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PREFATORY R E MARKS 

This Report has been prepared pending submission of the 
A ppropriation Accounts of the Un ion Government ( Railways) 
for the year 1981-82. The Appropriation Accounts of the Union 
Government ( Railways) for the year 198 1-82 are under prepara
tion/ finalisation by the Ministry of Railways ( Railway Board). 
Since their submission is likely to take a little more time, this 
Advance Report is being submitted. 

2. This R eport relates mainly to points arising from audit of 
the financial transactions of the R ai lways. The matters reported 
are among those which came to notice in the course of test audit 
during the year 198 l-82 as well as those which had come to Llo tice 
in earlier years but could not be dealt with in previous Reports; 
matters relating to the period subsequent to 198 1-82 have also 
been included, wherever collSidered necessary. These include, 
among others, Review of sidings. Performance of suburban 
services of the Central Rai lway, Performance of container 
service, Construction of broad gauge line between D iva and 
Bassein Road stations and Ga uge conversion frum Samnstipur 
to Darbhangn. 

3. The points brought out in this Report are not intended to 
convey or to be understood as conveying any general reflection on 
financial administration by the Ministry of Railways ( Railway 
Board) . 

~iv ) 
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CHAPTER I 

PASSENGER AND OTHER SERVICF.S 

1. Performance of suburban scrYices of the Central Railway 

I. lntrod11ctio11 

1.1 The suburban services of Central RailWi"y, serving the 
Greater Bombay, are spread over in four sections with a route km 
of 190 (t rack km 484) as under : 

(i) Bombay VT to Kurla/Kalyan/ Karjat 

( ii) Bombay VT to Kurla/Kalyan/ Kasara 

(iii) Bombay VT to Vadala/ (Raoli)/Kurla/Mankhurd 

( iv) Bombay VT to Vada la (Racli) iBandra. 

1.2 There are 53 stations on the suburban routes ibid. The 
-services are run with 1500 Volts Direct Current (DC) traction 
power suppl ied from 19 sub-stations. Each Electrical Multiple 
Unit (EMU) train or rake comprise 3 units of 9 coaches; each 
unit consists of one motor and two trailer coaches. 

1.3 The daily commuters of. Bombay are also served by the 
suburban services nm by the Western Railway which bas only 
a ~ ingle section of 60 route km (208 track km) from Churchgate 
to Virar. There are 28 stations in this route which obtain (DC) 
traction power supply from 15 sub-stations. While the Western 
Railway with a holding of 578 DC EMUs could carry 785 
million passengers, the Centr.a·l Railway with 64 7 EMUs carried 
o nly 75~ million passengers during 1980-81. T h; Central Rail
way i<> unable to run dai ly the adverlis.:d trn ins to sched ule. Dur
ing the period from January 1978 to April 1981, out of 853 
trains scheduled to run daily only 810 trains were actually run, 
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42 to 43 trains were caocelled and 116 trains ran fate (late by 
more than 15 minutes). 

1.4 The normal punctuality expected of suburban trains is 
Q8 per cent of the trains run. The punctuality percentage was 
64 to 69 per cent on Central Railway where as that, on the 
Western Railway, w.as 96 to 97 per cent. 

J .5 The mai n factors affecting the perfor ma nce of Central 
R a iiway wcr.:: large holding of averaged EMU coaches. non
rec::ipt c f new EMUs 0 11 replacemen t, inad::quate Per iodical 
Over H aul ( POH) a nd repair facilit ies resulting in high percen
tage of in::ffcet ives (i.e . awaitin g o r under repairs) and increasing 
number cf EMU overdue POH. Besides, cklayed implementa
t ion of cert ain rehabil itation works relating to overhead electric · 
equi pment (OlfE), exist ing power distribut ion svstem. etc. had 
affecrccl the n mning of suburban trains to scheuulc. The<;e 
facto:'S r. rc further analysed below : 

IT. Holdi11g 

Central Railway Western Railway 

1977-78 1980-81 1977-78 1980-81 
(a) Over 25* yea rs of age 61 67 46 32 

(b) Below 25 years 628 580 550 546 
------ - - -

TOTAi, 689 647 596 578 
(71 rakes) (67 rakes) 

1.6 Keeping in view the overaged EMUs and traffic growth, 
the Centra l R a ilway were allotted a total of 172 new coaches on 
rep!W'lcemcnt account and for meeting addi tional traffic during 
1974-75 to 1 979-80. After eliminating the overaged stock, the 
Rail'vay Administra tion was anticipated to hold about 78 rakes 
(735 coaches) by 1980-8 1, 80 rakes by 198 1-82 and 85 rakes 
by 1982-83. These new coaches were to be rece ived from out 

•The service life of EMUs under normal o perating conditions is 25 
years. 

• 
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of the supplies under the contracts placed by the Ministry of 
Railways (Ra ilway Board) in June 1974 for 76 DC EMUs at 
a cost of R s. 7.56 crore-s and again in November* 1978 fOT 
146 D C EMUs at a cost of R s. 15.62 crores on M/ s Jessops. 

1.7 The earlier order for 76 EMU coaches was withdrawn 
in December 1975 in the context of drastic cut in the plan a llo
cation for coach production during 1975-76 and 1976-77 and 
an inter ministerial decision ( October 1975) 10 stop coach pro
duction by Jessops to enable better u tilisation of capacities of 
l otegral Coach Factory (JCF ) and Bharat Earth Movers Limited 
(BEML). Though this on.Jer fo r manufacture of DC EMUs was 
cliverted to ICF in April 1976. the ICF did not commence any 
work on this order till 1977-78 due to constraint of funds and 
for want of priorit y for this order. The same order was ~gain 
restored to M/ s Jessops in November J 977 along with an addi
tional crdcr for ] 7 EM Us in December ! 977. Tl1c delivery of 
these coaches was to commence from 1978-79. 

1.8 Though the suppJies under the above tJiree orders (239) 
were all to be completed by 31-3-1982. this firm had commenced 
delivery of coaches only from 1979-80 and supplied only 21 
coachcs by end of March 1982. Of these, only one was motor 
coach and hence no additional rake could be formed out of the 
new coaches procured so far by Central R ailway (November 
1982). 

1.9 Thus, as a resulrt of withdrawal of the orders from 
M/ s Jessops in December 1975 and inadequate priority for pro
duction of DC EMU coaches by ICF during 1976-77 and 
1977-78 (after this order was diverted to them in April 1976) 
there was no supply of the EMUs to Central Railway under this 
order tili J 978-79. Thereaft er, from 1979-80, th~ production 
from M / s Jessops d id not pick up at the expected level mainly 
due to inadequate avai lability of Electrics (a set of traction-

•This contract with Jessops was actua lly for 239 EMUs taking into· 
account the EMUs ordered earlier. 
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motor , traction generator, control gear equipments, etc.) to be 
supplied by M/ s Bharat H eavy Electricals (13HEL). 

1.10 As per the terms of the contract, Electrics, steel and 
wheelsets are free supply items. For the tbtal quantity on order 
(239 EMUs) , 81 sets of 'Electrics' were required to be supplied. 
But the Ministry of Railways (Railway Board) placed order on 
SHE L only in February 1979 for supply of 52 sets with delivery 
schedule at the rate of 6 sets in 1979-80, 26 sets in I 980-81 and 
20 sets in 1981-82. The BHEL had supplied only 20 set5 to the 
end of March 1982. Anticipating, therefore, a shortfall in tbc 
·requirements of e:ectrics, a contract was aJso placed by the 
R ailway Board on a Japanese firm in June 1980 for the balance 
rcquiiements (29 sets) thIOugh BHEL. Till November 1982, 
the cumulative supply to Jessops from BHEL was only 27 sets 
of electrics including 3 sets from import. 

1.11 Thus, due to Jack of proper planning for manufacture 
of EMUs and inadequate arrangements for free supply of the 
main components by the Railway Board the expected delivery 
of the EMUs to Central Railway as provided for in their rol:ing 
~tock budgets during the year from 1978-79 to 1981-82 could 
not be made. Tbe funds provided in the budget specifically for 
this pu rchase could not also be utilised as detailed below: 

Delivery of EM Us Funds Actually Funds 
Year provided utilised not used 

Expected Actua l 

(Rs. in lakhs) 
1978- 79 36 N il 132.0 Nil 132 
1979- 80 38 Ni l 606 537.4 68 . 6 
1980-81 88 3 1232 444 788 
1981-82 80 31• 1120 846 274 

1 .12 In the context of delayed supplies of DC EMU coaches 
from Jessops, the Railway Board have since decided (November 
1982) to place an order for 50 such coaches on ICF for delivery 
to Central Railway by 1983-84. 

*As per p roduction statement fu rnished to the Railway Board by 
Jessops. 

• ' 

-
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J] r. /!rad equate POH and R epair facilities 

1.13 There is no prescribed (target) percentage of ineffec
tives specifically for EMUs, though for all types of coaches in 
passenger service, a target of 14 per cent for ineffectives is laid 
down. In tbe absence of a norm for ineffectives in EMUs, a 
comparison of the position of ineffective EMUs obtained in this 
regard on Central and Western Railways during 1980-81 
has been made by Audit as under : 

Percentage of EMU coaches under/awaiting repairs 
and POH to total holding : 
(i) M otor coaches 

(ii) Trailer coaches 

Central Western 

'72.7 
16. 6 

11. 8 
9.4 

1.14 The higher percentage of EMU coaches under repairs 
or POH on the Central Railway as above was mainly due to 
lack of centralised periodical overhaul and running repair facilities 
on tbat Railway. These factors have been further analysed 
below : 

(i) Lack of centralised POH facilities 

1.15 Running repairs and POH of electrical portion of. 
EMUs is undertaken at Kurla car shed, whereas POH of mecha
nica l portion is attended to at Matuaga located at a 
distance of 5 km. Due to problems of coordination and movement 
of coaches at restricted speed over the busy lines, the Central 
Railway takes 58 and 36 days for POH of motor and trailer coach 
against a target POH period of 18 and 12 days respectively. The 
transit time between the two shops alone accounted for an 
average of 11 days per coach. 

1.16 During 1970-72, a Committee of Engineers appointed 
by the Railway Board recommended that the POH be centralised 
at Matunga on Central Railway as this would reduce the POH 
period by 13 days. Though these recommendations were accept
ed lJy the Railway Board in 1973, it did not approve the execution 
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of this scheme as proposed by the Central Railway at a cost of 
Rs. 5.oo· crores in 1974-75 and 1975-76 works programmes 
owing to constrain t of funds. ln June 1978, a committee of two 
General Managers (Central and Western Railways) examined, 
de novo, the merits of the scheme to centra[isc the POH at 
Matunga at the instance of R ailway Board and on the recom
mendation of the second committee this scheme was approved 
for execut ion in June 1979 at a cost of Rs. 7.40 crorcs. This 
work is expected to be completed in 1984-85 only. 

1. 17 The Western Railway, due mainly to centralised POH 
of EMUs in its Mahalaxmi workshops, was able 10 carry out the 
POH of motor and trai ler coaches in 17.5* and 12.5 days res
pectively. l11cre is no overdue POH of EMUs on Western Rai l
way . On the Central Ra ilway, due to POH still being done at 
two p~<lccs, POH period is longer, outturn is less, and the number 
of E MUs overdue POH increased year after year (40 in 1977-78 
increased to I I 0 in 1980-8 1 ). 

1.1 8 Reduction o[ minimum of 13 days in the cx1stmg time 
for POH per coach would resull in a saving of 2.4 rakes for ser
vice which meant a n extra earning potential of Rs. 1.37 crores per 
year. 

l.19 According to the Central Railway Administration , the 
POH performance at Kurla car shed has deteriorated due to heavy 
repairs nc dcd on imported stock during the last 2 / 3 years. The 
average number of working days, including idle paiod for POH 
of an imported coach was 54 days 1·is-a-1·is 23 u:.ys for !ndigc
ncous coach a t Kurl a sh:::d in 1981-82. As a result. coaches over
due for POH has increased without a consequent increase in 
outturn . 

1.20 As already slated, the averaged coaches arc retained in 
service due to non-receipt of new coaches on order from 1974 

f 
• oata from !he Monthly Report of General Manager Western Railway 

or March 1982. ' 
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as a result of dcfcetiv~ planning of the procurement by Railway 
Board . 

(ii) Exe.:. sivc overloading of EMU motors 

1.2 1 There h.nd been excessive overloading of EMU motors, 
specially duri ng peak hours. due to the suburban t rain~ runnm£ 
with over crushing cap·acity resul ting in high ine!Tcerive percentage 
of moto r coaches. The condition of coache in service over 20 
years clcteTioratcd due to this ovcrloading as well as ageing 0f 
equipment so much that 82 of such motor coaches developed re
verse camber involving major body repairs fo r prolonged periods 
during 1979-80. Though the Research. Dc~ ign s an d Standards 
Organisation ( RDSO) had recommended in 1978 that the booked 
speed of suburban trains be n:dueed from 7?. kmph tc 65 kmph to 
ensure app ropriate loading of traction motors, this reduction m 
speed was made effective from May 1982 only. 

(i ii ) Inadequate facilities for maint cnanc~ schcduf.:c; and runnine 
repairs 

1.22 The existing car shed at Ku rla, looking after the electr ical 
portion of POH, was the onJy shed for the day to day running 
repairs, etc. This shed has capacity to maintain only 500 EMU 
coaches. Keeping in view the increase in holdine, oi coaches to 
over 500 and the need to give rel ief to the ex!st ing car shed at 
Kurla , the Committee of 1972 referred to above, recommended 
crcaticn of a separate shed at Kalwa fo r tky to day repairs. 
Though the work was included by the Central Rai:way Adminis
tration in its works programme for the year 1974-75 at a cost of 
Rs. 5.00 cro m; so that the n.·9 air faeili '. ies envi~oged can be made 
ready by April 1977, the Rai lway Boa rd npprov,·d this proj.:-ct in 
3phascs in 1974-75, 1976-77 and 1980-8 1, work programme at 
a tota l estimated cost of Rs. 7.56 crores (ac :ua ls to encl of March 
1982 Rs. 5.53 crores). In Janu c.: r) 1980 du ~i ng exe
cution of the last phase of the work , Cen·ra1 Rai lway 
realised th: need for inspection pits for ihrc.; more 
lines, two washing sidings, bridges and cert;1in P.:trrh work etc. 
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costing Rs. 76.47 Jakhs. The Administration have stated that the 
shed was commissioned in Jan uary 1981 unci the facili.ties were 111. 

the process of being established. 

1.23 The approval of this project in three phases in 1974-75,, 
1976-77 and 1980-81 by the Railway Board and its execution in 
stages, has delayed the augmentation of the repair facilities for 
EMUs upto 1981-82 and failed to give relief to Kurla car shed 
which was attending to both P0H and running repairs of EMUs 
though the need for such relief was identified as early as in 1972. 

1.24 According to R ailway Administration ( October 1982) 
the performance of Kurla car shed with reference to coaches under 
repairs deteriorated , mainly due to non-augmentation of repair/ 
overhaul facilities between 1969-70 and 1980-81 in spite of a- 48 
per cent increase in the holding during this period. 

1.25 EMU coaches had also to be stabled for Jong 
periods at Kurla shed due to non-availability of material such as 
tyres/ wheels and traction motors. During the period January 
1979 to February 1981, 25 coaches were sta-bled for periods in 
excess of 100 days in each case. The departmental capacity of 
5 to 6 armatures rewinding per month was inadequate to cope 
with the actual arisings of the order of 7 to 8 armatures per month. 
The Railway Administration did not also programme on a regular 
basis, the offloading of the additional requirements of rewinding of 
armatures either to trade: or on BHEL, thereby contributing to 
higher percentage of inetfectives among EMU motors. 

IV. D elay in strengthening of power supply distribution system 
and overhead equipment ( OHE) 

1.26 The existing -;::b-stations at Bombay VT (Wadi Bunder) , 
Dadar and Raoli Junctions had been overloadco resulting in 
power crisis and major failure in DC distribution with frequent 
restric tions of train service from 1978-79. The Railway Board 
approved provision of additional sub-stations at Chinchpokli
Ghatkopar, Bhandup, Kalwa- and Dombivili (in all 5 sub-stations) 

I I 
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at a cost of Rs. 4 .12 crores in March 1978. All these works 
intended to strengthen the power distribution have progressed only 
to the exent ;)f 50 p~r ce.nt (T'\ovember l9~2) mainly due to delay 
in coverage of orders for supply of vital components such as high 
speed circuit br.!a:-.crs, c:c. 

1.27 Similarly, some of the old type ORE fittings, such as 
conunon cross span wire assembly, with its corroded parts due fot 
replacement on age-cu111-conditio11 basis ::m.'.' yet to be replaced. 
Besides, the acid fumes emitted through ch imneys and waste 
drains of chemical factories between Kalyan, Ambernath and 
Titwala have a highly corrosive effect on the aluminium conduc
tors, other metallic parts and steel structures of the transmission 
lines causing their faster deterioration resulting in frequent 
fa ilures and interruption to tl'act ion power supply. Effective 
action to combat this factor, is yet to be taken. In the mean
while recurring expenditure on preventive maintenan ce of the 
order o[ Rs. 1.20* lakhs per year continued to be incurred in 
protecting the OHE equipm.:-nts and other installations. 

1 .28 Major works of replacement rehabilitation of transmis
sion lines, contact wires, switchgear fittings, common cross ~ll 
wire assembly, costing Rs. 2. 17 crores· wcre approved betweea 
1976-77 and 1980-81 but these works are still in progress. 

1.29 Thus the combination of a ll the factors detailcd abmre 
had been affecting the speed and punctuality of suburban trains re
sulting in canceUation of scheduled trains and trains running late. 
The cancellation of scheduled trains causes great inconvenience to 
the commuters and results in vandalism leading to the destructiOB 
of Railway property worth lakhs of rupees as happened OB 

26-5-78, 7-11-79, 22-5-81 , 31 -8-81 and 21-6-82 . 

1.30 According to the Central Railway Administration 
(October 1982) , the poor availability of the EMUs affecting the 

*Figure derived by Audit on the basis of average of expenditure from 
1967 to 1979. · ' 

S/ 23 C&AG/ 82-2. 
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performance of its services to schedule, was on account of excessive 
repairs to the overaged stock still in service and imprnvcmcnt can 
be exp'ected only when this overaged stock are withdrawn. 

1.3 1 The Railway Administration forther explained that the 
unit defects/ unit fai lures contribute to about 30 per cent of loss 
of punctuality whilst the balance 70 per cent are causetl due to 
alarm cha in pulling, trespassing, rail fracture, S&T operating and 
OHE power supply fai lures. 

V . Conclusion 

1.32(i) The performance of EMU services on Central Railway 
had deteriorated specially from 1977-78 due to the overaged 
stock requiring excessive r~p:-i i rs . 

( ii) Due to lack of proper planning for procurement from the 
existing vrodudion uni ts, inadeq uate timely arrangement for free 
supply items by R ailway Board, the programmed addition of 172 
coaches by end of March 1982 have not material ised except for 21 
coaches. Bulk of the funds al!ocatcd for this purchase from 
1978-79 could not also be ut ilised. 

Even of the additions (2 1), the product mix of motor and 
trai ler coaches was not balanced: only one motor coach was avail
able and hence no additional rake could be formed. 

(iii) Lack of centralised POH facil ities rcsult~d in longer POH 
time for EMUs. 

Inadeq ua_!e repair and maintenance facilities have led to higher 
percentage of coaches under repa ir from 1978-79 restricting av11il
ability of E MUs for suburban services. 

(iv) There had been abnormal delay of over seven years in 
sanctioning the scheme of central ised POH work at Matunga 
which would have reduced the existing POH time of EMUs by 13 
days and thereby saved 2.4 rakes for service with an extra earning 
potential of Rs. 1.3 7 crores per year. -
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(v) Investment of Rs. 5.53 crores has not fruc tified due to 
'Sanctioning the project for a new repair shed at Kalwa in three 
phases. The new shed. though commissioned from J anuary 1981, 
has been partly made available for operational use in 198 1-82. 

(vi) Delay in strengthening of power di~tr ibu t ion and rehabili
tation of OHE have hcen resulting in frequent d isruptions in 
suburban traffic affecting its punctuality. Scheduicd train services 
as per published time table never ran due to daily cancellation of 
42 to 43 trains on a n average I'csulting in discomfort to the daily 
commuters. 

(vii) Effective acl ion to combat man-made ciJn osicm affecting 
the OHE are yet to be devised. 

2. Pcl'formancc of container serv!cc 

l. flltroduction 

2. 1 Container service was introduced from 1966 between 
specified term inals in order to wean away di version of high rated 
gocds traffic to road by ensuring quick and sak door to door 
transport of goods without any handling of the contents either 
at the tra nshipment point. e11 route, if any, o r a t the goods sheds. 
The steel containers are water and pilfer proof, having a carrying 
capacity (CC) of 4.5/5.0 tonne <md six such containers are 
transported on a flat bogie wagon. Thcc;e services got established 
on 9 routes by 1971-72. 12 routes by 1974-75 and 16 routes by 
1981-82. 

2.2 Functioning of the container service has been reviewed 
by Audit and the results are detailed in the succeeding paragraphs. 
l I. Holding and traffic materialisation 

Year Holding 
No. of loadings Earnings 

Total Per Total Per 
container container 
per year per day 

(Rs. in Rs. 
lakhs) 

1971 - 72 686 31880 46 144 57.5 
1976-77 2086 43052 " I 3~R 44 .ll 
1980- 81 2096 43649 21 511 66 .8 
1981- 82 2:<45 37864 16 :.~.2 63 .J 
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2.3 It may be seen from the above table that the container 
loaAing dropped significantly in 1981-82 and the efficiency indices, 
namely leading per container per year declined to 16 in 1981-82 
as compared with 21 achieved in 1976-77. This is indicative: 
of poor utiliscrtion of container in a year. The increase in the 
earnings of about 60 per cent during this period is primarily 
due to increase in the general tariff rates. On the Western 
Ra ilway which initially commenced th is se rvi~c in 1966, th~ 
decline in traffic ;was to the extent of 40 per cent as compared 
to thei r traflic of 1976-77. Twc. nf their rc211b.r services intro
duced in 1967 and 1973 were closed in 1979. 

2.4 Nevertheless, container fleet is being augmented by 
addition of 850 containers besides replacement of 5 T8 containers. 
Of these ordered (1368) in September 1980, 3 11 containers 
were received by end of 1981-82, and the balance (1057 ) supply 
is in progress . during 1982-83. These additions were justified 
to increase container loading by 50 per day. 

11 T. Factors affecting the performance 

' 2.5 111e factors responsible for the deteriora ting performance: 
of the contain~r. ·service have been analysed belr-w : 

(i) 0 c1agcd and damaged con tainers 

2.6 (a) Initially, life of a container was fixed at 40 years 
(same as of If wagon). Subsequently, in February 1981 
Research, Designs and Standards Organisation (RDSO ) has 
proposed to fix the life of a container as 15 years, subject to its 
being given proper periodic overhaul ( POH). This has not yet 
been approved by the R ailway Board (November 1982). 

(b) Jn the meanwhile, due to absence of norms for replace
ment and periodical overhaul , containers in badly damaged' 
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conditions continue to be in service. wh ich the trade 1s rel uctant 
·to load (Western Railway). 

(ii) Empty haulage of containers 

2.7 With a view to reducing empty haulage and improving 
utilisat ion, the containers and flats were being util ised on a 
pooled basis from 1975-76 and not in Railway based closed 
circuits . But due primarily to lack of coordination between 
the Ra il ways a nd imbalance of traflic, ·izcabk number of 
-containers are hauled empty. A test check o( the performance 
reports or the Railways for M arch 1982, indicated empty haulage 
of containers, the maximum being on the Eastern Railway 
( 41.3 per cent of the total inward receipts), fo llowed by South 
Central (39 per cent) , South Eastc:·n (32 per cent) and Wes tern 
(27 per cent). The Southern Railway had the minimum emp ty 
haulage of 15 per cent. Despite the container services being 
operated on selective routes, its empty haulage is comparatively 
hi!!h on the E astern , South Central, Scut h Eastern and Western 
Railways, indica'ting need for sustained marketing efforts. 

(iii) Excess lurnround time 

2.8 The turnround time has increased from I 7 days in 
1976-77 to 21.6 days in 1981-82. This high turnround t ime 
is 1v rtly accounted by t r~!1 sit t im fo r movement of co:1tai ners 
between the two terminals and partly by its hold up at the 
R:-iilway·s or consignee's premises Jt the terminal 111e Zonzrl 
Rai lways fix a target transit time for each container service. 
The containers arc moved by nominated quick t ransit (Q1S ) 
goods tra ins. The average speed of such QTS trmns is 22-23 km 
per hour. Hence the transit t ime of containers by these tra ins 
even on the longest container route between New Delhi-Bangalore 
(2544 km) w0uld not ~xceed 5 clays. .\ test check in Audit 
of the performance reports of regular services for March 1932 
of the Zonal Railways revealed tha't the target transit t ime have 
been fixed much in excess of the running time required by QTS 
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service and the actual transit time taken for the movement of 
containers was still higher as brought out below : 

Railway 

Soutlnern 

Container service Dis- Transit time (days) Actual' 
tance transit 

F rom To (km) as com- as fixed time 

T ondia rpet 
(Madras) 
B3.ngalore 

New D;:lhi 

NcwD::lhi 

pared by ta ken 
with Rail- by 
refer- way Rail-
ence to 
QTS 

ways 
(days) 

21 85 4 10 14 

2544 5 I I 15 

N orthern New Delhi Bangalore 2544 5 20 to 13 to· 
New D elhi Tondiarpet 2185 4 21 14 

Cent ral Wadi Bunder Tondiarpet l 286 3 6 15. 7· 
Wadi Bunder Secunderabad 794 2 5 11 .8 
Wadi Bundcr Shali mar 1968 4 6 11 .9 
Wadi Bunder Yesvaotapur 1114 2 . 5 6 15 .4 

2.9 Due to excessive transit (turnround) time, Central' 
Railway was not ab1e to meet fully the demands of trade for 
containers during the years 1979-80 to 1981-82. There were 
sh0rtfalls in the suppfy of empty containers to the extent of 
4133 in 1979-80, 3697 in 1980-81 and 1079 in 1981-82 Jcading 
to decline in loadings from 6186 containers in 1979-80 to 533Z 
containers in 1981-82. 

2. 10 On the Western Railway also the container b:ld'ngs 
declined from 8822 to 6059 between 1977-78 and 1981-82 due 
to shortage caused by detention to containers. A random check 
by Audit in O::tobcr 198 1 revea led that cont.1iners were often 
detained for unduly .long periods ext~nd ing upto 2 1 days after 
their arrival at the terminals by the consignees using them as 
storage godown. As a result the Western Railway could not 
achieve the targets of loading laid down by it in any of the 
years from 1976-77. It clcsccl down the scrvic...:s on Camac 
Bridgc-Asarva Lind Carm c B ridge-Kot a routes i!l 1979 du~ to· 
decline in traffic resulting from its inability to keep to the: 
prescribed transit time, originally committed to the users. 

·-
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2.11 On the basis of an average lead of 1590 km for 
container traffic actually a'chieved during the 30 months period 
(April 1978 to September 1980) , weightage for empty haulage 
of 26 per cent and a period of six days for loading/ unloading 
at the two terminals, the reasonable turmound time including 
tnmsit time for a container works out to only 10 days. Against 
this, the actual turnround was 21.6 days in 1981-82 indicating 
poor utilisation of the containers. Calculated on the basi5 of 
turnround of 10 days, the requirement of containers even for 
the maximum loading (43649) achieved in 1980-81 was a-bout 
1364 containers whereas the actual holding at the end of 1981 
was 2345. This would ind icate that as manv as C)8 ! containers 
could be spared for gdditional loading by controlling the tran1it 
time and reducing the detentions at the terminals by the 
Railways. Thus, due to excessive turnround, the earning 
potential of Rs. 66 thousand per day or Rs. 2.40 crores per 
annum on their existfog holding of containers, ha~ not been 
harnessed. 

(iv) Demurrage rates on containers 

2.12 Though the container service was in operation 
from January 1966, demurrage charges for the delayed 
release of the container were introduced from September 1979; 
thus. no penalty was imposed on users for deta ining the contamers 
in their premises till then. The demurrage rate viz. Rs. 30 for 
the first day wa'S very low as compared to the average earnings 
of Rs. 57 per day of a ~onta incr in 197 I-72. Rs. 67 in 1980-81 
and R s. 63 in 1981-82. The above dcmurrage does not tak:i 
into account the consequent detention to the wagon flats, road 
unit~ and its staff. 

2.13 All the container terminals e.g. Wadi Bunder, Shalimar, 
New D elhi , Bangalore, etc. are not open for delivery on Sundays 
and Holidays unlike the goods sheds at these places which do 
not observe such holjdays. As a result, the containers and the 
connected assets such as wagon flats. road units. etc. remain 
unutilised. 
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(v) Non-ex.lc nsion of container service ov.:! r BG/ MG routes 

2. 14 At pres · nt container scrvic :: operates cn ly, on one MG 
cum-BG route vi-::. Wadi Bunder-Ycsvantapur·· ( in troduced in 
November 1969) with transhipment of containers at Guntakal. 
There has been ntl further expansion of such service. 

(vi) Performance of road units 

2.15 The Railway's container .terminals hold 116 road units 
c:onsisting of a tractor and t railer unit c0.st ing Rs. 79,300 each 
(tota'l investment R s. 91.64 lakhs). A test check of thei.r 
performance reports during March 1982 disciosed that only 
58 vehicles were in effocti ve use for delivery and collection of 
th~ containers; 11 veh icles were out of use (cost Rs. 8.69 lakhs) 
eue to cannibal isation of their parts, etc. ( 4 on Western, 4 on 
the Central, one on the Southern and two on the ·s outh Central 
Railways) a nd the rema'i.n ing 47 were either under repair or 
awaiting repairs, etc. 

2. J 6 Thus, hardly 50 per cent of the read Yehicles were in 
effective u9C for container traffic 

TV. General 

(i) Non-weighment of containers 

2. 17 The containers which are loaded either by the customers 
o r by the agents of the R ailways (freight forwarders) are not 
subjected to weighment at the originating points. The possibility 
of overloading o f the containers nod the Rnilway losin~ revenue 
cannot be ruled out pa1 ·ricula-rly in case of heavy density 
commodities like ed ible o ils in packed tins, etc. A test weigh
ment of a few containers on certain occasions during 1974 lo 
1981 at the Car.,rnc B ridge terminal of Western Ra ilway disclosed 
excess weight in 40 to 50 per cent of the containers weighed 
result ing in recovery of und.::rcharges of Rs. 5.588. Assum ing 
that the trend of overloading and recovery of undercharges would 
be of the above order, the extent of loss of earnings due to 
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non-wei.gbment of inwmd containers :i.lone (32,462) would be 
of the o rder of Rs. 29.25 lakhs for the period from April 1974 

to March 1981. 

2. 18 Non-weighment of containers was due to non-provi~ion 
of suitable weighing equipment. ·m e imported 'Orton' type 
dics ~ I crane 10/ 20 tonne capacity supplied for use at some of 
the container terminals bad a device which could ascertain the 
weight of the container a's it handled the same. But this 
mechanism had b::en removed in 1967 as adcquaL clearance 
was not availabl;: for fr~;: working of the sa me. 1 [enc:: the 
non-weighment of containers continues without any remodial 
action so far. 

(ii) In ternational Standards Organic;at ion (ISO) containers 

2.19 Between 1976-77 a'nd 1981-82, the import/ export 
traffic ,·ic.. the J ndian Ports in foreign containers in 20 ft. long, 
20 tonl'le capacity, had increased from 6,825 to 1,56,583. In 
order to match the inland transport facilities therefor, the Railway 
Board had creITT.ed since 1975 in consultation with the Minist ry 
of Commerce, certain terminal and other infrastructural facilities 
at Bangalore, Abmedabad and New Delhi. The terminal at 
P ragri ti Maidan near Delhi was completed ;: t a cost of Rs. 9 
lakh' in August 198 1. About I 40 bngi.:: wagon nats have been 
mod ifi -:?d at a c:-ist of R s. 9.52 lakhs and procurem ent of another 
350 wagon flats at a cost of R s. 4.20 crores have been ordered 
in 1980-81 works program.me to tra'nsport the abcve containers. 
However , owing to delay in finali sation of combined transport 
document procedures by the concerned Ministries, the R ailways 
could commence thjs foreign container service from August 1981 
only in one route between Madras port and Bangalore and mon d 
263 containc-s in 198 1 ·82. Railway's efforts to w~an away the 
new mode of sea-cum-land traffic are yet to ~athcr momentum. 

(iii) F inancial <'l1praisa1 

2.20 The Ministry of Railways ( Railway Boan!) h:i.ve not 
yet (October 1982) undertaken a study of the economics of 
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the conta iner service for tes ting its viabili ty keeping in view 
changes in the pattern of movements introduced from ti me to 
time such as : 

(a) pooling of containers among the railways from 1976, 

(b ) loading of containers in BOX and KC wagons on 11' 

substantial scale due to shortage of container Bats 
and for operational reasons, and 

(c) traffic in ISO containers owned by non-railway 
parties. 

The factors aforesaid indicate need foO' a fresh financial 
appraisal of this scheme. 

V. Conclusion 

2.21 ( i ) The container loading on the Indian R ailways have 
dcclin~d significantly from 43,052 in 1976-77 to 37,864 in 
1981-82. The loading indices per container per annum which 
was 21 in 1976-77 deteriorated to 16 in 1981-82 indicating its 
poor utilisation. Use of averaged, dilapidated containers affected 
the loading, specially on the Western R ailway. 

