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INTRODUCTION

1, the Chairman, Railway Convention Committee (1980) having
been authorised by the Committee to present the Report on their
behalf, present this their Fourth Report.

2. The Fifth Report of the Railway Convention Committee (1977)
wag presented to both Houses of Parliament on the 19 February,
1979 and was adopted by Lok Sabha and Rajya Sabha on the 19
and 27 March, 1979, respectively. It contained recommendations
regarding the Rate of Dividend payable by the Railway Under-
taking to the General Revenues and other Ancillary Matters for the
financial years 1978-79 and 1979-80. These were adopted by Lok
Sabha on the 19 March and by the Rajya Sabha on 27 March, 1979.
A statement showing the Action Taken by Government on the
various recommendations contained in the Fifth Report of Railway
Convention Committee (1977), is given in Appendix L

3. The First Report of the Railway Convention Committee, 1980
which was presented to both the Houses of Parliament on the 35
February, 1981 contained recommendations with regard to the Rate
of Dividend payable by the Railways to the General Revenues and
other Ancillary Matters for the years 1980-81 and 1981-82. The
recommendations contained in this Report were adopted by Lok
Sabha and Rajya Sabha on the 17 and 24 March, 1981, respectively.
A statement showing the Action Taken by Government on the
recommendations contained in this Report is given in Appendix II

4. The Ministry of Railways had submitted to the Committee
the Second Interim Memorandum regarding the Rate of Dividend
payable by the Railway Undertaking to the General Revenues

during the year 1982-83 and other Ancillary Matters on 19 January,
1083

8. The Committee took evidence of the representatives of the
Ministry of Railways on the 6 February, 1982 on the proposals con-
tained in the Second Interim Memorandum and other Ancillary
Matters.

6. The Committee considered and adopted the Report at their
Sitting held on the 12 February, 1982,

K\



@ (vi)

7. The Committee wish to express their thanks to the Ministry of
Railways for placing before them the material and information they
desire in connection with the subject and to the Chairman, Railway
Board, the Financial Commissioner, Railways and other Officers of
the Ministry who gave evidence before the Committee.

8. The Minutes of the Sitting of the Committee held on the 27
January, 6 and 12 February, 1982 form Part I of the Report and are
being presented alongwith the Report.

9. The statement showing the summary of the recommen8ations
of the Committee is in Appendix III

New Devmm; D. L. BAITHA,

February 12, 1982 Chairman,
Magha 23, 1903 (Saka) Railway Convention Committee.




REPORT

In pursuance of the Resolution adopted by Lok Sabha on the 4th
August, 1980 and in the Rajya Sabha on the 11th August, 1980, the
Railway Convention Committee, 1980, was constituted on the 10th
October, 1980 “to review the rate of dividend which is at present
payable by the Railway Undertaking to General Revenues as well
as other Ancillary Matters in connection with the Railway Finance
vis-a-vis the General Finance and make recommendations thereon.”

2. The Committea have selected some subjects* having a close
bearing on the finances of the Railways for examination and report
in a phased manner.:

3. The Ministry of Railways had, in an Interim Memorandum
furnished to the Committee on the 30th January, 1981, pleaded that
they would take time to submit memoranda to the Committee ;on
all the subjects selected by the Committee and had submitted that
“in view of the fact that the final recommendations of the Committee
may not become available for some considerable time, the (earlier)’
recommendations (of the Committee) which were the basis for the
preparation of the Railway budget for 1980-81 may generally be

made applicable for the years 1980-81 and 1981-82",

4, Accordingly, the Railway Convention Committee (1880) had,
in their First Report presented to the Houses of Parliament in Feb-
ruary, 1981, observed that “Pending their final recommendations
covering the Sixth Five Year Plan period (1880-85) as a whole and
subject to such adjustments in the remaining years of the Sixth
Plan as may be necessary in the light of these final recommenda-
tions, the Committee have no objection to the recommendations of
the Railway Convention Committee (1977) for 1979-80 being gen-
erally made applicable to the years 1980-81 and 1981-82".

5. The iconcessions agreed to by the Railway Convention Com-
mittee (1977) for the year 1979-80 which were provisionally made

-—— —

"#RAC (198) LR. PARA 5.
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applicable to the years 1080-81 and 1981-82 with the agreement of
the Railway Convention Committee (1980) are summarised below:

1. The following elements of capital are fully exempted from
payment of dividend:—

(a) Strategic Lines

(b) 28 New Lines (detailed in Annexure 11 to the Report of
the Expert Group on the Capital Structure of Indian
Raflways—October, 1978) taken up on or after 1-4-1956 on
other than financial considerations; dividend becomes
payable if any line becoming remunerative adopting the
marginal-cost principle. The arrangement to be applied
also to the two National Investments viz.,, Jammu-Kathua
& Tirunelveli-Kanyakurnari-Trivandrum Lines as re-
commended in para 59 of the Committee’s: 3rd Report
(September, 1981).

(p) North-east Frontier Railway (non—strategic portion).

(d) Unremunerative Branch Lines—the exemptxon of a parti-
cular unremunerative branch line from payment of
divxdend on capital being based on annual review of the
unremunerativeness of. the line, and the unremunera-
tiveness determined adopting the marginal-cost principle.

(e) Ore lines (full capital outlay on Bimalgarh-Kiriburu line

and 50% of the capital outlay on Sambalpur-Titlagarh
line).

(f) Ferries and welfare buildings.

(8) 50% of capital on works-in-progress other , than those
pertaining to strategic lines, North-east Frontier Railway
(Commercial), Ore Lines, Jammu-Kathua & Tirunelvel.i-
Kanyakumari-’l‘rivnndrum lines, new lines, P & T wires,
ferries, welfare buildings, for a perlod of 3 years.

oA concess;opal dividend of 3. 5% is payable on the capital cost
of residential buildings,

;BL {,»977). 5R 88,1 read with the Pasa 88. 2(i)
‘RC% 7l a.u Z nndRCC (1980) 3R Para 59.
fd) RCC ('97?6 5R Para 5.

¢

1) Ihd,Puu 8&81

) Tbid, Para 88-2 (iv).
II RCC (:977) sR, Para 87
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ITL New Lines other than those mentioned at I(b) above:

Divldend payable on capital of such lines at the average borrow-
ing rate of interest is deferred during the period of construction and
the first 5 years after opening of the line for traffic. The deferred
liability is to be paid out of the future surpluses of the line after
payment of current dividend. The account of deferred dividend on
new lines will be closed after a period of 20 years from the date of
their openmg, extinguishing any liability liquidated within that
period.

