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PREFATORY REMARKS 

This Report relates mainly to matters ansmg from the 
Appropriation Accounts of Indian Railways for 1978-79 together 
with other points arising from audit of the financial transactions 
of the Railways. 

2. The. cases mentioned in this Report are among those 
which came to notice in the course of test audit during the year 
1978-79 as well as those which had come to notice in earlier 
years but could not be dealt with in previous Reports ; matters 
relating to the period subsequent to 1978-79 have also been 
included, wherever considered necessary. 

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

4. The following abbreviations h.ave bee·n used JO this 
report 

@ for at th-: rate of 

AC for a lternate current 

BG for broad gauge 

CBr for Central Bureau of Investi gat io n 

C LW for Chiltaranjan Locomot ive Works 

cum for cubic metre 

cm for centimetre 

col for co lumn 

DGS&D for Director General. Supplies and Disposals 

DLW for Diesel Locomotive Works 

e.g. for fo r example 

etc . for ct cetera 

(iii) 



(iv) 

FA&CAO for Financial Adviser and Chief Accounts Officer 

fob for free on board 

ft for feet 

F.E. for fore_ign exchange 

hp for horse power 

i.e. for that is 

IOC for Indian Oil Corporation 

km for kilometre 

kg for kilogram 
~ 

MT for tonne 

Ill for metre -
mm for millimetre 

MG for metre gauge 

nos. fer numbers 

NOC for not otherwise classified 

ROSO for Research, Designs and Standards Organisation 

Rs. for Rupees 

S.No. for serial number 

SPE for SPecial Police Establishment 

Sq for square 

viz for namely 
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CHAPTER I 

COMMENTS ON APPROPRIATION ACCOUNTS 1978-79 
AND ANNUAL ACCOUNTS (PROFIT AND LOSS 

ACCOUNTS, BALANCE SHEETS ETC.) 

1. Preamble 

1.1 The Railway Convention Committee ( 1977) , in their 
5th Report presented to Parliament in February 1979 observe<! 
that " the Railway Finances are still in a delicate stage-contrary 
to what the surpluses earned during the last few years might 
suggest". Accordingly, the following reliefs from the :financial 
year 1978-79, as recommended by the Railway Convention 
Committee, were approved by P arliament in March 1979 : 

(a) Exemption from payment of dividend on capital 
cost of : 

(i) New lines taken up on or after 1st April 1955 on 
other than financial considerations so long as these 
lines continue to be unremunerative. 

(ff) Ferries. 

(iii) Welfare buildings like hospitals, instih1tes, 
schools etc. 

(b) Dividend at a reduced rate in respect of residential 
buildings : 

Such buildings to pay dividend at a reduced 
rate of 3.5% as against current rate of dividend 
of 6%. 

( c) Present system of taking loans from General Revenues 
to meet shortfalls in dividend payments by Railways 
to be discontinued. Instead, shortfall in dividend 
liability to be treated as deferred liability without 
any interest thereon. 
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(d) Out of the sum of Rs. 216.14 crores due from the 
Railways to the General Revenues on 1st April 1978, 
as accumulated dividend and interest thereon, a sum 
of Rs. 93.95 crores (equivalent to the interest on the 
loans taken from General Revenues upto 31st March 
1978 for financing this fund for the purpose of dis­
charging dividend liability) would be written off and 
the balance amount of Rs. 122.19 cron.:s would be 
treated as deferred dividend liability. 

2 . Financial Results 

2 .1 The table below compares revenue receipts, expenditure 
and surplus and loan from General Revenues to the Railways 
for the year 1978-79 with the actuals for the previous year and 
the budget anticipations for the year 1978-79 : 

(Rs. in cro res) 

Act uals Budget Revised Actuals Va ria tion 
1977-78 1978-79 Estima tes 1978-79 wi th 

1978-79 referene 
to 
Budget 

I . Revenue Receipts 2133 .83 2230. ?3 2175.73 2161.30 - 69. 03 

2. R evenue Ex.pen-
d i l ure 1781.04 1932 .08 1917.52 1900. 48 - 31.60 

3. Net Revenue (1- 2) 352.79 298.25 258.21 260.82 - 37 .43 

4. Div idend paid to 
Genera l Revenues 226. 56 232.82 230 .48 224. 16 - 8. 66 

5. Revenue Surplus 126.23 65 . 43 27 . 73 36.66 - 28.77 

6. Loans from Gene-
ral Revenues fo r 

(i) Revenue Re-
serve Fund 67.44 98.88 94.54 .. - 98 .88 

(ii) Develop-
ment Fund 5. 37 5 .37 -t 5. 37 

*No loan was ta ken for payment of d ividend liabil ity as per the decision 
of Parliament on the recommendatio n o f the Convention Committee. 

...... 

.,.&. 

"'--



L 

-

3 

2.2 The surplus was appropriated/ proposed to be appropriated 
further as under : 

(Rs. in crorcs) 
Appropriation to 

Surplus Revenue Develop-
Reserve ment 
fund fund 

Actuals for 1977-78 126.23 91. 62 34 .6 1 

Budget Estima tes fo r 1978-79 65.43 33 .65 31. 78 

Revised Est imates for 1978-79 27.73 27 .73 

Actuals for 1978-79 •36.66 •)4 .68 

• The balance of Rs. I . 98 crores has been adjusted agai nst deferred 
dividend liability. 

2.3 The surplus of Rs. 36.66 crores had accrued after availing 
of the reliefs of R s. 8.28 crores granted by Railway Convention 
Committee in the Railways' dividend liability for the year 1978-79 
in respect of the following assets vide para 1.1 (a) and ( b) 
above : 

I . Lines which were undertaken o n o ther than 
financia l cons iderations 

2. Ferries 

3. Welfare bui ld ings 

4. Residen tial buildings 

(Rs. in crores ) 

6 . 29 

0.2 1 

0 . 16 

1. 62 

S.28 

2.4 Prior to 1978-79 no reliefs were being allowed in rc<;pcct 
of these assets. But for these reliefs the surplus of Rs. 36.66 
crores for the year 1978-79 would have been further reduced to 
the extent of R s. 8.28 crores ; it would have been Rs. 28.38 
erores. 
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2.5 The surplus during the last three years compared as 
under : 

Year 

1976-77 

1977-78 

1978-79 

J. R evenue Reserve Fund 

(Rs . in crores) 

Amount 

87 .24 

126 .23 

36 .66 

(Rs. 28 .38 
crores with­
out reliefs) 

2.6 This fund was created out of revenue surplus to ensure 
payment of dividend to General Revenues. Hitherto it was being 
fi nanced by making appropriations out of the surplus or/ and 
taking loans from General Revenues. With effect from 1st April 
J 978 the existing arrangement of taking loans from General 
Revenues has been discontinued. 

2.7 The opening balance of the fund as on 1st April 1978 
was Rs. 37.79 crores (cash balance : Rs. 37.47 crores and 
investments : Rs. 0.32 crore). At the commencement of the 
year the fund owed Rs. 216. I 4 crores to General Revenues on 
account of loans taken in the past for payment of dividend, 
interest on outstanding loans and re-payment of loans. 

The cash balance of Rs. 37.47 crores was transferred to 
General Revenues by proforma adjustment on 1st April 1978, 
thereby reducing the liability of Railways to General Revenues to 
Rs. 178.67 crores. Out of this liability of Rs. 178.57 crores, an 
amount of Rs. 56.48 erores, stated to be representing interest on 
the loans taken from General Revenues during the period from 
1969-70 (when the first loan was taken from General R(!venues) 
lo 1977-78 was written off, .as the loans had been treated as 
interest free ab initio as per the r ecommendations of Railway 

-

-
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Convention Committee (1977). However, interest thac 
been actually pajd during this period amounted to Rs. 
crores. Thus, the adjustment llUlde by the Railways on 
account was less to the extent of Rs. 4.60 crores, 

had 
61.08 

this 

Furth\!r, an amou'nt of Rs. 1.98 crores left from the surplus 
of the year 1978-79 after meeting the requirement~ of th~ De­
velopment Fund. was utilised for discbaqpng the dderrc<l divi­
dend liability for the years 1969-70 to 1977-78. Thus the out­
stanrung liability on account of deferred dividend for these years 
stood at Rs. 120.21 crores as o"n 31st March 1979. 

The closing balance in Revenue R eserve Fumi as on 
3 l st March 1979 was Rs. 0.33 crore (cash balance by way of 
interest earned on the investment : Rs. 0.01 crore and Invest­
ment : Rs. 0.32 crore). 

IT. Development Fund 

2.8 This fund is intended to meet expenditure on works 
relating to amenities for all users of railway transport, labour 
wC'lfare works and unremunerative operating improvement works. 
The fund is financed from appropriaticns out of the surplus or/ 
and loans taken from General Revenues . 

2.9 The operung balance and the closing balance of the 
Development Fund for the year 1978-79 were Rs. 24. 13 Jakhs 
and Rs. 6.06 Jakhs respectively. 

2.10 The detaj[s of the Jo.ans ta ken and the intercsr paid 
were as under 

(Rs. in crorf'<) 
Period Loans Jnstal- ln1cres1 Lc2n 

obtained ment paid paid oulstand-
ing 

Up tb 197 1-72 86.65 8.53 86.65 
1972-73 15 . 72 3. 71 •ss.65 
1973-74 22.65 4 .69 108 .30 
1974-75 21.90 5. 99 130 .20 
1975-76 22.34 7.33 152.54 
1976-77 8. 24 152.54 
1977-78 .. 8.39 152.54 
1978-79 5.37 8.74 157. 91 

*An amount of Rs. 16. 72 crores adjuste(l on proforma basi 
out of the reliefs granted in paymen t of d ividend as per recommenda tion 
of Railway Convention Committee ( l97J) . 
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2.1 J At the end of the year, the fund owed Rs. J 57.91 crorcs 
to General Revenues on account of loans taken in the past from 
1967-68 onwards for financing works of development nature. 
No payment of loans to General Revenues has been made since 
1967-68. 

111. Total i11debted11ess of Railways 

(a) Loans 

2.12 The Railways started taking loans from G eneral 
Revenues for meeting dividend obligation from 1969-70 when 
the balances in tl1e Revenue Reserve Fund got exhausted due to 
continuous withdrawals for meeting deficits in ihe years 1966-67, 
1967-68 and 1968-69. The Railways also took Joans from 
G eneral Revenues for meeting expenditure on works charged to 
Dcyelopment Fund, from 1967-68 onwards. 

2. 13 Though the year 1978-79 closed with a surplu~ c f 
R s. 36.66 crores, the total undischarged liability at the end of 
the year in respect of loans obtained from General R evenues for 
meeting d ividend liability a nd for expenditure on works charged 
lo Development Fund stood at Rs. 278. 12 crorcs, even after 
allowi ng for reduction in loan liability to the extent of R-;. 93.95 
crores vide paras 1.1 ( d) and 2. 7 above, and relie'fs of Rs. 8.28 
crores in dividend liability, vide paras 1. 1 (a), 1.1 (b) and 2.3 
above, in accordance with the recommendations of the Ra ilway 
Convention Committee ( 1977) . 

(b) Deferred dividend 

2.14 The deferred dividend on the new Jines U.c d ;vidt::nd 
accrued but not payable during construction period and the 
subsequent five years moratorium period , as a lso the dividend 
that had become payable at the end of the morato;ium period, 
but could not be paid in the years following this period, as the 
net income of the new lines was not sufficient to meet this 
liability) outstanding at the end of 1978-79 was Rs. 7 1.20 crorcs 
of which Rs. 37.87 ctores were for new Jines which lwd already 
completed the moratorium period. 
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( c) Abatement of dividend 

2.15 During the year 1978-79 the Railways claimeJ exemption 
in payment of dividend to the extent of Rs. 3.19 crores (on 
capital outlay of 136 unremunerative branch lines : Rs. 57.91 
crores), though the number of unremunerative branch lines and 
the capital outlay in respect thereof are yet to be assessed precisely 
in accordance with the recommendations of the Uneconomic 
Branch Lines Committee ( 1969), Railway Convention Committ~c 
( 1971) and Railway Convention Committee ( 1977). The Ministry 
of Rai lways (Railway Board) had informed the Railway Conven-

- tion Committee (1977) that the methodology of evaluating the 
results of the branch Jines by adopting the marginal cost principle 
would be worked out and the capital cost of uneconomic branch 
lines would be determined on the· basis of such annual review, 
and that in the meantime the capital cost of uneconomic branch 
lines as already assessed from time to time might continue to be 
exempted from dividend liability provisionally. But the un­
rcmunerativenei;s of these branch lines has not so far been 
determined by adopting the marginal cost principle as recommend­
ed by the Railway Convention Committee ( 1977) . Thus the 
abatement of dividend already claimed for the years 1974-75 to 

l 1978-79 is subject to adjustments as may be found necessary 
subsequently (also refer to paragraphs 1.8, 1.9, 1.10 and 1.10 

.- of the Reports of the Comptroller and Auditor General of India 
for the years 1974-75, 1975-76, 1.976-77 and 1977-78-Union 
Government (Railways) respectively, for similar abatement of 
dividend claimed in those years). 

' 

2. 16 Pending final assessment, it ca·nnot be known whether 
abatement of dividend amounting to Rs. 4 .88 crores, Rs. 4.58 
crores, Rs. 3.47 cmres, Rs. 3.47 crores and Rs. 3.19 crores, 
as already availed of by the R ailways provisionally during the 
years 1974-75, 1975-76, 1976-77, 1977-78 and 1978-79 respec­
tively was actually due to the extent it was claimed. This in turn 
would affect the magnitude of the liability on account of deferred 
dividend liability to Gener.al Revenues. 

.. 
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IV. Plan Expenditure 

2.17 The tota l outlay (net, i .e. after deduction of credils or 
recoveries) ou works met from various sources during the year 
1978-79 was as under : 

(Rs. in crores) 
Part iculars Budget Actua ls Variation 
Capital. . . . 332.94 345.92 -l 1 2. 9~ 
Depre: iat ion Reserve Fund I 51. 43 136.19 - 15.24 
Development Fund 24 . 13 25 . 94 + l .81 
M~tropoli tan Transport Projects . . 15.00 15.49 + 0 .49 
Accident Compensar ion, Safety and Passen-

. .,. ger Amenities F und 6.50 6.15 - 0 .35 
Open Line Works (Revenue) 10 .30 7.85 - 2.45 

TOTAL 540.30 537.54 - 2.76 

There were savings under the heads, Depreciation Reserve 
Fund, Accident Compznsation, Safety and Passenger Amenities 
Fund, and Open Line Works (Revenue). 

3. Revenue Receipts 

3.1 The table below compares revenue receipts for the year 
1978-79 with the actualc; for the previous year and the budget 
a nticipations for the year 1978-79 : 

Particulars 

Passenger earnings 
Upper Class . 
Lower Oass . 
Tota l . . . 

Other Coaching Earnings 
GooJs e1rnings 
Sundry earnings 
Suspense 
Gross Traffic receip1s 
Miscellaneous receipts 
Total revenue receipts 

Actuals 
1977-78 

59.67 
561.98 
62 1. 65 

90 . 11 
1348 45 

58 . 72 
4 .49 

2123. 42 
10 4 1 

2133 . 83 

Budget 
1978-79 

62 .98 
595.00 
657.98 
92 . 63 

1430. 55 
54 . 60 

- 15 90 
22 19 .86 

10 47 
2230. 33 

(Rs. in crores) 

Actuals 
1978-79 

66 .7 1 
606.06 
672 .77 
91.47 

1305.41 
69. 15 
12 .24 

2151.04 
10.26 

216 1.30 

Varia t ion 
with re­
ference lo 
budget 

+ J. 73 
+ 11 .06 
+ 14.79 
- 1. 16 

- 125 . 14 
+ 14 . 55 
+28. 14 
- 68.82 

- 0 2 1 
- 69.03 

3.2 Goods earnings for the year 1978-79 amounted to 
Rs. 1305.41 erores against budget anticipations of Rs. 1430.55 
crores, and thus fell short of the expectations to the extent of 

-

-
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Rs. 125.14 crores. There had been a perceptible fall in goo<ls 
traffic in the year 19 7 8-79. The goods traffic carried during 
1978-79 was 199.6 miUion tonnes against 222 million tonnes as 
per budget antlc1pations. T he decrease in the goods traffic 
was mainly attributable to the following : 

Commodity .Budget 
Estimate 

73. 00 
19.50 
23.50 
14.00 

(In milli t.n tonnes) 
Actuals Variations 

Coal . . 
Foodgrains . . . 
Raw material to Steel Plants 
Cement . . . . . 
Pig lron and fin ished s teel from Steel 

Plants . 
Iron ore for export 
Other Goods 

9.50 
11 .50 
71.00 

64 . JO 
16. 70 
2 1.49 
12. 3 1 

8 .26 
10.34 
66.36 

- 8.90 
--2.80 
- 2 .01 
- 1.69 

- 1.24 
- 1. 16 
-4.64 

3.3 The quantum of goods traffic carried during the last 
three years has registered a continued decline, as i'ndicatcd 
below : 

Year 
1976-77 
1977-78 
]978-79 

4. Reveni.! Expenditure 

(In million tonnes) 
212. 6 
210.8 
199. 6 

4. 1 The table below compares the revenue expenditure during 
1978-79 with the actuals for the previous year and the budget 
anticipations for the year 1978-79 : 

(Rs. in crorc,) 
Actuals Budget Actua ls Variation 
1977-78 J 978-79 1978-79 from 

1. Ordinary Working Expenses 1570.58 1700 .90 1673. 17 
budget 
- 27 .73 

2. A ppropriation to Funds . 189.36 204.38 ~04. 1 0 - 0 . 28 
(i) Depreciation Reserve 

Fund 
(ii) Pension Fund 

(iii) Accident Compensa-
tion. Safety and Pas-
senger Amenities Fund 

3. Miscellaneous Expenditure 
and payments to worked 
lines etc . . . . . 13.46 16. 50 15.36 - 1. 14 

4. Open line Works (Revenue) 7.64 10 . 30 7.85 - 2.45 

Total Revenue Expenditure J 781. 04 1932 .08 1900.48 - 31.60 
(The fiiures arc net, i.e. after deduction of credits or recoveries). 
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4.2 T he savings (Rs. 3 1.60 crores) mainly occurred 1111dcr 
ordinary working expenses. A further analysis of ordinary work­
ing expenses (Grants Nos. 4 to 10) revealed the following : 

I . Grant No. 4 Ad­
ministra tion 

2 . Grant No. 5 Re­
pairs and main­
tenance 

3. G rant o . 6 
Opera ting staff 

4. G rant No. 7 Op­
eration Fuel 

5. Grant No . 8 
Operation other 
than staff and 
fuel 

6. G rant No . 9 M is­
cellaneous Ex­
penses 

7. Gran t No . 10 
Staff We1farc 

(Rs. in crores) 

Budget Revised Actual Varia tion between 
Estimates Estimates Expend i­

ture Budget Revised 

160. 36 163. 18 

67 1. 64 656.49 

348 .50 353 .00 

312.51 307 . 76 

91.29 87.95 

58. 04 58.73 

58 .56 59. 13 

162 03 

Estimates Estimates 
and Re- a nd Ac­
vised Est i- tua l Ex­
mates pendi ture 

+ 2.82 
( 1. 8 % ) 

- 1. 15 
(0 . 7 %) 

653 . 65 - 15. I 5 
(2 .2 %) 

- 2 . 84 
(0 .4 %) 

355 .00 + 4 . 50 + 2 .00 
( 1.3 %) (0 . 57 %) 

307 . 16 --4 . 75 - 0 .60 
( I . 5 %> (0 . 19 %) 

83 . 85 - 3 .34 --4 . 10 
(3 . 7%) (4 . 7%) 

53.73 + 0.69 - 5.00 
(1 .2%) (8 . 5%) 

57 . 75 + 0 .57 - 1. 38 
(0 . 97 %) (2 . 2 %) 

T OTAL 1700. 90 1686. 24 1673 . 17 - 14 . 66 - 13 .07 

4.3 There was a shortfall in working expenses to the extent 
of Rs. 14.66 crores between budget estimates and r'evised estima­
tes and further saving of Rs. l 3.07 crores between revised esti­
mates and actual expenditure. Thus the total decrease in work­
ing expenses was to the tune of Rs. 27.73 crores. 

-

-
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5. Budgctnry Control 

5. l The number of demands voted for the year was 23 aggre­
gating Rs. 3882.95 crores. During the year 9 supplementary 
grants were obtained for Rs. 38.46 crores. 

5.2 The ·number of charged appropriations for the year was 
12 for a total sum of Rs. 5 .46 crores. During the year 3 
supplementary appropriations for Rs. 0.46 crore were obtained. 

5.3 The disbursement during the year showed a saving of 
Rs. 282 .33 crores over the total grants and appropriations as 
shown below : 

(Rs . .in crores) 
Particulars Voted Charged Total 

I. Original 3882.95 5 .46 3888 .41 
2. Supplementa ry 38.46 0.46 38.92 
3. Total 3921 .41 5.92 3927.33 
4. Total Disbursement 3641. 55 3.45 3645 .00 
5. Saving 279 . 86 2.47 282.33 
6. Percentage of saving to total grants/ 

appropriat ions . 7 . 14 41 . 72 7. 19 

5.4 The percentage of saving to total grants/appropriations 
during the last three years has registered a continued increase, 
as indicated below : 

Year 

1976-77 
1977-78 
I 978-79 

Percentage 

0.49 
3.34 
7. 19 

5.5 This shows that the estimates of expenditure framed were 
on the high side .• 

6. S:wings in Grants and Appropriations 

A. Voted Grants 

6.1 The net shortfall of Rs. 279. 86 er ores as mentioned 
in Paragraph 5 is made up of savings under 17 grants 
S/23 C&AG/79-2 
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(Rs. 292.89 crores) and excesses under 4 grants (Rs. 13.03 
crores). The details of the savings are given below : 

6.2 Grant 

Grant No. 15-0pen Line 
Works, Capital, Depreci­
a tion Reserve Fund and 
Development Fund (Original 
Rs. 1298.99 crores+supple-

Final 
Grant 

Actual 
expendi­

ture 

mentary Rs. 16.69 crores) 1315 .68 1255. 15 

(Rs. in crores) 
Saving Percen-

tage 

60.53 4 . 60 

6.3 A supplementary grant of Rs. 16.69 crores was obtained 
in November 1978 under Grant No. 15 for making payments to 
various State Ro.ad Transport CQrporations (Rs. 16. l 0 crores) 
and for undertaking certain works out of turn during 1978-79 
(Rs. 0.59 crore) . The entire amount of Rs. 16.69 crorrs obtain­
ed t hrougb supplementary grant proved to be unnecessary as 
there was a saving of Rs. 60.53 crores under the grant at the 
end of the year. 

6.4 The saving was mainly due to less production of locos, 
coaches, power packs and electrical capital spares (Rs. 21.91 
crores), non-receipt of machinery, plant items and other material 
and debits thereof and more credits under Suspense heads etc. 
(Rs. 38.62 crores). 

6.5 Grant No. 9-
Working Expenses­
Miscellaneous Expenses (Origi­
nal Rs. 65 . 51 crores + Supple-
mentary Rs. 0.66 crore) 66 . 17 60 .75 5.42 8.19 

6.6 A supplementary grant of Rs. 0.66 crore was obtained 
on 29th March 1979. The entire amount ob~ained through 
supplementary grant proved to be unnecessary as ll1erc was a 
saving of Rs. 5.42 crores under the grant .at the end of the year. 

6. 7 The saving was mainly under 'Demands Payable' due to 
adjustment of more revenue liabilities to final heads (Rs. 2.37 
crores) and aggregate of minor variations below rupees one 
crore (Rs. 3.05 crores). 

-
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6.8 The details of the savin~s under other Grants are as 
under : 

(Rs. in crores) 

Final Actua l Saving 
Grant Expendi-

ture 

2 3 4 

G rant l'\o. 1-
Railway Board 
Grant No.2-
M iscellaneous Expenditure-

(Origi nal Rs . .l 2 . 65 crores +Supplementary 
Rs. 0 . 09 crore) 
Grant No.3-

2.54 

12.74 

Payment to worked lines and others 0, 70 
Grant No. 4-
Working Expenses-Administraton (Ori­
g inal Rs. 160.85 crores+Supplementary 
Rs. 3 . 18 crores) 164.03 
Grant Ko. 5-

Working Expenses-Repairs and Ma inten-
ance 703 .96 
Grant No. 6-

Working Expenses-Operating StalT(Origi-
na l Rs . 359 . 72 crores+Supplementa ry 
Rs . 5 . 36 crores) 
Grant No. 7-
Working Expenses- Operation (Fuel) 

Grant No. 8-
Working Expenses-Operation other than 
s taff and F uel 

Grant No. 10-
Working Expenses-Staff Welfa re 

Grant No. 12-
Dividend to General Revenues a nd contri­
but ion fo r G rants to States in lieu of Pas-

365 .08 

329.70 

110.80 

59.01 

senger Fare Tax 232. 82 

G rant No. J 3-
0 pen Line Works (Revenue) JO .JO 

Grant No. 19-
'Jpropriat ion to Revenue Reserve Fund 33.64 

2.52 0.02 

11 .89 0. 85 

0.40 0. 30 

162 .43 J.60 

679.92 24. 04 

364. 61 0.47 

320.31 9 . 39 

103. 03 7 . 77 

58 .17 0 .84 

224.15 8,67 

V,85 2.45 

- 33.64 
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2 3 

Grant No. 20-
Payments towards Amortisa tion of over-
capita lisation, repayment of loans from 
Genera l Revenues a nd interest thereon-
R evenue Reserve Fund (Original Rs. 136. 25 
crores +Supplcmenlary Rs. 0 .54 crore) 136. 79 1.98 134 .81 

Grant No. 21-
A!)propriation to Accident Compensation, 
Safety a nd Passenger Amenities Fund 10. 18 9 .90 0.28 

Grant No. 22-
Accident Compensation, Safety and Passen-

8.06 6.25 1.81 ger Amenities Fund 

TOTAL 2180 .35 I 953 .41 226. 94 

6.9 A saving of Rs. 46.56 crores occurred under Grant 
No. 4, Grant No. 5, . Grant No. 6, Grant N o. 7, Grant No. 8, 
Grant No. 10 and Grant No. 13. 111e saving was mainly due 
to less shed and shop repairs to rolling stock, machinery etc., 
(Rs . 23.59 crores) less expend iture due to non-materialisation 
of anticipated traffic, short supply of fuel and less freight and 
handling charges incurred (Rs. 22.37 crores ) , less procurement 
of stores and spares .and adjustment of debits thereof (Rs. 18.06 
crorcs ) , observance of economy measures and non-filling of 
posts (Rs. I 0.39 crores) and aggregate o'f minor v,a.riations below 
Rs. 5 crores (Rs. 8.87 crores ) partly offset by revisio'n in r:ites 
of sales tax, excise duty on coal, diesel oil and electricity tariff 
(Rs. 14.19 crores ) and upward revision of dearness allowance 
rates (Rs. 12.48 crores) and fluctuations in the payment of 
kil9metrage, overtime, night duty allow.a.nee and leave salary etc., 
(Rs. 10.05 crores) . 

6.10 Grant No. 20 accounted for a saving of Rs. 134.81 
crores due to the reliefs granted by the Railway Convention Com­
mittee ( 1977 ) in respect of repayment of loans taken from 
Geperal Reyenues and interest thereon, vi de paras 1.1 ( c) , 
1.1 (d) and 2.7 above. · 

6.1 1 A cent per cent saving ·of Rs. 33.64 crores occurred 
under Grant No. 19, as no surplus was available for appropria­
ticm to Revenue Reserve Fund vide para 2. 7 above. 

-
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6.12 Grant No. 1, Grant No. 2, Grant No. 3, Grant No. 12, 
Grant No. 21 and Grant No. 22 accounted for a saving of 
Rs. 11.93 crores made up of variations of minor nature. 

B. Savings in Appropriations 

6.13 A total saving of Rs. 246.63 lakhs occurred in 12 
charged appropriations. There was cent per cent saving under 
Appropriation No. 13-0pen Line Works (Revenue) (Rs. 0.50 
lakh). A significant saving also occurred under Appropriation 
No. 6-Working Expenses-Operating Staff (Rs. 50.14 lakhs) 
due to non-materialisation of certain court cases contrary to 
.anticipations, Appropriation No. 22- Accident Compensation, 
Safety and Passenger Amenities Fund (Rs. 48.47 lakhs) , Appro­
pnatton No. 7- Working Expenses-Operation (Fuel) 
(Rs. 42.75 lakhs), Appropriation No. 8-Working Expenses­
Operation other than staff and fuel (Rs. 38.41 lakhs), Appro­
priation No. 15-0pen Line Works-Capital, Depreciation Re­
serve Fund and Development Ftind (Rs. 27.55 lakhs), Appro­
priation No. 4--Working Expenses- Administration (Rs. 12.28 
lakhs ) , Appropriation No. 14--Construction of New Lines, 
Cap"ital a·nd Depreciation Reserve Fund (Rs. 9 .84 lakbs). The 
balance of saving w.as under other 4 appropriations (Rs. 16.69 
lakhs). 

7. Excess over grants 

7.1 During the year under report excesses occurred under 4 
grants aggregating Rs. 13.03 crores. The details of excesses during 
1978-79 which require to be regularised under Article 115 
of the Constitutio·n of India are as under : 

7.2 Grant 

Grant No. 14-
Construction of New Lines­
Capital and Depreciation 
Reserve Fund (Original Rs. 
65. 70 crores+Supplemen-

Final 
Grant 

Actual Excess Percent-
Expendi- age 
ture 

tary Rs. 2 . 10 crores) 67,80,17,000 70,62,01 ,660 +2,81 ,84,660 .( . 16 
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7.3 Two supplementary grants of Rs. 2.10 crores were obtained 
in November 1978 ,and March 1979. These proved to be 
inadequate. 

7.4 The excess of Rs. 2.82 crores occurred mainly due to 
accelerated progress on certain works on Souther'n Railway, and 
consequently, procurement of more materi,a.J and more payments 
to contractors (Rs. 2.90 crores) and aggreg,ate of minor variations 
(Rs. 0.10 crore) partly off-set by savings due to less receipt or 
land debits (Rs. 0.18 crore) . 

7.5 Grant No. 16-

Pens ionary Charges-Pension 
Fund (Origina l Rs. 46 . 23 
crores+Supplementary Rs. 9 . 80 
crores) . 56,03,05,000 63,19,31,776 + 7,16,26,776 12 .78 

7.6 A supplementary grant of Rs 9.80 crores was obtained 
in March 1979. This proved to be inadequate. 

7.7 The excess of Rs. 7.16 crores occurred mainly due to 
receipt of more debits than ,a:nticipated from Civil Accouots­
Offices (Rs. 6.08 crores) , more finalisation of Family Pension 
and Commuted Pension cases (Rs. 1.15 crores), partly offset by 
minor variations (Rs. 0.07 crore). 

7.8 Grant No.17-

Repayment of loans from Gen­
eral Revenues and interest there­
on. Development Fund (Original 
Rs. 8 . 54 crores +Supplementary 
Rs . 0.05 crore) . 8,58,79,000 8,73,92,723 + 15,13,723 l. 76 

7.9 A supplementary grant of Rs. 0.05 crore was obtained 
in March 1979 for meeting increased interest payment to General 
Revenues on account of more loa'n required from General Re­
venues during the current ye,a-r due to non-materialisation of 
the budgeted surplus, and increase in the rate of interest from 
5.60% to 5.63 % . This proved to be inadequate. 

t 
I • -

-
1 
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7 .10 The excess of Rs. 0.15 crore was due to non-provision 
for payment of interest for half the year in respect of loan 
obtained in March 1979. 

7. 11 Grant No. I 8-
Revenue-Appropriation to 
Development Fund 3 I ,78,23,000 34,67,68,892 + 2,89,45,892 9 . 11 

7. 12 In the Budget Estimate an amount of Rs. 31.78 crores 
was provided for ,appropriation to thei fund out of a total revenue 
surplus of Rs. 65.43 crores. Due to shortfall in earnings at 
the revised estimate stage, the antiCipated re.venue surplus was 
reduced to Rs. 27.73 crores which was e·ntirely proposed to be 
appropriated to the Fund. However, the actual revenue surplus 
was Rs. 36.66 crores including the reliefs granted by the Railway 
Convention Committee (1977). Consequently, Appropriation to 
Development Fund was increased to Rs . 34.68 crores, resulting 
in excess over the grant. 

8. Co11clusio11s 

8. I 
I . Capital-at-Charge at the 

(Rs. in crores) 

1974-75 1975-76 1976-77 1977-78 1978-79 

end of the year . 4105 . 56 4354 . 78 4533 . 69 4797 . 12 5023 . 92 
2. Total indebtedness at the 

end of year : 
(a) Loans from General 

Revenues . 379 .75 460 .04 461.99 368 .68*278 . 12 
(b) Deferred dividend in res-

pect of New Lines 80 .44 78 .04 76 .31 67 .80 71.20 
3. Revenue Receipts . 1415. 19 1775.51 2045.69 2133 . 83 2161 .30 
4. Revenue Expendi ture . 1341 . 55 1638 .48 1749.40 1781 . 04 1900.48 
5. Revenue Surplus after pay-

ment of d ividend . .(- )113.83 (-)61.11 + 87 .24 + 126.23 +36 .66 
6. (a) Earnings from Goods 

Tra ffic 917.50 JJ 50 .27 1325 . 91 1348.45 1305.41 
(b) Earnings from Passenger 

Traffic 412. 55 514.13 569 .29 621.65 672 .77 
7. Ordinary Working Expenses 1186.28 1470. 17 1548 .96 1570. 58 1673. 17 
8 . Goods Traffic in m11lion 

tonnes . 173.6 196. 8 212 .6 210 .8 199 .6 
9. Passenger Traffic in million 

numbers 2429 2945 3300 3504 3719 

•After reduction in Joan liability to the extent of Rs. 93. 95 crores, 
vide para 2. I 3. 
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8.2 The following facts emerge from the figures given in th.! 
above table regarding the financial position of the Railways : 

(1) There bas been an increase in the capital outlay or 
investment of over Rs. 918 crores during five-year 
period ending March 1979. 

(2) The revenue receipts showed ,a, substantial upward 
trend during 1975-76 and 1976-77 particularly 
because of revision of tares, freights and supplemen­
tary charge on certain traffic and increase in the 
volume of goods traffic carried. Even though 
passenger earnings have also shown a continued 
upward trend during the last few years, the overall 
increase in the revenue receipts during 197 8-79 , as 
compared to 1977-78 is marginal, being less than 
Rs. 28 crores only. 

