
RAILWAY CONVENTION 
COMMITTEE 

(1985) 

(EIGHTH LOK SABHA) 

SEVENTH REPORT 

RATE OF DMDBND FOR .,..,-88 AND OTHER 
ANCD.LARY MATTERS 

s&·S'-IS/( 
,?~?: 

Present,d in Lok SabluJ 0" z4-z-Z¢7 
Laid in Rajya Sabha on Z4-Z-Z9B7 

LOK IABHA IBoaETARIAT 
NBW DELHI 

P,mary, 19'7/M",,,,,. 1908 (S) 

hi" : Rs. 1 .00 



CONTENT. 

oCoMPOIITION O' Till R.w.WAY CoNvIMTION CoMMm'II (1110). 

'IrtraoDUCTION • 

.&IPoaT .. 

APPBNDlCBS 

~ 

(iii) 

(y) 

I 

II. StatemDDt sbowi~ tile rooommoodatiODS contaiDod ill tile Tbird ...... 
of Railway ConVODtion Committee (1985) on Rate of DivideDd ,.. 
1986-81 and olller ADl:illary Matters and 'IIQtlon takIIn by ac.fW _ 
tbaroon. . • • . . • • • • •• II 

:II. Conoessioas/roliofs on dividend availablo to tile Railwa,. . 13 

m. Uat of DeW Ii .. aonstruatod after 1-4-1955 OD otber tUD ...... 
ooasiderations on wbioll oxemptioD from Di'lidoad i. available. IS 

I.V. OoDCllll1onll/RwmlnMDdllioDs of tbe CoIIImIttoo • 11 

PART-II 

.MiDutoI of tho sitOOIS of tile RAilway Con,.aol\ Committa ...... 
Ida and 23rd January, IIDd 19 February, 1911. • ZI 



,r..l.l.AMU\PalH' W»1'-.4~., 

,WN, •• ..,.. " .. b1iollal 
;. .. lie. ao_ .. _ ........... -.... -------------



RAILWAY CONVENTION COMMITTEE 
(1-> 

Shri Subhuh Yadav--CMir:rJMln 

Maa.s 
1.ok SGb,," 

2. Shri Basudeb Achari. 
3. Shri B. Devaraj8b 
4. Prof. Narain Chand Parashar 
5. Shri Vijay N. Patil 
6. Shri Janardban Poojary 
7. Shri Ram Dban 
8. Shri Ram Ratan Ram 
9. ·Shl"i Madbavrao Sdncli. 

]Q. Shri S. Than,araju 
11. Shri V- TulBiram 
12. uSbri Kailash Yadav 

Rd;ya Scab'" 
13. Shri Vishwanath Pratap StnJb 
14_ Shri Dipen Ghosh 
15. @Shrimati Amarjit Kaur 
18. Shri Bbagatram Manbar 
17. £Shri Kalpnath Rat 
18. Shri p. Upendra 

SllcRBTAltIAT 

. 1. Shri K. H. Chhaya-Jolftt Sec'fetory 

.. 
.1 

2. Shri Krishnapal Singh-SeniDr Financi41 Committe. 0fIce'r. 
·Nomill.at.d 011 27·1·1986 .. Sbri ManWDdra _.".., ... 11rDDCl ",.e.r. ".12.1M' 

"Nomin,·1cd 011 26-12-1916 iii« Sbrt IIaDti Lal ~ to be a IDIID .... of' LeI5 ...... 
... d. 10.11-1986. 

ONomin.ted 011 19+1916 Pte:. Sbr:I M. ¥aMe' GIIIId to bD. __ 01 R~ya 
Sabba ", ... r. 2-4-1M6. 

INomiIl.>\ted OD 21-11-1986 PIer 'IIGUJG)' CIIUIIed by Id.,. ....... I'rom a..b'8 Iabba 
eD eompletion or III. t_ u amber 01 ~ Sa ... _ 407·JtI6. 

(Ui) • {In. ! 1 I . _ . 



INTRODUCTION 

1. the Chairman Of Railway Convention Commi~ (1986>' bav-
iAg been authorised by the Committee to submit the Bepari on 
their behalf present this Seventh Report on the Rate of Dividend 
payable by the Railway Undertaking to the General Revenue. and 
other Ancillary Matters for the financial year 1987-88. 

2. The Ministry of Railways (Railway Board) submitted • Se-
cond In terim Memorandum on Dividend Payable by BIdlways to 
the General Revenues, contribution to the Railway Depreciation 
Reserve Fund and Railway Pension Fund etc. The COIDDdttle con-
sidered the memorandum on ,8th January, 1987 and deeJded to call 
for further information OIl CC¥"tain points arising out of .. memo-
randum. The Cominittee recomddered the memorandum IloDI with 
the further information received from the Ministry GIl Ratlways 
at their sitting held on 23rd Jan~ ... ..l98'1. 

3. This Report was considered and adopted by the Cnmmlttee at 
their sitting held on l~r~~~, _11m7. Minute. of tbe IIthlll 
Of the Committee form Part-IT of the Report. . 

4. The Committee wish to express their thanb to the IIfni~::rJ. 
fJf Railways (Railway Board) for placing befo.re tUm .n • In-
formation and material required in connection with the aamin. 
tion of the subject. 