(ii) Despite pooling of containers between the R ailways, 
empty haulage of conta iners continues to be high with a maximum 
of 41. 3 per cent on Eastern Railway. T his indicates need for 
sustained marketing efforts. 

(iii) Target transit time of containers were fixed very libernlly 
a nd even these targets were not adhered to by the R ailways 
affecting the turnround of the containers; the actual turnround 
being 21 days in 1981-82. By controll ing the transit time and 
reducing detentions to containers a1 the terminals, addi tional 
98 1 contai ners would be available for loading thereby harnessing 
the earning potential of R ailways by R s. 2.40 crores per year. 

·-
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(iv) The containers were detained by the us;;rs for long 
periods (rangi ng upto even 2 1 days o n the Western R <tilway) 
without being penalised by way of recovl!ry of demurragc charges 
till September 1979. The dernurrage rates prc~cribed thereafter 
were much less than the eranings of containers per day (Rs. 30 
against the earnings of R s. 66) a'nd these rates have not been 
revised (Novemher 1982). 

(v) Though the containers have proved to be damage and 
pilfer proof and best suited for BG[MG r outes involving tranship
ment, this service over the BG[MG routes has not been e~tended 
beyond a single route introduced in November 1969. 

(vi) R oa'd units procured for collection and derivery of 
containers were grossly under-utilised in as much as only 50 peo 
cent of them (58 out of 11 6) a rc being put to u<;e . 

(vii) Containers irrespective of whether loaded by the users 
or by freight forwarde rs were not weighed owing to non-provision 
of suitable w;:ighing equipment : even where such wei)!hment 
devices were provided. the same were removed, resulting in loss 
of revenue from overloading. 

(vii i) Railway's efforts to captmc th~ high rated trailic in 
International Containers are yet to gather momentum. 

3. Review of sidings 

r. lntroduc:ion 

3.1 Sidings are constructed by Railways to serve a 
factory, mill or other industrial premises under a special 
agreement. The capital cost of construction of sidings covers 
cost of land required for laying the railway line from an existing 
line to the custome(s premises, earthwork, bridges culverts, 
rails, sleepers, etc. In the case of a private siding the entire cost 
of cor.st ructi::n is b:::irnc by the party. In the case of an assisted 
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·siding, the cost of construction is partly met by the R a ilways 
(that is, the cost of all materials such as rails, sleepers, etc., 
outside the p arty's premises which can be removed when the 
siding is abandoned , is met by the Railway). 

3.2 Besides the siding chcrrges for services rendered in haul ing 
wagons over the siding, the siding owner is required to pay 
i rrespective of the traffic handled ( l ) in terest on capital provided 
by the Railway, (2) rent for the area of railway land occupied 
by the private sidings, and (3) repairs and maintenance charges. 
The rules stipulate that before constructing the sidings, the 
R ailway should get an agreement executed by the party, providing 
inter afia, for incidence of cost of siding between the Railway 
and the customer, recovery of interest and ma'intenance charges, 
siding charges etc., and revision of the cha rges at the option of 
.the Rai lway Administration. 

3.3 There arc 1278 assisted and private sitli ngs on the 
R ailways. The siding charges collected by Railways are around 
R s. 6-7 crores annually. A limited review of 214 sidings carried 
out by Audit for some months in 1980 ancl 1981 revealed that 
the prescribed rules governing the execution of agreements, 
recovery of siding. int erest and maintenance charges etc. were not 
being observed by the Zonal Railways resulting in non-realisation 
of dues from the siding owners as brought out in the succeed ing 
paragraphs. 

11. No11-exec11iio11 of awee111e11ts 

3.4 A test check by Audit revealed that in respect of t 18 
sidi ngs, on the Eastern (17) , Northern (14) North Eastern ( 34). 
Northeast Frontier (2) , Southern ( 13), South Central (3) and ~ 
Western (35) Railways agreements had no t been executed by ) -...,, 
the customers. On the South Eastern Rai lway. out of 270 
sidings, 11 3 arc governed by agreements executed by Ex-Bengal 
Nagpur Railway prior to 1948. Jn respect of sidinl!S constructed 
a fter 1948, sid ing agreements in standard form herd not been 
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executed with all the siding holders. Only in respect of 16 
such agreements bad been executed. It was understoc 
other skling owners had not accepted the standard form of 
ment on the ground tha t the agreement related to new 
o nly. 

ITT. Non-r ecovery of i111erc.st and 11wi11fe11a11ce charr;e~ 

3 .5 Tn order to ensure that the charg.es recovered fn 
siding owners towards maintenance covered the current 1 

1. nance costs, the Railway Board decided , in D ecember 
that the basis of recovery should be 4t per cent on the 
value of the siding borne by the R ailway or its prese 
cost wh ichever was more. TI1e present day cost was 
assessed after a detailed survey of the exist ing assets of the 
classifying the materials on their condi tion and evaluating 
lates t prices. The Railways were also asked to take ac1 
introduce a suitable clause in the agreements (includ i: 
c>Jisting agreements after giving 6 months' notice to the 
concerned) to provide for revaluation of capital 
quinquennially. The RajJway Board had also instructed ( 
the R ailways that where it was not possible to change the 
and conditions of the existing sidi ng a rrangements by 
six months' notice, the R ailway could avai l the opportuni 
revise the agreement in the event of a change of own 
addition~, alterations etc. The rate of interest on capital pr 
by R ailways was also fixed a t the current dividend n rte. 
R ailway Board also issued (January l 976) guidel i n e~ 
standard method of working out tfie present day cost of s 

3 .6 A ' rev'!_ew of the implementatic n of the instn 
~ revea'led delayed irnptementation or no implementation 
_,..,. • resulti ng in under-recovery of interest and maintenance c 

as brought out in the succeeding paragraphs : 

(i) Eastern Railway-Out of 160 as rstecl sidi1 
10 cases only specific provision has been mi 
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the agreement to levy interest and maintenance 
-charges. In other cases the Railway Adm inistration 
had to persuade the siding owners to incorporate a 
new clause for recovery of interest · and maintenanc:: 
charges on the basis of present day cost a nd so far 
15 agreements in revised terms have been executed. 
A test check of 50 sidings showed that R s. 89.24 
lakbs were due for which bills were yet to be 
preferred. 

(ii ) Northern Railway-A n amount of Rs. 53.75 lakhs 
towards maintenance charges calculated <rt rhe 
revised rates had become clue sine::: 1969 from 66 
siding owners. Bills preferred in 1976, have not 
h~en sett led hy the pa rties who contended that in 
the absence of advance notice they were not bo•nd 
by agreement to pay the enhanced charges. 

(iii) Northeast F rnnticr R ailway- Revision of mai1~ te

nance charges was done in 1975 in respect of 7 
assisted sid ings only out of 16. 

(iv) Southern R ailway- The revision of costs due in 
1969, 1974 and 1979 had been carried out in respect 
of 75 out o f 141 sid ings. 

(v) South Easte rn R ailway-Revised basis for billing 
maintenance charges was adopte9 Crom 1978-79 
only. Most of the siding owners, however, objected 
to the payment at the revised rate in the absence 
of provisio n in the agreement. The Ad ministra tion 
stated that every effort was being made to recover 
the outstanding dues. 

(vi) Western Ra ilway- Revision had not been done for 
24 sidings. 

3. 7 Besides the non-implementation of instruction~ regarding 
-iuinquennial revision of maintenance char!!e~. evcp the recovery 

~-. 
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at the old rates was found to be in arrears on the Rai lways as 

shown below : 

Amount of interest and maintenance cha rges outs anding 

Railway 

1. Central 

2. Eastern 

3. Northern 

4. North Eastern 

5. Northeast F rontier 

6. Southern 

7. South Central 

8. South Ea$tern 

9. Western 

Amount Rer:larks 

(Rs. in lakh!) 

(not readily available) 

70. 7-1 At the end of 198 I oldest 
o utstanding 1968-69 

371.9-1 As on 30-6-1 982, oldest out
standing 1970-71 

I 1 .9-1 At the end of 1981-82, oldest 
o utstanding 1976-77 

6. 75 At the end c f 1981-82, o ldest 
outsta nding 1963-64 

31. 2 1 As o n 30-6-1 982 

17 .48 As o n 30-6-1982, o ldest out
standing 1969-70 

184. 7-1 As on 31-3-1 982, oldest out
standing 1953-64 

10.60 A> on 31 -3-1982. o ldest out
standing 1963-64 

3.8 The ordinary maintenance of t~e siding and all works 
connected therewith both within and without the railway premises 
is requi red to be carried out by the R3. ilway Administration at 
th:: :xpenss of the customers but the custcmi.:rs may at their 
option maintain such portion of the siding as is situated with rn 
thcii premises to the satisfact ion of the R ailway Administration. 
The Rai lway Adrninistnrtion could take over maintenance of the 
siding inside the firm 's premises if they arc unable to maiotain 
the siding to the satisfaction of the Railway Administration and 
recover the cost of maintenance. 

(a) The North Eastern Rlrilway took ever the ma intenance 
of Hindust;rn Ferti l i~er Corporation L imited siding, Barauni in 
October 1976. Annual es timated maintenance charges of 
R~. 61 242 were intimated to the Corporat io11 in October 1980 
only after a delay of four yem:s. The Corporation has not, 
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however , paid the amount which has accumulated to Rs. 3.48 
lakhs for the period October 1976 to March 1982. Action to 
a.mend the relevant clauses in the agreement governing the 
mamtenance inside the premises of the Corporation and to obtain 
advance deposits of the amount, as required under the rules, had 
not been taken by the Railway Administration before taking 
over the maintenance works inside the premises of the 
Corporation . 

(b) The new Mangalo.re Port Wharf siding (BG) on Southern 
R ailway was opened (Phase I) in October 1976. However, 
an agreement providing for payment of maintenance charges for 
the siding was not executed by the Port Authorities before 
commencement of the construction of the siding. When the 
R ailway Administration preferred bills for maintemrnce charges 
annually from the year 1977, the Port Authorities raised many 
objections and insisted on payment of actual maintenance charges 
only. A consolidated claim for Rs. 7 .4 lakhs made by the 
Railway Administration in January 1982 baa not been fully settled 
yet (August 1982) . 

l V. N on-recovery of land rent from prirate siding holders 

3.9 (i) A factory siding and exchange yard for M/!.. Cement 
Corporation of India L imited Mandhrrr (South Eastern R ailway ) , 
on railway land was constructed in Apri l 1968 2nd February 
1970 respectively. Though a period of over 12 years had 
elapsed agreement for land lease was yet to be executed. Th.e 
non-finalisation of agreement has resulted in non-recovery of 
land rent amounting to Rs. 3.64 lakbs during tl1e period 
September 1967 to March 1982. 

(ii) A private siding for M/s. BALCO(Korba (South Ea5tem 
Railway) was opened in September 1970. Though a period of 
ever 12 years has elapsed. the Railway Administration has not 
preferred a claim for land rent aggregating Rs. 4 .06 l akh~ for the 
period from September 1970 to March 1982. 
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J \'. Delay in rel'isio11 of sidi11g charges 

3 .10 Prior to 1959, the basis ot recovery of siding charges 
was not uniform on the Railways. Jn October 1958, the 
R ailway Hoard issued instructions that the Railways should 
adopt the basis of charging on per trip basis or per wagon 
basis taking into account the cost of shunting on ccrch Railway. 
However, these instructions had not bt:en implemented by some 
of the Railways particularly the Eastern Railway. which contlnaed 
the old practice of charging on weight-cum-distance basis. In 

.,_. April 1976, the Railwiry Board laid down that all-India shunting 
engine hour cost and train engine hour co111 to be ad•ised by 

-. it annually should form the standard bsis for recovery of 1idin~ 
charges. These instructions were also not implemented on the 
Eastern Railway upto August 1978. A review of the re•ised 
rates in 60 cases showed thin. the delay in implementing th• 
standardised charges had resulted in under-realisat ion of siding 
charges amounting to Rs. 28.5 lalchs during the period from 
August 1978 onwards. Even upto July 1982, only in 125 sidings 
out of 160, siding charges had been fixed on standard ba'!lfs. 

3.1 1 While the individual railways were to compute an<:! 
rcfix the siding charges annually on the basis of all-India shunting 
engine hour cost advised by the Railway Board ( c.f. 
paragraph 3.10 above), these costs themselves were not revised 
by the Railway Board annually. The costs were advised by the 
Railway Board effective from 1st June 1976, 1st June 1978. 
1st March 1980, 1st July 1981 and 1st May 1982 , there befog 
no revision in the years 1977 and 1979. The short realisation 
of the siding charges on account of non-revision of all-India 
engine hour costs (which are themselves fixed on the basis of 
latest cost data available and do not reflect the current costs) 
would be quite large considering the escalation of 12- 13 per cent 
between tbe costs fixed in June 1978 and in March 1980. 

3.12 E ven after receipt of the advice of all-India engine 
hour costs, certain R a ilways had not revised and notified the siding 
charges promptly. On the Eastern Railway the revision due from 

S/ 23 C&AG/ 82-3. 
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June 1976 was notified in August 1978. The Centred Railway 
hai::!. notified the revisions due from 1978 and March 1980 in 
March 1979 and in October 1980/May 1981 only respectiv~ly . 
SimiJa'rly the South Eastern R ailway had notified the revision 
due from June 1978 in September 1980 only. The rnision 
though delayed was given retrospective effect from th• datei 
actuaUy due resulting in disputes with the siding holden aod 
in accumulation of arrears of siding charges (c.f. para 3.21 et 
seq) . On the Central R ailway such arrears amounted to R s. 23.9 
Jnkbs (of which Rs. 4.0 Jakhs were still ouBtanding in June 1982} . 
On the South Eastern Railway bills at the revised rates had not 
been preferred in some cases . 

3. 13 In the matter of fixing trip timings , though the 
instructions issued by the Railway Board in January 1977 
envisaged revision of the timings and siding charges when there 
was a change in the layout of yard o r the siding or system or 
working o r volume and pattern of traffic dealt with, such revision 
had not been done on the Central Railway. The trip timing~ 

fixed in 1970 and 1974 (for private sidings ) had been continued. 
While the Southern R ailway had carried out a review of trip 
timings in 1978, other Railways had no t carried out any such 
review. 

V I . Incorrect fixation and .1 /10rt recovery of siding charges 

3.14 (i) Non-levy of sid ing charges for removal of empties 
M/s. Nandganj Sirohi Sugar Compa ny Siding, Nandganj, 
M/s. Bhagw:i!l Indust:·i::s Limited Siding, Aish Bagh, Gan~ 

Bridge Prcject sit.ling, Sarnath (North Eastern R ailway) . 

In these three cases there was omission to realise siding 
charges for withdrawal of empties on per trip basis resulting 
in non-collection of charges amounting to R,. l 2 ,000 per annum. 
The A d ministra t ion sta ted (February 1981) that action was being 
taken to follow the correct procedure a nd to realise the arrears. 

-·-

,,____,_, 

-
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. ...J ( ii ) [ncorrect levy of siding charges fo r traffi c hauled over 
Military sid ing-Karr.bar Milita1y D~pot sid ing. Gorakhr ur 
(North Eastern R ailway) 

:\ccording to rule 104(2)(b) in IRCA Military Tariff No. ~ 
lhe siding charges applicable to military traffic are not appllcabiil 
to the stores that arc not the property cf the Ministry of Defence 
at the time of despatch. Petrolcum ioil traffic consigned by [rid i<ln 
Oil Corpora tion (JOC), Gorakhpur, to the Staiion Surx-·rintendent. 
IOC, Gorakhpur Cantonment was hauled over th is siding and 
the siding charges were being levied at the rate applicable to 

Military traffic though it was not applicable in thi~ case. T be 
Administration stated (February 1981) that no separate sid ing 
charges were notified for the party and the matter had been 
referred to Railway Board. 

( iii) Low trip ttmmgs fixed on the basis of inadequate ?.'lld 
unrealistic trials 

(a) Hirdustan Siccl Stock Y ::i rd sid ing, Ballabga rh (Ccr.tr:i l 
Railway) 

The sid ing charges fi xed provisionally in 1977 at 
Rs. 338 per t rip on an estimated time of 1 hours were reduced 
to Rs. 101.50 per trip based on four trials conducted in 
December 1977. Six trials conducted again, in January 1982, 
with diesel shunting engines in use showed a trip time of l honr 
56 minutes (very close to the original estimate of two hours). 
The charges were revised upwards to Rs. 462.50 per trip from 
January 1982. I t would appear that as a result of unrealistic 
asscssm<'Pt of t rip timings the siding chargc5 had beft 
understated. An ear lier revision of the trip timings (than in 
January 1982) based on chanJZed conditions such as increase in 
trnffic, rype of locomotive used, etc .. would have resulted in hi~her 

revenue. For the period July I 981 to J anuarv 1982 alone -;uch 
increase wouJd have b een of the order of Rs. 0.62 lakh. 
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( b) In the case of Shantikhani sid ing at Ballampalli (South 
Cenlral Railway) it was observed from a test check of engine 
movement register for the month of Januarv l 980. that the time 
~n for a round trip ran~ed betwc:en 3 and 6 hours agaiJJSt 
2 hours fixed for purposes of levy of siding charges. The nncler
estimation of trip timings has resulted in short recovery of chare:es 
amounting to Rs. 2 1,000 (approx.) per month. 

(c.) The siding charges for Tfrap Colliery siding and 
T ipongpani Colliery sid ing (Northeast Frontier Railway) had 
been fixed on per wagon b~is taking into account trip time of 
38 minutes and 40 minutes respectively. A scrutiny of the 
train.;: register maintained at the serving station Ledo for the 
months of January 1981 to April 1981, however, showed that 
the average time taken by the engine for a round trip was 3 hours 
20 minutes and 5 hours 40 minutes respectively. The siding 
ch<rrgcs for these sidings continued to be collected on per wagon 
basi~. Levy of siding charges Oil the basis of actual trip hours 
would have resulted in higher revenue of Rs. 2.89 lakhs fo r 
fou r months (January 1981 to April 1981) alone. 

(d ) The siding charges fixed for Hindustan Petroleum 
Corporation siding, Trombay (Central R ailway) were revi'>ed 
f rom March 1980, based on trip time of 54 minutes (Rs. 176.50 
per trip) when one engine was used and l hour 36 minutes 
(Re:. 628) when two engines were used. The siding owners 
disputed the rate fixed by the Railway Administration stating 
that the amount for use of two engines was more thmi twice the 
rate for use of single engine and also that on many occasion~ 

ftlilway utilised double engines for shunting even shorter loads 
which could have been hauled by a single engine. The charges 
were paid at the lower rates resulting in short collection of 
Rs. 6.2 1 lakhs for the period 1980 to 1982. The matter has 
aot been finalised so far (June 1982). 

~ --
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( iv) Omission to reckon the time taken by ranway engines to 
trtivel from the homing shed to the serving station and back 
for purposes of levy of siding charge1t 

According to extant instructions, where engines have to be 
brought from stations other than the stat ion serving the .;1ding, 
the time taken for the shunting engines to go from the homing 
station to the serving station and back should be taken into 
account for fixation of siding charges in addition to the actual 
time. taken by the engines for going frcm the serving station to 
the siding and back. Ia the case of Indian Aluminium Company 
siding at Sambre station and Kesoram Cement siding, 
Raghavapuram (both on South Central Rai lway), though ::i.n 

engine was regularly brought from a' nearby station (other than 
!he serving station) the time taken by the engines from the depot 
station to the serving station ru1d back had not been taken in to 
account. The omission to reckon with this timing resul ted in 
short realisation of siding charges, Rs. 14,000 ( approx.) pee 
month at Sambre and Rs. 9,573 (approx.) per month at 
Raghavapuram. In addition, the yard faci lities created :a.t 
Sambre sta'tion in 1970 at a cost of R s. 9.62 lakhs to meet the 
a nticipated traffic to be offered hy Ind ian Aluminium Company 
Limited remained under-util ised. 

(v) Levying charges on the basis of use of shunting engines 
when actua lly train cngine5 were workcd-~actarpur 

Thermal Pow·~1 · Plant siding-Tughlakabad (Northern 
Railway). 

The traffic received at the siding comprised mainly coal rakc!'
which were directly hauled upto and back frcm the point of 
inter-change by tra in engines . rhe si~ling charges. however. 
had been flxed on the basis of cost of shunting engines instead of 
s hunting cost of train engine resulting in short rcalisat1011 of 
Rs. 2.64 lakhs during the period J anua ry 1979 to May I 981 . 

(vi) Changing the booking point without revisi ng the ~iding 

charges 

The siding charges for Santaldih Pcwer Plant siding (South 
E astern R ailway) had been fixed at Rs. 544 per trip taking into 



account a distance of 4 kms . of the sid ing over which the wagcns 
were to be hauled . From January 1977 the Power Plant Sid ing 
is cpcrated as a separate booking point. The exchange point 
fo r pfacement of wagons wa-s also shifted nearer to S:intaldih 
Station with a reduction in distance to 3 kms. However, ~ iding 

charges fixed at Rs. 544 per trip had not been revised when the 
inll'•changl.' 1x ' in1 wa<; shi ft:.:cl . The Power Plant authorities 
swpped paying sid ing charges, ob jecting to payment a~ R ailwcry 
engines were not going inside the s!ding. No bills had been 
prefcrr~d againi;t the Power Plant authorit ies from Jttnuary 
1977. 

(vii) Delayed no tification of siding charges 

The New Gassification Plant oil s iding, a branch of Ncyveli 
1-i,!:n itc Corporation sid ing (Southern R ailway) \vac; op~ned iR 
M a'rch J 979. T he Southern Railway Admin istration notified the 
si din~ charges in April 1982 only. An amount of R s. 3 .30 lakhs 
due from the Corporation towards siding charges had not been 
claimed so far (July 1982) by the Railway Administra tion . 

These irregularities have resulted in non-realisation /short 
rea'lisation of huge amounts ( R s. 21 Iakhs approximately) in 
the 10 cases alone and the fin ancial implications in other similar 
cases would be quite significant. 

Y H ,\lu11-recorer,r of Shunting Charges 

3.15 The agreements executed with the siding holders ~hou ld 

provide clearly, the point a t which wagons would be handed 
over by the Railway to the party . Sidi ng charges fixed take 
into account the cost involved in placement / removfll at such 
transfer point/inter-cha nge point. T n case where the Railway 
A dministration has agreed to shunt wagons beyond the point 
of inter-change into and out of the siding premises -:hunt ing 
cha-rges are leviable from the siding holders. In a few cases 
test checked by Audit. it was observed that contrary lo provisions 
in the agreement. wagons had been placed beyond the point of 
interchange but shunting charges had r..o t been recovered for 
shunting work done inside the premises of siding holders. 
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3.16 (a) In the case of Food Corporation of India sidtng, 
Bnsti (North Eastern Railway) shunting of wagons even beyond 
the 'transfer l ine' was being done by the railway without recovering 
th::: shunti n;; charges. The Food Corporation of India hnd 
objected to the payment of shunting charges amounting to 
Rs. 3.6 Jakhs for the period upto March 1980 on the ground 
that the siding charges realised from them included the clement 
of shunting operations performed inside their premises. 

(b) Similarly in the case of Indian Oil Corporation si din~, 

Lalgarh (Northern R ailway) the company had not been paying 
shunting cha'fges amounting to Rs. 0.67 lakh for the period from 
February 1968 to May 1981 on the plea that there was no 
interchange point but only terminal faci lity was available. 

(c) The South Central R ailway Administration h:ad not 
assessed and recovered the charges for placement of wagons 
at 'disc point' outside the factory premises of Associated Cement 
Company siding, Mancheriyal though wagons were being placed 
at this p r int during the period December J 974 to August l 980. 
Siding cnarges for placement at 'disc point' were fixed in March 
1980. 

(d} The Northern R ailway Administration also had not 
recovered the charges for shunting operations inside the Delhi 
Milk Scheme siding, though the a'grcement provided for such 
recovery at Rs. 147 per hour for shunting beyond the point of 
interchanee. 

(e) In the case of a private siding at Sodepur Station, the 
F!l!;tcm Railway had failed to recover shunting charges. The 
OJTlission was pointed ou t by Audit in t 975 . The amount 
involved worked out to Rs. 16.68 lakhs from 1960 to April 1 98~ . 

The recovery of shunting chmges was stated to he under coJJsi
dcration of the Administration (March 1982) . 

V III. D ete11tio11 10 wagons i11 sidi11gs and servinr: si'ario11 yards 

3.17 A review of working or selected sidingo; showed that 
there were excessive detentions to wagons dealt with in the 
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sidings. The wagons received at the stations were not place4 
promptly in the sidings but were detained in the yard . There 
were delcrys inside the siding for unloading/loading and in removal 
of wagons. The wagons suffered furthi.:r detention ip the yard 
before despatch. 

3 . I 8 I nstanccs of excessive detentions to wagons arc g1ve1\ 
in Annexure I from which it will be observed that the average 
detention pe r wagon on some sidings reviewed by Audit was 
10 hours to 217 hours. The Railway Administrations ilttnhutd 
the detentions to irrcgula'r running of pilots, receipt of defecti'n~ 
and seals-broken wagon requi ring joint check by Comrncrciar 
and Railway Protection Force staff, diffi.cultks due to piecemeal 
hoc.king of centre buffer coupler wagons, non-availability of 
loco power, mechanical defects in wagons, congestion due to 
heavy placement of wagons, failure of tipplers installed, non
availability of labour, etc. The above factors being controllabJc, 
the detentions of 10-217 hours per wagon appear to be 
abnorma l and affect the wagon turnrnund and thereby, nri.lway 
revenue. 

3. 19 1t was noticed that detentions were caused due to 
acci c:lcnt~ 0n sidings. !During 1978 and 1979 derailment oE coal 
wagons inside the Siogareoi Colliery sidings at Ballampalli and 
Ramagundam (South Central Railway) occurred on a large scale 
causing extensive damages to wagons and Railway property . 
Tiie accidents were attributed to non-clearance of coal lump-: 
littered on rail track. Forty-two wagons involved in derailment 
between June 1978 and D ecember 1979 had been allowed to 
lie in the <rrca for periods rangjng between 251 ancl 875 days, 
thereby losjng 18.469 wagon-days before their removal for 
repairs. Besides the immobilisation of wilgons, the damages to 
roJling stock were est imated at R s. 1 .80 lakhs in respect of 
39 wagons on 3 s.idings. Further, 26 wagons and 7 brakcvans 
( total cost R s. 3J lakhs) damaged beyond economical repairs 
had to be condemned prematurely. Though the standard form 
of a.gr"Ccmcnt defin ed the firm's liability in th is respect, no action 
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h ad been taken by the Administration to recover the ..:n:-t ,,f 
damages. 

3.20 111 a few cases noticed by Audit , shunting charges or 
demurrage charges had not been recovered though wagons 
-su ffered detention in the yard on account of inadequate capacity 
of the sidings. These arc mentioned below : 

'( i) Government pow:!r House Sidin g, Gorakhpur Ca11t0nmenf 
(North Eastern Railway) 

A s the transfer line was hardly suffic ient to accornm.iJatc 
5-6 four-wheeled wagon , the siding was work ~d 0nly 
after blocking the section for about 60 minutes, a~ 
a result of wh ich trains from adjacent sta tions .m·ITcred 
detention. Jn order to avoid blocking the -;cction 
for more than 60 minutes, the entire load .,f f 5 to 
40 wagons were pushed inside the power house and 
in the process, the railway engine ha'd to shum beyond 
the transfer (interchange) po int. 

Proposals for remodell ing or provid ing an a·Jditional 
transfer line taken up in 1957 aod again in I 968 
bad not been pursued fmthcr by the Ra ilway 
Administration . Meanwhile, no shunting charges 
were being recovered from the Power Hom.c 
authorities. 

(ii) fnd ian Oil Company siding. Jullu nd u:· City (. ,)('' hL·rn 
R ailway) 

The siding consists o f two lines. li ne 'A' and line ' B'. 
As line 'A' could hold 29 wagons only. whenever oil 
special trains bringing 42 wagons for Indian Oil 
Company arrived. the 0xcess wagons were placed 
on line 'B'. However, ~ 1ding charges in respect of 
tank wagons placed on !inc 'n' were not recovered 
though placement/removal from this line involved 
additional shunting. The omission to levy -;idin~ 
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charges in respect of tank wagons placed on line · 13' 
had resulted in short recovery o[ Rs. 2.3 L lakhs for 
the period June 1978 to May 1981. 

(iii) Barauni T hermal Power Plant Sid ing (En.stern Railway! 

The capacity of thi.: two unload ing lines (l ines l and 2) of 
the siding was 32 and 35 wagons respectively. Ai. 
a result an ordinary trmn rake of 70 wagons of coal 
could not be accommodated on the unloading l ines 
and loaded wagons suffered detentions exceeding 
36 hours on other l ines awaiting placement. The 
agreement provided for levy of demurrage chaq?.es 
for detentions beyond 36 hourc; on those wagons 
tha't were in excess of the capacity of the siding. 
The Eastern Railway Administra tion, however, had 
not levied the demurrage charges, <rmounting to 
Rs. 2.33 lakhs per year during the period 1977-78 
to 1979-80. The Administration contended 
(October 1980) that the question of ra1smg 
demurrage bills on wagons detained in the yard did 
not arise as according to Railway Board's instructions, 
the Railway Admi ni tration could impose operating: 
restrictions on booking of further wagons to the 
siding until the party was in tt posit ion to freely 
receive all wagons booked to sid ing. H owever, no 
such restriction had been imposed by the 
Administration nor demurrage charges levied. Also 
the contention of the Railway Administra tion was not 
correct as imposition of restrictions would have only 
relieved further congestion and could not compensate 
for detention suffered by wrrgons. F urther the 
agreement with the Barauni Thermal Power Plant 
Authorities provided for levy of demurragc charges 
on wagons arrivi ng a t the station in exce<s of the 
capacity of the siding nnd detained there for over 
36 hours. as envisaced in rule 25 15-A of 1 ndian 
Railway Commercial Manual. 
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IX Outstanding sitf i llg cluu ges, den111rrage char.;e.t etc. 

3 .2 l The delivery of wagon-lo ad consignments to sidings is 
lo he effec ted only after book delivc rv* o n collection o f railway 
d ues Du ring the review of sidings, it was observed that these 
jnstruc1io ns were not beinl! followed b y the R a ilways with the 
rcsull that there were huge amounts o f freigh t charges due for 
recovery fro m the sid ing holde rs. In some cases the amo unts 
were pending recovery from 1969 o nwards. Besides recovery o~ 
frci~ht and sid ing charges, dcmurra_g.; chaq:i.cs accrued o n wrrgons 
det ;iincd in the siding beyond free t ime allowed for load ing/ 
unload ing are a lso to be rccover.erl . 

3.22 A sta tement showing the o utstanding amo unt o f these 
charge~ in the cases test checked by A ud it is given in A nnexure 1 i . 
The total amount o utstand ing at t he end o f June l 982 was 
R~ . J 17.89 crorcs of which Rs. 40.53 crorcs w.er(! o n account of 
d cm urrage cha rges. The outstandings in some c:.is~s related to 
1964-65 indicating abnormal de lay-> in the recovery o f fre ight. 
fiding, and demurrage charges. 

3.23 A few ir reguhri ties in recover ing freight and d .:mu rr:rgc 
ch;;rgcs a re mcnt ioned b:-low : 

( i) The exteot of d elay in effecting book delivery rangell 
from 1 to 4 months on North Eastern Railway ar.tl 
25 to 60 days o n N0rlhe(lsf Frontie r Rai lway on 
some sidings. T he Government P ower Ho use 
Gorakhpu r Ca nto nment ( North Eastern Rai lway ) 
had no t surrendered the railway receipts to the goods 
shed for the last two y~,~ rs (1979-80 a nd 1980-8 I). 

{ii ) On the Eastern Railw<ry, 266 wagons (unconnec ted / 
diverted wagons ) were de livered to five sid ing holders 
during the period February 1967 to July 1978. T he 
fre ig ht ( R s. 4 .10 lakhs ) a nd cost of mate rial 

•Fo rma l ~le l ivery thro~1g.h documents at the ~ ltt t ion p r=;;mises followed 
hy physical deli very at the siding. 
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(Rs. 9 .40 lakhs) due from the siding holder~ had 
not been recovered ;;o far (June 1982) . The out 
standing freight had not al5o been brought to account 
in the records of stations. 

t iii) SimHarly on the Northern Railway freight charges 
amounting to R s. 4.59 crores were due upto the 
end of May 198 1 from 3 siding holders for coal ;lnd 
P.0 .L. traffic d iverted to them. Memo invoices 
(proforma invoices ) had not been prepared and 
freight charges had not been shown as outstanding 
in the books of the R ailway. 

<iv) On the South Eastern Railway also freight char~c~ 

amounting to Rs. 9.26 lakhs for the period M~ 1980 
to February 1981 were out.standing at the cod of 
March 1981 from two sidings .i n respect of un
connected/ d iverted wag0ns delivered to them. 

(v) The demurrage charges outstanding recovery fwrn 
Dalmia Nagar siding (Eastern Railw::ry ) at the enJ 
of April 1980 was R 5. 2.57 crores. Demum 1ge 
bills on coal rakes for the period 1963 to June t 069 
had been preferred in l 979 only, a fter 16 year~. 

The firm requested the Railway Administration to 
make available to I.hem R ailway's records (or 
scrutiny. There has te<"! n n.o progress in the 
realisation of the amount ( October 1982) . 