(3) Revenue expenditure has also gone up subs~ntially 
during this period and there has been an increase 
of Rs. 119.44 crores in 1978-79 over 1977-78. 

(4) In consequence there has b~en a sharp decline in the 
revenue surplus to Rs. 36.66 crores as compared to 
1977-78. The quantum of revenue surplus, however, 
was substantially better than the deficit in the years 
1974-75 and 1975-76. 

(5) The total indebtedness of the Railways in 1978-79 
is Rs. 349.32 crores which appears to be substan­
tially better tha·n the indebtedness in the previous 
years. If, however, the total indebtedness is com­
puted without allowing for reduction in loan liability 
to the extent of Rs. 93.95 crores, vide para 2.13 
above, for comparison with the indebtedness in the 
previous years, the debt liability at the end of 
1978-79 would work out to Rs. 443.27 crores. 

-

-
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(6) Out of the total debt of lbe Railways to General 
R evenues, the debt of R s. 158 crores was 'incurred 
since 1967-68 on works to be 1in;111ced from the 
Development Fund, viz R ailway users amenities, 
labour welfare works and operating improvements. 
Tl1ese unremuncra tive works arc intended to be 
financed from the surpluses or internal savings of 
the R ailways and not by way of fresh investments . 
Considering the fact that a substantial portion 
(36% ) of the Railway debt is such that it would 
not be remunerative at any t ime in future, the loans 
taken for development expendi ture would act as a 
dead weight on Railway finances. 

(7) There has been ,a. decl ining trend in the volume of 
goods traffic carried during the last 3 years. It 
came down to 199.6 million tonnes in 1978-79, as 
compared to the Budget anticipations of 222 million 
tonnes for this year, and actuals of 212.6 and 210.8 
million tonnes for the two previous years, 1976-77 
,and 1977-78 respectively. The anticipated volume 
of traffic for the next year, viz, 1979-80 is also not 
encouraging. T he goods traffic was anticipated at 
222 million tonnes in the Budget Estimates for 
1979-80, but was subsequently scaled down to 204 
million tonnes in September 1979 on the basis of 
actual performance dudng the four months from 
April to July J 979. Further, b,ascd on the latest 
actuals upto November 1979 (130 million tonne~) , 

th~ traffic projections for 1979-80 would be about 
19 5 million tonnes. 

(8) The fall in goods traffic coupled with substantial 
increase in the revenue expenditure and the high 
level of indebtedness are factors which, if not arrest­
ed, would affect adversely the fina·nci;al health of the 
R ailways in the years to come. 
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9. Productivity of Indian Railways 

It has been laid down in the Productivity Linked Bonus 
formula tha t productivity of Indian Railways in a year will be 
determined solely on the basis of the revenue tr,affic tonne 
kilometres achieved with reference to the base year 1977-78. 

P roductivity of the R ailways in 1978-79 as compared to the 
base year 1977-78 is given below : 

Yea r 

1977-78 

1978-79 

Adjusted 
Passenger 
revenue 
net 
tonne km 
(non-
suburban) 

9746 

10615 

Revenue traffic tonne kilometres 
(M ill ions) 

Goods Total lnde11 
revenue revenue 
tonne traffic 
Km tonne km 

150250 159996 100 

143870 154485 96 .5 

The productivity index declined by 3.5 in 1978-79. 

It may be added that d ur ing the same period the Capital-.at­
charge increased as under 

Year 

Capita l-at-charge 
(in crores of rupees) 

Amount 

1977-78 4797 

1978-79 5024 (increase of 
Rs. 227 crores) 

) -

-
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CHAPTER II 

RAILWAY BOARD 

10. Purchase of roller bea1'ing axle boxes from a <;ingle manu­
facturer 

10.1 Indigenous capacity for roller bearing axle boxes (axle 
bearings) required for wagon manufacture. was first established 
in the country in 1959. Firm 'A' is the only established 
indigenous manufacturer and the Railways are the only consumers 
of the axle bearings. 

10.2 Firm 'A' had .a. licensed capacity of 23, 160 axle bearings 
(installed capacity of 60,000 axle bearings on three-shift basis) 
per annum. The licensed capacity was later raised to 35,000 nos. 
per annum in Februa ry 1973. 

10.3 The Ministry of Railways (Rai lway Board) had been 
procuring these axle bearings partly from firm 'A' and partly 
by import until 1966 and thereafter import was discontinued, as. 
the firm 'A' was able to meet the requirements of Railways. Since 
there was only one sourci.:: of supply and only one customer for 
the axle bearings, their procurement was done by the Ministry 
of. R ailways (Railway Board) after obtai·oing quotations on single 
tender basis and negotia ting a rate with the firm thereafter. 

10.4 The table below indicates the various orders for axle 
bearings (20.3 tonne) placed during 1959-1976, the price 
quoted by firm ' A', final negotiated price, value of the orders, 

21 



increase in price over the last purchase price and the percentage thereof : 

Month of order No. of axle Price per Unit Value of Increase Percen tage 
bearings ordered order over increase 

Quoted Negotia ted (Rs. in previous 
cron:s) Price 

Rs. Rs. Rs. 

October l 959 . 4 ,696 795 660 0 .31 

February 1961 24,000 700 675 1.62 15 2.3 

May 1962 20,000 807 708 1.42 33 4. 8 

April 1963 30,000 Not ava ila ble 715 2 . 15 7 1.0 

July 1964 42,000 750 .50 715 3 .00 

February-March 1966 36,000 733.91 715 2. 57 Iv 

30,000 
N 

January 1967 820 768 2.30 53 7 .4 

March 1%8 16,800 812 780 J. 31 12 J. 5 

July 1969 40,000 1,120 973 3. 89 193 25 .0 

December 1970 22,352 1,265 1,023 2.29 50 5. 1 

August 1972 (i) 20.000 fo r deli- I 1,140 2.28 ll 7 11.4 
very upto 3/ 73 }- 1,300 

( ii) 30,054 for deli- 1 1. 197 3.60 174 17 .0 
very after 3/73 j 

May 1974 33,000 3,010 2, 100 6 .93 960 82.5 

July 1975 42,000 3,500 2.500 10 .50 400 19.0 

August 1976 (i) 36.000 2,50 'J 2,475 8 . 9 1 (- )25 (- )1.0 
(ii) 9,000 (under 2,450 2.20 (- )50 (- )2.0 
option clause) 

' 
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10.5 As would be seen from .above, till March 1966 the 
d ifference in prices negotiated for successive orders was marginal. 
However, in the subsequent period i.e. since January 1967, after 
the import of axle bearing was stopped, the increase in price 
under contrn.cts for the years 1969 and 1974 went up sharply. 

J 0.6 In February 1973 the residual requirements of axle 
bearings for 1972-73 as well as the full requirements for 1973-74 
"''ere assessed at 1,04,422 nos. These were required for wagon~ 
to be fabricated upto March 1976. 

10.7 Since the indigenous capacity of 35,000 nos. per annum 
was considerably short of the ,assessed requirement, in July 1973 
the Ministry of Railways (Railway Board) considered ,it necessary 
to meet the demand 'for axle bearings by resorting to import. It 
was also felt that the global tenders would est,ablish most compe­
ti tive rates for imports and also provide data for testing the 
reasonableness of the rates quoted by the sole indigenom 
manufacturer. 

I 0. 8 Consequently, in November 1973 global tenders were 
fl oated for procurement of 1,04,422 nos. of axle bearings. The 
global tenders were opened on 20th December 1973 and 
the following technically acceptable tenders were received 

s. 
No. 

Tenderer 

(1) Fi rm'A', Jaipur 

(2) Firm 'B', Poland 

(3) ri rm ' C', Bombay 

(4) Firm 'D' Baroda 

(') Fi rm 'E', Secunderabad 

Rate per 
uni t 
(Rs .) 

Remarks 

3,010 Fully indigenous offer subject 
to escala tion for wages, raw 
m1ted a ls am! power. 

2,366 Offer subject to negot iation and 
involved fore ign exchange on 
rupee payment ba~is . 

2,844 Offer fu lly imported. 

(i) 2,5021 Import with 'different pro­
(ii) 2,530 ~ portions of indigenous con­

(ii i) 3, 196) lent. 

3,034 Import wi th part ial ind tgenous 
content. 

NOTE I . Rate against S . No. I is ex-Jaipur. 
2. R1tes against S. Nos. 2 to 5 represent hnd~d cost. 
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10.9 In February 1974 the requirement of axle bearings was 
reviewed in the light of the reduced target of wagon production 
for the years 1974-75 and 1975-76 due to financial constraints. 
The number of axle bearings required was reduced from 1,04,422 
to 66,000 nos. It was, therefore, decided to procure only 
66,000 axle bearings against global tender opened in 
December 1973. 

10.10 The Ministry of R ailways (R ailway Board) also decided 
(February 1974) that negotiations should be conducted only 
with firms 'A ' and 'B', as preference wa-; to be given for 
procurement, to the maximum extent, from indigenous and rupee 
payment sources. A s a result of the negotiations held during 
March-Apr}! 1974, the firms quoted revised p rices as under : 

Tenderer Rate per Quantity 
Unit Offered 

F irm ' A', Ja ipur 
(Rs.) 
2. 100 33,000 

Firm ' B", Pola nd 1,824 25,000 

Norn : I. Rate of fi rm 'A' is ex-Ja ipur. 

Remarks 

I n its origina l quota tion the firm 
ind icated its a bili ty to meer 
the entire requirements of 
the Rai lway without speci­
fying the qua nti ty offered . 
During negot iations the firm 
was asked to quote a fi rm 
price at least for 41 ,000 nos. 
which was assessed to b..: 
capable of being ma nufac­
tured with the indigenous 
capacity ava ilable upto Dece­
mber 1975 . 

T he firm agreed to tbe Railways 
exercising a n option to o rder 
addi t iona l JO per cen t before 
Novem ber 1975. 

2. R -ite o f firm 'B" represen ts landed cost. 

10.11 In April 1974, firm 'A' informed the M inistry of 
R ailways (Railway Board) that they were capable of meeting the 
entire requirements of the R ailways vi;:.. 66,000 nos. ; but due to 
uncertain price situation for raw material it was not possible to 
give a firm commitment for p1ice for quantities beyond 33,000 
nos. to be supplied by March 1975. The firm added that pr ice 
for the supplies to be made after this date were to be negotiated 
at a later date. 

• 

-
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10.12 On the assurance of firm 'A' to meet the entire 
requirements, the Ministry of Railways (Railway Board) decided 
(May 1974) not to make any imports from firm 'B'. Out of 
the total requirement of 66,000 axle bearings, only 33,000 nos. 
were ordered on firm 'A' at the negotiated price and for the 
balance requirements beyond March 1975, the price was left to 
be negotiated subsequently . 

10.13 In May 1975 the Ministry of Railways (Railway 
Board) floated a single tender enquiry from firm 'A' for 30,000 
nos. of 20.3 tonne axle bearings representing the quanti ty left 
uncovered for the wagon production requirements upto March 
1976 (including 5,000 nos. for maintenance requirements) wi th 
the option to order additional 50 per cent. 

10.14 As will b e seen from the table in para 10.4 above, 
firm 'A' quoted (June 1975) Rs . 3,500 per axle bearing for an 
order of 42,000 nos. In negotiations the p rice was rcducea to 
Rs. 2,500 for an order for a firm quantity of 42.000 nos. Orde r<> 
were placed at this price in July 1975 for 42,000 nos. of axle 
bearings i.e. in excess of the assessed requirement (30,000 nos.) 
of the Railways. 

10.15 The following points deserve consideration about the 
orders placed and the price given to firm 'A' from time to time : 

(i) The major requirement of the R ai lways is for axle 
bearings of 20.3 tonne. The price of other types 
of axle bearings (viz 16 tonne, 22 .5 tonne etc.) 
is derived from the price settled for 20 .3 tonne axle 
bearing taking into account the material content of 
the other axles. Consequently, determination of the 
reasonableness of price of 20.3 tonne axle bearings 
was of paramount importance. 

(ii) The price of the first contract for the order in 1959 
was settled with firm 'A' by allowing 25 per cent 
price preference over the landed cost of the imported 
bearing and price of indigenous axle boxes and 
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mounting charges. The price settled in the lir~t 

contract was treated as the base price in subsequent 
contracts and escal&tion was allowed in the price of 
raw materials, components, wages, etc. as justified 
by the firm to the Tender Committee appointed by 
the Ministry of Railways (Railway Board) to 
negotiate and settle the price. During riegotiatioM 
the Tender Committee did not call for break up of 
the labour and material content and cost of 
production. In the absence of a cost analysis there 
was no means of ensuring that the prices settled in 
negotiations for the various orders were reasonable 
even after the indigenous production of the axle 
bearing had been stabilized and stepped up. 

According to the Ministry of Railways (Railway 
Board) (October 1979) , the question of cost 
examination of the records of firm 'A' was taken up 
(December 1970); but the firm turned down the 
proposal as unfair and suggested that in the event 
of cost examination being agreed to, the Railway 
should pay the higher cost, if justified by the co~t 
examination, and also escalations during the currency 
of the contract. 

(iii) The price negotiated with firm 'A' for the contract 
of 1974 viz Rs. 2,100 per axle bearing was about 
15 per cent higher than the revised price of Rs. 1,824 
(landed cost) offered by fi rm 'B' after negotiatioru. 
The price of firm 'A' was also unduly excessive 
keeping in view that the supplies of firm 'B' would 
have to bear the inciden.cc of ocean freight, insurance 
and customs duty. The price of Rs. 2. I 00 allowed 
to firm 'A' was, therefore, substantially in excess of 
the established international price and involved price 
preference computed at Rs. 91.08 Iakhs for 33,000 
axle bearings ordered on them. 

-

-
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The Ministry of Railways (Railway Board), 
however, maintained (October 1979) that, as the 
purchase decision to place orders on firm 'A' was 
made on the basis of available indigenous capacity, 
the question of price preference of firm 'A' did not 
arise. While making such purchase from indigenous 
source reasonable price was only to be settled. 

(iv) While the indigenous manufacturer was allowed the 
price in excess of established international price for 
33,000 axle bearings, 25,000 nos. of axle bearings 
plus 10 per cent additional quantity which could 
have been procured from firm 'B' at a lower price, 
were carried over for procurement from firm 'A' 
after March 1975, even though the latter had refused 
to give any commitment regard!ng the price or agree 
to a pricing formula for such supplies. The 
objective . of floating global tender for securing 
competitive rates and judging the reasonableness of 
the quotation of the sole indigenous manufacturer 
was thus defeated. 

The Ministry of Railways (Railway Board) 
maintained (October 1979) that the price revealed 
by the global tender was made use of while 
negotiating the prices with firm 'A' and hence the 
objective of floating global tender was fully achieved. 

Since firm 'A' had expressed its ability to 
meet the entire requirements of the Railways and 
refused to settle the price for the suppl ies to be 
made after March 1975, it was not in the financial 
interest of the Railways not to have imported the 
requisite no. of axle bearing viz 25,000 nos. from 
firm 'B', considering that its price was lower by 
Rs. 276 per axle bearing and involved an extra 
expenditure of Rs. 69 lakhs, if these had been 
ordered on firm 'A' at that time itself. In this 

S/23 C&AG/79-3 
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connection it is relevant to mention that the Ministry 
of Railways (Railway Board) was aware at that time 
that the price to be paid for any subsequent order 
on firm 'A' was bound to be higher than the price 
negotiated in April-May 1974. Consequently, the 
price to be paid for the supplies to be received 
after March 1975 was likely to be higher than even 
Rs . 2,100. 

The Ministry of Railways (Railway Board) 
stated (October 1979) that during negotiations firms 
often reduce prices taking into account various 
factors like booking idle capacity etc., to secure 
orders and hence only the original lowest quotation 
(Rs. 2,366) of December 1973 of firm 'B' and not 
its revised price (Rs. 1,824) , could be considered 
as an established international price, compared to 
which the negotiated price (Rs. 2.100) of firm 'A' 
was not excessive. 

(v) As seen from table above, 42,000 nos. of axle 
bearings were ordered on firm 'A' in July 1975 
@Rs. 2,500. These 42,000 axle bearings included 
25,000 nos. which could have been procured in 1974 
from firm 'B' @Rs. 1,824, but were reserved for 
firm 'A' on the assurance that it could meet the 
entire requirement of the Railway->. In the result, 
this, involved an extra expenditure of Rs. 1.69 crores, 
which would go up to Rs. 1.86 crores, if the 
commitment of firm 'B' for 10 per cent additional 
quantity is also taken into account. 

The Ministry of Railways (Railway Board) 
maintained (October 1979) that since the entire 
requirement of Railways could be met by firm 'A', 
import was not considered inescapable even though 
the price for subsequent purchases was expected to 
be higher. 

-
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(vi) The price of Rs. 2,100 allowed for the contract of 
1974 could be justified on the basis of escalation 
over the previous contract price in the cost of material, 
w·ages etc., upto Rs. 2,020 only. Tbe extra price 
of Rs. 80 over and above the escalated price as per 
the previous contract was accepted by the Ministry 
of R ailways (Railway Board) as being due to 
"unquantifiable factors". Prima-facie, the price 
paid was excessive with reference to the formula 
then adopted for price fixation. 

According to the Ministry of Railways (Railway 
Board) , the difference (Rs. 80) between the revised 
offer of furn 'A' and the updated last contract price 
was attributable to unquantifiable factors other than 
escalations in steel, brass and wages which were not 
considered while estimating the price for May 197 4 
contract. 

(vii) 111e following further distortions were noticed in the 
price of Rs. 2,100 per axle bearing settled in May 
1974: 

(a) The escalation in the price of special class steel 
was assumed to be Rs. 2,000 per tonne over the 
previous contracted price. According to the rates 
of the Mysore Iron and Steel Limited (since 
renamed Visvesvarayya Iron and Steel Limited­
VISL) the rates actually charged by VISL for 
different specifications of special class steel had 
increased by a maximum of Rs. 700 per MT 
since the last contract of August 1972 till May 
1974. This could justify an increase of 
Rs. 31.50 only as against Rs. 90 per axle bearing 
actually allowed. 

According to the Ministry of Railways 
(Railway Board) (December 1979) the basis on 
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which escalation for special steel price was taken 
as Rs. 2,000 per MT could not be readily traced. 
The Ministry of Railways (Railway Board) added 
that on receipt of the audit para, firm 'A' was 
asked to indicate the prices paid by it to VISL 
and it furnished copies of two invoices relating to 
February 1972 and August 1974. which showed 
an increase of Rs. 2,600 per MT compared to 
1972 price. 

The invoice of August 1974 could not 
obviously have been ava ilable (March-April 1974) 
to the Tender Ccmmittee al the time of finalisation 
of the May 1974 contract. Hence there was no 
justification to allow an increase of R s. 90 per 
axle bearing on account of escalation for special 
steel price (Rs. 2,000 per MT) 

(b) An additional escalation of 10 per cent over the 
last contract price was admitted withou t spelling 
out the items for which this was warranted or 
otherwise justifying the same. 

The Ministry of Railways (Railway I3oard) 
stated (October 1979) that though reasons for 
adopting add itional 10 per cent escalation in 
arriving at price of axle bearing had not been 
spelt out by the Tender Committee, this was 
obviously to cater for future escalation in mate rial/ 
wages. 

10.16 Financial implication on account of excess price 
escalation for special class steel (Rs. 58.50) , 10 per cent ad hoc 
tscalation for unidentified items (Rs. 96) and the increase 
attributed to unquantifiable factors (Rs. 80) involved an extra 
payment of R s. 77.39 lakhs for 33,000 axle bearings ordered on 
firm 'A' in May 1974. 

-
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10.17 The justification given by the Ministry of Railways 
(Railway Board) is not tenable for the following reasons : 

(i) Examination of cost data : Since it was a case of 
single tender purchase due to monopoly of the 
manufacturer and the sole tender formed the basis of 
price fixation, it was desirable for the Ministry of 
Railways (Railway Board) to get the break up of 
the cost data. 

(ii) Price paid under the contract of 1974 : It was 
untenable on the part of the Ministry of Railways 
(Railway Board) to maintain that the original tender 
of Rs. 2,366 (landed price) as against the negotiated 
price of Rs. 1,824 of firm 'B' represented the true 
international price. 

The fob price i.e. excluding customs, insurance 
and freight of firm 'B' works out to Rs. 1,550 as 
against R s. 2,366 (landed price) originally tendered 
by firm 'B' and Rs. 2,100 negotiated in respect of 
indigenous firm 'A'. 

Again, in the absence of cost data and payment 
of a price higher than the negotiated landed price 
Rs. 1,824 of firm 'B' it is evident that the reasonable­
ness of the indigenous price of Rs. 2, 100 was not 
established. 

(iii) Indigenous price excessive : The fact that the 
negotiated landed price of fi rm 'B' viz Rs. 1,824 
(fob price works out to Rs. 1,180) is Rs. 276 only 
per axle bearing less than the negotiated price of 
firm 'A' and which is not loaded with customs, 
insurance and freight establishes that the price paid 
to firm 'A' was not reasonable. 
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(iv) Failure to make firm commitment regarding supplies 
for 1975-76 : It was inexpedient and imprudent on 
the part of the Ministry of Railways (Railway 
Board) not to have insisted on a firm commitment 
by the indigenous firm 'A' regarding the price of 
25,000 axle bearings to be supplied in 1975-76 
keeping in view the fact that the manufacturer had 
the monopoly of production, was not willing for cost 
examination and the price asked for and eventually 
given were comparatively high. ) 

In consequence, the suppi!cr had derived an 
undue benefit at public exchequer estimated 
at Rs. 1.69 crores to Rs. 1.86 crores ostensibly 
from the State policy of import substitution. 

(v) Financial benefit derived by the indigenous firm : 
The price benefi t allowed to firm 'A' for unjustified 
and unquantified increases in the cost of production 
including escalation in the price of steel amounted in 
all to Rs. 77.39 lakhs. 

10.18 The prices for the orders placed in July 1975 and 
August 1976 for 42,000 and 45,000 axle bearings respectively, 
being determined with reference to the base price of Rs. 2, 100 
settled for the contract of May 1974, allowe<l the escalations for 
unidentified items (Rs. 96) and unquantifiable factors (Rs. 80) . 
This benefit would work out to about R 'i . 1.53 crores for the 
supplies under the above contracts. 

11 . Procurement of traction motors, pinions and gears 

-

-

The Chittaranjan Locomotive Works (CLW) had a capacity )... 
to manufacture 360 tracti on motors per annum for the AC 
electric loco manufactured by them. fo the Fifth Five Year Piao 
the requirements of locos were assessed as 100 locos per year to 
meet the increased traffic demand, which in turn required 660 
traction motors per annum (requirement per loco being six motors 
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plus 10 per cent spare) . During 1971-72, the production of 
traction motors at CLW had suffered a serious set back due to 
certain defects in th~ design of the motor. (Th~ fai lure in tbe 
design of traction motors bad been commented in para 10 of 
the Report of Comptroller and Auditor General of India for the 
year 1972-73-Union Government (Railways ) and dealt with by 
Public Accounts Committee in their two hundred and twenty 
fourth Report (J:ifth Lok Sabha) ). i t was then considered 
adviseable to import a sizeable number of traction motors lo 
keep up loco production and to obtain foreign collaboration for 
undertaking manufacture of an alternative and more robust 
traction motor in the country in view of design problems with the 
existing design of traJ;tion motors manufactured by CLW. 

In January 1973 the Ministry of Railways (Railway Board) 
invited a global tender for purchase of complete traction motors 
as well as for obtaining the technical know-how for production 
in the country. In June 1973 it was decided that a new factory 
be set up by the Railways for manufacture of the new electric 
traction motor with foreign collaboration. As per the project 
report prepared in August-September 1973 this new factory was 
to be set up at Nasik at an estimated cost of Rs. 9.38 crores. 
After considering the various offers received, the lowest offer of 
a Japanese firm was accepted (November 1973) and an order 
was placed for 400 nos. of traction motors (Japanese design), 
400 sets of gears and pinions, jigs, tools, etc. The fob value of 
the supply contract wns Rs. 5.48 crores approximately. The 
supply contract was to become effective only on execution of the 
collaboration agreement with the Japanese firm for the indigenous 
manufacture of the motors. The collaborat1on agreement for the 
indigenous manufacture of the Japanese design of traction motors 
was signed on 25th January 1974 anJ accordingly the supply 
contract became effective with effect from the same date. 

The contract provided for shipment of 12 prototype traction 
motors (later in August 1974 amended to 14) in the first instance 
for extensive service trials in India, and the balance 388 (later 
in August 1974 amended to 386) traction motors were to be 



34 

supplied in a phased manner after approval of the prototype 
(after extensive service trials in India) . The pinions and gears 
were to be supplied at the rate of 30 to 60 sets per month and 
to be shipped four (later in August 1974 amended to two) 
months ahead of traction motors s•Jpply. 

In July-August 1974, due to financial constraints, the 
Ministry of Railways (Railway Board) decided to scale down 
the AC electric loco production from 100 to 50, and 
correspondingly, the number of traction motors therefor had to 
be scaled dowu to 400 per annum. By then (August 1974), 
the problem faced in the existing design of traction motors was 
overcome and the production was well established by CLW. 
It was, therefore, felt that CLW would be able to meet the 
entire requirement of traction motors for the Railways and the 
setting up of the new factory at Nasik commenced in 1974-75 
with acquisition of land, was, therefore, not progressed. 

The Japanese firm could not ship even a single prototype 
motor by the stipulated date i.e. 25th October 1974, as the 
prototype did not pass the required tests in their factory owing 
to poor commutation. As the failure of the Japanese firm in 
this regard constituted a breach of contract, the Ministry of 
Railways (Railway Board) could have cancelled the collaboration 
and supply contracts at this stage (October 197 4) in view of 
the fact that the need for the Japanese motors no longer existed 
due to the production of the motors of existing design by CLW 
having been stabilised. However, this was not done and RDSO 
continued to correspond with the firm on the design changes to 
overcome the commutation problems. The firm has still 
(December 1979) to produce a successful prototype. 

In the meanwhile the firm on the other hand, supplied 
140 sets of pinions and gears during November 1974-April 
1975, as against the contract provision for initial supply of 
14 sets of pinions and gears required for the 14 prototype traction 
motors and the balance to be kept ready for shipment pending 
approval of prototype. The value of the 140 sets of pinions and 
gears is about Rs. 14.46 lakhs (F.E. : Rs. 9.84 Iakhs) against 
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which payment of Rs. 5.61 lakhs being the value of 14 sets of 
gears and pinions and cost of freight, insuranc~, and customs 
duty for the entire consignment of 140 sets had been made 
(March 1975). Alternative use of these gears and pinions with 
any other traction motor under production by CLW had been 
ruled out (February 1977) by RDSO due to compatibility 
problems. 

Legal opinion obtained (January 1978) by the Ministry of 
Railways (Railway Board) indicated that the supply contract 
could not be cancelled nor the quantities reduced unilaterally as 
the contract bad been kept alive by the Railways through 
continued correspondence and discussions with the firm by 
RDSO on technical modifications for the motor. 

Taking into account the legal advice the Ministry of Railways 
(Railway Board) finally decided (October 1978) to reduce the 
number of traction motors to be imported from 400 to 50 with 
an option for additional 92 motors at reduced price (less 9.52 
per cent than the original contract price). It was also decided 
that the final option for dropping the collaboration agreement 
or availing the same could be taken after the Japanese firm 
successfully proved the motor in field trials (expected to be 
completed in about a year and a half) . Accordingly, in 
December 1978, the Ministry of Railways (Railway Board) 
proposed an amendment to the supply contract of November 
1973 with the Japanese firm. The fob value of the contract, 
when amended for 142 sets of traction motors would work out 
to Rs. 213 lakhs. 

The Japanese firm did not accept (January 1979) the 
proposed amendment and suggested a number of modifications. 
In a separate communication on 22nd January 1979, the firm also 
expressed their willingness for termination of the supply contract 
without any financial repercussions on either side. No final 
decision on the firm's proposal has so far (December 1979) 
been taken by the Ministry of Railways (Railway Board) . 
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Jn this con!lection the following points require consideration : 

(i) The supply and collaboration contracts with the 
Japanese firm were concluded due to large scale 
failures of traction motors manufactured by CL W 
during 1971-72 and shortfall expected to meet the 
full requirement of R ailways. With the production in 
CLW, being stabilised since 1974-75 and the require­
ment of traction motors having been scaled down 
to 400 which could be met in full by ~LW. the 
Ministry of R ail ways ( Railway Board) decided not 
to proceed with the sett ing up of the new unit for 
production of traction motors at N asik. In spite of 
these developments the Mi nistry of R ailways (Rai­
way Board) did not take advantage of the breach 
of contract in October 1974 to terminate the supply 
contract due to the failure of Japanese firm to 
develop successfull y the prototype motors within the 
stipulated period. 

(ii ) The pinions and gears were required only for the 
assembly of traction motors to be obtained under 
the supply contract. T he supply of pinions and 
gears. even before the prototype traction motors had 
been proven, was pr~malure . These are lying 
unused pending receipt of matching traction motors. 
There was no obligation on the part of the M inistry 
of R ailways (Railway Board) to have received the 
140 sets of pinions and gears of the value of 
Rs. J 4.46 lakhs. In fact, it is open to the Ministry 
of R ailways (Railway Board) to return these pinions 
and gears to the supplier , since acceptable traction 
motors have not been delivered. 

(iii) Since CLW has been able to produo~ traction motors 
of the requisite design and requirements since 
1974-75 and consequently there was no need for 
manufacturing and importing traction motors of 

-
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alternative design as eovis::iged under the collaboration 
and supply agreements with the Japanese, it is not 
clear as to why in October 1978 the Ministry of 
Railways (Railway Board) decided to keep alive the 
r.ollaboration agreement. 

(iv) Since the Japanese prototype traction motors had 
not been proven even by December 1979, there was 
no justification nor any obligation on tl~e part of the 
Ministry of Railways (Railway Board) to have 
proposed (December 1978) the import of the 
reduced number of traction motors, Pi-;, 142. 

(v) iDespite the reduction of 9.52 per cent in the original 
fob price now offered, the Japanese traction motor 
would now cost Rs. 2.33 lakhs against Rs. 2 lakhs 
for CLW motor (November/December 1978 price). 

The Ministry of Railways (Railway Board) st1ted 
(December 1979) that the design of the existing motors being 
manufactured by CLW would not be able to meet the likely 
requirements of the Railways for a heavy freight locomotive for 
hauling the increased volume of traffic in futur~ . Though no final 
decision bas yet been taken on the design of the heavy freight 
locomotive including the motor to be installed therein ( keeping 
in view the recommendation of the Motive Power Plan Committee 
for a locomotive having more tractive capability and, therefore, 
equipped with a higher horse power motor) , it wa~ considered 
expedient that Japanese motor which was more robust and bad 
higher horse power capability with 10 per cent more tractive effort 
than obtainable from the CLW motor, should continue to be 
available to the Indian Railway;; against the collaboration-cum­
supply agreements. It was in that context that the agreements 
with the Japanese were kept alive . 

The justifications furnished by "the Ministry of R ailways 
(Railway Board) for keeping the agreements with the Japaucse 
alive are, however, anticipatory in their nature inasmuch as the 
volume of traffic to be hauled and the design of the freight 
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locomotive r equired therefor have yet to be finalised by 
Government. More importantly, no justification was forthcoming 
from the Ministry of Railways (Railway Board) in keeping the 
agreements with the Japanese alive from 1974 to 1979 when 

(i) The CLW motor was technically suitable. 

(ii) The volume of production of AC motors by CLW 
was adequate to meet the requirement<> of the Indian 
Railways. 

(iii) It bad been decided in 1974 not to go ahead with 
the establishment of manufacturing the new type of 
motor under the collaboration agreement at Nasik. 
It may be noted that the supply agreement was a 
quid pro quo for the collaboration agreement with 
the Japanese. In 1974 also, there was no thinking 
on the part of the Railways for designing a more 
robust locomotive with a more powerful tractive 
motor for hauling heavier freight in the eighties 
to justify keeping these agreements alive. 

12. Procurement of centre buffer couplers and clevises 

On the basis of the quotations received (October 1973) for 
procurement of 18,872 ( later in March 1974 reassessed as 9,000) 
light weight centre buffer couplers (coupler), the Tender Com­
mittee appointed by the Ministry of Ra ilways (Railway Board) 
recommended (March 1974 ) the procurement from two firms 'A' 
o'f Bombay and 'B' of Calcutta at a: negotiated price of Rs. 4,000 
per coupler subject to the condition that the Railways would 
issue 560 kg of scrap per coupler on payment basis. The com­
mittee also recommended the procurement of 50,000 clevises (a 
compo·nent of the coupler) at a negotiated price of Rs. 150-187 
per clevis with a similar stipulat'ion of Railways' supplying scrap 
at the rate of 22 kg per clevis on the same payment terms. The 
Ministry of R ailways (Railway Board) approved the placement 
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of orders in October 197 4 and accordingly the following contract;; 
were awarded : 

Fi rm 
Quantity 

--- Date of contract 
Couplers Clevises 

Firm'A' 7th February 1975 

Firm ' B' 

3,000 

7,500 

15,000 

35,000 21st January 1975 

The contracts stipulated the followi·ng condition regarding 
the issue of scrap by the Railways : 

"Scrap @560 kg per coupler and 22 kg per clevis 
will be issued in a mix of 60 per cent heavy melting 
scrap and 40 per cent turnings and borings at the 
rate of Rs. 600 and Rs. 400 per tonne respectively 
ex-Railway Scrap Depots Calcutta/Greater Calcutta/ 
Bombay / Greater Bombay and the issue of such 
scrap wiJI be regulated on .a quarterly basis against 
full payment by the Contractor". 

Similar stipulation was being included in the contracts since 
1974, in the light o'f the suppliers expressing difficulty in getting 
melting scrap from the open market. T he intention behind the 
issue of scrap to these firms on payment of a fixed r.atc of 
Rs. 600-Rs. 400 was to delink the contract with .any fluctua­
tion in the price of scrap in the open market and accordingly the 
price of Rs. 4,000 per coupler and Rs. 150-187 per clevis was 
worked out on the basis of scrap price (Rs. 600 per tonne for 
heavy melting scrap and Rs. 400 per tonne for turnings and 
borings) indicated in the con.tr.act. Both the firms 'A' and 'B' · 
in their tenders stated that their tender rates were based on the 
assumption that the scrap would be available to them during the 
period of contract at the rate of Rs. 600 per tonne for heavy melt­
ing scrap and Rs. 400 per tonne for turnings and borings and that 
the Ministry of Railways (Railway Board) would arrange supply 
of scrap. This was to be a part of the contract. 
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The firms supplied the couplers and clevises during the period 
indicated in brackets below : 

Firm Couplers Clevises 

Firm'A' 3,000 15,000 
(Apri l 1975 - (February 1975 -
November 1975) June 1976) 

Firm 'B ' 7.500 35,000 
(March 1975- (January 1975 -
October 1976) October 1977) 

Firms 'A' & 'B' did ·not obtain any scrap from the Railways 
for manufacturing and supplying couplers and clevises. 

