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INTRODUCTION 

I. the Chairman. Railway ConventioD Committee, 1977 having 
been authorised by the Committee to pr'e$ent the F~ Repoct C¥1 
their behalf, pres,nt this Reptort. 

2. The 1973 Convention covered the first threIe years of the Fifth 
Plan, viz .• 1974-76, 1975-76 and 19'1.6-77. TAe Replll't af the Conven-
tion Committee, 1973 on Rate of Dividend for 1977-78 and other 
Ancillary Matters was adopted by the ~ttee 00 the 3rd Dec-
ember, 1976 but could not be presented due to diRution of Fifth 
Lok Sabha on-the 18th January, 1977. 

3. In pursuance of the Resqlution adopted by Lok Sabha on 2nd 
August, 1977, and concurred in by Rajya Sabha on the 4th August. 
1977. the Railway Convention Committee, 1977 has been constituted 
"to review the rate of dividend which is at present payable by the 
Railway Undel-taldng to General Revenues as well as other ancillary 
matters in connection with Railway Finance vis-a-vis the General 
Finance and make recommendations thereon." 

4. At their first sitting held on the 20th September, 1977 tble 
Committee decided to take up ihe following subjects for detailed 
examination: -

1. Personnel Policy and its Administration on Indian Railways. 

2. Role of Railways in Indian economy-perspective for the 
future. 

3. Corruption and Malpractices in Indian Railways. 

4. Passenger Booking and Reslervation. 

5. The Committee propose to call for memoranda from leading 
non-official organisations as well as from eminent persons having first 
hand Imowledge and experience of working 01. the Railways on the 
above subjects. They would also examine the Npresentative9 of the 
Ministry of Railways before finalising their reports. These would be 
presented to both the Houses as expeditiously as poSsible. 

6. In this Report, the Coimmittee have given their recommenda-
tions with regard to the dividend payable by the Railways during the 
years 1977-78 and 1978-79 and other ancillary matters so as to enable 

(v) 



(vi) 

the Ministry of Railways to prepare the revised estimates for the 
current year and the budget estimates for the next financial year. 
Their Reports on Rate of Dividend etc. for Subsequent years will 
be P'l'esented in due course. 

7. The Committee considered and finalised the Report at their 
sitting held on the 5th October, 1977. A statement showing the 
summary of the principal/recommendations of the Committee is 
appended (Appendix-II.). 

8. The Committee wish to place on record their ap'preciation of 
the valuable assistance Tendered to them by the Chairman and Mem-
bers of the Railway Board, the FinanciaJ. Commissioner for Railways 
and their officers and staff. . 

NEW DEI.HI; 

October 14, 1977 
-Asvina 22, 1899 (8) 

KRISHAN KANT, 

Chairman, 
Railway Convention Committee. 



REPORT 

.A. Review of the financial results of workiDa of the Bailwayi durin. 
197t-75, 1975-78 and 1976-77 together with .... budgetary fore-
cast. fOr 1977-78. 

A summary of the financial results of working of the Railways 
: since the commencement of the Fifth Plan is given below (figures 
:in the first column indicate the position as at the conclusion ·of the 
.Fourth Plan, i.e. in the year 1973-74):-
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2. The Committee observe that during 1976-17 the financial perfor-
manee of the Railways registered a marked improvement over the 
previous two years. As against a nominal surplus of Rs. 8.98 crores 
anticipated in the budget, the latest actuals indicate a net sur-
plus of the order of as. 87.33 crores during the year. On the other 
hand, the Railways had closed the financial years 1974-75 and 1975-
76 with a net deficit of Rs. 113.82 crores and Rs. 61.11 crores res-
pectively. The Committee note with gratification that the budget 
estimates for 1977·78 presented in June, 1977 envisage a net surplus 
of Rs. 32.50 crores as against Rs. 26.45 crores projected in the Inte. 
rim Budget presented in March, 1977. 

3. The Committee furtber note that Railway!>' indebtedness to 
General Revenues under Development Fund and Revenue Reserve 
Fund has increased from Rs. 208.01 crores at the end of 1973'-74 
(i.e. the last year of the Fourth Plan) to Rs. 462 crores (approx) 
,to the end of 1976-77. So far as the current year (1977-78) is con· 
cerned, the Committee note that in view of tbe increased surplus 
expected to be achieved, the Railways' indebtedness to the Gene-
ral Revenues would go down from Its. 417 crores mentioned in tbe 
Interim Budget to about Rs. 417 crores. 

4. The Committee thus find that in spite of the Railways having 
, earned a handsome surplus of about Rs. 87.3 erores during 1976-77 
and an antieipated surplus of Rs. 32.5 crores in 1977-78, Railways' 
indebtedness to General Revenues continues to be B matter of great 
concern. Needless to say, it would need several years of sustained 
efforts on the part 0If the Railways to wipe oft the liabilities that 
they have accumulated. The Committee have no doubt that the 
measures taken to augment the earnings and to keep the working 
expenses under strict check would continue to be pursued with 
vigour folO that the Railways may no longer have to look to General 
Finanees for budgetary support and they are able to pay back the 
loans taken from the genera! exchequer as quiekly as possible. 