IV. Losses in the working of strategic lines are borne by the
General Revenues. Earnings of such lines, if any, after meeting
working expenses, depreciation and other charges are paid to Gen-
eral Revenues to the level of normal dividend.

V. Shortfalls, if any, in the payment of dividend on account
of inadequacy of surplus are treated as a deferred liability on which
no interest is charged.

6. In their Second Interim Memorandum furnished to the Com-
mittee on 19th January, 1982, the Ministry of Railways have
submitted that the preparation of memoranda on the subject of
Review of the Rate of Dividend Payable by the Railways to General
Revenues and certain other related matters “has been taken on hand
recently” as memorandum on Tentative Forecast of the Financial
Prospects of the Rallways during the Sixth Plan period (1980—85)
“has recently been cleared by the Ministry of Finance”. They have
further stated:

“The work in connection with framing of the Railway Budget
for 1982-83 will be taken on hand very soon. In view of
the position explained in the foregoing paragraphs, it
may not he posslble to finalise all the memoranda dealing
with the financial subjects in consultation with the Min-
istry of Finance béfore presentation ‘of the Railway

Rallway Convention Committee would need sumcdent
time for their deliberations and may not be able to
crystallise their recommendations well before February,
198 ”

. _ 7. The Ministry of Railways have, accordingly submitted far
the consideration of the Conhvention Comniittee whether, pend!ng

III. Ibid, Para 88-2 (iii).
V. RCG(1977) 5R, para 88.2(i).
. Ibid, Para 103.
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their final recommendation, the recommendations which were the
basis for the preparation of the Budget for 1981-82, may generally
be made applicable for the year 1982-83 also, subject to the changes
proposed in paras 6 and 7 of the memorandum (dealt with in
succeeding paragraphs).

Depreciation Reserve Fund

8. In the second Interim Memorandum, the Ministry of Rail-
ways have, while proposing a contribution to the Depreciation Re-
serve Fund for 1982-83 of Rs. 500 crores, stated: —

“The need for contribution to DRF on a substantially larger
scale has already been highlighted by the Ministry of
Railways in their Interim Memorandum submitted ear-
lier*. The detailed Memorandum on this subject is likely
to be finalised soon in consultation with the Ministry of
Finance. Over the Plan period, as a whole, a total appro-
priation of Rs. 2100 crores to DRF is envisaged. An
appropriation of Rs. 350 crores will be provided in 1981-
82 to take care of the immediate needs. This was app-
roved by the Railway Convention Committee, 1980%*.
The Railways look upon the Sixth Plan as a “Rehabi-
litation Plah” and the investments during the Plan
period are being directed principally to pull up the back-
log in rehabilitation/renewal of the overaged rolling
stock and track which is. an inescapable necessity in the
long term interests of the Railways,

Appropriation to DRF cumulatively in the first two years of
the Plan has been of the order of only Rs. 570 crores
against the projected annual average of Rs. 420 crores or
Rs. 840 crores for these two years. This shortfall of Rs. 270
crores has necessarily to be made up during the remaining
three years of the Sixth Plan. In the circumstances, it is
proposed to step up the contribution to DRF to Rs. 500
crores in the Railway Budget for 10882-83. This would still

- leave a balance of Rs. 1030 crores to be appropriated to the
fund during the last two years of the Plan viz. 1983-84
and 1984-85".
Temporary Borrowings from General Revenuas
9. According to the present practice, when the balance in the
‘Development Fund is inadequate to meet the expenditure charge-
‘able to that Fund, the Railways temporarily borrow from general

*of para 18 of First Report of RCC (1980)
”;gfu para 14 Ibid.
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revenues. The interest on such loans taken on or after 1.4.1978 as
also the loan outstanding as on that date is charged at the rate appli-
cable to loans given to State Governments (currently 6.25% with
a rebate of 0.25% for prompt repayment). The Ministry of Rail-
ways have desired that the Committee might agree to this arrange-
ment being continued.

It may be mentioned that the Railway Convention Committee,
1977 had, in paragraph 110 of their Fifth Report presented to the
Houses of Parliament in February, 1979, already recommended the
continuance of this arrangement,

Pension Fund

10. The Ministry of Railways have also proposed that “having
regard to the increasing withdrawals from the Pension Fund from
year to year”, a higher contribution of Rs. 150 crores may be made
to the Pension Fund for 1982-83. -

11. The position in regard to Railway Pension Fund during the
last 5 years has been as follows:

(Figures in crores of Ruppes)

Year Appropria- Total  Withdra- Closing

tions Approp- wal from Balance

to the riation the Fund

Fund from all

from Re- sources

venue
1977-78 . . 40 57-04 50:35  216-34

I

1978-79 . 50 7041 €2:96 24152
1979-8o . 65 9477 75°35  291-17
1980-81(RE) . 85 120°57 92-86 82817
1981-82(BE); . 100 122:10 98:70  346-57
b

(Source: Explanatory Memorandum on the Railway Budget 1981-82, p. g95)

12. 1t is observed from the above Table that the contribution to
the Pension Fund proposed for the year 1982-83 is sizeably larger
than the contribution in the previous years and ig hardly justified
by the rate of increase in the annual withdrawals from the Fund.
Besides, in the Memorandum on “Tentative forecasts during the
Sixth Plan period (1980—85)"” submitted by the Ministry of Rail-
ways to the Committee on January 7, 1982, the Ministry had them-
selves projected the increase in the contribution to the Pension Fund
from Rs. 84 crores in 1980-81 ‘to Rs. 143 crores in 1984-85.
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13, It is further observed that the Compt.roller and Auditor Gene-
ral of India bas in Paragraph 4.3(iv) of his Report on Union Gov-
crnment (Railways) for the year 1979-80, pointed out that “Consti-
tuted to provide for pensionary liabilities in respect of Railway
emploryees this Fund was to be funded on the basis of actuarial
calculations...... (and that) there has been no post-1974 actuarial
calculatmn. _despite substantial liberalisations of the pension scheme
in recent years ”

14. The Ministry of Raﬂways were therefore, on January 21, 1982,
asked to indicate in details the reasons for proposing allocation to
Pension Fund at a rate higher than what was prima facie justified.
They were also asked to state the action taken in pursuance of the
observations of the C&AG mentioned above. In a written note fur-
nished to the Committee on January 25, 1982 the Ministry of Rail-
ways have stated as follows:

“The Pension Scheme was introduced on Indian Railways in
November, 1957 and all staff appointed after the nominated
date are compulsorily covered by the Pension Rules
Those who joined prior to that date have been given the
option to opt for the pension rules and a large number of
them have done so. At the end of 1977-78, over 11 lakhs
railway employees were covered by the Pension Scheme.
Upto 1964, pension payments were shown as an item of
working expenses according to the actuzl disbursement of
that year. In that year, however, a separate Pension Fund
was created. The rationale behind establishing this Fund
is explained in the following extract taken from the me-
morandum submitted by the then Additional Member,
Finance in January, 1964 to ADAI (Rlys.) for introduction
of a new Demand for Pension Fund.