It was noticed by Audit that there bad been a decline in the 
price of melting scrap during the periorl 1974-75 to 1975-76 
as indicated in the table given below : 

(In Rs. per tonne) 

Western Region (Bombay) Eastern Region (Calcutta) 
Date 

J leavy Turnings Heavy Turnings 
Melti ng and Melting and 
Scrap Borings Scrap Borings 

1-4-74 1,050 800 n0 t available not available 

1-7-74 970 750-800 875 675- 725 

1-10-74 815 600-650 815 550-600 

1-1-75 540 350-400 600 350- 400 

J-4-75 425 300- 350 475 330- 350 
1-7-75 455 300--350 470 325- 375 
1-10-75 455 300-350 465 325- 375 
1-1-76 415 275- 325 415 275-325 

1-4-76 550 350-400 550 350-400 

1-7-76 625 400-450 640 425-475 

The Ministry of Railways (Railway Board) stated (Novem-
ber 1979) that both the firms 'A ' & 'B' did not avail of the 
facility of issue of heavy melting scrap and turnings and borings 
from the Railways against the contract for couplers/ clevises 
placed in Ja'nuary/ F ebruary 1975. 

--
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The following points need consideration in this case 

(a) Under an earlier contract (May 1974) for supply of 
couplers, firm 'A' had accepted heavy melting scrap 
( 466 tO'l1nes) and turnings and borings ( I 50 tonnes) 
from the R ailways at the stipulated price of 
Rs. 600/ 400 per tonne. Similarly firm 'B' also 
accepted he.avy melting scrap (433 tonnes ) at the 
stipulated price against their earlier contract ( April 
J 974) . During that period, the market price of 
scrap was h igher than the price fixed under the 
contract for Railway supply and h.ad just started 
declining. 

(b) Firms 'A' and 'B' took advantage of the fall in the 
market price of heavy melting scrap and turnings 
and borings by not obtaining supply of scrap from 
the Railways as stipulated in the contracts (January/ 
February 1975). They, however, obtained payment 
for the supplies of couplers/clevises at the r:iles 
stipulated in the contracts which had been fixed 
taking into account a higher price (than the market 
price) for the scrap. The benefit derived by them 
amounted to Rs. 7. 71 lakhs. 

( c) While the co'nditions of the contract protected the 
interest of firms 'A' and 'B' from fluctuations in 
scrap prices above the level of Rs. 600 / 400 per 
tonne, no such safeguard was ensured to protect the 
interest of the Railways from simil ar fluctuations 
bringing scrap prices below the level stipulated in 
the contract. 



CHAPTER III 

METRO RAILWAY, CALCUTTA 

13. Concessions given to a contractor for constrnclion of sub-w:iy 
structures 

I. lntroductio11 

13.1 In the Calcutta Me tro Ra il way the r.aiJway line in most 
of its length ( 16.43 km from Dum Dum to Tollyganj) is to be 
]aid in rectangular reinforced cement concrete boxes constructed 
under ground. For the execution of engineering works the Pro­
ject has been divided into a number of. contract sections and tbe 
cut a nd cover method is mainly being adopted. In the cut .a:nd 
cover method a trench is excavated along the proposed alignment 
and reinforced cement concrete boxes are co·nstructed in tbe 
trench at appropriate depth. On completion of the construction 
of boxes the trench is fi lled with earth and the surf.ace is restored. 
The sides of excavation, during excavation .and construction of 
the sub-way structures, arc supported ei ther by sheet piles o r ' H ' 
piles driven into the ground or by construction of d iaphragm 
walls. 

13.2 A review in Audit of the execution of sub-way structure 
work between Durn D urn and Belgachia stations (Contract 
Secti on 2) ind icated grant of extra contractual payments and 
changes in tbe scope of work and method of construction 
which are d iscussed below. 

13.3 The changes in the scope of work and construction 
methodology as well .as extra contractual payments sanctioned 
during the execution of the contract vitiated the comparative 
evaluation of tenders made initially for purpose of awarding the 
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contract and al o involved additioruil liability of about R s. 72.28 
lakhs. As a result, the work estimated to cost R s. 175 1akhs 
at the tender stage and evaluated at 259.92 Jakhs under the 
contract awarded eventually may cost over Rs. 332 lakhs. 

II . Evafuatio11 of tender and award of contract 

13.4 The Railway Administ ration invited (November 1972) 
open tenders for construction of sub-way structures (rectangular 
reinforced cement concrete boxes) to form sub-wa y tunnels for 
carrying underground railway lines in Contract Section 2 between 
Dum Dum and Belgacbia stations at an estimated cost of R s. 175 
la khs. According to the tender, sheet pile and 'H ' pile tech nique 
and open sloped excavation were to be adopted for the substruc­
ture work. The Project Report (October 1971) of the Calcutta 
Mass Rapid Transit System (MRTS ) envisaged extraction of 
the imported sheet piles and re-using them once, keeping in 
view the depth to which the sheet piles would have to be driven 
and the corrosive nature of Calcutta soiJ. 

13.5 The tender documents indicated following quantities of 
sheet piling to be done with imported sheet p iles : 

(Quantity in MT) 

(i) fni tia l driving of shee t piles (Ist use) . 1820 

(ii) Re-drivi ng of once used sheet pi les (2nd use) 1 746 

(iii) Extraction of sheet piles (driven and re-dri ven. vide (i) & (ii) atove) 3566 

Steel material for these works as well as other temporary 
steel works (like 'H ' pile steel strutt ing and waling were to be 
supplied by the Railway Ad ministration subject to the recovery 
of f ull (100% ) cost from the contractor 's running bills. On 
return of the material in good condition, the contractor was to 
be refunded 90% of the cost. 

13.6 Out of seven firms which quoted against the tenders 
(opened in March 197 3) the offer of firm ' A' was in accordance 
with the tender conditions stipulated by the Railway Adminis­
tration. F irm 'B', a ~rnblic sector undertakin g, submitted two 

S/23 C&AG/79--4 · 
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offers. The first offer was as per Railway's conditions in addi­
tion to some special conditions. The second alternative offer 
was entirely as per its own conditions. The alternative offer 
of fi rm 'B' was on the basis that no recovery for cost of material 
issued for temporary works should be made at the outset; only 
10% recovery might be made for eacb cycle of operation subject 
to a maximum of 25% . 

13.7 The Tender Committee evaluated the tenders taking 
into account the special conditions. The offers of firms 'A' and 
'B' were evaluated as under : 

(i) Firm 'A ' 

(ii) Firm ' B' with their own cond itions 

( ii i) Firm 'B" with Railway condi tions and special conditions 

(Rs. in la khs} 

265. 19 

274.80 

279.23 

The Tender Committee in June 1973 recommended for 
acceptance of the lower offer (Rs. 265.19 lakbs) of firm 'A', who 
bad not stipulated any special conditions. Accordingly, the Rail­
way Administration recommended (June 1973) to the Ministry 
of R ai lways (R ailway Board) the .acceptance of this offer, as 
this was considered "reasonable taking the tender as a whole' ' . 

13.8 In response to various queries from the Ministry of 
Rai lways (Railw.ay Board) , the R ai lway Administration clarified 
(June 1973-September 1973) inter a/ia as under: 

(i) If the portion of work to be done by sheet piling 
was deleted from tb.e scope of the tender, the inter se 
position of the tenderers would change very substan­
tially. 

(ii) The co11ditio11 of work in this particular section was 
best suitable for trying out the sheet pile method. 

(iii) It would not be very difficult to get the required 
qua·ntitics of steel sheet piles from indigenous 
sources. 

-
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13.9 The Ministry of Railways (Railway Board) directed 
\( October 1973) the R ailway Administra tion : 

(i) to conduct negotiations with firms ' A' nod 'B" with 
a view to obtaining reduction in rates and withdrawal 
of unusual conditions st ipulated by firm 'B', 

(ii) to have a ' h,ard look' again at the ,quantities ot bulk 
work (like sheet and 'H ' piling etc.) as during exe­
cution these quantities may significantly change the 
overall cost and competitiveness amongst the 
tenderers, 

{ iii) to stipulate terms for realising cost of material on 
the basis of actual depreciation for P.nal 
adjustment and for initial recovery of specified 
depreciation from contractors' bills, and 

( iv) to make it clear to the teoderers that "full deduction 
for unextracted piles would be made as per t~nder 
conditions". 

13.10 Accordingly, tl1e R ailway Administration reviewed and 
-revise.cl (October 1973) the qu,antities for sheet .,Pile work as 
under : 

( i) Init ial driving of sheet piles (!s t use) . 

( ii) Re-driving of once used sheet p iles (2nd use) 

(iii) Extract ion of sheet piles [driven and re-driven, 
vide (i) and ( ii) above}. 

(Quant ity in MT) 
Ind'gcnous !mpcr ted 

ri les Piles 

1595 

1435 

3030 

1000 

600 

1600 

13. 11 Negotiations were conducted ( November 1973) with 
1he two firm s 'A' and 'B', taking into account the revised quanti­
ties, revised basis of recovery for cost of sheet piles at 50%· 
as against 100% originally proposed in tender documents and 
,possible use of indigenous piles. 
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After negotiations the Railway Administration recommended 
(Novembe.r 1973) for acceptance by the M inistry of Railways 
(Railway Board) of the revised negotiated offer of firm 'A' at a 
total value of R s. 259 .92 lakhs indicating lhat this firm had 
offered the same rates for sheet pil ing irrespective of the use of 
imported or indigenous sheet piles. 

13.12 T he Ministry of R ai lways (Rai lway Doard) pointed 
out (December 1973) that the rates quoted by firm 'A' for 
various sheet piling work "were not rational as very high rates 
had been quoted for the first use and very low rates had been 
quoted for the same work for the so:;oml use". It further 
observed that the intention (of the firm) appeared to recover 
the entire cost of steel at tbe fi rst ava ilable opportunity. This 
point assumed great importance inasmuch as that the fi rm might 
not have any incentive to execute the second operation ( extrac­
tion) . The Tender Committee was, therefore, asked to go into the 
analysis of all the rates offered bv firm 'A' with a view to judge 
their reasonableness. 

13.13 The Tender Committee after a discus ion with firm 'A' 
in December 1973 indicated that the firm's clarifications on the 
structure of its rates were of general nature and did not enable 
the Committ~ in formi ng any accurate judgement about the 
reasonableness of rates. The Tender Commit tee fu rther reiterated 
their earl ier view that it would not be p racticabk to establish the 
reasonableness of each itemised rate in the first few project 
contracts ro be awarded by Metro Railway and that decisions 
might be taken on the basis of reasonableness of the overall value 
of the tenders. 

13.14 The Ministry of R.ailways (Rai lway Board) in January 
1974 accepted the negotiated offer of firm 'A' valued at 
Rs. 259.92 Jakhs, based on initial recovery of 50 per cent cost 
o.f steel material for temporary work and revised q•.iantities of 
sheet piling. Accordingly, the letter of acceptance was issued to 
firm 'A' in March 1974, stipulating that the rates would hold 
good for both imported and indigenous piles and that the 

-
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discretion to use either of the !wo types rested with the 
Administration. The contract executed stipulated completion of 
the entire work within 36 months i.e. by Sth March 1977. 
However , the work from km 1.118 t o km 1.452 (Phase T) 

should be given priority and completed in 18 months i.e. by 
5th September 1975. The time was to be the essence of the 
contract. The contract was a firm price contract and no 
escalation was permissible.. 

13.15 During the execution of the contract, firm 'A' was 
allowed certain financial concessions not stipulated in the 
contract. Furthe r the scope of work was modified in that 
certain items of work required to be performed by firm 'A' were 
dispensed with. These are as below : 

(i) Escalation in rates was allowed to the firm even 
though it was a firm price contract. The financia l 
implication of the escalation in rates is ( as estimated 
by the Railway Administration) R s. 15 bkhs 
(see para 13.25 below). 

(ii) Amounts recovered from the lirm towards the Cl'St 
of material for temporary steel works were r~·fun<lccl 

to the firm prematurely, even before the material 
was returned to the Rai lway Administration in 
contravention of the conditions of contract (_ce para . 
13.51 below). 

(iii) The Ra ilway Admjnistration decided (4th April 
1977) to leave the once l.!riven sheet piles buried in 
the ground. Accordingly the second and third 
stagc:s of operation-extraction a nd second driving 
of sheet piles by way of re-use (the firm's rates ro; 
which had been conside red very low as compared to 
the rates for first driving) were given up (sec paras 
13.34 a nd 13.35 below). 

(iv) Tbe relaxation in contract conditions· mentioned in 
sub-para ( ii ) above resulted in the recovery of 
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material being restricted to 10 per cent of their . 
value as against 50 per cent decided upon in 
negotiations and as stipula ted in the contract. 

13.16 In the context of concessions shown to firm 'A' viz 

(i) escalation in rates, 

( ii) restncttng the recovery for the value of material to 
10 per cent as against 50 per cen t, and 

( iii ) non-extraction of sheet piles, 

the original offer of firm 'B' (a public sector under taking) 
on its own conditions which inter alia stipulated 10 per cent 
recovery by the R ailway Administration of the cost of material, 
would become lower by Rs. 18.92 Iakhs than the tendeT of 
fi rm 'A'. I n other words, the comparative evaluation of tenders 
made at the time of negotiation was vitiated by the subsequent 
modifications made in the contract in favour of firm 'A' as against 
fi rm 'B'. The comparative financial implications are indicated 
below : 

Va lue of bas ic offer modified fo r use of ind igenous sheet 
pile, . 

Le s value of entire quantit y of sheet pile work 

Add value o f sheet p ile work actually do ne 

Add value of specia l conditio ns of firm ·n· includi n g 
e ca la tion limi ted to R s . 7 lakhs 

Adel csca liltion a llowed to fi rm ·A· 

Le~~ I % rebate offered by firm 'B' during oegoti iatio n . 

(R . in 

Firm ' A' 

249 . 29 

(- )24. 69 

18. 40 

15 .00 

258. 00 

la khs) 

Fi rm 'B ' 

239 . 98 

(- ) 29 .64 

17. 29 

J 3. 85 

241 . 48 
(-) 2. 40 

239 .08 

Di fference Rs. 18 .92 lak hs 

oTE :-Ta m aking the comparison the rates tendered by fi rm 'B' 
With 10% reco very o f the cost of material .(sheet piles e tc.) 
and t he re bate o f 1 % offered fo r use of indigenous sheet 
p iles at the nego tiatio n stage h av..: been ta ke n into acco unt. 

--

...... 



-

-

49 

13.17 The Railway Administration stated (October 1979) 
that changes in nature and scope of work were dictated by 
imponderable circumstances which arose during execution of the 
work and hence ipso facto could not have been envisaged before 
the award of the contract and that any reference to the original 
offer of an unsuccessful tender for the purpose of a notional 
comparison with the offer of the exist ing contractor is a highly 
theoreti.cal exercise. 

13.18 It may be mentioned that the issues · of escalation, 
quantum of recovery of cost of steel material issued to contractors 
and the reasonableness of itemised rat...s quoted by firm 'A', the 
successful tenderer, which bad a crucial bearing on the evaluation 
of tenders were known even at the stage of scrutiny of the tenders. 
The comparison made by Audit is the actual financial impact of 
the concessions and modifications introduced after the award of 
the contract at the cost of additional expenditure to the Railway. 

ITT. Escalation payment 

13 .19 In September 197 5 when the progress on the work 
was 18 per cent, firm 'A' wrote to the Railway Administration 
asking for increase in rates stating inter alia that the prices had 
increased by more than 40 per cent since the award of the 
contract and it was a mistake on its part to have quoted firm 
rates for such a costly venture. 

13.20 During November 1976-April 1978 the firm pressed 
its claim for enhancement of rates tlirough several petitions/ 
memoranda addressed to the Railway Administration, Ministry 
of Railways (Railway Board) and the Railway Minister mainly 
on ground of abnormal and unprecedented price increase. The 
Railway Administration initially held (April/September 1976) 
that since the contract was a 'firm price' one, the firm's claim 
was extra contractual and, therefore, the Railway Administration 
bad no contractual obligation to grant any enhancement in the 
accepted rates. It further held that the increasing trend of price 
indices was clearly discernible even at the tender stage and as the 
firm did not quote any escalation clause in the tender, nor did 
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it insist for its introduction at the stage of negotiations, its rates 
must have included sufficient cushion to cover market fluctuations. 

It appears that having secured the contract on 'firm price· 
basis, the firm had started pressing for escalation shortly there­
after. 

13.21 However, as the firm had been repeatedly representing 
to the Ministry of Railways (Railway Board) a committee of 
Heads of Departments of the Railway Administration examined 
the whole question and recommended (May 1978) grant of price 
escalation subject to a ceiling limit of 15 per cent of the neL 
value of the contract " to meet the ends of justice'', although the 
firm's claim for escalation was not contractually tenable. 

13.22 The Ministry of Railways (Railway Board) approved 
(April 1979) the payment towards escalation inter alia on the 
following basis : 

( i) that no payment for escalation is to be made for work 
done upto original date of completion viz 5th March 
1977, 

(ii) for the work done after the original date of 
completion but only for the period necessitated 
entirely by reasons beyond the contractor's control 
(which must be gone in!o thoroughly by Genernl 
Manager, Metro Railway), escalation may be pa id 
on standard escalation clause with 30 per cent for 
contractor's material and 25 per cent for Jabour, 
keeping the base date as the date of negotiations. 
0~ November 1973, and 

( iii) that the ceiling for escalation w;ll be 20 per cent on 
the value of work done (by the contrncror) excluctin!! 
the net cost of railway stores after the original da t~ 
of completion, viz 5th March 1977. ' 

-

-
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13.23 The Ministry of Railways (Railway Board) authorised 
payment of Rs. 10 lakhs on ad hoc basis, as requested by the 
contractor, to be adjusted against the extra ·contractual amount 
that might be found due to him by way of escalation now decided 
upon. The Ministry of R ailways ( RJ ilway Board) estimated the 
escalation payable on the value of work (less cost of Railway 
stores issued to the contractor) after 5th March 1977 at Rs. 16-
18 Jakhs. This ad hoc payment was authorised without a specific 
finding that an amount not less than Rs. 10 lakhs had become 
due as escalation for reasons beyond the contractor 's control. As 
such, this ad hoc payment of Rs. 10 lakhs constituted fi nancial 
accommodation to the contractor. 

13.24 The ad hoc payment was made in April 1979. Even 
till date (December 1979) the amount due by way of escalation 
for reasons entirely beyond the contractor's control has not been 
determined. 

13.25 The Railway Administration had asses ·cd (October 
1979) the total amount payable on account of escalation at 
Rs. 15 lakhs. With the acceptance of firm 'A's claim for 
escalation, the value of the contract exceeds th e next ·h igher 
negotiated (November 1973) offer of firm 'B' by Rs. 3.29 lakhs. 

13.26 The Railway Administration stated (October 1979) 
tbat in view of the abnormal inflation following the globa l oil 
price hike, escalation was granted, subject to a c~i ling, only for 
the work done beyond the original contract period and that 
extensions had so far not been due to any default on the part of 
the contractor. 

13.27 It may be mentioned that extensions for completion 
of the work were granted mai nly on grounds like slow 
progress of extraction of sheet piles and the resul tant uclay in 
starting work in other 'elements' with the use of extracted piles, 
limited working space in the heavily built up areas, delay in h.andin!.! 
over sites etc. It is not clear how the extensions on account ~f 
slow progress of extraction and limited working space could be 
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held to be not due to any default on the part of contractor, 
especially when the contractor was aware right from· the tender 
stage itself of his responsibili ty for extraction and reuse of sheet 
piles, the avai labiJity of the working sites and their condition etc. 
These were taken into consideration while stipulating the date of 
completion of the entire work in the concluded contract. 

13.28 According to the Ministry of Railways (Railway 
Board) it cannot be stated (December 1979) with definiteness 
Whether any financial accommodation was actually involved. 
This can be determined only after the exact amount payable fo r 
escalation under the terms of the Ministry of Railways (Railway 
Board) 's orders is determined. 

IV. Sheet pile work 

(a) Non-extraction of sheet piles 

13.29 The rates quoted by firm 'A' for sheet piling in March 
1973 (at the tender stage on 100 per cent cost recovery basis 
for material issued) and in November 1973 (at the negotiation 
stage on 50 per cent cost recovery basis for material issued) 
were as under : 

(Rs./Mn 

On the basis On the basis 
of 100 % of 50% cost 
cost recovery recovery as 

finally acce J · 
ted 

(i) Driving of sheet piles (Ist use·) 2450-2650 1400-1500 

(ii ) Extrac lion of sheet piles 100-175 400-500 

(iii) D riving of sheet piles (2nd use.) 250-400 600- 700 

13.30 At the request of firm 'A' in June 1975, the Railway 
Administration extended (September 1975) the original date. of 
completion of Phase I of Contract Section 2 up~o 15th April 
1976 without any penalty. Further representations were made 
by the firm during November 1975-March 1976 on the grounds 

·-

... 
... 
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that it was difficult to ind icate how long it would take to complete 
extraction of sheet piles. The Engineer-in-Charge noting that the 
method of extraction adopted by the firm was safe and practi­
cable, although it was very slow, recommended extension of the 
contract without any penalty upto 30th October 1976 and ac­
cordingly extension was granted by the Railway Administration. 

13.3 l The firm again approached the Railway Administration 
during December 1976-February 1977 seeking extension for 
completion of work for the entire section upto 31st D ecember 
1979 on grounds like slow progress of the work due to limited 
working space available, delay in handing over site, inability to 
start work in other elements, sheet piles not being available fur 
reuse as originally envisaged due to technical difficulties 
consequent on the interlock friction, horizontal fo rce from inside 
of the cut, twisting effect of the piles etc. On the recommenda­
tion of the Engineer-in-Charge that the extension sought for 
would not cause any loss to the R ailway, the Administration 
granted (April 1977) extension of time upto 3 1st December 1978 
without any penalty. The work has not yet (November 1979) 
been completed and further extension upto December 1980 was 
gra nted ( Septt~ber 1979) without penalty. 

13.32 A fter examining the contractor's repeated submission 
(in November 1975, August and December 1976) regardir.g 
non-feasibili ty of extraction of sheet piles, the Chief Engineer of 
the Railway in March 1977 proposed that " the sheet piles already 
d riven be left in position", on the following technical grounds : 

( i) The leader of the Soviet consultants team which 
visited the country in 1976 stated that in USSR the 
sheet piles were not extracted. According to him 
it was not tec1mica11y possible to extract sheet piles 
with available means as the clutches got jammed 
resulting in excessive friction and economically it 
would not be worthwhile because the sheet piles 
got distorted during extraction which made their 
reuse impossible. 
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(ii) A book on Foundation Engineering by an Engineer 
"having great experience in foundations in Mexico 
City where soil conditions are more or Jess simila r 
to those at Calcutta" mentioned that "in most cases 
of deep excavations the sheet piles cannot be re­
covered because of deformations set on them by the 
horizontal soil displacement" . 

( iii) During (March-April 1976) extraction of 5 sheet 
piles (quantity of abou,t 3 MT) in elements 1 /1 
to 1/4 it was noticed that extraction was very 
difficult; friction was so excessive that pile tops were 
getting turn and distorted during extraction. (This 
had not been mentioned in the observation of the 
Engineer-in-Charge in March 1976 vide para 13.30 
above). 

(iv) Heavy corrosion was noticed on the piles due to 
aggressive nature of soil and climatic condition:; of 
Calcutta. This resulted in jamming of clutches of 
majority of the piles leading to multifold resis tance 
to pulling. 

(v) Lateral flattening of piles had oc~urrcd due to carLh 
pressure. 

(vi) T here were indications of soil displacements re ulting 
in setting up of deformations on piles. Extraction 
of the piles may cause settlement of foundation · of 
buildings and also a!Iect deep sewers. 

(vii) T he use of indigenous sheet piles (8 mm thick) 
instead of imported sheet p iles (22mm thick) a lso 
necessitated the non-extraction of sheet piles as 
indigenous sheet piles were liable to deformation and 
this would cause soil displ:lccment endangering the 
safoty of adjoining structure . 

-

-

-
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(viii) Sample studies regarding straightness of the piles 
exposed on the trench side conducted during Decem­
ber 1976 on six piles selected at random showed that 
the piles had been deformed and their extraction 
would not only have been difficult hut would have 
caused displacement of soii, endanger ing safety of 
adjoining structures and deep sewers. 

13.33 In brief, the Chief Engineer now held that extraction 
and reuse of sheet piles was impracticable, even though in March 
1976, the Engineer-in-Charge had observed that the method of 
extraction adopted by the contractor, though slow. was practical 
and safe. 

13.34 The proposal was agreed to by the General Manager 
in April 1977 and accordingly all the sheet piles driven in the 
entire Contract Section 2 had been left in position, buried in the 
ground. The actual quantity of sheet piles that will ultimately 
be left buried has not yet (November 1979) been assessed by 
th~ Administration. It is estimated that approximately 1078 MT 
of sheet piles costing about Rs. 23 .72 lakhs would be thus left 
buried in the ground. Consequently, firm 'A' would not be 
required to perform the operations of extraction of driven sheet 
piles and also second driving i.e. reuse of sheet piles. It 
altogether vitiated the comparative evaluation of tenders based 
on the accepted condition for extraction and reuse of sheet -pile'>. 

13 .35 The consequences flowin2 from the non-extraction of 
sheet piles are : 

(i) The Railway Administration had envisaged (Juae­
September 1973) that "if the portion to be done by 
sheet piling is deleted from the scope of the tender, 
the inter se position of the tenderers would change 
very substantialJy". In this connection also see 
paras 13.8(i) and i 3.16 above . 

(ii) The rate £tructure of the sheet p'iling work in the 
original contract was such that the contractor derived 
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undue benefit on the abandonment of extraction of 
sheet p iles. In this connection see para 13.48 
below. 

13.36 Regarding the justification for the adoption of the 
technique of extraction of sheet piles and its subsequent aband on­
ment, the following points are worth mentioning : 

(a) The Project R eport of MRTS was prepared in 
October 1971 by a team consisting of top ranking 
Engineers of the Railway and !he Soviet Consultants. 
According to the Project R eport fairly comprehensive 
investigation was carried out to determine the subsoil 
conditions in Calcutta city and while determining 
the construction melhods proposed in the Report the 
soil conditions had been taken into account. The 
Project Report also stated that detailed calculations 
had been made at each bore hole location in r~spec1 

of the stability of the underground cut under 
d ifferent methods of construction and a lso to 
determine the penetration of the support walls of the 
cuts below the bottom of the excavations. Based 
on these calculations and after taki ng into account 
the proximjty of building etc. adoption of cut and 
cover method with ~beet piles had been recommended 
for this particular stretch. 

The Project Report (October 1971) further 
stated that imported heavy duty sheet piics would 
be required and that indigenous sheet piles would 
not be adequate. The Railway Administration 
reconsidered the suitability of Z piles (indigenous 
piles) well before the award of the contract and 
categorically recommended to the Minis'try of 
Railways (Railway Board) in September 1973 that 
"farther checking indicates that indigenously 
manufactured material may be made to suit our 
reqt1;irement for work under Contract Section 2 
taking into consideration that for steel sheet piling 
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the only section that is manufactured in India by 
M/s. Indian Iron and Steel Company will be slightly 
overstressed but such overstressing will be wi th in 
permissible limits for temporary structures". Jt 
further added that "for tbe section proposed to be 
tackled by sheet piles the Z section sheet piles rolled 
by M/s. Indian Iron and Steel Company wiU serve 
our purpose" and that it would need about ·1000 MT 
of tbe same assuming it would be possible to reuse 
these piles a t least once (i.e. 2 uses). 

As regards the sewer and drainage conduits 
along the alignment of the Metro line the Project 
Report stated that " the sewers as existing are 
comparatively small in size and situated in shallow 
depths". This bad helped in locating the subway 
boxes at comparatively shallow depth. 

Thus the aspects of soil conditions, prox1m1ty 
of buildings, sewerage and other services (based on 
specific studies), had been taken due note of by the 
Project Report team while coming to its conclusions 
about use of sheet pile methodology and the 
extractibility and reuse of sheet piles. But the Chief 
Engineer 's proposal of March 1977 " to leave the 
sheet piles in position" without extraction did not 
indicate how the Project authorities had gone wrong 
in their earlier conclusions ; nor did he adduce any 
additional data regarding soil conditions, etc., which 
could materially affect the conclusions drawn by the 
Project authorities. The only new point raised was 
about the corroded , twisted condition of 5 sheet pi les 
extracted by the contractor. Even the "ample 
studies conducted on 6 out of more than J ,600 piles 
vide para 13.32(viii) above were restricted to merely 
the examination of the straightness of the piles. No 
study on feasibility or otherwise of extraction by 
actual extraction was conducted. 
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(b) It may also be mentioned that the Railway 
Administration sent a large number of Engineers to 
various foreign countries for studies on Metro 
Railway Systems. No study team had recorded that 
the Engineering practices, in the countries visited, in 
the matter of use of sheet piles, their extraction and 
reuse were different from tltose indicated in the 
Project Rcµort for aclopti:m in the project. 

(c) The Engineer-in-Charge had reported in March 1976 
that the contractor had to try several types of 
extraction methods and had fin ally adopted a method 
which was safe and practicable though very slow. 
In September 1976, while cor sidering the question of 
payment for sheet piles left at the' site in this section, 
elements 1/l to 1/4, it was held that the conditi~n 
of the extracted sheet piles "is 'A ' class except for 
certain top portion which was damaged through ex­
traction". Under the terms of the contract, extracted 
sheet piles classified as class 'A ' were capable of 
being readily reused for subsequent similar construc­
tion. In March 1977, while abandoning the extraction 
of sheet piles it was record~d that pile tops were 
getting tom and distorted during extraction. The 
basis on which the 'A' class piles were found to be 
unusable is not known. 

13.37 It may also be mentioned that: 
(i) Jn the context of likely non-avai lability of imported 

piles the Ministry of Railways (Railway Board) at 
the time of consideration of tender bad suggested 
(September 1973) the desirability of taking recourse 
to diaphragm wall tecbnique but the Railway 
Administration assured them that "further checking 
indicates that indigenously manufactured material 
may be made to suit the requirement of work" ; even 
though the only section manufactured indigenously 
would be slightly overstressed, such overstressing 
would be within the permissible limit and it would 
be possible to reuse these piles. 

I 
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(ii) The second team (December 1971) of Soviet 

Consultants advised that "there was, however, the 
danger of soil loss, at the time of withdrawal of sheet 
piles. Because of the difficulty in compacting re-fill 
satisfactorily in the immediate vicinity of sheet piles, 
there would be tendency for the soil to come off 
from the re-fill side when piles were removed. This 
might lead to ground loss and settlement of buildings. 
Therefore, effective measures have to be taken to 
prevent soil loss while withdrawing the piles. There 
was also the void (volume equivalent to the volume 
of sheet piles) left behind wheu sheet piles were 
withdrawn. This also would contribute to some 
settlement. Therefore, in cases, where sheet piles 
were driven close to structures and damages to 
structures were anticipated, it would be wise to 
leave the sheet piles buried in the ground". The 
subsequent Soviet team also advised (June 1974) 
that "driving of sheet piles close to build ings is 
fraught with some danger. In USSR the practice 
is generally to leave the sheet piles buried". 

(iii) Nothwithstanding the qualified remarks of the Soviet 
Consultants about the risk involved in extraction of 
sheet piles, the practice obtaining in USSR of leaving 
the sheet piles buried instead of extracting them, the 
information available in technical literature that in 
the case of 9eep excavations the sheet piles cannot 
be recovered due to deformations, absence of any 
studies by the Railway Administration regarding the 
feasibility of extraction of the sheet piles under the 
Calcutta soil conditions and with reference to location 
of the properties and utilities, the Railway 
Administration decided on extraction of sheet piles 
initially. It may be noted that the advice of the 
Soviet Consultants of June 1974 on this point was 
available within 3 months after the contract was 
concluded (March 197 4) . 

S/23 C&AG/79-5 
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(b) Reasonableness of rate for first driving of sheet piles 

13.38 The Ministry of Railways (Railway Board) had issued 
( 1963) instructions that in the matter of evaluation and consi­
deration of tender documents particular care should be taken to 
ensure that the rates quoted for individual items are realistic and 
are not abnormal and unreasonable in respect of any item of 
work. 

13.39 In this tender the Railway Administration had main­
tained all along that it should be decided on the overall value 
and not on itemised rates. The Ministry of Railways (Railway 
Board) was of the view that the rat~s quoted by the firm could 
not be considered as rational and that Tender Committee should 
have gone into the analysis of all the rates offered to arrive at their 
reasonableness. In reply, the Tender Committee reiterated their 
view that it would not be practicable to establish the reasonable-
ness of each itemised rate in the first few contracts to be awarded 
by the Railway and that de.cisions might be taken on the basis of 
reasonableness of the overall value of the tenders. 

13.40 The reasonableness or otherwise of the rate for an 
item of work assumes profound significance where the tender 
is decided on overall value but at post contract stage material 
modifications are made in the scope of the work and the engi­
neering technique involving loss of valuable steel and affecting 
an important item of work in the contract. 

" 

--

13.41 In the context of high rate for first driving operation 
and low rate for second driving operation of firm 'A', Ute Rai._ 
way Administration did not review and examine the reasonable­
ness of the rate for first operation when it decided to leave the 
sheet piles buried underground, thereby dispensing with the ex­
traction of sheet piles and their reuse. This was a material 
change in the terms and conditions of tender/contract resulting 
in undue financial advantage to the firm. ~ 

13.42 The Railway Administration stated (October 1979) : 

(i) The rates for the first and second operations being 
already provided in the contract, the question of 



l 

-

I ... 

61 

exammmg the reasonableness of the rates during 
execution of contract could not be legitimately rai­
sed, nor did any occasion arise for negotiation outside 
the contract which itself envisaged retention of the 
piles underground in certain circumstances. 

( jj) Payment at contractual rates for work done cannot 
constitute financial advantage. 