B. Rate of Divideud etc. 

5. Keeping in view the present state of Railway finances, the 
Committee consider that the reliefs recommended by the Railway 
Convention Committee, 1973 in their Interim, .sixth and Ele'Yenth 
Reports may continue during the financial years 1,977-78 and 1978· 
19. The Committee accordingly recommend as follows: 

(1) The present mode of payment of a hed dividend on the 
capital investeet in the RaIlways a. eomputed annually 
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in lieu of the interest cbarges plus a small element of 
contribution to General Revenues, may continue in tbe 
interest of financial discipline. 

(2) Tbe present manner of fixing the payment' of dividend 
to General Revenues, viz. at fixed percentage of the Ca-
pital-at-charge of the Railways excluding the capital of 
strategic lines and making special provision for certain 
ore lines, Jammu-Kathua section and Tirunelveli-Kanya 
Kumari-Trivandrum line etc. May continue during the 
financial years 1977-78 and 1978-79. 

(3) The present arrangement of adopting different rates of 
dividend on Capital invested in the Railways up to 31st 
March, 1964 and that invested thereafter, may continue 
during 1977-78 and 1978-79. The existing rates of divi-
dend at 4.5 per cent of the Capital invested in the Rail-
ways upto 31st Ma~ch, 1964 with an addition of 1 per 
cent in lieu of the tax on passenger fares and to assist tbe 
State Governments in financing the Railway Safety Works 
and 6 per cent on Capital invested on Railways after 31st 
Marcb, L964 may also be retained with the following 
ancillary provisions, including equitable concessions to 
the Railways, as below:-

(i) Out of the amount of additional 1 per cent dividend on 
the Capital invested in the Railways upto 31st March, 

,19M a sum of Rs. 16.25 crores may be passed on to the 
States as payment in lieu of passenger fare tax and the 
balance utilised to assist the States in providing their 
portion of tbe resources required for finanCing safety 
works as at present. 

(it) The present arraugement of deducting losses in the 
working of strategic lines from the payment to General 
Revenues may also continue during the financial 
years 1977-78 and 1978-79 with the complementary 
arrangement that the earnings of such lines, if any, 
after meeting working expenses, depreciation and other 
charges may be paid to the General Revenues to the level 
of normal dividend. 

(iii) The present arrangement of exempting *"e Capital-at-
charge of the non-strategic portions of the North-east 
Frontier Railway, unremunerative branch lines and the 
element of over-capitalisation: Dom the payment of 
dividend may eoatinue durine 1177-78 and t.978-79. 
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(iv) The present ar~ment of penn,itdng the Raillways 
to take credit for the di8el'ence between the dividend 
rate of 6 per cent and the averareborrowing rate at 
which interest would actually accrue, in respeetof their 
various Fandbalances banke" with the General Be-
VeJlllOS may also be continued during 1977-78 and 1978-
79. 

(v) The existing arrangement of: 

(a) deferring the payment of dividend on the Capital-at-
charge of New Lines chargeable at the average rate 
of interest during the period of their construction as 
well as for the first five years after their ",ening; and 

(b) dolling the account of deferred! dividend on New 
Lines after a period of 20 years from the date of 
their ~ening, extinguishing Day liability for 
deferred. dividend not liquidated within that period; 

may be continued during the financial years 1977-78 and 
1978-79. 

6. In paragraphs 5.79 and 5.80 of their Ninth Report, the Railway 
Convention Committee, 1973 had observed as follows:-

"In paragraph 16 of their Sixth Report, the Railway Conven-
tion Committee had recommended that 50 per cent (in-
stead of 25 per cent as hithertofore) of tbe capita) out-
lay in the years 1974-75 and 197$-76 on wor.ks-in-pro-
gress other than those pertaining to strategic lines, North-
east Frontier ·Railway (Commercial), over-cap!italisation, 
ore lines, Jammu-Katbua and Tirunelveli-Kanyakumari-
Trivandrum lines, New Lines andP & T line wires, may 
be exempted from payment of dividend for a period of 
three years. This recommendation has since been appro-
vee! by Parliament. 

Having regard to the dimcult financial position of tbe Railways> 
aild also taking into considcr:ation the long period of 
~on.trudion/ge8tation of Railway investment in general, 
the Committee recommend that SO per cent of the outlay 
on capital works-in-progress, other than those specified 
above, may continue to remain exempted from paym~nt 
of lIividend for a period of three yean in eaeh case. during 
the entire period of the Fifth Plan i.e. 1974--79." 

7. While reiterating the above recommendations, tile Committee 
would like to observe that the exemptienfl'om dividend liability 
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allowed in respect of 50 per e"'~ of the outatr oa capltal"worb ia.-
prOi'ft'$s should on no account be ~ as a ~r for delayiag 
completion of the various projects. The Co ... btee would: seron,ly 
urre that all ODoCoble capital woKs aebeaaes ...... be completed 
with expeclitioa accOl'd~ to tbe prescribed _ed1de&. 