‘2. There has since been an important development due to the
. substantial liberalisation of the Family Pension Scheme
for Central Government servants...... A fresh op-
portunity s, therefore, being given to Railway Staff to
opt for pension. The impact of this on Railway finances
is expected to be substantial Pensions paid now to the
relatively few raxlway servants who retired on the pen-
sion scheme, were being charged currently in the ac-
counts of the year in which they were pa.id in the same
way that Govemmmt contrlbumon to ‘the Provident
(Fynd a w un fgo -pengiona raxlwgy servants is
"being aféed o illway ‘i‘e"»"enues “¥om year to year.
But i!, as is expected, the improvements in the provision
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for family pension and the increases in pension for
lower paid staff result in much larger numbers of pre-
1957 Raflway staff optmg for pension, not only will the
amount payable as ‘pension from 1964-65 onwards in-
crease, but there will be substantial variations in the
amount from year to year for the next 30 or 40 years
before the burden of pensions stabilises when the new
entrants from November, 1957 rétire dftér some thirty
years from now. Non-Railway departments, whose

employees unlike Rallway-men have always been pen-
slonable are in a different position, - and the burden of
pensions paid by them from year to year is not likely
to vary as widely. In order that the lewayb revenues
may not suffer from heavy fluctuations on this account,
it has been decided to set up a Pens;on Fund, to which
contributions will be made from Railway revenues every
year. Such a measure is essential for the Railways as
a commercial undertaking as the cost of staff ~each
year should continte to reflect not only the amount paid
but also the potentia] cumulative liability for the pen-
sion benefits earned by each year of service. It is de-
sirdble, therefore, that the burden of “the expenditure
should be evened out from year to year’.

(ii) On the basis of the sample data of staff analysed by the
Government Actuary in 1964, it was suggested that a contribution
of about Rs. 29 crores per annum exclusive of interest on balance
in the fund should be made towards the Pension Fund to build ade-
quate resource for meeting future pensionary liability of the Rail-
ways. The actual contributions to the fund during the period
1964—70 were, however, much less as can be seen from the follow-

ing figures:
{Ruppes in crores)
T Annual contribution
Year (excluding interest on balaner)
196465 . . . L . LT . . . . 14:97
1965-63 . . . . . . . . . . . 12:79
1966-67 . . 20°13
1967-68 . 10:83
:9ﬂz-69 . 15-03
19by-70 . 12°43%
1970-71 . - 18-87
1971-72 . 2-97
1972-73 . 21-67
1973-74 - l7"99
1974-75 . _ _’0 31
15-89

Average .
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A revised actuarial assessment was made by the Controller of
Insurance in 1974 and they recommended ag under:—

'(a) The Pension Fund should be self-sustaining. For this pur-
pose it should have a balance of nearly Rs. 332 crores as on
3-2-70 in order to meet anticipated future pensionary
liability in respect of railway pensionable employees as
on that date.

(b) An annual contribution should be made to the fund at
the rate of 13.7 per cent of the salaries and allowances
counted towards pension of the pensionable employees.

(iif) Owing to the unsatisfactory financial position it was not
feasible to contribute to the Fund to the extent recommended by
the first Actuary. The shortfall in the Fund balances would not
have been so substantial if contributions of the order of Rs. 29 crores
per annum had been made upto 1974-75 the year when report of the
second Actuary became available. In fact, the balance as on 31-3-1975
would then have been Rs. 231 crores excluding interest on
balance ageinst actual balance of nearly Rs. 160 crores including
Rs. 38 crores as interest on balance. The desired balance on 31-3-75
as per second Actuary’s recommendation was to be Rs. 469 crores.

(iv) The contributions to Pension Fund after receipt of the second
Actuarial Report have been as follows:

——

Year Annual Annual Withdra-

Contribu-  contribu- wal from

:::’l'l on the mdel Fund

18 Sugg-

ested by (excluding

Actuary @ interest on

13:7% of  Balance)

pay
1975-76 . . . . . . . 40°52 3053 30- 10
1976-77 P 4544 3971 40-25
1977-18 . . . . . . . 47-26 45°64 50-8%
1978-79 . . . . . . . 61:59 5739 62:96
1979-80 . . . . . . . 67:19 78-8s 75°8%
1980-81 . . . . . . . 7880 9826 105° 57
1981-82 . . . . . . 81-3¢4 101:80 12800
1982-83 . . . . . L 15000 13500

(Proposed)
‘Not rcadily available.
(v) The actual closing balance in the Fund at the end of 1980-81
was Rs. 333.75 crores while the balance should have stood at Rs. 536
crores according to actuarial calculations. Thus the Fund stands
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short contributed to the extent of about Rs. 203 crores. Even this
shortfall appears to be substantially under-estimated because of the
following factors which have intervened between the calculations

“made by the Government Actuary in 1974 and the position obtaining
row:

*e

(a) Liberalisation in pension rates.
(b) Treatment of portion of DA as pay for pensionary benefits.

. (c) Increase in the emoluments of railway employees conse-
quent upon upgradation and restructuring of cadres;

(d) Increase in the number of pension optees;

(e) Increased payments of additional pension relief due to
increases in the consumer price index.

(vi) The Rail Tariff Enquiry Committee in their report have also
commented on the inadequacy of contribution to the Pension Fund.
In the context of the recommendations of RETC the issue of fresh
actuarial evaluation for making contribution to the Pension Fund
has been referred to the Ministry of Finance, Insurance Division
and their revised formula is awaited.

(vii) Controller & Auditor General of India, in para 4(iv) of his
report on Railways for the year 1979-80 has pointed out as under:—

“Pension Fund constituted to provide for pensionary liabilities
in respect of Railway employees was to be funded on the
basis of actuarial calculations. According to the second ac-
tuarial assessment made available in December, 1974 based
on the statistics of staff etc., in 1969-70 the Pension Fund
should have had a minimum balance of Rs. 332 crores at
the end of 31st March, 1970 and received annual contribu-
tion at the rate of 13.7 per cent of the emoluments quali-
fying for pension of the pensionable staff against which
the actual balance was Rs. 160 crores even at the end of
1974-75. The annua] contributions were also short of the
above stipulation. While the balance in Pension Fund im-
proved to Rs. 291 crores at the end of 1979-80, there has
been no post-1974 actuarial calculation despite substantial
liberalisations of the pension scheme in recent years.”