5. A statement showing the summary of the reeOlll1D8lldatio. 
of the Committee contained in this Report Is at Appeac:tm IV. 1 

NfW'DzLm; 
Febm4ry 19, 1987 
Jftigh4~ 30; fa (S) 

('If 

SUBRASB YADAV. 
~n. 

RaUtDav eo.~ Cemmittee • 

. ~ 



, ~ , 
In pursuance of the Resolution' adopted by Lot Sabba on 2IDtlt 

March, 1985 and concurred in by Rajya Sabha on 28th ~eh, 1185, 
the Railway Convention Committee, 1985, wu constituted on tl\e 
21st May, 1985 "to review the rate of dividend which is at preeent 
payable by the Railway Undertaking to General Revenues as well 
as other Ancillary Matters in connection with the Railway P'tnanee 
vis-a-vis the General Finance and make recommendations thereon". 

2. Based on ar interim memorandulT! submitted by the then De- 1 
partment of Railway~--onT5 January,-i986. the Railway Convention' 
Committee (1985) had made certain recommendations, in ~pPd 
to the rate of dividend for the year 1986-87 and other ancillary mat· 
'ters in their Third Report, presented to Parliament on 21 FebruBl"Y, 
1986. The resolution approving the recommendations made in para-
graphs 10 to 13, 15 and 16 of the Third Report was moved in Lok 
Sabha on 13 MarCh, ]986 by the Minister for Railways and was also 
adopted on that day. The recommendations contained in that Re-
port and action taken by Government thereon are iridicated in 
Appendix 1. 

3. ""he Ministry of Railways submitted Second Interim Memo-
randl.un on Dividend Payable by Railways to the General Revenues. 
Contribution tu the RailwllY Drpartment Reserve Fund and RaH-
way Pension Fund, etc.' to the Railway Convention Committee en 
'2 January, 1987. 10 their Second Interim Memorandum, the Mini-
stry of Railways has submitted for the consideration ot the Com· 
mittee, whether pending their final proposals, the recommend4atloBs 
which were the basis for the nreparation of the Budget for 1988-17. 
may generally be made appllcable for the year '987-88 also. 'nte:v 
have made the following proposals: 

·'Dividend payable to General Revenues 

. Dividend to General Revenues is at present being paid a' 
6 p~r , cent on the capital invested on Railways up f:G 
31-3-1980 (inclusiV't' of payment to StateS in lieu of pa. 
senger fare taX •. ) and 8·5 per cent on capital itl~ 
thereafter. The Railway Convention Committee (1_ 
had provi8loDa11y approved o'f the continuance of ""118 
rates up to 1l1l-I5 u an interim measure penc!Int tlM!r 
ftnal ~'t:toa. in this regard. However, the-
Commitu. lIeeMIe tunctus otIicio before makin, tlwi'r 
ftbal reeoiaunelldatlou in the matter. 
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kJ far as the rate of dividend applicable during the 7th Plan viz.t 

1985-86 to 1989-90 is concerned, this Ministry's proposak 
are being finalised in consultation with the Ministry of 
Finance and will be submitted to the Committee In a st:'pa-
rate Memorandum. Pending the submission of this sepa-
rate Memorandum, it is proposed for the consideration of 
the Committee whether th~ present rate of dividend, that 
is, 6.5 per cent on the fresh capital investment may, provi-
sionally, be adopted for the year 1987-88 also as was 
agreed to for the year 1986-87. All the other concessions 
now available, as listed in the Appendix II, may also be 
allowed to continue in the meantime. 

Depreciation Reserve Fund: 

", 

The Railway Convention Committee (1985) in their Third 
Report, approving the recommendation of the then 
Department of Railways in the Ministry of Transport 
regarding contribution to be made to Depreciation Reserve 
Fund in 1986-87, had observed as under: 

''The Committee confirms prOVisionally that the contribu-
tion to Depreciation Reserve Fund from Railways 
Revenues may be at. Rs. 920 crores in 1985-86 which 
might be stepped up to Rs. 1250 crores in 1986-87." 

'The appropriation to the Fund during the 7th Plan is proposed 
at Rs. 6275 crores. This is much higher than the total 
appropriation of Rs. 2826 crores made in the Sixth Plan 
(1980---85). In the first two years of the 7th Plan, the 
a}1propriation to Depreciation Reserve Fund has been 
provided at about Rs. 2170 crores. The rate of annual 
contribution will need to be suitably increased in order to 
meet the l'etillirements of replacements and renewals as 
also generation of adequate internal resOUrces as Railways' 
&hare in the total plan resources. It is submitted for the 
consideration of the Committee that the appropriation to 
the Fund from Railway Revenues during 1987-88 may be 
stepped up suitably to about Rs. 1350 ,crores keeping in 
Yiew the bilther outlay on replacements/renewals expected 
next year . 

..... Pund: 

Withdrawal frOm the Railway' Pension Fund has been gradu-
ally inc.reased over the ·years to cover the increasing-
.umber Of Railway petl8ioners, .reliefs grlUlted from time' 
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10 time and liberalisation of the rules for payment of 
pension. It is likely to increase further after the Fourth 
Pay Conunission's reconunendations for pensioners are 
implemented. The position stated JIlbove will require 
enhanced appropriation from Railway revenues to the
Pension Fund. For the past few years, appropriation to 
the Fund has be~n made with reference to likely with-
drawals and it is submitted for consideration of the Com-
mittee whether appropriation to Pension Fund may be 
suitably enhanced in 1987-88 keeping in view the likely 
withdrawals during the year. 