(vi) The agreement with Bara uni Thermal Power Plant 
sid ing provided for levy of demurrage charges on 
wagons detained at the station in excess of 36 hour-; 
f0< want of ca-pacity of the sid ing. T hough 
detention to wapons exceeding 36 hours was a 
regular feature d ue to capacity restraints fc.f. 
paragraph 3.20 ( iii) above), demurrnge bills had 
not been preferred as the station stafT were no! 
aware of such a clause in the agreement. 
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( vii) D emurrage charges for wagons detained in steel plants. 
are calculated on turn-round basis. According to 
the instructions issued by the Railway Board when
ever a steel plant is able to achieve a turnround 
consistently less than th~ fr(:e time allowed, the 
plant should have the benefi t of adjusting ha![ of 
the credit hours thus earned against the demurrage 
incurred on any other type of wagon on annual basis. 
The above instructions have not been followed 
properly by the Eastern Railway while levying 
demurragc charges at Burn & Compa ny siding/ 
Buropur in that the siding holder had been allowed 
to enjoy 100 per cent of the credit hours instead of 
50 per cent of credit hours. T he error resulted in 
short realisation of Rs . 19 .36 Jakhs for the years 
1979-80 lmd 1980-8 1. 

(vi ii ) Despite retrospective revis ion of free time and 
demurrage rules for all steel plams from 1973 by the 
Railway Board in September 1978 the outstandings in 
respect of the five steel pla nts on South Eastern Rail
way were R s. 9.23 crores on 30th June 198 1. The 
demurrage bills for the per iod from April 1977 are 
also pending to be recast. 

(ix ) According to extant orders, if wagons are placed or 
released in the sidings beyond working hours, the time 
of placement or release is to be taken as from (next) 
working hours. However a t the Synthetic and Chemi
cal Rubber Factory Siding, Bhitaura (Northern Rail
way), when the wa~ons were placed after working 
hours, the time was reckoned from the next working 
hours, but when wagons were released after working 
hours. the actual time was taken thereby avoidi11g 
demurragc charges. Though the practice was dis
continued from May 19 80, an amount of Rs. 0 .77 
lakh due as demurrage charges for the period fanuary 
1978 to August 1979 had not been realised . · 
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( x) It was noticed that Southern Railway Administ ration 
had waived huge amounts of demurrage charges 
accrued in a routine' manner. Out of Rs. 23 .94 lakhs 
demurrage charges for the period 1974-75 to 1979-80, 
in respect of J nd ia Cement sid ing. Tal~uthu 
Rs. 15 .96 lakhs were waived by the Administration 
in December 1980 on the p'.ea that the siding owilcrs 
were not liable for detention to wagons. Similarly in 
the case of Ennore Thermal Scheme Siding, out of 
Rs. 26.39 lakhs :.iccrued during the period 1977-?R 
to 1980-8 I , Rs. 24.20 lakhs (92 per cent) wcrl' 
waived. Howevcr, in 1981-82, Rs. 20 lakhs out of 
Rs. 24. J 2 Jakhs demurragc cha;gcs· accrued had been 
recovered. 

X.. Ou!~landing du-?s frnm Power House., 

3.24 Though the Public Accounts Committee ( 1977-78) had 
recommended to the :Ministry of Energy cxpooitious settlement of 
Railway dues which had accumulated to Rs. 25 .05 crorcs at the 
end of June 1976, the outstandings from Power Houses at the ~nd 
of June 1982, amounted to Rs. 67.46 crores. Of this. Rs. 46.93 
crores were due to Northern Railway, Rs. 5.55 crores to Eastc·rn 
Rai!Jway and Rs. 11.24 crores to Central R ailway. The dui:s •-om 
D.E.S.U. (Ddhi Electric Supply Undertaking) and UPSEB ( Uttar 
Pradesh State E lectricity Board) amount to Rs. 19 .80 crores and 
Rs. J 6.40 crorcs respectively. The position of outs'.anding freight, 
demurrage a nd siding charges in respect of the various Power 
Houses is gi.vcn in Annexure III. 

3.25 The outs~and ings maiP-ly comprise freight on conRign
mertts ( coa1) on hand/ not on hand, demurrage charges and othe.r 
charges and included amounts relating to the years earlier than 
1972. The dues from DESU include Rs. 0.37 crore, R s. 2.23 
crores, 0 .37 crorc, Rs. 1.57 crores relating to the years I CJ74, 
1975, 1978 and 1979 respectively. 
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3.26 Non-observance of ruks relating to book delivery and 
col~tect ion of charges and late submission of ra ilway receipts by the 
Power House Authorities were the main rcason6 for accurnulati.on 
of such outstandings. Commenting on lhC late submission of rail
way receip~s by the Power House Author ities, the Public Accounts 
Comm it!ee ( 1977-78) had ;ccommcndcd that the Ministry of 
Energy should devise s teps to ensure prompt delivery of railway 
receipts to consignee . The Ministry of Energy had replied 
( August 1978) that railway receipts were nbmitted to DBSU 
within 30 days by the coal supplying agencies. 1t was. however, 
notic<:d that Power House Authoriti:::s (inclndi ng DESU) were not 
surrendering the railway rc'Ceipts nor signing the delivery books in 
token of book delivery. The bil~s were preferred by Railway 
authorities on the basis of invoices but payments were not forth
coming from the Power Houses leading to heavy outstanding.'\. 

Xl . Diversion of coal wagons and recovery of cost / freight 

3.27 The loading o f coal for power houses and major indus
tries is done according to " programme" and "linkage". • Diversion 
of coaJ wagons of one Power House/ Industry to another is, how
ever, resorted to by R ailway Authori ties wit'.h the objC{;tive of 
quick release of wagons and feeding Power House/ Industry accord
ing to their requirements. Whenever such divers ions are effected, 
delivery of coal is made on "wagon to wagon" basis against pend
ing rajlway receipts of the party. In such cases. freight collected 
is as indicated on the railway receipts and the delivery of such 
diverted/ unconnected wagons is adjusted against outstanding rail
way receipts. If ra ilway receipts / invoices arc not available when 
wagons arrive in Power Houses and they have to be relooscd ;mmc
diately, the statioos have to J1repare 'memo invoice' and recover 
freight charges. 

3.18(i) I t \'r.!S ~ that on NortJ1ern Railway alone the 
freight charges outstanding in respect of unconnected/ diverted 
coal wagons amounted to Rs. 6 .94 crores at the end of Decemhet 
1980. 

•System of nomlnathn of colliery for supply to the 1pecifted Power 
House;;. 
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(i1 ) The recovery / adjustment of cost of coal end other 
materials delivered to Power Houses and other workshops was. 
also pending on all Railways as shown below 

Railway Amo unt Remarks 

Central R s. 55 . 38 lakhs as on 31-3-1982 

Eastern Rs. 22 . 90 lakhs as on 31-3-1 982 

Northern Rs. 21 . 77 crores as on 30-,-1982 

North Eastern Rs. 28. 94 lakhs as on 30-6-1 982 

Northeast Frontier R s. 3. 19 lakhs as on 30-6-1982 

Southern Rs. 33. 13 lakhs upto December 1980 

We;:tcrn R5. 13 .91 lakh~ as on 30-6-1982 

( iii) Further, there was delay in reconcil iation of coal" 
delivered with the claims of the Power Houses for missing wagoll'S 
on all Rai lways e.g. on Centnrl R ailway such reconciliation for the 
period from 1975 onwards was completed in 1980-8 1 whereas on 
Northern Rai!iway outstandings from 1970 are yet to be recon
ciled. 

(iv) While on the one hand, recovery was due from the Powe1 
H ouses, tbc Central R ailway Administration on the other hand has 
proposed to pay compensation amounting to R~. 17.03 lakhs to 
New Power House siding, Faridabad as it could not grant 
matching delivery for 390 wagons pertaining to old {1eriods (from 
1971 onwards). The number of unconnected/ d iverted wagons 
due for recovery from that Power House \¥as 3,858 at the end of 
June 1981. 

(v) Adjustment of diverted wagons against pending claims of 
the Power Houses were made by Central and Western Railways 
on one to one basis without reference to weight and quali ty of 
ooal delivered. This bad resuJted in excess delivery of 541.5 
coon~ to New Power House, Faridabad upto 31st July 1980. On 
tbe Western Raimay the undercharges of freight on this account. 
amounted to Rs. 35.1 7 lakhs for the period July 1979-Decernber 
1980, which were recovered afte r a delay of 3- 19 rnonr hs. 

-
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X I L Non-recovery of establishment charges 

3.29 The terms of agreement with siding owners also provide 
that if separate goods clerks or other railway <;taff are employed 
for the purpose of effecting delivery /booking within the siding, 
the customer should pay the cost of establi5hment together witit 
incidental charges. 

3.30 The Food Corporation of India (F CI) took O'Yer the 
working of the Civil supply siding at Cossipore on Eastern 
Railway, in 1966.. The number of r<'\ilway staff working on the 
sid ing was increased from 8 to 20 in May J 970 on account of 
increase in workload in the siding. T he F C r authorities, however. 
continued lo bear the cost of 8 s taff only. The Railway 
Administration did not move the FCI authori ties for recovery 
of the coot of extra staff though the Goods Supervisor, Cossipore 
had reported in May 1970 that he had to engage 12 more staff 
on the siding due to increase in volume of traffic . The cxtr:i 
expenditure incurred by the Railw:iy Administra tion on th i~ 

tYCcount worked out to Rs. 2.75 Jakhs for the period May 1970 
to December 1979 and was yet (November 1982 J to be 
recovered. 

3.31 The Central Railway Adrn;nistration had provided 
siding clerks at Hindustan Petroleum Lim ited and Bharat 
Petroleum Limited sidings at T rombay. The staff were working 
in two shifts and their cost w a'S being recovered from the siding 
ownc-rs . With a view to clearing heavy demand of wagons from 
the two f."idi ngs, the R ailway Admm1stration started thiru shi ft 
work ing from January 1978 by paying overt ime to the existing 
staff. H owever, the consent of the parties was not obtained . 
TI1e bills preferred by the Railway Administration were not paid 
by them on the plea that third shift working was int roduced by 
!he Railways on thetr own. The Railway Administration stated 
that tl1c matter regarding recovery of the amount (Rs. 1 .39 
lakhs) was being pu rsued with the firm s. 

S/ 23 C&AG/ 82--4. 
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3.32 On the South Eastern Rai lway an amount of Rs. 22.32 
lakhs toward~ cost of railway staff worlcing in the sidings was 
outstanding recovery at the end of March l 980. 

X 11 I. Summing up 

3.33( i) Though the terms and conditions for construction 
and working of the siding are to be embodied in an 
agreement executed by the siding owner with the 
Railways for ensuring that normal working of tht' 
siding conforms to the provisions of agreement, in 
a large number of cases (11 8) no agreements had 
been executed. The absence of agreement ha:d kd 
to disputes with siding owners. 

(ii) Recovery of interest and maintenance charges was 
not being made regularly and the delay in 
implementation/non-implementation of instructions 
regarding periodical revision hoo resulted in short 
realisation of interest and maintenance charges 
amounting to R s. 1.46 crores (on Eastern Railway
Rs. 89 lakhs, Northern Railway-Rs. 54 lakh~ . 

and Southern Railway-Rs. 3 lakhs) in cases test 
checked by Audi t. Apart from non-revision, even 
reco,vcry at old rates \v8s in arreur:>. ·ri1c total 
outstanding amount was Rs. 7.05 crores at the end 
of March/June 1982. 

( iii) The instructions issued by Ministry of Railways 
regarding standardisation of siding charges had not 
been implemented properly by the Railways, 
particularly on Eastern Railway where the delay in 
implementing the orders had resulted in under 
realisation of siding charges to the extent of Rs. 28.5 
lakhs from August 1978 onwards. Moreover, the 
non-revision of all-India shunting engine hour cost 
in 1979. by the Railway Boa:rd would appear to 
have resulted in loss of siding charges to the extent 
of 5-6 per cent of the total siding charges which run 
to Rs. 6 crores (approximately) annually. The 
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revlSlon of charges i>y the R ailway<; based on the 
all-India shunting hour costs as advised by the 
Railway Board was delayed and the retrospective 
revision bad led to accumulation of arrears ( R-:. 23.9 
lakhs on Central Railway alone) and disputes with 
siding owners. In the matter of fixing the siding 
charges also, there were irregularitie:oi in computing 
the trip time, levy of charges for haulage of empty 
wagons, etc., leading to short realisation of Rs. 21 
lakhs in 10 cases alone. Shunting charges for 
placement of wagons beyond the point of interchange 
had not been levied and the amount involved in a 
few cMes test checked by Audit is Rs. 21 lakbs. 

Wagons meant for sidings suffered abnormal ucren
tions, nmging from 10 hours tc• 217 hours per wagon_ 
in the yard and inside sidings on account of irregular 
running of pilot trains. 

(v) There were abnormal delays in removal of wagon:s 
involved in accident from the sidings anu recovery 
of damages therefor . 

(vi) The inadequate capacity of the sidings nccc~s1tated 
additional shunting or detention to wagons on some 
sidings, but remedial action by way of recovery of 
i;hunting charges or demurrage charges had not fJecn 
taken on the North E~tern, Northern and Eastern 
Railways (Rs. 2.33 lakhs per an num on Easterw. 
Railway for the period 1977-78 to 1979-80). 

<vii) Non-observance of instructions regarding collection 
of freight, siding charges mid demurragc charges h:id 
resulted in accumuhtion of outstandings of 
R s. 117.89 crores from 1964-65 onwards. On 
account of delay in preferri ng bills, clcmurrage 
charges outstanding from five steel plants was 
~. 9.23 crores ( June 1982) on the South Eastern 
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Railway and R s. 2.57 crores from a private siding 
on Eastern Railway. Similarly the outstanding clue 
from Power Houses in respect of freight and orher 
charge;; amounted to R s. 67.46 crorcs (June 1982) 
mainly on account of late submission of rai lway 
receipts and delay in settlement of bills by Power 
Houses. Besides, the recovery o ( cost of coal 
diverted to the Power H ouses was also pending 
recovery for long periods (from 1960--1975 onwards 
oa Central, Northern, Nnrtn Eastcro and Sottthern 
Railways). 

I ...._ 

-



._/ 

-
CHAPTER JI 

WORKS 

4. Central R~1ilway-Construction of brOad gauge line IJetw1,-en 
Diva and Bassein Road stations 

The Ministly of Railways (Ra-ilway Board) accorded 
(January 197 1.) their sanction [or undertak ing survey for th~ 

coi;struction of a broad gauge (BG) line (4 1.96 k m ) b\!Lwcen 
Diva stat ion on Cent ra l Rai lway and B assein Road i;tat1011 on 
Western Railway. 

The objects of the line as given 111 the P roject Report 
were mainly as follows : 

(i) To cater to the interchange traffic between Western 
Railway and Centra l R2ilway. ( D adar junction to 
be closed to inte rchanged goods traffic b;.;causc qf 
saturation of the existing section). 

( ii ) T o avoid d etention caused to the wagons interchanged 
a t D ad ar and marshalling of the wagons in Bandra 
marshalling yard . 

( iii) To give re lie f to the .rnburban sections of both the 
Central and Western Railway~. 

Based on the survey, construction of the B.G. line was 
-sanctioned at a'n estimated cost of Rs. 10.33 crorcs ( without 
e lectrification) aod R s. 12.73 crorc5 (with e lectr ifi cati11n ) hy the 
Ministry of R ailways ( Railway Board) in April 197'2. T he 
return on capital was assessed at 8.53 p(~r cent (i n the ~ 1xth ycixr 
of opening of the line). The work o n !he project comml!ncerl 
in March 1973 and was to be completP.d within th re~ years i.~ . 

45 
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by March 1976. However, only 23 .6 per cent of the work 
wa-. completed by March J 976. The Ministry of Ra ilway:, 
(Railway Board) in October 1977 decided that the Diva-Bassein 
line ~hou.ld be commissioned with d iesel t raction in the first 
inslancc. 

Tht cost of the work was revised to Re;. 23.48 crorcs 
in May 1978, taking into account the change in the mode of 
tr:1c.:t!on from 25 KV AC to 1500 V D C, general price rise and 
modifications in the construction de3ign etc. The following 
revised targets were fixed for completion of the line : 

(i) With diesel tPaction 

( ii) With electrification 

March 1980 

June 1982 

A review o( the planning and execution oi Diva-Basscin 
R oad Project revealed the following : 

I. Defm· i11 handing over the site to the comraccor 

ThL contract for e?rthwork and minor bridges irr 
Sccli<'fl V ll-A was awarded to contractor 'A ' in D ecember 1973, 
to be completed by March 1975. The Rai lway Admiuistrati0n 
was not haviDg possession of the land at that time, for handing 
it over tc the contractor. The State Government completed !::ind 
acquisi tion proceedi ngs in November 1 Q74 only. The Railway 
Adminis1ration g~ve the contractor extension of time upto 
22nd December 1975, without penalty. T he contractor went 
for arbitra tion and claimed (July 1977) Rs. 40 lakhs on account 
of dcla. in handing over the site and the resultant escalation in 
rate~ . idling of ma-chinery and labour e tc. The Railway 
Adminii>tra tion appointed two serving ra ilway officers as 
arbitrators in January 1978. The arbitrators d irected both the 
contractor and the Railway Administraiti on Lo send statement of 
fact~ and claims/counter-claims by March 1978. While the 
contractor submitted his statement in March 1978, the R ailway 
Administ ration failed to file their counter sta1ernent despite 
repeated extens ions given by the arbitrators. The R ailway 

...... 
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Administration took 6 months m collection and scnitiny of 
relevant data upto 30th August 1978, and thereafter, allowed 
lime to lapse, fi rst in raising doubts about their requests for 
cx tem:ions having reached both th;! arbitrators (as replies to 
them were being given by one of the two) , and later on 
chalknging legality of arbitration proi.:eedings. The arbitra tors 
awarded Rs. 18 lakhs plus interest and other costs, to the con
tractor in April 1979 . 

The lapses on the part of the Railwily Admin istration m 
this case were as under : 

(i) Award of the contract before acqumng physical 
possession of the land was in violation of the M inistry 
of R ailways' (Railway Board ) standing. instructions 
(of 1972) which enjoin, i11ter ali(I , that the Railway 
Administration should invite tenders only wh.:n fully 
prepared to hand over the sites. 

(ii ) Ha'Ving appointed two serving railway olliccrs as 
arbitrators, the R ailway Administrat ion never fi led 
claims or counter-claims befor~ the arbitrators. They 
rather started questioning the jurisdiction of the 
arbitrators to continue the proceedings. 

11. Opf'ration of (Ill avoidable additional non-standard item 

As per Railway's Book of specifications. there crrc two 
types of embankments---0ne for formation wit hout compaction 
(~pccification number 201) and the other for formation with 
compaction (specification No. 202). In Div:l-Bll's~e in R ailway 
Prc1ject, certain embankments were clas<;ified under specification 
No. 202 (with compaction) , while in the sam~ section so me 
embankments were also classified under specification No. 201 
( withou! compaction). An additional non-sla'ndard item 'Extra 
for compaction' was also provided to cater for contingencies of 
compacting earth, wherever, requi red separately. There was, 
however, no need for this item in view of the over-all specification 
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No. 20'L. Having provided and operated this non-standard cxka 
item, it was also not ensured that the rate prescribed fo r 
emba nkments (under 201) plus extra for compaction was not 
more thai: the rate fixed for specification under 202. This aspect 
was not brought out by any of the tender committees, whik 
finalising such contracts. This r~sulted in avoidable payment of 
R s. 5.46 lakhs. 

In 5 other contracts, clai ms amounting to Rs. 16.65 lakhs 
arising out of disputes over various matters including operation 
of thfa non-standard item were awarded by the arbitrators (who 
were serving railway officers). However, the exact amount 
relating to the afor~said non-st3ndard item could not be 
segregated. as the awards did not give any itemwise break up. 

Fourteen court cases agcrinst the Railway for other claims 
of Rs. 186.83 lakhs covering 9 contracts are also pending. 

II T. Construction of Bridges 

T he two major bridges to be constructed on this line 
required 5 girders of 45 .7 m :;pans. The work relating to 
sub-structures for these bridges -.vas given on contract, whik !h..: 
work of fabrication o.f steel girders was entrusted to the Railway's 
Civil Engineering Workshop at Manmad. The work orders for 
this fab rication were issued in March 1975, though the work oa 
the p :oject had commenced in March 1973. While th~ work of 
sub-stmctures was completed by the contractor in September 
1977, the fabrication of girders was not done by the Ra ilway 
workshop. In February 1978 (aftei· nearly 3 years) the Railway 
Administration issued revised work orders setting the target dates 
for fabricat ion of girders as 3 1st A ugust 1978 ( for 3 girders) 
and 3 1st October 1978 ( for 2 girders ) . The Chief Bridge 
E ngineer who Wa's in-charge of Railway Workshop at Manmad. 
stated in August 1978 that they wouJd not be able to supply 
the gi•·ders by 3 1st October 1978, but they could supply the 
girders by December 1979 at the fabrication cost of Rs. 1,800 
per tonne. 

' .>- · 
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At this stage, the Railway Admimstration <.bcidcd to 
gel the work done by contract. Tenders were called for, which 
were returnable by 14th December 1978. The lowest vffer o[ 
a public sector undertaking at the rnte of Rs. 2,700 per tonno 
was accepted on 12th April 1979. (The same fi rm had earlier 
in June 1978 offered to do this work at the rate of Rs. 2,400 
per tonne, but this was not accepted by the Admimstration) . 
However, the contract agreement was executed on 6th May 1980 
i.e. over one year after the issue of acceptance letter. The terms 
agreed to were as under : 

(i) The material required for the f<tbrication was to be 
supplied by the Railway. 

(ii) For any revision of the wages of the contractor's 
Jabour, the Railway would have to pt1y escalatio n 
charges subject to a ceiling of Rs. 540 per tonne. 

(iii ) The supply of fabricated material was to be .::om
pleted within 4 months i.e. by 11th August 1979. 

Though the acceptance letter was issued in April 1979, 
the despatch of Railway material :;tarted in July 1979 . and was 
completed in January 1980. 

The materials supplied ( 709 .099 tonnes) included about 
135 tonnes which had roll ing defects and were hcavi.ly pitted . 

The defects in 70 tonnes were rectified by the contrnctor. The 
balance was rejected and recoupeu sub&equcntly. 

The contractor did not deliver the fabricated material 
by the target date. However, the Ra·ilway Administraticn gave 
extension without penalty upto 31st July 1980. Th~ delivery 
of fabricated girders ( 585.755 tonnes ) commenced in March 
1980 and was completed in September 1980. 

The wage rates of the contractor's labour were revised 
with effect from 1st December 1979. 1 n consequence, by 
application of the escala ti on clause, payment became due at th i; 
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maximum rate of R s. 540 per tonne, for the entire quantity, as 
thG fir~ despatch took plac more than 3 months aft er the ris~ 

in wages. 

The following points arise in this case : 

(i) T here was delay on the part of the Railway Adminis
tration in procuring 5 girders within a period at 
7 years (M arch 1973 to March 1980). Since the 
work on iDiva-Basse i11 Project had started as cailv 
as in M arch 1973, and the R ailway Admi nistration 
was aware of the types of spans required, work o rders 
for fabricat ion of girders cou ld have been issued to 
the R ailway Workshop much earlier tha n MaTrh 

1975. 

(ii) After the Railway workshop had failed to take any 
a-c tion for 3 years from March 1975 to February 
1978, if the Rai lway Admi?1istration had at that sta2e 
itself opted to get the work done through an our~idc 

agency, the rate of R s. 2,400 per tonne quoted by 
the Public Secto r Undcrtak i o:~ in June 1978 could 
have been availed of. leading to a c;aving of R s. 4.92 
lakhs rCRs. 3240-2400) x 585.755 tonnesl . 

(ii. ln August 1978 the Chief B ridge Engineer had stated 
that tbe R ailway Workshop at Manmad could supply 
the girders by D ecember 1979 at a fabrication ro~f 

of R s. 1,800 per tonn e. Considering the usual time 
requi red for finali sation of tender a-nd the stipulated 
period of execut ion of contract a nd the extensions 
likely to be given, the Administra tion could have 
foreseen that there would not be any material 
d ifference in the delivery dates of the R ai lway 
Workshop and the c::in:racto r. T he Administration 
had an added advant·1ge in the case of the former. 
masmuch as, it could exercise p ressure at higher level 
to get the work executed depa rtmentally. As it 
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I 
actually turned o ut , the contractor cc.. ... ,.._ 
(September 1980) the delivery 10 months later than 
the date (D ecember 1979) given by th~ Chief Bridge 
Engineer. Besides, the extra expenditure that had 
to be incurred in addition, came to Rs. 8.43 lakhs 
[Rs. 3240-1 g()0) X 585.755 tonnes]. 

(iv) T he Administration failed to despatch the material 
for fabrication as soon as the contract was ~citied. 

It took the Administration three months to despatch 
the fi rst consignment of 40.50S tonnes out of the 
total requirements of 709.099 tonn'!s of material. 
The total supplies were complet-~d by January l 980 
( 4 months after :he schcdulccl date for delivery of 
girders by the contractor). Further, the 
Administration sent nea rly 135 tonnes of defectivc
material, part of which \vas rc1ected :111d part recti fied . 
But for these acts of omission and commission cin 
the part of the Ad miniotrntinn, the work could have 
been completed by the contractor by due date. vi::.. 
12th August 1979 or with a fur ther extension of 
2 or 3 months i.e. to end of November 1979 at the 
latest. Even the contractor in the initial tender had 
asked for a maximum period o( six mor. ths. Obviously, 
it was possible for the Administrat ion to get the work 
executed before the cnicial date of 1st December 
1979 when the wage esca lation took place. The 
total amount of payment due to ihc contractor on 
account of wage escala'tion for 585.755 tonnes works 
out to R s. 3. 16 lakhs. 

(v) The specia l condition of contract provided for a 
monthly report on the progress of manufacture. 
How1::ver, not a single report was submitted by the 
contractor. T he R ailway A dministratjou had posted 
an Inspector of Works (lOW) at H owrah to monitor 
the progress and do liaison work. He also did not 
submit any reports. T he contractor broached the 
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question of escalation in October 1980 only, that 
is, after the despatch of the last consignmcot llf 

fabricated material by him in September 1980. 

IV. Mode of tracti<Jtl 

The Ministry of i.ailways (Railway lloard) had decided 
in October 1977 that Diva-Bassein line should be commissicncd 
wi th diese! traction in the first instance. The line wac;; certified 
fit by the C hief Engineer (Construction ) for operation with diesel 
traction for goods trnffic with effect from 25th November 1980, 
but it wa~ not commissioned. Jn consequence, the benefits < c.r. 
para 1 above) that could have a'ccrued from this line conc;;tructed 
at a cost of over Rs. 23 crores, had not bcrn avai led of for over 
two year~ (November 1980 to November 1982) , as had been 
planned earlier in October 1977. It may be added that despite 
the trunk routes being electrified in Bombay area, diesel engines 
are still in use for shunting and banking purposes, :ind cou ld 
have been productively used on thi8 line as wdl. 

This para was issued to the Ra ilway Administration in 
August 1982; its reply thereto is still awaited (November 1982) . 

5. North Eastern Railway-Gauge conversion frnm &unastipur 
to Darbbanga 

Samastipur-Darbhanga section (38 Km) form<; pa'rt of 
Samastipur- D arbhanga-Raxaul branch line (182 Km). Thl! 
Ministry of Railways (Railway Board) had instructed the Railway 
Admin!~tration to examine the financial viability of conversion 
of Samastipur-Raxaul branch line from Metre Gaug~ ( MG) to 
Broad Gauge (BG) via. Muzaffarpur a nd via Darbhanga in 
M ay 1964 and again in April 1969. The investigation by the 
Aclminbtration on both the oc.::ao:i1rns established that the 
conversion was no t finan cially viable. However , the p:i rt 
conw rsion of the section 'Samastipur- Da rbhang:i' of the branch 
line 'Smnast ipur-Raxaul' was included in th~ budget fo1 I 974· 75 
at a cost of Rs. 4.75 c rores by the Ministry of Railway~ ( Railway 

-
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Board). The part conversion was held to be justifie(j 
foJl owinµ grounds : 

( i) It would reduce transhipment at Samastipur 

( ii) It would help in the industria'l develcp1 
Darbhanga and surrounding areas. 

(i ii) It would serve the Air Force Headqua 
Darbhanga. 

An abstract estimate amounting to Rs. 9 .62 crores (a~ 
the original estimated cost of Rs. 4.75 crores) was st 
by the Railway Administration :o the Ministry of I 
(Railway Board ) in D ecember 1974. 

The part conversion of Samastipur-Darbha:iga sect. 
not recommended either by the General Manager or the F 
Adviser and Chief Accounts Officer c[ the Railway 
reasons indicated below : 

( i ) The existing MG line capacity on Samas 
Darbhanga section was not utilized fully. As 
the capacity of 18 trains each way, only 1 L 

each way were running. 

( ii ) The part conversion from MG to BG would 
transhipment problems at Darbhanga in resj 
large sccrle international traffic for Nepal 
through Raxaul. 

(iii) The return on capital would be only 3.58 p 
as against the general nona of J 0 per cent of fi 
viability. 

No prionty was given to this project by the Mini: 
Railw3y~. (Railway Board), and only token allotme nt of R! 
was made till 1979-80. However, during 1980-81 , the R 
Adm.injstration, at the instance of the Ministry of R1 
(Railway Board) , submitted (December 1980) an U 
Certifka't~ for Rs. 60 lakbs, which was sanctioned in Marci 
by th:: la tter. The expenditure of Rs. 65 .24 lakhs was l 

•O 

ll 

c 
v 
( 

v
u-

ft 
c 
I 
c 

n· 
0 

e 
r· 
r 

f 



54 

• the end of 1980-81, of which Rs. 60.00 lakhs were sp..:11t 
1 collection of wooden sleepers. 

In January 1982, the Ministry of Railways (Railway Board ) 
formed the Ra·ilway Administration that in view of serious 
mstraints on availability of funds fer new lines and line capacity 

- orks, iJ: had been decided in consultation with Planning 
ommission to progress only some important Projects, which 
ere required to be completed urgently. Jn the list of such 
iportant projects, aforesaid work had not been included. 

D espite reservations about :he financial and operational 
asibility of the project, the work was sanctioned on an urgency 
:rtificate. According to Indian Railway Code for the 
ngineering Department, works are started on an urgt:ncy 
rtificate in the following situations : 

( i) Works which are considered to be urgently nece:.sary 
to safeguard life or property or to repair dama-ge to 
the line caused by flood, accident or other unforeseen 
contingency, so as to restore or maintain through 
communication. 

( ii) Works considered ~1rgent but not falling withi tt 
(1) above, as for instance, works required lo 11 et 
the immediate needs of traffic, which a're conside red 
by the General Manager so urgent that they m :..ist b~ 
started before the earliest date by which detai+ed 
estimates could be prepared . 

This work does not fall under (i ) above and does not also 
>pear to fall under (ii ) above in view of subsequent events 
:cording to which the work was deferred after collection ,,f 
aterial worth Rs. 60 lakbs on the site . Thus. the total invest
ent of Rs. 65 .24 lakhs (material : Rs. 60.00 Iakbs, survey 
:penses: R s. 4.19 lakhs, and other expenses : Rs. 1.05 Jakhs ) 
mained unproductive. This also throws an unavoidable 

-.curring liability of Rs. 3.91 Jakhs per annum towards the 
•1yment of dividend. The two generating sets ordered fo r 

I' - . 
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purchasr for this work have been subsequently transferred fo r 
use at Samastipur station and installed there. 

Tiris pm-a was issued to the Railway Administration in 
September 1982; its reply thereto is s till awaited (December 
1982) . 
6. Western Railway-Conversion of Virmngmn-Okhawi>orb::mdnr 

ScctionH 
Commenting on the excess detention to wagons and opera

tional bottlenecks at the transhipment points mentioned in para 
l.21.2(iv) of Advance Report of the Comptroller and Auditor 
General of India-Union Government (Railways ) -1979-80 on 
Wagon Availability, the Public Accounts Committee, in para 193 
of their l03rd R eport-Seventh Lok Sabha ( 198 l w82) expressed 
their dis-satisfaction at the slow pace of the gauge i.:onvcrsion 
projects and recommended time bound completion of the on going 
conversion projects to eliminate concerned transhipme nt points. 
The Public Accounts Committee further observed* " the result is 
that not only the works remain incomplete but the delay lo com
petion of work also leads to escal.Rtil'n in costs. Moreover, this 
also results in frustration among the public likely t8 benefit from 
these projects." 

Details of one such ongoing project of conversion on Western 
Rai lway, reviewed by Audit, are dissussed in the succeeding 
p:irnr.r:iphs: 

The Ministry of Railways (Railways Board) sanc' 1onc I in 
December 1971 the conversion of 557 km of metre gauge s~ction 
from Vir.amgam to P orbandar and Okha into broad gauge at a 
cost of Rs. 42.93 crores. This conversi0n was planned to be 
completed in 5 years in two phases, first phase from Viramgam to 
Rajkot (181 km) and the second pba'Se from Rajkot to Okha~ 
Porbandar (376 km) with an interphase period of 4 months by 
providing temporary transhipment facilities at Rajkot, if necessary. 

• cf para 60 of Public Accounts Committee 73rd Report, Seveoth
Lok Sabha. 

*"1:his para. wa~ issued to the R~. i lwa~ Adrr inistr:i tion in September 
1982. its reply is s t ill awaited (December. 1982). 
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This gauge conversion was lo move the existing as Y. e\l as 
increased level of traffic to and from the major industries in a nd 
around Sikk.a, Mithapur, Dwarka, Porbandar and Ranawao via 
Viramgam without transhipment and also to cate1 to the tra ftic 
to and from the all weather port at Porbandar developed at a cost 
of Rs. 7 .25 crores. 

T he project estimate provided for use of wooden sleepers as 
th is type of sleepers which were technically suited and were 
cheaper by 40 per cerrt as compared to the other types of sleepers 
like steel sleeper~. 