(viii) By way of corrective|remedial action taken on the above,
Railway Ministry has explained as under:—

“The issue of fresh actuarial evaluation for making contribu-
tions to Pension Fund in the context of liberalisation of
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the Pension Scheme has been referred to the Controller
of Insurance, Simla. Pending finalisation of this valua-
tion, contribution to the fund has been stepped up keeping
in view the anticipated withdrawals from the Fund and
the overall resources position of the Railways.”

Pending finalisation of the actuarial evaluation and keeping in
view the anticipated increased withdrawals from the Fund, the con-
tribution to the Fund has been stepped up.

(ix) To sum up, it will be observed from the above that over the
years, the annual contribution to the Fund (excluding interest on
balances) has fallen short of the suggested contribution based on
actuarial evaluation. This has resulted in growing gap between the
actual balance in the Fund and the required balance to meet “poten-
tial cumulative liability” based on actuarial advice. Apart from this,
it is also seen that the earlier actuarial evaluation itself has become
out-of-date due to various changes that have taken place in regard
to liberalisation of pension rulés, increase in number of pension
optees, treatment of & ‘portion of D.A. as pay for purpose of pen-
sionary benefits, increases in D.A. due to rise in consumer price
index, etec.

(x) In 1980-81, the actual withdrawal from the Fund was of the
order of Rs. 105.57 crores against an appropriation of Rs. 98.28 crores.
In 1981-82, the withdrawal is expected to be of thé order of Rs. 125.00
crores against an appropriation of Rs. 101:80 crores, Similarly, in the
budget year 1962-83, against the proposed contribution of Rs. 150

“crores to the Fund, withdrawals are likely to be around Rs. 135.00
crores. Thus the net difference between the annual contribution
and withdrawal is m.arglnnl

(xi) With reference to para 3 of the Office Memorandum No.
12|3|RCC-80 dated 21-1-82, it is clarified that the figure of “Total
Appropriation from all sources” shown therein includes interest on
balances in the Pension Fund apart from the write-back adjustments
of Railways’ contribution to the Provident Fund in the case of new
optees. In view of the increasing annual withdrawal from the Fund
a8 also the “potential cumulative liability”, the rate of direct cortri-
butioni to thé Fund from Revenue (and Capital in the case of Pro-
duction Units) exclusive of the other two elements, viz., interest and
write-back adjustments, is required to be stepped up. The desired
balance in the Fund should have been Rs. 469 crores even as on
3ist March, 1975 [vide para (ni) above]. As against this, the
balance, based on 1981-82 ('Budget) was anticipatéd as Rs. 34657
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crores. Based on latest estimates, which indicate that withdrawals
may increase to Rs. 125 crores in 1981-82 [vide para (iv)], the clos-
ing balance is likely to be lower than even Rs. 346.57 crores.

(xii) With reference to para 4 of thé above office Memorandum,
it is stated that the proposed appropriation of Rs. 150 crores to the
Pension Fund is based on the latest available data in regard to annual
expenditure for 1982-83 and also keeping in view the “potential cu-
mulative liability”. With the increase in annual withdrawals neces-
sitated, among other things, by increases in Dearness Allowance etc.
and the growing “potential cumulative liability” of the fund, it has
been found necessary to increase the direct contribution from Re-
venue. The projections made M the Memorandum on Tentative
Forecasts were on the basis of “Constant” prices and as already
brought out in para 10.2 and 10.3 of the Memorandum the calcula-
tions would vary from time to time with reference to variations in
the prices and fares and freights etc.”

15. During evidence, the representative of the Ministry of Rail-
wdys was asked to indicate the reasons for submitting the Second
Interim Memorandum on the Rate of Dividend payable by the Rail~
ways during‘1982-83 so late (19.1.1982) as to leave little time for the
Committee to consider the matter in defail. Besides, it was pointed
out, the Committeé' was being called upon to consider the question
of payment of dividend in an ad h¢c manner which was undesirable.
The Financial Commissioner, Railways in reply stated:

“The Sixth Plan was finalized in January 1981. After that, we
made our projections for the Sixth Plan as a whole. This
was-sent to the Finance Ministry. Then there was a good
deal of discussion between the Finance Ministry and the
Railway Ministry and it was only in October 1981 that we
could come to some agreed conclusion as to what would be
the capability of the railways by the end of the Plan
period, how much traffic they would be able to carry, what
‘would be the wagon turn-round, what would be the net
tonne km, and so on. In Qctober we sent our memoran-
dum. But the Finance Ministry took some time over it.
It was only in December that they could return it to us
with their comments. In the meanwhile, we kept on re-
‘minding them. It is only towards the end of December

. they. sent it. On the 7th February we gave memoranda
on the tentative forecast, for the Sixth Plan.as a whole. ...
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I was hoping that we would be able to send the final memo-
randum on dividend in good time, rather than giving an
interim memorandum. But the main memorandum on the
Sixth Plan got delayed. So, I had no alternative, except

to request the Committee to allow us to continue the exist-

ing arrangement for one more year, subject to any adjust-

. ment which can be made on the “recommendations of the

Committee, after the receipt and consideration of the
memorandum”,

16. The Sixth Five Year Plan for the Railways was finalised in
January, 1881. Although, the Ministry of Railways were then
aware of the resources avallable for the Plan period, it took them
neafly ten months to work out and prepare the tentative forecasts
of the financial prospects of the Railways during the Sixth Plan
Period. The Committee are unhappy over this delay on the part of
the Ministry of Railways.