I.te.rest en Railway Funds and I.oah to Development Fund 

The Railway Convention Committee (1980) in their Tenth. 
Report reconunended that "the balances in various Railway 
Reserve Funds (except Development Fund) during 1984-85 
may carry the same rate of interest at which the dividend 
is actually paid in the Budget for 1984-85, viz., 6.5 per 
cent". They had also suggested in their Seventh Report 
that "the present arrangement of obtaining loan from 
General Revenues to meet expenditure chargeable to 
Development Fund in case of inadequate Or no surplus may 
be continued, the interest on such loans being charged 
at the rate applicable to loans given to State Governments 
as recommended by the Railway Convention Committee 
(1977). In the interim Memorandum submitted to Rail-
way Convention Committee (1985) earlier, it had been 
proposed that the same basis may be followed provisionally 
for . the Revised Estimates for 198!)..86 and Budget .Esti-
mates for 1986-87 subject to retrospective adjustments. The 
Committee recommended in their Third Report that the 
"balances in the various Railway Reserve Fund (other 
than Development Fund) may carry the same rate of 
interest as the rate of dividend" and that "the rate of 
interest on loans from General Revenues for Development 
P'und works may be the same as of dividend payable to 
the Central Government for the purposes of· the Revised 
JlJstimates tor 1985-86 and Budget Estimates for 1986-87". 
'ftte arrangement of obtaining loan from General Revenues 
to meet expenditure chargeable to Development Fund i5 
also required to be continued since no surplus is antiCipated 
1ft the current year 1986-8'1. The Committee are requested 
tQ make appropriate recommendations in regard to these 
upects for the purposes of Reviled ~ates 1986-87 and" 
Budget !".lItfma~8 1.... . '. - - f' 



4, On an enquiry ot the Committee re,arding reasOllS for tbe 
..Ministry of RailwaYI/Finan~ not beiDI able to turnish propolllB 
for the quinquennium 1985-86 to 1989-90, the Ministry of Railway. 
furnished the following note:-

"As pointed out by the Committee, this Ministry accepts that 
there has been til delay in submission of the memorandum 
on the rate of dividend payable by the Railways to the 
General Revenues. However, this Ministry would like 
to submit before ,the COIDmIttee, that as the Committee 
are aware, in the 8i.iaci6iu year 1985-86 there was a major 
deviation proposed by the Governtnent in financiQ~ the 
capital expenditu.re of the Railways. Till the year 1985-
86, the expenditllre chargeable to c;&pital was financed 
from ,~ b~dgetary support provided by the General 
Finance. This capital was treated as 'loan-in-
perpetuity' and the rate of dividend payable on 
this loan-capital was decided on the recommendations of 
the Railway Convention Committee. When the Budget 
Estimates for the year 1936-87 were lAingframed, a pro-
posal was ,mooted that part of the capital requirements 
of the Railways should be met from market boITQWinp 
which will be arranged through a Railway Finance Cor-
poration (IRFC). Since this was a major deviation from 
the practice hitherto followed in financing the railway 
capital investments, a memorandum was submitted be-
fore the Railway Convention Committee for their recom-
mendatiO"1s. The recommendations of the Railway Con-
vention Committee as well as the decision of the Govl"rn-
ment to go ahead with the formation of h'tFC wert> re-
cived in December, 1986. 

This Ministry was awal~ing these recommendations of the 
Committee and the decision Of the Government thereon 
before ftilalislng its memorandum on the rate of dividend. 
The Committee will kindly appreciate that while mak.in,! 
their recommendationa on the rate of dividend pay-
able on the capital provided by the. General Finance. 
the Committee would be taking into consideration 
_ share of the market borrowing. in the capital 
inWatm&nts and the higher coat of capital (interest and 
Iet"Vtte charges) etc. which is being bOme by the Rail-
way resulti'D.a from thil deviation in arrangement~ of 
ftftandJig the Railway Plan from the year 1986-8'1. Now 
that a decision in this matter baa been taken, this M;ni-
.try has ftnalised ltsmemOl'andum on the rate of diVidend 



5 

iDcl fo~arded. it to the Ministry Of tlnabce oil 2o-1-1MJ7 
fOr cOrlcutreDCe before .ubmiiai~ to the ComDUttee. 

The Committee is, therefore, reque~ to kindly view uu. 
delay in 8ubmiuion of the memorandwn in the .Light ot 
tbe above developments." 