C. Railway Funds 

(a) Depreciation Reserve Fund 

8. In pursuance of the recommendation made by the Railway 
Convention Committee Ul71 in their First Report on Accounting 
Matters, Government appointed a Working Group to examine the 
basis for making provision fOE depreciation in resptect of Railway 
assets created during the Fourth Plan period and to determine whe-
ther it is necessary to create a separate Renewal Reserve Fund to 
provide for inflationary and improvement elements in the cost of 
assets. The Working Group have since completed their study and 
their recommendations have been examined by Government. A 
statement showing Government's decisions on the Rep'Ort of the 
Working Group is given in Appendix I. 

9. It will be ~serv" that of the three alternative systems re-
'commended by the Worktnl Group, Government ~ve decided to 
adopt SY$tem II according to whieh the depreciation requirement 
in the Fiftb Plan would be of the order of Rs. 658 crores. The 
actual pl'ovi&ion of R3. 650 crores made in the Plan more or less 
.corresponcla to this figure. 

10. In paragraph 15 of their Eleventh Report, the Railway Con-
'vention Committee, 1973 had observed as under: 

"The C:munittee note that Railways are obli~d under 8 
covenant recently entered into with tlw lJ),ternational 
Developm,ent Association, to make a minimum contri-
bution of Rs. 130 crores per annum to the Depreciation 
Reserve Fund during the quinquennium 1974-79. Keep-
ing in view the depreciation requirements for 1976-77, 
the requirements as assessed by the Working Group on 
Depreciation and the commitment made to the Inter-
national Development Association, the Committee have 
no objection to the contribution to ttle Depreciation 
Reserve Fund being raised to Rs. 135 crores in 1976-77 as 
against Rs. 115 crores during each of the first two years 
of the Fifth Plan." 

11. TIle CoIumlu..e note that the llaUways will have to make a 
eontribaation of as. 285 crores towardS Depreciation Reserve Fund 
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durina 1871-78 and 1978-78 in fulfilment of a covenant entered intI) 
with the World Bank so as to arrive at an average of Rs. 130 crores 
per annum during the Fifth Plan period. This would also be in line 
with the requirements assessed by the Working Group on Depre-
ciation. The Committee have, therefore, no objection to the con-
tribution to the Depreciation Reserve Fund being raised to Rs. 140 
erores during 1977-78 and Rs. 145 crores during 1,978-79. 

(b) Development Fund 
12. The Development Fund owed a loan lia bility of Rs. 108.3 

crores to the General Revenues as on 31st March, 1974. With fur-
ther loans of Rs. 21.9 crores in 1974-75 and Rs. 22.3 crores in 1975-
76, the loan liability of the Fund at the end of 1975-76 was Rs. 152.5 
crores. During the years 1976-77 and 1977-78 withdrawals from 
the Fund for financing works of development nature aTe estimated 
at Rs. 17.5 ccores and Rs. 19 crores respectively. As no loans from 
General Revenues are required, the total loan liability is expected 
to remain at the level of Rs. 152.5 crores i.e., the same at the end 
of the preceding two years. 

13. In addition to taking loans foc financing the works charge-
able to the Development Fund, the Railw-ays have been obliged to 
take loans to pay the interest on these loans, as the Fund did not 
have resources of its own to meet the interest liability. In accord-
ance with the recommendations of the Railway Convention Com-
mittee, 1954, the Railways pay interest at the average borrowing 
rate chargeable to commercial departments both in respect of the 
principal and the interest due thereon. 

14. The Committee recommend that: 
(1) the present provision for temporary borrowing from 

Central Revenues when the balance in the Development 
PaDeI Is Inadequate to meet its obligations for meeting the 
expenditure chargeable to the Fund and to pay the 
interest on loans may be continued in 1977·78 and 1978-
78; and 

(il) interest on loans, whether taken to finance the expendi-
ture on development works or to pay the interest on tbe 
principal of such loans, should continue to be levied at 
the .venae borrowina rate ebarleable to Commercial 
Departments. 

(c) Revenue ReseTve Fund 

15. The loan liability of the Revenue Reserve Fund rose from 
Rs. 249.5 crores at the end of 1974-75 to Rs. 307.5 crores at the end 
of 1975-76 and Rs. 309.5 crores at the end of 1976-77. The total 
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liability of the fund to the General Revenues as on 1st March. 
1978 is estimated to be of the order of Rs. 264.2 crores. 

16. The Railway Convention Committee, 1971 had recommended 
that when the Railways' net revenue was not adequate to pay 
dividend to the General Revenues in full to make· good the short· 
fall, the Railways may be permitted to take temporary loans from 
the General Revenues to meet the full dividend liability and that 
the interest on such loans to the Revenue Reserve Fund (includ. 
ing the loans for repayment of original loans, or paying interest 
thereon) should be paid by the Railways at the current borrow. 
ing rate which is normally one per cent higher than the average 
borrowing rate. The Railwav Convention Committee, 1973 recom-
mended continuance of these provisions for the years 1974-75, 
1975-76 and 1976-77 in their Interim, Sixth and Eleventh Reports 
respectively. 