T he project anticipated a saving of Rs. 95 .55 lakhs per annum 
due to BG operation of goods and passenger services and addi
tional earnings of R s. 275 Jakhs per annum on accour.t of addi
tional traffic on completion . The survey report of this project 
spcci.ally stressed that the full benefit of conversion pr('ject wo uld 
accrue only if the entire length of 557 km was converted in one 
stretch with an inter phase period of 4 monthc;. 

The work on this conversion project was start cci in January 
1972 and progressed to the extent of 44 per cent only ( cumu
lative, in physical terms) in 5 years i.e. by 1977-78 , due to 

restricted allotment of funds year after ye.ar, by the M inistry of 
Railways (Railway Board ). Further, the Western Railwav Ad
ministration did not utilise full y, even the budget allotments for 
this work each year from 1973-74 to 1978-79. This is eviden t 
from the yearwise Budget allotments for this project a nd the 
actual ,1mmal expenditure as unde r 

(Rs. in lakhs) 
Year Outlay as Provision Actua ls 

planned in in 
the project 
estimate 

budget 

1971-72 3 8.8 
1 972-7~ 430 JOO 144 
t9n-74 860 678 396 
1974-75 860 622 339 
1975-76 860 451 3'1R 
1976-77 1290 500 348 
1977-78 750 340 
1978-79 753 561 

>. 
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Till 197 8-79, the project, in its first phase, bad made progress 
(nearly 100 per cent) mainly under earth work; but under perma
nent way which constituted over 50 per cent of the project cosr, 
there was no m,atching p;:ogress in linking o( the track due to 
short supply of rails and sleepers. According to the Railway 
Administration, tbh resulted in less expenditure than bud2eted 

yearly. 

T he procurement of rails and sleepers as per requirements of 
the rai lways are cent:.ralJy planned and ,a rranged by the Ministry 
of Railways (Railway Board) in D ecember of every year. Tile 
project cC'Uld not get their requirements of new as well as second 
hand released rails (for sidings, yards etc.) in any year from 
1972-73, since these were earmarked for use in various secondary 
relayings on branch lines and new constructions. Though second 
quality arisings of new rails from steel plants were avail.able dur
ing 1974-75 to 1977-78 at equivalent cost as for released rails, 
this source was tapped rather late in 1978-79. Similarly, for 
wooden sleepers required for the work on consideration of its 
technical suita bility, no special arrangements were made in any of 
the years. 

The use of alternative types viz. steel sleepers, fo r this project 
was approved by the Railway Boa rd only in September 1977. 
The steel sleepers, besides being costlier than wooden sleepers 
involved extra expenditure on drilling. cold pressing. etc. 

There had, thus, been in.adeqliate arrangements for supply of 
track materials which constituted the maiu componem of the 
project, affecting its progress and escalating its costs. 

According to the revised estimate, the cost of the project 
would be R s. 84.27 crmes thus registering an increase of 
Rs. 41.34 crores (96.2 per cent) over the original cost. Bulk 
of the inc rease in cost (Rs. 23.90 crores ) was clue to escalation 
in prices of permanent way material and labour arising from pr-o
longed period of execution, use of steel sleepers in place of 
S/ 23 C&AG/ 82-5. 



58 

wooden sleepers (Rs. 4.99 crores) ; the o ther remaining factors 
were use of second quality rails in place of rele,ased rails (Rs. 0 .53 
crore), increase in general charges (Rs. 3 .4 crorcs) , certain 
material modification of the project and increase in the quantity 
of work to be done due to site conditions affected by floods, etc. 
(Rs. 8 .49 crores). The original provision under gen er.al charges 
(mainly for direction and general supervision etc.) of the project 
had to be increased from Rs. 4.38 crores to Rs. 7.81 crores. 
Keeping in view the increasing costs due to poor progress of the 
project, the Railway Administration demanded additional allot
ment of funds and suggested conversion of the entire length of 
557 km in one stretch with an interphase period of 3-4 months 
as in the original project estimate to realise the benefits envisaged. 

The Railway Board, however, advised (December 1977) that 
a certain amount of {lhasing of the project was inevitable dUe to 
paucity of funds a nd directed tile Railway Administration 
(October 1978 and May 1979) to continue the conversion upto 
R apa station (268 km) in the first phase and complete it by 
March/ April 1980. However, keeping in view the ope-rational 
nroblems/ bottlenecks at the new (temporary) transhipment point 
the Railway Board stipulated that the rest of the sections should 
be converted during the second phase with ,a, time interva'l of 
nine months between the first and second (final) phase of corro
pletion of the project. The Western Railway Administration 
pointed out (May 19'79) to the Railway Board that because of 
the uncertain position of supply of rails, sleepers, etc. which had 
been experienced hitherto, the overall date of completion of the 
project could be only 1982 i.e. nearly 2 yeirrs after the intended 
date of completion of first phase. · 

The first phase upto Hapa (268 km) was completed in June 
1'980 after setting up temporary tnmshipment facili ties at a cost 
of Rs. 84 lakhs. However, subsequent to the opening of th.is 
section upto Hapa in June 1980, the pace of work on the project 
was slowed down. Against allotment of Rs. 22 crores sought 
for during 1980-8 1 by the Railway to complete the project as 

> -
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per the revised plan, the Ministry of Railways (R;:Mlways Board) 
aUotted R s. 13 .00 crores. This had resulted again in a slippage 
in the execution of the project to the revised plan and extended 
the inter-phase period beyond nine months as adequate perm.a
nent way material could no t be procured . T he overall progress 
for phase II covering 289 km from R apa lo Ok.ha and from 
Sikka to Porbandar uplo December 1980 was 50.5 per cent (in 
physical terms ). The actual expenditure on the project during 
1979-80 was the highest in any year, being Rs. 19.92 crores and 
the Railway Ad ministration sought budget allotment of Rs. 17 .98 
crores during 1981-82, against which approved budget allotment 
was Rs. 3.95 crorcs only. The Railway Board . at a special meet
ing held on 14th August 1981 to review the progress of this and 
other works decided that this project need not be progressed at 
the expense of other projects as the MG section beyond 
Rapa was work ing well as a captive MG system and this project 
should be progressed only if funds could be spared for it. 

While this ongoing scheme was not being provided with 
adequate funds, the Railway Board in 1980-81, however, sanc
tio ned new gauge conversion, doubling and new line constru-.;tion 
works estimated to cost R s. 321.46 crores and released funds to 
the extent of R s. 27 .35 crores therefor. 

The major industrial points--Sikka, Mithapur, D warka, 
Porbandar, R anaw,ao were not covered by the first phase of the 
project upto R apa ; hence the traffic from and to these pain.ts 
were partly transhipped at Hapa and partly routed through all 
metre gauge route involving extra lead of 151 to 202 km with 
attendant extra cost in haulage, handling and in tr,aosit l0ssc!'. 
etc., to the Railways as well as to trade and industry. 

Where as the earnings on haulage by either MG or BG is the 
same, the cost of hauhlge to the R ailway on MG wagons is more 
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than that of BG by 3.83 paise per tonne km* on Western Railway. 
The delayed completion of the conversion project and the conse
quent prolongation of the interphase period from June 1980 i.e. 
after the opening of the transhlpment point at Hapa, had been 
resulting in extra haulage cost of Rs. 1.78 crores per year despite 
chm-ging the users, freight by the longer MG route. 

Further, the MG sections yet to be converted had also been 
starved of any casual or through track renewals for the last 10 
years in the hoPe of conversion of the section; there have been 
l 48 cases of rail fractures and 165 ca<;es of spring failures every 
month, during 1981-82 in spite of crippling speed resirictions (20 
.kmph) and a stage has now reached when complete track renewal 
of about 100 km of MG sections cannot be postponed any 
furth er. The Railway Administration, while, suggesting either 
closure of the sections or immediate renewal, stated that the 
closure will upset the industrial production of chemicals and 
cement in the area. The progress of this project was again re· 
viewed by the Railway Board on 29th August 1981 , consequent 
on Government decision to speed up movement of fer til isers, 
cement, etc. from the minor ports in Gujarat and the .Railw:..1y 
Board, reversing their earlie r decision of August 1981, directed the 
Railway Administration (September 1981) t ,.., draw up a plan of 
execution and speed up the execution of ·:.,e balance work so as 
to complete the project by 30th September 1983. The R ailway 
Administration brought out (July 1982) that it would need R s. 30 
erores in all to complete the project by the above date; of which 
Rs. 23 crores would be needed in 1982-83 as against Rs. 11. l 0 
erores allotted, mainly for meeting the cost of rails and sleepers. 
However, as requisite extr;a funds (Rs. l 2 crores) could not be 
a llocated, the pl'ojeet is not likely to be completed by end of 
1983. 

The expenditure incurred on the project to end of 3 lst !\1arch 
1982 was R s. 66.87 crores and according to the Administration 
··--------- ----- · --- ---

*lJa ~cd on da ta of hau lage cos t. etc. of Western Railway ''ide statement 
.1 5 of Rai lway B oard's Annual Statistical statement 1980-8 1 
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(July 1982) the revised cost of the project would be Rs. 97 
crores. Though the increase in project cost would dcpres~ the 
return on investment, this has not been worked out so far 
(October 1982). 

The following points are worth consideration in this case 

(i) Raving sanctioned the conversion project in December 
1971, the Ministry of Railw.ays (Railway Board) 
failed to accord adequate priority to it in subse
quent years, in the matter of allotment of funds and 
arrangement of permanent way material. As a result, 
tho project initially scheduled for completion within 
5 yea-rs has not been complet~d so far (October 
1982). 

(ii) The Railway Administration failed to util ise even the 
funds allotted in the budget specifically for the project 
in each year from 1973-74 to 1978-79 and explore 
the available sou rces of track m;:itcrial from the steel 
plants in time in coordination with the Railway Board. 

(iii) The technical and economic considerations on which 
the project was sanctioned in 1971 were not kept in 
view by the Railway Board as well as by Railway 
during execution; the work has been prolonged result
ing in escalation of c.-,sl from R:<. 42.93 crores to 
Rs. 84.27 crores which is further anticipated to 
increase to Rs. 97 crores. 

The provision for general charges including the 
direction ~nd supervision had to be increased from 
Rs. 4 .38 crores to Rs. 7.81 crores in the revised 
estimates; more funds would be consumed under this 
he.ad due to further prolongation of the completion 
period beyond 30th September 1983. 

Consequently the original rate of return on 
investment on this project would be depressed, thus 
distorting the financ ial viabil ity of the project. 
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Thou~h the Railway Board set a revised limit of nine 
months in May 1979 for the intcr-phaSe period of 
t ranshipmcnt operation at H a'pa, it again failed to 
ensure its implementation through appropriate allo
cation of funds and track material from 1979-80 ; 
avaj lable funds being alloc.a,ted to new construction 
projects including new gauge conversion and new lines 
spreading the available resources thin, and increasing 
the number of ongoing projects. The instructions to 
the Western R ailway in September 1981 to speed up 
the execution and complete the project by end of: 
September 1983 were not followed up with allotment 
of fund s to match the requirements for the same re
sulting in further delay of its target date of completion. 

( v) The prolonged inter-phase period involving operation 
of transhipment at R apa and routing bulk of the traffic 
over the longer MG route for over two years had been 
resulting in extr.a haulage cost of Rs. 1.78 crores per 
year. 

(vi) N one of the important industrial centres has been 
connected by BG though first phase of the project has 
been completed. 

(vii) Benefit of investment of Rs. 7.25 crores made in 
providing all weather port at Porbandar could not be 
derived fully due to delayed conversion of this rail 
line. 

7. Northern Railway- Avoidalllc expenditure on high lever 
platforms 

The work of raising ra il level platforms to high level platforms 
at Minto Bridge R ailway Station-a pas!'t'nger amenity work 
estimated to cost R s. 3.23 Iakhs-w:is included in the works 
programme of Northern R ailway for the yenr 1978-79. The 
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estimate of the work was sanctioned iu March 1978 an<l the 
work commenced in July 1978. 

In December 1977, the Metropolitan Tntnsport Project 
(Railways ) Delhi had submitted a project report to the Ministry 
of Railways (Railway Board) for introduction of 'Electrified 
commuter service in D elhi Urban Area'. The Project R eport was 
accepted by the Ministry of Railways (Railway Board ) in 
February 1978. The work was included in the Work~ Programme 
for the year 1979-80, and inter alia, envisaged provision of two 
island platforms at Minto Bridge station. In July 1979, when 
the work of raising mil level to high len l platforms had pro
gressed by 18 per cent only and cxpendituw of Rs. 0 .62 Jakh 
only had been booked , the Project Administration advised the 
Northern Railway Administration that since the location of the 
high level platforms under construciion by the latter at Minto 
Bridge would undergo change with the introduction of electrified 
suburbim services, the precast elements for providing high level 
platforms at Minto Bridge should be kept ready but erected 
at site only after the final lay out w~~ decided. Despite this 
cauticm, the Northern R ailway Admi nistration decided (August 
1979) to cont inue the existing work of raising of platforms. 
However, no specific reasons in support of th i$ decision were 
placed on record. The Northern R ailway Administration, further 
awarded (July 1980) contract for Rs. 0.98 lakh for surfacing 
the platforms and completed the enti re work in December 1980 
at a cost of Rs. 3.76 lak.hs. 

Rail level platforms were in existence a;: the. Minto Bridge 
ever .since its opening for traffic and there was no spurt in 
traffic needing construction of g higher level platform usable for 
a short period. 

During subsequent execution 0f Ring Railway works, the two 
high level platforms provided by the N orthern R ailway 
Administration at l'vl'into B ridge in December 1980 were dis~ 
mantled by the Metropolitan T ransport Project (R ailways ) in 
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May 1981 , at an estimated cost of Rs. 0.21 lakh, and instead 
thereof, two jsland platforms were built (March 1982) at an 
estimntcd cost of Rs. 5.20 lakhs. 

The lack of timely and effective co-ordination between the 
Nm·thern Railway Administration and tlJe Metropolitan Transport 
Project Administration resulted in dismantling of the two high 
level platforms at Minto Bridge within six months of their 
construction, entailing infructuous expenditure oE Rs. 3.97 lakhs. 

This para was issued to the Railway Administration in June 
1982; its reply thereto is still awaited (November 1982). 

8. Southern Railway- Constmction :rnd niainfcmmcc of rnacl 
over/ under-bridges 

The rules laid down by the Ministry of Railways (Railway 
Board) in regard to construction and main_tenance of road over/ 
under-bridges provide, i'lt<!_r a/ia, as under : 

(i) On replacement of a !evel crossing originally provided 
at Railway's cost by 10ad over /under-bridge, the 
cost of the bridge structure and its approaches etc. 
will be apportioned between the Railway and tht) 
Road Authority of the State Gcvernment concerned, 
in accordance with the extent rule:; of allocation. 

( ii) The level crossing replaced by a road over/under
bridge should be permanently closed after the road 
over/under-bridge is opened to traffic. If, however, 
the State Government requires the level crossing to 
be kept open or restored for any reason whatsoever, 
after the opening of the road over/under-bridge, the 
R oad Authority will re-imburse the cost of the road 
over/under-bridge borne earlier by the Rail~ay. 

(iii) The road over/ under-bridge will be maintained (kept 
in good repair) by the Railway, and the cha rges 

... 
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therefor will be recovered from the Road Authority 
concerned. 

(iv) An agreement embodying, inter alia, above terms 
and conditions should be executed between the 
Railway and tbe Road Authority of the State 
Government concerned before the work of the road 
over/ under-bridge is commenced. 

It was noticed that in a number of cases road ovcr/ under
bridges had been constructed/maintained without executing 
necessary a'grecments. This had resulted in Railway's claims not 
being honoured by the Road Authorities concerned, leading to 
hea<vy accumulation of railway dues ever the years. The detailed 
particulars of some of these cases are given in the succeed ing 
paragraphs. 

I. At the request (April 1971) of the State Government of 
Mysore, the Railway Administration with the approval (August 
1971) of the Ministry of Railways (Railway Board ), undertook 
construction of ~ road over-bridge (Km 93 i 3-4 ) in lien of the 
existing level crossing (Km 93/10-11 ) at Mandya on the 
Bangalore City-Mysore section as an out-of-turn work during 
1971-72 The State Government conveyed its approval in 
August 1971 to the closure of the existing level crossing after 
comtruction of the road over-bridge, deposited Rs. 1.50 lakhs 
with th(' Railway by November 1971, anJ accepted its share of 
Rs. 2.16 la'khs (December 1971) out of the estimated cost of 
Rs. 7.15 Jakhs. However, no formal agreement as required 
under the rules, was entered into by the Railway Administration 
with the State Government. T he work on the road over-bridge 
was completed in July 1976, and consequently, the level crossing 
too wac; closed in July 1976. 

Subsequently, on repeated representations from Mandyir 
Municipality and the State Government, to the Ministry of 
R ailways (Railway Board) and the Railway Minister, the level 
crossing was re-opened on 15th April 1980. 
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The Railway Administration claimed (July 1981) the 
followi ng dues from the State Govermn:!nt : 

I . Total cost of bridge under 'Deposit' terms 

2. Amount received by the State Go\"ernmcnt from 
Railway Safety Works Fund 

3. Cost of re-opening the level crossing 

4. Maintenance charges of the bridge proper at 
Rs. 21 ,136.70 per annum for 1976-77 to 1980-81 

Less amount paid by Mandya Municipa lity 

988706.00 

347000.00 

28500.00 

105683. 50 

1469889. 50 
150000.00 

1319889 .50 
say 

Rs. I 3 . 20 lakhs 

Though two and a half years have passed since the re-opening 
of the level crossing, the Railway's claim is still (October 1982) 
outstns:ding. In addition, the R ailway Administration has al10 
been incurring a recurring expenditure of R s. 17,5 13.00 per 
annum towards maintemmce of the level crossing since 15th 
April 1980. 

The Railway Admi11istration :;lated (September 1982) that 
the matter was being vigorously pursued at the highest level with 
the State Government. 

II. It was also noticed that recovery of maintenance charges 
had not been effected from the concerned road authorities in 
m any cases. On M ysore Division in respect of 25 road over/ 
under-bridges complcted during the period from January 1963 
to !-.farch 1979, the amount of ma intenance charges due for 
recovery from the State Government/local authorities, came to 
R s. l 0.07 Jakhs. Similcrrly, on Madra5 J)ivisio11 such charges 
due fr1r recovery in respect of 7 road ov~r/umler-bridges completed 
during the period from June 197 1 to January 1980 came to 
R s. 6.21 Jakhs. The position on other Division<; i<; yet to b e 
assessed. 

The Railway Administration stated (June 1982 ) that it had 
been able to get the acceptance of Gcvernment of Karnataka 

.. _ 
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for 23 bills for maintenance charges amounting to Rs. 11 .40 
Jakhc; and that act ion would be taken to persuad~ other State 
Govern ments also to the extent possible, to a·gree to pay 
maintenance charges due to the R ailway. H owever, no payment 
ha5 been received so far (October 1982) . 

9. Northeast Frontier Railway- Non-ati'lisation of n sewerage 
tlisposal plant 

With a view to meeting the permanent sanitary needs of the 
staff quarters constructed for the staIT of the carriage and wagon 
shop at New Bo ngaigaon, a sewcrngc disposal plant was 
commissioned in April 1967 in the Railway Colony at a cost of 
R s. 35 lakhs. The plant bas been lying out of order since 
1972. Tbe Railway Administration requested (February 1979) 
M /s . Hindustan Construction Co. Ltd. , (who had originally 
constructed the plant) to depute their author ised representative 
to fi nri out the defects and suggest remedy so that the installations 
could be recommissioned. The fi rm pair.led out (May 1979) 
that :illhough the sewerage system had been designed fo r total 
fl.ow from the colony, only toilets were connected to the sewerage 
system, and kitchens and ba throoms were connected to the 
storm water drai ns, resulting in ch0king of the sewers due to 
insufticient flow of water, needing mcchanica-1 cleaning. The firm 
in response to enquiry (June 1979 ) JP..ade by R ailway 
Admini~tration offered (August 1979) to repair the plant at a 
co5t of Rs. 1.29 lakhs. T he R ailway Administration, however, 
decided to rectify the defects departmentally. T h.: Rai lway 
Administrat ion attempted (June 1979) to clear t~c manholes by 
engaging labour b ut after incurring an expenditure or Rs. 3,080, 
the work was given u p as it was nor possible to clear 
the holes manuaHy. Due to the failure. of the sewcrag~ system, 
the lavatories of about 900 quarters were connected with 
the aqua tanks (already built at the time of construction 
of quarters) in 1973 at an additional cost of Rs. 0.12 
lnkh. New quarters now being built a t New Bongaigaon 
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are also being provided with septic t:rnks at a cost ranging from 
Rs. 2,153 to R s. 3,288 ( Rs. 2 ,15'.l per septic tank constructed 
by open line and R s. 2,433 to Rs. 3,288 by construction 
organisation). T he plant is still (.June 1982) lying out cf 
commission . 

A large number of staff employed in connection with sewerage 
system continued in employment since the time the plant was 
out of commission. The p.ay and allm.vanc.::s paid to such s!a!I 
to end of June 1982 are assessed at R s. 15.77 Ja-khs (Approx.) . 

The R ailway Admfo istration stated (June 1982) that after 
the plant had gone out of order, efforts were made departmentally 
to restore the plant and the question of surrendering the sta'ff 
eng3ged in sewerage plant immediately thereafter d id not arise. 
After the aqua tanks were connected in 1973, the surplus staff 
were util ised in alternative jobs. 

The R ailway Administrntion's failure to commission the 
sewerage plant as origina!Jy designed , resulted in the investment 
of R s. 35 lakhs being rendered infructuous. 

111is para wets issued to the Railway Administration in August 
1982; its reply thereto is still awaited (November 1982). 

10. North Eastern Railway- Undue benefit allowed to ai 

contractor 

In connection witl1 the work of conversion oE rai lway line from 
Metre Gauge to Broad Gauge between Samastipur and Bmabanki, 
the R ailway Administration entered into five contracts (one each 
with contractors 'A' and 'B ' and three with contractor 'C') in 
February 1974 for construction of bridges etc. in the jurisdiction 
of the E xecutive Engineer, Chhuprn. While supply of shingles 
by the Railway A dministration for cement concrete and 
reinforced cement concrete works was obligatory in the case of 
contrac tors 'A' and 'B', it was not so for contractor 'C' . 

1 ...__ 
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During actual execution the Railway Adrninistr 
the enti re quantity of shingles required for the work 
cum of 38 mm size and 261.19 cum of 19 mm siz, 
'C' aho to whom the supply was not obligatory. 

Computed with reference to the d ifference bet\ 
of contractor 'C' (to whom supply of shingles was r 
and those of contractors 'A ' and 'B ' ( lo whom 
shingles was obligatory), the extra p ayment made 
' C' works out to Rs. 1.54 lakhs <"JS compared to 
and Rs. 1.80 lakhs as compared to contractor 'B' . 

If over-head charges (freight a t public ta riff rat. 
charges etc.) are taken into account, the rates rec 
contractor 'C' worked out to Rs. 107.04 per cur 
size and Rs. 108.77 for 19 mm. size as against 
cum and Rs. 40.00 per cum respectively actually r 
him. The extra benefit to contmctor 'C' on tt 
assessed at Rs. 3.41 lakhs. 

The Railway Administra tion sta ted (March 
different contracts were executed for different worJQ
contractors so that the work could be completed 
therefore, the question of extension of benefit of 
one contract to other contracts did not arise. 1 
is not tenable as all the contracts were executed dL 
period and wi thin the same vicinity. 

This para was issued to the R ailway Administ 
1982; its reply thereto is still awai ted (November 11 

11. South Central Railway-Provision of n crossinti 

The doubling of section between Manickgar 
(18.25 km) on the Kazipet-Balbarsh::rh truD 
sanctioned by the Ministry of Railw~ys (Rai!wa: 
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May 1981 under Urgency Cert.ificate. As the completion of 
the project was likely to be delayed, mainly due to non-availability 
of permanent way materials and paucity of [unds. a temporary 
crossing station at Chanaka-, between Maniekgarh and Whirg<lon 
was found justified as a- part of the project mainly to increase 
the line capacity in the meantime. 

The work on the crossing station was compktcd in J unc 198 1 
at a co~t of Rs. 14.28 lakhs and th:! same \.\"3S commi~sionctl with 
effect from 14th July 1981. As the sta tion dill not have even 
basic amenities like quarters and drinking water (A bore-wefl 
bad been provided, but the water irom it was found to be saline) , 
and there had been repeated signal failures, the RailW?ly 
Administration decided in November 1981 to close down 1hf". 
station permanently. 

The Railway Administration stated (July 1982) that mcm 
of the assets created in connection with the provision of the 
crossing station would be of use to the doubling work. 

In this case the following points deserve mention : 

( 1) The chances of using assets created in connection 
with the provision 0f the crossing station for the 
doubling work seem to be remote, as though the work 
on doubling had commenced in February 1982 and 
targeted for completion on 31 st March 1984, the 
percentage of progress to end of July 1982 was 
6 per cent only. 

(2) The benefit of increased line capacity till completion 
of doubling of the section did not accrue to the 
Railway Administration, a-s planned originally. 

( 3) The investment of Rs. 14.2$ lakhs (on items llke 
station building, permanent way material, tools 
and plant etc.) in the construction of the croii;~ 

station had proved un-productive, out of whlcb ~n 
amount of Rs. 2.02 lakhs (cost of signafilng cabins, 
bore-well, culverts, Jabour charges etc.) spent on 
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irretrievable items of work ba'd become totally 
infructuous. 

( 4) The crossing station had been provided with tlie 
approval of the Ministry of Railways (Railway 
Board ) ; but its closure was not reported to them. 

This pa ra was issued to the R ailway Admin istration in August 
1982; its reply thereto is still awaited (November 1982) , 

12. Northeast Frontier Railway- Extra cxpcodilurc i'n rebuilding ~ 
of bridges 

The re-building of two bridg;:s (number 351 and 3 19) on ..._ 
the Section North Lakhimpur- Murkong Selak was sanctionetl 
by the Ministry of R ailways (Railway Board) in November-
December 1975. In the justification for undertaking the works, 
the Railway Administration had stated that the bridge No. 351 
was damaged during the monsoon of 1973 and bridge No. 31' 
dur ing floods of 1974 and 1975. The re-building of brid~ 
proposed to be taken up during the ll'orking season of 1975-76 
was to be completed in 4-6 months. 

Afte r grouping the works of the e two bridges, tenders for 
contractors' portion of works (Earth Work, RCC-Works etc.) 
were invited in November 1975. The lowest offer received , after 
negotiation, was evaluated at R s. l .63 lakhs against the estimated 
value of R s. 1.43 lakhs. The Tender Committee which met on 
8th J anuary 1976 consid~red the rates quoted by the tenderers 
as high even after negotiat ions, and recommended further 
negotiations. The Divisional Superintendent, Alipurdoac, 
howcve.r , did not accept the recommendations of the Tender 
Committee . but decided that the Zonal Contractc r should be 
asked tc do the work, if the estima'tcd cosl of each bridge wns 
below R s . 50,000. Accordingly, in February 1976 the Zonal 
Contractor was asked, to take up the work on priority basis so 
that it would be completed before monsoon. He was 
simultaneously asked to s ign the relevant work order also. The 
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value of the work a t the accepted Zo nal rates was worked out 
by the Administration at R s. 47,74-l- for bridge No. 35 L and 
R s. 3.5,787 for bridge No. 319. The Administratio n d id not, 
however, get the work order signed by contractor, and he did 
not co mmence the work. The currency o( the existing Zonaf 
Contract expired on 30th June 1976. 

The rates for the subseq uent Zonal contract for the pe riod 
1976-77 be ing higher, the value of the work for each brid~c 
at Zona-1 rates exceeded Rs. 50,000. Consequently, the 
Admir:istra tion invi ted fresh tenders in Jun.:: 1976 a nd entrusted 
the work to two contractors in D ecember 1976. The works were 

co mpleted in May 1977 at a cost of Rs. 3.5 L lakhs (bridge 
Ne. 319: R s. 1.4 1 lakhs and bridge No. 35 1 : R s. 2.10 lakh s) 
against the value of R s. 0 .90 lakh, had t~ese bridges been got 
done through the Zonal Cont ractor for the period 1975-76. 

The Administration's fa ilure to get th:; relevant work o rde r 
si.ined by the Zonal Contractor in Febr uary 1976 resulted in 
incurrcnce of extra expenditu re o( R s . 2.61 lakhs in this case. 

The Railway Administration staled (Ju ly 198 1) that the 
w ork could no t be taken up as thi.: materials for re-build ing of 
bridges cou ld not be procured earlier to D ecember 1976. 

It is, however, observed that the girderc; required for bridge,. 
!1ad been allotted in December 1975 and the concerned D ivisional 
E nginee rs had been instructed to transport the girders to the 
bridge s ites. T he period of eomph!tio n of the work was given 
as 4 months only, even in the tenders invited in November 1975. 
F urther the re-building of bridge No. 319 was an out of tu rn 
work proposed in 1975 in view of its cond ition. The requisite 
mater ia ls for both the bridges were a-lready available with the 
Ad mini~ tration . 

This para was issued to the Rai lway Administration in August 
1982; its reply thereto is still aw:iiterl (November 1982). 

S/ 23 C&AG/82-6. 



74 

13. South Central Railway-Non-revision of licence fee due from 
OiJ Companies 

The ex tant instructions of the Ministry of R a ilways (Railway 
B oard ) provide, inter alia, lhat rent chargeabb in respect of 
R ai lway lands leased to outsiders s!iould be reviewed once in 
five yca·rs in large towns and commcrci'1 l centres on the basis 
of the market value of Ja nel . F or this purpose lice nsees are 
required to be given six m onths notice in advance of the rev isio n 
of the licence fee. P rovisions to this effect a rc required to be 
rncorporatcd in the agreements en!ercd into with the parties. 

The R a ilway Administration had let ou t between 19 14 and 
1961 rai lway lands measuring 2. l 2 bkhs sq. ft. to four o il 
c c- mpanies located at Punc. The 3grccmcnts entered into between 
the R a ilway Adminis tration and !!H~ oil compani.;:s provid ed . 
i111er alia, as under : 

(i) The licence fee is pa<yabk in advance o n the fi rs t 
day of April every year. 

( ii) The l icence fee is subject to revisio n from time to 
time on one mo nth's notice be ing given to lhe 

I 
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licensee. ' '" 

( iii) Either pa rty is at lib~rty to terminate the lice nce 
by giving three mo nth 's not ice in wri ting to the other 
party. 

The quinquennial revision of lice nce fee due on I st April 197 1 
in respect of these lands (after t he market va lue of the la nd 
had r isc11 from Rs. 3 to Rs. 8 pe r sq . ft.) was, however, not 
d one. and the old licence fee co•1t inucd to rem ain in force. Th i~ 

resulted in a loss of Rs. 3.17 1.1khs over t h.~ period I st pril 
J 97 1 to 3 1st March 1976. 

La te r o n. when the Administratio n revised lhe licence fee 
with e ffect from 1st April 1976 on the ba~ is or the the n prevaili ng 
m arket ra te of Rs. 12 per sq . ft.. thr.!::! oil com panies accepted the 
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revision, but the forth one rejected it on the ground that revision 
had been done without giving clue notice and that the increase 
was very sharp. As against the clues of Rs. 2.18 lakhs (at the 
revised rate) this company paid Rs. 0.93 lakh (at the old rate) 
only, leaving a balance of Rs. 1.25 lakhs. 

ilcsiclcs, there were other ouistancling dues aggregating to 
Rs. 5.63 la'khs over the period 1962 to 198 1 again. t various oil 
companies on the South Central Rai lway as 1Jn 31 st May 1982. 

~ The Railway Administration stated (June 1982) that there 
was no provision for retrospective revision of rent in the 

,.r agreement. However, the need for retrospective revision, could 
have been obviated by prior notice of revision of rents to the 
company as provided in the a-greement. 

.. 

A~ per terms of the agreement, the Railway Administration 
·could have justifiably resorted to termination of the licence in 
order to enforce recovery of its out5tanding dues. Th is wail not 
done. 

Tlfr; para was issued to the Railway Admini;;tra'tion in Juty 
l 982 ; its reply thereto is still awaited (Novrmber 1982). 

14. Sou~helill Railway-Extra cxpcmlit1.n·e <!11e lo p:.iymcnt of 
liight r rates to contractors on accoun( or delays 1m Railway's 
account 

The Mini:> try of Railways (Railway 13n:m.l) had from time to 
time ( 1967 and 1972) impressed uo0n the General Manag:!rs of 
1he Kailways as under : 

( I) To avoid large variations iil quantities rC6ulting from 
inadcq u:ite ini tjaI planning, it should be ensUL ecl 
before the tenders arc inviteJ. that the final scope of 
the work is fully determined by adequate cnrdul 
plan ning in sunicient de1ails. 



76 

( 2) There should be no delay in ha nding over the sites 
to the cont ractors. T he R ailway Admin istrat ion 
should call for tenders only when fuUy prepared to 
hand over the sites .111d supply the p lans etc. t.n 
co ntractors . 