17. The Ministry of Railways should have known in October-Nov-
ember, 1981 that it would not be podsible for them to submit to this
Commiittee before the presentation of the Railway Budget for 1882-83
their final memorandum on payment of Dividend by the Rallways
for the Sixth Five Year Plan Period as a whole. However, it was
only in the middle of January this year (1982) that they could send
their Second Interim Memorandum containing their suggestion in
regard to the payment of Dividend for the year 1982-83. This left
little time for the Committee to properly consider the Memorandum
and submit a report to Parliament well before the presentation of
the Railway Budget. The Committee recall that last year also the
Interim Memorandum was received very late and they were obliged
to face a similar situation. The Committee regret this lapse on the
part of the Ministry of Railways and hope that it would not be re-
peated hereafter, ’

18. The Committee have no objection to Dividend being paid
by the Railways during 1982-83 at the Rates and with the conditions
and concessions recommended by the Railway Convemtion Com-
mittee (1977) for the year 1979-80 in their Fifth Report to Parlia-
ment and adopted by the Lok Sabha and Rajya Sabha on the 19th
and 2Tth March, 1979 respectively, subject to the following special
provision for the year 1982-83, namely:

(a) the contribution to the Depreciation Beserve Fund and
Pension Fynd durlhg 1982-83 méy be Bs. 500 crores and
Rs. 150 crores respectively; ‘
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(b) in the case of temporary borrowings from the General
Revenues for meeting the expenditure echargeable to Deve-
{opment Fund the rate of interest may continue to be the
same, as recommended by the RCC (1977) in paragraph
110 of their Fifth Report, namely, “the rate applicable to
loans given to State Governments” (currently 6.25 per
cent with a rebate of 0.25 per cent for prompt payment);
and

(c) the Rate of Dividend, conditions and concessions and the
rates of contribution to DRF and PF hereby made applic-
able to the year 1982-83 are of an interim nature and sub-
ject to such alterations as may be recommended by the
Committee in their final report for the Sixth Five Year
Plan period (1980-85) as a whole,

NEw DELHI; D. L. BAITHA,
February 12, 1982 Chairman,
Magha 23. 1903 (Saka) Railway Convention Committee,
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ANNEXURE—3
(Vide rcply to the recommendation at Sl. No. 17, Appendix 1)12

1

Ministry of Finance
Department of Economic Affairs
Budget Division

The office of the Controller General of Accounts may kindly see the enclosed
copy of the Railway Board, Shri S.K.N. Nair, Joint Director’s D.O. lectter
No. 79-B-241 dated 5th July 1979, and of the note enclosed thcrewith, regarding
the accounting of subsidy payable to Railways in terms of the recommendations
of the ‘Expert Group on the Capital Structure on Indian Railways’ as endorsed
by the Railway Convention Committee, 1977 in their 5th Report (6th Lok
Sabha). The subsidy represents the dividend concession and other concessions
which, under the existing arrangements, are deducted by Railways from the
contribution payable by them to General Revenues on the capital at charge.

2. The Railways have proposed that subsidy should be accounted for in
their books under a swb-headonly, of themajor and minor heads 145-A. Commer-
cial—Indian Railways—Miscellaneous Receipts. We feel that there should be
a minor head for the purpose of the nomenclature “Subsidy from General
Revenues towards dividend relief and other cor.cessions’’, and this minor head
may have the undcr-mentioned sub-heads (to L« explained in a note below the
major head), so that a clear picture could cmerge from the accounts about the
quantum of relief in respect of each category of investment :—

(1) Strategic lines.

(2) National Investments.

(3) Ore Lines.

(4) Non-strategic portion of North East Frontier Railway.

(5) Unremunerative branch lines.

(6) New lines taken up on or after 1-4-1955 on ‘other than financial”
considerations. g g

(7) Other new lines during the period of moratorium.,
(8) Works in progress.
(9) Ferries.
(10) Welfare Buildings.
48
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3. In so far as the Civil books are concerned, subsidy could be accounte
for under a new minor head ‘Subsidy to Railways towards dividend relief an
other concessions’ to be opened under the major head ‘344-Other Transport
and Communication Services’. This would necessitate restructuring of the
existirg sub-major and minor heads of this major head, which could be as follows -

Major Head Minor Heads

344—Other Transportand Overseas Communication Service ()
Communication Services

Wireless Planning and Coordination
Monitoring Services

Subsidy 10 Railways towards divid-
end relief andother concessions (2)

4. Abolition of the existing sub-major head ‘A. Overseas Communicas
tion Service’ and reducing it to the level of a minor head of the
major head ‘344’ as shown above (and also the abolition of the sub-major
head ‘B-Other Services’), is suggested for the sake of uniformity, since even in
the capital section under the major head ‘544’, OCS exists only asa minor
head. The existing' minor heads’ under the. aforesaid sub-major head
Viz. (i) Management (ii) Operation and maintcnance (iii) Development,
production and training and (iv) other circndnturc, can appropriately go as
sub-heads below the proposed minor head ‘Overseas Communication Service’
and can be explained suitably as note (1) below the major head ‘344’.

5. Based on the pattern suggested for the accounting of the subsidy under
the major head ‘145’ in the accounts of Railways, the minor head ‘Subsidy to
Railways towards dividend relief and othzr concessions’ under the major
head ‘344’ may also have sub-heads referred to in para 2 supra : the proposed
sub-heads may be explained as note (2) below the major head ‘344,

6. As regards the suggestion made by the Railway Board in para 7 of
their note, it is felt that no physical transfer of cash through RBI is necessary
in the payment of subsidy by the Ministry of Finance (through the Con-
troller of Accounts) to the Railways. It would suffice if upon a sanction to be
issued by the Budget Division (dealing with the Grant ‘Other Expenditure of
the Minstry of Finance’ in which provision of funds for subsidy will be made),
the Controller of Accounts carries out an accounting adjustment by credit to
the major head ‘‘o50--Dividends and profits--Contributions from Railwavs
by debit to the subsidy head proposed above. Similarly” Railways can also
simultaneously carry out adjustment by debit of the amount to ‘351-Payments
to General Revenues—Dividend to General Revenues’ by credit to the subsidy
head as proposed above. The difference in the amount of relief based on
revised estimates and actual amount of reliefs can be similarly adjusted.

7. The above suggestions may kindly be examined and approval of the
ADAI (Railways) also obtained under article 150 of the Constitution. A copy
of the Fifth Report of the Railway Convention Committee, 1977 (6th Lok
Sbha) is enclosed, para q1 of which refers in this connection. Any further
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information required may be had directly from the Railway Board (Shri
S.K.N. Nair, Joint Director) to whom a copy of this note is being. forwarded.

Sd/-
(M. K. Jain),
Deputy Secretary (B-II)
Telephone : 374045
Office of the Controller General of Accounts

Shrimati Tarabai S.Kutty, Jt. Gontroller General of Accts., Min. of Finance
(DEA) U.O. No. FI (30)—B(AG)/79 Dt : 26-7-1979.

Copy forwarded for information to Sh. S.K.N, Nair, Joint Director

(Finance), Ministry of Railways (Railway Board), New Delhi. We discussed
this on 26th instant.