17. The Committee recommend that the Railways may be per-
mitted to take temporary loans as at present from the General 
Revenues to meet the full dividend liability when the Railways' net 
revenue Is DOt adequate to pay the dividend to General Revenues 
and the BeVeD.Ue Reserve Fund has no or insufficient balance to· 
make good the shortfall. The interest on such lOans may be paid 
by the Railways at the current borrowing rate during 1977-78 and 
1.978-79. 
(d) Othe-r AnciZary Ma.tters 

Financing the construction of Staff Quarters 
18. In p'aragraph 6.47 of their Ninth Report on Social Burdens on 

Indian Railways, the Railway Convention Committee, 1973, had 
observed as under: 

"So far as the question of financing the Staff Quarters is con-
cerned, the Committee agree with the Railways' sugges-
tion concurred in by the Ministry of Finance, that the cost 
of construction of staff quarters may be charged to 'Capi-
tal' during the Fifth Plan period, dividend on such capital 
being payable only if the Railways have a surplus after 
discharging other dividend obligations." 

The Committee note that this arrangement has been approved by 
Parliament for the period 1974-79. 

NEW DELHI; 
Oct;ober 14, 1977. 
Asvin4 22, 1899 TSaka)~ -

KRISHAN KANT, 
Cha.irman, 

Railway Convention Committee. 



APPENDIX I 

(Vide para 8) 

Note showing GoveTn.Melllt's decisions on the recommendation. 
of the WmJcing Group on .Depreciation. 

The Railway Convention Committee (1971), in their recom-
mendatiollB. No.2, 3 and. :> deaUng with the Depreciation Reserve 
Fund, contained in their First Report entitled "Accounting 
Matters", h,d suggested that the technique of assesling the depre--
ciation requirements should be refined to avoid the risk of any 
future under· provision. The Convention Committee had further 
recommended that Government should constitute a Working 
Group consisting of experts from Finance, Accounts, Audit and 
technical diaciplines to examine the maintenance of data in re~'peo~ 
of assets created in the Fourth Plan and provision of depreciation 
for the same on a &cientifi.c and fR-tional bM.ii. T~e Committee 
had also desired that a critical study shoul~ be Dl~ to determine 
whether a separate Renewal Reserve Fund should be created Qut 
of profits to provide for inflationary and improvement elements 
in the cost of assets. 

In pursuance of these recommendations of the Railway Con-
vention Committee (.1971), a Working Gr.oup w~ cONitituted with 
the following terms of reference:-

(a) Collection of full detailll in reSPQet of the assets created 
during the 4th Plan both with regard to the varioUl 
types of assets requiring replacement and ,their distri· 
bution in recognised age groups. 

(b) Determination of economic life of eacn type of asset so 
created taking full account of prellent day usage and 
wear and tear. 

(c) Nature of recorqs and J:~ll1ters to be maiJltajned in the 
Railway headquarters for determining depreciation im-
plications in respect of aJ.l railway assets during each 
year. 

(d) To determine whether in conformity with accep'ted 
principles of accounting, a separate Renewal Reserve 
Fund should be created out of the profttt, if any, to 

10 
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provide for inflationary and improvement elements in 
the cost of assets. 

The Working Group has submitted' its report. In brief, the 
main recommendations of the Working Group are as under:-

(i) The current replacement cost approach should be follow· 
cd in Railways for purpose of chargiD.g depreciation 
considering the permanent character of Railways and 
their crucial role in providing infra-structure for deve· 
lopment; 

(ii) There is no need to create a separate Renewal Reserve 
Fund in view of recommendation at (i) above; 

(iii) There is no fundamental necessity to change the present 
system of working out the depreciation provision; and 

(iv) The Working Group have considered three alternative 
systems for working out depreciation. They have dis· 
carded System I, i.e., maintenance of regil;ters by indi-
vidual assets or by groups, for reasons of being expen-
sive and cumbersome. They have recommended that if 
a departure from the existing system is considered 
essential, either System II or System III may be adopted. 

The Ministry of Railways have carefully C'onsidered the recom-
mendations and conclusions of the Working Group. The summary 
of these recommendations and Government's decision thereon is 
contained in Annexure. Though the Working Group and recom-
mended that the present systcm of working out the D.R.F. provi-
sion need not be altered, yet the Ministry of Railways have decided 
to adopt System II indicatp.d by the Working Group. The salient 
features of this system are that the depreCiation provision is cal-
culated on the basis of the already available data on wasting rail-
way assets contained in the Block Account. This provision is 
worked out separately on account of the three constituent elements, 
viz., (i) the provision based on original cost of the asset.s, (ii) the 
proviSion on account of inflation, and (iii) the provision on account 
of improvement element. The sum total of these provisions would 
be the current replacement cost. The Group has also worked out 
the inflationary element and the improvement proportions applic-
able for the Fifth Plan. The reasons which have weighed with 
the Government in accepting the above system are: 