13.43 It may be mentioned that the rates contracted for 
sheet piling work were for three operations, viz first 
driving, extraction and redriving of the extracted piles. With 
the decision to leave the piles buried underground, the second 
and thi rd operations viz extraction and reuse of the piles were 
dispensed with. This constituted a material change in the scope 
of the work, which warranted an examination of the reasonable­
ness of the rates which were "joint rates". 

13 .44 The following facts establish that undue financial 
advantage was derived by the firm from this change in the llerms 
and conditions of the contract : 

(i) During negotiations in November-December 1973, 
firm 'A' clarified that the rate for the first driving 
was so quoted as to ensure that the net payments 
availabe to it from 'on account' bills after deduction 
of the cost of sheet piles to be supplied by the 
Railway were sufficient to cover at least a portion 
ot the running expenses. A lower rate had been 
quoted for the second driving, taking into consi­
deration that it might be possible to get substantital 
reimbursement of the value for the sheet piles retur­
ned after second extraction which would compen­
sate for the lower rate quoted for the second driving. 

(ii) Again in December 1973 itself, the Ministry of 
Railways (Railway Board) had observed while con­
sidering the tender that the rates offered by firm 'A' 
for various items of sheet piling worl.: l\erc not 



62 

rational, since very high rates (Rs. 1400-1500 
per MT) had been quoted (after negotiation) 
for the first operation while the rates for the same 
work for the second driving were very low ( \"iz 
Rs. 600-700 per MT). The Ministry of Railways 
(Railway Board) had also expressed that perhaps 
the intention of the firm was to recover the entire 
cost of material at the first available opportunity. 
(See para 13.12 also.) 

(iii) Again, it is relevant to mention that in March 1977, 
i.e. 3 years after the award of the contract for 
section 2, the Railway Administration awarded a 
contract for similar work of sheet pile driving under 
section 4-A to another firm with free supply of 
material by the Railways. At this time, reuse of 
the sheet piles was not envisaged. For single pile 
driving operation the rate allowed was only 
Rs. 1000 per MT as compared to Rs. 1400-- 1500 
per MT allowed 3 years earlier to firm 'A'. 

13.45 The table below indicates in juxtaposition the rates 
originally quoted and negotiated for the first and second driving 
operations : 

(Rs . per MT) 

Operation Quoted rate Cost of Negotiated Cost of 
for 100% sheet piles rate for sheet piles 
recovery included 50 % included 

in Col. (2) recovery in Col. (4) 
(1) (2) (3) (4) (5) 

First driving 2450- 2650 2200 1400-1500 1100 

Second driving 250-400 Nil 600-700 Nil 

Note.-Recovery of the cost of sheet piles was to be made at 
the rate of Rs. 2200 (100 per cent recovery) {Rs. 1100 ~ 

(50 per cent recovery) per MT 

13.46 There is no difference in the work involved in driving 
sheet piles whether in the first or in the second {!reuse) opera-
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tions. The substantial difierence in the rates for the first and 
the second driving operations is accounted for by the contractor 
recovering the cost of the piles in the first driving operation 
itself. It is significant that, after negotiations, when the recovery 
of the cost of the sheet piles in the first operation was limited 
to 50 per cen t instead of 100 per cent as originally envisaged 
the rate for the reuse operation was substantially stepped up. 

13.47 The facts given above. viz the observation of the 
Ministry of Railways (Railway Board), . the analysis of the 
rates furnished by the contracting firm itself, the rate allowed 
3 years later for similar work in a nearby si te in the same pro­
ject and the substantial difference between the rates for the 
first and second driving operations, would establish conclusively 
that the first driving operation rate allowed to the firm was 
inclusive of the recoverable cost of sheet piles. 

13.48 According to the calculations made by Audit (Anne­
xure) after allowing for Jabour charges for driving and for 
depreciation of the sheet piles, the extra amount paid to the 
firm by way of the cost of sheet piles works out to Rs. 580 
per MT and total of Rs. 7.45 lakhs for first driving of 1285 
MT of sheet piles. 

13.49 The Ministry of Railways (Railway Board) stated 
(December 1979) that in their opinion no undue concession 
in the rates had been allowed to the contractor and that rates 
eventually given were comparatively reasonable. 

13.50 Consequent on the decision to leave the sheet piles 
buried, the Railway Administration had to issue additional 
285 MT of new sheet piles to be driven at the first driving 
rate over and above 1 ,000 MT originally contemplated, in­
volving an extra expenditure ef Rs. 6.27 Jakhs (cost of sheet 
piles) . 
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V. Other financial benefits given to the firm 

(a) Reimbursement of the cost of material 

13.51 At the request of th~ firm the Railway Administration 
reimbursed (December 1978) Rs. 5.85 lakhs on account of 
the cost of struttings and waling material issued to the firm. 
This reimbursement was made to the firm prematurely, although 
the material bad not been dismantled and returned to the Rail­
way, on the grounds that had the work been completed as per 
original schedule (March 1977) the reimbursement as per 
contract condition would have been made; any further delay 
would result in hardship to the contractor. Reimbursement of 
this amount bad been made on the strength of an indemnity 
bond , although legal adviser advised to obtain a bank guarantee 
to safeguard the interest of the Railways. This reimbursement 
was contrary to the provisions of the contract, as the material 
issued to the contractor is yet to be returned. This extra con­
tractual benefit to the firm bas been estimated as Rs. 1.40 lakbs 
( @ 12 per cent interest for the period January 1979 to 
December 1980 i.e. the expected date of completion of 
work) . 

(b) Payment for extra item 

13.52 111e schedule of items for work to the tender con­
templated driving of sheet piles upto a depth of 20 metres from 
ground level. The tender documents neither indicated the 
lengths in which the sheet piles would be supplied nor provided 
as a separate item of work for splicing (jointing) of sheet piles 
to make them of the desired length. The contract stipulated only 
th"e rates for dri ving sheet piles. 

13.53 The Railway Administration procured and issued sheet 
piles to the firm in lengths ranging from 5.5 metres to 13.5 
metres. During execution the firm raised . (February 1975) 
a dispute stating that its rates for driving of sheet piles were 
not inclusive of the cost of splicing, for which it should be 
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paid for separately. In October 1975 the dispute was referred 
to Joint Arbitrators appointed by the General ~nager of the 
Railway. The arbitrators gave an award in December 1975 
in favour of paying the firm for splicing as a non-scheduled item 
of work. 

13.54 The firm claimed in December 1975 a rate of 
Rs. 899.88 per splice Uoint). The Railway Administration in 
March 1976 worked out a rate of Rs. 553.81 per splice, which was 
considered reasonable on the basis of a work study conducted by 
the Engineer-in-Charge. The rate was approved by the General 
Manager in April 1976. The firm had been paid Rs. 8.97 lakhs 
till March 1979 for splicing of 1,620 joints. However, ~n the 
tender subsequently invited for Contract Section 4-A by the 
Railway Administration splicing was mentioned as a separate item 
of work and the rate obtained in December 1976 for splicing wac; 
only Rs. 180 per joint exclusive of the cost of steel plates to be 
supplied free by the Railway Administration. Taking into account 
the cost of material required per joint, the comparable rate for 
Contract Section 4-A works out to Rs. 214.41 as against 
Rs. 553.81 per splice paid to firm 'A' for Contract Section 2 
by the Railway Administration . Out of the Rs. 553.81, direct 
cost alone amounts to Rs. 239.05 as against all inclusive rate 
of Rs. 214.41 obtained in Contract Section 4-A nine months 
later. The extra benefit thus derived by firm 'A' on this account 
works out to Rs. 5 .50 lakhs. 

13.55 The Railway Administration stated (October 1979) : 

( i) The rate worked out for Contract Section 2 for 
splicing thinner indigenous sheet piles cannot be 
compared with the rate allowed for splicing thicker 
imported piles for Contract Section 4-A ; thinner 
the piles, more elaborate the care required for 
splicing. 

(ii) A minor item in a major contract need not necessarily 
indicate a workable rate structure by itself. 
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13.56 The Ministry of Railways (Railway Board) stated 
(December 1979) that the rate for splicing allowed in this 
case was a non-schedule item and as such could not fai rly be 
compared with the rate obtained in a tencier in an adjoining 
section for splicing imported sheet piles. Besides, the volume of 
work involved in splicing in the latter section was comparatively 
small. 

VI. Change in Methodology 
13.57 In 1973, while considering the tenders received for 

Contract Section 2, the Ministry of Railways (Railway Board) 
enquired about the advisability of taking recourse to the dia­
phragm wall method of construction. Jn reply, the Railway 
Administration mentioned that there were not many firms which 
could tackle the diaphragm wall type of construction and that 
the "condition of work in th is particular section is such that 
this is best suitable for trying out the sheet pile method". Further 
as mentioned in para 13.36(a) above, the Project Report taking 
into acc~unt the soil conditions, proximity of buildings and sewer 
lines had proposed adoption of sheet pile methodology for this 
section. Accordingly as per the contract with firm 'A' a stretch 
of about 440 metres (i.e . a total of 880 metre;; for up and 
down side together) was to be constructed by sheet pile 
method . 

13.58 Upto October 1977 the firm had driven sheet piles for 
a total length of 647 metres consumin g 1285.8::?. MT of indi­
genous sheet piles in single use only. On. 23rd November 1977 
the Dpputy Chief Engineer proposed that the remaining length 
of Contract Section 2 where sheet piling had not been done should 
be constructed with diaphragm walls. The following reasons 
were indicated therefor : 

( i) The sheet piles left pockets sometimes as they could 
not be driven to full depths. 

( ii) There was a tendency of clutches opening out and 
even otherwise the cut off provided was far from 
being water proof. 
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(iii) This situation was further aggravated in this particular 
section by the existence of a sewer line nearby. The 
soil around the sewer was mostly surcharged with 
water due to water seepage through the opening in 
the sheet piles endangering the cut. 

(iv) There were cases of soil loss and considerable sur­
face settlements n:sulting in collapse of running sewers 
and some private structures. 

(v) The diaphragm wall would overcome all these dis­
advantages and provide safe working conditions and 
protection to adjoining buildings. 

The Chief Engineer considered the change in methodology 
essential for safety considerations of adjoioing structures and 
the neighbourhood and also to ensure a safe working condition. 

13.59 All the above f.actors had been duly investigated and 
taken into account in the Project Report, while recommending 
the methodology to be adopted 'for construction in various 
lengths. Again, the shortcoming of the sheet pile technique was 
discovered after 73.5 per cent of the sheet piling had been done. 

13.60 On 21 st November 1977 firm 'A' intimated the Rail­
way Administration that it had been verbally intimated by the 
Administration that it proposed to have the balance portion 
done by diaphragm wall method and in that event it would not 
prefer any claim for reduction in the qu.antity of work. F irm 
'C', who bad been awarded (November 1976) work in the ad­
joining Contract Section 3-A agreed (November 1977) to do 
this diaphragm wall work in Contract Section 2 as part of its 
Contract for Section 3-A The financial implication of this 
proposal was worked out (November 1977) by the Railway 
Administration as involving additional expenditure of Rs. 8.96 
lakhs as between the sheet pile technique and the diaphragm 
wall technique of construction. 
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13.61 In J,a.nuary 1978 the Financial Adviser & Chief Ac­
counts -Officer and the Chief Engineer were of the opinion that 
limited tenders for the work should be invited from "cmly two 
firms readily available in the field at Calcutta". These were firms 
'C' and 'D'. It was considered that there were no other firms 
readily in a position to tackle this urgent work to be completed 
before the monsoon. The proposal was approved bv the General 
Manager in January 1978. 

13.62 Limited tenders were invited from the two firms 'C' 
and 'D' in January 1978. Only firm 'C' quoted and the work 
was awarded in March 1978 at . a cost of Rs. 25 lakhs on single 
tender basis . The date of completion was stipulated as six months 
from the date of award of contract (i.e. by 17th September 
1978). The period of completion was extended to 31st March 
1979 without penalty. The contractor did not complete the work 
within the extended period and asked for further extension upto 
15th June 1979. The extra expenditure incurred by the Railway 
Administration by change of methodology is a!sessed by Audit 
at Rs. 19 .21 lakhs as against Rs. 8.96 lakhs assessed by the 
Railway Administration in November 1977. 

13.63 This change over from sheet pile method to dia­
phragm wall work in January 1978 constituted a 'material 
modification' in terms of paras 1009 and 1010 of Indian Rail­
way Code for the E ngineering Department, requtnng prior 
approval of the Ministry of Railways (Railway Board ). This was 
'not obtained. A report of the change in methodology of cons­
truction was made in April 1978, i.e. 3 months later, to the 
Ministry of Railways (Railway 

0

Board). 

13.64 The Railway Adminjstration stated (October 1979) : 

(i) the reasons for• deciding on the change in construc­
tio'n method were due to the incidents that took 
place during actual execution of sheet piling, which 
could not have been visualised fully at the Project 
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Report stage by sample studies forming the basis 
for preparation of the report, 

(ii) the Project Report envisa2ed use of heavy duty im­
ported sheet piles which would have given better 
protection against soil loss a·nd leakage and in that 
case some of the failures could not have probably 
taken place, and 

(iii) the field engineers had to take steps to meet a 
situation arising during execution by adopting a 
different methodology. 

VII. To sum up 

(i) The abandonment of the extraction of sheet piles and 
allowing escalation in the post-contract stage vitiated 
the comparative evaluation of the tenders ; the tender 
of firm 'A' turned out to be higher by Rs. 18.92 lakhs 
( cf. para 13.16 above) 

(ii) The technique of extraction of sheet piles had 
been adopted after careful investigation of the soil 
condition etc., and in the face of the advice of 
the Soviet experts and the practice obtaining in the 
USSR and the available technical opinion. (cf. 
para 13.37 above) 

(iii) The rates of payment for sheet pile drivi·ng were 
inclusive of the cost of sheet piles .and were based 
on the assumption that the sheet piles would be 
extracted a nd re-used. However, when the extrac­
tion of sheet piles was abandoned, the rate structure 
for driving of sheet piles was not reviewed and 
revised, thereby giving the contractor undue finan­
cial benefit amounting to Rs. 7.45 lakhs (cf. para 
13.49 above) 
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(iv) Extra contractual concession in the form of escala­
tion was allowed in favour of tbe contractor. The 
amount payable by way of escalation is still 
(December 1979) to be determined. 

Financial accommodation to the extenl of 
Rs. 10 lakhs was given to the contractor (cf. para 
13.23 above ) even before the amount payable by 
way of escalation had been determined. 

( v) The extra expenditure to the project on the sheet 
piles originally intended to be used after extraction 
and now left buried, is Rs. 23.72 lakhs (cf. para 
13.34 above). 

(vi) The sheet pile method of construction was aban­
doned in favour of diaphragm wall method, result ing 
in an extra expenditure of Rs. 19.21 Jakhs (cf. 
para 13.62 above) 

The concessions given to tbe contractor are 
summarised below : 

(Rs. in lakhs) 

(i ) Escalation payment including financia l accom­
modation of Rs . 10 lakhs 

(ii) Extra benefit given to the contractor in the 
rate for first driving of the piles 

(iii ) Payment for splicing sheet piles at high rate 
(iv) Premature refu!ld of the c0st of s teel 

materia I 

15.00 

7.45 
5.50 

1.40 

29.35 

The extra expenditure incurred by the project as a result 
of changes in the technique of construction are : 

(a) the cost of sheet piles not ex tracted and left buried 
Rs . 23.72lakhs 

(b) extra expenditure incurred on the diaphragm wall 
method as aga inst sheet pi le method Rs. 19. 21 lakhs 

T OTAL Rs. 42.93 lakhs 

' --

-



; 

--

-

71 

Anoth.er instance of concession shown to the same firm in 
this contract is dealt in para 14-"Payment for dewatering" in this 
report. 

14. Payment for de-watering 

For construction of sub-way structure in Dum Dum-Belga­
chia section of Lhe Metro Railway, Calcutta, the contract 
awaded by the Railway Administration to a contractor 
in March 197 4 provided for, inter alia, dewatering excavation 
trenches/lowering hydrostatic pressure by pumps of approved 
and appropriate capacity to be arranged and installed with 
necessary equipments, fittings, required standby arrangements 
etc., by the contractor who was to be remunerated at 30 paise 
per 'every horse power (hp) hour'_ 

The contractor installed "5 hp 'WASP' Ejecto pumps" each 
fitted with 7.5 hp motor as recommended by the manufacturer 
of the pumps and commenced dewatering work in September 
1976. Payments, as claimed by the contractor, on the basis of 
hp hour of the motor used for running the pumps were being 
made till January 1977, when the concerned Executive Engi­
neer sought clarification from the Railway Administration .as 
to whether hp of the pump or of the motor was to be the basis 
for payment. 

The Railway Admi'mstration clarified (April 1977) that 
since the accepted schedule of work was for pumping, pay­
ments were to be made based on hp hour of the pump only, 
irrespective of the power of the prime mover (diesel or elec­
tric) required to run the pump. This decision was communi­
cated to the contractor on 17th February 1978 i.e. 9 months 
later. 

In March 1978 the contractor represented against this 
decision and claimed that payments were to be made at hp 
hours of the motor in terms of the contract. Thereupon 'in June 
1978 the R.a.ilway Administration reversed its earlier decision 
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(April 1977) and agreed that hp of the motor and not oi 
the pump should be the basis for payment. In arriving at this 
decision the Administration took into consideration the follow­
ing factors 

(i) The pump by itself has no hp because it does not 
produce power. It absorbs input power 1'.rom shaft 
of a prime mover. The mechanical effort by the 
pump is variable, dependent upon several 
parameters and, therefore, the pump capacities are 
reckoned by the hp of the motor with which the 
pump is coupled. 

(ii) Though 5 hp motor could normally be used with 
the pump (HN-300 type installed by the contractor, 
the use of 7.5 hp motor was recommended (Septem­
ber 1976) by the manufacturer as a precaution against 
low voltage, or sudden rise of water in the well or 
overheating for long continuous run. 

The quantum of dewatering work done by the contractor 
on the basis of hp of the motor used upto August 1979 
worked out to 8.83 lakhs hp hours for which payment of 
Rs. 2.65 lakhs was made. This resulted in extra expenditure of 
Rs. 0.88 lakh compared to what would have been payable 
with reference to hp required for the pump ,without corresponding 
benefit to the Railway Administration by way of higher rate of 
pumping water. 

The Railway Administration stated (October 1979) : 

(i) The pumps used by the contractor could be operat­
ed by 5 hp motor under normal conditions but 
the nature of performanee expected of the pump 
viz continuous worki~g round the clock for days 
together under severe adverse conditions like vol­
tage fluctuations etc., dictated the use of 7.5 hp 
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motors as recommended by the manufacturer of 
the pump. 

(ii) The higher capacity motor was not used to get 
higher water output. 

(iii) The hp of the motor actually used for running the 
pump was considered to be the correct measure of 
computing the 'hp hour' for payment. 

(iv) The earlier decision o'f April 1977 was based on 
erroneous concept that the pump (HN-300 type) 
need be used only with 5 hp motor always. 

In this connection the following points deserve to be men­
tioned 

( 1) According to the contract the firm was required 
to use pumps of appropriate and approved cap.a­
city for dewatering. In absence of any reference to 
the capacity of the motors, use of matching mo'.ors 
for running the pumps of appropriate capacity for 
regulating discharge of water, was an inherent con­
tractual obligation of the firm. The pump supplier 
had advi~ed in September 1976 that "generally 
there would be voltage drop in almost all places 
and the party may run the pump continuously 'for 
8/ 10 hours, we suggest 7.5 hp motor in place of 
5 hp so th.at there may not be any defect in the 
electric motor". Consequently, it would appear that 
the rate tendered by the firm for dewatering took 
into account the higher consumption of power 
due to the use of 7.5 hp motor. 

Again the contingency of voltage fiuctuatioti, 
overheating of the pumps due to continuous loo& 
run, etc., could as well be taken care of by pro­
viding voltage stabilisers and adequate number of 
standby pumps to ensure uninterrupted working of 
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5 hp pumps by motors of identical hp. The pro­
vision of such ancillary equipi:n.ents and requisite 
standby arrangements at their own cost was incum­
bent on the contractor as per contract stipulations. 

(2) The manufacturer indicated that the pump (HN-
300 type) is driven by 5 hp motor when there is 
no voltage drop and the motor is getting required 
amperes. The use o'f 7 .5 hp motor was recom­
mended only as a precaution against low voltage. 
There would be no increase of water output due 
fo 7.5 hp motor. 

(3) While dewateri'ng, the Railway Administration is 
primarily concerned with the adequacy of the 
pump capacity which alone governs the water 
pumping output and hence the remuneratio·n to the 
contractor has necessarily to be related to the 
quantum of water discharged by the pumps 
actually used. 

( 4) Though the interpretation of the contract given by 
the Administration in June 1978 had substantial 
financial implications, the Finance Branch was not 
consulted ; nor was legal advice taken. 

(5) Against a contemporary contract for another section 
of the Railway, payment for dewatering is being 
made by the Administration on the basis of the 
marked hp of the diesel pump used. In subsequent 
tenders since June 1978, the basis for p,a,yment of 
similar operation has been specified as 'per kilo­
watt hour' for electric pump and 'per hp hour' for 
diesel pump. 

15. Diversion of tram lines 

15.1 The alignment of the Calcutta Metro Railway from 
Esplanade to Jatindas Park (Hazra Road) passes along/ 
through Jawaharlal Nehru Road and · Ashutosb Mukherjee Road, 

-
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which is more or less a straight stretch (about 4 .82 km) and 
divided into 5 Contract Sections (CS) viz CS 10-14. 

(The contract sections. tram line, proposed route diversions 
and temporary track diversions are indicated in the sketch ma;:> 
on the facing page.) 

15.2 For executing metro works in CS 11-14, the tram 
traffic along the stretch of Ashutosh Mukherjee Road-­
Hazra Road Crossing to Esplanade had to be suspended. Origi­
nally (February J 974) metro works were planned to be 
undertaken in all the four sections simultaneously. Later (Sep­
tember 1975), however, work was decided to be undertaken in 
two sections (CS 11 and 12) in the first instance. The tenders 
for the metro works in CS 11 and 12 were opened in May 1973 
and January 1974 respectively. 

15.3 The following decisions were taken during February/ 
March 1974 jointly by the Calcutta Tramways Company 
(CTC) and the R ai lway Administration : 

(i ) ere .agreed that the tram traffic (of 84 tram cars ) 
between Ashutosb Mukherjee Road-Hazra R oad 
Crossing and Esplanade (route A) would be di­
verted via Hazra Road, Judges Court R oad and 
Kidderpore (route B). On the latter route tram 
services (of 48 tram cars) were already plying. 

(ii) F or maintaining the same level of traffic between 
Kalighat and Esplanade via the diverted route 
B, construction of a new substation of 1500 kw 
capacity (at Hastings) would be required to supple­
ment the existing substation ; R.a·ilway Administra­
tion was to bear the cost of the new substation and 
the associated distribution net work. 

( iii) Land for the new substation should be acquired by 
the Railway Administratio"o at its cost. 

S/23 C&AG/79- 6 
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(iv) The R ailway Administr.ation would undertake the 
construction, p rocurement of necessary equipment 
and com missioning of the new substatjon. 

(v) Commissioning of new substation was targeted for 
completion by D ecember 1974 to enable metro 
works being taken up in CS 1 1- 14 shortly there­

after. 

l 5.4 T n accordance with the above decisions for re- routing 
the tram tra'ltic the following action wa..s to be taken by the 
R ailway Admi nistra tion 

(a) Acquis ition of land. 

( b) Construction of substat ion building. 

( c) Procurement of electrical equipments, installa tion 
and commissioning of the new substat ion at H ast­
ings. 

J 5.5 Arr.angements for re- routing were an essential p re-
req uisite for undertaking metro wor ks in CS 11--14. 

15 .6 Even before in itiating action for r e-routing tram traffic, 
the R ailway Administra tion awarded (May 1974) the contract for 
metro works in CS 11 st ipulating date of completion by August 
1977. Actually the R ailway Administrat ion initiated (June 
1974) action fo r re-routing viz the transfer of the land of 
Defence D epartment required for the substation a nd invitation of 
tenders fo r construction of the substation building on this Defence 
land in September 1974. T he lowest acceptable offer for the 
substation building was tendered by firm 'A ' at Rs. J .09 lakhs 
valid upto 31 st January 1976 beyond which the offer was sub­
ject to enhancement. However, as the D efence land for cons­
truction of the substat ion had not been taken over, the Ra ilway 
Administrati on decided (March 1976) to d ischarge the tender. 

_.. 
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15.7 In the meantime, the R ai lway Administration also invited 
(October 1975) tenders for supply of electrical equipments, 
erection testino and commissioning of the substation required ' "' ~ 
[or re-routing the traffic. fn J anuary 1976 even before land 
had been acquired and when the tenders for the construction 
of substation building were pending acceptance due to the non­
availability o f la nd, a letter of intent was issued to firm 'B' for 
supply, erection and commission ing of the substation. This was 
foUowed by formal award (March 1976) of the contract (cost : 
Rs. 14.65 lakhs) to firm ' B', stipulating completion of the work 
within 12 months i.e. by 3rd March 1977 subject to substation 
building being made available by July J 976. I t may be pointed 
out that the land on which the substation building was to be 
built and in which the electrica l equipments were to be instaUed 
had not by then (3rd March 1976) been obta ined from the 
Defence Department. 

15.8 Jn spite o f this commitment to make the building avail­
able to the erection contractor (firm 'B' ) by J uly 1976, posses­
sion of the land was obtained in December 1976. The contract 
for the substation building was awarded (February 1977), on 
the basis of fresh tenders (opened in November 1976) , to the 
same firm 'A' (which had tendered in September 1974) at a 
cost of Rs. J.37 lakhs, stipulating date of completion as 6 
months i.e. 15th August 1977 The firm, however, completed 
the substation building on 30th October J 977. The delay in 
acquisition of land and the consequent delay in construction of 
the substat ion building resulted in delayed commissioning of the 
substation by about 21 months with r eference to the origi nal date 
of completion viz 3rd March 1977 stipulated in the contract 
with firm 'B' (erection contractor). The new substation was 
commissioned and handed over to the CTC on 1st December 
1978 from which date all trams plying on route A have been 
re-routed via route B. 

15.9 Thus the new substation, originally proposed for com­
m issioning by December 1974 for re-routing of tram ser vices to 
take up works in CS 11- 14 Was actually commissioned in 



78 

December 1978--4 years later-because of delay in acquisition 
of the land of the Defence Department and consequent delay in 
finalising the contract for the substation building and for erection 
of the equipment. 

15.10 Meanwhile another contract for metro works in CS 12 
was also awarded in September 1975 again even before the land 
for the substation had been acquired with date of completion 
stipulated as September 1978. 

15.11 In September 1975 the Railway Administration felt 
it necessary to take up metro works in CS 11 and 12 and if trams: 
were completely suspended because of these two sections, in­
convenience caused would be disproportionate with the work 
carried out. Accordingly the Railway Administration reques­
ted (September 1975) CTC to undertake urgently works 
for temporary diversion of tram lines in certain lengths in 
CS 11 and 12 (stipulated date of completion being August 
1977 and September 1978 respectively) to enable the metro 
works to be proceeded with. 

15.12 Accordingly three track diversion works viz diversion 
I between Monohar Das tank and Mayo Road (330 metres) 
in CS 11 (Phase I), diversion II between Maidan Market and 
Monohar Das tank (305 metres) in CS 11 (Phase II) and 
diversion III between Shakespeare Sarani and Acharya J agadisb 
Chandra Bose Road (360 metres) in CS 12 were executed and 
ultimately abandoned as under : 

Date of commencement 
Date of completion 
Date of a bandonment consequent to 

re-routing oftrams viarouteB 
Period of use of the diversions 

Diversion I Diversion 11 Di versicn II 

7-2-1977 May 1978 December1977 
3-9-1 977 16-7-1978 3-5-1978 

1-12-1978 1-1 2-1978 1-12-1978 
15 months 5 months 7 months 

15.13 The diversions I and II 
back into use from 3rd July, 1979 

were subseque.tltly brought 
after providing tram turn-

-



-

.. " 
-

79 

ing terminal ostensibly in the interest of transporting commuters 
right upto the Birla Planetarium as the Esplanade--Birla Plane­
tarium section serves a busy commercial area. 

15. 14 In addition to the diversions costing Rs. 19.37 lakhs, 
tram turning terminal has been provided by the Railway Admi­
nisration at a cost of Rs. 4.3 lakhs (approximately) without the 
approval of the Ministry of R ailways (Railway Board) . 

15. 15 fn th is connection the foU owing points deserve to be 
mentioned : 

(1) Re-routing of tram traffic via route B which was a 
pre-requisite for undertaking metro works in CS 
11 - 14 involved acquisition of land for siting the 
new substation building and procurement, erection 
etc. of e lectrical equipments for commissioning the 
substation. 

( i) The contracts for metro works in CS 11 and 12 
were, however, awarded in May 1974 and Sep­
tember l 975, whereas action for transfer of land 
was initiated in June 1974 for the substation 
building. 

(ii ) Agai n, while the land had not become available 
( this was acquired in December 1976 onlv) and 
the contract for the substation building ~waited 
finalisation, the R ai lway Administration awarded 
not only the contract (September 1975 ) for metro 
works in CS 12 but also the contract (March 
1976) for supply, erection etc. of electrical 
equipments and commissioning of the sub­
station . 

(2) Due to improper planning and lack of co-ordination 
in award of contract for var ious works, metro works 
<'>n the one hand and tram re-routing works on the 
other, commissioning of the new substation and 
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consequently re-routing of tram traffic via route B 
was delayed. This in turn created a compelling 
situation for undertaking temporary tram track diver­
sions so as to make available work sites for metro 
works in CS 1 I and 12 for which contracts had 
already been awarded. 

(3 ) No reappraisal of the need for the interim track 
diversions proposed in September L 975 at a cost of 
Rs. 19.37 lakhs was made by the Railway Adminis­
tration either at the time of sanctioning the estimates· 
about 1 ~- years later in February 1977 or before 
commencing these works (in February 1977, May 
1978 and December 1977) in the context of the 
actua l progress of works relating to the new sub­
station (Cost : Rs. 16.02 lakhs) for regular re­
routing of trams and their scheduled dates of com­
pletion. Such a re-appraisal was called for, as the 
temporary track diversions were costlier and were 
to be abandoned when arrangements for regular re­
routing of tram services became available. 

( 4) Audit has not been able to ascertain from the 
Railway Administration the precise advantage which 
accrued to it from the three costly interim diver­
sions which enabled release of the relevant stret­
ches in CS 11and12 for a period of 15/5/7 months 
respectively until the regular re-routing of tram cars 
could be made. So far as the Railway Admjnis tra­
tion was concerned, re-routing of the tram traffic 
was necessary, if the work simultaneously in all the 
four sections was undertaken. Consequently, there 
appeared to be no justificatio n for taking up metro 
works in sections 11 and 12 only in the first instance 
instead of simultaneously in all the four sections 
(11-14) as originally envisaged and incur an expen­
diture of Rs. 19.37 lakhs. Again from the point 
of view of the Railway Administration , there was 

-
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no need lo revive the track diversions I and II and 
to incur expenditure of Rs. 4.3 lakhs (approximate) 
for making a tramway terminal on these sections. 

15.16 The Railway Administration stated (October 1979) : 

(i) The acquisition of land could not be pursued because 
of the ban imposed by the Minislry of R a ilways 
(Railway Board) on new commitments during 
October 1974-April 1975 fo llowed by the Ministry 
of Railways (Ra il way Board)"s dcci<>ion in Febru3ry 
1.976 allocating lower priorities to Sections South of 
Maidan (viz CS 13 and onwards) 

(ii) Since a letter of intent had been issued to firm 'B' 
in January 1976 for supply, erection etc., of elec­
trical equipments, formal contract was awarded to it 
in March 1976. The commissioning of the sub­
station was, however, envisaged to be so planned 
as to be completed latest by 31st March 1979. 

( iii) No definite date could be anticipated for completion 
and commissioning of the substation and hence the 
Administration had no other a lternative except to 
pursue the temporary diversion plans under execu­
tion to keep the contractor's labour, machinery etc., 
engaged. 

(iv) The specific advantages of the temporary diversion 
works were 

(a) Metro works in CS 11 and 12 could be proceeded 
with without cessation . 

(b) Avoidance of extra contractual claims, escalation 
claims for prolongation of works in CS 11 and 
12 and other attendant complications in the Admi­
nistration of contracts. 
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(c ) Immense benefit to the Calcutta Metropolitan 
community who continued to use the tramway 

facility during execution of works in Sections 11 
and 12 which in turn increased the goodwill to­
wards Metro R ailway and its public image. 

15.17 It may, however, be mentioned that : 

(i) Between lift ing the ban on fresh commitment in April 
1975 and the decision of the Ministry of Rai lways 
(Railway Board) in February 1976 that the sou­
thern sections (CS 13 and onwards) should be 
relegated to second phase, there was :i gap of about 
10 months during which no action was taken for 
obtaining possession of land frcm the Defence 
Department, particularly in the context of fi rm 'A' 
demanding increase in the tendered rates after 3 l st 
January 1976. When the la nd transfer proposal was 
vigorously pursued by the Railway Administration 
in November 1976, it was possible to obtain 
possession of land in December 1976 i.e. within one 
month. 

(ii) T he plea of the R ailway Administration that the 
Defence land for substation was required for under­
taking metro works in Section 13 etc., is not cor­
rect. The re-routing of trams via route B with 
commissioning of the new rnbsta tion at H ast ings was 
intended to make available sites for metro works 
not only in Section 13 and onwards but also those 
in 1st p hase Sections 11 and 12, which had been 
accorded higher priori ty. Jn this context planning 
in August 1976 for commissioning of the new sub­
station by M arch 1979 would appear to be unwa r­
ranted . Even for taking up work in two priority 
sections ( l 1 and 12) it was essentia l pre-requisite 
to commission the new substation by the originally 
scheduled date viz March 1977 ( later extended to 

-



-

-

·-· "' 

83 

December 1978). Th is would have enabled dis­
pensing with the need for undertaking the avoidable 
costlier temporary track diversions. 

The tram turning terminal at the Birla Planeta­
rium was also installed a t an expenditure of Rs. 4 .3 
lakhs without approval of the Ministry of Railways 
(Railway Board) 

(iii) The contractors had sufficient work sites free from 
tram tracks ( 45 per cent and 60 per cent in contract 
secti ons 11 and 12 respectively) for executing works 
without cessation. 

(iv) The extra contractual claims and other attenctent 
complications, which !he Railway Adm in istration 
apprehended would a rise if t rack diversion was not 
undertaken, were the direct result of the fail ure of 
the Railway Administration to re-route tram services 
in time. 