Sd/-
(M. K. Jain),
Deputy- Secretary (B-II)



GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS
(RAILWAY BOARD)

S.K.N. NAIR _
JOINT DIRECTOR, FINANCE (BUDGET)

D.O.No. 79-B-241. * New Delhi, dated 5=7=1979.
My dear Jain,

As you are aware, the Railway Convention Committee in Para 18 of their
sthiReport(1977) hasrecommended that w. e.f. the year 1979-80, the procedure
of deducting reliefs to the Indian Railways from the dividend payable to the
General Revenue be discontinued and instead an equivalent amount of subsidy

" should be paid by the Ministry of Finance to the Railways.

In this connection, a memorandum containing the modalities for ad ®
justment of subsidy including the head of account under which the subsidy to
be given by the General revenues, should be baoked -has been prepared
and is sent herewith for consideration and concurrence of the Ministry of
Finance to give effect to the recommendations of the Railway Convnetion
Committee as approved by Parliament. .

Yours sincerely,

Sd/-
(8.K.N. Nair)
-Shri M.K. Jain
Deputy Secretary,
Ministry of Finance,
New Delhi,

G\



Enclosure to Rly.Bd’s Jetter No. 79-B-241 _dated 5.7.1979.

Reg :~Subsidy to be paid by the General Revenues on account of various -

dividend relicfs reccmmended by the Railway Convention Co-
mmittee-1977.

The Railway Convention Committee-1977 vide para 18 of their fifth
report, recommended reliefs for the following items of capital at charge for
the first two years of the sixth plan i. e. 1978-79 and 1979-80. These
reliefs included those items of reliefs, which were already available. to the
Indian Railways up to the year 1977-78 :—

(a) Reliefs already available to the Indian Railways upto 1977-78.
—

(Rs. in crores)
Approximate amount
of relief as mentioned in.
Railway Convention
Committce Report.

Particular of items

\

(i) Capital cost of strategic lines. 4.81
(ii) Capital cost of national highways namely
" Jammu Kathua Section and Tirunelveli-
Kanyakumari-Trivandrum line. 1.91
(iii) Full capital cost of Kiriburu-Bimalagarh
and 509, of capital cost.of Sambhalpur-
Titagarh Ore lines, .

(iv) Capital at charge of non-strategic portion
of North East Frontier Railway. . 8.90
(v) Capital at charge of unremunerative
branchlines, other than those new lines
which have been taken up on or after

1~4-1955 on other than financial consi-
derations. .

2.92
(vi) Deferred dividend on capital cost of new

lines during the period of their cons-

truction as well as for five years after their

opening. . . . . . . 4.30

(vii) Dividend on capital works-in-progress for
a period three vears . .

16.08

Total :— 39.57
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(b) Fresh reliefs

(viii) Capital cost of new lines taken up on
other than financial considerations on or

after 1-4-1955 . . . . . 10,48
(ix) Capital cost of ferries . . . . 0.28
(x) Capital cost. of welfare buildings . . 0.19

Tctal — 10.95
GRAND TOTAL 50.52

2. The total estimated amount of the dividerd reliefs, for the year 1978-79
as mentioned in the Railway Convention Committec report-1977 is Rs. ~5o. 52
crores.

3. Upto the ycar 1977-78 the amount of the existing relicfs as mention-
ed at items (i) to (vii) above was deducted from the dividend payable from the
General Revenues.  The Railway Convention Committee vide paras 18 (5)
and g1 have recommended that for the year 1978-79 also the total amount
of the dividend reliefs, now recommended in all the above ten items, should
be deducted from the dividend which would be payable to the gencralrevenucs,
Ttis will b= complied with accordingly.

4. For the ycar 1979-80, however, the Committee vide paras go and g1 of
their report have recommended that the amount of reliefs as mentioned aﬂovc
may be paid from the General Revenues as a specific subsidy to the Railway
Revenues. This would enable the Parliament to appreciate the type of opera-
tions of the Railways, wihich carry subsidy and to decide on the continuarce

thereof from year to vear.

5. The recommendations of the Committce have been approved by the
Parliament through their resolution adopted on 27-3-79.

Opening New head

6. The questior for consideration is, the head of account, under waich
the subsidy to be given by the General Revenues should be allocated in the
books of the Indian Railways. It is proposed that this subsidy should be
booked under Miscellaneous Receipts and for this purpose a new sub-head (iv)
may be opened under major head 145-A-Commercial—Indian Railways—Misc
Receipts with the Nomenclature “Subsidy from General Revenues towards
the dividend reliefs”’. This will result in increase the “net revenue®” and
will offset the effect of increase in payment of dividend to general revenues,
ar a result >f the exclusion of these reliefs from this payment and thereby avoid
any effect on the financial pasition of the Indian Railways. The Miristry
of Finance are requested to accord their concurrence to the opening of new sub-

bead as mentioned above.
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Accounting  procedure

7. On the basis of the total amount of reliefs, worked out at the Revised
cstimates stage, the Ministry of Finance would send necessary credit for the
subsidy duc to the Indian Railways, through Reserve Bank of India, Nagpur.
The difference in the amount of the reliefs based on the Revised estimates and
the actual .amount of reliefs (which would be worked out while closing the
account for che year) would be adjusted by the Ministry of Railways with the
Ministry of Finance, through.proforma ‘adjustments as is being done at present
in the case of adjustment of dividend payable to General Revenues, interest on
S.R.P.F. balance etc.



ANNEXURE 4
(Vide. reply to the recommendation a Sl No. 19, AppendixL.):

MINISTRY: OF FINANCE
DEPARTMENT OF ECO NOMIC AFFAIRS
BUDGET DIVISION

The Railway Reserve. Fund was created under the Separation Conven-
tion 1924 under which Railway Finances were separated from general finances.
The main objectives of constituting, this fund were: (i) to sccure the payment
of annual contribution to General Revenues; (i) to provide if nccessary, for
writing down or writing off capital; (iii) to strengthen the - financial position
of Railwaysin order that the service rendered to the public could be improved and
rates of fares and freights reduced. The convention Committee, 1949 recom-
mended that. the Fund should be renamed ‘Revenue Reserve Fund’ and that
it should be utilised primarily for:—

(1) dividend equalisation i.c. ensuring payment of dividend; and

(#) making,up any deficit in the working of Railways.

They also recommended that the interest accruing on the balance in.
the Fund should be credited to the Fund 2nd not to Railway Receipts. This,
position continued under the Railway Convention Committees, 1954 and 1960.
The Convention Committee, 1965, however, extended the scope of the Fund to-
the amortization of the element of over-capitalisation on the Railway: to
recommend that ‘amortizarion of unproductive capital may be commenced
with the interest earned on the balances in the Revenue Reserve Fund being
taken in reduction of the element of over-capitalisation supplemented by such’
appropriations from Railway revenues; from year to year,as may be pbdssible on
the: financial results of each year’.