(i) It comes closest to the object expressed by the Conven-
tion Committee; 

2052 LS-2. 
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(U) It breaks up the contribution to the Depreciation Fund 

on a rational and scientific basis into three constituents, 
namely, depreciation proper, inflationary element and 
the cost of improvement: 

(iii) While the depreciation is proper could be a standing 
charge related as it is to the lives of assets, the inflationary 
element and the improvement cost could be up-dated 
periodically, thereby maintaining the rational and scien~ 
tifie character of the system on a long term basis; and 

(iv) It has the added advantage of being the most economical 
way of working out the cost of renewals and replace~ 

ment in a given period and its adequacy can be reviewed 
to coincide with the Plan period. 

The amount of contribution to the Depreciation Reserve Fund, 
as projected in the Fifth Plan, is Rs. 650 crores. The Working 
Group's assessment for depreciation under System II is Rs. 658 
crores which is quite close to the earlier provision. 

The Wotking Group's recommendation that at least 5 per cent 
of the block value of wasting assets should be maintained as the 
balance in the Depreciation Reserve Fund to meet the unforeseen 
exigencies that may be caused by the unpredictable inflationary 
situation and also due to the rapid strides in the field of technolo-
gical advancement, has been accepted in principle. The balance 
in the Fund, from time to time, will, however, depend on the 
financial pbsition of the Railways. 



Almezure 

SUMMARY OF CONCLUSIONS Ir RBCOMMENDATIONS 

SI. 
No. 

Conclus ion~ & Recommendatiom Government decision 

--------
I The current Replacement Co~t approach should be followed Accepted. 

in the Railways for the purpo~e of charging depreciation 
considerilli the permanent charaet.:r of Railways and their 
crucial role in providin. illfra-structure for economic deve-
lopment. AccordiDjjly.. the estimated inftationery and 
improvement clement will form part of this Replacement 
Cost. 

2 There is no need to create a separate Renewal Reserve Fund Accepted. 
in view of (I) above. 

3 In the contezt of above, there is no fundamental Decessity 10 Thill is only an obser\"l-
change the present sYbtem of working out the provision to tirn. 
DRF ba-ed on current Replacement need~. 

4 However, dnce the Convention Committee have desired that 
a separate system should be outlined, the following alter-
natives were con·;jdered :-
(i) Systt:m I-Calculation of depreciation provision based 

on asset rea;sters for each individual a~~et. Another 
refinement of the same system would be the aduption 
of Group Plan System of workidJ out depreciation for 
a given recognised group of asset.. System II as out-lined by 

the Group should be 
adopted to work out 
the contribution to 
D.R-P. 

(ii) ~$t.,m II-Calculation of depreciation provision based 
on the already available data on wastiq railway assets 
coDtained in the Block AccoUDt i. c. workilli out sepa-
ratdy the provision on accoUDt of the three eltments 
viz. the pnlVision based on original cost of the assets, 
the prov ision on account of inflation, and the provision 
on account of the improvement e1c:ment. The sum total 
of these three provisions would automatically meet 
the requirements of current replactment cost approach. 

(iii) Syst"" III-Calculation of depreciation provl~lon 
based on available data of Railways' wasting aSlcttl in 
tenns of physical units under clearly assignable alset 
groupll and estimatilli their current replactment cost 
by evaluating them and thus arriving lit the provi,;' n~ 
for Depreciation Re~erve Jlund. 

S. IQ view of the cumberl"·menesl of the procedure, a. will II 
subatantial recurriD, expenditure of about RI. S7 laths per 
annum involved, the Working Group do not recommend 
the adoption of System I. 

13 
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51. 
No. 

Conclusions & Retommenclatlons Gover. ment's decision 

6 The Workilll Group aCCOl'dilllly recommend the adoption System IJ is accepted. 
of either System II or SyStem III, if at all it i~ conSIdered 
nl.'ce~sary to change the ezi~ting proCl.'dure. 

7 The depreciation on assets created between 1969-70 and 
1973-74 works out to Rs. 99 crores for the 4th Plan and 
Rs. 205 crores for the Sth Plan based on current replace:-
ment cost approach and applying the fBCltors of inflationary 
and improvement elements as worked out under System I. 

8 The total provisiun to the Depreciation Reserve ]'und during 
the Fifth Plan under the three ~ystems would be as fo-
lluws :-

System I 
System II 
System III 

Re. 730 crores 
Rs. 658 crores 
Rs. 750 crores 

It is felt that a option of either of the two ~ystems rec()mmen-
ded by the Workilll Group will ensure that Ibere is no 
serious und r-pro\'isioning or over-provisi('ning. 

Noted. 

Tl t provision f( r dtpre-
ciation of RR. 6S8 crores 
under System II is in 
line with the provision 
for depreciation made 
in the sth Plan of Rs • 
650 crores. 