No n-ob crvance of the aforesaid instructions by the Southern 
Rai lway Ad mini tra tion resulted in incurrcnce o[ extra expend iture 
o f Rs. 24 . 12 Jakhs, as brought out below : 

Jn May 1974, the So uthern R ailway Ad ministra tio n 
mvited tenders (or 'Earthwork, construction of 
bridges, etc. ', in R ::aches T, l I a nd 111 o f Y cla ha nlca
Baiyappanahall i section cm the G untakal-Bangalore 
city B .G . co nversio n project. Th ree separate 
agreements were entered into with two contractors. 
in February 19 75 . The v.1 lue of the contracts and 
target elates for complet ion of works were as under : 

Area of work Estimated cost Target fo r 
Rs. completion 

R e::1ch I 15 .40 la khs August 1976 
Re::1ch Tl 14 . 70 lakhs February 1977 
Reach !II 17 . 52 lakhs May 1976 

Soon afte r tbe agreements were sig ned in F ebruary 197), 
the contractors demanded ( A pri l 19 75 and June 1975 ) h igher 
ra tes for all items a nd quanti ties co vered by the agreement 
schedules. as there was delay o n the part of the Administraition 
in hand ing over sites, remov111g obstructio n:; like te legraph po les, 
power line crossings, etc. and rina lisnt io n o[ bridge p lans. The 
R ailway Ad ministration co uld not make available the land or 
remove the obstructions completely 11, any o f ilc reaches befo!·e 
the expiry o f the agreements . Jn R eaches lT a nd III even the 
bridge plans were no t read y by July 1975. Th~ number and 
design o f the br idges were also revised after award o f the ccR
tracts , resulting in increase in q uantities. 

T he value of work done in R each T uptc August 1976 (i .e. 
uri to the expiry of contract period) w~ R s. 5.96 lakhs o nly out 

I 
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of Rs. 15.40 lakhs as per agrcem..::nt. Similarl:v ir Reach ll, 
upto February 1977 it was Rs. l 1.42 lakhs out of Rs. t4.70 
lakhc; a~d in Reach Ill upto May 1976 Rs. 5.29 lakhs out of 
Rs. I 7.52 lakhs. The Administraticn held negotiations on single 
tender basis and entrusted the remaining works to the same 
contractors at higher rates. Fresh ngrecmcnts were entered into 
wit h the same contractors in J une 1977, May 1978 and July 
l 977 (value Rs. 16.56 lakhs, Rs. 6.98 lakhs and Rs. 21.32 lakhs) 
for Reach I, 11 and III respectively. However, before cntcring 
int o fresh agreements for balance quant iti es of work and making 
paymrnls under the new agreement<;, the actual quant it ies of 
WC'fk done under the original -ig:·eemcnts were not measured 
and recorded. The omission to Jo sc1 can lead to payments 
at ltigher rate in terms of the new agreements, fo r work already 
done and payable at lower rates in terms of !he original 
agrecll'ents. The fi nal bills for wcrk done under origin :il 
agrl.;!Cments for Reaches II and IIT have not yet been paid 
( 

1ovember 1982). 

The work in Reach T W?S completed on 30th June 1979 and 
in Reach lI on 31st March 1982. ln Reach HI it was !1ot 
completed even by 30th June 1979. the revised target date, 
as ~omc stretches of land had st ill r.ot heen handed over. The 
remrlining works were entru ted to the same contractor again at 
sti ll higher rates. and are in progress ( 1\ ugust l 982). 

The awm·d of contracts for balance of works and extra 
quantities at hit?her rates lo the same contractors resul ted in 
-extra expenditure of Rs. 24. l 2 lakhs, computed with reference 
to the accepted rates in the original contract:-. 

The fo llowing were the main fa ilure:; on the part of the 
Railway Administration in this case : 

( i) The Administrat ion fai led to make availaolc the 
entire land or remove obst ruct ion<; therefrom during 
the currency of the fhrc{' origina l contracts from 
February 1975 to August 1 976/F~bruary 1977 / lay 



73 

1976. In the case of Reach 11 r some stretches of 
land had not been handed over till 30th June 1979. 

(ii) fn the case of the .;ontracts relating to Reach JI and ' 
Ill the bridge plans were not ready till July 1975, 
though tenders had been i 1~ v i ted in May 1974 and 
the contracts awarded in Fcbrnary 1975. 

This panr was issued to the Ra ilway Administration in 
September J 982; its reply thereto is still awaited (November 
1982). ~ 

15. Metro Railway-Rejection of lowest tender 

The Metro R ai lway Administration, Calcutta, invited open 
tenders (March 1978) for constructi on of sub-way structures in 
contract section 15B at an estimated c.ost cf Rs. 50 lakhs. This 
estimated cost was based on the contracted rates of section 17 A 
awardco in October 1977. The tenders were opened in June 
1978. The te nder was evaluated at Rs. 70 lakl1s by the 
Administration, taking into account escabtion (Rs. 2 lakhs ) 
upto June J 978, and the addi tiona-1 cost (Rs. 18 lakhs ) on 
account c f the changes made in the quantities. All the offers 
were valid for acceptance for 120 days from the date of opening 
i.e. upto 26th October 1978. Out of the JO firms wh ich quoted· 
against the tender, the offer of firm 'A' at Rs. 77 lakhs including 
R s. 6 lakhs towards value of special conditions was the lowest. 
The offer of firm 'B' at R s. 100 Iakhs including R s. 11 lakhs 
for special conditions was the third lowest ( excluding special 
condi tions, it was the second lowest) . On 2 1st October 1978 
the Rai lway Admini stration requested tendere r~ to extend the 
val idi ty cf their offer upto 31 st December 197 8 and also asked 
for withdrawa'l in writing of the special conditions before 6th 
November 1978. The extension was agreed to by all the 
tenderers, but only some of the tenderers withdrew or modified 
special conditions. However, firms 'A' and 'B ' did not withdraw 
special conditions. In consequence, firm 'B' became tJ1e fourth 
lowest, while firm 'A' still remained the lowest ( inclusive of 
special conditions). 

,. ...... 
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On 15 th December 1978, the Railway Administration who 
were simuJtaneously considering tenders for various co ntrru:t 
sectfons (eleven sections including section 15B) requested all the 
renderers for all contract sections to extend the valid ity of their 
ofl'cr upto 3 lst M~rch 1979. Firm '8 ' in their letter dated 
2 l st Decembe r 1978 extended the validity of their offer upt<1 
3 1st March 1979. Firm 'A' in their Jetter dated 28th D ecember 
1978 (received by the R ai lway Administration on 3rd Janu11ry 
1979) regretted thei r inability to extend their oficr any further 
a nd asked for refund of the earnest money. In the meantime 
the T ender Committee had been meeting arn.l considering 
tenders for the various sections including section 15B from 
15th November onwards on the assumption that all the offers 
were very much valid upto 3 lst Decen:ber 1978 and w.::rc further 
l ikely to be valid upto 3 1st March 1979. The Tender Committee 
appended their signatures to the typed fair copies o f the proceed
ings on 4U1 J anua ry ] 979. According to the Administration, thi1> 
docs not mea n that the Tender Committee had final ised their 
deliberations after the offer of firm 'A' had ceased to exist on 
1st January 1979. 

The T.ender Committee decided to pass over the lowest o.lfer 
of firm 'A' on the ground that the technical member of the Com
mittee was unable to plaee any reliance on this firm for successful 
completion or the work si nce their tender value Rs. 77 lakhs ) was 
just at par with the value of work (Rs. 78 lakhs) ~it the accepted 
rates of contract section 2, entered into in 1973. The Tender 
comp!E:ticn of the work since their tender value ( Rs. 77 lakhs) was 
at Rs. 89 Jakhs (excluding special conditions) . The letter of 
acceptance awarding the work at an estimated cost of Rs. 89 
lakhs was issued on 5th Fcbrnary 1979 which was accepted by 
firm 'B' the very next day. 

Rejection of the lowest offer of firm 'N is nor considered to 
be tenable in view of the following : 

(i) The olTer of firm 'A' at Rs. 77 lakhs ( inclusive of 
special condit ions of R s. 6 lakhs) can not be said to 
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be unworkable, as it was f.airly above the Railw::i y 
Administration's own estimated cost of Rs. 70 lakhs 
( includ ing escalat ion upto June J978). 

( i!) Firm 'A' in its quotat ion le tter ( June 1978) had indi
cated that they were a group of well qualified and 
experienced engineers doing various proj ' Cts through
out 1 ndi.a a nd one major project abmad , and that one 
of their sister concerns was doing Metro Railway''> 
work on behalf of a public sector undertaking in 
one of the contract sections. Th is wa~ lorroborated 
by the .authorit ies in charge of the above mentioned 
works. F irm 'A · had also mentioned that thei r rates 
were based on present market rates of material ru1d 
la bour. Judged in this back-ground, the Tender 
Committee's conclusion that the rates quoted by 
firm 'A ' were at par with the rates o( cont ract sec
tion 2 accepted in l 973 am! hence unworkable i5 

not tenable. The firm ·,; reputation a nd standing was 
also vouchsafed as mentioned above. 

(i ii ) Besides, the comparison of the r.ates of firm 'A' 
te ndered for contract section I 5B with the r a tes 
accepted by the Railway Auministratio11 earlier in 
the case of contract section 2 was not appropriate in 
view of the following : 

(a ) M ost of the items of section 158 d id not corres
pond ex.actly to those of contract section 2. In 
respect of only I I items out of 11 0 items of con
tract section 15B, comp1'rablc items were available 
in contract section 2. 

(b ) The tender condi tions of contrac t section 2 and 
15B were not simila r in-as-much as in section 2 
steel material for tempornry works like piles, 
strult ings , walli ng and r:eckin!_!s was to he surplice! 
on cost recovery b rrsis. On rdurn of the material 
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in good condi tion , the amount rec'Overed from th~ 
contractor was to be refunded after clcd uct i n ~ 
charges on account o f depreciation. Thus, in the 
ose of contract scct;on 2 the ccn~raclor's mo ney 
remained blocked with the Railway Administra
tion till the material was returned by him. H ow
ever, in section 15 B these were to be supplied free 
of cost. Tn consequence, the rates for contract 
section 2 included not ·::lnl y the cost of steel ma
terial but also interest for the bkcked funds. Th·~ 
Railway Administration whHe working out the cost 
of contract sectio n 1 SB .'It the ra•es o f contract 
sectic., 2, deducted the cost cf steel material, but 
did no t deduct the elem:nt of interest thereon, 
w!i ich. ac::crding to /\dmin~str:Hicn. worked out to 
Rs. 1.37 lakhs. 

Acco rding to the Railway Ad ministration , judging reasonable
ness of rates of section 158 on tJ1c basis of r.:ttcs c( section 17/ \ 
(on the basis of wh ich tenders had been invited) wil l not be 
appropriate because by the time the Tender Committee deliber:.t
tions for section 158 were o n the <:lllvi l in December 1978, the 
Technical Member was already aware of sectio n 17 A running into 
trouble o n account of uns.atisfactory performance of the contrac
tor. The tender committee proceecli rigs of January 1979 do not 
bring o ut the aforesaid views o f Technical Member in rega rd to 
the unsatisfactory performance of the cont rac'.or of cc:ntract 
section 17A clue to unworkabil ity ·of his rates. 

Th::: rejection of the off:::r of firm 'A' resulted in extra expen
diture o f R s. 12 lakhs. 

This parn was issued t~ the Ra ilway AJministration in Augu~ t 
1982; its re9ly ther~!o is ~t;ll aw:iit ~J ( Novcmb:::i J 982). 



CHAPTER III 

PURCHASES AND STORES 

16. •Cl:tims out5tanding against a collabor1-1tcr 

In paragraph 10 of ComptroUer and Auditor General of 
Indi.a's Report (Railways) for 1972-73 mention was made, 
inrter a{ia, of the large scale failure of the traction motors manu
factured by Chittaranjan Locomotive Works (CLW) according to 
a design given by their Collabor.ator (Group) .as also of those 
imported from the latter d ue to design deficiencies. It was also 
mentioned that efforts were being made to rehabilitate them by 
changing the design. 

Willie accepting t11e failures the collaborators stated that the 
fail ures had been precipitated by la rge number of special over
speed tests which had been undertaken o n everyone of the arma
tures and that the re.al problem had come because of having 
manufact ured 300 arma tures without sufficient experience of the 
armatures in service and that they would be changing the design 
to ensure reliability of operation in ~c rvicc. M/s Group 
had supplied 297 traction motors and CLW h.ad manufactu red 
122 traction motors to the old design which were to be rehabili
tated and changed to new design. A settlement was reached 
with the Group in September l 972 under which they agreed to 
renew / rehabilitate the armatures supplied by them .at their cost. 
A review in a'Udit of the follow up ac tion taken in respect ot 
cost of rectification of defective traction motors revealed that 
while the collaborators had agreed to pay the incidence of trans
port, insurance charges and repair of armaitures built by them 
in their works in Fra nce under warranty obligation, cl aims for 
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re-imbursemcnt of expenditure of R s. 82. 16 lakhs incurred by 
CLW towards repair/ rectification of the locally built traction 
motors had remained (September 1982) unrealised from them. 

T he terms of agreement with M/s Group stipulated that 
M/ s G roup would guarantee that all dr.awings. specifications and 
other documents under the agreement would be complete and 
strictJy in accordance with those used for the manufacture in 
their own workshops and " further undertake that the information 
and ass istance rendered by them shall be such th at if it is follow
ed it should enable the Government to establish indigenous pro
duction of electrical equipment similar in standard and perfor
rna-nce to that manufactured by the Group". 

In July 1972, while reviewi ng the behaviour of tr.action motors 
the Ministry o f Railways (Railway Board) had dec ided that the 
collaborator's warranty obligations for the fa ilures of CLW-built 
traction motors should be gone into by the General Manager, 
CLW and settled with their (the Board ·s) concu rrence. This 
aspect had not figured specifically in the settlement arrived at 
regard ing the failures of the traction motors, in discussions 
(September 1972) with the collaborator by the Minist ry of Rail
ways (Rai lwa-y Board ) and CLW. According to the agreemen t 
of September 1972 the collaborator agreed to rehabilitate at their 
( the collaborator's) cost all the armatures already supplied by 
them to a new design but their li abi lity in respect of ,.., L\V-built 
a rmatures was confined to furnishing a new design, rendering 
assistimce to CLW in establishing quick manufacture of arma
tures of the new design. 

M ore than five years later, in January 1978, the CL W advised 
the M inistry of Railways (R ailway Board) that expenditure in
curred on repairSJ/ rectification of traction motors/ armatures built 
locall y according to the old design was reimbursible by the colla
borator and proposed to put forward the cl.aim to them throu~P. 
the statement of consultancy fees payable by CLW under the 
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L'.OUaboration agreement. With the approval of the Ministry of 
Railways (Railway Bo.ard) , CLW preferred (February 1978) a 
claim on the collaborator for reimburseme nt of repair/ rectifica
tion charges of Rs. 25.63 lakhs incurred t ill then, indicating that 
the total expenditure on this account would be ad vised on com
pletion of rewinding/ rep.air of all the 122 armatures built by 
CLW to the old design. 

The collaborator intimated (May 1978) CLW that as to the 
CO&t of rewinding the armatures, " an agreement has been reached 
by CLW and the Group as recorded in the minutes of the meet
ing with the (Railways ) Bo.a rd of September 1972 and the agree
ment has been entirely performed". T he CLW again add ressed 
(September 1978) the collaborator reiterating thei r claim for re
imbursement of charges for repair o f the traction motors/arma
tures necessitated by the defects in the original design. The 
collaborator In turn repudiated (February 1979) the clnim stating 
that tl'le proposal made by their representative in the meeting 
he ld in September 1972 was n package o ffer which had been 
accepted by the Ministry of R ailways (RaiJw,a.y Board) in full 
settlement of the problems relating to the failures of the traction 
motors. 

The fa ilure ro take up during negot1at1ons with M /s Group 
the matter regarding their liability in respect of cost of rectifica
tion of CLW-built traction motors m1 nufactured to their d::sign 
under the guarantee term" of the collalx ir::ition a'!r ~!:men: h1d 
resulted in repudiation of the claim by the G roup. Further, there 
was deh y in bringing up the matte r in as much as the ;:!aim 
w.!15 put fo rward only in F ebruary 1978. the agreem·~ nr h :wm~ 

expired in November 1975. 

In the ab~ence of any tangible act ion t'e in g taken after 
F ebruary 1979 for resolvi ng the dispute, the rep ai r / rectification 
charges amounting to Rs. 82. 16 lakh" i·ncurrccl bv CL W in respect 
of amwtures ( 122 nos ) built by it to the old defective desip.n 



have remained u nre,alised ( SeplembeT 19 82) from tJ1e oollabora
tor while ilie latter's dues from CLW on account of consultancy 
fee~ amount to Rs. 37 .86 Jakhs onJy. ln view of the deficiencies/ 
defects in the traction motor design necessitating cosily repair/ 
rectification of CLW-buiJt armatures, whether any consultancy 
fees in respect thereof would at a ll be admissible to the colla
borator has not also been decided by the tv1.inistry of Railways 
(Railway Board) so fa r (September 1982) . 

It may be mentioned that the same collaborator had over
charged prices of various materials supplied to CLW. C L \\''s 
claim amounting to a bout Rs. 1.66 crores on this account is pend
ing before joint arbi t rators [cf. para 1.63 224 th Report of Public 
Accounts Committee (Fifth Lok Sabba)l. 

The case was referred to CLW and the Ministry of Railways 
( Railway Board) in JuJy and October 198 J respectively; their 
reply is stil1 awaited (Novem ber 1982). 

17. Central Railway- Non-enforcement of warranty claims for 
damaged equipments 

The Ministry of R ailways (Railway Board) entered ( May 
J 97 1) into a contract ( value : Rs. 26.20 lakhs) with a forei&n 
firm for supply of switch gear equipments fo r tractioa sub-slot:ons 
and track cabins on Central R ailway. 

The equipments received in India on various date5 during 
May 1972 to July 1973, were commissioned between June 1973 
and August 1974. The c ircuit breakers at three sub-st~tions 
(Chiochavli, Titwala and Badlapur) burnt out during July
October 1974. A joint investigation (August and December 
1974) by the representatives of the Railway, the Research, 
Designs and Standards Organisation (RDSO) and the firm re
vealed that the damages were due to over voltage of the system 
which caused bursting of surge arrestor and subsequent majQr 
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d,amages to the ci rcuit breakers and allied equipments were , d~f 
to certain shortromings in the inbuilt protection scheme. The 
firm advised the R ailway that under actual operating conditions 
it would be desirable to enclose the surge arrestor ( lightening 
arrestor) in an insulated chamber wit11jn the bre.aker cuhick to 
p revent transference of a rc to the neighbouring metallic sheets or 
to shift the arresto r outside the cubicle. The d rawing submitted 
( 1972) by the firm and approved by the RDSO, however, ir.di
cated the location of the arrestor inside the cu bicle of the <;ub
.station circ ui t breakers, which was stated to be the standnrd 
practice in its count ry. 

On the Railway Administration asking for replacement of the 
equipments/ parts thus damaged during the warranty period, the 
firm agreed ( August 1974) , as an act of goodwill, to replace free 
of cost all the affected equipments except at one sub-sta tion 
·(B.adlapur ) where th~ equipments had already completed more 
than the prescribed warranty for 12 months service, subject to 
sett leme nt of its pending bi lls and straightening of the warranty 
clause to correspond to tJ1e usual period of 24 months from the 
"<late of shipment or 12 months from placing in service, whichever 
is earlier. 

Wh ile not agreei ng to modify the warra'nty clause as it had 
b een accepted by the firn1 a t the time of e ntering into contract , 
the Rai lway Ad nun istration released ( December 1976 ) paymen~ 

of the firm 's pc·nding bill s for the supplies after obtaining a bank 
guarantee for a n eq uivalent amount to cover the warranty period 
of 12 months after commissioning of the equipments. The advice 
sent by the Financial Adviser and Ch ief Accounts Officer 
( FA&CAO) in July 1977 of a pproaching expiry date ( 15t h 
October 1977 ) of the bank guarantee was not , howcve~. 
received in the office of the C hief Electrical Engineer (CEE) 
located at the same st;itio n. The matter was n ot pursued further 
by the Accounts Department thereafter. Since the replacement 
·supplies were not forLhcoming fro m the fi rm over a period ol 
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'l\J months since payment of its bi lls, in spite of repea ted remi nders. 
the CEE requested the FA&CAO in December 1977, to cncash 
the bank guarantee, valid ity of which had expired on 15th 
OCtobcr 1977. Though the latter was doubtful whether claim 
could be enforced against the time expired bank guarantee, claim 
was lodged ( December 1977) with the ba nk~r without making 
any effort to get its validity extended by the firm . The belated 
attempt to cncash the hank guarantee having proved abortive, 
assistance was sought for from the firm's loca l agent who had 
been awarded (November 1977 ) a e-t' ntract by the Railway 13oard 
for sim ilar equipments, in getting the replacement for the damaged 
pa1 tis / ~ompomcnts. This has not aiso yielded any result so far 
(September 1982). 

l n absence of warranty replacements the Railway Administra
t ion recommissioned the dam;iged instalJ ations (at Chinchavli 
and Titwala ) , incurring an expenditure of Rs. 2.02 Jakhs which 
could have been recovered from the firm , had ti mely action been 
taken 10 cneash the bank guarantee or to get its validity extended. 

T he Railway Ad ministration stated 1hat : 

The bank guarantee was to be cncashcd against transit 
damaged /deficient components and not against the 
burnt components as these related to the goodwill 
offer of the firm , subject to certain condi tic ns being 
fu lfHlccl. TI1e transi t damaged/ deficient components, 
except a few items costing Rs. 4 ,350, having been 
received fro m the firm, 110 loss had been suffered by 
the Railway for non-encashmcnt of the hank 
guarantee. 

It may, however. be mentioned that the bank guarantee 
obtained (December 1976) by the Ad ministration gu.aranteed 
payment to the Railway in the event of the firm's fai ling in its 
oblig:li ion concerning good performa nce of the supplies upto a 
period of 12 months from the date of putt ing the equi pments into 
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operation. Since the circuit breakers and allied <X>mponents had 
burnt out within the warr.anty period of 12 months, the Adminis
trat ion':. contention that the burnt components were not to I.le 
covered by the bank guarantee and i!s non-encashment invo lved 
no loss would appear untenable. 

18. Research, Designs and Standards Organisation- Purchase 
of defective equipment 

Jn June 1973, the Director General, Supplies and D isposals 
(DGS&D) placed an o rder on a firm of New D elhi ( Tndian 
Agents of a firm of U .S.A.) for supply o( 'Beckman Atomic 
Absorption Spectrophoto-meter' together with accessories, spares, 
hoUow cathode lamps, sta'ndard solutions e tc. at a cost of 
S 20, 725. 90 (equivalent to Rs. 1.55 ,445 incius!ve of agency 
commi~sion of $ 2,596.97) plus R.s. J .990 for exh01.ust fa n system 
to be suppl ied to the Research, Designs and Standards 
Organisation (RDSO) Lucknow by 15th March 1974 o r earlier. 
The equi pment was to be supplied by t h~ firm 's Principals in USA 
with ma'nufacturer's test certificates and the inspection was to 
be carried out by the Director of Inspection (DGS&D ) New 
Delhi a t RDSO's premises, Lucknow after pre-inspection of the 
stores by the suppliers. 

The contract, inter alia, provided that insta llation and 
demonstration would be carried c.nt free or charge at consignee's 
premises at Lucknow and the firm's trnined personnel would be 
deputed to train a person or two of the consignee's laboratory 
in the regular working and maintenance of the equipment. The 
h01Iow cathode lamps were to be :iirlifted separately immediately 
after the receipt o f equipment at the consignee's end. The 
equipment was guaranteed for 2 years from the date of shipment 
except hollow cathode lamps which had a shelf life of 2 years. 
H owever, the contract agreement did not stipulate the target date 
for satisfactory installation and demonstration of the equipment. 
The agreement stipulated guarantee for 2 years from the date ot 
~hipmcnt only. Securi ty deposit of Rs. 7,S-16 only w:is obtained. 
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The main equipment was received at Lucknow on 19th 
December 1974 (date of shipment-4th March 1974) and was 
inspected by the firm's representative on 10th January 1975 . 
The hollow cathode lamps, spares and .>tandard solutions were 
receiYet.l in April 1976. The firm's it:prescntatives visited 
R DSO on five occasions between July 1976 and February 1977 
but the machine could not be installed and commissioned by 
them due to various defects irnd deficiencies. Meanwhile, 100 
per cent payment to the firm's principals in U.S.A. had already 
been made by Chief Accounts Officer. India Supply Mission, 
Wa:<; bington against shipping documents, test certiocates etc. 

Jn May 1977. i.e. a year atter t l1·:: expiry of the guarantee. 
the matter rcgm-ding non-commis:>ion!ng of the equipment was 
brought to the notice of the DGS&D who addressed the firm 
on 19th November 1977 to instal and demonstrate the equipment 
to the enti re satisfaction of the cansignce within 2 1 days from 
the date of the letter, failing which remedial action would be taken 
under the terms of the contract. 111e Chief Con.troller nf 

Accou nts, Departmen_t of Supply was also simultancou~ly asked 
to withhold payment equivalent to $ 20,529 from the firm 's 
pend ing bills. Another sum of Rs. 6,400 on :tcco11nt of 
demurrage and R s. 14,941.25 on account of customs duty and 
other charges paid bythe Railway was also to be recovered from 
the firm 

The DGS&D was requested by the RDSO in November l97i:s 
to recover the tota'l cost of the machine together with the 
demurrage and other charges paid by the RDSO and to ask 
th~ fi rm to take back the unit. According to RDSO then· 
appeared to be no possibility of ~ctting the equipment com
missirncd by the tum as they were ncith~r sincere nor <;c rious: 
and rrnbably lacked expertise in the field. 

A meeting was convened with the fi rm's repre;entat1ve bv 
the DGS&D on 20t h D ecember 1978 but there was no progres.s 
in the commissioning of the equipment. On 16th January 1979 

S/ 23 C&AG/ 82-7. 
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the RDSO, while rejecting the equipment urged the DGS&O to 
recover the total cost ot the same besides the demurra~e and 
other charges incurred by them. The representatives of the firm 
and their principals held a meeting with the DGS&D on 27th 
M arch 1979 and sought two months' time for ins tallat ion of a 
pan of the equipment. The firm's representatives visited RDSO 
Lucknow again in Apri l 1981 and then in March 1982 but t M 

equipment could not still be commisc;ioned. 

Thus, more than 6 years after the receipt o( the complete 
eq uipment (April 1976) , the Railway Administration/DG S&D ~ 
have not been able either to get it installed by the firm or to 
recover its cost and other incidental charges from it. The ~ 
equipment was intended for adopting modern analytical technique 
primarily for reliability and to extend the scope of analysis 
particularly to Research and Development work. The delay in 
commissioning the equipment has resulted in delay in int roduction 
of improved method of a nalysis and the work i> stated to be 
carried out by time consuming methods of testing. 

It will be observed that the terms o( ::rgreement did not 
adequately safeguard R ailway Administration ·s financial interests 
inasmuch as these did not provide for a time limit for installation 
and commissioning of the equipment by the firm , and a' penalty 
for delay, particularly when the equipment itself was guaranteed 
for 2 years only from the date of shipment (which expired in 
March 1976) and some components had a shelf life of 2 years 
only. Pa'yment made to the firm amounting to Rs. 1.72 lakbs 
is yet (October 1982) to be realised. 

The paragraph was issued to the R ailway Administration in 
August J 982; its reply is still (November 1982) awaited . 

19. E:d:ra contractual benefit to a supplier of concrete sleepers 

The Ministry of Railways (Railwa'Y Board) awarded (October 
1973) a contract (value : Rs. 2.35 crores) to a fi rm of Bangalore 
for manufacture and supply of monoblock concrete sleepers from 

.. 
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its factory to be set up near Secunderabad. The price per sleeper 
was fixed at Rs. 109.50 F.O.R. works station near Sccunderabad. 

The contract stipulated, inter alia, that : 

"The above prices arc based 0 11 current rates as a~sumed 
hy the contractor in the calculation of his quoted 
price~, of principal raw materials such as cement, 
mild steel and High Tensile Wires as shown below: 

Cem~/11 

Rapid Hardening Cement R~. 250 .00 per M.T. F.O .R. contractor's 
works station near Secunderabad inclu
sive of Sales Tax . 

Mild Steel R5. I OOl>.00 per M.T. F.0.R. contractor's 
works stat ion near Secuodcrabad. 

High Tensile Steel Wi~e Rs. 3940.00 per M.T. F.O.R. cont ractor 's 
works stat ion near Sccunderabad. 

If the cost of raw material, as indicated above, is 
increased or decreased, the ccntract price shall be 
correspondingly varied with effect from the date of 
such increase or decrease by the amount of variation 
in the price of raw material that may be actually 
purchased after the relevant date anti during the period 
of supply of concrete sleepers, remaining to be ma:uu
faetured after that jate.'' 

Thus, according to the contract condition as above, both raw 
material prices as well as delivery of the manufactured sleepers 
were F .O.R . works station near Sccundcrabad. 

For setting up its factory, the fi rm selected (December 1973) 
a site near the crossing station (BG) then under constrnction 
at Hafeezpet, midway between the existing Sa'natnagar and 
Lingampalli stations near Secunderabad. The crossing sta tion 
was completed by South Central Railway in April 1975 and 
opened (September 1976) for wagon Joad tra tllc of the firm. 
Simultaneously, the private siding constructed (August 1976) by 
the firm was also opened for simiiar booking with Hafeezpet 



as the serving station . The BG crossing station at H afeezpet 
though opened for exclusive receipt of inward a'lld outward traffic 
consigned by tbe firm, cement consignments from tbe factories 
on MG route are ~ctually booked to station ( viz. Kechuguda) 
near Secunderabad only, as rebooking therefrom to Hafeezpet is 
not permissible because o f its being within a distance of 25 kms. 
On the plea tbat the ra'w materials for sleeper manufacture were 
not delivered at works station (Hafeezpet), the fi rm claimed 
reimbursement of the charges incurred in road transport of 
cement, steel etc. from the receiving MG /BG railheads to its 
factory, the admissibility of which appeared (August 1980) 
doubtful to the R ailway Administration, as in terms of the 
contract. raw materials were to be delivered 'F.O.R . works 
station near Secund.erabad'. On being approached for 
clarification in the matter, the Railway Board amended (October 
1980) the original contract stipulation 'F.O.R. works station 
nea'r Secundrabad' to 'F .0 .R . Hafeezpet, South Central Railway' 
on the consideration that the firm had been despatching sleepers 
from H afoezpet and advised (August 1981 ) the Rai lway to allow 
reimbursement of transport charg~s to the firm. 

In view of the fact that the crossing station at Hafeezpet is 
not a public goods booking station, the R ailway's liability for 
delivery of raw materials continues to b;;: terminated at the existing 
BG/MG rai lheads near Secunderaba<l. Amendment to the 
contract providing H afeezpet as works station was, therefore. 
unwarranted . T he p~ment of Rs. 3.36 Jakhs so fa r (Oetohcr 
l 982 ) made by tbe R ailway Administration towards reimhun:c
mcnt of transport charges constituted a-n extra contractua l be~efi l 

to the fi rm, since the original contract provision envisaged delivery 
of raw materials free on ra il only upto the works station ne!l r 
Secunderabad a nd freight, if any involved, beyond that point wa~ 
to be borne by the firm . 

?O. Central Railway- E xtra expenditure <lu~ to picccm~al 

prrrchascs 

During February 1978 to Fabru~ry 1980 the stores tleparrmcm 
of t lv.:: Rai lway received indents for procurement of 541 electric 
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points and lock detectors to cover regular maintenance demands 
and advance requirements for works programmed for 1979-80 
and 1980-81. Out of the~e tot3l requirements, indents for 
448 numbers had been received upto March 1979 but the R ailway 
Administration invited (July 1979) tender for 124 numbers only. 
T he balance quantity was left uncovered as the relevant 
indents could not be linked because of their being kept 
on separate files without registering them in the requisi tion 
register as required under the code provision. The tender was 
finalised in December 1979 and the order placed in March 1980 
for the tendered quantity @ Rs. 755 each (inclusive of taxes). 

Notwithstanding the issue of procedure orders in Deecmbe;: 
1979 providing for consolidation :md bulking of all demands so 
as to obtain competitive rates, the left over indents including those 
received later upto February 1980 were not located and clubbd 
together for inclusion in the purchase order of March 1980 for 
possible reduction in price for increas~ in quantity. After two 
months of placement (March 1980) of the order, the 
Administration invited ( May 1980) limited tender for the un
covered quantities (541-124 = 417) and ordered them 
@ R s. 1,425 (plus Central Sales Tax @ 4 per cent) each. The 
piecemeal purchase of the same item owing to failur:! to consoli
date the pending demands for bulk ordering resulted in extra 
expenditure of Rs. 1.50 lakhs. 

The Railway Administration stated ( July 1982) that du~ 

to paucity of stat! it was not possible to combine <1TI the 
requisitions for such non-stock items a~d necessary procedural 
instructions had since been issued to a'void such situation$ in 
future. 

It may, however. be mentioned that the failure to consolidate 
the demands. as required under code provisions, while initiating 
purchase action in July 1979, remained unrectificcl even at the 
time d fi nalisation of the order in March 1980, despite i"sue of 
procedural orders in the meantime (De.-;ember 1979). 
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21 . Southern Railway- Purchase of microwan~ antennae 

In October 1979 the Railway Board informed the Zonaf 
R ailways that all future: requirements of microwave antennae 
would be arranged from E lectronics Corporation of India Limited 
(ECIL) and requested them to send indents to enable procure
ment being arranged at the R ailway Board 's levd. Th:! R ailway 
Board had also indicated thl!t the ECJL had quotec.f (September 
1979 ) prices for hulk supply of 130 antennae and the offer was 
valid upto 30th December 1979 on"ly. In January 1980 the 
R ailway Board rem inded the various Railway>, including Southern· 
R ailway, about the need to send their inden:s urgently. 