5. The Committee also pointed out that at present the 6.5 per 
~nt. rate of Dividend was equal to the mean borrowing rate of the 
Government of India during th( Sixth Jo'ive Ytfar Plan and as such 
there was n~ element of 'contribution', which concept was suspend-
ed during the Sixth Five Year Plan and enquired whether the MiJIIs-
try of Finance/Railways would consider the restoration of 'contribu-
tion'. The Ministry replied to the query as follows: 

"The Committee has rightly pointed out that, at present, 
there is no element of contribution in the dividend being 
paid. It is submitted that after the memorandum on the 
subject is submitted by this Ministry, the Committee will 
be taking an overall view of the financial position of the 
Railways and the reasonable rate of dividf'nd that should 
be payable. As has been submitted in the interim me' 
morandum before thf' Committee, the recommendations of 
the Committee on the rate of dividend will be provi-
sional. It is, therefore, submitted that for the current 
financial year (198fi-87) and the Budget year 1987·88, the 
rate of dividend mav be allowed to be retained at 6.5 pel' 
cent. Any adjustm~nts that may become necessary as a 
result of the final recommendations of the Committee, on 
the rate of dividend, will be co .. Tied out in the subsequent 
years. " 

6. To another qU$"y of the Committee about the viability of the 
linesiprojects, which enjoy exemption from dividend, the Ministry 
submitted: 

''There are 5 strategic lines, 2 new lines known as National 
, Investment Lines, 2 Ore line's, and 28 new Lines cons-

tructed on 'Or after 1-4-1965, on other than financial cell· 
siderations, on which exemption from the dividend i!l 
available. A list ot these lines is enclosed (Appendix 
III). The detailed information about all these is being 
collected from the Railways and will be forwarded to th ... 
Committtee" . 

7. The Com_.tee repet that thou.h the lint two years of tb~ 
SeVeDtil Five Year Plan period are nearinK ~OIIlpletion, tbe Ministry 
., 1lai1"'''8 have not ...... aMe to submit a memora.dum tea the 
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&ailw., Convention Committee containing proposals for payment ot. 
di.vidend to the pnerai revenues for toe entire quinquennium 1985-
•. to 1819-90. Their BI'IUDlent that "when the Budpt ~tes fer 
the year 1886-81 Weft being franied, a proposal was mooted that pUt 
.f the capital.requirements of the Railways should be ~ from. mar-
ket borrowiDp" is not tenable. It has been proposed to raise &S. 
100 croNli tbroach market borrowin, in the first instance. Bs. 100 
crores is aD inaienificant part of the capital at-charge as on 31 March, 
1*-.. 8,285.& crores. This term borrowin" raised throoP mar-
ket, will also not be subject to payment of dividend. The Committee· 
have already dealt with the question of market borrowing and crea-
tion of a separate· vehicle for this purpose in a separate Report. The 
Committee are unable to accept this explanation for the delay in the 
formulations of proposals for divicIend payable by the railways even 
at the time of presentation of Railway Budget 1987-88. The Com-
mittee is·· constrained to observe that there has been a lapse on the 
part of the Ministry of Railways in this reKard. 

I. The Committee have no objection to the Dividend to the Gene-
ral Revenues and subsidy from the General Revenues to the Rail. 
ways being computed for the year 1987-88 on the provisional basis 
as adopted for 1985-86 and 1986.-87 in the manner recommended by 
tlae Railway Convention Committee (1980). 

t. The Committee confirm provisionally that the contribution to 
Depreciation Reserve Fund from Railway Revenues durin, 1987-88 
.. y be stepped up suitably to about Rs. 1350 crores keeping in view 
tlae . hiKher outlay on replacements/renewals expected next year. 

II. The balances in the various RailWay Seserve Funds (other 
t ..... Development Fund) may earry the same rate of interest as the 
rate of dividend; 

11. 'l'iie Committee recommend that for the purposes of Revised 
~tes 1986-87 and Budget Estimates 1887-88 the rate ·01 interest 
_ the followmc items may continue to be as in the year 1186-81:-

(I) loan from General Revenues to meet expeJIditure charge-
able to Development workers in case of inadequate Or DO-

sarplus helq available; . 

(ii) on the rate of interest on su~ loans from the General Re-
veDU.; .... 
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lJ. The Committee reeommead that die Peuion Fuad, io wlUcla 
-dle appropriation wal Be. 350 crores in 1116-87, be luitabl, step .... 
up d1ll'iDc tbe year 1987-88, keepUae ill view the iD"lI.Iine ._ ... 
.. I RaDway peABioaers and likely withdrawals during the year. 

13. '!'be Committee would like that in the fi:DaJ memorandum .... 
submitted to the Committee, a review should be made about .... 
"riabUity of lines/projects, which enj~y exemption from div .... 
and have c.mpleted ten years after eommiuioning, with a view .. 
_-. whether the concession eBn DOW be witladrawn. 

14. The Committee would also like to bow the views of cbe .-
-aiatry of RaUwa),alFiDance ill restoriDc the element of .. _ ... . 
,tioD" in the rate of diYicl_d in tlae Sev_tIa Plve Year Plaa ........ . 

NBW Dm.m; 
"FebruA"1I 19, 1987 
MaghA 30; 1908 (8) 

SUBHASH TAM Y 
ChMI ..... , 



--_.-



APPENDIX I 

(Vide Para 2 of' the Report) 
STATEMENT SHOWING THE RECOMMENDATIONS CONTAINED 

IN THE T1URD REPORT OF THE RAILWAY CONVENTION 
COMMITrEE (1985) ON RATE OF DIVIDEND FOR 1986-87 

AND OTHER ANCILLARY MATTERS AND ACTION 
TAKEN BY GOVERNMENT THEREON. 