9 The Workins Group recommendH the review of the quantum The provltiJon for depre-
of provision during the middle of the Fifth Plan in case the eiaticn during Ih F.flh 
rate of inflation warrants it but in any case after every five Plan has been worked 
years. out by the Working 

10. 

Group recently. The 
next review of quan-
tum of provision will 
be I118do before the 
beginning of the Sixth 
Plan. 

Considering the importance of the Railway system as an Accepled in principle. The 
inherent part of infra-structure of the economy as alfO balance in the Fund 
due to its vast area, volume a~d complexity of operatiuns, will dlpend on the 
in the interest of prudent financial manascment, if the financial positi,'n cf 
financial situation permits, the Working Group recommend the Railways. 
maintenance of at least s% of the block value of watiling 
asSets aN the balance: in the Depreciation Re&erve Fund to 
meet the unforeseen exigencies which may be caused by 
the un.,redictabJe inflationary situation as aho due til 
the Tllpld Klrides in the field of technological advance-
ment. 

I I Th: summary of recommendations pertaining to determinat i{'n The recommendaticn wi! 
of the life of various categories of assets according 10 be examined in all its 
the regrouping of assets as recommended by the Working aspects where after a 
Groul' is as under :- decision will be taken. 

J. Bridge works-Steel 80 years • 

.2. Bridge works-Masonry and cement 
concrete 100 .. 
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F,"- Conclusions &: Rec:ommendati0Q8 
N-'. --------_.--------------------------------------------------.---------

3. Structures-Steel 75 Yeal'!i 

4· Structures-MasonrY lind cement 
concrete 80 

s· Rails 60 

6. Points & Crossings 40 

7· Wooden Sleepers 16 

R. C. r. Sleepers & Fastenings 40 

9. Steel trough ~Ieepers and fahten ing:. 40 

10. Plant and Mach,'nery : 

I. Machines and Shop Planu 

(a) Tool Room and Tc;ting Lab. Equil'mtlll 

(b) Lathe Planers, drilling boring etc. (2 ~h;th) 

.. 

.. 
" 

.. 
" 

(c) High precision & special purpose machines ( 2 shifts) 

Cd) Foundry ami forge equipment (2 shifth) 

(c) Heat Treatment Equipment (3 shirl!.) 

(f) Power Generating Machinery and Switche~ _ 

(g) General purpose light Machinery (one ~hift) 

(h) Other Misc. machines 

II. (a) Cranes-Steam & Gantry 

(b) Crunes-Diesel &: Light mobilc 

Ill. Light Mobile Machinery 

IV. Construction Mac:hinl'll and TI1IC.k Main!cnance Equipmmt 

V. Station Machinery 

VI. Misc. Machinery &: Equipment 

II. Steel Body Coaches . 

u. Light Uti! isation Catejll.lries of coaches 

13. IRS Coaclle~ 

J4. EMUs 

IS. Wagons (4-wheelers) 

16. Bogie Wqons . 

20 

20 

20 

20 

35 
20 

20 

30 

20 

10 

10 

25 

40 
30 

25 

40 

45 



SI. 
No. 

17· 
18. 

19. 

20. 

21. 

:1:1. 

23· 

24· 

2S· 

26. 

:17· 

:IS. 

29· 

30. 

31. 

32. 

33. 

34· 

35· 

36. 
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ConcluSions & Recommendations 

years 
Tank Wagon~ 4S 

Steam Locomotives 40 

Steam Loco Boilers and Tender~ 20 

Diesel Locos (Electric/Hydraulic) 36 

Diesel Enginc~ 18 

Electric Locomotives 36 

Shunting Locomotivc~~ 40 

Signal Equipment Electrical 2~ 

Signal Equipml.'nt Mechanical lS 
Control & Telephonic Equipment includiJ1i Teleprinters 15 

Land, Linc~ Bnd Cablc:s 3S 

Wireless ('lc. 15 

Overhead Pilweriines 60 

Overhead Traction Lines-conlact wires 40 

Overhead Traction Lines-Others 60 

Underground Cables (Cuppel') 3S 

Underground Cables (Aluminimum) 3c 
Sub-stations :IS 

Elec. Machinery-Puwer Plants 20 

E1ec. Machinery-Others. 30 -_ .. _-_. 



APPENDIX II 

(Vide para 7 of Introduction) 

Summary of the Recommendations of the Railwaly Convention 
Committee, 1977 

8l. No Reference to 
para No. of 
Report 

Recommendation 

1 2 

1. 2 

2. 3 

3 

The Committee observe that during 1976-77 the 
financial performan.ce of the Railways register-
ed a marked improvement over the previous 
two years. As against a nominal surplus of 
Rs. 8.98 C'l'Ol'es anticipated in the budget, the la-
test actuals indicate a net surplus of the order of 
Rs. 87:33 crores during the year. On the other 
hand, the Railways had closed the financial 
years 1974-7S and 1975-76 with a net deficit of 
RB. 113.82 crores and Rs. 61.11 crores respective-
ly. The Committee notE: with gratification that 
the budget estimates fol' 1977-78 presented in 
June, H177 enviSl8ge a net surplus of Rs. 32.50 
crores as against Rs. 26.45 crores projected in 
the Interim Budget presented in March, 1977. 