(v) If it was considered necessary to undertake the tem­
porary track diversion, etc., at an expenditure of 
over R s. 23 Iakhs for the benefit of the Calcutta pub­
lic in addition to undertaking route diversion at ::m 
expenditure of R s. 16.02 Jakhs as originally .:! nvisag­
cd, the temporary track diversion should have been 
financed by the CTC and not the Rai lways. 



CHAPTER IV 

PURCHASES AND STORES 

16. Norlhern Railway-Loss due to advance payment made for 

~l!pply of steel 

On I 0th .\1ay 1977 an order for 25 tonnes of srccl, urgently 
requ ire-cl for certain construction works, was placed on a firm. 
The supply order stipulated that the full payme_nt was to be 
made to the firm against delivery ex-godown after inspection. 
Accordingly, 100 per cent payment for the value (Rs. 49,515) 
of the goods was authorised by the Financial Adviser and Chief 
Acc:ounts O fficer (FA&CAO) on 24th May 1977. The cheque 
was handed over to the firm on 24th May 1977 even b efore 
the goods were delivered. The enti re supply under this order 
wa~ completed on 11th June 1977 (i.e. 17 days after the hand­
ing over of the cheque) in contravention of the conditions laid 
down in the supply order . 

Another supply order fo r 25 tonnes of steel was placed on 
the same firm oo 11th May 1977. The cheque (Rs. 55 ,625) 
covering 100 per cent payment of this order was also handed 
over to the firm on 24th M ay 1977 (the same date on which the 
fi rst cheque was handed over). The fi rm supplied on 28th June 
1977 on ly 10. 1 15 tonnes out of 25 tonnes of the second supply 
order. leaving a quan ti ty of 14.885 tonnes outstanding, although 
p ayment for the e ntire quantity of the order (25 tonnes) had 
already been made. The firm was persuaded to refund R s. 33 ,119 
(the value of the outstandi ng quant ity of 14.885 tonnes) bv a 
chequt: dated 7th July 1977. This was presented to the bankers 
for collection only on 25th July 1977. This cheque was dis­
honoured hy the firm's bankers on 27th July 1977. L ater 
(October 1978) the dishonoured cheque was reported to have 
been lost in the Accounts Office. In the meantime two more 
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supply orders were placed on 24th May 1977 and 10th June 
1977 for 20 tonnes and 21 tonnes of steel (value : Rs. 39 ,612 
and Rs. 4 1,483) respectively. The firm completed the supply of 
the third order for 20 tonnes from 29th June 1977 to August 
1977. In this case also the cheque was handed over to the firm 
on 18th June 1977 i.e. before the goods were delivered. Although 
cheque for full value of Rs. 41,483 for the fourth order was 
handed over to the firm on 28th June 1977, no supplies were 
made. 

The non-observance of the condition laid down in the 
supply order viz payment by cheque to be made only on 
receipt of the material from the firm's godown, has resulted 
in a loss of R s. 74,602 (Rs. 33,119 of second order + 
Rs. 4 l.483 of fourth order). 

In spite of the inability of the firm to complete supplies of 
steel against the above orders, further four orders for 69 tonnes 
(Value : Rs. 1,50,693) we-re placed on the same furn on similar 
terms and conditions during June-July 1977. Out of these 
four orders the firm delivered by August 1977, steel (25 tonnes 
valued at Rs. 53 ,675) in respect of the fifth order only. Jn this 
case too, the cheque was handed over to the firm in July 
1977. before the entire quantity was delivered by August 1977. 
No supply was made in respect of remaining three supply orders. 
Jn these cases al so the FA&CAO prepared the cheques (one on 
24th September 1977 and two on 20th August 1977) but these 
were subsequently cancelled at the instance of the Senior Civil 
Enginee r. The entire position is summarised below in a table 

Order Date Quan- Va lue Qua ntity D ate o f D ate of Am- Over 
No . lily (Rs.) (to nnes )/ supply pay- ount pay-

(tonnes) Value (Rs.) men t of ment 
supplied Cheque to the 

(Rs.) firm 
(Rs.) 

(I ) (2) (3) (4) (5) (6) (7) (8) (9) 

First 10-5-77 25 49,515 25 
(49,515) 

11-6-77 24-5-77 49,5 15 

Second 11-5-77 25 55,625 10 . 11 5 28-6-77 
(22,506) 

24-5-77 55.62533,119 
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( 1 (2) (3) (4) (5) (6) (7) (8) (9) 

Third 24-5-77 20 39,612 20 29-6-77 to 18-6-77 39,612 
(39,6 12) August 77 

Fourth 10-6-77 21 41,483 .. 28-6-77 41 ,433 ~l .483 

Fifth 29-6-77 25 53,675 25 12-8-77 July 77 53.675 
(53,675) 

Sixth 11-7-77 16 37,264 Cheque 
Cancelled 

Seventh 11-7-77 8 18,674 do 

E ighth l l-7-77 20 41 ,080 do 

-- -- ---
160 3,36.928 80 . 11 5 7 ... ,602 

(1,65,308) 

T he R ailway Administration stated (March-October 1979) 
as follows : 

( i) According to the stipulation in the supply order the 
cheques were to be delivered only on inspection and 
collection of material. Although the cheques had 
been handed over to the firm before actual delivery, 
this action needs to be viewed as having been taken 
in good fai th . 

( ii ) A civil suit to recover an amount of Rs . 33.119 
with interest for incomplete supply by the firm 
against the second supply order had been fi led on 
10th July 1979. In the case of non-supply against 
lhc fourth order the matter is under investigation by 
CBI (since September 1978). 

( iii ) The Accounts Office clerk who received the dis­
honoured cheque of the firm but could not prove its 
delivery further, was taken up under Discipline and 
Appeal Rules of the Railway, and a penalty of with­
holding of one set of passes during the year 1979 
was imposed on him. 

~ 

' 
~ 
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(iv) A fact finding enquiry at administrative level has 
been ordered (October 1979) to investigate the mat­
ter fully. 

Jn this case the following points deserve mention : 

(1) As the supply orders stipulated 100 per cent pay­
ment for the supply of material on receipt, it was 
necessary for the Railway Administration to satisfy 
themselves regarding the ready availability of steel 
with the firm before banding over cheques. 

( 2) The handing over of the cheques to the firm against 
supply orders without obtaining delivery was in con­
travention of the terms and conditions of the supply 
orders and without safeguarding the interests of the 
Railway. 

(3) Even though there was delay in the first supply or­
der and failure to supply the full quantity against 
the second order, the Railway Administration con­
tinued to disregard the specific condition in the 
subsequent supply orders and handed over cheques 
for the full value of the material relating to 3rd, 
4th and 5th supply orders even before the supplies 
were made and completed. 

( 4) After it was known that the firm was unable to deli­
ver the full quantity of the second order, the Rail­
way Administration did not issue 'stop payment' 
instructions to the bankers against the cheque issued 
to safeguard the interest of the Railways. 

(5) Even when the firm had given a cheque by way of 
refund of the value of the outstanding quantity of 
the second supply order, the firm's cheque was not 
presented immediately for encashment and when 
presented, this cheque was dishonoured by the bank;­
ers and finally this cheque was lost in the Accounts 
Office. 
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( 6) Tbe Senior Civil Engineer, Special intimated to the 
Chief Engineer (Construction) (March 1979) that 
the firm was not working and might go in for l iqui­
dation as they had defaulted payment to a number 
of parties. 

The Ministry of Railways (Railway Board) stated (Decem­
ber 1979) that the firm was on approved list and hence there 
was no room to suspect the boaafides of the firm . Th is firm had 
also supplied similar material in earlier years and as the firm had 
quoted the lowest rate against the limited tender, the orders were 
placed on it. 

It may, however, be pointed out that the serious defaults on 
the part of the firm, which occurred after the first and the second 
orders, should have alerted the Railway authorities to safeguard 
the interest of the R a ilway. Besides, ti mely action was not taken 
to safeguard R ailway's interest in the first two orders and there 
was two years' delay in filing a suit against the firm for recovery 
of the amount of the dishonoured cheque. 

17. Northern Railway-Purchase of brake heads 

In May J 973 the Rai lway Administration (Controller of 
Stores) placed an order on a fi rm for supply of 6,850 numbers 
of brake heads ('fabricated) at the rate of Rs. 56 each ( excl u­
sive of Central Sales T ax) , required for the ma·nufacture of wagons 
by Amritsar Workshop. The supplies were to be inspected by the 
Director of Inspection of the Director General , Supplies and Dis­
posals (DGS&D). The delivery was to commence from 29th Julv 
1973 and was to be completed by 28th February 1974. Th~ 
supplies were to be made in batches of 1,000 pieces per month. 
The fi rm was to be paid 90 per cent on proof of despatch af•er 
inspection by the designated inspecting .authority and balance 
10 per cent on receipt of material by the consignee. 

No supplies were made by the firm ti ll September 1973. On 
9th October J 973 the firm requested the Controller of Stores for 
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an amendment of the existing inspection clause of the order so 
as to permit inspection by the Research, Designs and S!andards 
Organisation ( RDSO ) of the Railways, inste.ad of the Dirc~'nr 
of Inspection of DGS&D, on the ground that the materials offered 
by the firm for the last one month had not been inspected by the 
Director of Inspection of DGS&D, and fur ther delay was ant icipat­
ed, while the R·ai lway required the m.ate rial urgently. The request 
of the firm was acceded to by the Controller of Stores on the same 
date. 

The firm completed the supply in 13 batches during the period 
from 24th October 1973 to 17th October 1974, duly inspected 
by the Deputy D irector ( Inspection and Liaison) of RDSO. The 
entire payment for the total supplies of stores amounting 10 

Rs. 3.84 lakhs (exclusive o'f Central Sales T ax) was paid by 
J anuary 1975. 

The Deputy C hief Mechanical Engineer, Amritsar Workshop 
reported to the Assistant Controller of Stores on 3rd December 
1975 that the brake heads, while in use, were not found suitable 
and on check, certain defects in m.anufacture, welding, alignment 
and dimensions had been noticed . Out of the total supply of 
6,850 numbers of brake heads l , 727 numbers only were 'found 
conforming to the specifications. But the rcmammg .5. ! 23 
numbers valued at Rs. 2.87 lakhs were not in accordance with the 
d rawing specified in the order. Accordingly, th e Controller n t 

Stores asked the firm on 20th March 1976 to repl ace the clcfcctive 
material immediately, failing which the terms of the contract would 
be enforced. The firm, however, replied in April 1976 that the 
brake heads had been .i nspected by the RDSO and that the defects 
were being pointed out after the elapse of 11 to 2 years. The firm 
further stated that the brake heads supplied hy them had alrcad.Y 
been used in the workshop and that thc defects now being point­
ed out related to the brake heads suppl ied by other fi rms or 
manufactured in the Railway Workshop itself. On 31st May 1976 
the R ailway Administration consti tuted a fact find ing committee 
consisting of Junior Administr.ative Grade Officers of Stores, 
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Mechanical and Accounts D epartments to investigate the case. 
The findings of the Committee were as under : 

( 1) The defective brake heads lying in the Stores Depot 
at Amritsar were those supplied by the firm. 

( 2) RDSO failed to carry out proper inspection of the 
material and stamping of the inspected pieces. 

( 3) The Stores 1D epartment accepted unstamped and 
hence uninspccted pieces. 

( 4) The workshop failed to point out the defects noticed 
in Apri l 1974 and to take timely remedial action. a.<: 
major portion of the supplies was received after the 
de"fects were noticed . 

( 5) There was no procedure to ensure that only i'nspectoo 
materia l was despatched after stamping. 

Subsequently, the firm sought arbitration. An arbitrator was 
appointed by the Ra ilway Administration on 2nd July 1976 to 
settle the disputes with the firm in this and 4 other cases. In its 
counter statement of claim submitted to the Arbitrator, the Rail ­
way Administration stated that "the suppliers supplied the afore­
said supplies to the Northern Railway in collusion with the RDSO 
Inspector to cheat the Northern Railway". The R ailway 
Administration further prayed that the firm be directed to : 

( i) replace 5,123 numbers of defective brake heads. or 

( ii) refund the price of defective material amounting to 
Rs. 2.87 lakhs plus Central Sales Tax, or 

( iii) rectify the defects in 5,123 brake heads and pay 
R s. 29,039 as damages, or 

( iv) pay Rs. 1.61 lakhs, the estimated cost of rectifying 
the defective material plus R s. 29,039 as damages. 

, 
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T he Arbitrator rejected the claim of Northern Railway Admi-
11.istraLion and did not gra·nt any relief prayed for. 

5 123 numbers of defective brake beads valued at R s. 2 .87 
' lakhs (excluding C.S.T .) are still (May 1979) lying unused in 

Amritsar Workshop. An additional expenditure of R s. 1.61 
Jakhs will have to be incurred on their rectification, before these 
can be made fit for use. 

The Railway Administr.ation stated ( June/ D ecember 1979) 
that the Central Vigilance Commission have since advised mnjor 
penalty action against two Inspectors of RDSO aJongwith certain 
other staff of Northern R ailway. H owever, disciplinary proceedings 
are yet to be finalized . 

The following poi nts deserve consi~eration : 

(1) T here was no material available with the Railway 
Ad ministration to establish the contention of the 
firm th.at there had been d elay on the part of the 
D irector of Inspection of the DGS&D to inspect the 
material justifyi ng his replacement by the Inspector of 
the RDSO. 

(2) There have been numerous fa ilures in this 
case. RDSO failed to carry out proper inspection. 
The Stores D epartment accepted unstamped p ieces. 
The Workshop fa iled to bring to the notice of the 
Stores Department, the supplying firm and the 
inspecting officer, the defects noticed in the supplies 
in April 1974, till December 1975. 

18. Northern Railway-Short accountai of stores 

Consequent to expansion of production progr.amme of dlesel 
locomotives in Chittaranjan L ocomotive Works (CLW) during the 
Fourth Plan period, the Ministry of R a ilways (Railway Board) 
reduced (August 1970) the number of YG steam locomotives 
to be prod uced d ur ing this period from 100 to 60 locomotives. 
The Ministry of Railways (R ailway Board) further, enjoined on 
S/23 C&AG/79-7 
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CL W Administration to ensure th.at no surplus material was 
allowed to be generated on account of the reduction in produc­
tion of YG steam locomotives. Accordjngly, the CLW Admi­
nistration decided (July 1971) to distribute YG loco compo­
nents available with them as spares to the user Railways on 
prorata basis. 

The spares worth Rs. 6.22 l.akhs were despatched by the 
CLW to the Northern Railway Stores Depot at Bikaner during 
the period July 1971 to May 1972. These were not acconnted 
for in the books of the Northern Railway on the ground that 
the materials were 'not covered by .any requisition or ord~r 
placed by them on the CLW and that price lists numbers/ r.atcs 
had not been quoted against the items. As per extant rules, 
all materials received by the Stores Depot, after proper check 
and inspection, are required to be accounted for in the numerical · 
ledgers with in 24 hours of the receipt of the vouchers. I t is 
the duty of the Depot Officer to see that: there is no .av.oi<lab!e 
delay between the receipt of the materials in the depot and their 
accountal in the depot ledgers, and that the materials are not 
allowed to lie in the receiving shed indefinitely. 

In May J 973 the Assistant Controller of Stores, Bikaner 
proposed to the Controller of Stores, to deliver these spares to 
the Works Manager, Bikaner for their utilis,ation by the Mecha­
nical Department: during periodical and intermediate overhauls 
of the locomotives. However, the details of actual transfer of 
these spares from the Stores Depot to the Workshop are not 
on record. 

The debits raised by the CL W for these spares were accepted 
(July 1974) by the Works Manager. Bikaner personally 
(debits are normally accepted by the Progress section of the 
Workshop) without ensuring physical verification and accountal 
of the materials in the books of the Railw,a.y. 

In February 1976, the Works Manager, Bikaner scrutin!sed 
the spares received from the CLW and decided to transfer items, 
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which were not required, to the Stores Depot, Bikaner. Conse­
quently, it was noticed in March 1976, that out of a total of 
751 items worth Rs. 6.22 Jakhs received from the CLW, 466 
items (value : Rs. 1. 73 Jakhs) had been consumed by the 
shops and 17 items (value : Rs. 1.25 lakhs) had been trans­
ferred to and accepted by the Assistant Controller of Stores, 
Bikaner. As regards remaining 268 items (value : Rs. 3.24 
lakhs) it was observed in November 1976 that while 59 items 
(value : Rs. 55 thous.and ) were available in the Worhhop, 
209 items (value : Rs. 2.69 lakhs) were not traceable either 
in the shops or in the Stores Depot. Neither the Stores De­
partment nor the Workshop was prepared to take the responsi­
bility for these missing items. A committee consisting of Works 
Manager, Workshop Accounts O'fficer and Assistant Controller 
of Stores, Bikaner constituted to enquire into the case, came to 
the conclusion in November 1976 th.at all the materials h <!d 
been received in the Stores Depot, but the Assistant Controller 
of Stores did not agree with the findings, as his records did 
not show receipt of these items. 

The Railwa¥ Admin istration stated (February 1979) that 
out of the 13 wagons in which the material was despatched by 
CLW to Bikaner in 1971 , movement of certain w,a.gons upto 
Ghaziabad and Bhatinda could be traced. It was also stated 
that since these wagons had moved about eight ye,a.rs back, the 
detailed checking of their movement was a time consuming 
process. 

In this connection, the following points deserve consid~ra­

tion : 

(1) The debits raised by the CLW were accepted by 
the Works Manager, Bikaner in July 1974 without 
physical verification and ,accountal of the spares in 
the books of the Railway. 

(2) The spares costing Rs. 2.69 Jakhs were found to 
be not traceable either in the Workshop or in the 
Stores Depot in November 1976. 
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(3) The responsibil ity of the defaulting staff for non­
verification and non-accountal of the spares when 
received from CLW, is yet to be fixed (November 
1979) . 

19. Northern Railway-Non-utilisation of cast steel knees 

Jn October 1972 the Ministry of Railways (Railway Board) 
placed on Amritsar Workshop, an order for the manufacture of 
575 BRHT wagons. In J.anuary 1973 the Deputy Chief Mecha­
nical Engineer, Amritsar Workshop requisitioned 2,320 numbers 
of knees cast steel (both right and left portions), as per their 
drawing, 'from t11e Stores Department. On the basis of thi f. 
demand, the Controller of Stores invited tenders in April 197 4 
and placed an order with a firm in September 1974 for the 
supply of 400 numbers of knees initially required for the first 
batch of production, .at the rate of Rs. 620 each (plus excise duty 
and Central Sales Tax) . As per terms of delivery laid down in 
the purchase order, the firm was to commence delivery of the 
material from 9th March 1975 and complete it by 9th January 
1976. 

The first consignment of 50 numbers of knees was received 
in the Stores Depot, Amritsar during M.ay to July 1975. How­
ever, the manufacture of BRHT wagons had already been 
commenced by the Amritsar Workshop in November 1974 and 
by August 1975 eighty BRHT wagons had already been turned 
out n'nd the manufacture o'f 25 more w.a.gons was in progress. 
The knees for the wagons already manufactured and for L'1ose 
in progress had been fabricated in the Workshop itself. 

The knees supplied by the firm were found to be having only 
right hand side instead of two sides-right and left. This was 
pointed out to the Assistant Controller of Stores, Amritsar by 
the Deputy Chief Mechanical Engineer, Anu·i tsar Workshop on 
•19th January 1976. By this time, 397 knees costing Rs. 2.55 
lakhs had been received in the workshop during May 1975-
January 1976. The Assistant Controller of Stores requested the 

-
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firm on 29th J,anuary 1976 to supply equal number of right an<l 
left knees as the knees already supplied were of one side and 
could not be used until and unless the other side o'f the same 
were also supplied. The firm replied in February 1976 that 
they had supplied the material as per drawing received with the 
purchase order wherein there was no mention of corresponding 
opposite side. The Controller of Stores, New Delhi, directed 
the Assist.ant Controller of Stores, Amritsar in August 1976 to 
accept 397 knees since supplied by the firm as per drawing, and 
simultaneously advised the firm of cancellation of the order for 
the balance quantity of 3 knees. 

Out of the total quantity of 397 numbers of one sided knees 
supplied by the firm, only 50 could be used on 25 wagons. This 
too could be done by fabricating equal number of match ing knees 
of the other side in the Railway Workshop. (Additional cost not 
ascertainable) 

Jn the meantime, the Ministry of Railways (Railway Board) 
withdrew the wagon order on Amritsar Workshop in September 
1976 .a.fter 130 wagans had been manufactured . 347 numbers 
of one sided knees costing Rs. 2.23 lakhs a'nd lying in the 
Stores Depot, Amritsar, were declared surplus by the Controller 
of Stores in November 1976 and offered to the Golden R ock 
Workshop of Southern Railway, the only other Workshop on 
Indian Railways, on which similar order for manufacture of 
BRHT wagons had been placed e.a.rlier by the Ministry ot 
Railways (Railway Board) in October 1972. The Southern 
Railway Administration, however, could not accept the material 
as manufacture of BRHT wagons had also been withdrawn from 
them· by the Ministry of R ailways (Railway Board) in September 
1976 . 

The R ailway Administr,ation stated (October 1979) that ::ifter 
retaining 230 numbers of the cast steel knees for Ra ilway's own 
requirements (200 numbers required 'for BRHT wagons to be 
manufactured agafust Rolling Stock Programme for 1979-80, 
and 30 numbers required for maintenance purposes) 
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117 numbers were being made over to a wagon building firm. It 
may, however, be added that this firm had, after conducting suit­
ability tests on two samples of the knees received from the Rail­
way, indicated (June 1979) that it was not possible for them to 
utilis~ these knees. 

In this co'nncction the following points deserve consideration : 

(1) The Deputy Chief Mechanical Engineer, Amritsar 
Workshop pl.aced the requisition for supply of knee~ 
on the Stores Department in January 1973 but the 
Controller of Stores invited lenders therefor in April 
1974 i.e. after more than a year. 

(2) The first consignment of 50 numbers o·f right lland 
side knees was received in the Stores Depot, Amritsar 
during May to July 1975, but the Assistant Con­
troller of Stores requested the firm for supply of 
equ,a.I numbers of r ight and left hand knees on 29th 
January 1976, i.e. over 6 months after the receipt 
of the supply. 

(3) The manufacture of BRHT wagons in which these 
knees were to be used, commenced in November 
1974, while the first consignment of the knees was 
received during May to July 1975. 

( 4 ) In his requisition of January 1973, the Deputy 
Chief Mechanical Engineer had clearly indicated his 
requ.irement for both right and left hand sides of the 
knees, but the Controller of Stores did not indicate 
the Railway's requireme'nt correctly in t11e purchase 
order placed on the firm in September 1974. 

(5) 347 knees (Value : Rs. 2.23 lakhs) procured during 
May 1975 to January 1976 and declared surplus in 
November 1976 are still (November 1979) lying 
unutilized/ undisposed of. 

--
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20. Northern Railway- Wrong indenting of material 

The Deputy Chief Mechanical Engineer, Jagadhri Workshop, 
placed a requisition on the Controller of Stores in July 1971 for 
purchase of 1,000 metres of steel wire rope of 56 mm 
circumference. 

Jn September 1971 the Controller of Stores asked the Foreman 
(Millwright) Jagadbri Workshop whether wire rope of 57 mm 
diameter (instead of 56 mm circumference demanded under the 
requisition) would suit his requirements. In October 1971 the 
Foreman (Millwright) informed the Controller of Stores that 
the requLrement was for 57 mm circumference and not 57 mm 
diameter. 

Jn spite of the clarification given by the Foreman, the Con­
troller of Stores placed an indent on the Director General, Supplies 
and Disposals (DGS&D) ill December 1971 for procuring, inter 
a/ia, 1,000 metres of steel wire rope of 57 mm diamyter. 

Accordingly, in January 1972 the DGS&D placed an order 
on a firm for supplying, inter alia, 1,000 metres of steel wire rope 
of 57 mm diameter at the rate of Rs. 7,407 per 100 metres. The 
wire rope was supplied by the firm in April 1972. 

In May 1972 the Assistant Works Manager, Jagadhri Work-· 
shop, intimated the Controller of Stores that the wire rope 
demanded by him was of 56 mm circumference, against which 
the supply for 57 mm diameter had been arranged. As such, 
the material was unsuitable for their requirements. The 
Controller of Stores, however, held (June 1972) that as per 
trade practice the size of rope was always shown in diameter, 
and in support referred to the rate contract which mentioned the 
size in diameter. It was also contended by boo that the description 
and the size of the material should have been checked on receipt 
of the copy of the indent from the Controller of Stores, and 
subsequently on receipt of the copy of the supply order from 
DGS&D, and that the discrepancy should have been pointed out 
there and then. ' 
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As the material could not be used by Jagadhri Workshop, 
the Controller of Stores offered the same to other users/Railways 
in June 1972 and again in August 1972, but there was no 
response. Finally, the wire rope was sent by the Jagadhri Work­
shop to the Stores Depot at Shakurbasti in November 1972, and 
has been lying there since then. 

In September 1978 the Railway Administration requested 
the Railway Liaison Officer with the DGS&D to help the Adminis­
tration in locating the likely consumers so that they could ho 
addressed to help in disposing of the surplus steel wire rope. In 
October 1978 the Railway Liaison Officer informed the Controller 
of Stores that the DGS&D had not received any demand for 
57 mm diameter wire rope till then. 

The wire rope valuing Rs. 67,383 has been lying unused for 
over seve'll years since its supply in April 1972. Responsibility 
for this wrong procurement has not yet (November 1979) been 
fixed . 

The Railway Administration stated (November 1979) as 
under: 

(i) The reply given by the Foreman (Millwright), 
Jagadhri Workshop in October 1971 that his require­
ment was for wire rope of 57 mm circumference and 
not 57 mm diameter was not connected by the 
Controller of Stores, before placing the indent on 
DGS&D in December 1971. 

(i i) A reference was made (September/October 1979) 
to some likely users of this item. Simultaneously, 
the possibility of disposing of this material through 
open auction is also being considered. 

(iii) An enquiry committee has been appointed in Novem­
ber 1979 to fix responsibility of the defaulting 
~~ , 

-
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The following points require to be looked into 

( 1) 

(2) 

Failure of the Controller of Stores to connect the 
reply of the Foreman (Millwright), Jagadhri Work­
shop received in response to the farmer's own 
enquiries, and to place the indent on DGS&D for the 
correct size after .converting the circumference size 
into the equivalent diameter size. 

Failure to point out the discrepancy to the Controller 
of Stores by the Deputy Chief Mechanical Engineer, 
Jagadhri Workshop, on receipt of a copy of the 
indent placed by the Controller of Stores on the 
DGs&D in December 1971 , and subsequently on 
receipt of a copy of the supply ordtrr placed by 
DGS&D on the firm in January 1972. 

The Ministry of R ailways (Railway Board) state.cl (December 
1979) that the wrong purchase was due to a clerical mistake as 
the significant difference between 'diameter' and 'circumference' 
had not been properly understood at the lower level. 

21. Chittaranjan Locomotive Works--Provision of cooling water 
bye-pass govemor in WDS-4 locomotives 

'Cooling water bye-pass governor' (an imported component) 
was provided in the Bwad Gauge WDS-4 diesel shunters fi tted 
with 'Mak' engine being manufactured in Chittaranjan Locomotive 
Works (CLW) under a Jiccnce agreement with a West German 
furn. The operating instructions for the locomotives with 'Mak' 
engine specify that the engine should not be loaded if the cooling 
water temperature was below 60°C. The provision of the cooling 
water bye-pass governor was intended to ensure that after th~ 
engine bas been started from a low water temperature, the water 
temperature increased rapidly to 60°C or more. 

In April 1973, the West German collaborators stated that the 
removal of cooling water governor ·could be recommended when 
it was ensured that diesel engine cooling water temperature was 
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not below approximately 60"C and outside ambient temperature 
of loco working is not below o·c. 

During March-September 1973 the Research, Designs and 
Standards Organisation, Lucknow (RDSO) after conducting test~ 
concluded that "elimination of the bye-pass governor from the 
cooling water cir.cuit for 'Mak' engine will not make any appreci­
able difference in the working of the locomotives and will not 
affect the safety of the diesel engine in any way". 

RDSO advised (September 1973) that the cooling water bye­
pass governor may be eliminated from all locomotives with 'Mak' 
engine built in future, provided the locomotives are meant for 
operation in areas where ambient temperatures do not fall below 
o·c and clear instructions are given to the locomotive users that 
the engine is not to be loaded until the cooling water temperature 
is higher than 60°C. 

As already mentioned this had been agreed to by the 
collaborators also. 

Owing to inherent climatic conditions in India the ambient 
temperatures in regions where the WDS-4 locomotives operate 
do not fall below o·c except on the Northern Railway where 
there was likelihood of the temperature coming down to o·c for 
a couple of days in a year. 

Though the advice of RDSO to eliminate the cooling water 
bye-pass governor was communicated to CLW in September 
1973, it was not implemented for more than three years till 
January 1977. 

CL W continued to procure and fit the cooling water bye-pass 
governors upto January 1977. During October 1973 to Decem­
bcr 1976 these governors were fitted in as many as 85 locomotives. 
The fitment of this component which was redundant and not 
essential for working of the locomotives entailed avoidable 
expenditure of about Rs. 3.76 lakhs (foreign exchange : 
Rs. 2.98 Jakhs). 

-
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Further the 33 nos. of cooling water bye-pass governors 
meant for WDS-4 locomotives were procured at a cost of 
Rs. 1.04 lakhs for which orders were placed in August-November 
1976. This expenditure was avoidable. 

CLW stated (October 1978/November 1979) that : 

( i) actual implementation of the decision took time 
because the performance of locos without cooling 
water bye-pass governor was to be kept under 
observation during winter months (RDSO trials 
covered summer months only) and due to difference 
of opinion amongst user Railways about non-pro­
vision of governors, 

(ii) 33 governors ordered io August-November 1976 
will be uti lised for ZDM-3 locos ( 10 nos.) WDS-8 
locos (5 nos.) and balance 18 nos. will be used as 
maintenance spares, and 

(iii) the elimination of cooling water bye-pass governors 
was subject to the condition that the responsibility 
of automatic system is replaced by individual judge­
ment of the driver to ensure that the engine is not 
loaded till water temperatUie is higher than 60°C and 
ambient temperature is not below o·c. 

It may be stated that the RDSO's decision of September 1973 
for the elimination of bye-pass governor was arrived at only 
after carrying out tests on WDS-4 locomotives. Further monitoring 
by CLW of performance of locomotives without cooling water 
bye-pass governors was not necessary and nor is there any evidence 
of CLW having done so. Only one Zonal Railway (Northern 
Rai lway) expressed (October 1973) its requirement for the pro­
vision of bye-pass governors in the locos allotted to them. The 
Northern Railway Administration was informed (October 1973 
and November 1976) by CLW that there would not be any 
WDS-4 loco working in the areas where outside ambient tempera­
ture was 0°C or below. Even if the fitment of bye-pass governors 
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was necessary for locos operating in Northern R ailway, there was 
no need to fit these governors in locos meant for. _other Railways. 
In any case, there was no justification for procurement of further 
33 governors in August-November 1976, after the decision was 
taken not to instal these governors in WDS-4 locos. 

Thus the fitment (October 1973-December 1976) of 
85 cooling water bye-pass governors in WDS-4 locos and further 
procurement (Au2ust-November 1976) of 33 cooling water 
bye-pass governors at an expenditure of Rs. 1.04 lakhs was 
avoidable. 

22 . Diesel Locomotive Works-Procurement of Woodward 
Governors for metre gauge locomotives 

Paragraph 12 of the Report of the Comptroller and Auditor 
General of India for the year 1975-76-Union Governme-nt 
(Railways) commented on additional expenditure incurred by 
Chittaranjan Locomotive Works (CLW) in procuring turbo 
chargers through their foreign collaborator even though this item 
was not manufactured by it and there was no obligation on the 
part of CLW to prncure them through the collaborator as 1x·r 
the agreement with it. 

Another instance of additional expenditure incurred by Diesel 
Locomotive Works (DLW) in purchasing 'Woodward Governors' 
through the collahorator is mentioned in succeeding paragraphs. 

DLW had been manufacturing metre gauge (MG) diesel 
locomotives fitted with ALCO diesel engines from 1968-69 under 
a collaboration agreement with Firm 'A' of United States of 
America. This agreement was for a period of 10 years from 
Fehruary 1962. According to Lhis agreement DLW was obliged 
to purchase their requirements of 'ALCO components' and 'ALCO 
special components' for the locos from the collaborator only. 
DLW, however, was free to buy from other sources any component 
other than the 'ALCO components' and also 'ALCO special 
components'. On expiry of the collaboration agreement, DLW 
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concluded (February 1972) another agreement with firm 'A' 
effective for five years from February 1972 under 'Which there 
was no restriction for purchases to be made through the colla­
borator. DLW was thus free to buy from any source the loco 
components irrespective of whether an item was 'ALCO compo­
nent', 'ALCO special component' or a commercial component. 
The 'Woodward Governor' is an important component used for 
<lie1Sel engine control in MG diesel locos. 

The 'Woodward Governor' was neither an 'ALCO component' 
nor an 'ALCO special component' inasmuch as the 'Governor/ 
Woodward Governor', was not included in the lists of 'ALCO 
component' and 'ALCO special component' annexed to the 
collaboration agreement of 1962 and the collaborator had not 
supplied the manufacturing drawings and material specifications 
as it did in respect of its own components. 

On an enquiry from DLW (October 1970), furn 'B' of United 
States of America indicated (December 1970/January 1971) its 
willingness to supply the 'Woodward Governor' at a price of 
$ 2,342 ex-American port as against $ 2,739.68 paid to the 
collaborator at that time. 

Even though DLW became aware in January 1971 that firm 
'B', ( the manufacturer of 'Woodward Governor') was in a position 
to supply the 'Governor' at lower rates (less by $ 397.68 per 
piece in 1970-71) , DLW procured as many as 160 'Woodward 
Governors' from firm 'A', their collaborators during August 1971 
to July 1974 at rates ranging from $ 2,931.83 to $ 3,832.17. 
The extra expenditure incurred by DLW in respect of 160 
'Governors' worked out to Rs. 4.77 lakhs (at $ 397.68 per piece 
i.e. the difference between prices paid to firm 'A' and price quoted 
by firm 'B' in January 1971). 

The DLW Administration maintained (March 1979) that 
as the 'Governor' was an 'ALCO component' /'ALCO special 
component', DLW was contractually bound by the agreement of 
1962 to purchase all such components from the collaborator 
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upto February 1972 and that for period 1972-74 there was 
no known alternative source for a . fuJly acceptable supply. 