Based on indents received from some of !he R ailway;; , the 
R ailway B oard p laced an order on ECTL on 27th F ebruary 1980 
( the validity of offer having been extended by them upto 28th 
Fcbru:rry 19 80) for 96 antennae at the following prices cxclu~ ivr: 

o f packing charges, excise duty :rod Gales ta x: : 

10 ft, standard performance antennae 

12 ft . stan dard perfo rmance antennae 

68 nos. lll the rate of 
Rs. 57,200 each 

28 no~. a t the rate of Rs. 68,800 
each 

Only standard performance antennae had been ordered as 
h igh performance antennae were not considered ncce:;sary as 
four-frequency scheme was being adopted for all works in progress. 
and new works. 

When the R a'ilway Board was ccnsolidatin!?' the .Railway"s 
indents for bulk procurement of antennae from ECIL between 
October J 979 and February 1980 , the Southern R ai lway 
AdmiPist ration was already prncessing an indent (dated 
February 1979) for purchase of 2 antennae. T he tender 
committee which (net on 8th J anuary 1 9~0 lo consider the 
offers received, recommended that the req uirements m ight be 
arranged through Ra ilway Board. The R ailway Administration, 
howev ' r. sent its indent to R ai lway Board on 19th April 1980 
only though the Ra ilway Board had r~m inded the Railway in 
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J anuary l 980. The latter returned the inLlent in May 1980 as 
the purchase order had alrea·dy been placed on 27th F ebruary 

1980. 

The R a ilway Administration invitell fresh quotations from 
ECfL in October 1980 and placed a n order in April 198 1 for 
2 high performance an ten nae at the rate oE Rs. 1 .05 lakhs each . 

The failure of the Administ ration in not placing the indent 
on R ailway Board in spite o[ repeated reminders and the direct 
purcha~c o( h igh performance antennae resulted in extra expendi
ture of Rs. 0 .41 Jakb. 

In Februaty 1980, the R ailway Administra tion placed another 
indC;nt on Railway Board for 10 antennae. The R a ilway Board 
returned this indent also, in August 1980, as the contract with 
ECTL had already been concluded . The Railw<!y Administration 
pluccd a n order on ECIL d irectly, in N ovember 1981, for 10 high 
performance antennae. 

The extra expenditure on account of delay in placing indents 
on Rai lway Board and the direct purch:.Ysc of high perform:mce 
antennae in this case works out to R s. 7.25 lakhs making up a 
total extra expenditure of R s. 7.66 lakhs. 

The Ministry of R ailways ( Railway Board) had o riginally 
(August 1979) invited quotations from ECIL for immediate 
r equirements of 130 antennae for works in progress a nd the la tte r 
bad agreed to supply this quantity or any number that might 
be ordered on them before 30th December 1979 , at the price!> 
quoted in September 1979. While extending the validity of 
offer, F.CTL stated that the price would hold good for 80 numbars 
of antennae. Though the original offer was val id for 
three months for 130 numbers or more, the R a ilway Board could 
place the order for 96 antennae only apparently due to non-receipt 
of indents from Railways. It is no t clear why the Railway 



Board could not have increased the qua-ntity on order so as to "--
cover the requirements of Southern Railway. 

22. South.em R3ilway- fojmlidous pnicu.reroilent cf nicke! chram~ 

rrwlybrlc"mm steel 

Prior to 1972, the Southern R ailway Administration was 
manufacturing crank pins for steam locomotives out of claiss IV 
steel. Jn February 1972 the R ailway Administration placed 
an ad hoc indent on the Director General, Supplies and Disposals 
(DGS&D) for procurement of 40.5 tonnes of nickel chrome 
molybdenum steel ( an item imported by stockists) estimated to 
cost Rs. 5 ,000 per toru1e for the manufacture of d ri ving cr2nk 
pins for YP and YG locomotives. No reasons for procurement 
of imported nickel chrome molybdenum steel in preference to 
the indigenously produced class IV steel, already in use, were 
recorded . The indent could not he processed by D GS&D for 
want of clarifications about specifications from the Railwav 
Administration. 

T wo years later , in June 1974, the Administration revived 
tbe indent on the DGS&D who floated a tender in J uly 19'/4. 
As the cost of tbe only acceptable offer received from a fu rn of 
Delhi was R s. 26,000 per tonne as against R s. 5 ,000 per tonnP. 
estimated by the Administration, the DGS&D after confirming 
the a vailability of funds, placed an order in January 1975 on 
the firm for supply of 40.5 tonnes of the steel. Though the price 
quoted by the firm far exceeded the estimatecl cost, the Railway 
Administrat ion did not review the need for purchasing the n ickel 
chrome molybdenum steel, keeping in view the cost of manu
facturing crank pins out of this costly ll!ate.rial vis-a-vis the cost 
of manufacture with cheaper class IV steel already in use. 

The delivery against the contract pla'<:ed by the DGS&D was 
to be com pleted by 30th September 1975. However, as the 
supplies were not received, the delivery date was extended upto 
3 1st D ecember 1975. Even at this stage the Administration 
did not ca ncel the order, but reclnced the quantity from 40.5 
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tonnes to 20 tonnes, as the full quantity was not required on 
account of long lapse of time in getting the supply. A quantity 
of 19.948 tonnes of this steel costing Rs. 5.18 lakhs were received 
in April 1976. The ma'ferial was rejected by the Administration 
in May 1976 as not conforming to specification in respect of 
nickel and chromium contents. On the fi rm's request, it was 
tested by National Test House, Calcutta which rcportcJ to tho 
DGS&D in April 1978 that the material conformed to the 
specification in the purchase orda . Accordingly on the advice 
of the DGS&D, the Railway Administration accepted the materia l 
in July 1979. As such, the material rece1ved in April 1976 
could not be utilised till July 1979. A review of its utilisation 
sub~equently, revealed the following I<rcts : 

(1) Though the material was indented for the manufacture 
of crank pins for YP and YG locos, 7.9 tonnes had 
been utilised between August 1979 and January 1981, 
for the manufacture of various other items like 
forging dies, axle box rings of YP and YG Class 
engines, gudgeon pins, EOT c.:rane whee)<;, gears for 
steam cranes, machine gears, turret/ collet gears, lead
ing coupling rods 'XP', pinion wheel for 'X' class 
locos, etc., for the manufacture of which an alterna
tive material is class III or Class IV steel costing 
Rs. 3,600 per tonne approximately. The avoidable 
expenditure in utilisation of !1ickcl chrome molyb
denum steel for the manu facture of these items 
amounted to R s. l .69 lakhs. 

The R ailway Administration stated (August 
1982) that the m~t.erial was ini tially indented for 
manufacturing crank pins of steam locomotives. 
However, when the material was finally accepted, the 
steam locomotives were phasing out and hence it 
was decided to utilise the material for alternative 
purposes requiring the use of alloy steel. 

(2) Cost of a crank pin manufactured out of base material 
class IV steel was Rs. 82.10 as against R s. 595.35 
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per crank pin m anu factured out of nickel chrome 
molybdenum steel. The extra expenditure thus 
incurred on m anufaclme of 37 cnrnk pins out of 
nickel chrome molybdenum steel am ounted to 
R s. 0 .19 lakh . 

(3) A quantity of 5. 7 t:)nnes of the material valut:d at 
R s. l.40 Jakhs is still (June 1982 ) lying unutilised 
with the Administration. 

Though the Railway Administration had been using class IV 
steel for manufacture of crnnk pins and had indented nickel 
chrome molybdenum steel for the first t ime in 1972 equating it 
to class IV steel, it failed to reconsider its decision when the cost 
differential became pronounced . 

The injudicious purchase (involving import) and its subsequent 
utilisa tion for other purposes with a view to wiping out tlte stock, 
had only resulted in extra exp enditure of R s. 1.88 lakhs to the 
Administration. 

outhcm Railway- Pro·curcmcnt of a wroug lubricant 

The Southern Railw,ay Administrat io n placed an indent on the 
D irector Genera l, Supplies and D isposals (DGS&D) in October 
1979 fo r supply of 94.915 li tres of Mobile DTE heavy medium 
compressor oil or substitu tes 'Servo System 317' marketed bv 
Indian Oil Corporation ( lOC ) or 'Turbine !' p roduced by 
Hindustan P etroleum Corporation ( HPC) for the contract 
period July 1980 to J une l 98 1 for use on traction motor suspen
sion bearings, despi te the recommended brands of lubricants for 
such purpose being 'Servo prime 17' and/or 'T urbine o il l 7' 
as recommended by the R esearch, Designs and Standards Or <?a
n is:it:on ( RDSO ) in October 1979. 

In response to enquiry by the DGS&D , the Indian Oil Corpo
ration had offered (July 1980) to supply 'Servo System 3 I 7' at 
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DGS&D. On a reference made by Southern 
Administration, ROSO (Motive Power Wing) stated ( 
1982) that they were not aware of 'ENKLO 53' nor j 

traction motor suspension bearings had been rccomm 
them. The DGS&D, however, informed the Southern 
Administration laler in May 1982 that the coverage of 
'ENKLO 53' had t:1e approval of RDSO (Metal! 
Chemicals Wing). l'be Chief Motive Power E ngineer 
of the Railway had indicated in a commu nication dated 
1982 to the Chief M ateria ls Ma nager that a!; tar a~ di 
were concerned, lhe use of correct grade of lubricatin 
to be advised by the Mol ive Power Directorate of R 
not by its Metallurgy and Chemicals Wing. 

y the Micld]e of Feb:uary 1982, a quantity of 70 
of 'ENICLO 53' valued at Rs. 6.31 lakhs bad accuml 
is still (September 1982) lying unused. The Railway 
tration informed Audit on 15th June 1982 that action 
taken to use the lubricant. The Railway Adminisratio 
purchased locally (after November 198 1) 16,400 
'Servo System 3 I 7'-value R s. 1.53 lakhs. 

It was also observed that according to the clarificat 
by RDSO in F ebruary 1982, the recommended brand 
cants for tr.action motor suspension bearings were 'St 
17' and/ or 'Turbine oil 17'. 'Servo System 317' anc 
53' were not recommended ; despite this Southern R<
using 'Servo System 317'. 

The contradictory advices given by two different 
RDSO led to purch as~ of material of which a quan
at Rs. 6.31 Iakhs has not found any usage so far. 

This paragraph was issued to the R ailway Ad.min. 
August T982: its reply i'l still awaited (November 19~-
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24. Central Railway- l njudici-Ous procurement of complete mctor 
r cV('l:"S\'fS 

Motor reverser is a component of a <licseL locurnot1vt.., 
which is not regularly requi red unless the locomotive is involved 
in a serious accident when reverser assembly gets completely 
smashed up. D uring periodical overhaul ( POH) ot a locomotive, 
parts arc replaced it required. 

In J une 1976, the Mechanical department o~ the Railway 
p laced an ident on •D eputy Controller of Stores, Pare!, for procre
ment of 2 numbers of motor reverser assembly for use as uni t 
exchange during POH of locomotives. Deputy Controller of Stores, 
Pare!, while submitting annual estimate for p rocurement, revised 
thc rc:i L•i remcnl to 7 n umbers. However, Controller of Stores 
d(:cidcd to purchase 9 numbers. A S!1pply order for 9 reversers 
ccsting R s. 2. 1 I lakhs was placed on a public sector undertaking 
o 1 0!h Ju ne 1977 with stipulat ion to deliver them by 4 th December 
1978. 

l n August 1977 , it was noticed by the St0res department that 
2 numbers of reversers were already available with them. On 
realising that the requirement was only for 2 numbers, it was 
propocc;d by the Stores department with the concurrence of the 
Accou;1I~ to reduce the quantity 0n orda from 9 to 2 re1.;ersers. 
When the proposal was submitted on 2nd September 1977 for 
General Manager's sanction the file was returned with the obser
vations "Specific reasons for indenting 9 numbers in all and now 
reducing the demand to 2 numbers only may kindly be givea 
and file resubmitted" . Further action taken is not known. 

The purchase order placed for 9 reversers in June 1977 was 
nnt modifi ed to reduce the quantity 0 11 order from 9 to 2 and 
all the reversers ordered were supplied by the unde.rtaliag ia 
August 1979. 

Out of th e 9 motor reversers received, only one has been 
i1sed on a locomotive ~ replacement. Six numbers declar~ 
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surplus were offered to other Railways m February 1981 but 
there was no response from them. 

Pt11 chase of 7 motor rever ers in ~xcess of actual requirement 
has resulted in avoidable expenditure of Rs. 1.64 lakhs. 

The Railway Administration stated (November 1982) that 
reversers had been issued to sheds and workshops for unit 
exchange. 

25. Eastern Railway-Hire o[ comptometer machir.es .4 
Tl1:; Railway Administration had 89 comptometcr ma«hines 

purchased by it during the years 1933 to 1961 as mechanical aids 
for the work of Pay Roll, Provident Fund, Stores Accounting 
and Workshop incentive bonus etc. In addition, between March 
1958 and April 1963 the Administration had taken on hire 
12 comptomcters from a firm 'A' of Calcutta--5 in March 1958, 
6 in .:anuary 196 1 and one in April 1963--on paymeni of hire 
charges of R s. 75-Rs. J 00 per month per machine. 

In order to avoid the payment of recurring hire charges and 
to replace the comptometers obtained on hire, the Administra
tion proposed purchase of additional comptometer machine::.. 1 n 
February 1958/December 1960, the G~ncra l Manager sanc<ionc:d 
the purchase of 12 addition.al comptometers. Foreigit exchange 
amounting to Rs. 25,920 required was also released in NoYember 
1960 by the Financial Adviser and Chief Accounts Officer. The 
proposal for the purchase, however, remained under correspon
dence for the next eight yea(s, upto 1968, between the Railwny 
Administration,, Railw,a.y Board, Director General of Supp1ies and 
Disposals, Chief Controller of Imports and Exports, State Trad
ing Corporation and some firms involving matters relating to 
impon against rupee sources, actual users' import licence, indi
genous availability, clearance from Director General, Technical 

._Development etc. In December 1964, the cost of 11 comptometers 
to be imported was assessed at Rs. 39,421. In October 1967, 

· th'e ·Railway Board asked the R ailway Ad min istration to examine 

-
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whether the items of work (requiring use of comptometers) could 
be taken over on unit record equipment. The Railway's pro
posal which had been, by then, revised to importing five calculu
tors involving foreign exchange of R s. 14,200 was finally rejected 
by the Railway Board in December 1968, on the ground tllat a 
computtr had been installed on the .Rai1w;1y in July 1968 
v .. hich had the capacity to take over th~ Stor~s Accounting, Pay 
Roll including Provident Fund pnd Workshop incentive bo•us and 
the faster tape units ordered would create more capacity. The 
Railway Board advised the Railway Administration that even if 
fewer calculating machines for certain desk calculations were re
quired, it would not be necessary to order the machine of the 
type proposed by the Railway Administration involving foreign 
exclw 1:ge as F ACIT machines (costing about Rs. 1,850 per 
machine) manufactured in lnd ia could perform all ari thmetical 
calculations. 

The Administration d id not pursue funher ihe proposal for 
purchase of comptometers either from indigenous sources or by 
import. The hiring of 11 comptometers from firm 'A' is ~fll 

(September 1982) being continued incurring a recurring ex~en
diture of Rs. 22,000 per annum. agai nst the one time cost of 
Rs. 20,350 for the calculati ng machines advisc<l by the R.-iilway 
Board in December 1963. D::Lvecn March 1958 to Jun~ 1981, 
the Railway Administration incurreJ an expend iture of Rs. 4 20 
lakhs as hire charges. 

The Railway Administra:iou ~lr.1'ed (November 1979) that 
the feasibility of using FACIT machines was xarnined in 
November 1970 and they were not found suitable. The Adminis
tration stated. further, in June 1982, that the Railway Board was 
not approached to reconsider their earlier decision and th at since 
the hired machines could not be replaced by purchase of new 
machines, the use of comptometers for various accounting job<: 
was still needed even after installation of the computer, the 
expenditure o n hire charges being inescapable. 
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It is, however, observed that after 1970 the Administra tion 
hat.I not explored. the pO&Sibility of purchasing indigenou~ly manu
factured calculating machines/electronic calculators which had 
since b ecome available. The Admjnistration's inability to reduce 
the total number of comptometers even after computerisation and 
its continued dependence on hiring of 1 I old comptometer£ 
from firm 'A' ha·s resulted in unnecessary recurring expendi ture 
of Rs. 22,000 ~r a nnum. 

2b. ~a&tcrn R aHway- Avoidable payment of surcharge on electric 
energy charges 

Power factor is ratio of energy available for consumption 
< K ilowatt>- KW) and energy consumd ( Kilovolt Ampcre
KV /\) i.e. energy billed. A !ow power factor results in increase 
in demand (and demand charges) besides adversely affecting 
t~c c!ectrical equipments. 

The tariff of Bihnr St1te E lectrici '.y Board (BSEB) stipulates 
that no consumer sh.all allow the average power factor of the 
supp!y t::ik..:n by him to fall b~low 0.8 in any month. In th<> 
ev~r. t 0f the average power factor falling below 0 .8 a surcharge 
::· 'lie rate of 1 per cent per every fall of power factor of 0.01 
will he lcviable on the demand and energy cha rges incl ud ing fuel 
surcharge. TI1c tariff also provides that con-;umers should provide 
su!1nb!e Fhun t capacitors in or<ler to arrest fall in power factor. 

The E astern Railway Administration purchases elect ric 
en~gy from BSEB to meet the requi rements of power for it• 

workshop and other R ai lway Esta blishrnen~s. 

The Administra!ian paid n surcharge amounting to R s. 9 J 3Q 
l a~h<; on account of fall in power factor in some substations ct ur· 
ing the period March 1977 to March 1982 which was av0id:i hlc 
Th~· delnils of these cases arc given in succeeding paragrnph~. 
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1n March 1977 the BSEB informed the Workshop Electrical 
Engineer, Jamalpur workshop that the power factor in workshop 
had fallen below 0.8 a nd requested him to install shnm capa
citors within six months to bring u p the power [actor. ai least 
to 0 .8 failing which a surcharge at tlie ra te 0 ( I per cent would 
be levied for every 0 .01 fall below 0 .8 power factor. This notice 
w.ar; followed by warning in the Electricity Board·s mo nthlv 
energy charge bill for March 1977 (issued in April 1977 ) 
stating " Power factor 0.68 shunt by 0.12' '. 

T ho Railway Administration did not take <Lny cogn isance of 
these tariff conditions, or the notices served by the BSEB for 
over 3 years. In M ay 1980 the E lectricity Board sent :t supple
mentary bil l for penalty charges of Rs. 3.62 lakhs for the period 
from March 1977 to M arch 1980 for low power factor. The 
Railway Administration requested the BSEB for waiver of the 
penalty charges as the re appeared to be some mechanical defects 
in the recording instruments of BSEB and the clause for power 
factor in the tariff was based on average valuation of the same. 
The Rai lway Ad ministration also informed the BSE B that due 
to power interruptions and load restrictions it was not po~sibl~ 
for the R ailway Administration to operate such loads. 

T he amount of R s. 3.62 lakhs was paid in December : 980. 
Further penal ty of Rs. 0.86 lakh was also paid d uring I\ farch/ 
April J 982 . 

T he Railway Administration stated (September I 98 l ) that 
the payment for low power factor was made under protest to 
nvoid payme nt of surch-'lrge and BSEB authori ties were requested 
lo cbcck up their meters in September .1980 crnd that subse
quc- ntly they had insta lled a trivector meter in Jamalp11r powP.r 
hou e which had revealed discrepancic<; in regard to maximum 
demand and o ther readings. 

S/ 23 C&AG/ 82-8. 
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Tn Apri l 1981 the Railway Administration had also ins1allcd 
2 shunt capacitors of 50 KV A capacity costing R s. 11,200. 
Subsequently one capacitor of 100 KV A capacity costing 
R s. 13,600 and 2 capacitors of 200 KV A capacity each costing 
R s. 34,000 were also installed. In addition one capacitor o t 
foo KV A capacity had been ordered, and 6 more provided for 
in Machincty and Plant programme at 1982-83 at a total cost 
of R s. 1.80 lakhs. 

T he ex:.ra expenditure of R s. 4.48 lakhs could have been 
avoided had the Administration taken prompt t:1ctiou on receipt 
of BSEB's notice in March 1977 or even earlier to rectify the 
power factor. It may aJso be mentioned that, since the maximum 
demand cha rges levied by the Board under the two part tariff 
is based o n the KV A reading, low power factor raises the KV A 
reading and this increases reguJar monthly bills also in addition 
to the penalty. 

T he R ailway Administration stated (March 1982 ) further 
that power restrictions im posed for prolonged period:; had an 
impact on R ailway's system average power factor. 

Besides the case of J amalpur workshop, the R ailway Adminis
tration had been paying the penal charges viz. surcharge for poor 
power factor at other substations also. Jn the case of enc grid 
at Chandauli/ Gaya and the other at Sonenagar the Railway Ad
ministration had paid R s. 39. 13 lakhs and Rs. 47.78 lakhs .res
pectively towa rds penalty d ue to fall in power factor during the 
years 1977-78 to 1981-82. A proposal for installation of 25 K\' 
shunt capacitors at C handuali at a cost of R s. 17.72 lakbs was 
prepared in F ebruary 1982 only. A proposal for installation of 
25 KV shunt capacitor at Sonenagar at a cost of Rs. 8.5 lakhs 
was made in 1976, but is yet to be finalised. 

Mea-nwhile the R ailway Administration continue to incur 
liability for penal charges besides having to pay increased demand 
charges which according to Railway's estimation works out to 

... 
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Rs. 10.1 8 lakhs per e1nnum in respect of Chan::lauJi and Soncnagar 

substations. 

27. Ea~tern Railway-Power supply at Mughalsarni 

The Eastern R ailway bas been pmchasing electricity at 11 KV 
at Vyasanagar (Mugbalsarai) fro::u Banaras E lectric Light & 
Power Company Limited (BELP)--now Varanasi Electric Supply 
Undertaking, with a contract demand or 1500 KVA. 

In 1971 it was decided by th~ Railway Administration to 
switch over to 33 KV supply from Uttar Pradesh State Electrici ty 
Board (UPSEB ) as the load at the point of supply was expected 
to increase upto 2250 KV A, the rates would be cheaper and there 
would be less interruptions, voltage fluctuations and transmisc;i0n 
losses. The change ~er was expected to result in much lower 
rates, me.inly because it was proposed tn segregate the industrial 
load from the bulk of the domestic loadc;. The savings in energy 
cha1ges expected to accrue as a result of change over of supply 
and segregation of industrial load ( for which a lower ta riff 
applied) was assessed later at R s. 7.43 lakhs per annum on the 
basis of consumption during 1977-78. 

The work of construction of 33 KV substation includtng 
service connection from Sabupuri grid substation to Mughalsnrai 
Power House substation, installation. of two transformers 
(3 MV A) and provision of a trivector meter to record the 
consumption of industrial loads, was entrusted to U PSEB as a 
deposit work and the Railway Administration paid R~. 12.62 
lakhs as agreed to in a meeting held between the R ailway 
Administration and the UPSEB in M arch/ April 1973. 

The 33/11 KV substation at MughalsClrai, commissioned in 
June 1977 by UPSEB with one transformer and connection from 
Chandauli feeder, was taken over by the R ailway nine months 
later in March 1978. 
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Even after March 1978, the Railway has not switched over 
completely to 33 KV supply but decided to continue to receive 
11 KV supply at Vyasanaga-r (Mughalsarai) in addition. Both 
the supplies are paid for by the Railway at higher tarifI applicable 
to mixed loads, though the work was undertr.'.:en to meet the 
increased load and to segregate the industrial loads to enable the 
R ailway to avail of the lower tariff applicabk to industrial loads. 
The Railway Administra tion has also not entered into arr 
agreement with UPSEB in respect o[ maximum demand and 
energy charges to be paid at the rates applicable to industria l loads. 
The draft agreement initiated in 1973 st'. 11 remains to be finalised. 
The anticipated saving of Rs. 7.43 lakhs per annum has ll<'t 
ma terialised so far (November 1982). 

The Railway Administration had st:ited in August 1980 that 
switching over to 33 KV supply and transferring the industrial 
bad to 33 KV line was not possible because the UPSEB had not 
.::ompleted the work as envisaged in the original scherr19 which 
contempla ted ervice connection from Sahupuri grid a nd not 
Chandauli feeder (which catered to other CO(}sumers also). A 
second transformer at Sahupuri substation a nd the submeter 
( trivector meter ) for mecrsuring industrial load had not been 
installed by UPSEB. The arrangement on 33 KV point of 
supply at Chandauli was very unreliable and it was not advi~able 

to connect all industria l load to 33 KV supply unless U PSEB 
completed the work. The question of availing of power supply 
from UPSEB was not linked with the finalisation of agreement. 

ft was, however, observed that lhe supply from 33 KV poi nt 
was catering to the needs of yard, loco shed and sick lines etc . 
A maxi mum demand indicat or installed on 33 KV suppl y point 
was removed as UPSEB was charging the Railways at flat rates 
appl icable to mixed loads. Accordin.e; to UPSEB the monthly 
m(lximum demand reading would be taken from the day the 
agreement for supply at 33 KV was executed and bilimg would 
be started separately for industrial and non-industrial loads. It 
wa<; also observed that the work by U PSEil was not complf."ted 
ac, the Railways had not approved the powe r tin~ crossing. 

....... 
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It will be observed from the above that though 1he work in 
connection with 33 KV supply from Sahupuri substa licn was 
star ted in 1974 for which the Railways had deposited Rs. 12.62 
lakhs with UPSEB , it bas not been completed so far (November 
1982) and the Railway Adminjstration had not pursued the matter 
with UPSEB. Though supply from 33 KV is obt~ined by the 
R ai]ways from March 1978 from Chandauli feeder, motters 
relating to agreement with UPSEB for maximum demand and 
tarifis to be charged have not been resolved. In the meantime, 
the Railway continues to incur extn\ expenditure to the extent 
of Rs. 7.43 Jakhs per annum. 

28. Delay in finalisation of tenders and con!.cquc11t extra 
c~'Pcnditure in purchase of stores 

A few cases of failure in finalisation of tenders wi thin the 
period of their validity and a'. case of fai lure to take risk purchase 
action, noticed in audit, are mentioned below : 

I . Central Railway-Purchase of Ferrosilicon 

TI1e Central R ailway Administration placed an indent on 
8 th March 1979 for supply of 156 tonnes of ferrosilicon on the 
Director General, Supplies and D isposals (DGS&D ) . The 
DGS&D having returned the indent, the RniJway Administration 
decided (July 1979) to purchase the mltcri:il locally in view of 
the c ritical stock position. Tenders were, however, jnvitecl for 
supp ly of 81.403 tonnes of ferrosilicon on 26th November 1979, 
a fter a delay of 4 months. Firm 'A' offered to supply 20 tonnes 
at the ra te of Rs. 10,500 per tonne ~ind Firm 'B' whose tender 
was l~e by a day, offered to supply ex- tock the entire quantity 
at the ra te of R s. 11,200 per tonne. The Adminisltation failed 
to finalise the tenders within the validity periods of the offers 
which had been extended once by Firm 'A' uptc 15th February, 
1980 and twice by Firm 'B' upto 4th M arch 1980. The tender 
committee met on 4th March 1980 and as the material was 
urgently required, it recommended accepta-nce of the offer of 
Firm 'B' for a quantity of 26 tonnes only, being 2 months' 
requirements. 111e firm expressed its inability to accept the 
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adv;:ince order placed on it telegraphically on 4th March, 1980 
and st2ted that the offer had already expired and rhe price of 
r:rw material had increased. 

Subsequently, during April 1980-June 1980, the 
A dministration purchased 68.403 tonnes of ferrosi licon, by 
placing orders piece-meal on Firm 'A'-5 tonnes at the ra1e of 
R s. 10,500 per tonne, on firm 'C'-13 tonnes at the rate of 
R s. 13,000 per tonne and on firm 'D'-50.403 tonnes at the rate 
of Rs. 14,600 per tonne. 

The failure in fi na l~>ing the tenders within the valid ity period 
h ad resuted in additional ~xp"nditure of Rs. 1.98 lakhs. 

II. Central Railway-Purchase of oil lins:!ed-boilcd 

The R ailway Administration invited limited tenders due for 
opening on 3rtl April , 1980 for supply of 40,000 kgs. of li nseed 
oil to meet pending emergent demands. Out of four quotatioD'> 
rec.:iv.::d, the lowest rate was that of firm 'E'-Rs. 1 ~. 1 0 per kg 
the offer being val id for 30 days i.e. upto 2nd May 1980. A 
meeting of tender committee consisting of senior scale officers 
fixed to be held on 28th April , 1980 d id not take place as one of 
the members did not attend the meeting. In a meeting stated to 
have been held on 3rd M ay 1980 (after expiry of the offer) 
for which no minutes were d rawn, the tender committee 
recommended acceptance of the offer of firm 'E' at the rate 
of 12.10 per kg. H owever, as the value of the purchase exceeded 
the powers of the tender committee of the level of Senior Scale 
Officers, the competent authority con lcl not accept its recommen
aations. A fresh fender committee consisting of Junior 
Administrative Gracie Officers wa:; form~cl on 12t h May 
1980. Meanwliik firm 'E' declined t ;) extend the validity of 
its off:: r which expired on 2nd May l 980. A <; there was no 
response from the second lowest '.cnderer and the rate<; o( others 
were con· iucred high, fre h tenders clue on J 6th June 1980 
were invi ted . A negotiated offer of ftrm 'E' at the rate or 
R s. 17.16 p er kg was finally accepted by rhe Administration in 

... 
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August 1980 and a purchase order pla'ced in September 1980. 
The oi l was supplied by the firm between September l 980 and 
J anuary 1981. 

Non-observance of the prescribed procedures for constituting 
tender committees resulting in delay in finalisalion o( tenders bas 
C\1st the Administration extra expenditure of Rs. 2.02 lakhs. 

l1 I. Northern R ailway-Purchase of si1::11als colour light 11111/tilmit 

Against the Railway Administrat ion's tender for purchase of 
50 ~igna ls colour light multiunit, due for opening on 19th 
December 1978 , firm 'F' quoted a rate of R s. 1.950 each valid 
upto 16th February 1979. This offer was found acceptable by 
the tender committee on 31st January 1979. The validity of 
its offer was also extended by the firm upto 12th April 1979. 
The competent authority (Controller of Stores ) approved the 
purcha~c on 26th March 1979. Accepta'nce of tender was not, 
howcv·::r, communicated to the firm before 12th April 1979. 
l nstead, the firm was approached on 7th May 1979 to keep its 
quotation open upto fur ther 15 days from the dale of receipt 
of its reply in the office of Controller of Stores. The firm replied 
( 17th May 1979) that it was agreeable to supply the materia-ls 
at the ordered rates if the Railway Administration could supply 
lenses at the price prevailing at the time of submission of its 
offer. 

The item was rctendercd in J,111uary 1980 aga'inst which two 
offers were received. As the rate cf Rs. 4.775 in acceptable 
tender was considered high it was decided to retendcr the item. 
Tn the third invitation of tenders in August 1980 only one. offer 
o[ firr.1 'G' wa<; received in time (and one late offer). This offer 
at R s. 5 ,632 each was accepted by the Administmt ion in OctohPt" 
1980. 
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T he fai lure to place tlle order or Issue advance acceptance of 
tender in time in April 1979 has resulted in excess expenditure 
of Rs. 1.84 lakhs. 

This case was reterred to the Railway Administration m 
August 1982; its reply is still awaited (November 1982) . 

IV. Southern Railway- Purchase of Aluminium sheets 

In April 1979, the Southern R ailway Administration placed 
an order on a firm 'H ' for supply of 254 al uminium sheets 
valued R s. 1.52 Jakhs. T he firm did not supply the material 
within the stipulated date of delivery viz., 22nd June 1979. On 
29th November 1979 the Administration cancelled the order 
and also advised the firm that fresh purchase would be arranged 
a t the risk and expense of the fi rm. After completing the 
formalities of inviting and considering fresh tenders the 
Administration placed a purchase order on a firm 'J' on 16th 
M ay 1980 . 

The amount recoverable from the defaulting firm was assessed 
as R s. 1.38 Iakhs. While consider ing the action for recovery 
from the defaulting firm the Administration founc! that recovery 
was not tenable as the second order had been placed 10 months 
and 24 days after expiry of delivery date (22nd June 1979) 
of the defaulted order against the prescribed limit of 6 months 
and, therefore, decided not to recover the amount of R s. 1.38 
lakhs from the defaulting firm. 

The reasons why the risk purchase action could not have 
been finalised within six months of breach of contract are n ot 
clear. 

V. Chittara11ja11 Locomotive Works- Purchase of tinned steel 
wire 

1. Tenders invited in 1978 

The Chittaranjan Locomotive Works (CLW) has been 
purchasing tinned steel wire from a foreign fi rm 'K ' since 1972. 