S. No. Recommendation/Observation Action taken by Govt. 
-- -- . _. ---- ---_. __ ... _---- ---

II -_ .. __ .. _-----_ .. _---------------_._ ... _----_ .. _-
1. (Para 10) 

2. (Para 11) 

3. (Para J2) 

4. (Para 13) 

5. (Para 14) 

Pcndingsubmission ofdctailed memoranan, The Recommendation of 
the Committee recommend that the the Committee has bc-rn 
elliltins rates of dividend of 6% on the accepted and implement. 
capital invested on the Railways upto cd in the Railway Budact 
31·3·1980 (inclusive of 1.5% on the for 1986-87. 
capital invested upto 31.3·1984, less 
the capital qualifying for subsidy, for 
payment to States as grant in lieu oC 
Passenaer Fare Till, and contribution 
for assisting the Sta tel for financing 
Sa~ty Works) and· 6.5% on capital 
inyested thereafter may '"' adopted 
while framing the Revimi Bstimates for 
1985·86 and the Budaet Bstimates for 
1986-87. 

The concessions available to Railways in the The Recommendation or 
malter of computing dividend and tbe th~ Committee bas been 
subsidy to R.ailway. from the General accepted and implcmen-
R,ewDues OD the existing basis may also ted in the Railway Bud,n 
be adopted provi.ionally while framing forI986.87. 
Revised B.timate Cor 1985·86 and Budget 
Bstinaate for 1986-87. 

The balances in tile various R.ailways Re· The RecommendatioD or 
sene Funds (other thall Development the Committee hal IftJ'I 
Fund) may carry the same rate oC Intetest accepted aDd implclII( I t-
as the rate of dividend. ell in the Railway Bud .. 

for 1986-87. 
The rate of interest on tbe loans from The JlecolJllllelldation of 

Goaera} &evennes for Development· the Committee ha, IIHn 
Fund wolks GIay be the lalDe al of divi· noted. 
dcnd payable to tM CeDtrel Gowmment 
for the I'UI'POses of the JtevlsecI Esti. 
mate. for 1985·86 and Bud",t Estimates 
for 1986-87. 

The Committee observe that the R.ailway While lIOtin. tile recom· 
worltiil, Cor the year 198'·86 i. likelY to melldalion of tbe Com-
mult Into a deficit oC about Rs. 505 miltee, it may be men. -------_ ... -_._--

11 
3032 LS-2. . . I 
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-------------
S. No. 

6. (Para IS) 

7. (Para 16) 

Recommendation/Observation Action taken by Oovt. 

crores at tile current tariff of fares and tioned for tho information 
frelaJlt due to ~aao in the cost of of the Committee that 
inputs etc. Tho Commit_ woukl \UP tbe lcaclinl efIII:iency in· 
the Ministry of Transport ~t dieator viz. Net Tonne 
or Railways) to efl'ect sp0e4y steps for Kilometres per W8JOn 
illtensive utilisation of ,.i1way assests) per day (BG) improved 
and eeo!lODsY in avoidable expenditure by about to. ~ per cent 
so as to maximise the etIIclency and from 1104 in April· 
arrest the increase in workiog costs. December, 1984 to 1220 

in ApriI·December, 198~. 
There has also been an 
lmprowment in staft' 
procluctivlty in that the 
freight tonne kilometres 
plus passenger kilometres 
per employee ia expected 
to increaso to 2.66 
lakhs traffic units 
in 198~·86 as com· 
pared to 2. 55 laths 
Ira16c units i" 1984-85. 
Btrorts to improve will 
continue. 

Tie (\>nlmittee confirms j!rovisionally 
that the contribution to Depreciation 
Reserve Fund from Railways ~ues 
may beat Rs.920croresin 1985·86 which 
migllt be stepped upto Rs.I 250 crores 
in 1986-87. 

Tile objective of funding the pensionery 
liabilities of the servinl Railway em-
ployee~ wa- to reflect the true commercial 
state of financial health· of the Railways 
from year to year. The Committee ob-
serve that it is unfortunate that for 
tbe past some years the Railways have 
not botn able to match the liability by 
makin, sufficient appropriations to the 
Pension Fund. The Committee would 
urIC the Railways to ensure early finallaa. 
tion of actuarial estimation and make 
arranaements to fund sullicient amounts 
to meet the ruture pensionarY liabilities. 
The Committee, however, provisionally 
approYe tllat the contribution to Pension 
Fund may be Rs. 265 crores in 1985-86 
which mlaht be enhanoed to as. 350 
Crores in 1986-87. subject to retrospective 
adjustments in re~pect of paraaraphs 
10 to 12 aboYe. 

The R.ecol1Ullf'ndatioll Of 
the Committee has been 
accepted and implemen-
ted in the Railway Bud-
get for 1986-87. 

The Recommendation 8£ 
tbe Committee has been 
noted. 

-----------_ .. _._- ---_.- ------_._- ----------



APPENDIX U 

,(Yiele, para .3 of the Report) 

CONCESSIONS I RELIEFS DIVIDEND AVAILABLE TO THE 
RAILWAYS ' . 