The following points are, however, worth mentionj ng in tbis 
case : 

(i ) The 'Woodward Governor' was not an 'ALCO 
component' /'ALCO special component' and as such 
the DLW Administration was not bound to procure 
this item from the collaborator, either under tho 
collaboration agreement of 1962 or under the 
purchase agreement of 1972. 

(ii) After having received information in 1970-71 that 
the manufacturer of thls item was firm 'B' other than 
the collaborator and that firm 'B' was willing to 
supply this item at lower rates, it is not clear why 
the DLW Adminfatration did not procure this item 
from the manufacturer. 

The DLW Administration stated (December 1979) that the 
enquiry made in 1970-71 was of an exploratory nature to locate 
alternate sources of supply for future contingency of non supply 
from firm 'A' and also keeping in view the fact that the agreement 
of 1962 was likely to expire in December 1972. The Adminis­
tration further added that on getting the quotation, the matter 
shouJd have been further pursued with them which was, however, 
not done. 

The Ministry of Railways (Railway Board) also stated 
(December 1979) that there was lack of co6rdination between 
the design wing (which initiated the enquiry in 1970-71) and 
the purchase section of DLW. 

23. Central Railway- Purchase of components for four-pipe 
exhaust manifolds 

Prior to 1963, WDM-2 type diesel locomotives imported by 
Indian Railways were fitted with four-pipe exhaust manifoldc; 
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made out of alloy cast iron: In view of the unsatisfactory perfor­
mance of these manifolds, the suppliers progressively introduced 
stainless steel single pipe exhaust manifolds in the new locomotive~ 
c;ince 1963. The firm also recommended that all the locomotives 
in the Indian Railways should be gradually changed to the stain­
less steel single pipe manifolds as and when the four-pipe exhaust 
manifolds required replacement. 

In the 10th Meeting of the Diesel Mai ntenance Group ol 
Indian Railways held at Kharagpur in April 1968, it was decided 
that Railways should change over to single pipe manifolds from 
four-pipe manifolds on a programmed basis. This meeting was 
,attended by the Divisional Mechanical Engineer (Diesel) , New 
Katni Junction, representing the Central Railway. 

45 out of 70 locomotives held by Central Railway were being 
maintained by the Diesel Locomotive Shed at New Katni J unction. 
The Divisional Mechanical Engineer (D iesel) , New Katni 
Junction, placed (January 1970) indent on the Stores Department 
after assessing his total annual requirements of the five components 
of the four-pipe exhaust manifolds at 700 pieces as under : 

SI. Description of 
No. components 

1. Tees lower 

2. Tees lower 

3. Tees lower 

4. Tees upper 
5. Tees upper 

Drawing No. rcqui- No. re- Annual 
No. red per qu ired for requ ire-

C.I.EN. 46 

C.L EN . 47 

C.I.EN. 48 

C.LEN. 36 
C.T.EN. 38 

loco 45 locos men t 

5 

3 
4 

225 

45 

45 

135 
180 

250 

50 

50 

150 
200 

630 700 

While making this assessment in January 1970, the Divisional 
Mechanical Engineer (!Diesel) ignored the policy decision of 
April 1968 to replace the four-pipe exhaust manifolds by single 
pipe manifolds and also the fact that 9 singfo pipe manifolds had 
already been received in New Katni shed by that time. 

• 
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Jn June 1971 (after a period of 17 months of placing indent) 
the Stores Department placed purchase orJers on two firms 'A' 
and 'B', inter alia, for supply of 350 Tees upper and 350 Tees 
lower by March 1972 and January 1972 respectively. On the 
basis of the average annual issues of these components (78 nos.) 
during 1964-1970, the quantities ordered in 1971 were sufficient. 
for nearly 6 to 22 years' consumption. The supplies wer.:: 
completed by firm 'A' on 3rd June 1972 and by firm 'B' on 
31st October 1973. Meanwhile in May 1973, the Mechanical 
Department advised Stores Department that action might be 
taken to cancel supply order for four-pipe manifolds components, 
if possible, as they were no longer required. Efforts made by 
Stores Department in September 1973 to cancel the pending items 
(225 in number) yet to be supplied, proved fruitless, as the 
firm 'B' was not prepared to accept thz cancellation. Out of 
700 pieces of these components procured, only 101 could be 
consumed by tl1e Diesel Locomotive Shed by March 1975 and 
194 pieces were transferred to another Railway. The remaining 
405 pieces (value : Rs. 3.50 lakhs) were rendered surplus to 
requirements. As there were no issues alter March 1975. the 
Administration scrapped these items in March 1978. The scrap 
value was assessed at Rs. 4 thousand only. 

By resorting to purchase of these components for four-pipe 
exhaust manifolds far in excess of actual requirements when it 
was already known that four-pipe exhaust manifolds were to be 
changed over to single pipe design, the Railway Adroin'stration 
incurred a loss of Rs. 3.46 lakhs. 

The Railway Administration stated (October 1979) iliat 
although a policy decision had been taken in 1968 to change 
over gradually from four-pipe manifolds to single pipe exhaust 
manifolds, the dates by which the latter would be available were 
not definitely known; and judging from the condition of the 
components of four-pipe manifolds, it was considered essential 
to obtain spares to prevent the locomotives being grounded on a 
large scale. The Administration further maintained that since 
bulking, · clearing and distribution of supply of imported items 
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were arranged by Diesel Locomotive Works, Varanasi, the delivery 
schedule of single pipe manifolds was not known to the Railway in 
June 1971. 

The following points deserve consideration : 

( 1) In assessing the annual requirements of the five 
components for four-pipe exhaust manifolds at 
700 pieces, the Divisional Mechanical Engineer 
(Diesel), New Katni Junction, ignored the decision 
of the Diesel Maintenance Group (in which he 
represented the Central Railway) to replace the 
four-pipe exhaust manifold3, by single pipe exhaust 
manifolds and also the fact that 9 single pipe 
manifolds had already been received in the shed by 
that time. 

(2) 

(3) 

The assessment of annual requirements of the five 
components of four-pipe exhaust manifolds at 
700 pieces in January 1970 was very high, when 
compared to the past average o[ annual issues during 
1964-1970 viz 78 pieces. 

Had the Railway Administration drawn a proper 
programme for change over from four-pipe exhaust 
manifolds to single pipe exhaust manifolds in 
r.onsultation with iDiesel Locomotive Works who 
were responsible for bulking, clearing and distribution 
of imported items, the dates of availability of single 
pipe manifolds would have been known to them. 

24. Southern Railway-Delay in finalisation of tenders 

On an indent placed by the D eputy Chief Signal and 
Telecommunication E ngineer, Podanur Workshop, on 17th May 
1974, open tenders were invited by the Stores Department on 
8th July 1974 for the supply of 1.85 lakh numbers of carbon 
contacts urgently required for manufacture of rdays. The due 
date for submission of tenders was notified as 23 rd September 
1974. Out of the three valid quotations received, the offer of 

S/23 C&AG/79-8 
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firm 'A' was for indigenous supplies while those of firms 'B' and 
'C' were for imported carbon contacts. Firm 'B' had earlier in 
August 1973 and February 1975 supplied 96,000 numbers and 
64,000 numbers respectively of similar contacts. The offer or 
firm 'A' (Rs. 270 per 100) was the lowest and that of the firm 'B' 
(Rs. 244 equivalent of £ 13.06 per 100 fob) was the next 
higher. These offers were valid upto 6th November L 974 and 
21st November 1974 respectively. 

On 23rd November 1974 (after the validity period of th..: 
offers was over), the Works Manager advised the Stores 
Department that the know-how for the indigenous manufactu re 
of the carbon contacts was still not established, and suggested th at 
the item be procured from fi rm 'B', ignoring the indigenous offer 
of firm 'A'. 

As the date of validity of the initial offer of firm 'B' had 
already expired, the Stores Departm~'nt addressed ( 27t h 
November 1974) the fi rm to keep its offer open for 
another 5 months. On 18th December 1974 the firm extended 
the validity of its offer upto 28th Februnry 1975. The firm also 
advised the Railway Administration on 7th February 1975 that 
there was every likelihood of a price increase, and a letter of 
intent could be sent before end of F ebruary 1975 for a 
commitment at the quoted rates. At the request of the 
Administration, the firm, on 27th February 1975. extended 
further the validity of their offer (without any price increase) 
upto 31st March 1975. 

The Tender Committee, on 10th March 1975, recommended 
the offer of firm 'B' at the rate of Rs. 244 ( £ 13.06) per 100 
(fob) for 1.80 lakh numbers. The General Manager, on 12th 
March 1975, accepted the recommendation and thereafter 
firm 'B' was asked on 2nd April 1975 to keep their offer valid 
for another 90 days. The firm extended (10th April 197 5) 
the validity of the offer upto 30th June 1975, and at the same 
time raised the price of the carbon contacts to Rs. 316 ( £ 16.93) 
per 100 numbers (fob). The General Manager accorded 

' 
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sanction to the acceptance of higher price on 9th May 1975. 
After the release of nece~sary foreign exchange by the Ministry 
of Railways (Railway Board) in July 1975, purchase order for 
1.80 lakh carbon contacts was placed on the firm on 20th August 
1975. 

As a result of avoidable delay in finalising the tender, the 
Railway Administration incurred an extra expenditure of Rs. 2.31 
lakhs. 

The Railway Administration stated (October 1979) that the 
various steps in processing a case for importation take a minimum 
of 5 to 6 months, and as such it was not possible to enter into a 
commitment before 31st March '1975. 

The following points deserve consideration : 

( 1 ) The finalisation of tender took one year and three 
months from the time of placing the indent even 
though the carbon contacts were urgently required 
for manufacture of relays. 

(2) The last date for the finalisation of tenders originally 
was 21st November 1974. 

1 
The Works Manager 

did not communicate his technical opinion to the 
Stores Department within the validity period. 

(3) The validity period of tender was first extended by 
the firm from 21st November 1974 to 28th February 
1975. No decision could be taken before 28th 
February 1975. The validity of tender was 
further extended upto end of March 1975 and a 
decision was taken by the General Manager to 
accept the tender of firm 'B' on 12th March 1975. 
The circumstances in which the order could not be 
placed on the firm before the expiry of the validity 
date need to be investigated, especially when in 
February 1975 the firm had forewarned the 
department of the likely increase in price. 



CHAPTER V 

WORKS 

25. Wheel and Axle Plant-Extra expenditure due to incorrect 
assessment of earthwork 

The Ministry of Railways (Railway Beard) entered (Apr;} 
1974) into a collaboration agreement with a foreign firm for 
setting up a factory to manufacture wheels at Y elabanka 
(Bangalore). The factory was alsQ to manufacture axles for 
which, however, no collaboration was envisaged. As per the 
terms of the agreement, the collaborator submitted (August 
1974) a prelimina1y layout of the factory. The Railway 
Administration prepared a final layout (in East-West direction) 
for the factory in January 1975. On the basis of th is layout, 
tenders for earthwork, levelling and forming bank etc. on the site 
(in East-West direction) were invited in March 1975. The 
work (value : Rs. 28 .58 lakbs) was awarded in September 1975 
to contractor 'A' at 29 per cent above the basic schedule of rates, 
with stipulated completion date as 19th August 1976. The 
contractor was permitted to commence the work on 4th October 
1975, before the formal agreement was executed (November 
1975). 

The contract provided for the foilowing quantities of earth-
work: 

D cs-::r ipt ion of work 

I . Earthwork excavation in all k inds of 
soils includ ing soft rock (for lead of 

Quant ity Rate 

400 m with two lifts.) 6. 20 la khs cum Rs,. 45 . 92 per 

4. Earthwork exc:ivation in' hard rock 
(for lead of 400 rn wi th two li fts) 

110 

600 cum 

10 cum 

Rs . 172 .86 per 
10 cum 

f 
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The tenderers ·had been advised in their own interest to 
.inspect the site and ascertain the site conditions etc. before 
tendering. The contract also provided tbat the quantities of 
work indicated were tentative and approximate and were liable 
to variations and any extra claim from the contractor on this 
account would not be entertained under any circumstances. 

In the meantime in April 1975 (after the tenders were invited 
in March 1975 but before the work was awarded in September 
1975) the R ailway Administration decided to change the layout 
from East-West to North-South direction, as this revised !ayout 
had the advantage of better facilities for yard operation and 
availability of more area for future expansion of the factory. It 
was also decided that the revised layout in the North-South 
direction should be got cleared by the collaborator, before field 
works were started based on the revised layout. It was indicated 
that the comparative costs of earthwork in levelling between the 
two layouts were more or less the same. The revised layout 
in North-South direction was referred to the collaborator in 
October 1975. However, the Railway Administration did not 
wait for the formal approval of the collaborator to the revised 
layout, as no changes of any major character were expected to 
be made by the collaborator. 

The quantity of earthwork as per the revised layout in 
North-South direction was assessed before awarding the contract 
in September 1975, as follows : . 

A5 per tender Revised quantity 
"CheduJe 

Earthwork excavat ion in a ll kindsofsoils 6.20 lakhscum 5.801akh6cum 

Earthwork excavation in hard rock 600 1:um 6000 cum 

The lead in the revised layout · increased from 400 m to 
495 m: 

The agreement entered into with the contractor in November 
1975, did not provide for quantities as assessect above for the 
revised layout, but as originaJly assessed and notified in the 
tender with East-West layout. 
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In February 1977, the contractor claimed compensation by 
way of increased rate at 150 per cent over the contracted rates 
on account of the increase in lead from 400 m to 495 m and 
also due to taxing conditions and situations not anticipated at the 
time of tendering, and at 450 per cent over the contracted rate 
for the increased quantity of earthwork in hard rock beyond the 
125 per cent of the tendered quantity. 

After negotiations with the contractor, the Railway 
Admini5tration revised (September 1977) the rates, as follows : 

1. Earthwork in soil including 
soft rock 

2. Ea rthwork in hard rock 

As per 
contract 

Claimed 

Rs. 45 .92 Rs. 165 
per 10 cum per 10 cum 

Negotiated 

Rs. 45 . 92 per 
JO cum (for 
4.4 lakhs 
cum) and Rs. 
130 per 10 
cum (for 1.4 
lakhs c um 
beyond the 
lead 400 m) 

Rs. 172.86 Rs. 906 per R s. 172.86 per 
perlOcum JOcum 10 cum for 

750 cum and 
Rs. 417 per 
10 cum for 
5250 cum 

Consequently, the value of contract increased from Rs. 28.58 
lakhs to Rs. 40.72 lakhs. If the quantities had been revised and 
the increased lead indicated before the award of the contract, the 
Railway Administration could have saved extra expenditure upto 
Rs. 8.26 lakhs. 

As further excavation was carried out, more rock out-crops 
were exposed and the earthwork excavation in hard rock was 
further revised (July 1979) from 6,000 cum to 11,500 cum. The 
contractor claimed (September 1978) a higher rate of Rs. 990 
per I 0 l:Um, as against the negotiated rate of Rs. 417 per 10 cum 
(September 1977) for the entire excess quantity over and above 
6000 cum provided in the revised agreement. This claim is still 
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(November 1979) under consideration of the Railway 

Administration. 

The Administration stated (July 1978/Septembcr 1979) as 

follows : 

(i) The original quantity had been estimated on the basis 
of out-crops of rocks and their slopes and that a more 
accurate assessment would have involved 11eavy 
expenditure on trial boring. 

(ii) Since the contractor was not prepared to extend the 
validity of his tender beyond 30th September 1975 
and further in view of the fact that the most 
advantageous rates had been received by the 
Administration from this contractor, it was not 
considered prudent to wait any longer, and the 
work was accordingly, awarded to this contractor ·in 
September 1975. 

( iii) Keeping in view that the difference in the total 
quantity taken together (the earthwork in hard rock 
and other than hard rock) was a reduction of 
34,600 cum, it was not considered necessary to revise 
the quantities in the contract. 

(iv) Since the contractor's claim in September 1977 for 
higher rates would have been sustainable in a court 
of law, it was considered prudent to settle his claim 
by negotiations. 

(v) They had obtained the maximum advantage by 
restricting the payment at the increased rate to a 
quantity of 1.4 lakhs cum only, instead of the entire 
quantity of 5.8 lakhs cum claimed by the contractor. 

The fo llowing points require consideration : 

( J ) Even though decision on the change in the layout 
of the factory had been taken by the Administration 
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as early as in April 19·75, and the quantity of 
earthwork as per revised layout in North-South 
direction had also been assessed before the award 
of the contract in September 1975, the agreement 
entered into by the R ailway Admi11istration with 
the contractor in November 1975 provided for 
quantities not as per revised layout, but as originally 
assessed and notified in the tender in March 1975 
with East-West layout. 

(2) Even though the area of the site for excavation in 
hard rock was 15 acres only, the Administration 
had not made a detailed survey of the soil condi­
tions and instead. framed the estimates on th~ 

basis of surface conditions. The original assess­
ment of earthwork in hard rock was not, therefore, 
properly done. There is no evidence that more 
realistic assessment was not done due to the likeli­
hood of heavy expenditure on trial boring. This 
led to the revision of quantity of hard rock excava­
ti on from the originally assessed quantity from 
600 cum to 6,000 cum (September 1977) and 
subsequently to 11 ,500 cum (July 1979) i.e. an 
increase of 1,817 per cent over the original 
estimate. 

(3) There was fai lure on the part of the Rai lway 
Adminjstration to ascertain the increased lead from 
400 m to 495 m in the revised layout. 

Failure to assess correctly, the earthwork involved. incl udi ng 
the extra lead and rocks beneath the soil, resulted in extra 
expenditure upto Rs. 8.26 lakhs. This will increase further to 
Rs. 12. 75 lakhs if higher rate for earthwork in hard rock has to 
be paid. as per the contractor 's claim of September 1978. 

1 , 

-
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26. Southern Railway-Overpayment made to a contractor 

A contract (value : Rs. 19.01 lakhs) was entered into with 
a firm 'A' by R ailway Administration in September 1965 for 
earthwork in reach V of the Mangalore-Hassan R ailway project. 
The work was to be completed within a period of 18 months i.e. 
by 3rd March 1967. After granting several extensions, extend ing 
to nearly 5 years, the R ailway Administration finally terminated 
the contract in March 1972 after issue of the required notice 
that the left over works (value : Rs. 5 .20 lakhs) would be got 
completed at the contractor's risk and cost. The work was 
completed th rough another contractor, firm 'B', in November 
1973 and the extra cost of execution worked out to Rs. 1.85 lakhs. 

Till April 1971 th i"rty two 'on account' bills amounting t•) 
Rs. 11.45 lakhs had been paid to fi rm 'A' on the basis of 
approximate assessment of the percentage of work done, as 
certified by the respective Assistant E ngineers concerned. When 
the fin al bill was prepar ed (March- August 1972) on the basis 
of detailed measurements recorded in June 1971 , it was noticed 
that an overpayment of Rs. 1.61 lakhs had been made to firm 'A·. 

A f&ct finding committee nominated by the Chief Engineer 
(Construction) and the F inancial Adviser and Chief Accounts 
Officer (Construction) reported (November 1972) that the 
overpayments. had occurred due to failure on the part of the 
Assistant Engineers to adhere to the established procedure ( 1) 
for maintenance of p roper records in the Assistant Engineer!'' 
offices and (2) for measurement of earthwork and lead for work 
done by the contractor. Because of the non-maintenance/posting 
of earthwork registers in the Assistant Engineers' offices, no 
cross-checks of quantities measured in the field could be conducted 
at any stage. I t was also noticed by the fact finding committee 
that no test check by higher officers of earthwork measurements 
recorded by Assistant Engineers had been made as required by 
the depart menta l instructions. 
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The rules in the Engineering Code provide that in cases where 
deta iled measurements are not recorded and 'on account' payments 
are made on the basis of certificate granted by the executive 
officer to the effect that 'not less than the quantity of work paid 
for has actually been done' , the officer granting such certificate 
will be held personally responsible for any overpayments. C harges 
for major penalty were framed against the five defaulting Assistant 
Engineers during November 1972 to December 1974, and action 
under Discipline· and Appeal Rules initiated against them. 
However, finally, warnings to be recorded were issued to them in 
May-June 1977. 

In May 1975 the fi rm 'A' was called upon to make good the 
total loss o f Rs. 3.46 lakhs (Rs. 1.85 lakhs on account of risk 
contract and Rs. 1.61 lakhs on account of overpayment) suffered 
by the Railway Administration ; but there was no response from 
them. Jn November 1977 (i.e. after over 5 years of the· termi­
nation of the contract) a suit was filed against the firm 'A' for 
recovery of Rs. 2.40 lakhs (after deducting security deposit of 
Rs. 1.06 lakhs available with the R ai lway Administration). The 
suit is still (November 1979) in progress, and an amount of 
R s. 19,696 has been incurred towards legal expenses. 

The Railway Administration stated (August 1978 and 
December 1979) that act ion for recovery could not oe taken 
earlier due to : 

( i) the concerned records being with the Special Police 
EstabLishment (SPE) upto December 1973, and later 
on with the Discipl ine :rnd Appeal Rules Enquiry 
Committee until May 1975, and 

( ii ) verification having to be made whether there were 
any washaways or subsidences of the subsoil under 
the load of the new bank , on account of heavy rain­
fall which could have caused loss of earthwork, 
indicating no lapse on the part of the executive staff 
concerned. 

-
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The following points require considei:ation in this connection : 

( 1) The work certified for payment by the Assistant 
Engineers turned out to be more than that had been 
actually done. It requires to be examined why 
earthwork registers were not maintained/posted, 
resultina in excess certification by the Assistant 

0 

Engineers. 

(2) While the overpayment to the contractor had come 
to the notice of the Administration in June 1971 
and the extra expenditure on account of risk contract 
had become known in November 1973, and by that 
time the records seized by the SPE had also been 
returned, the initial demand on the contractor to 
make good the loss of Rs. 2.40 lakhs was made only 
in May 1975. It was again after a further delay of 
'.H years that a suit for recovery was fi led in Novem­
ber 1977. The requirements of the records by the 
Discipline and Appeal Rules Enquiry Committee 
could not stand in the way of making a demand 011 

the contractor and initiating further action for 
recovery. 

27. Southern RaHway-Excess earthwork in Mangalore-Hassan 
Railway Project 

The survey report on Mangalorc-Hassan metre gauge (MG) 
Railway Project submitted in December 1963 provided for 16 ft 
wide banks and 14 ft wide cuttings in accordance with the MG 
standards. The estimate for the project sanctioned in Novem­
ber 1964 provided for construction of sub-structures of bridges 
and profiles of tunnels to broad gauge (BG ) standards for 
possible conversion of the line from MG to BG at a later date ; 
but formation of banks and cuttings was provided for MG 
~ t andards only, as it was an MG line. The tender schedules 
were prepared, with the quantity of earthwork assessed , based 
on MG standards, and contracts were entered into (January 1970) 
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for reaches VIII and JX, with fi rm 'A' and for reach I with firm 
'B'. 

The work was commenced by contractor 'A' in reaches VIII 
and IX in January 1970. While the work was in progress, it 
was decided by the Project Administration during January 1970-­
February 1972 to carry out regrading and rea lignment in these 
reaches. This resulted in reduction of the original quantum of 
earthwork from 5.78 lakhs cum to 4.88 lakhs cum (15.6 per 
cent) in reach VJTl and from 5.39 lakhs cum to 3.46 lakhs cum 
(35.8 per cent) in reach IX. No such change was made in 
reach I. 

During execution of the work, banks and cuttings in reaches -
VIII, IX and T were found ( 1972) to have been formed beyond 'f 
¥G standards. The formation of banks and cuttings beyond 
MG standards had not been based on any specific written 
instructions to the confractor on tbe basis of any tech11ical 
considerations. The Ch ief Engineer (Construction) duri ng 
his inspection of reach VIII in F ebruary 1972, observed 
tha t the cutting widths as executed by the contractor varied from 
18 ft to 24 ft (as against 14 ft required according to MG 
standards), and instructed that payment may be made for cutting 
widths upto 18 ft and bank widths upto 20 ft as per RG ~ 
standards. 

In April 1972 contractor 'A' represented that payment may 
be made for the actual quantities of earthwork done under banks 
and cuttings, in view of the following reasons : 

,. 

(i) The quantities of earthwork had considerably come 
down as compared to the quantities provided in the 
contract. 

(ii) Heavy earth moving machines for this work were 
brought to the site, considering the original volume 
of earthwork to be done. Consequent upon the 
reduction in the quantities of earthwork to be done, 
the expenditure incurrC'cl for the transport of these 
machines had become wasteful. 

-
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(iii) Banks and cuttings had become wider as a result of 
the use of the heavy earth moving machines. 

Clause 2 of the special conditions of contract (for earthwork 
in forming bank and cutting) provides that the quantities men­
tioned in the schedule are onJy approximate and the contractor 
can have no claims on account of variations in quantities. 
Clause 8 of the conditions of contract further provides that the 
contractor shall make his own arrangements for the required 
earth moving vehicles at his own cost. 

Jn spite of the above provisions, the Railway Administration 
agreed (February 1972) to make payments for the earthwork 
on the basis of widths of BG standards instead of MG standards 
as provided in the agreement on the plea that the contractor's 
claims were genuine and would be sustainable in arbitration or 
in a court of law. The quantity of excess earthwork in reaches 
VJH, IX and I worked out to 38,578, 21,701 and 2,577 cum, 
valued at Rs. 1,30,326, Rs. 62,526 and Rs. 7,574 respectively. 
While payments amounting to Rs. 1.93 lakhs in respect of 
reaches VIII and IX had been made during F ebruary 1972-
May 1975, payment of Rs. 7,574 in respect of reach I was 
disallowed by the Administration in August 1977 after the matter 
had been taken up by Audit in July 1977. 

The Administration stated (June 1978 and October 1979) 
as under : 

(i) Day to day inspections and superv1s1ons at various 
levels were conducted, and the purpose of these 
frequent and periodical inspections was to issue 
suitable instructions on the spot, as and when the· 
work progressed, and as required, based on the site 
conditions and technical considerations. It would 
not, therefore, be appropriate to conclude that no 
specific instructions had been issued to the contractor: 
regarding the standards to which earthwork had tQ 
be done in the present case. 
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(ii) The decision to pay for actual quantities of work: 
done restricted to BG dimensions. helped in 
persuading the contractor not to press his claims. 

The following points require consideration : 

(I) While tender schedules had been prepared as for 
MG standards, the payments for reaches VIII and 
IX were allowed as for BG standards, resulting in 
extra expenditure of Rs. 1.93 Jakhs, though the same 
were disallowed for reach I. 

(2) T hough, as per terms of contract, the contractor 
could not claim compensation for variation in 
quantities or for bringing heavy earth moving 
machines to the site of work, the Railway Adminis­
tration admitted the extra contractual claims on the 
plea that they were genuine and might be sustainable 
in arbitration. 

(3) Any oral instructions issued during inspections which 
materially affected the volume of work, and hav" 
financial implications, would have to be justified and 
recorded . No justification and record -were, however, 

, available. ' 

( 4) If the extra earthwork had been actually authorised 
by the Administration on technical .considerations, 
there would have been no need for the contractor to 
represent for payments of actual quantities, and for 
the Administration to restrict payments to BG 
standards instead of actual quantities. 

28. Eastern Railway-Avoidable payment of compens-atioo to 
contractors 

The Eastern Railway owns three stone quarries at Bakudih, 
Taljhari and Barharwa in Bihar State, for which the land had 
been acquired from the Government of Bihar in 1909 (188 a.cres), 
1917 (14.0 2 acres) , and 1958 (100.02 acres) respectively. ' 
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Boulders and ballasts were being extracted from these quarries 
for track maintenance through Jabour contractors. 

Jn September 1964, D istrict Mining Officer advised Railway 
Administration that any acquisition under the Land Acquisition 
Act of 1894 with reservation as provided by Section 3 of the 
Land Acquisition (Mines) Act, 1885 did not carry with it rights 
for the minerals under the land, which remained with the original 
owner. T he R ailway Adm injstration was not, therefore, entitleri 
to quarry stone etc. from the land without the prior consent of 
the original owner and on such terms regarding payment of royalty 
as might be agreed upon. He, therefore, indicated that the 
R ailway was not exempted from payment of rent and royalty on 
the minerals extracted from the R ailway quarries, unless there 
was specific exemption in the declarations issued under Section 6 
of L and Acquisition Act. The Deputy Commissioner, Santhal 
Parganas, requested (September 1964) the R ailway AdmirustratiC'n 
either to produce a copy of the declaration under which exemption 
had been granted or arrange to pay the royalty on the mineral~ 

quarried so far, by 31st October 1964, failing which the State 
Government would prosecute the contractors working in the 
quarries and evict the Railway from the area. As the Railway 
Administration did not submit the required declara tion nor paid 
the royalty, the Deputy Commissioner, Santhal Parganas, served 
notices (November 1964) on the Railway to vacate the quarries 
and a lso directed the Railway contractors to refrain from quarry­
ing in the Railway Land . However, on representation by the 
Railway Administration, the Deputy Commissioner restored 
status quo in January 1965, pending final decision on the issue, 
and requested the Railway Administration to keep necessary 
account of the ballast quarried etc. so that royalty could he 
recovered from the R ailway Administration in case the question 
was decided in favour of the State Government. The District 
Mining Officer intimated in September 1967 that the Railway was 
not exempted from rent and royalty in respect of the minerals 
from the three quarries acquired by the Railway Administration. 
On the basis of the details furnished by Railway Administration, 



122 

the District Mining Officer, in June 1968, demanded Rs. 4.84 
Jakhs as royalty for tbe three quarries at Bakudih, Taljhari and 
Barharwa for the periods from 3rd December 1952 to 20th March 
1963, from 1st January 1954 to 25th March 1968 and from 
J 6th December 1953 to 26th June 1961 respectively. 

Without finally settling the question of the Railway's liability 
for payment of royalty to the State Government, the Railway 
Administration entered into three contracts in August 1968 
(Bakudih) , September 1968 (Taljbari) and September 1969 
(Barharwa), with three different contractors 'A', ' B' and 'C' for a 
period of three years for manufacture and supply of stone ballast. 
The Railway Administration did not settle the dispute with the 
State Government to ensure uninterrupted operation in the 
quarries. While the contractors were working in the quarries, 
the Deputy Commissioner served (March 1970) notices on the 
Railway Administration and the contractors to stop mmtng 
operation in the quarries due to non-payment of royalty by the 
Railway Administration. The contractors were thus forced to 
stop the work with effect from March 1970. 

On representation by the Railway Administration, the Deputy 
Commissioner, howe'Ver, allowed quarrying operation in Barharwa 
quarry in March 197 L and in the remaining two quarries Bakudih 
and Taljhari in August 1975. For the enforced stoppage of 
work during the contractual periods, the three contractors claimed 
in June 1971 (Taljhari), April 1973 (Barharwa) and Februarv 
1974 ( Bakudih), Rs. 8.23 Iakhs ( Rs. 2.32 Iakhs, Rs. 2.97 lakh~ 
and Rs. 2.94 lakbs respectively) as compensation and the disputes 
were referred (Barharwa : November 1973, Bakudih : Novem­
ber 1 ~74 and Taljhari : F ebruary 1976) to arbitration in terms 
of the contract. While the arbitrators awarded (February 1977 
and February 1979) Rs. 1.24 lakhs and Rs. 1.90 Iakhs to the 
con!ractors of Taljhari and Bakudib respectively, the arbitration 
p~occe9ings in respect of the claim of Rs. 2.97 lakhs of the 
contractor of Barharwa quarry are still to be finalised (November 
1979) . 

'' -
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~ Th::: Ra ilway Administration invited fresh tenders for supply of ballast fro m Barltarwa quarry 
"' and award..:d the contract in August 1974 to a contractor •n' for a p; riocl or 3 yea rs . In March 1976 
~ the contractor 'D ' informed the Railway Administration o f t he D i trict Mining Officer's notice (l st 
0 March 1976) to him not to work the quarry. T he D~puty Commi ssioner also advised the -~ Rail way Administration on 25th March 1976 that the latter were not permitted to continue 
1 quarryin~ op ~ rations anywhere in the d istr ict, unless a ll the dues of royalty were paid. The 

contractor stopp .!d working the quarry with effect from March 1976. The contractor 'D' cla imed 
(August 1977) compensation of Rs. 5.22 lakhs for enforced stopp.tgc of work :and sought 
arbitration (April 1979) as p er terms of the contract. A decision regarding the app:>intment of an 
arbitrator in this case is yet (November 1979) to be taken by Rai lway Administration . 

The entire position is summarised below : 

Name of quarry Month of 
Contract 

*Bakudih August 1968 

*Taljhari September 1968 

*"Barharwa (i) September 
196S 

(ii) August 1974 

*Ban was lifted iu August 1975. 
**Ban was lifted in March 1971. 

D uration Period of 
stoppage 

3 years March 1970-
July 1971 

3 years March 1970-
August 1971 

3 years March 1970-
February l 97 1 

3 yea rs March 1976-
July 1977 

(R s. in J11 khs) 

Compensation claim Award 

Month &year Amount Amount Month & year 

February I 974 2S 4 i.rn February 1979 

June 1971 2.32 l.24 February 1977 

April 1973 2.97 Sti ll pend ing 

August 1977 5.22 Decision yet to te taken 
J3.45 

-N 
(.;.) 
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In this case the following points deserve consideTation : 

( i) The State Authorities had warned the R ailway 
Administration as early as in September 1964 that in 
case royalty was not paid on all despatches of stone 
from the quarries, steps would be taken to prosecute 
the Rai lway contractors and evict the R ailway from 
the area for working the quarries illegally. De~pite 
this warning, the R ailway Adm inistration entered 
into three contracts in August J 968, September J 968 
and September 1969 resulting in R ailway's liabili ty 
for compensation (Rs. q.11 lakhs) to the contractors 
on account of stoppage of work. 

( ii ) The R a ilway Administration was aware that without 
settl ing the dispute regarding royalty to the State 
Government, operation of the R ailway quarries might 
not be permitted by State Authorities. In spi te of 
the earlie r experience of the previous contractors, 
fresh contract was awarded to contractor 'D ' for the 
Barharwa quarry. Th is resul ted in another claim of 
compensation of R s. 5.22 lakhs. 

(ii i) While d isowning liability for payment of royalty 
amounting to Rs. 4 .84 lakbs to the State Government, 
the R ailway Administration incurred liability for 
payment of compensation amounting to R s. 11.33 
lak hs to the four contractors. 