The Committee further note that Railways' in-
debtedness to General Revenues under Dev'elop-
ment Fund and Revenue Reserve Fund has in-
creased from Rs. 208.01 crores at the end of 1973-
74 (i.e. the last year of the Fourth Plan) to 

Rs. 462 crores (approx.) to the end of 1976-77. 
So far as the current year (1977-78) is concerned, 
the Committee note that in view of the increas-
ed surplus expected to be achieved, the Rail-
ways' indebtcdnesR to the General Revenues 
would go down from Rs. 477 crores mentioned. in 
the Interim Budget to ahou\ Rs 417. 

------_. -_.-. __ ... _-----_ .... __ .. _. -.------- ---
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3. 4 

4. 5 

18 

3 

The Committee thus find that in spite of the 
Railways having earned a handsome surplus ot 
about Rs. 87.3 crores during 1976-77 and an anti-
cipated surplus of Rs. 32.5 crores in 1977-78, 
Railways' indebtedness to General Revenues 
continues to bE' a matter of great concern. Need-
less to say, it would need several years. of sus-
t.ained efforts qn the part of the Railways to 
wipe off the lialbilities that they have accumulat-
ed. The Committee have no doubt that the 
measures taken to augment the earnings and to 
keep the working expenses under strict check 
would continue to be pursued with vigour so 
that the Railways may no longer have to look 
to General Finances for budgetary support and 
they are able to pay back the loans taken from 
the general exchequer as quickly as possible. 

Keeping in view the present state of Railway 
finances, the Committee consider that the reliefs 
recommended by the Railway Convention Com-
mittee, 1973 in their Int:E'Jl'im, Sixth and Eleventh 
Reports may continue during the financial years 
1977-78 and 1978-79. The Committee according-
ly recommend as follows: 

(1) The present mode of payment of a fixed 
dividend on the capital invested in the 
Railways as computed annually in lieu 
of the interest charges plus a small ele-
ment of contri'bution to General Reve-
nues, may cont.inue in the interest of 
financial discipline. 

(2) The present manner of fixing the pay-
ment of dividend t.o General Revenues, 

viz. at fixed perc!en.tage of the Capital 
at-charge of the Railways excluding the 
capital of strategic lines and making 

-- ... _--------_ •... -------_ ... _--_._--- _._._ .... __ .. - -----
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special provislOn for certain ore lines, 
Jammu-Kathua St...'Ction and Tirunelveli-
Kanyakumari Trivandrum line etc. nlay 
continue during th,~ flnanci:ll ~'ears 1977.-
78 Rnd 1978-79. 

(3) The present arrangement of adopting 
differential rat!:';, of dividend on Capital 
in\'est~?dil1 the Railways up to :nst M:.ll"Ch, 
Hl(}4 and that invested thereafter, may 
continue during ]977-78 and 1978-79. Tlw 
E"Xi~ting rates of dividend at 4.5 per eent 
of the Capital invested in the Hailways 
upto 31st March, 1004 with an addition 
of1 per cent in lieu of the t~iX on pas:;.en. 
gel' fares and t(~ assi~t the St.CI te Govern-
ments . in financing the Railway Safety 
works and 6 per cent on Capital invested 
on RailW":l:-'" after 31st Niarch, lG{i4 ma.v 
nlSo bt' !-etained with the following 
ancillary provisions, including equitable 
COhc('s~iohi" to the Railways, as below: .--

(D Qut of the amount of additional 1 per 
cent dividend or. the Capital inH~ted 
1Il the Railways upto 31st March. 1964 
a sum of RS. ]6.25 crort's mny be pass-
ed I;)n to tht" Statt'S as payment in lieu 
of passenger fare tax and the balance 
utilised to assist the States in provid-

·jng their portion of the resources re-
'quired for financing safety works as at 
. prele'fl t. 

(ii) The present arrangement of deducting 
l0ibe5 in the working of strategic lines 
from the payment to General Revenues 
may also continue during the 

fiaanctal years t977-78 and 1978-
I1t with the ('omplementary arrange-
ment that the earnings of such lines, 

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



20 

-------------_ .... -. 
1 I 3 

-----------_ ..•... __ . __ .•....... 

-. 

if any, after meeting working expen.!I-
es, depreciation and other charges may 
he paid to the Gener:u Revenues to 
the level of normal dividend. 

(iii) The present arrangement of exempting 
the Capital.-at-charge of the non-
strategic poctions of the NOIl'thea!=L 
Frontier Railway, unremunerative 
branch lines and the element of over-
capitalisation from the payment of 
dividend may continue during 1977-78 
and 1978-79. 

(tv) The present arrangement of permtt-
Ungthe Railways to take credit for 
the difference between the dividend. 
rate of 8 per cent and the average 
borrowing rate at which interest would 
actually accrue, in respect 01. their 
vanous Fund balances banked with 
the General Revenues may also be 
eontinued. during 1977-78 and 1978-79. 