The rate of dividend on the Capital-at-charce of the Railways and 
..reliefs in dividend.and by W~y of &ubsic:\y, based on the recommen~ 
~tiQDS of the Railway Convention Committee (1980) applicable 
upto 19M-85, are .as .under.:-

1. DIVIDEND 
(i) The rate of dividend is 6 per cent on capital invested on 

the Railways upto 31.3.1980, including 1.5 per cent on 
the capital invested upto 31.3.1964 (less capital quali-
fying for subsidy) for contribution for grants to States 
in lieu of Passenger Fare Tax and contribution for assist-
ing the States for financial Safety works. 

(if) The rate of dividend is 6.5 per cent on capital invested 
from 1-4-1980 onwa.r •. 

II. A concessional dividend of 3.5 per cent is payable on the capi-
1al cost of residential buildings. 

III. In respect of the capita1 invested on new lines, excluding the 
~ new lines taken up on or after 1-4-1955 on other than ftnancial 
considerations, the dividend payable is to be calculated at the aver-
age borrowing rate for each year but deferred during the period of 
cO,nstruction and the first five years after opening of the lines for 
traffic. The deferred liability is to be paid out of the future sur-
pluses of the lines after paymf'nt of current dividend. The account 
of unliquidated deferred dividend liability on new lines is to be 
closed atter a period of 20 years from the date of their opening, ex-
1tnguishing any liabfiity not liquidated 1f1thin that period. 

JV.1JOsses in the working of straAtegic lines are borne by the 
General Revenues. Surplus, if any, of luch lines, after meeting 
working expenses. depreciation and other charges are paid to Gene-' 
ral Revenues upto the level of normal dividend. 

13 



V. Shortfall, if any, in the payment of dividend on account of 
inadequacy of net revenue are treated as a deferred liability OIl 

which no interest is charged. 

VI. Subsidy from General Re~enues: 

Capital invested in the following cases q~ifies for subsidy frOID 
the General Revenues to the extent of the dividend c~~uJat~l at 
the rates specified above: 

,... 
" 

(a) strategic lines . 
• 

(b) 28 new lines taken up on or after 1.4 .1955 on other thb 
financial consfderations dividend becomes payable if·1Iiiy 
line becomes remunerative adopting the maJ:ginal co.t. 
principle. The arrangement is to be applied also to the 
two National Investments viz., '!rammu-Kathua andTlru-
nelveli-Kanyakumar'i~Trivandrum liile~ • 

., '10" .. ~ 

(c) Northeast Frontier Railway (No'f11.~trate·gic portion) . . ' 

(d) Unremunerative' Branch lines subject to their unremune-
rativeness being established on the marginal c.ost prin-
ciple in each case through. an annu~. review' of their 
financial results. 

(e) the ore lines between Bimalgarh-Kiriburu and SambalpUl-
Titlagar. 

(f) Ferries and Welfare bdlldings. 

(g) 50 per cent of, the· capitlll invested on. atl works. in .tIe 
current year and in the two previous years, . excludi.Dg 
capital invested in stra~gic lines, North-east Fraa-. 
tier Railway (commercial),. Ore lines, Jammu-KathD· 
an<l Tirunelveli-K.ya KU1I1ari-Trivandrum·lin .. - Ferne. 
and Welfare buidings and unremunerative branch .... · 
whi~h qualify in full for subsidy, capital invested in .... 
lhies on which the dividend payable is deferredduriD,. 
the period of construction and the firat five years after 
Gpenmg of the lines for trame, .and: the capital; cost at 1fiIeo 
wiNS taken··over from the.· PaT;'Department::: ... '" 



APPENDIXm 
.' (Vide ,para 6 of the Report) 

LIST OF NEW LINES CONSTRUCTED AFTER 1-4-1955 ON OTHER 
THAN FINANCIAL CONSIDERATIONS ON WHICH EXEMmON 

FROM THE DIVIDEND IS AVAILABLE 

S. 
No. 

Name of New Line Railway 

1 ·2 3 -,---_ .. --- . '.'- --" 
1 Khand wa-Hingoli Central Railway 
2 Bhuktial'pur-Rajgir Eastern Railway 
3 Barasat-Hasanbad Eastern Railway 
4 ICalkalighat-Dharmanagar Northeast Frontier Railway 
S Pathaakot-Madhopur Northern Railway 
«5 Barhan-Etah Northern Railway 
7 Qililon-Ernakulan (MG) Southern Railway 
8 Fatehpllr-Ohuru Westorn Railway 
9 Ramwar-Bhildi 'Wcstorn Railway 

to Galtdhidham-New Kandla Wostorn Railway 
H Sabarmati-Gandhinagar WestC'rn Railway 
12 Dabla-Singhana Western Railway 
13 ToraDgallu-Mudukolapcnta South Central Railway 
14 Rail Link to Haldia Port South Eastern Railway 
IS Ohaziabad-Tughlakabad including Northern Railway 

second Yamuna Bridge 
l6 Baagalore-Salem Southern Railway 
17 Delbi-Avoiding Line Northern Railway 
18 Singrauli-Katni Central Railway 
19 Madbopur-Kathua NorthCrn Railway 
20 Hasaa-Maogalore Southern Railway 
21 GuDa-Mabi Western Railway 
22 Udaipur-Himmatnagar Western RaIlway 
23 Bal'abil-Pallposb South Eastern Rallwa;,' 
.24 Champa-Korba South Eastera Railway 
2S Champa-Korba Bxten,ion Soutb Eastern Railway 
26 Rob~tsgarij-Oarwa Road Northern Railway 
,27 Hatia-Nawagaon South Eastern RaIlway 
l8 Kbojuriaghat-Malda North Eastern RaIlway -.-

IS 
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Nalionollnveltrrent Lines 

Kathua to Jammu Northern Railway 
2 Titunolvcli-Trivandrum-K.anyakumari Southern Railway 

Une . 