-
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In July 1978, the CLW Administration invited a global t;::ndcr 
for 7,900 kgs. of tinned steel wire to meet the requirements (or 
the year 1979-80. Out of three quota'lioos received, the tender 
committee recommended (2 1st August 1978) acceptance of the 
offer of firm 'K' at the rate of F rench Francs 24.30 per kg f.o.b . 
which was the lowest and technically acceptable. The price 
quoted was firm for last delivery upto April 1979 if the order 
was pl aced by Novcmb~r l 978 . T hough tl1e ofk r was valid for 
more than three months, the CLW Administration did not place. 
an order upto 3rd February 1979 on which ela te, it (CLW) 
intimated the acceptance of offer by cable. Tn August 1978, 
the CL W Administra't ion initiated action (or obtaining sancticn 
ot the R ailway Board for release of foreign exchange. F oreign 
exchange amounting to Rs. 3.17 lakhs was released by the 
R ailway Board in J anuary 1979 from French credit. A formal 
purchase order for 6. l 60 kgs f.o .b., value- Rs. 2.97 lakhs, was 
placed on 19th April 1979. ' 

Subsequently it transpired that F rench credit had been fully 
exhausted . Therefore, a fresh application for release of foreign 
exchange was made by CLW Administra tion on 2 Lst May J 979 
and was sanctioned by R ailway Board on 28th May J 979 from 
free resources. A fresh order \\':l:> placed on the fi rm on 20th 
July J 979 cancelling the order p!a·ced on 19th April 1979. 
However, the Indian Agent of the firm advised the Administration 
in August 1979 that the firm was not agreeable to accept the 
rate of FF 24.50 per kg and that it had increased the rate to 
FF 34.60 per kg. The revised rate wac; accepted by the 
Administration on the ground that the material was required 
urgently and also that firm 'K' was the only established source 
of supply. In the meantime, the Indian Agent of the fi rm was 
also asl<ed to persuade the firm to accept the old rate of French 
Francs 24.50 per kg. Finally in November 1979 the firm 
accepted the contract in t.wo parts i.e. 3.000 kgs at French 
F rancs 24.50 per kg and 3160 kgs at French F rancs 34 .60 per 
kg. 
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T he additional expendi ture to the CLW Administration on 
accuunt of delay in placement of order amc t:nted to Rs. 0.97 
lakh. 

By the time addi tional (oreign exchange to meet the revised 
value of the order was released and other formalities relating to 
extension/amendment of letter of credit could be completed or. 
J 8 !i Apr il 1980, another 4 months had elapsed. The CLW 
Administration req uested the firm to air-lift 2,500 kgs of tinned 
steel wire. The air freight charges incurred by the Administration ...i_ 

on two consignments was R s. 1.1 6 lakhs. 

Thus, the delay in finalisation of tenders and placement of 
purchase order for 1979-80 resulted in avoidable expenditure 
of Rs. 2.13 lakhs. The Administration stated (November 1982) 
that due to change in the source of financin~ a nd the relatrd 
procedural time involved in changing the contract, Jetter of credit , 
etc. it became necessary and unavoidable to afr-lift the quantity 
to safeguard production. 

However, it wa·s observed that major part of the airlifted 
mat..:rial received in May 1980 was not issued till September 
1980. Besides, in order to meet the requirements for 1979-80 , 
the CLW Admin istration had also put"chased an alternative 
material viz. Polyglass tape at a cost of Rs. l .14 lakhs (including 
air lifting charges R s. 20,000) by import in Jun~ 1979 and again 
by loc:il purcha c at a cost of R s. 0.77 lakh in M arch 1980. 
Further , a' purchase order fo r the 1·equiremcnts for 1980-81 had 
been placed on tirm 'K' on 27th Nove mber 1979 for 12,700 kgs 
of l°'m..:d s tee l wi re at the rate of French Francs 34.60 per kg
lkli . .:-r~· to commence as early as possible after receipt of order 
and lo be completed by June 1980. L ellet o~ credit against thJs 
on.!~r herd been opcncu on 8th J anuarv 1980 . Jn the circum
stances, iocurrcncc of expenditure (R s. 1.1 6 lakhs) on air-lifting 
W:.15 not warranted . 

-
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2. Tender invited in 1979 

As rnentioried above, purchase order to meet the requirements 
for the years 1979-80 and l 980-81 were final ised in November 
1979 only. Simultaneously, in November 1979, the CLW 
Administra tion initiated action for procur-!ment of the material 
fo:- meeting the req uirements for 1981-82. Global tender was 
invited against which only one telex offer of fi rm 'K' was received 
on '.27th November 1979. The rate quoted was French Francs 
34.60 per kg . (same as that accepted by the CLW 
Administn.rtion in the orders placed in July 1979 and Novembt:r 
l 97'.)) and was valid upto 2 1st D ecember 1979. The CLW 
Administration entered into correspondence wit!~ the firm asking 
for deta iled quotation, confirming the specification and extending 
the validity per iod of its offer upto 20th March 1980. The 
fir m ~xtended the validity initially upto 21st Jamnry 1980 but 
revised the rate to French Francs 40 .80 per kg. rrncl subsequently 
uplo 4th April 1980 revising the rate to French Francs 42 per 
kg. T he tender committee wh ich met on 10th March l 980 
(more than 2 month aft er ~f'ceipt of confirmatiun of specification 
etc., fro m th::: fi rm) recommcmbi acceptance of the firm 's offer. 
An order wrr placed on the firm on 30th April 1980 for a 
quantity of 10.043 kgs at the rate of F rcn1.:h Franc<> 42 per kg. 

The additional expenoiture to the CL W Admini !ration on 
account of non-finalisation of the tender within its validity resulted 
in extra expenditure of R s. 2 .33 lakhs. 

The Administration stated (November 1982) that finali. ation 
of an import contract as against indigenous contract involved 
certain special features such as obtaining foreign exchange release. 
opening of letter of credit, etc., and that no contract of such a 
mllg11itude involving import could be placecl. within such a short 
period completing all the formalities. 

lt is . however, relevant to mention that in this case the CLW 
A dministration had finalised two orders on the same firm on 
20th Jul y l 979 and 27th November 1979 against the 
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requirements for 1979-80 and 1980-81. The rate quoted by the 
firm on 27th November 1979 against 1931-82 tender was the 
same as in these orders . Yet, CLW Administration clid not 
consider increasing the quantity on order with the fi rm. Further, 
as the Administra tion has been purchasing the material from this 
firm since 1972, the need for obtaining confirmation ab out. 
specifications etc. was not clear. 

Vf. Integral Coach Factory-Purchase of c/ectrccles 

In May 1979 the Planning Branch of Integral Coa-ch F actory 
(ICF) sent a stock requisition to the Stores department for 
procurement of 55.58 lakh pieces of electrodes (2.5 mm X 

350 mm) for the production programme of the year 1980-81. 
After four months, in September 1979, an open tender was issued 
d ue for opening on 26th October 1979, for 38.43 lakh pieces 
assessed as the net requirements. The lowest technically 
acceptable quotations (out of 9 quotations received) were from 
fi rm 'X' (Rs. 380 per 1000 pieces ) and firm 'Y' (Rs. 465 per 
1000 pieces ) valid upto 24th December 1979 and 25th January 
1980 respectively. The tender committee which met on 20th 
December 1979 recommended negotiations with the two firms 
as the rates quoted were higher than the last purchase rate. 
The date of negotiat ion was fixed as 8th January 1980 and the 
fi rms advised. Both the firms advised on 2nd January 1980 
that the prices quoted by them were no longer valid and revised 
their rates to R s. 535 ( firm 'X'-18th January 1980) and 
Rs. 582 (firm 'Y') per 1000 pieces . The Administratio n decided 
( 29th January 1980) that io view of favourable stock position 
a'Ild the r igid att itude of the firms the tender may be filed. Th~ 
quanti ty of 41 lakh pieces in stock then, Wa'S expectec.l to cater 
to the production needs of 9t months (i .e. upto October 1980) 
at the ra te of 4!- lakh prieces per month . Nevertheless the 
Administration ordered 10 lakh pieces on firm 'Z' who was the 
lowest tenderer, wi th a view to develop one more ~ource . 

Firm 'Z' was not called for negotialions earlier as its samples 
were tested and found not satisfactory by Production Engineer. 

-

-
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In May 1980, within four months of filing the tenders, the 
Administration decided to make emergency purchase of 6.69 lakh 
pieces to bui ld up sufficient stocks upto 3 l st March 198 l. Special 
limited tenders were invited in June 1980 and an order was placed 
on firm 'X' in November 1980 at the rate of R s. 592 per 1000 
pieces. 

Meanwhile, the stock position had agi:l'in fallen to 19.71 bkh 
pieces on 1 t August 1980 resulting in short fall of 22.38 lakh 
pieces in the requirements upto 31st March 198 L. The net 
shor-tfall was purchased along with the requirements for 198 L-82 
at a rate of R s. 606 per 1000 pieces through an order placed 
on fi rm 'X ' in March 1981. 

Thus, on account of delay in successive stages viz. delay of 
4 months in inviting tenders, and delay in finali~ation of tenders 
invited in September 1979 wit bin their validity periods ( upto 
D ecember 1979/January 1980), and incorrect as essment of 
stock position, the Administration had to purchase the material 
at a higher rate. The extra expenditure to the Adm inistration 
reckoned with reference to the rates obtained in October 1979· 
works out to R s. 9.76 lakhs and Rs. 3.63 lakhs if reckoned with 
reference to the revised rate of R s. 535 per 1000 pieces. 

The ICF Administration stated (July 1982) that the 
comparison of the rate obtained in th e tender in October l 979 
with the rate obtained for 1981-82 was not a-ppropriate as even 
the rate of R s. 380 was considered high in the circumstances then 
prevailing. It further stated that putting off the purchase and' 
not placing an order ( in D ecember 1979) oo one o( the ex i ti ng 
suppliers who had suddenly increased the price was in the best 
interest of the Administration. 

It is, however, to be s tated that in January 1980, the £CF 
Administration had accepted incr~ase in rates ranging between 
30 and 32 per cent in the tender finalised for other dimen•ions. 
(] . I ~ / 4 mm X 450 mm) of electrodes 



CHAPTER JV 

EARNINGS 

29. Short realisation o[ passenger fares 

A review in audit of the system of charging passenger fares 
vis-a-vis the distance travelled followed on different Railways 
clisclosed that a uniform policy is not being followed in computing 
passenger fares which resul ts i!l substantial loss o f earnings as 
detailed below: 

On Western a>nd Central R ailways, fares in respect ot 
the following destinations reached by two alternative 
routes, are being r.hargcd as per dic;tancc actually travelled 
by the passengers : 

Western Railway-Ahmedabad-Delhi 

(a ) via R ewari , Bandikui, Jaipur, Phulcra (distance 
834 km) 

(b) via R cw<rri-Recngus-Phulcra (distance 869 km) 

Central Rai/way-Pune-New Delhi 

(a) via Bombay V.T. (distance 1734 km) 

(b) via Dhond-Manmad (d istance 1594 km) 

However, in respect of 23 routes on the Northern Railway, 
8 routes on North Eastern R ailway and 27 routes on Eastern 
Railway, fares in respect of destinations reached by alternative 
routes, are being charged by the shortest route. 

118 
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On the basis of a test review by Audit of tickets sold in 
two routes between Delhi-Ambala and Delhi-Lucknow to the 
passengers travelling in 4 trains• during the month of April 
1982, it is estimated that the loss of revenue would be of the 
order of Rs. 1.84 lakhs per month or Rs. 22.08 lakhs per 
year on the Northern Railway alone. Similarl y on Ea~tern 

Railway, the loss during the month April 1982 in respect of 
one route Howrah/Sealdah to Mughalsarai for 4 trains** works 
out to Rs. 6.17 lakhs. 

Southern c11ul South Central Railways 

On the introduction of Coromondal Express between Howrnh 
and Madras, via Naraj, with effect frorn 6th March 1977 
involving extra haulage of 23 kms over the normal route. the 
South Eastern R ailway notified to all railways including Soulhem 
and South Central Railways (over which this train runs before 
terminating at Madras) that fares would be charged by this 
booked route for this train. 

It was no1iced by South Eastern Railway that while it had 
been charging passengers on this train between Howrah and 
Madras as per d istance travelled (1685 km), the Southern 
Railway had been charging fares between Madras and Howrah 
for the normal route ( 1662 km). South Central R ai lway also 
did likewise for journey between Sccunderabatl-Vijayawada to 
Howrah. On the irregularity being pointed out by South Eastern 
Rail~ay (September 1981) the practice was rectified by Southern 
Railway from 1st October, 1981 and South Central Railway from 
15th December, 1981. The failure on the part of Southern 
<rnd South Central Railways to charge the correct fa re has resulted 
in loss of revenue to the extent of Rs. 2 lakhs per <mnum 

•Tra in No. 45/46 Janta. 53/ 54 H imachal Express, No. 83/84 Gan8'<
Jamuna, 11 9/120 Gomti Express . 

.. 5 Up Howra h-Amritsar Mai l 
13 Up Upper India Express 
3 U p Howrah-Bombay Mai l 1•ia Allahabad 
103 Up AC fapress 
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approxi mately during the period ibid. The Southern"' Railway 
pleaded non-receipt of the notifications o[ 1977 from South 
Eastern R ailway, and non-indication of the enhan ced distance to 
b~ charged suitably for this particular train by the latter in its 
time table from October 1977. 

The above practice of charging fares by shorter routes to 
stations reached by alternative routes not only involves loss u[ 
revenue to the R ailways b ut also results in certa in anomalies in 
that, the fares charged for certain stations on the longer rou~s, 

sh ort of common destination, is more than the fare to the 
common destimrtion. 

The anomaly ibid and the recurring loss of earnings due to 
n on-charging of passenger fares by the booked route were brought 
to the notice of R ailway Board by Audit in August 1980. In 
July 1981, instructions were issued by the R ai lway Board to the 
General Managers to charge pcrssengers by the route 11ctually 
travelled from October 1981. However, the Ministry of 
Railways (Railway Board) postponed in D ecember 1981, the 
implementation of the above instructio ns until further orders 
which are still awaited (September 1982). 

The Ministry of Railways (Rm:Iway Board ) stated (October 
1982) that the implementation of their instructions are still under 
examination by them. 

The fo llowing points arise in thi. connection : 

( i) The policy followed in regard to c harging of 
passenger fares between destiaaticns reached by the 
alternative routes on the Ze na] Rai lways has not 
been consistent and uniform. 

(ii) This has resulted , on the one haml , in substant ial loss 
of earnings and on the ::>thcr. certain anomalies vi::. 

*Southern :inci South Centra l R:iilw:iv" arc charginl! fores a" per dis
rancc actuallv rravcllcri in remeci of two a lrern~iive rou'"" from Bangalore 
to 'cw Delhi 1·ia la) Gudur. Rcnigunta :incl fbl Guclur. Madra". 

-

.. . 

..... 
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(a ) the fares charged for certain stations on the 
longer routes, short of common destinations is more 
than the fare for the common destination (b) some 
passengers are charged - fares for actual d istance 
travelled while others are chm:ged as per shorter 
routes for stations reached by longer routes. 

( iii) Despite this anomaly being brought to notice of 
Ministry of R ailways (Railway Board ) in August 
1980, remedial action by way of revision of d istance 
tables, etc. has not been t~ken yet (September 1982) . 
The Railway Board's instructions of July 1981 to 
charge fare by the route a~tually travelled was 
cancelled in December 1981 and further instructions 
are yet to issue. 

(iv) Despite issue of notification to charge fares by the 
route actually travelled by Coromondal Express in 
March 1977, South Eastern R ailway failed to foTiow 
it up with suitable instructions in its time table. As 
a result, fares charged for travel in one direction 
were more than that for t.ravel in the reverse d irection 
by- the same train. Even the Traffic Accounts 
Offices of these R ailways failed in their internal check 
to point out this omission. 

30. South Ceiltral R ailway-Payment of compensation on 
account of fraudulent booking or a tank wagon without 
loading the contents 

Aga;n,, a registered requisit ion fo r one tank wagon placed 
by Firm 'A' for despatch. of vegetable oil from Seeunderaood to 
Sahcb Ban~ r-a station on Eastern R ailway on 31st January 
J 97d.. one lark wagon was allotted to Firm 'B' of Hyderabad by 
the Chief Goods Clerk, Secunderabad on 24th March 1974. 
TI1e oil tank wa~ placed in position at 1.1.00 hours (24th March 
197 4) for loading. A R a-ilway Receipt was issued in favour of 
'A' accoun• 'B' indicating 199 quintals of castor oil having been 

S/ 23 C&AG '82-9. 
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booked E x. Secunderabad to Saheb Bazar. The said tank wagon 
was despatched on 25!h March 1974 from Secunderabad without 
dip measurements being taken nor was it marked for weighment 
enroute. It reached Chitpur Yard on 8th April 1974 enroute 
to destination viz. Sa·heb Bazar with the top man-hole seal in tact, 
but the lower discharge valve seal missing and the wagon was 
found empty. The Eastern R ailway Administration, on receipt 
of a claim notice for compensation from the consignee, Firm 'B' 
for Rs. 1, 19,970 for non-delivery of the contents of tank wagon, 
suspecting a foul play at tbe booking end . requested South 
Central R ailway Administration to substantiate the facts 
leading to the correct delivery of the consignment at destination. 
Consequent on this, an investigation was car ried out by Railway 
Administration which revealed that a fraud had been committed 
by the booking staff of the goods shed at Secunderabad who 
were allegedly responsible for the issue of rai lway receipt, 
falsification of railway loading records etc. Wh ile the loading of 
the wagon had been shown as completed at 15.30 hours as per 
railways' records, 57 harrels of oil out of 10 1 to be loaded were 
moved from Firm B's god own only after 15 .00 hours of the 
same day as per records maintained for the purpose of Excise 
payments. T he two clerks who were found guilty were placed 
under suspension and discipEmrry proceed ings under Discipline 
and Appeal Rules ~ere initiated but -;ubsequently they wore 
exonerated as the charges against them could not be proved. 

As the claim was not settled, Firm 'B' (the plainti ffs) <iled a 
suit in the H yderabad City Civil Court against Union of fndia 
for recovery of a sum of Rs. 1,39,298.75 and the suit wn-; cu11-
tested by the South Central Railway. 

The main defence of the Railways was that no cons1gnmt!Ill 
was entrusted by the plaintiffs and that they had fraudulently 
obtained the rai lway receipt without tendering any castor oil 
at booking station, Secunderaba'd and as s11ch . R ailway Adminis
tration was not liable to pay any compensation for the alleged 
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non-delivery of goods. The suit w.as contested by the R~11Jways, 

but it was Jost on account of the evidence tendered try the same 
booking clerks as defence witnesses, stating that the plainti ffs 
brought the consignment to station premises and had loaded the 
tank wagon. But th.is was contrary to the recorded statememg 
made by the above clerks in the presence of Chief Claims Olliccr 
earlier. Thus, the Railway Administration was let down by its 
own clerks and the Court ordered and dec..:1\::ed that Railway 
Administration should pay to the plaintiffs compensation for n.on
delivery with costs. The Railway Administration paid an amou nt 
of Rs. 1,75,834 to satisfy the Court decree. 

J;'he Administration stated (August 1982) that the allotment 
of wagon/issue of Railway Receipt on 'On Account' basi<> was 
done as per the practice in vogue and the same mis been stopped. 
Further action again st staff for having given contradictory evi
dence is under consideration. 

The following points, however, deserve mention m this 
context 

( i) A tank wagon was allotted to a party who hnd not 
registered his demand by paying the requisite 
deposit, contrary to rules. 

( ii) F alsification of the railway records showing th'.lt the 
wagon was loaded and sealed at 15.30 hours 
vis-a-vis party's records which showed thn:t the 
contents were removed from th;:: fa ctory premise.'> 
later. 

(iii) Disciplimrry action on staff who deposed initi ally 
before the departmental office.rs and later contra
dicted the same in their self interest as defence wit
nesses in the Court is yet to he taken (November 
1982). 

( iv) Rules and Regulations in booking consignments have 
not been followed in that there was failure to t&kc 
dip mcasm ements after the wagon was loaded. 
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(v) F ailure to weigh the wagons at the station beforr
despatch or mark the same for weighment enroute. 

31. South Central Railway- Loss due to payment of compensa-. 
tion arising out of wrong delivery effected by Calcutta Port 
Commissioner Rai1way 

Commercial transactions on the Ind ian R a ilways-Govern
ment itnd Non-Government are governed by the rules made by 
the Indian R ailway Conference Association (IR CA) under the 
Indian Rai lways Act, 1890. Jn accordance with these rules, 
goods c.onsigned to SELF may be delivered without production 
o( Railway r eceipt only after production of two stamped l ndem
nity Notes, one executed by the person claiming the consign
ment a:nd the other signed by the sender and countersigned by 
the Station Master of the forwarding station . D elivery of goods 
consigned to SELF against general indemnity bond is prohibi ted. 

Two sugar companies 'X' and 'Y' had consigned to 'SELF ' 
two wagon loads of sugar each consisting of 230 bags Ex. 
Tanuku and Vijayawada to Kantapulrur * in August and Septem
ber 1968 res{Y'...ctively. Both the consignments were handed over 
by the South Central Rai lway to the South E astern Railway and 
by the latter to the Calcutta Port Commissioner (CPC ) Railway 
in the same m onths. T hese consignm ents were delivered by the 
C PC Rai lway to firm ' A' without coJJection of freight and rai lway 
receipt against a general indemni ty bond in August and 
Septemb~r 1968. As the firm 'A ' failed to retire the docu ments 
by payment the banks with whom the consignors had negotiated 
the Railway R eceipts for realisat ion of payment towards cost <md 
freight, returned the documents to the consignors 'X ' and 'Y ' 
who thereupon preferred claims in November 1968 against 
South Central and South Eastern Railways. No action was taken 
immediately by the South Central Railway to refer the matter 
to other concerned Rai lways, South E astern a'nd CPC Railways. 
for jnvestigation of the claim and recovery of the value of _goods 
cl aimed . 

~A goods booking station on the CPC Railway. 

\ 

.. 
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Due to non-settlement of the claims, the consignor<; inst ituted 
law suits in Februa~y and April 1971. The South Cent ral Rail
way referred the matter thereafter (December 1971 ) to South 
Eastern and CPC Railways and contested the cases on the advice 
of the South Eastern R ailway and in its petition, im pleadcd both 
firm 'A' and CPC R ailway as respo ndents , even though its p rimary 
object ive was to have a de~ree passed against fi rm 'A' who had 
.taken wrong delivery of the consignments. 

The CPC Railway in the first case, filed a co unter i.;on tentli1Jg 
th.a t, under the Major P ort Trust Act (Calcutta Port T rust Act) 

-any action against it wa-s time barred afte r a period 
of 3 months from the date o f cause of action. rt did not arrange 
a ttendance of witness to give evidence in spit.e of rcquc-; t from 
the South Central Railway defending the case in the court. 

Separately, the CPC Railway filed suits, ( numbers 42 and 46 
of 1971) in the Court of SUb J udge Alipore, Calcutta against 
firm 'A' for recovery of the value of the consignment delivered to 
them ; but it did not make payment of full court fee. 

fn the mtiant ime, in the original suit filed by firm ' Y ' in the 
Court o f fast additional sub Court Vijayawada , (April 197 1) 
against South Central and South E astern Railways and 11 ;o firm
'A' for the recovery of Rs. 85.794.54, the Director of Fi1m ' ' 
admitted the receipt of goods but pleaded that h is accou:·ts with 
firm 'Y' arc yet to be set!led . 

Both the court cases were decided a'gainst the R nilwayr 
( 1974 and 1978) and the South Central Railway Adminic;tratior 
had to satisfy the decree involving an expenditure of R~ 2.0( 
lakhs including legal expenses. 

Even though the claims ;:i,rose as a resul t of the C PC R ailwa: 
effecting delivery without obtaining ra ilway receipts o r the p res 
c ribed indemnity bonds. it d isclaimed anv liability. The Soutl= 
:Central Ra ilway Administration referred the cas:!s in D.x:cm be 
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1975 / September 1978 to the Arbitration Committee of JRCA and 
the Committee held (November 1976/Scptember 1979) the 
CPC Railway responsible for both the cl;:illns. However, the 
CPC Railway had not accepted jts liability for R s. 2.06 Jakhs 
(June 1982). 

The Ministry of Railways (Railway Board ) explajned (Novem
ber 1982) that the main fault la.y with the Calcutta Port Trust 
A uth0ri ties. The arbitration award was in favour of Railway:-. 
and the Ministry of Law had also held that th~ Calcutta Port 
Trust must own the liability for the loss and the possibility of 

recovering the amount from the amounts payable to the Calcutta 
Pmt Commissioner Railway by Eastern/ South Eastern Railway 
w :.ii: being explored . 

'Ihc followiog comments arist> jn this case : 

(i) The CPC Railway failed to observe the Tariff Rules 
in regard to granting delivery of consignments. The 
consignments booked to 'SELF' were irregularly 
delivered on General Indemnity Bonds instead of 
specific Indemnity Bonds subject to completion of 
all formalities ;is prescribed in the mies. No action 
has been taken against defaulting staff. 

(i i) The South Central Railway failed to initiate action 
immeiliately on receipt of the claims in November 
1968 to refer the case to other concerned Ra.i!ways 
for investigation and started pursuing the matter only 
after the suit was filed by the consignee in December 
1971. Due to this delay. the CPC R ailway Adminis
tration became aware of the wrong del ive ry effected 
by its staff only in 1972 and initiated proceedings for 
recovery from the consignee. 

( iii) Though the CPC, South Centrr1l and South Eastem 
Railways were members of the TRCA and bound by 

c: 
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the provisions of Indian Railways Act 1890 in com
mercial matters, legal action against firm 'A' for re
covery of the value of consignments wrongly deliver
ed to them was not coordinated : (a) the South 
Central Railway filed petition impleading CPC Rail
way also as a respondent alo ng with firm 'A' for re
covery of the goods which led to the CPC Railway 
filing a counter contending the claim against it as time 
baJred in the Court; (b) the CPC Railway failed Lo 
:arran ge attendance of witness to give evidence and in 
the suits filed by it, separately against fi rm ·A' failed 
to make payment of full court fee. 

( 1v ) Despite the admission of the receipt ot gcoos by 
firm 'A' through its Director, no action has 
been taken to recover the cost thereof from this 
party. 

( v) Even when the Traffic Arbitration Committee (a 
central regulatory body for inter-railway transactions ) 
of the IRCA gave awards (November 1976; Septem
ber, 1979) , the CPC R ailway did not honour its 
award (June 1982) to accept the liability 0f R s. 2.06 
lakhs. 

32. So11 thcrn Railway- Loss of earnings due to 11011-rationalisa
ti.on of traffic moved by a longer route 

The lndian Railways Act 1890, and the rules made there
under, were amended in December 1974 to provide that the 
goods offered could be carried and freight charged by a longer 
route {irrespective of the existence of alternative cheaper route) 
provided a general order to that effect had been issued by the 
Ministry of Railways (Railway Board) . Under these provisions 
of the rules ibid, the M inistry of R ailways (Railway Board) had 
been issuing general o rders bringing certa in Str!-ams of trafric 
under the R ationalisation scheme of tr.aftic. In February 1976 
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the Ministry of Railways (R ai lway Board) h.ad further directed 
all the zonal Railways to advise it of the streams of traffic being 
rou ted by a longer route as a regu lar measure to enable all such 
routes to be specified in a general order to be issued by th~ 

Ministry, enabling levy of freight by the route by wh:ch che 
traffic is actually carried. A review by Audit has, however, re
vealed that on Southern Railway, full benefits of the .above re-
ferred amendment of the Indian Railways Act 1890 bavi: still 
not been realised and that sti ll certain streams of tra'flic which 
could have been brought under the rationalisation scheme were 
either not covered at all or were brought belatedly re.m!ting in 
substantial loss of earnings as detailed below : 

1. Routing of coal traffic to stations soucfi of T iruc/1c/iirappalli 

The Ministry of Railways (R,aiJway Board) through a general 
order effective from 1st April 1975 notified that traftic in coal 
from Bengal(Bihar and Talcber coal fields to stations south of 
Tiruchchirappalli moved via Korukkupc t should be routed via 
TiruchchirnppaUi and that the freight be charged by the carried 
route. T his route is longer than the route via Korukkupet by 
135 km. During 1980-81 <!nd 1981-82, over 2 lakh tonnes of 
coal were received by this route at certain station south of 
T iruchchirappalli from Singareni collieries. Similarly CO!ll is 
being roccived trom Western coal fields also. This coal was, 
however , charged at the cheaper freight rates (applicable via 
KoruK:kupet) on the plea that the notificati0n mentioned above 
applied only to coal received from BengaljBihar and Talcher 
coal fields. Considering th:rt all coal from Singareni fields to the 
south is received by the same route, namely Gudur-Madras of 
Southern Railway as coal from BengaljBihar ffakher is received 
and that this is a regular stream of t raffic constituting the 
overwhelming bulk of all coat received by rail, there was no 
justific.ation for excluding cool received either from the Singaren.i 
collieries or from other coll ieries other than 13engal/Bihar f 
T alcher. from the purview of the notification . The toss to the 
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Administration by the exclusion of coal from Singru:eci and 
Western coal fields from the Notification works out to Rs. 18.08 
lak.hs for the period f:rom 1st April 1980 to 31st March 1982. 

2. Routing of traffic to stations via Virudlumagar 

For Goods traffic booked to Virudhunagar and sbtions 
beyond, the shortest route south of Ti ruchch irapp;dl• i.; via 
D indigul and Madurai. H owever, with the openin1; of the 
Virudhunagar-Manamadurai section (May 1964 ), hul k >f the 
traffic had been moving along Lhe Tiruchchi rapp.:: lli-1<1nikudi
Manamadu ra i section involving an additional :13ulagc '"r 20 km 
on consideration of easier gradients enabling trains to be run 
with better through put and the shorter route via Dind1gul being 
saturated . The Southern Railway Administration, therefore, pro
posed, in May 1976, to the Railway Board to notify the above 
route under the provisions ibid to enable it to recover fr1:ight 
for this extra distance. The l'.finistry of Railways ( Railway 
Board) did not then include this section in their ~era \ ordcc 
of rationalisation. In February 1981 , however, on consideration 
of financial stringency and need to augment revenues, a 
notification (operative fr<?m lst February 198 1) was issued 
rationalising this stremn of traffic enabling the char~ng 

of traffic by the longer route. It may be mentioned in tbio con
nection that in none of the years between I 976 to 1981. the 
financial posi tion of Southern Railway was better wi th the operat
ing ratio ranging between 109.7 to 123.2. The financial imTJlica
tion of this delayed decision (from June 1976 and J anuary 198 1) 
is of the o rder of Rs. 45.10 lakhs. 

Further, even after the issue of instru~tions to rationalise the 
section effective from l s! February 1981 , there was n. delay in 
no tifying it by some of the Divisio ns (M~durai , M ysore and 
Ti.ruchchirapp~lli notified it on 8th April 1981 , 10th March 198 1 
and 17th March 198 1 respectively ) . This delav has rc~ulted 

in further loss of earnings of Rs. 2.5 1 la-khs. 
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The following comm•..: nls aii se in this case : 

(i) The coal traffic to Southern Railway clcst inations 
beyond Tiruchchirappalli were rationa lised from 197 5 
to be moved through the IO'llger route-Madras-Erode · 
Tiruchchirappalli instead of by the 5horter route 
Madras (Korukkupet ) - Tiruchchirap!)alli; yet regular 
~tream of coal traffic mewing from Singareni ;rnd 
Western coal fields to Southern Rai lwny destinations 
r.hrough the same longer route are still nut b::'.ng 
cllarge<l by the carried route resulting in loss of 
earnings of Rs. 18.08 lakhs for two yc.irs 1980-8 1 
and 1981-82. 

( ii) Despite the enabling provision fo llowing the .amend
ment in December 1974 to the lndian Railways Act , 
1890 and Southern Railway Administration having 
bw nght to notice of the Ministry of R:iilways (R ail
way Board) in May 1976 that regular sire.ams of 
traffic were being carried by the longer Tiruchchirap
palli-Manamadurai-Virudhunagar route, the t-.Iinistry 
of Railways (Ra·ilway Board ) delayed rationalisation 
of this longer route for over 4 years resulting in loss 
of earnings of Rs . 45. 10 lakhs. 

(ii i) Even after rationalisation of the above longer route 
from February 1981, there was further delay in its 
implementatiO'll by Southern Railway Administration 
by issue of requisite instructions to the stations. 

33. S.~hern Railway-Und~rcharges due to non-obscl'vancc of 
prescribed weight condition 

Goods Tariff Rules provide that liquids carried in a tank 
wagon should be charged on the carrying capacity (CC) (in 
weight) ma'rked on the wagon. 

.. 
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In November 1976 and September 1977 during the inspection 
of Ernakulam Good!! and Kalamasseri stations, it was pointed 
out by Audit that the above rule was not observed in respect of 
inward consignments of 'Rice bran oil' (vegetable oil) and 
'Benzene' with the result that these commodities were being 
ehatged for less than the notified CC of the tank wagons used 
resulting in undercharges of Rs. I Jl.88 in respect of Rice bran 
oil and Rs. 1,033 in respect of Benzene. 

The Railway Administration thereupon arranged for a review 
of all booking of Rice bran oil received at Ernakulam G oods 
from J ~t April 1971 and assessed (August 1979) total under
charge~ of R s. 97,937 and raised a debit for them in August 
J 979 a!!ainst the station. Despite this, further undercharges 
amounting to Rs. J 3,467 were noticed at this station, increasing 
the tota1 amount due to be realised to R s. 1, 11 ,404. Similar 
review was also conducted by the Admini-tration (Decembe1 
1978) in respect of 'Benzene oil' received at Kalamasseri a1KI 
the R ailway Administration assessed the total undercharges of 
Rs. 1 J 7 lakhs for the period from 1975 to 1978 rthis included 
undercharges in respect of tank wagons consigned to another 
sration ( Mettur dam) alsol In case of Benzene, prepayment 
of freight is compulsory and where undercharges were noticed 
at the destination station, rules prescribe that forwarding statioA 
should be held responsible for its collection. The Railway 
Administration (December 1978) , therefore, raised debits of 
R s. 1. 17 lakhs against the South Eastern Ra ilway (book ing 
R ailway) for raising debits against forward ing stations (Bhilai, 
R 0urkcla and Tatanagar) in this case. 