The Railway Administration stated (December 1979) that : 

(1 ) in view of the permission given by the State Autho­
rities to the R ailway to continue the operation of the 
qua rries, subject to accountal of the qt1arry 
produce being maintained and also considering the 
fact that ballasting of the track could not be dch ved 
indefin itely without seriously affecting the safety- of 
train , three contracts for supply of ballast were 

-•, 
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entered into in August 1968, September 1968 and 
Scptcm ber 1969, 

(2) at the time of awarding the above contracts, there 
could have been no possibility of advance awareness 
of future involvement of liability for compensation, 

(3) the Ministry of Railways (Railway Board) , in consul­
tation with the Department of Mines, had conveyed 
(March 1973) the view that the Railway was not 
liable to pay royalty to the State Govrenment for 
quarrying stones from the land acquired by the 
Railway for departmental quarries and, if necessary,' 
the Railway should contest th e case in all possible 
ways, and 

(4) in the light of the above direction and in the interest 
of the safety , the award of the fresh contract for 
Barharwa quarry in August 1974 was considered 
necessary. 

The R ai lway Administration has taken no steps to obtain a 
conclusive decision from the appropriate authority regarding the 
liabili ty of departmental quarries' royalty. 

29. Western Railway-Replacement of a pipe line 

In June 1971 the Railway Administration sanctioned an 
estimate amounting to Rs. 9.08 lakhs (or repl acement of a mild 
steel pipe line by a cast iron pipe line ( length 8.3 km) between 
Kali Dam and the filter house at Dahod station. (Tbe enstimate 
was revised to Rs. 13.80 lakhs under a sanction issued by 
Ministry of Railways (Railway Board) in May 1975). According 
to the justification for the construction of the new pipe line, the 
old pipe line had been perforated at about 300 places where 
collars bad been provided to prevent leakages, and in spite of the 
repairs these perforated points were considered to be a potential 
source of pollution of drinking water. The work was commenced 
in November 1972 and the laying of pipes was completed in 
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March 197 4 at a cost of Rs. 11.09 lakhs. The new pipe line 
was commissioned in March 1975. 

Even though the new pipe line had been commissioned at 
reduced pressure of 3 kg/sq cm as against the maximum 
pressure of 9 kg/sq cm at the pumping head at Kali Dam, 
the pipes cracked and burst frequently. During November 
1973-Decembcr 19 7 6, there were 115 bursts for lengths 
varying from 2 to 2.5 metres on an average. As a result, the 
pipe line was put out of commission in December 1976. By 
this time, an expenditure of Rs. 45,479 had already been 
incurred on repairs to the pipe line. In September 1977 it was 
noticed that in a length of 4 km of the pipe line, the ends of 
the pipes had been damaged and lead removed from the joints 
by miscreants. The repair and replacement of the broken pipes 
was taken up in January 1978 with a view to commissioning the 
pipe line and avoiding further thefts and damages. The work 
was completed in June 1978 at an additional cost of Rs. 1.13 
lakhs. Commissioning trials were conducted two-three times in 
November 1978, but it was found that when water was let in 
from Kali Dam, the pipe line developed longitudinal cracks and 
thus the testing of pipes of the entire line could not be conducted. 
In December 1978 testing was done for a length of 7.4 km, 
when cracks were again noticed. Thereafter. further test ing was 
suspended. 

The pipes were supplied by two different fi rms of Calcutta 
during October-November 1972 against supply order of August 
1972. The pipes had been supplied after being inspected by the 
Director of Inspection, Calcutta. 

Two tests were conducted in February and March 1977 
by the Institute of Technology, Indore. On the basis of these 
test reports and the discussions the Assistant Engineer concerned 
had with the officers of the Institute, he reported in 
July 1977 that no definjte conclusion could be drawn, but there 
was a sign of weakness in the pipes. He further suggested that 
chemical composition, longitudinal and bending strtsses were 
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some of the other tests which might be conducted to study the 
overall behaviour of the pipes. 

In September 1977 the Senior Divisional Engineer, after 
discussing the issue of bursting of pipes with other manufacturers 
of cast iron pipes, reported to the Chief Engineer and the 
Controller of Stores that the hardness of the pipes was not 
according to the specifications. However, no further tests as 
suggested in the Assistant Engineer's report of July 1977, were 
got carried out by the Railway Administration in order to 
determine the quality of the pipes. The matter was also not 
taken up with the suppliers. 

The Railway Administration stated (July 1978 and 
November 1979) as under : 

(i) The main reason for bursting of the pipes was 
breakage of pipes, and theft of lead from the joints 
by miscreants. · 

(ii) The pipe line is now 'generally in working order ' . 

(iii) The Senior Divisional Engineer had probably only 
doubts (and there was no positive finding) about the 
hardness and quality of the pipes. 

( iv) The pipes had been duly inspected by the Director 
of Inspection, Calcutta. Therefore, the question of 
taking up the matter with the supplier did not arise. 

(v) Mild steel pipes are very susceptible to corrosion 
and are likely to cause high ma1ntenance charges. 
The life of cast iron pipes is more than that of mild 
<:teel pipes. That is why it had been decided to 
replace mild steel pipes by cast iron pipes in the 
present case. 

(vi) Since the old mild steel pipe line which had been 
replaced by a new cast iron pipe line, is now not 
being d ismantled, but is being continued to be in use, 
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the new cast iron pipe line w!ll be used as and when 
required. 

The following points require consideration : 

( 1) The pipe line laid at a cost of Rs. 11.09 Jakhs in 
March 1975, and a further expenditure of Rs. 1.58 
lakhs on repairs and replacements, has not yet 
(November 1979) been commissioned, though it is 
stated to be now 'generally in working order' . On 
the other hand the old mild steel pipe line which 
had been replaced by the new cast iron pipe line 
on age-cum-condition basis, is still being used. In 
the circumstances the need for the new pipe line 
needs to be justified . 

(2) Bursts in the new pipe line were noticed from 
November 1973 onwards, that is, even before 
physical completion of the work in March 1974. 
Again, bursts were noticed after the pipes, stated to 
have been broken by miscreants for theft of lead, 
bad been repaired and replaced in June 1978. The 
bursts in these two periods cannot obviously be 
attributed to theft of lead by miscreant<;, as 
contended by the Railway Administration. 

The lead in the joints of the new pipe line was 
subjected to thefts by miscreants, while the old pipe 
line which too had lead filled in the joints, and ran 
parallel to the new pipe line, was not subjected to 
similar thefts by miscreants. According to the 
Administration the old pipe line being of mild steel 
was not easy to break. 

(3) The circumstances in which pipes not conforming to 
the hardness specification were accepted in inspection 
and why no action taken when the sub-standard 
character of the pipes became known, need to be 
investigated. 

-
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CHAPTER VI 

EARNINGS 

30. Southern Railway- Undercharges on coal consignments due 
to non-observance of routing and rating instructions 

According to the notification for routing and rating of goods 
traffic, dl'ective from 1st Apr il 1975 , the traffic in coal from 
Bcngal/Bihar and Talchar Coal fields to metre gauge (M G ) 
stations south of Tiruchchirappa lli , should be routed and cha rged 
1·ia Erode and T iruchchi rappall i transhipmc nt point (a longer 
rout.::) instead of via Korukkupet. However, it was noticed 
( l 7- 18th February 1978) by Audit in the course of their 
inspection of the accounts of T alaiyuthu stat ion that coal consign­
ments booked from Anda) and Asansol stations of E astern 
Ra ilway and T alcbar and Radhanagar stations of South Eastern 
R ailway to the siding of a cement factory at T ala iyuthu station 
continued to be charged wrongly. While pointi ng ou t under­

cha rges ot R s 1,35,707 for the period from April 1975 to 
December 1977, A udit a lso suggested to the R ai lway 
Administration to undertake a review of the posit ion at other 
stations. The R ailway Administration stated (March 1978) that 
t he unde rcharges in respect of coal consignments received at the 
sidings of 3 cement factories at T ala iyuthu, Sivakasi (Tamil Nadu 
Cement F actory siding) and T ulukapatti stations fro m I st April 
1975 to 3 1st D ecember 1977 amounted to R s. 3,49,943 . The 
R a ilway Administration further pointed out that undercharges 
of Rs. 22,8 L1 in respect of Tulukapatt i station had already been 
detected and debits raised against the ~ta tion by the Special Duty 
T ravell ing Inspector of Accounts on 11th F ebru ary 1978. 

Jn another case it was noticed (July 1978) by Audit that 
coal consignments booked to the broad gauge (BG) siding of a 
Public Sector Undertaking served by Golden R ock station 
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(Tiruchchirappalli Division) were charged by the shorter route 
via Arkonam transhipmeat point instead of all BG route via Erode 
by which the consignments were actually carr ied, even though 
Arkonam station was not open for coal transhipmcnt. This 
resulted in undercharges of Rs. 75 ,902 over the period from 
April 1974 to March 1978 

The incorrect charging of freight was not detected by the 
Commercial and the Accounts Inspectors during thr ir periodical 
visits to the stations over the period from April 197.'i to January 
1978 in the first case and from April 1974 to June 1978 in the 
latter case. 

Responsibility for the lapses on the part of tl:e defaulting 
staff at the forwarding and the destination stations, the 
Commercial and the Accounts Inspectors and the Acc:')unts O ffice 
staff of the forwarding Railways who were respon~ible for the 
check of invoices on outward basi_s, is yet to be fixed. 

The Railwav Administration stated (October 1979) as under : 

(i) Action is being taken to realise the undercharges 
from the parties concerned. 

(ii) The aspect of routing and ratini! of traffic does not 
ordinarily come under the purview of the inspection 
staff either of Accounts or Commercial Deoartment. 
However, in the context of the Ministry of Railways 
(Railway Board) observations in January 1978 that 
there had been a number of Audit paras on loss of 
revenue due to incorrect levy of freight charges, a 
squad of Travelling Inspectors of Accounts was 
formed on the Railway for looking into the routing 
and rating of traffic at important stations selected 
for check. 

(iii) Action has been initiated for fixing responsibility 
against the staff of the forwarding and destination 
stations and also against the Accounts staff of the 
forwardin~ Railway. 

-
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The following points need consideration : 

(1) Although the undercharges had been pointerl out in 
February /March/July 1978, no progress has been 
made in the recovery thereof and the entire amount 
of Rs. 4.26 lakhs is still outstanding (November 
1979). 

(2) Action is yet t <? be finalized against the ddaulting 
staff of the forwarding and the destination stations, 
the Commercial and the Accounts Inspectors and 
the Accounts Office staff of the forwarding Railways. 

31. Southern Railway-Short collection of siding charges 

Prior to 1st June 1978, siding charges for wagons handled 
at private and assisted sidings were Jeviable for placement/ 
removal of loaded wagons only. With effect from 1st June 
1978, siding charges were required to be levied on the basis of 
the round trips performed by the engine from the serving station 
to the siding and back, irrespective of the wagons being hauled 
loaded or empty. 

During a review of the accounts of certain sidings in Madras 
Division, conducted by Audit in March 1979, it was noticed that 
siding charges in the case of five sidings had not been recovered 
in respect of trips performed for placement/removal of emptie:; 
exclusively. This had resulted in short collection of siding 
charges to the extent of Rs. 66 thousand during June 1978 to 
March 1979. While pointing out this irregularity, the R a!lway 
Administration, was also requested to review the position of other 
sidings on the Railway and assess the total amount of short 
collection on this account. 

The Railway Administration stated (August 1979) that a 
review of the accounts of 37 sidings had disclosed a further short 
collection of siding charges to the extent of Rs. 2.86 lakhs during 
June 1978 to July 1979 and that the entire amount of Rs. 3.52 
lakhs (Rs. 2.86 lakhs +Rs. 0.66 lakh) had been debited aoainst 
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the stations concerned. The Administration, further, stated that 
the review in respect of 15 sidings was in progress. 

The responsibility for the lapses on th.:: part of the station 
staff , the Travelling Inspectors of Accounts and the Com mercial 
Inspectors for their failure to detect the irregularity in their 
period ical visits to the stations and of the Accounts Office stafI 
for their failure to detect the irregularity in internal check during 
June 1978 to July 1979 is yet (November 1979) to be fixed. 

32. Southern Railway- Undercharges of freight due to misclassi·· 
fication of naphthenic oil 

Naphthenic oil imported by Indian Oil Corporation (lOC) 
was booked in wagon loads from Bombay Port Trust R ailway to 
the siding of a private firm at Tondiarpet on Southern Railway. 
This was declared by the consignor (IOC) as 'Lubricating oil­
naphthenic oil ' , and accordingly charged as fo r 'Lubricating oil' 
at class 65. The classification of lubricating oil in wagon loads 
was enhanced from class 65 to class 105 with effect from 
15th February 1975. After the enhancement of the 
classification, this commodity was declared by the consignor 
( IOC) as 'Naphthenic oil as Petroleum and othe r H ydro Carbon 
oils, non-dangerous' chargeable at class 62.5 (later revised to 
class 70 from 1st November 1975). This resulted in under­
charges to the extent of Rs. 57,420 (difference between the rates 
at class 105 and class 62.5/70) during the period from October 
1975 to March 1977 and consequently under recovery from the 
consignee to this extent. No further booking of this commodity 
was done after March 1977. Penal charges (difference between 
the ra tes at double the highest class 150 and class 62 .5 /70) for 
improper description of goods work out to Rs. 3.71 lakhs. 

On undercharges being pointed out by Audit, the forwarding 
rai lway viz the Central R ailway agreed (October 1978) that 
·naphthenic oi l booked in wagon loads was correctly chargeable as 
'Lubricating oil NOC' at class 105. It advised the Southern 
R ailway, which is also responsible for checking correctness of 
classification and recovery of freight before delivery, to recover 
the undercharges. 

-
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The Southern Railway, however, maintained (July 1977 and 
March 1979) that the commodity was not lubricating oil but 
solvent oil, and as such, had been correctly classified and charged. 
In support of its contention the Southern Railway Administration 
stated as under : 

(i) The consignee had informed (July 1977) that 
napnthenic oil was used by them for the manufacture 
of white oil and petroleum jellies, and that it was 
not intended for use as a lubricant or for the 
manufacture of lubricants in their refinery. 

(ii) IOC, Madras had advised (March 1978) that the 
oil in question was not a lubricating oil. 

(iii) Adviser (Refineries), Ministry of Petroleum had 
conveyed (January 1979) that the main difference 
of naphthenic oil from ordinary lubricating oil is that 
it has a very low freezing point. 

In this connection it may be pointed out as under : 

(a) The Southern Railway Administration had never 
considered the question of correctness or otherwise 
of the class of freight being charged for this 
commodity during the period from October 1975 to 
March 1977. It started deliberations on the subject 
only after undercharges had been pointed out by 
Audit in June 1977. 

(b) The information given by the consigne~ to the effect 
that naphthenic oil was not being used in their refinery 
for the manufacture of lubricants, was not correct 
inasmuch as it was being used for the manufacture 
of white oil, which in the Railway's Goods Tariff, 
was classified as a lubricant. 

(c) IOC, Bombay bad clarified (January 1978) that 
naphthenic oil was not a solvent, and that it was a 
base oil being used for certain specialised lubricating 
oils. 



134 

(d) The op1mon given by Adviser (Refineries) simply 
indicated that naphthenic oil was different from 
ordinary lubricating oil, and thus it implied that 
naphthenic oil was a special lubricating oil. This 
opinion cannot be taken to convey that naphthenic oil 
is not a lubricating oil. 

The Central Railway Administration reversed (February 
1979) its earlier decision of October 1978, saying that in cases 
where different decisions were taken by Railways, the decision 
of the destination Railway should be applied and charges re!llised 
accordingly. 

The following points require consideration : 

( 1) The circumstances in which the consignor (IOC) 
changed the description of the goods from 
'Lubricating oil' to 'Petroleum and other hydro-carbon 
oils non-dangerous' after the enhancement of the 
freight classification applicable to 'Lubricating oil' 
in February 1975, are not known. 

(2) How the change in description of the goods went 
un-noticed by the Railway staff both at the forward­
ing and the destination stations, is also not known. 

(3) The improper description of the goods resulted in 
less recovery of freight charges from the consignee 
(a private firm) to the extent of Rs. 57 thousand. 

The Ministry of Railways (Rai lway Board) ~tatcd 

(November and December 1979) that naphthenic oil is not a 
lubricating oil, and, therefore, there have been no undercharges . 

It was not, however, clarified how the description of the 
commodity from 'lubricating oil' could be changed to that of 
' non-lubricating oil' . Again, naphthenic oil was being used by 
the consignees in the manufacture of whi te oil which in the 
Railway Tariff, was classified as a lubricant ; as such naphthenic 
oil was appropriately chargeable as a lubricating oil for the 
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purpose of railway freight. Besides, in case naphthenic oil is a 
solvent, as contended by Southern Railway Admini~tration, it is 
not understooo how it can be used in the manufacture of a 
lubricant like white oil. 

33. Western Railway--Undcrchargcs of freight in respect of 
vegetable oil carried in tank wagons 

Rules in the Goods Tariff provide that liquid carried in a 
tank wagon is to be charged on the carrying capacity (in 
weight) m'arked on the wagon. The particular liquid/oil, a tank 
wagon is intended to carry, its Ioadability by volume and the 
weight of the particular liquid for the loadable volume, are all 
marked on each wagon and also notified to all stations through 
rate circulars. For arriving at the correct chargeable weight, 
conversion ratios (from litres to tonnes) have also been notified, 
and in respect of vegetable oil, the conversion ratio is '1109 
litre = one tonne'. Th-. freight charges on vegetable oi l in tank 
wagon are to be levied on such converted weight or at the weight 
as per carrying capacity marked on the tank wagon, whichever is 
higher. 

There is regular traffic of vegetable oil in tank wagons from 
Indira Dock and Grain Depot stations of Bombay Port Trust 
Railway. A test audit (October 1977 and May 1978) of the 
records of these stations disclosed that freight was being charged 
for vegetable oil on the basis of weight declared by the senders 
in the forwarding notes instead of on the converted weight/carrying 
capacity of the wagons in accordance with Goods Tariff, resulting 
in short realisation of freight. Tl1e amount of short recovery for 
consignments booked during January 1974-July 1977 was 
assessed at Rs. 1,44,079 out of which Rs. 17,258 pertained to 
local traffic and Rs. 1,26,821 to foreign traffic. 

Although this irregularity had been detected in internal check 
during the period January 1974 to July 1977, it was found to 
be continuing at Indira Dock and Grain Depot stations npto 
September 1979. During review of these two stations conducted 
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by Audit (October 1978 and July 1979) and by R ailway 
Administration (December 1979) undercharges amounting to 
Rs. 1,91 ,253 (Rs. 63,126 at Grain Depot and Rs. 1,28,127 at 
Indira Dock) during August 1977 to September 1979 in respect 
of foreign tr:iffic were noticed. 

Responsibility for the lapses on the part of the defaulting 
station staff at the forwa rding and the dest i.nation stations is yet 
to be fixed. 

The R ailway Administration stated (December 1979) as 
under : 

(1) Undercharges amounting to Rs. 7,370 out of 
Rs. 17,258 relating to local traffic had since been 
recovered. 

(2) Undercharges amounting to Rs. 3,02,946 out of 
Rs. 3,18,074 relating to foreign outward traffic had 
been detected in internal check. 

( 3) F oreign Railways had been addressed to effect 
recoveries of undercharges of Rs. 3, 18,074 relating 
to foreign outward traffic. 

( 4) Minor penalties had been imposed on the defaulting 
staff at two destination stations, the staff at two other 
stations had been severely warned and that 
disciplinary action against tqe staff at three destina­
tion stations was in progress. 

34. Western Railway-Undercharges due to incorrect computa­
tion of distance 

Freight charges on the consignments tendered for carriage by 
the Railway are calculated on the basis of the distance between 
the forwarding and the receiving station, as notified by the 
Railway Administration. 

According to the instructions issued by the Administration in 
April 1977. all traffic passing over Limkheda-Usra section of 
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Ratiam Division was required to be charged on the existing 
distances notified in Through/Local Junction Distance Tables in 
force plus three km with effect from 1st May 1977. The 
increase in the djstance had been necessitated as a result of 
change in the alignment of the track. A test check of the records 
of Vatva, Bajuwa Gujarat Refinery siding/Bajuwa station 
(Baroda Division) , Porbandar station (Bbavnagar Division) , 
Indira (Dock, Victoria Dock, Stores Depot, Grain Depot, 
Manganese Depot, Oil Depot and Cotton Depot st1tions 
(Bombay Port Trust Railway) conducted by Audit in February, 
July, September and October 1978 disclosed that the distances for 
levy of freight charges in respect of traffic passing over Limkheda­
Usra section had been computed incorrectly without taking into 
account the additional distance of three km chargeable from 
1st May 1977 for this section. This resulted in undercharges 
of freight amounting to Rs. 2.10 Jakhs for differe nt p;::riods 
between May 1977 and September 1978 both in respect of local 
and foreign traffic. 

The Railway Administration stated (July and November 
1979) as under : 

(i) The staff responsible for the lapses at the stations 
concerned and in the Traffic Accounts office would 
be taken up. 

(ii) Out of the total undercharges of Rs. 2.10 Jakhs, 
a sum of Rs. 22,353 pertained to local traffic, 
Rs. 59,089 related to foreign inward traffic and 
Rs. l ,29,016 pertained to foreign outward traffic. 

(iii) Undercharges of Rs. 71.134 hact been detected in 
internal check. 

(iv) Undercharges amounting, to Rs. 43,749 had since 
been recovered, and balance amount of Rs. 1,66,709 
was still outstanding . 

(v) Efforts were being made to recover the undercharges 
amounting to Rs. 37,693 in respect of local traffic 
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and foreign inward traffic for which debits had been 
raised against the stations concerned, and that in the 
case of undercharges amounting to Rs. 1,29,016 in 
respect of foreign outward traffic, the concerned 
foreign Railways had been addressed to effect 
recoveries. 

The disciplinary action against the staff at Vatva station 
(Baroda Division) only has since been finalised and the staff 
concerned have been severely warned. Responsibility of (i) the 
other defaulting staff at the forwarding and the destination stations 
for their failure to levy/recover the correct charges, (ii) the 
Commercial and the Accounts Inspectors for their failure to 
detect this irregularity during their periodical visits to the stations, 
and ( iii) the staff of the Traffic Accounts offices of the forwarding 
Railways for their fai lure to detect the undercharges during 
internal check of invoices, is yet to be fixed . 

A s imilar review of the records of other stations by the 
Railway Administration is in progress (November 1979) in five 
Divisions. 

35. Northern Railway- Loss of 'revenue due to i11correct levy of 
freight on rnlt cons:gnments 

Salt intended for human consumption or for use in chemical 
and other industries was chargeable at the rate applicable to saft 
'not otherwise classified' (NOC) at class 40 (for wagon loads) 
upto October 1973. The Ministry of Railways (Railway 
Board) decided that with effect from 1st November l 973, salt 
for chemical industries would be charged at class 45 (for wagon 
loads). While taking this decision, the Ministry of Railways 
(Railway Board) stated : 

(i) that a list showing the names of chemical industries 
which used salt as raw material, was being obtained 
from the Salt Commissioner, and would be noti!it>d 
shortly, 
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(ii) that this list should not, however, be treated as 
exhaustive, and that the higher classification would 
be applicable even if the name of a consignee was 
not found in the list but was known to be a chemical 
industry, and 

( iii) that the station staff and the inspecting official-> 
should exercise due vigilance and conduct periodical 
checks to detect and prevent cases of misdeclaratioos . 

In pursuance of this decision, the Ministry of Railways 
(Railway Board) circulated (October/November 1973), a list 
of 35 chemical industries which included, besides chemical 
manufacturers, the names of various textile, sugar, paper and jute 
mills etc., using salt as a raw material. 

There is regular inward traffic of salt at Modi Nagar (Delhi 
Division). During the course of Audit inspection of this station 
(November 1977) , it was noticed that the salt booked to various 
industries at Modinagar e.g. vanaspati, soap, spinning and weaving 
and nylon and polyester filament yam manufacture (Mod ipon) 
was being charged at class 40 ( 40 X with effect from 1st 
February 1975) instead of at class 45, resulting in short 
realisation of freight charges to tqe extent of Rs. 34,560 for th<: 
period from April 1976 to July 1977. On this being poinfed 
out, the Railway Administration stated (April 1978) that they 
had earlier decided on 19th November 1976 that the salt received 
after that date, by chemical industries like vanaspati, soap, gas 
and chemicals, paints and varnish, sugar mm and distillary units 
of Modi Group of Industries would be chargeable at class 45 
applicable to salt for chemical industries. As regards salt received 
by the spinning and weaving mill, the Administration stated that 
the salt received by them was used only as a water softening 
agent for processing of cloth manufactured . As such, it was not 
intended for chemical industry and, therefore, not chargeable at 
class 45. The Administration further stated that salt booked to 
Modipon who manufacture nylon and polyester filament yarn, 
was a1so being declared as 'not intended for chemical industry' 
and was, therefore, not chargeable at class 45. 
S/23 C&AG/79-10 
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Audit, further, pointed out (June 1979) to the Railway 
Administration : 

. ( i) that in the case of the units accepted as chemical 
industries in November 1976, higher freight charges 
should be. recovei:._ed from 1st November 1973 itself, 
when the higher classification was introduced by the 
Ministry of Railways (Railway Board) , 

(ii) that salt received by the spinning and weaving mill 
was being used for chemical processing, and was, 
therefore, appropriately chargeable for a chemical 
industry, and 

(iii) that numerous manufacturing units (1. Calico, 
Bombav 2. National Rayon Corporation, Bombay 
3. Gwalior Rayon (Silk) & Co., Nagda 4 . 
Standard Mills, Bombay and 5. Calico. Ahmedabad) 
which were comparable to Modi Spinning and 
Weaving Mill and Modipon, were already included 
in the list circulated by the Ministry of Railways 
(Railway Board) in October/November 1973, and 
on that basis salt received by these two factories at 
Mod.inagar should also be charged at the higher class. 

A further review of the salt traffic booked to various units 
of Modi Industries for the period from November 1973 to March 
1979 disclosed short realization of freight charges to the extent 
of Rs. 96,946. 

The Railway Administration stated (November 1979) a<; 
under : 

(i) In the case of units accepted by the R ailway 
Administration as chemical industries in November 
1976, it would not be appropriate to chctrge freight 
at the higher rate retrospectively from November 
1973. 
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( ii) Freight charges were levied correctly as the bookings 
were based on the declarations given by the comignors 
to the effect that salt booked to Modi Spinning and 
Weaving Mill and Modipon was not intended for 
chemical industries. 

(iii) The Deputy Superintendent (Sall), Government of 
India, Phalodi bad certified that salt booked from 
that place to Modi Spinning and Weaviog Mill was 
not intended for chemical industry. (However, ilJ 
such certificate bas been made available to Audit by 
the Administration). 

{iv) On a reference made by the Railway Administration 
in June/July 1979 in regard to the freight rate to be 
charged in respect of salt consignments booked to 
Modi Spinning and Weaving Mill and Modipon, 
Ministry of Railways (Railway Board) replied in 
August 1979 that they had no objection to the freight 
being charged at the lower rate, if on the basis of 
the certificate issued by the Salt Authority, tb::: 
Railway Administration was certain that salt booked 
to Modi Spinning and Weaving Mill was not intended 
for chemical industry. However, no directive was 
given in respect of salt consignments booked to 
Modipon. 

T he following points need consideration : 

(i) Since the higher classification was in force from 
November 1973, the freight charges on consignments 
of salt booked to units found to be chemical 
industries by the Railway Administration in November 
1976 were required to be recovered at the higher 
rate from November 1973 itself. 

(i i) While finalising the list of chemical industries 
notified in 1973 as users of salt as raw material, the 
Ministry of Railways (Railway Board) had observed 
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that the list would be updated periodically in 
consultation with the Ministry of Industrial 
Development. However, no additions have been 
made since November L973. Even the industrial 
units of Modi Group found to be chemical industries 
by Northern Railway Administration in November 
1976 have not been notified by the Ministry of 
Railways (Railway Board) so far (November 1979). 

(iii) Since salt received by the Modi Spinning and 
Weaving Mill and Modipou was being used for 
chemical purposes, it should appropriately be 
charged as that intended for chemical industry. 
Consequently, an undue benefit has been allowed to 
a private concern. It may be mentioned that salt 
despatches consisting of 1936 quintals booked from 
a station on Western Railway to Modipon during 
May to June 1978 had been described as intended 
for chemical industry and charged accordingly, at 
the higher rate. 

' 



• CHAPTER vn 
LOST PROPERTY OFFrCES 

36.1 Consignments booked for transportation by rail but 
lying at the Railway stations beyond the prescribed period as 
unclaimed, undelivered and unconnected, or any lost or unclaimed 
property, other than the booked consignments, deposited with 
Station Masters are required to be sent to the Lost Property Offices 
of the Zonal Railways for custody and disposal either by delivery 
to the rightful owners, if the consignment~ are subsequently 
claimed or connected, or by periodical auction. A Lost Property 
Office is generally under the charge of a Superintendent (Senior 
Subordinate ) who is assisted by a number of staff. In 
all matters affeding commercial and accounts p rocedures, a Lost 
Property Office is treated like a Railway station and is inspected 
by the officers and inspectors of the Commercia l \Department as 
well as by the T nspectors of Station Accounts. 

36.2 There are 6 1 Lost Property OfJices/Unclaimr d Parcels 
and Goods Offices/Disposa l Centres on Indian Railway , as 
indicated below : 

' 

Central 
Eastern 
Northe rn 

8 
10 
4 

North Eastern 5 
Northeast Frontier 5 
Southern 11 
South Central 5 
Sol'llh Eastern 8 
Western " 

Total : 61 
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36.3 The working of three Lost Property Offices on 
Northern Railway, as reviewed by Audit for the years 1973-74 
and 1974-75. was commented in the Report of Comptroller and 
Auditor General of India for the year 1975-76-Union 
Government (Railways). As a result, the Ministry of Railways 
(Railway Board) issued (March 1977) instructions to the 
General M::tnagers ~f the Rai lways, reiterating the 0xtant rules on 
fhe subject, and further enjoining that the working of the Lost 
Property Offices should be streamlined. However, a review of 
the working of these offices by Audit wi th reference to the records 
for the years 1977-78 and 1978-79 showed that the extant 
rules were still not being observed . Th~ results of the Audit 
review are mentioned in the succeeding paragraphs. 

I . Inventories of goods transferred to/received in Lost Property 
Offices 

36.4 The rules provide that full particulars of consignments 
transferred to Lost Property Offices should be entered in the 
preieribed form, and inventory of the contents of each package 
( aftec opening) should be shown on the reverse thereof. Two 
copies of this form are required to be sent to Lost Property 
Office. The Lost Property Office should again take an inventory 
of the contents of all packages at the time of their receipt and 
compare their inventory with that taken by the station booking 
the consignment to the Lost Property Office. If the two lists 
do not tally, the matter should. be reported to the Chief 
Commercial Superintendent of the Railway. , 

36."5 It was noticed during review in Audit that on Northern, 
North Eastern, Northeast Frontier, Southern, South Central, 
South Eastern and Western Railways, inventories were neither 
being taken by stations, while forwarding goods to Lost Property 
Offic~, nor by Lost Property Offices, while receiving goods from 
the stations. The inventories were generally taken by the Lost 
Property Offices at the time of auctioning th~ goods. The failure 
to follow tbe instructions by the despatching station and by the 
Lost Property Office can facilitate serious malpractices. 

36.6 On Northern Railway there was delay upto 5 years in 
some cases in taking inventories of the consignments in the Lost 
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Property Offices. Further, it was noticed by Audit that 21 
consignments in the Lost Property Office at Delhi Kishanganj, 
15 consignments in the Lost Property Office at Kanpur, 
14 consignments in the Lost Property Office at Amritsar and 
14 consignments in the Lost Property Office at Jodhpur when 
0 pened, ·were found to contain bricks, borada, torn gunny bags, 
stone, dry grass etc., while these had been described as consisting 
of 'cases', 'vegetable seeds', 'handloom cloth', 'engineering and 
electrical goods' etc. 

36.7 On Western Railway while opening 11 packages (after 
a delay of 10 days) at the Lost Property Office, Jaipur it was 
found that these contained bricks, instead of brass wares as 
booked. Similarly, at Lost Property Office Bhavanagar Para, 
sand was found in 5 cases described as containing medicine powder 
and in one case only a stone was founcl in a parcel described as 
'one case' . 

36.8 On Southern Railway, it was noticed that in the case 
of 107 items of parcels opened (after a delay of 3 years at the 
time of auction in 1979) at Disposal Centr~, Bangalore City, 
these were found to contain tom pieces of gunny bags, cut 
pieces of cloth instead of blankets. At Disposal Centre, Mysore, 
57 cases described as containing pla5tic goods were found to 
contain salt. These had been lying without disposal since 
February 1974 i.e. for more than 5 years, and were auctioned in 
August 1979. 

36.9 In Disposal Centre, Kishanganj on Northeast Frontier 
Railway, 7 packages described as containing cinema films, jarda 
etc., received in October 1977 and April 1978, when opened 
at the time of auction in January 1978 and August 1978, were 
found to contain bricks, stone and firewood. 

36.10 The delay in taking inventories on· North Eastern 
Railway ranged upto 178 days, 355 days and 227 days in the 
case of Lost Property Offices at Gorakhpur, Muzaffarpur and 
Bareilly City respectively. 
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36.11 In Lost Property Office, Cuttack on South Eastern 
Railway inventories of as many as 146 packages received during 
September 1978 to March 1979 were not taken till June 1979, 
resulting in delay of three to nine months. 

36.12 As the stations transferring consignments to the Lost 
Property Offices did not take inventories of the contents of the 
packages, and the Lost Property Offices too delayed ta1cing of 
inventories, it could not be determined whether the packages 
found to contain bricks, stones, sand and torn gunny bags etc., 
had been originally booked as such, or the contents of the packages 
had been subsequently replaced, and if so, at what stage thfa 
replacement had been done. The non-observance of the rules 
by the forwarding stations as well as by the Lost Property 
Offices rendered it impossible to identify the source of mischief. 

The Ministry of Railways (Railway Board) stf\ tecl (Deccmb.:r 
J 979) that there have been difficulties in implementation of the 
existing instructions in regard to opening/ closing nf packagc5 and 
laking inventory of the contents at wayside stations at the time of 
transferring consignments to Lost Property Offices due to non­
availability of carpenters. 

The Ministry of Railways (Railway Board) further stated 
(January 1980) that in consideration of these difficulties, the 
whole matter has been remitted (27!h December 1979) to an 
expert Com mittee named 'Commercial Committee of the Zonal 
Railways' to examine and recommend whether the extant rules 
need to be amended, and if so, in what manner. 