Strattgic linel 

I Bhatinda-Suratgarh 
2 Pathaokot-Mukorian 
3 laiselmer-Pokaran 
.. Raogapara North Lakhimpur 

Milikong-Selak 
S SiUguri-loghigbopa including B.G. 

ConvCt'Sion of Siligurl-HaJdibari, 

fJ" Lines 

1 Samabalpur-Tidagarh 
2 Kirituru-Bimalgarh 

Northern Railway 
Northern Railway 
Northern Railway 
Northeast Frontier Railway 

Northeast Frcntier Railway 

Soutb Eastern Railway 
South Eastern Railway 



APPBNDIX IV 

(Vide para 5 of the Introduction) 
Sumtn4"11 01 the ConclUBiona/RecommendatioTl,a df the Committee 

S. No. Para No. Conclusions/Recommendations 

1 2 

1 7 

.2 8 

---_._--_._ .... -.... 
3 
--------------

The Committee regret that though the ftrst 
two years of the Seventh Five Year Plan period 
are nearing completion, the Ministry of Rail-
ways have not been able to submit a memo-
randum to the Railway Convention Committee 
containing proposa1;s ~or payment of dIvidend 
to the GenE'ral Revenues for the entire quin-
quennium 1985-86 to 1989-90. Their argument 
that "when the Budget Estimates for the year 
1986-87 were being framed, a proposal was 
mooted that part of the capital requirements of 
the Railways should be met from· market bor-
rowings" is not tenable. It has been proposed 
to raise Rs. 100 crores through market borrow-
ings in the first instance. Rs. 100 crores is an 
insignificant part of the capital at-charge as on 
31 March, 1985-Rs. 8,285.6 crores. This term 
borrowing, raised through market, wlll also not 
be subject to payment of dividend. The Com-
qttee have already dealt with the question of 
market borrowing and creation of a separate vehi-
cle for this purpose in a separate Report. The Com-
mittee are unable to acc::cpt this explanation for 
the delay in the formulations of ptOposals for 
dividend payable by the railways even at the 
time of presentation of Railway Budget 198'1-88. 
·The Committee is constrained to observe that 
there has bHD. a lapse on the part of the Minis-
try of Railways in this regard. 

The Committee have no objection to the 
Dividend to the General Revenues and subsidy 
from the ~al Revenues to the Railways 
·befllg computed for the year 198'1-88 on the 

17 



S. No. 

1 

Para No. 

2 

18 

Conclusions/Recommendations 
--_ .. _._- --.--- --------

3 
-.:..""'"""~------------.--. -.-----

3 9 

4 10 

5 I! 

6 12 

., 11 

provisional basis as adopted for 1985-86 and 
1986-87 in the manner recommended by the 
Railway Convention Committee (1980). 

The Committee conftrm provisionally that 
the contribution to Depreciation Reserve Fund 
from RaUway Revenues during 1987-88 may be 
stepped up suitably to about Rs. 1350 crores 
keeping in view the higher outlay on replace-
ments/renewals expected next year. 

The balances in the various Railway Re-
serve Funds (other than Development Fund) 
may carry the same rate of interest as the rate 
of dividend. 

The Committee recommend that for the 
purposes of Revised Estimates 1986-87 and bud-
get Estjmates 1987-88 the rate of interest on 
the following items may continue to be as ill 
the year 1986-87:-

(i) loan from General Revenues to meet 
expenditure chargeable to Develop-
ment Works in case of inadequate or 
no surplus being avaUable; 

(ii) on the rate of interest on such loans 
from the General Revenues, and 

(iii) OD the rate of Interest of Railway Fund 
Balances. 

The Committee recommend that the PenaiOll 
Fund, to which the appropriation was Ra. 350 
crores in 1!m6-87, be Suitably stepped up daring 
the year 1987-88, keeping in view the increasing 
number of Railway pensioners and likely with-
drawal during the year. 

The Committee would like that in the ftnal 
memorandum to be submitted to the Com-
mUte.4!, a review shoUld be made about the ---- - . .-------------



S. No. 

1 

8 

----

It 

Para. No. Conclusions/Recommendations 

2 

14 

3 

viability of lines I projects, which enjoy exemp-
tion from' dividend and have completed t.1 
years after commissioning, with a view to see-
ing whether the concession can now be with-
drawn. 

The Committee would also like to know 
the views of the Ministry of RailwayslFinance 
in restoring the element of ucontribution" in 
the rate of dividend in the Seventh Five Yelr 
PIan period. 



PART II 

Minutes of sittings 
of the Railway Convention Committee (1985) 

held on 8 and 23rd January and 19th February. 1987. 