2.  Neither the 1949 Committee. nor the 1965 Committee specifically laid
down that the Fund could take 1cmporary loans from General Revenucs where:
it did nothave any, or adequate balance for the prpose of dividend equalisa«
tion, Continuing deficits from 1966-67 onwards compelled the Railways net
only to draw upgn the balances from the Fund but also to take temporary loans
from the General Revenues for the purpose of dividend cqualisation. Later
on a praposal submitted by the Financial Commissioner (Railways), the Railway.
Convention Committec, 1971 recommended that the Railways may be permitted.
to take temporary loans from general revenue s to meet the full dividend liability
and the interest on such loans from General Revenues (including further loans-
for repayment of the origiral loans or for payment of interest charges on the.
loans) should be paid by the Railways at the current borrowing rate,

35
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3.  On the recommendations of the Convention Committee, 1971 an _expert
group comprising the representatives of the Ministries of Finance and Railway
and Planning Commission was set up in March 1978 to go into the question of
restructuring of Railways capital. The group which submitted its Report in
October 1978 inter alia dealt with the. question of outstanding loans under the
Revenue Reserve Fund and recommended certain changes in the Financial
arrangements with regard to the Fund. Based on the recommendations of the
-expert Group incorporated in the Convention Committee, 1977, the Committec
vide paras g5 to 103 of their 5th Repdrt (Fébruary 1979 recommended accept-
ance of the changes; the recommendations were :—

(a) the existing arrangement of the Railways taking temporary Joans
from General Revenues to meet shortfall in dividend payments may
be discontinued with effect from 1st April, 1978, the short fall in
the payment of the dividend lLiahility shall be treated as a deferred
liability on which no interest shall be charged ; and

() subject toverification by Audit, out of Rs. 216.14crores outstanding
(as on 318t March 1978) as loan due from Railway Revenues to
General Revenues, Rs. 122.19 crores should he transferred to the
deferred dividend liability account and the balancé representing
interest should be written off.

4- Through a Resolution adopted on 24th March, 1979, Parliament have
approved these recommendations. The question of effecting the necessar
accounting adjustments is now under examination in consultation with the
Railways whase proposals are contained in the note (at pages 8-12) enclosed
to their D.O. le:ter dated 19th May, 1979.  In our view, a simplified procedur e
as diz:;:ussed in the subsequent paragraphs of this note can be followed in this
‘regard.

5. As proposed by the Railways, the balance of Rs. 37,47,06,598 in the
Revenue Reserve Fund (hereinafter called the Furd) as on 31st March 1978
(excluding R+. 31,79,797 investment in shares of loans to branch line companies)
may be set  off against the total outstanding loan liability of Rs. 216.14
.crores of the Fund as on that date. Of the balance of Rs. 178.67 crores, Rs.
122.19 crores may be trecated as deferred dividend liability in respect of the
period prior to 1978-79 and the rest of Rs. 56.48 crores written off. In so far
as the Central books are concerned, the component representing the deferred
dividend liability 7.e. Rs. 122. 19 crores may continue to remain under the loan
Head ‘746—Loans toRailways to be transferred toa new minor head ‘Deferr-
ed Dividend Liability in respeet of the period prior t0 1978-79; the balance of
Rs. 56.48 crores may be wriiten off from the loan head by debit to the head
“880—Miscellaneous Government Account etc.” No interest will be charge-
able on this balance of the loan of Rs. 122.19 crores.

6. No accounting adjustment in regard to the deferred dividend liability
of Rs. 122. 19 crores mentioned in the preceding paragraph is necessary in the
books of Railways, It would suffice if this amount is shown by the Railways
.as a foot note in their various accounts including the balance-shect. While
discharging this liab‘lity (this is to be done within ten years), the amourt paid
by Railways to the General Revernues will be debited to the head ‘§53—repay-
ment of Loans taken from General Revenues—payments of Deferred Dividend
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Liability in respect of the period pricr to 1978-79'. Operation of the head

“‘351° for the purpose is not favoured since in the accounts of the carlier vears
dividend phid from loan proceeds (adjusted in the accounts of the Fund) had
already appeared as dividend paid by Railways under the major head ‘351’ and
as dividend received by General Revenue under the major head ‘o50’. This

payment will obviously figure as a charge o the profits of the Railways before

the surplus of the year is arrived at.

7. In respect of any deferred dividend liahility which the Railways may
incur from 1978-79-anwards also, it will not be necessary for the Railways to
carry out any accounting adjustment; they will merely maintain a pro forma
account and indicate the liability as a foot-note in the various accounts including
the balance-sheet. As and when this liability is discharged, the payment will
be debited to th= head ‘g51°—21ym=nt to G:neral Revenues—Dividend to
Gencrz:il Revenues—Deferred Dividend in respect of the period from 1978-79
onwards.

8.  Asa consequence of the proposals mentioned in paras 5 to 7 Supra, the
following additions/alterations will become r ecessary in the existing heads:—

() The minor head ‘loans to Revenue Reserve Fund under the major
head ‘746 —Loans to Railways’ will stand deleted and a new minor
head ‘D:ferred Dividend Liability in respect of the period prior to
1978-79’ inserted; this new minor head will cease to be in operation
after the entirc deferred dividend liahility for this period is
extinguished. .

(#) A new minor head ‘pryment of deferred dividend liability in respect
of the period prior to 1978-79’ will be opened under the major head
‘353—p1yment of loans taken from Generral Revenues’.

(f5i) ‘The minor head ‘Contributions from Railways’ (under the major
head ‘o50—Dividends and profits’ may comprise the following
three sub-heads, instead - of the existing two, viz:-—

(a) Gross Contributions—Current.

(b) Gross Contributions—Deferred Dividend in respect of the period
from 1978-79 onwards.

(¢) Dsduct—Amn>ut transferred to ‘o4gg—Interest.’

(i) The minor Head ‘Dividend to General Revenues’ under the Major
Head ‘351—Payments to General Revenues’ may comprise two sub
heads, viz :—

(a) Current Dividend
(b) Deferred dividend in respect of the period from 1978-79
onwards.

9. The Railway Board may kindly see before the above proposals are referned
40 the office of the Controller General of Accounts/Comptroller and Aud‘tor
«General of India (Railway Wing).