The above undercharges (Rs. 2.28 lft'khs) have not been 
realised so far (June 1982) . 

The following points need consideration in this case : 

(i) Although the irregularity (about Rice bran oil) was 
pointed out by Audit as early as in November 1976· 
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and the Administration was requested to conduct the 
review of past cases from 1st April 1971, the 
Administration took a period of 2-3 years to finalise 
the same. Even after cevie\v was completed and 
undercharges of Rs. 97,937 assessed by Administra
tion (August 1979), the irregularity persisted and 
the amount of undercharges increased to Rs. 1.11 
lirkhs. 

(ii) Although the Administration raised debits amounting 
to Rs . 97,937 in August 1979, against the station, 
these are yet (June 1982) to be realised. 

( iii) South Eastern Railway failed to realise undercharges 
amounting to Rs. 1.17 lakm pointed out by Southern 
Railway. 

( iv) The Commercial and the Accounts lnspe<:tors and 
the Accounts Office Staff of the South Eastern 
Railway could not detect the irregularities in boo king 
conunitted by the station staff. 

(v) Staff responsibility for the fail~tres i/>id. arc yet to be 
find. 



CHAPTER V 

OTHER TOPICS OF INTEREST 

34. Scu:h.•rn Railway- Manufacture of clevis to ob:;olcte design 

The m iginal d<>..sign of clevis, a component of transition centre 
buffer coupler for wagons, was superseded (1967) by that of a 
firm 'A' to overcome compatibility and maintenance probkms. 
Rcilcrati:.g their eadier instructi ons that onJy clevis of modified 
design should be procured from the three firms (including 
firm 'A') licensed to manufacture this patented item, the Ministry 
of Railways (Railway Board) directed (March 1972) the 
R ailways 1o discontinue manufacture of clevis of obsolete design 
in their workshops and also to ensure that with effect from 
June/ August 1972 no wagon was turned out of workshops/sheds/ 
sick line~ after periodical overhaul/running repairs without the 
new transition gear components being properly fitted. 

HO»\ n Lr, disregarding the above directives the Southern 
R ailway A dministration placed (November 1974- November 
1975 ) repeated orders for manufacture of 3,300 clevises of the 
obso1Uc des ign on its Loco Works, Peramb ur. O ut of 3, 105 
clevises turned out of the shop at a cost of R s. 3.19 lakhs imd 
received 1'1 the stores depot by April 1976, only 1.877 had been 
issued up to December 1978 and the balance (1 ,228 ) on a single 
day-20th F ebruary 1980 more than a year after the matter had 
been po.ntcd out by Audit. This apart, 300 clevises reported to 
have been issued earlier were found (Febrnary 1980) lying 
unused outside the shop. 

The Railway Administration stated (August 1982) that : 

(a) Shop manufacture was undert a·ken as supplies due 
from licensed manufacturers were not forthcoming as 

133 
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p er delivery dates stipulated in the purchase orders, 
~ ~ 

(b) the clevises manufactured to the old design were 
usable after minor modifications and had all been 
issued and mostly utilised. 

f he following points, however, deserve to be mentioned : 

( i) In view of the Railway Board's specific directive 
(March 1972) for dis-continuance of the manufac
ture of clevises of old design and exclusive use 
of clevises of modified design, undertaking 
manufacture on repeated orders (November 1974-
November 1975) of the item to obsolete design 
involving an expenditure of Rs. 3.19 lakhs was not 
warranted. The Railwlfy Administration'g contention 
that default in supply by the licensed firms against 
its orders of February 1973 for clevises of modified 
design necessitated shop manufacture would appear 
untenable as the shortfall was maorginal and could 
not have warranted the large scale manufacture under
taken by Railway Administration. The Railway 
Administra1ion had not also informed the Railway 
Board of the non-supply of clevis by the firm!. , ud 
the need to undertake shop manufacture. The work
shops, though aware of the modifications to the design 
did not question the order placed on them by the 
Stores department but continued to accept and 
manufacture clevis to old design in a routine manner. 

(ii) The tact that the Southern Railway had placed 
(March 1978- November l 979) indents on the 
Railway Board for proc11rement of 17,981 clevises 
to new design besides its direct orders (June 1978/ 
October 1979) for 3,200 numberc:; on the trade. 
when the shop manufactured clevises of obsolete 
design were lying in Stores would in itself suggest 

... 
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that the later was considered unsuitable for use even 
after modification. In fact, the Railway BoaTd, when 
apprised of the Administration's proposal to modify 
the shop manufactured clevises to suit the new design, 
advised (1974) that clevises as modified bad not 
been recommended by Research, Designs and 
StandaTds Organisation (RDSO) for use on wagons. 

(iii) The Railway Administration's c1aim that the shop 
manufactured clevises had been utilised is not 
susceptible of verification in audit in the absence of 
any detaiIS being mirde available to indicate thoir 
fitment on wagons, besides their likely mix-up with 
those received from the trade over the years. The 
use of the clevises of obsolete design, if at all made, 
is fraught with operational hazards arising from falling 
ofi of the component during the run, which were 
sought to be prevented through the use of clevises 
of modified design. 

35. Chittaranjan L acomotive Works-Sale of Galvanising PJw t 

A Galvanising Plant with a capacity of 600 tonnes per month 
was set up at Cbittaranjan Locomotive Works (CLW) in May 
1959 at a cost of Rs. 14.58 lakhs for ga'lvanisation of steel masts, 
structurals, etc. required for Railway Electrification Projects. 
It was closed down in June 1975 for lack of adequate work lo'.ld. 
In January 1976 with the approval of Railwgy Board it was 
decided to sell the plant as a single unit by auction or th:-ough 
tender. 

A Survey Committee constituted in terms of extant rules for 
recommending sale of the Rlant in its report dated 5th April 
1976 mentioned 32 ite.ms of the plant to be disposed but did 
not indicate the rate and value at which the plant should be 
held in the books. The 32 items of the plant in working condition 
listed by the committee included fuel tanks, galvanising baths, 
flux tank, furnaces, acid tanks, EOT crane, hydraulic pre~s 

(1 on tonne) , etc. and 106.1 tonnes of zinc. 
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A Supplementary Survey Committee was, therefore, constituted 
and this committee indicated (January 1977) the aggregate book 
vafoe and approximate present value of the plant as Rs. 18.88 
lakhs and Rs. 19.74 lakhs respectively. In aniving at the value 
the survey committee had reckoned the serviceable steel sections 
at Rs. 1,000 per tonne and scrap steel at Rs. 700 per tonne. 
The zinc ( 106.10 tonnes) in the galvanising plant was valued at 
R s. 15.95 lakhs. 

ln an C).timate prepared (not sanctioned) for scrapping and 
dismantlement or the plant the sale value of the plant was, 
however, worked out as Rs. 5.43 lakhs by the Finance department _. 
tak.int: the value of zinc as Rs. 1.59 lakhs only. There was gross 

.... 
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undcr-eshmat ion of value ( reserve price) as explained later. ~ 

Op1..n •rndcrs were invited for the sale and removal of th~ 

plant and the tenders were opened in September 1977. l n all, 
five firms submitted quotations, which were invalid nevertheless. 

The tender committee reassessed the sale value of the plant 
taking into account the prevailing market price of z;nc dross 
at Rs. 1 C 95 per kg available at Calcutta market. The net 
effective sale value of zinc after deduction of charges for 
dismantling, transporting and loss in dismantling etc. at about 
Re;. 2 per k.g., was taken at Rs. 8.85 per k.g. Accordingly, it 
was assessed that 106.10 M.T. of zinc dross should normally 
fetch a: sale value of about Rs. 9.39 lakhs as against the estimated 
value of R~. 1.59 Iakhs and the total esiimated value of the plant 
would w0-l· out to R s. l 3.22 lakhs approximately as against the 
estimated value of Rs. 5 .43 lakhs. The tender committee felt 
that a'lthough F irm 'A ' had not deposited any earnest money, 
jn \'ic, 0f the price offered by them viz. Rs. 12.01 lakhs being 
slightly Jes~ than the estimated value of Rs. 13.22 lakhs worked 
out by the committee, negotiations might be held with all the 
five firms who had quoted against their tender. 

Two rounds of negotiations proving to be futile, the tender 
committee recommended (January 1978) sale of the Plant to 
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hr:n:i 'A' ( the J1ighest bidder) at the price of Rs. 12.01 lakhs 
eve~ though the firm had not deposited the earnest money. 

The sale order was issued in May 1978. The estimate for 
scrapping and abandonment of asset had not, however, been 
revised and sanctioned. ) d 

The materials delivered to firm 'A' during the period June 
1978 to December 1978 were ferrous scrap including iron and 
stccl-533.8 tonnes, fire bricks and miscellaneous items-I 22.8 

~ tonnes, zinc-106.9 tonnes, and zinc ash-3.00 tonnes. 

~ Thus, the Plant which was in working condit ion and wws to 
be sold as one unit was sold as scrap at Rs. 12.01 Iakhs inc1usiYe 
of value of zinc metal. 

The average price of ferrous scrap in Calcutta region during 
Janmrry 1978, April 1978, May 1978. J.une 1978 and July 1978 
was respectively R s. 675. R s. 700, R s. 825 and R s. I ,000 per 
tonne and the rising trend continued further in 1978 and 1979. 
The cost of 533.78 tonnes of scrap at the rate obta ining in 
May 1978 worked out to Rs. 4.40 lakhs (approximately). The 
conten t<> of the galvanising baths was treated as zinc dross 
(95.6 per cent zinc). Even at the ra~e of R s. 10.85 per k.g. 
ai;scsscd by the tender committee lhe value of zinc works out to 
Rs. 11 5 lak.hs and the total value to Rs. 15.90 lakhs excluding 
the value of other items (such as fire bricks, etc.) . Tt may be 
mentioned that while the tender committee a llowed Rs. 2.14 
Jakhs towards dismantling, transport etc. , one of the tenderers 
had charged only Rs. 0.50 lakh on this account. 

While on the one ha nd the tender commiltce did not take 
into account the rising price of steel scrap in arriving at the value 
of Rs. 13.22 Jakhs, on the other hand they reduced the value 
of even zinc as dross o n account of excessive dismantling cha'rges. 
The under-estimation of the sale value of plant by the F inance 
department and the tender committee and the sa le of the Plant 

S / 23 C'&AG/ 82-10. 
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at Rs. 12.01 lakhs against the rea'lisable value of R s. 15.90 lakhs 
(even at scrap value) would appear to have resulted in loss of 
R s. 3.89 lakhs to the CLW Administrat_ion. 

In course of delivery of the material, a sediment layer of 
21.2 tonnes of zinc was found in the flux tank. Approximately 
15 tonnes of z inc asb and zinc slag was also found deposited in 
the roof girder and G.I. corrugMed sheet and on the top of the 
solidified zinc. Io addition, the tanks contained oil. Neither 
tbe survey committee Report of April 1976, nor the one in 
January 1977, had mentioned the existence of zinc in the flux 
tank or zinc ash (75 per cent zinc) and slag. 

The Accounts Stock Verifier while witnessing the sale of the 
plant, objected to the delh~ry of zinc in the flux tank, zinc ash 
and zinc slag ll'S these were not inchided in the schedule to the 
sale order. 

The purchaser, however, issued a lawyer's notice claiming 
the entire quantity of solidified zinc in the flux tank and the 
zinc ash and slag, as the sale had been on 'as is where is basis' . 
Subsequently, the purchaser agreed to reduce hi.'> claim to removal 
of solidified zinc to the extent of 106.90 tonnes and 3 tonnes of 
zinc ash. 

The quantity of 21.2 tonnes of zinc, 15 tonnes of zinc ash 
and slag found by Stock Verifier ~ the time of delivery has not 
been taken into account in the books cf CLW so far (October 
1982). The CLW Administration stated (July 1982) , "The 
entire available zinc after delivery of the sold quantity as per 
sale contract has been kept in sealed godown. The mmter is 
yet to be finalised". 

In February 1979, it was noted by another Survey Committee 
tha1 4 tonnes of zinc, 10 tonnes of zinc slag and 16 tonnes of 
zinc ash were lying in CLW shops as residual balance after com
pletion of delivery of galvanising plant. 
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T he following points deserve mentions in this case 

(I) An estimate for scrapping and abandonment of the 
asset is yet to be sancti oned (October 1982). 

(2) A quantity of 2 1.2 tonnes of zinc (value 
Rs-. 2.29 lakhs) and 15 tonnes zinc ash and 7inc 
slag in the flux tan k was not taken into account by 
the Survey Committees in assessing the total quantity 
of zinc. These were not also taken into acco unt 
in the books of CL W . 

(3) Though the supplementary survey committee had in
dicated the value as R s. 19.74 Jakhs, there was 

under-estimation of the reserve price on account of 
incorrect estimation by the Finance department and 
tender committee. 

(4) The value of the plant even on the basis of si...-rap 
price was Rs. 15.90 Iakhs whereas the price accepted 
was Rs. 12.01 lakhs, resulting in loss of Rs. 3.89 
lakhs. The actual loss involved was far greater a~ 
the plant was in working condition and sold as a 
single unit. 

The paragraph was issued to CLW Administration in August 
1982 ; its reply is awaited (November 1982). 

36. Northem Railway-Provision of track circuiting at Naini 
Station 

Under the extant orders (July 1966 and June 1967) of the 
Ministry of Railways (Railway Board), run through lines at way 
side stations which tak:e fast and dense traffic, require to be 
track circuited on priority basis from fouling mark to fouling 
mark. 

Contrary to the above directive, track circuiting at Naini 
Station, on Delhi-Calcutta R ajdhani route, was carried out 
(February 1968) by th e R ailway Administration from fouling . 
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mark: t(• s tarter signal , leaving a portion of tbe track uncircuited 
bct«vccn the starte r crnd the advance starter signals on the Up lint' 
and fre m Loekbar to fouling mark on the D own li ne. As a 
result. passage o f a train beyond the starter would neither bring 
the ~tarter signal to the red aspect automatically nor any indication 
of train stalled short of the advance starter would be <rvailable 
to the A ·~ i stant Sta tion Maste r o r switchman except by visibi lity. 

On 19th November 19 75 an accident occurred at N aini Sta
tion o n the unci rcu ited portion of the track. At tributing the 
cause <'f the accident to overlapp ing of occupation of the signal 
under the existing signalling arrangements at Naini station, the 
Accident E nquiry Committee (AEC) recommended (November 
J 975) complete t rack c ircuiting of the uncircui tcd port ion or the 
automatic signalLing section of both Up and Down lines. Accord 
ingly. the Railway Board sa-nctioned (April 1976) track circuiting 
of the left out po rtion as an 'out of tum' work (estimated cost ~ 

Rs. 9 .0 2 lakhs) to be ta~n up during 1976-77 itse lf. However, 
the formal ities leacling to sanction of the estim ate were completed 
by the Railway Administratio n as late as in January 1977 ; yet 
the wo rk was not taken up till after the incidence of another 
ma jor accident on 10th October 1977 wllen 103 AC Deluxe 
E xpress collided with a goods t rain stalled between the starter 
11 nd the advance starter signals at th e. same location where the 
earlier :i.:cident had occurred , involving Joss of R s . 74. 14 lakhs. 
by way of damages to railway track, roJling stock: etc., besides 
compensation payments of Rs. 22.10 lakhs to the victims of 
the accident. The t rack c ircuit ing of the left out portion was 
comp1ctcd a nd commiS6ioned on 31st October 1977 i .'J. within 
three weeks of the latter accident. 

Further, out of 1.22 kms. to be track circuited as per recom
mendatio n o f the AEC, a portion (0.9 km) was renewed in Feb
ruary 1976 wi th steel trough sleepers instead of wooden or 
prestressed re inforced concrete. sleepers (PRC), a m ust for track 
circuiting. 111e track circuiting of the section with PRC sleepers 
later in October 1977 necessitated d ismantling of the t rack rene-
1vcd about l ·1 yea rs ago, involving additional expenditure of 
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Rs. 3.92 lak.hs which could have been avoided had tht: r.:ncwal 
work been properly planned keeping in view the recommenda
t ion (1975) of the ~C. 

The Railway Administration stated (June 1982) : 

(i) Track circuiting between foulin g mark to starter signal 
was clone (February 1968) in accordance \~ 1 th the 
sanctioned scope of the work, 

( ii) Replacement of sleepers, screen ing of baMast etc. 
involved in track circuiting work hieing not perrnis
sible in summer and rainy seasons, the work could 
be taken up only in October 1 '77, and 

(i ii) As it is not a normal practice to modify, postpone 
sanctioned works before considel'ation and accep
tance of the recommendation of the A EC the ~!t.:cpcr 
renewal was completed in February l 976. 

The followi ng points. however, deserve to be mentioned. 

( i) Track circuiting provided (February 1968 ) at Nair.i 
station in two separate stretches leaving a portion of 
the track unoircuited in between constituted a de
parture from the R ailway 13oard'5 direct iv::: (Jun@ 
1967) envisaging such work from fou ling mark to 
fouling mark. Though after the accident of 
November 1975 track circuiting of the left out 
portion was recommended (November 197 ~ by the 
AEC and sanctioned (April 1976 ) by the Railway 
Board as an 'out of turn ' work , the Railw::ry 
Adm inistration took more than nine months for 
preparation and sanction r January 197 7) o f 
the estimate for the work and deferred ib ~xccu
tion for another ten months till the occurrt:ncc of 
the ne>-i't major accident ( 10th October 1977) on 
the ground that such work was not permi-;,.iblc.: in 
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summ er and rainy seasons. Even after belated fi nal i
sation of the estimate th ere was, however, ample time 
for completing the work well before onset of summer 
and monsoon, as its actual execution rcquire<l just 
three weeks after October 1977 accident. 

(ii) Jn the context of AEC's recommendation (November 
J 975) for track circui ting of the entire left out sec
tion ( I .22 kms) renewal (February 1976) of only a 
portion thereof (0.9 km) with steel trough sleepers 
would ind icate lack of proper planning, especially 
when the Railway Administration in November 1975 
itself had contemplated track circuiting of the seer 
lion, for which use of wooden or prcstressed rein
forced conc1-ete sleepers is a must. 

3 7. Southern Railwa)"-P rovision of tclcphon.e communication 
facilities in a train 

Jri July 1970 the Southern Railway proposed insta llation of 
a tckphon ~ commun ication system (estimated cost : R s. 4.78 
lakh~) o n the Brindavan Express, running between Madras and 
Bangak,rc. to serve as a lin k between the Driver , Guard and 
Control Office on one hand and as a facility tn the travell ing 
passcn!!crs for contacting the telephone subscribers at Madras 
and Bangalore on the other. The proposal was not cleared by 
the MjrJst ry of R ailways (Railway Board) who, however, d irected 
(Octol-·e r 1970) the Adm inistration to conduct trials in conjunc
tion wit h Research . D esigns and Standards Organisat ion "befo re.' 
coming up to the Board for approval of the work" . 

As the trials conducted till 1974 were sucee~sful according 
to the. A dm inistration, the work of providing Very H igh Fre
quency <VHF) communication in the train was taken up duriag 
1975-76 without obtaining specific approval of the R a ilwey Board 
as required under the extant rules for introduction of new facil i
ties for the t ravelling public, nor was the financial implicatiorr 
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..- of the work assessed till December 1977. The work (revised 
cost: Rs. 6.34 lakhs) involved minor modifications to four first 
class coaches for accommodating VHF equipments, modification 
to internal wiring in four other nominated coaches ::ncl installa
tion <'! ni ne fixed rndiating stations at selected locations cnroutc. 

ln actual working, many drawbacks were noticed in the 
system and the design of the VHF sets procured ( 1973) was 
reporteil to be obsolete by the Signal Engineer and consequent 
non-ava ilability or spares. Microwave channels at certain stret
ches were also not a'Vailable. A s a result, the faciJity was kept 
suspended on several occasions and fina lly aba ndoned (August 
Hl81 ) in view of tbe additional capital investment involved in 
reactivating the system and its limited ut ilit y. Th.: equipments 
have, however, been decided to be maintained in good condition 
at mir rowave stations for use during emergencies . 

The Administration stated ( Augus t 1982) that the system 
had worked reasonably well and the question of discontinuing it 
came lip only subsequently due to various problems overcoming 
which required additional investme nt. 

Tt may, however, be ment ioned that u e of the communication 
facility was confined to occasional messa-ges regarding train 
occupation and catering only and never bec.ame operative for 
connecling travelling passengers with publ ic telephone systems 
at Madras-Bangalore or for inter communication between guard 
and the driver for which it was intended and according to the 
C hief Communication Engineer (June 1980) the system was a 
" total failure". 

Thus, the expenditure ot R s. 5.76 l.tkhs incurred on the 
communication facility <ts also its maintenance cost of Rs. 1.65 
lakhs (upto J une 1982) was rendered inf°ructuous ; besides non
matcrialisation of the earnings anticipate<f (December 1977) 
from the telephone calls by the passengers, as the system did not 
become operative at all . 
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38. North Ea tern Railway-Loss due to he~wy !.>hortag'--:. iu ---< 
receipt and accountal of hard coke in Railway workshops 

According to the extant instructions of Railway Board transit 
loss, in respect of coal including coke for Railway's own use, 
permissible is 1.5 per cent and where transit losses ace he~y 
end recurring railway may reweigh 5 per cent of the coal wagons 
in order to demarcate the areas where losses may be occurring 
and investigate these and fix responsibility for the losses besides 
taking remedial measures to minimise such losses. 

Wagons containing hard coke for workshops at Izatnagar 
and Gornkhpu r arc received after being lran hipped from BG 
to MG at Bareilly (for Izatnagar) and Garhara or Manduadih 
(for GorakhJ1ur* tiU August 1981) . The quantity received 
at the shape is required to be measured and the volumetric 
weight arrived at, duly witnessed by the staff of Security, 
Mechanical (Operating) and Commercial departments. The short
age of hard coke, if any, found as a result of comparison of 
the weight as recorded in railway receipt and as arrived at by 
me!fsurement is brought on the hard coke ledger. 

A review of the position of receipts and accountal of hard 
coke by Audit in three workshops of North - Eastern Railway 
revealed heavy shortages as under : 

r. Foundry Shop , / zatnagar 

The total quantity short received (during the period from 
1977 to March 1982) was 2101.1 tonnes (value R s. 9 .18 lakhs) 
or 61 per cent of the quantity to be receiYed . 

U. Signal Workshop, Gorakhpur Canto11me11t 

The total quantity short received (during the period Jmtuary 
1977 lo March 1982) was 1417.8 tonnes ( value Rs. 6.1 8 lakhs) 
or 64 per cent of the quantity to be received as per ra ilway rxcipt. 

•The metre gauge section. Garhara to Gorakhpur was con\'erted into 
broad gauge from September 1981. 
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111. Mechanical Workshop, Gorakhpur 

The tot~d quantity short received (during the period December 
1978 to MITTch 1982) was 4168.0 tonnes (value R s. 1tU6 lakhs ) 
or 43 per cent of the quantity to be received as per railway 
r eceipt. 

The total quantity of hard coke thus received short at h at
nagar and GorakJ1pur during this period (i.e. from 1977 to 
Mirrch 1982) was 7686.9 tonnes, valued at Rs. 3 .52 lakm 
a.nd the actual losses ranged from 43 to 64 per cent. 

The Railway Administration attributed this loss to the pccu
lia r conditions prevailing at the loading points* on Ea~lcrn 

Railway which do not permit loading of hard coke in covered 
wagons and also to pilferability of hard coke due to movement 
m open wagons. 

H owever, coal for steam locos i! being transported from 
Eastern Railway to various loco sbeds on the North Eastern 
Railway in similar manner in open wagon ; but the average 
transit losses rmiged between 3.5 to 4.1 per cent only during 
the years 1979-80 to 1981-82. 

111e followi ng lapses wero noticed in this case : 

( i) The shortages noticed, though heavy anc.I recurring, 
were advised in a routine manner to General Mana
ger (Operating Department) of the R ailway mid to 
the Eastern Railway authorities. 

(11) No action was also taken at any time during these 
years as provided in Railway Tariff rules, to reweigh 
a percentage of the wagons to demarcat the areas 
where losses due to the above shortages were occur
ring. 

* J. Durga pur Coke oven plant. 
'.!. Bharat Coking plant. Lodna. 
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(iii ) No action had been taken to investigate the shortages 
to pin point the same, ascertain the staff responsibility 
and devise remedial measures (December l 981). 

NEW DELIIl 

J 983 (B. MAITHREY AN) 

· 1904- Dep11ty Cornplrolfer (Ind Auditor 

Ge11ellli of Ind ia & 
A dditiu11a/ Deputy Co111ptro/ler and 

A 11ditor General of I ndia ( Railways) 

Countersigned 

fJ:.1~~~~ .JMt'~3~- (G IAN PRAKASH) 
-1904 Co111ptroller and Auditor General of Indio 
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SI. 
No. 

Name o f siding 

2 

ANNEXURE I 
(cf. Paragraph 3 18) 

Detentinns to wagons m sidings 

Pc;:riod 

3 

Number o f 
wagons 

4 

f, 

Extent of 
detention 

5 

I 

'~ 

Remarks/Reasons for 
detent ion 

6 
------------- ---· ---

I . Steel Authority of India Ltd . s iding 
Suranussi (N orthern Railway) 

2. Dada rpur T hermal Power Plant 
s iding, Tughlakabad (Northern Rail
way). 

January 1977 co 
May 1978 
1979-80 
1980-81 

3. Synthetic & Chemical Limited s iding, 1979-80 
Bhitaura (Northern Railway). 1980-81 

4. Bhagwa n Tndustries Limited siding, March 1978 t~ 
Aishbagh (North Eastern Railway). August 1979 

5. Sidings served by Ledo station 30-12-1980 to 
(Northeast Frontier Railway). 10- 1-1 98 1 

6. l.C.L. siding, Narangi (Northeast 1980-81 
Fron tier Railway). 

7. Ludlow Jute M ill s iding, (Sou th 1979-80 
Eastern Ra ilway). 

8. Shree Hanuman Cotton Mill siding 1979-80 
(South Eastern Railway). 

1,9-17 

44,072 
22,928 

2,08,322 ho urs 

5,26.855 hours 
6,34, 154 hours 

J ,367 293 days 
357 189 clays 

2 days to 19 
days 

I 02 28 hours to 
11 4 hours 

l ,569 53 hours to 
209 hours 

1,692 1,34,073 hours 

157 12, 165 ho urs 

Working of pilo ts irregular. 

Wagons not released prom
ptly by Power House autho
r i t ie~. 

Irregular run ning of p ilots. 
On ·tsome wagons, the deten

tion ranged from 54 to 
217 hours. 

Wagons detained in the yard 
so that a bunch of 3-4 
wagons could be placed 
together. 

D etention at serving station 
before placement in the 
sidings. 

Detentio n a t interchange 
point. 

Working o f pilots irregular. 

- - do-



---------- -- ---------- ---- - ------------ - - - - --
2 3 4 5 6 

--------- ----
9. M is. New Non h Jute Mil l s iding 1979-80 

(South Eastern Railway) . 
I 0. New E'<plosivc Factory sid ing (South 1979-80 

Eas tern Ra ilway). 

11 . Refractory Plan t siding (South 1979-80 
Ea~tcrn Railway). 

12. Vikal Machi nery siding (South 1979-80 
Eastern Ra ilway). 

I J. Cement Corporation of lndia siding 1979-80 
(South Eastern Railway). 

1-l. O rissa T.:xtile Mill siding (South 1979-80 
Eastern Railway). 

15. Kalinga Tub~ siding, (South Eastern 1979-80 
Rai lway). 

16. Tisco Works site siding (South 1979-80 
Eastern Railway). 

17. Santa"ldih Power Hou~c siding, 1980-81 
Santa ldih (South Eastern Rai lway). 

18. Ennorc Thermal Station siding 1979-80 
(Southern Railway). 

19. Associated Cement Co. siding January 1980 
(South Central Railway). 

20 Kesoram Cement siding, Raghawa- January 1980 
puram, (South Central Railway) . 

21 . Hyderabad Asbestos Cement Co., January 1980 
Sanatnagar siding (South Central 
Railway). 

599 4 1,820 hours Working of pilo ts irregular 

1,289 12,890 hours 

4,677 6,04,232 hours 

6,715 97,096 hours 

7,225 3, 17,593 hours 

1,532 16,097 hours 

896 19,011 hours 

1,30,683 67,94,106 hours 

8.588 3,97,266 hours 

43,916 9,88,134 hours 

312 34,853 hours 

860 I ,OJ ,393 hours 

300 18,990 hours 

- do--

- do-

-do-

- do-

- do-

- - do- -

- - do-

- do-

--do-

Irregular running of pi lot ~
Detcntion in the yard be
fo re placement and after 
removal. 

- do- -

- do-
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ANNEXUR E Jl 

(cf Paragraph 3.22) 

0 .Jts tanding freight, siding and demurrage charges 
(Lakhs of rupees) 

Name of Freight Siding Demurragc Total Remarks 
Railway charges charges charges 

Centra l 1254.06 48.29 317.65 1620 .00 As on 31-7-82 
? " E;istcrn 699 .00 897 .00 1596 .00 As on 31-3-82 

" (in respect of 
- --P 21 big firms). 
-' 

Northern 4801 .46 29.54 377.46 5208 .46 As on 30-6-82 
(25 sidings and 
power houses) 

North E::lstern 13.91 3.83 73 . 66 91.40 As on 31-7-82 

Northeast 
Frontier 0.84 3.70 26.05 30.59 As on 31-3-82 

Southern 150.48 4.40 12.49 167.37 As on 31-3-82 
(9 sidings) 

South Central 73.28 17 . 17 90.45 As on 30-6-82 
~ South Ea.,:crn 109 . 16 53.41 2303.75 2466.32 As on 31-3-82 

Western 374 .62 115.83 27 .38 517.83 As on 30-6-82 
__,,._ ~ (25 sidings) - T OTAL 7476.81 259.00 4052.61 11788.42 

(All Railways) 

f 149 



~ 
< 

ANNEXURE Ill J. 

(cf Paragraph 3.24) 

Statement showing the outstanding> against various Pm"er Houses as 0 11 

30th June 1982 
(Lakhs of Rupees) 

- - --- -- --
Freight Demurrage Tota l 

- - - -
I. Delhi Electric Supply Under-

taking, Delhi (NR) J 884. 27 95.76 1980 .03 
J 

' • Badarpur Thermal Power Plant 2. 
(i) Tughlakabad (NR) 750.47 62.30 812 .77 ... 

(ii) Delhi (CR) 38.22 4.52 42 .74 

3. Punjab E lectricity Board, Guru 
Nanak Dev Thermal Power 
Plant, Bhatinda (NR) 240.56 67.93 308 .49 

4. U.P. State Electricity Board 
(i) Harduaganj (NR) 608.44 4. 83 613 .27 

(ii) Agra Yamuna Bridge (NR) J 1.69 ll . 69 
(iii) Mainpuri (NR) 12.28 0. 99 13.27 
(iv) Panki (N R) 505.96 6 . 81 512 .77 --'-' 
(v) Kanpur (NR) 189.43 5. 19 194 .62 

(vi ) Lucknow (NR) 17. 77 0 .90 18.61 -(vii) Sohwala (NR) 29.67 0 .94 30.61 -
(viii) Chandausi (NR) 14. 15 0 .47 14.62 
(ix) Paricha (CR) 20.09 20.09 
(x) Obra@ (ER) 210 .65 210.65 

5. Haryana State Electricity Board 

(i) Thermal Power Plant 
Panipat (NR) 178.27 4. 31 182.58 

(ii) Thermal P ower Plant 
Faridabad (CR) 242.88 27 . 32 270 .20 

Assam State Electricity Board (@ 
.. 

6. 
(NF) 1.08 1.08 -

7. Bihar Sta te Electricity Board@ 
(ER) 24 .14 24 . 14 • 4"; 

-- ·-
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).- height Demurrage Total 
- ---

~ . Maharashtra State Electricity 
Boa rd 

(i) Bhusawal (CR) 188 .45 5.81 194 .26 

(ii) Nasik Road (CR) 504 . 30 4 .51 508 .81 
(iii) Pera (CR) 1. 88 0.53 2 .41 
(iv) Godhari (CR) 273 . 70 l. 53 275. 23 
(v) Purli @ (SCR) 16 .28 16 .28 

(vi) K.haparkheda (SER) 0 .29 0. 62 0.91 
(vii) Kalamna (SER) 0 .02 0 .02 0.04 
(viii ) Kamptee (SER) 0 . 53 0 .53 
(ix) Ramtek (SER) 0. 30 0. 30 

9. Madhya Pradesh Electricity 
Board 

(I) Satpura Thermal Power 
Station, G horadongri (CR) 4 .32 4.32 

(ti) Amlai (SER) 0.24 2.78 3 .02 
(iii) Korba (SER) 14 .62 14.62 
(iv) Chirimri (SER) 0 .02 0 .02 

10. West Bengal E lectricity Board 
(i) Mechada (SER) 9. 16 4. 33 13.49 

(ii ) Santaldih (SER) 1.03 0. 42 1.45 
(ER) 101.78 IOI . 78 

~ 11. Andhra State Electricity Board 
(i ) Titlagarh (SE) 1.52 I. 52 

(ii) Tberuvelli (SE) 0.75 0. 16 0.91 -- (iii) (SCR) 24 .75 J .24 25.99 

12. Tamil Na du State Electricity 
Board 286.1 1 7. 55 293 .66 

13. Damodar Va lley Corporation 
(i) D urgapur@ (ER) 14.09 14 .09 

(ii ) Patratu@ (ER) 9 .89 9.89 

@Break-up on freight and demurrage not fu rnished . 

.. 
-~ 

~ 

MGIPR RND-S/23 C & AG/82-TSS II- 14-2-33-2125 
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