The Ministry of Railways (Railway Board) added that in 
certain cases relating to Western and Southern Railways the 
consignors had _sent fake consignments or fraudul ently a ltered th ::: 
quantity booked in the railway receipts, and taken advances from 
the banks against the railway receipts. The investigations by the 
Police on the complaints filed by the banks on the malpractices 
indulged in by the consignors, resulted in delayed disposal of the 

I 
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consignments, as it was felt by the Railway'Administrations that 
the goods might be required for production in Courts of Law. 
However, ultimately it became known that the subject consign­
ments "did not figure in the criminal suits or Police complaints 
filed by the banks". 

ll. Transfer of fragile goods, goods in bulk , dangerous goods 
and goods of insignificant value 

36.1 3 Although the extant rules enJOlll that good:> liable lo 
breakage/damage in transit, goods of insignificant value or of 
no value, articles such as coal, lime stone etc., which owing to 
their nature cannot be transferred conveniently, and dangerous, 
inflammable and explosive goods should not be sent to the Lost 
Properly Offices, it was noticed that such goods had been trans­
ferred in the following cases in dis regard of the extant rules : 

S . Name of the 
No. Rai lway 

I. Northern 

Particulars o f goods a~ in the 
Inward Register of the Lo t 
Property Office and Rebook-

ing Invoices 

3 

Year No. o f 

4 

packages/ 
cases/ 

cons ignmen t-. 

(i) Empty glass phials, empty 1977-78 

5 

84 
30:! vaccum fh sks. gllss ware~ . 1978-79 

old drums, old unservice-
able tyres. s irk is . cotton 
waste, Multa n i Mitti. 
Yellow ear th , Stone chips . 
slate penc ils, d amaged salt. 
cotton rags, broken emp1y 
baskets, broken emply gla~~ 
bottles , moonj. broom~. 

liiJ Patakhas, Crack er~ . Fi re 1977-78 J 
Works and acids 1978-79 :>5 

2. .:ir thc:1~t Frontier Ac id . Bangin powdl!r. dama- 1977-78 
ged s:tl t. yello w powder, 1978-79 
unserv iceable bric k . da-
ma ged cement (clo llcd I. 
dolomite powder. da maged 
wheat & r ice . wasic parer. 
Government forms . calen-
dars, tamarind. shooks. 



2 

>. Southern 

4. Sonlh Centra l 

5. South Eastern 

6. Western 

" 
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3 
.,. 

betels, old warm coats, 
burnt coal , rotten vege­
table, achar, unserviceable 
cycle, cinema publicity ma­
terial , Ganga water, news ' 
paper. · 

4 

Electrical goods, glass wares, 1977-78 
empty bottles, straw, woo- 1978-79 
den shooks, empty drums, 
rice bra n, jute waste, ma-
nure sweepings , paper bun-
dle, old trays, empty bas-
kets, old tyres , old clothes, 
used chappals . slate pencils, 
c inema publicity pamphlets, 
old magazines, tea seeds, 
metal wares rusted , beedi 
labels, greeting cards, old 
gunnies and waste fi lms. 

Urea, mill stone, rice bra n, 1977-78 
empty gunnies, whi te earth , 1978-79 
sail seeds , empty oil drums , 
film boxes etc. 

Old news papers, stone chips, 1977-78 
old tyres , old books , matt- 1978-79 
ing cloth, old crates , old 
grinding stones, old grama-
phone records, s ilica stone, 
wheat husk and stone bou-
lders. 

Chi p stone, earth, salt pow- 1977-78 
der , mile stone, lime stone, 1978-79 
bamboo chips, slate-pencils 
empty urums, empty woo-
den cases, rags, broom, pa-
ttal dona, torn papers, 
bricks, and dry grass. 

5 

1514 
842 

7058 
9335 

659 
21 5 

1351 
1063 

36. 14 The cal'J'i agc of these goods to Lost Property Offices 
involves deployment of revenue earning wagons for unproductive 
purposes. 

.. 1 -
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Ill. Disposal of goods 

36.15 (i) 1l1e number of packages/cases/consignments received 
by the Lost Property Offices during 1977-78 and 1978-79 arc 
given below : 

Name of the Railway 

Central . 
Northern 
North Eastern 
Northeast Frontier 
Southern 
South Central 
South Eastern 
Western 

TOTAL 

A fi.gures relate to 2 out of 8 units . 
B figures rela te to 3 out of 5 uni ts. 
C figures relate to 3 ou t ~f 5 units. 

Numbers received 

1977-78 

3,792 A 
34,581 
11,019 
4,082 B 
6,079 

14,960 c 
13,287 
17,929 

. 1,05,729 

1978-79 
4 ,199 A 

33.794 
10.407 
5,976 B 
8,193 

18,543 c 
16,705 
18,275 

1, 16,092 

(ii) The number of packages/ cases/consignments disposed 
of by the various Lost Property Offices during 1977-78 and 
1978-79 were as under : 

Na me of the Ra ilway 

Central 

o rtbern 
North Eastern . 

Northeast Frontier . 
Southern 

South Centra l 
South Eastern 
Western . ' 

TOTAL 

A figures relate to 2 out of 8 units. 
B figures relate to 3 out of 5 units. 
C figures relate to 3 out of 5 units . 
D figures relate to 7 out of 8 units . 

Numbers disposed of 

1977-78 1978-79 
3,002 A 4,337 A 

38,881 30,193 

12,808 10,995 
1,651 B 4.551 B 
3.180 6, 101 

5,806 c 6,876 c 
12,568 D 13 ,21 5 D 
19,879 19,649 

97,775 95,917 
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Ciii ) The freight and wharfage charges due on consignments 
auctioned during 1977-78 and 1978-79 and the sale proceeds 
realised, a re indicated below : 

F reight and o ther 

Na me o f the Rii lway 
charges d ue 

1977-78 

Centra l 19,26,823 
NorLhern 10,08.135 
North Eastern 8.88,702 

N o rtheas t Frontier 25, 179 B 
So uthern . 1,64,76 1 

Sou•h Cenrra l 5.60,230 c 
South Eastern 10,06,959 D 

Western 10.54,446 

T OTAL. 66,35,235 
~---

B figures rcla.c to 3 out of 5 u n its. 

C figures rela te to 3 out o f 5 un its. 

D figures rela te to 7 out o f 8 uni ts . 

1978-79 

14, 12,230 

2.23,777 

7,23.24 1 

7 1, 127 B 

3.75,585 

6.59,330 c 
13,39.661 D 

10 ,34,013 
---
58,38,964 

(In rupees) 

Sale proceeds 
-------- ---

1977-78 J 978-79 

6,65 ,328 8,61,928 

6,06,536 6,23,49 1 

4.82,944 3.34,984 

50 ,236 B 1,66.917 B 

1,40,529 J .52,792 

3, 13,995 c 5,06,734 c 
4,94,268 D 4.84,754 D 

6.86.235 6,90,988 

34 .40 .07 1 38.22,588 
----

The amount of Creight and other charges including wharfagc 
charges exceeded the sale proceeds by Rs. 31.95 lakhs during 
1977-78 and by R s. 20.16 lakhs during 1978-79. In addit ion, 
the Railways . would have paid c0mpcnsation to the r ightful 
owners in respect of the goods auctioned in the Lost Properly 
Offices. 

36. J 6 The saJc proceeds of the goods auctioned are often far 
less as compared to the Railway's liability for compensation of 
tbe goods thus sold . An illustrative case is given below, : 

A consignment of 12 bundles of electrical steel sheets 
(imported) was booked on 7th November 1974 ex-Carnac 
Bridge (Western Railway) to Hardwar (Nor thern 
Rail\Wly) under Invoice No. 5/RR No. 5 l 8760 dated 

.. 
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7th November 1974. As the consignment d id not reach 
the destination station , the c0nsiguee (a Public Sector 
Undertaking) lodged a complaint in March 1975, and 
preferred a cl aim for Rs. 1.58 lakhs in Oct0bcr 1975. 
The consignment reached Howrah (E astern R ailway) on 
13th D ecember 1974 and was unloaded there on 
14th December 1974. It was treated as an unconne!::ted 
consignment and sold by public auction on 2nd May 1975 
for Rs. 25 thousand by Howrah Station (nominated 
disposal centre) . The claim of the consignee was settled 
for Rs. 1.44 lakhs by Northern R ailwCJy in October 1977. 

There may be other cases of th is type. As such, there is 
need for investigation. 

The Ministry of Railways ( Railway Board) stated (January 
1980) that wharfage charges are in the nature of penalty for 
non-removal of consignments within the prescribed period. 
Further, these are subject to waiver in part or in entirety at the 
discretion of the competent authority. In the circumstances, the 
sale proceeds should be compared with railway dues exclusive 
of wharfage charges. An assessment made by the Ministry in 
respect of Western and Central Railways showed that the sale 
proceeds exceeded the Railway dues exclusive of wharfage 
charges substantially during the years 1977-78 and 1978-79. 

In this connection it may be pointed out that wharfage 
charges are waived only if the parties concerned bring forth 
extenuating circumstances warranting such waiver. In the cases 
under consideration the parties had been evading taking delivery 
of the goods with the result that the same had to be auctioned 
ultimately. In the meantime the goods had been lying at the 
stations and occupying the limited space available in the railway 
sheds . The extant rules provide that if the sale proceeds of an 
unclaimed consignment are not sufficient to cover freigh t and 
other charges inclusive of wharfage charges, the excess of the 
latter over the former should be formally written off. 

-
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IV. Detention to wagons 

( a ) Northern Railway 

36.17 During the year 1978-79, 44 wagons received at Lost 
Property Office, Kanpur had been detained for 3522 hours (in 
the case of 29 wagons the extent of detention per wagon beyond 
free time of 5 hours ranged from 45 hours to 429 hours) . 
Similarly, 4 wagons received at the Lost Property Office, Delhi­
Kishanganj during 1978-79 bad been detained for 217 hours. 
The detention was attributed to the fo1lowing factors : 

(i) Lack of enough space for handling the packages 

( ii) Paucity of labour 

(iii) Non-placement of wagons in the position of unloading 

(iv) Non-availability of Railway Protection Force staff 
to witness the unloading 

(v) Non-availability of cranes for unloading heavy 
packages 

( b) Western Railway 

3 6.18 For transferring the consignm~nts from Jaipur goods 
shed to the Lost Property Office which is located in the same 
compound at a distance of just 150 feet, average detention worked 
out to 192 hours per wagon. At Lost Property Office, Bhavnagar 
Para, wagons were utilised to carry consignments from Bhavnagar 
Terminus (distance : 4 km) and Bhavnagar Para (distance : 
300 feet), even though the number of consignments were at times 
(88 occasions) as few as 1 to 10, and total weight ranged between 
8 kg to 10 quintaJs. This involved considerable under-utilisation 
of wagons. 

I 

\ 
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The Ministry of Railways (Railway Board) stated (Jan uary 
1980) that the Railway Administration had since issue<l 
instructions to the Divisional Railway Manager, Jaipur not to 
l:ltilize wagons for transferring packages from the Goods Sbed to 
the Lost Property Office. At Bbavnagar Para station too the 
packages are now being taken by band barrows to the Lost 
Property Office. 

(c) South Eastern Railway 

36.19 During the years 1977-78 to 1979-80, 49 wagons 
received at Lost Property Office, Tatanagar and 7 wagons received 
at Lost Property Office, Shalimar bad been detained for 25 83 
110urs and 37272 hours respectively. (Fnur wagons after suffering 
detention for 13824 hours till 15th November 1979 had still not 
been released). 

V . Handling of valuable articles 

( a) Northern Railway 

36.20 A review of the inventory of valuable articles ( like 
gold and silver ornaments, watches, currency notes etc.) received 
at the Lost Property Office, Delhi-Kishanganj disclosed that out 
of 77 items, 4 items were over 4 years old, 12 items were over 
3 years old, 9 items were over 2 years old and 19 items were 

...- over one year old. The oldest item pertained to the year 1974. 
Similarly, at the Lost Property Office, Kanpur, out of 25 items, 
1 item was over 7 years old, 10 items were over 2 years 0Jct 
and 11 items were over 1 year old . The oldest item pertained 
to the year 1972. 

(b) Southern Railway 

36.21 A review of the inventory of valuable articles received 
at the pisposal Centre, Kumbakonam revealed that alJ the 
14 items lying there were over one year old and the oldest item 
pertained to July 1977. In respect of gold articles received by 

• 
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the Headquarters Commercial branch, 14 out of 17 items received 
during the period 197 6 to 1979 are yet to be disposed of. The 
oldest item pertained to September 1976. 

( c) Western Railway 

36.22 A review of the inventory of valuable articles lying 
at Lost Property Office, Churchgatc revealed that 83 packages 
(containing 110 items) of 'yellow metal ornaments' received 
during 1973 to April 1979 had been lying undisposed of. Tbei 
yearwise details of these packages are as under : 

1973 5 

19n 13 

1975 8 

1976 6 

1977 12 

1978 29 

1979 JO 
(Upto April) 

83 - -
It was further noticed that these valuable articles were neither 

weighed by forwarding stations nor by the Lost Property Office, 
while receiving the same. 

The Ministry of Railways (Railway Board) stated (January 
1980) that the yellow metal articles were kept in safe custody 
until sufficient quantity was accumulated, as the Mint authorities 
to whom these articles were to be made over for valuation, do 
not accept such articles in small numbers. 

VI. Disposal of intoxicating goods 

36 .23~ The ruJes provide that intoxicating liquors, opium 
including its preparations, hemp drugs etc., the sale. of which by 
unlicensed person is prohibited by law, when left unclaimed, 

, 
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should be made over to the Police or Exdse authorities for 

disposal. 

36.24 126 bags of 'poppy head husk' were found (June 1979) 
lying in Lost Property Office, Shalimar on South Eastern Railway 
since June 1978. These were not handed over to Excise Depart­
menL 149 bags of tobacco were received at the Lost Property 
Office, Delhl-Kishanganj on Northern Railway during the years 
1976 to 1978. While 97 bags were sold by auction in March 
1979, 52 bags are still lying. 57 packages of intoxicating 
material (tobacco country and poppy seeds) received at the 
Lost Property Office, Kanpur in 1974, 1977, 1978 and 1979 are 
still lying there. At the Lost Property Office, Jodhpur, 9 bags 
containing poppy head and 2 consignments of tobacco received 
during the years 1971 to 1979 are still lying there . 

vn. Fictitious documentation 

36.25 Three wooden cases booked under Railway Receipt 
No. 175067 dated 13th September 1977 were received at the 
Lost Property Office, Jodhpur (Northern Railway) on 1st Octo­
ber 1977 from Bikaner station. The consignment was origina11y 
booked from Ludhiana (Northern Railway) under Railway 
Receipt No. 172705 of October 1976. The Station Master, 
Ludhiana, when asked by Divisional Commercial Superintendent, 
Jodhpur to intimate the address of the sender and to send the 
forwarding note, replied (30th March 1978) that no such Railway 
Receipt was issued from Ludhiana station. The wooden cases 
were opened in the Lost Property Office, J odhpur and these 
were found to contain machine cut irnn sheet pieces of small 
sizes of 3 to 4 inches. Similarly, 3 wooden cases booked from 
Bikaner station under Railway Receipt No. 175069 dated 13th 
September 1977 were received at Lost Property Office, Jodhpur 
on 1st October 1977. These were originally booked from 
Ludhiana under Railway Receipt No. 172701 of September 1976. 
These cases also contained iron sheet pieces. On enquiry from 
the Station Master, Ludhiana, it was found that no such Railway 
Receipt was issued from Ludhiana station. 
S/23 ClAG n 9-1 l 
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It is not known bow Bikaner station indicated (13th Septembec 
1977) Ludhiana as the originating station on the ro-booking 
invoices. 

VIII. Congestion in Lost Property Offices 

(a) Northern Railway 

36.26 3443 bags of urea received at the Lost Property Office, 
Kanpur during the years 1972 to 1979 are still lying undisposcd 
of. The yearwise details are as under : \ 

1972 3 

1973 5 

1974 219 

1975 705 

1976 433 

1977 475 

1978 651 

1979 952 

---
TOTAL 3443 

--- --

The·Ministry of Railways (Railway Board) stated (December 
1979) that out of 3443 bags of urea lying in the Lost Property 
Office at Kanpur over the years 1972 to 1979, 3061 bags have 
since . been auctioned The delay was on account of restriction 
on the auction of urea in Uttar Pradesh. The bags were trans­
ported to Punjab and auctioned there. 

(b) · No;th Eastern Railway 

·36.27 Unclaimed and unconnected goods in transit to Nepal 
aro stored and disposed of by public auction at Raxaul Nepal 

-
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Siding· Goods Shed. 4345 unclaimed and unconnected. packages 
received during the years 1972 to 1979 are still awaiting disposal 
(June 1979). The yearwise details are as under : 

1972 7 

1973 3 

1974 

1975 5 

1976 13 

1977 14 

1978 43 

1979 .4260 
---

T O TAL. 4345 
----

The packages contained mostly foreign synthetic cloth, yam 
and other 'sensitive goods. The ~ailway Administration has 
not yet obtained clearance from the Customs Authorities for their 
disposal by auction. 

The Ministry of Railways (Railway Board) stated (December 
1979) that 4345 packages of foreign synthetic cloth and other 
'sensitive' goods were lying at Raxaul Nepal Siding Goods Shed 
over the years 1972 to 1979 as the Customs have not given per­
mission for sale without clearance from the Ministry of Finance. 
The matter has been under ·correspondence between the Ministry 
Of ~~ways an_d the Mlnistry of Fi_nance. · 

36.28 The position of outstanding items ( March 1979) at 
other Lost Property Offices was as under : 

Name of the Lost Property Office 

I . Gorakhpur 

2. _Yarana~i <?itr.c. 
. 3 . . Muzaffarpur . 

4. Bareilly City 

Number of items 

1064 

40~ 

422 

179 
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The oldest items pertained to the year 1965-66 for Gorakhpur, 
197 6-77 for M uz(!.ffarpur and 19,77-78 for Bareilly City Lost 
Property Offices. 

(c) Western Railway 

36.29 The position of outstanding items (March 1979) in 
various Lost Property Offices was as follows : 

Name of the Los t Property Office No . of packages/ 
Consignments 

Parcel Depo t G ra nt Road 2403 

Carnac Bridge 552 

Jaipur 3323 

Bhavnagar Para 1038 

Churchgu tc 505 

The oldest items pertained to the year 1966-67 for Lost 
Property Office, Churcbgate, 1967-68 for Lost Property Office, 
Parcel Depot Grant Road, 1970-71 for Lost Property Office, 
Cam ac Bridge and l 973-74 for Lost Property Offices, Bhavnagar 
Para and Jaipur . 

36.30 SUMMARY : 

(i) The non-observance of the rules regarding inventories 
to be taken by the forwarding stations and the Lost Property 
Offices made it impossible to verify whether the packages found" 
to contain bricks, stones, sand etc., had been originally booked 
as such, or the contents of the packages had been subsequently 
replaced, and if so, at what stage this replacement had been done. 

(ii ) Transfer of fragile goods, goods of insignificant value, 
loose goods which owing to their nature cannot be transferred 
conveniently, dangerous, infla~ple and explosive goods to the 
Lost Property Offices in disrellJd of the rules, resulted in un­
necessary deployment of revenue earning vehicles for the carriage 
of such goo<h. 

t 
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(iii) The total sale proceeds collected by the Lost Property 
Offices fell short of the freight and other charges due to the 
Railways. In addition, the Railways incurred liability for pay­
ment of compensation in respect of the booked consignments sold 
·out in the Lost Property Offices. 

(iv) The wagons carrying goods to Lost Property Offices 
suffered heavy detentions. On South Eastern Railway 7 wagons 
were detained for 37272 hours during September 1977 to 
November 1979. 

(v) Valuable articles like gold and silver ornaments, watches, 
currency notes etc., have been lying in the Lost Property Offices 
for long periods dating as far back as 1972/1973 in some cases. 

(vi) Goods like poppy seed husk and tabacco country etc., 
requiring to be handed over to Excise Department, have been 
lying in the Lost Property Offices for long periods dating as far 
back as 1971 in some cases. 

(vii) Fictitious documentation had been done in the case of 
packages found to be containing waste material. 

(viii) A number of consignments have been lying in the Lost 
Property Offices for years dating back to 1965-66 in some cases. 

The Ministry of Railways (Railway Board) stated (January 
1980) as under; 

The number of packages/consignments lying undisposed of 
at various Lost Property Offices, as have been detected by Audit, 
forms only a minor part of the total number of packages/ 
consignments dealt with in the Lost Property Offices. The 
bidders participating in the public auctions held in the Lost 
Property Offices, more often than not, form rings and thereby 
manage to keep the bid at a fairly low level. This practice on 
the part of the bidders not only results in realisation of low sale 
proceeds, but, on many occasions, compels the Railways to 
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withdraw the articles from the auction when the highest price 
quoted, falls short of the reserve price. The articles so withdrawn 
are put on subsequent auctions leading to further delay in their 
disposal. In order to obviate the problems created by the 
formation of rings, it has been proposed to amend the relevant 
section of the Indian Railways Act so as to enable the Railways 
to dispose of the unclaimed/undelivered packages/consignments 
through modes other than public auction, if it is so needed . This 
has been incorporated in the draft bill of the revised Indian 
Railways Act. 

-
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CHAPTER Vlil 

OTHER TOPICS OF INTEREST 

3 7. Outstanding dues again& defaulting contmctors 

The contracts for the supply of stores provide for purchases 
being made at the risk and cost of a contractor in the event of 
his failure to comply with the terms of the contract during the 
stipulated period. When, under such a provision in the contract, 
an article is purchased at a rate higher than the ooe shown in 
the contract, the extra expenditure on this account is debited to 
a suspense be.ad "Miscellaneous Advances", and is recoverable 
from the contractor who failed to supply the article at the rate 
contracted for. This head is cleared as aod whe'n the recovery 
is effected from the defaulting contractor. The balance under 
this head represents .amounts due from the defaulting contractors, 
but not recovered and not written off. 

A review conducted (October 1978) by Audit on the Zonal 
Railways and the Production Units showed that an amount of 
Rs. 2. 71 crores was lying outstanding on this account as on 
3 lst March 1978, aod some of the dues dated b.ack as early as 
J 965-66, as indicated below 

Year 

Upto 1965-66 
1966-67 to 1972-73 . 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 

TOTAL 

161 

(Rs. in lakhs) 

Amount 

9 .87 
90. 59 
27 .37 
30.27 
44 .3 1 
39 .65 
29.38 

271.44 



162 

The stores are also procured by the Railways through the 
central agency of the Director General Supplies and Disposals 
(DGS&D). The position of outstandings aga.inst the defaulting 
contractors on account of extra expenditure incurred on risk 
purchases in respect of the co'ntracts entered into by the DGS&D 
on behalf of the Railways could not be assessed, as no machinery 
exists on the Railways to watch re.alisation of the amounts 
pe.µding against risk purchases made by the DGS&D on behalf 
of the Railways or made by the Railways themselves in emergent 
cases due to failure of DGS&D contracts. There is no pro­
vision in Railway books to account for the extra expenditure on 
rfsk. purchases in respect of DGS&D contracts, as in the case of 
contracts el\tered into by the Railways themselves. Since the 
extra expenditure incurred on rnch risk purchases also has to 
be borne by the Railways in the event of non-recovery from 
the ·defaulting contractors. it is incumbent on the Railways to 
assess the total amount on this account and pursue its recovery 
throtJgh. the DG~&D. 

The matter was taken up (April 197 4) with the M"mistry 
of Railways (Railway Board) who, however, held (October 
1976) that proper system existed in the DGS&D organisation 
to watch the recoveries pending against risk purchases by the 
DGS&D on behalf of Railways and that the creatio'n of a. parallel 
macb'inery on Railways to w.atch such recoveries was not 
considered necessary. 

It was pointed out (November 1976) to the Ministry of 
Railways ( Railway Board) th_?t the extra expenditure incurred 
o·n risk purchases repre£.ented outstanding dues against the 
defaulting contractors and there should be a system either in 
the Railways or in the DGS&D to keep a watch over the recovery 
of the expenditure incurred on risk purchase. 

The Ministry of Railways (Railway Board ) stated (Decem­
ber 1979) as under : 

( I ) Considering the quantum of total purchases made 
by the Railways, the total risk purchase amount 
represents a very small percentage. 

-
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(2) Since a proper system exists in DGS&D to watch 
the recoveries against risk purchases made by the 
DGS&D on behalf of the Railways, creation of a 
parallel machinery on the Railways has ·not been 
considered necessary. 

The following points deserve consideration 

(1) The total outstanding dues as on 31st March 1978 
stood at Rs. 2.71 crores, and dated back to the years 
1965-66 onwards. :Both the quantum and the 
duration of the outstandings call for a concerted effort 
for clearance. 

(2) On the basis of the system existt.ng in DGS&D's 
orga·nisation, the Railways cannot at any point of 
time know the magnitude of the amounts due to 
them on account of risk purchases made in respect 
of contracts entereq into by DGS&D on beb,aif of 
the Railways. 

38. Northern Railway-Heavy detention to wagons . · 

Demurrage charges are levied by the Railway Administratio'n 
for detention of wagons after the expiry of free time allowed 
for loading or unloading. These charges are levied because 
wagons so detained remain idle and ca'nnot be utilised elsewhere, 
resulting in loss of earnings to the Railway. 

There is regular traffic of coal and furn.ace oil to Badarpur 
Th.et:mal Power Plant sidi'ng at Tughlakabad (Delhi Division) . 
The Railway wagons received at the siding suffered heavy 
detention since May 1973 due to reasons as under : 

•'' 

(i) Failure of wagon tippler provided in the siding for 
releasi·ng the rolling stock. 1 · 

(ii) Congestion caused due to heavy place.11;Jirrt ,. of 
wagons. 
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(iii) Inadequate handling and unloading facilities in the 
siding. 

(iv) Receipt of coal in covered wagons in ~ome case& 

requiring manual unloading for which the power 
house siding was not equipped, being designed for 
tippler u·nloading. 

(v) Receipt of diverted coal wagons containing lump 
coal instead of slack coal, resulting in hindrance to 
operations, as this power house was designed for 
slack coal o'nly. 

(vi) Supply of coal in wagons with defective cou~ 
and defective brakes. 

(vii) Yard derailments within the siding impeding the 
movement of wagons. 

(viii) Defective valves in oil ta·nk wagons. 

An assessment made by Audit revealed that as a result of 
heavy detention to the rolling stock 27,87, 770 wagon hours 
were lost during the period from May 1973 to January 1979. 
The total demurrage charges as worked out by Railway Adminis­
tration for this period amounted to Rs. 3.62 crores. 

The ye..arwise break-up of the wagon hours lost and the 
demurrage charges accrued was as under 

(Rs. in thousands) 

Wagon Demurragc 
Year hours charges 

lost accrued 
1973-74 (from May 1973) 2,713 24 
1974-75 6,54,013 80,37 
1975-76 9,45,846 1,20,1 2 
1976-77 2,44,127 34,39 
1977-78 4,36,056 62.00 
1978-79(upto January 1979) 5,05,015 64,63 

TOTAL 27,87,770 3,61,75 

-
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The Railway Administration waived (May 1973 to January 
J 979) demurrage charges amounting to R s. 2.33 crores, and 
simultaneously pointed out to the Thermal P ower Plant Authori­
ties that the Railways had almost gone out of the way to waive 
the maximum amount of demurrage charges. The payments 
received from the Plant Authorities during this period amounted 
to R s. 13 lakhs only. The balance outstanding dues worked 
out to Rs. 1.1 6 crores. 

The yearwise break-up of the outstandings was as under 

(Rs. in thousands) 

Year 

1973-74 

J 974-75 

J 975-76 

t976-77 

1977-78 

1978-79 

(Upto January J 979) 

TOTAL 

Amount outstanding 

24 

J ,72 

4,20 

15,42 

29,90 

64,63 

1, 16, 1 t 

The Railway Administration stated (July and D t:cember 
1979) that they bad been very much alive to the gravity of the 
problem, .and to ensure better tum round of wagons, meetings 
had been held with Thermal Power Plant Authorities at various 
levels. As a result, Thermal Power Plant Authorities provided 
the following additional facili ties in April 1978 to cut down 
the detention 

( i ) 2 extra lines were constructed in the siding. 

(ii) One more tippler was installed in the sidmg for 
releasing coal wagons. 

(iii) The number of sumps for decanting tank wagons 
containing furnace oil was increased from 6 to· 50 
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and the storage capacity of fur nace oil was increased 
substantially. 

The Plant Aµtbo rities made a payment of R s. 4 .03 lakhs 
in August 1979 against dues of Rs. 6.16 lakhs recoverable from 
them upto March 1976. The dues for the period upto January 
1979 outstanding (November 1979) are Rs. 1.12 crorcs. 

The following points need consideration in this case : 

( 1) Although the detention to wagons has been persisling 
for the last 6 years and certain facilities to cut 
down the detention were also provided in April 
1978, there has not been any improvement in the 
positio·n of detentions . 

(2) Although demurrage charges amounting to Rs. 2.33 
crores were waived by the Administration, the 
balance amount of R s. 1.12 crores has not yet been 
paid by the Thermal Power Plant Authorities 
( Decem her 1979) . 

39. Central Railway-Unneces~ary construd:on of a railway 
station 

In paragraph 34 of the Report of Comptroller and Auditor 
General of India for the year 1969-70-Central Government 
(Rai lways ) , the premature construction of Jasai Chide ~tation 
on Panvel-Uran section at a cost of Rs. 3.35 lakhs, resul~:ing in 
non-ulilisatio·n ·of station buildings, equipment and quarters, 
was commented upon. It was pointed out that thou.eh the 
section had been opened for goods tralfic in J anuary 1966, this 
station was 'not opened. The R ailway Administration expl~ned 
(October 1970) that it was considered desirable to have a 
station between Panvel and Uran which were situated 28 km 
apart. Jasai Chirle was considered the most suitable site for 
the station, being 17 km from Panvel .a'nd 11 km from Uran, 
a.qd tl}e location of the villages alongside the line. The station 

·~a' expected to offer passenger, parcel and goods ', traffic. 

-
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However, the station could not be opened for want of an 
approach road which was expected to be provided by the locat 
authorities by March 1971. 

The construction of the approach road to this station was 
subsequently completed by the State Government in September 
1976. However, the station has not still (November 1979) 
been ope'ned by the Railway Administration. Consequently, 
assets (Rs. 3.35 lak.hs) consisting of st.ation buildings (Rs. 1.15 
la.khs) , staff quarters (Rs. 1.05 lakbs) ma~hincry u:d furniture 
(Rs. 0.13 Jakh) and passenger and .~oods loops (Rs. 1.02 lakhs) 
had b;,:en lying unutilised. 

The Railway Administr.ation also incurred an expenditure of 
Rs. 68,728 towards wages of watch·:nen engaged to guarJ the 
assets during the period from May 1965 to March 1979. 
F urther, Joss of rent on account of non-occupation of the staff 
quarters (19 units of type I and two units of type II) during 
this period is assessed at Rs. 47,873. Besides, dividend cf 
Rs. 2.41 Jakhs on the capital investment had bee·n paid to 
General Revenues during the years 1967-68 to 1978-79, while 
the assets created therefrom had not been put to any productive 
use. 

The Railway Administration stated (January, September and 
October I 979) as under : 

( i) These assets could not be left unguarded as the same 
would be required to be put to use when the im­
portance of this section increases due to its overall 
development, which is expected to come up in this 
region in not too distant a future. 

(ii) The station would be <:pened after the section 
has been opened for passenger traffic as well ( the 
section was originally targeted to be opened for 
passenger tra'ffic on 31st March 1967). 
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(iii) The proposal for opening the section for passenger 
traffic had been examined in the past from time lo 
time but the same was not found fina'ncially vi.able. 

(iv) The goods traffic anticipated to be booked from 
Jasai Chirle station was being moved from Uran 
station. It was, therefore, not considered desirable 
to incur additio'nal expenditure on commercial staff 
by ope'ning Jasai Chirle station for goods traffic. 

(v) The station machinery, furniture and loops have 
since been removed to other stations. 

fo this case the following points require consideration 

( 1 ) The Railway Administration had stated in October 
1970 th;l.t the station, Jasai Chirle, could not be 
opened to traffic for want of an approach road 
which was expected to be provided by the local 
authorities by March 1971. The approach road 
was completed in September 1976, ·hut··· · e"Ven 
thereafter the station h.as ·not been opened to traffic. 

(2) The section, Panvel-Uran, on which the station, 
J asai Chirle, is situated, was opened to goods traffic 
in J anuary 1966. Considering that the sectio·n had 
been working without this station for over 13 years, 
there was no justification for constructing this 
statio'n at a cost of Rs. 3.35 Iakhs and the expendi­
ture was avoidable. 

( 3) The Railway Administration have stated that the 
station, J as,a.j Chirle, would be opened only after 
the section has been opened for passenger traffic 
for which the section 'is not yet financially viable. 
However, no such consideration of financial viability 
had weighed with the R ailway Administration 
e,a.rlier, when the section was ope·ned for goods 
traffic. In 'fact the entire Diva-Panvel Uran railway 
line was at that time held to be unremunerativo oo 

• • 
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the basis of financial prospects for both gocxh and 
passenger tra-ffic, and the construction of the line 
was undertaken with a view to develop the area. 

40. Recoveries at the instance of Audit 

During the year 1978-79, Rs. 102.59 lakhs were recovered 
or noted for recovery at the insta·nce of Audit. As a result of 
subsequent review made by the Railways, further amount of 
Rs. 10.22 lakhs more was noted for recovery. 
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Annexure (cf. para 13.48) 

S1utem ent showing calculation of extra paymenr IO the firm by 11·oy of co.st 
of sheet piles 

(Negotiated ra te Rs. per MT) 

Upto 10 From JO 
metres to 15 

depth metres 
depth 

Item of operation 

( I ) Driving of sheet piles (lst use) 1400 1500 

Less deprecia tion (10 %) for sheet piles (Cost 
Rs. 2200 per MT) to be borne by the firm. 220 220 

Rate for first driving after allowing for depre-
ciation 1180 1280(A) 

{2) Ddving of sheet piles (second use) 600 700(B) 

m Cost of sheet piles provided in firs t driving ope-
ration [difference between (A) and (B)J . 580 580 

(4 ) Extra payment to the firm by way of cost of sheet 
piles in first driving of 1285 MT (@ Rs. 580 
per MT - item 3) . . . . . Rs. 7,45.300 or 

Rs . 7.45 lakhs 
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