Sd/- (M.K.JAII\;)
Deputy Secretary (B-II)
" Tele. No. 374045
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Ministry of Railways (Railway Board)—Shri $.K.N. Nair, Joint Director
(Finance) :

Min. of Fin. DEA U.O. No. F7(23)—B(A¢)/79 dt. 28-5-79

MINISTRY OF RAILWAYS (RAIL MANTRALAYA)
' (RAILWAY BOARD)

Ministry of Railways agrees with the proposal niade by Ministry of

Finance. Payment :against'(a) deferred dividend for the period from 197819
onwards and (b) deferred dividend for the period prior to 1978-7g, would be
booked, alongwithi the current dividend under major head 351—Payment to
General Revenues, \'ote of Parliament would'be obtained by including these
two payments specifically under Grant No. 15—Dividend to General
Revenues etc. asexplained below :—

Grant No. 15 (a)—Dividend'to General Revenues.

(i) Payment from Revenues

(a) Current Dividend.

(5) Deferred dividerd in respect of pericd 1978-79 onward.
(¢) Deferred dividend liability inrespect of pericd prior to 1978-79

A.D.A.J1. (Railways) may kindly convey. their concurrence to  these
proposals.

§d/- (S.K.N. NAIR)
Jt. Director. Finance (B),
Railway Board. 196-1979

ADAI (Railways), New Delhi

Min . of Rlys. U.O.I. No. 78-B-310 dt. 19-6-79.



ANNEXURE—s
(Vide reply to recommendations at Serial No. 19, Appendix I).

OFFICE OF THE COMPTROLLER AND AUDITOR GENERAL OF
INDIA, NEW DELHI.

Scen. While the proposals in paras 6 te 8 of M.F.’s U.O. at pages
3-5n ante are acceptable, the proposal in para 5 (vide portion sidelined ‘XX’
on page 3n of U.O. file) to debit the write off of the balance of Rs. 56.48
crores under the major head/minor head ‘746—Loans to Railways—Loans
to Railways’ to ‘880 Misc. Governmert Account’ is not clear. In terms of
Art, 53 of Account Code Vol. I and all amounts due to government which
are found to be irrecoverable shall be written off from the debt head concerned
to an expenditure head as a loss to Governmeut,

In the present case, therefore, although the outstanding amount is
waived by Government, it is felt that in writing off the balance amount waived
the debit should be afforded to an appropriate expenditure head in the civil
books and not to “880—Misc. Govt. Account™. ‘880-Misc. Govt. Account”
is to be operated cither for closing of heads closed to Govt. like Revenue heads,
expenditure heads, capital heads etc. for the purpose of review of balances
OR far write off of amount from heads closed to balance. The latter course
arise in respect of amounts outstanding due to book-keeping errors ‘or cases
where it is not possible to establish that unreconciled balances/differences are
cither due to book-keeping errors or involve loss or receipt. o

It is requested that the above aspect may kindly -be considered.

Sdj- C. G. VENKATESAN
Administrative Officer (RLYS)

Min. of Rlys. (R. B.) New Delhi.

C.G.A. 1I-A. Janpath, New Delhi.
AD.AIL (RLYS) UO. No......... RAII/ag-7/79 Dt. 238-79.
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APPENDIX IX
(Vitk para 3 of Report)

Statement showing the action. taken by Govt. on the rcommendations conteingd i the fisst Rapori of Rottway Convention Commitise, 1980—
Rate of dividend for 3980-81 and 1981-82 -and sthwr Ancillary Matter:

Sl Recemmer:da tions/Observations Action takéh by Gevernment.

o9

No.
() (2) {3
1. In the absence of the detsiled memoranda promised by the +Accepted and implemented.

Ministry of Railwzys, the:Committee 2re unable to formu-
late their views in regart to the Rate cf Dividend payable
by the Railway Undertaking to the Generz]l Revenues and
other Arcillary Matters. Pending their final recommen-
dations covering the Sixth Five Year Plan I'eried (1980-85)
as a whole and subject to such adjustments in the remain-
ing years of tbe Sixtb Plan as may be necessary.in the light
of these final recommendations, the Committee have no
cbjection to the recomsndnd: tions of the Railway . Con-
vention Committee (¥977) for 1979-80 being generally
made applicable to the years 1g80-81 and 1981-82.
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APPENDIX 1 e
(Vzde para 9 of Introduction)

Sl

No.

Reference to

Recommendatxons.observations

para of report

1)

2 ®

r

16

17

The Sixth Five Year Plan for the Railways
was finalised in January, 1981. Although, the
Ministry of Railways were then aware of the
resources available for the Plan period, it took
them nearly ten months to work out and pre-
pare the tentative forecasts of the financial
prospects of the Railways during the Sixth
Plan Period. The Committee are unhappy ovel
this delay on the part of the Ministry of Rail-

ways.

The Ministry of Railways should have
known in October-November, 1981 that it would
not be possible for tnem to submit to this Com-
mittee before the presentation of the Railway
Budget for 1982-83 their final memorandum on
payment of Dividend by the Railways for the
Sixth Five Year Plan Period as a whole, How-
ever, it was only in the middle of January this
year (1982) that they could send their Second
Intefim Memorandum containing their sugges-
tion in regard to the payment of Dividend for
the year 1982-83. This left little time for the
Committee to properly consider the Memorandum
and submit a report to Parliament well before
the presentation of the Railway Budget. The
Committee recall that last year also the Interim
Memorandum was received very late and they
were obliged to face a similar situation. . The
Committee regret this lapse on the part of. the
Ministry of Railways and hope that it would not
be repeated hereafter
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)

3

18

The Committeee have no objection to Divi-
dend being paid by the Railway during 1982-83
at the Rates and 'with the conditions and con-
cessions recommended by the Railway Conven-
tion Committee (1977) for the year 1979-80 in
their Fifth Report to Parliament and adopted by
the Lok Sabha and Rajya Sabha on the 19th and
27th March, 1979 respectively, subje:t to the fol-
lowing special provision for the year 1982-83,

namely:

(a) the contribution to the Depreciation

Reserve Fund and Pension Fund dur-
ing 1982-83 may be Rs. 500 crores and
Rs. 150 crores respectively;

(b) in the case of temporary borrowings

(c)

from the General Revenues for meet-
ing the expenditure chargeable to
Development Fund the rate of interest
may continue to be the same, as re-
commended by the RCC (1977) in
paragraph 110 of their Fifth Report,
namely, “the rate applicable to loans
given to State Governments” (cur-
rently 6.25 per cent with a rebate of
0.25 per cent for prompt payment);
and

the Rate of Dividend,.conditions, and
concessions and the rates of contribu-
tion to DRF and PF hereby made
applicable to the year 1982-83 are of
an interim nature and subject to such
alterations as may be recommended
by the Committee in their final report
for the Sixth Five Year Plan period
(1980—85) as a whole,
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