(v) The exilting arrangement of: 

(a) deferring the payment of dividend 
on the Capital-at-chargl' I)f N(!'w 
Lines chargeable at the nvC'rage rat·~ 
of interest durin.g the period of their 
eonstnaetion as well as for the 1ii",t 
ftve years after their opening: :mrl 

(b) c101Sing the account of deferre..i clivi 
dend on New Lines after a period of 
20 years from the date of their open-
ing, extinguishing any liahility h: 
deferred dh-idend not liquidRt"d 
within that period; 

may be continued during th.r. 
years 1977-78 and 197~79 . 

financial 

. _-_ •... _-_ ... _--_. __ . -. 
--------.~ 
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lin paragraphs 5.79 and 5.80 of their Ninth Re-
port, the Railway Convention Committee, 1973 
bad observed as follows:·-

"In paragraph 16 ot their Sixth Report, the 
Railway Convention Committee had re-
commended that 50 per cent (instead of 
25 per cent as hithm"tofore) of the capi-
tal outlay in th(' years 1974-75 and 1975-
76 on: works-in-progress other than 
th~e pertaining to strategic lines, north-
east Frontier Railway (CQmme.rcial). 
over-('apitaIis.ation, ore lines, Janunu-
K~thua and 'T'1runelveli-Kanyakumari-
Trivandrum line!!, New Lines and P & T 
line wires, mav be t.'xempted from pay. 
mt"nt of dividend for a period of three 
years. This recommendation has' since 
been approv~ by Parliament. 

Having regard to the difficult financial poII-
tion of the RailwaYlI and also taking Into 
consideration the long period ot cons-
truction/ges'fation of Railway investmeDt 
in general, the Committee recommend 
that 50 per cent oi the outlay on capital 
wt\1"ks-in-progre!'s, nther than thoee 
spedfiecl above, may cont1nue to remain 
exempted from payment of dividend for 
a period of three years in eaeh ease, dW'-
ing the entire period of the Fifth Plar1, 
i.e., 1974-79 ... 

While reiterating the above recommendation., 

the Committee would like to observe that the 
exemption from dividend liability allowed in 
Tespect tI!f 50 'peT cent of the outiayon capital-
work&-fn-pTogre!lS iibould on no account be taken 
as a eoverfor Cie1taylng completion of the varloua 
projects. The Committee would strongly urge 
that all on-g$g capital wo:ks .. schemes shOUld 

---'- --.------ .. - .. 
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be completed with expedition according to the 
~bed schedules. 

TheComtnittee note·that the Railways will 
have to make a cont.r'ibution of Rs. 285 crores 
towards .Depreciation Reserve Fund during 1977-
7'8 aDd 197.8-79 in fulfIlment of a covenant enter-
ed into with the Wqrld Bank so as to arrive at 
an average of Rs. 130 crores per annum during 
ihe Fifth. Plan' period. This would also be in 
'ine with the requirements assessed by the Work-
ng Grollp on Depreciation. The Committee 

have, therefore, no objection to the contributil'ln 
to the Dep'l'eciation Reserve Fund being raised. to 
Rs. 140 crores during 1977-78 and Rs. 145 crores 
dW"ini,1978.19. 

The Committee recommend that: 

(1) the present ,provision \ fo,l' temporary 
borroWing from Central Revenues when 
the balance in the Development F1.in.d is 
inad~uate to meet its obligations for 
ml>t'ting the expenditUL'e chargeable to 
thp., Fund and to pay the interest on loa.ns 
nlay be continued in 1977-78 And 1978-79; 
and 

,', 
(iI) int~rest on loans, whether taken to 

finance the expenditure on deVelopment 
,workS 'or to pay the interest on the prin-
cipil.1 of such loans; should continue to 
be levied at the average borrowing rate 
c~&e&ble tQ Commercial Departments. 

Tile Committee recommend that the Railways 
IDIiyi be permitted to take temporary loans as at ,,,.ent ~ the General Revenues to meet the 
fill dividend liability when the Railways' net 
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revenue is not adequate to pay the dividend tQ 
General Revenues and the Revenue Reserve 
Fund has no or insufficient balance to made good 
the shortfall. The interest on such loans may 
be paid by the Railways at the current borrow-
ing rate during 1977-78 and 1978-79. 

In paragraph 6:47 of their Ninth Report on 
Social Burdens on Indian Railways, the Railway 
Convention Committee, 1973, had observed as 
under: 

"So far as the question of financing the Staff 
Quarters is con~ecf, the Committee 
agree with the Railways' suggestion ("'On-
cUt'red in by the Ministry of Finance, that 
the cost of construction of staff quarters 
may be charged to 'Capital' during the 
Fifth Plan period, dividend on sw:h capi-
tal being payable only if the Railways 
have a surplus after discharging other 
dividend obligations." 

The Committee note that this arrangement has 
been approved by Parliament for the period 
1974-79. --- ----.------ --------_ .. __ .. _-- -- -----_.----_ .. --_. 
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