=== .. ,-:::-===--:====-------- . -- ====-= 



.. : RAILWAY' CONVENTION 'COMMITTEE 
(1985) 

Z£th SlttID, 
~ .• a " 

; ." :,'. 8-1-19&'1., 

", .' 

. '( .: .... 
The Railway Convenijon Committee, held, its si,tting from 15.00' 

hrs. to 15 .• brI. ' I 
PRESENT 

. Mhaas or TIll: CQMKI'1"1'BE 

1. Shri Subhash Yadav~h4innan 
'If' I 

2. Shri B. Dev~aj~ 
~ : . 

,:., 

3. Prof. N arain Chand Parashar 
4. Shri Vijay N. Patil 
5. Shri Ram Dhan 
6., Shri Ram Rata~, Ram 

" ..... 
7. Shri Kailash Yadnv 
8. Shrimati Amarjit Kaur 
9. Shrj Bhngatram Manhar I .. 

10. Shri Kalpnath Rai 

11. Shri P. Upendra 

SECRETARIAT 

1. Shri K. H. Chhaya-Joint Secreta.ry. 

.' , 

"':",,' 

2. Shri Krishnapal SJngh-Senior Financia.l Committee. 
Oflicer. 

The Chairman, Railway Convention Committee first welcomed 
Shri Kailash Yadav, MP from Lok Sabha and Shri Kalpnatb Rai, 
lIP from Rajya Sabha as Members of the Committee. 

2. The Committee then considered the Memorandum received 
from the Ministry of Railways (Railway Board) on Dividend Pay-
able by the Railways to General Revenues-198'1-88 and dettrecl 

23 
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;that information on the following points may be called for in the" 
:firllt iDitance:--

(i) Though the first two years of the Seventh Five Year Plan 
period are nearing completion, the Ministry of FiDancel 
Railways have submitted only an Interim ¥emorandum, 
By now, the Committee expect proposals for the quin-
quennium 1985·86 to 1989-90. Reasons for this may kind· 
ly be stated. 

(ii) At present the 61 per cent rate of Dividend is equal to 
the mean borrowing rate of itM' Government of India 
dUl"ing the Sixth Five Year Plan. Thus there is DO 
element of 'contribution', which concept was IlU8pended 
during the Sixth Five Year Plan. wm the Ministry of 
Finance/Railways consider the restoration of 'contribu-
tion'? 

(iii) The Committee would like to know about the viability of 
the lines/projects which enjoy exemption from dividend . 

• • • 
'Thereafter the Committee adjourned. 



BMLWAY CONVEN'lION COMMrl'l'Bl: 
.<198&) 

ZSthS~ 

23·1~7 

The Railway Convefttlon Committee held its sitting from 15.00 
hrs. to 15.46 brI. 

PRESENT 
MEM1lERS OF THE COMMI'1'TllE 

1. Prof. Narain Chand Parashar-in the Chair 
2. Shri B. Devarajan 
3. Shri Vijay N. Patil 
4. Shri Ram Dhan 
5. Shri Ram Ratan Ram 
6. Shri S. Thangaraju 
7. Shri Kailash Yadav 
8. 8hri Dipen Ghosh 
9. Shrimati Amarjit Kaur 

10. Shri Bhagatram Mtlnhar 
11. Sbri Kaltpnath Rai 
12. Shri P. Upendra 

SECRETARIAT 

1. Shri K. H. Chhaya-Joint Secretary. 

2. Shri Krishnapal Singh-Senior Financial COfflmittl!e 
Ol/icer. 

Prof. Narain Chand Parashar was elected to preside over the 
siWng of th~ Committee in absence of the Chairman (Shrl Subsash 
Y~dav). 

• • • • 
Thereafter, the Committet! considered the memorandum re-

qived from the Ministry of Railways (Railway Board) regardiag 

• 
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dividend payable by the Railways to the General Revenues-1987-88. 
Pending the submission of a final memorandum, the Committee 
approved the present rate of dividend i.e.,' 6.5 per cent on :fresh 
capital inves~t proy4sionally fw. the year 1987-88. They also 
decided that all other concessions available to the Railways at pre-
sent in this regard may continue as an interim measure. The Com-
mittee also approved appropriatiOn to the Depreciation Reserve 
Fund from the Railway Revenues during 1987-88 may be stepped up 
to Rs. 1350 crares. 

Thereafter the Committee adjourned. 



RAILWAY CONVENTION COMMITTEE 
(1985) 

27th Sitting 

19-2-1987 

The Railway Convention Committee held its sitting from 15.00 
hrs. to 15.30 hrs. 

PRESENT 

MEMBERS OF THE COMMITl'EE 

1. Shri Ram Dhan-in the Chair 

2. Shri Kailash Yadav 
3. Shrimati Amarjit Kaur . 
4. Shri Bhagatram Manhar 
5. Shri Kalpnath Rai 

SECRETARIAT 

1. Shri Krishnapal Singh-Senior Financial Committee Officer. 

In the absence of Chainnan, Ranway Convention Committee, 
Shrt Ram Dhan was elected to preside. 

The Committee considered and adopted the draft Report on 
"Payment of Rate of Dividend and ,other Ancillary Matters for 1987· 
88". 

The Committee authorised the Chainnan to finalise tlie Report 
and present the same to Parliament. 

Thereafter the Committee adjourned. 
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