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INTRODUCTION 

I the Chairtrian, Railway COnvention Committee (1980) havtni 
bee~ 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) 
was 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, IP79, respectively. It contained recommendation. 
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 staiement showing the Action Taken by Government on the 
various recommendations contained in the Fifth Report CJI. Railwa,. 
Convention Committee (1977), ~ given in Appendix 1 

3. The First Report of the Railway Convention Committee, lS180 
which was presented to both the Houses of Parliament on • II 
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' 
8abha and Rajya Sabha on the 17 and 24 March, 1981, respectively. 
A statement showing the Action Taken by Government on the 
reeonunendations contained in this Report is given in Appendix n. 

4. The Ministry of Railways had submitted to the Committee 
the Second Interim Memorandum regarding the Rate of Dividend 
pa,.ble by the Railway Undertaking to the General Reveu. 
aurini the year 1982-83 and other Ancillary Matters on 19 January, 
loa. 

I. The Committee took evidence of the representatives of the 
Ministry of Railways on the 6 February, 1982 on the proposals con-
tamed in the Second Interim Memorandum and other Anc1llary 
llatt .... 

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

,(v) 



~ (vi) 

7. The Committee wish to express their thanks to the Ministry at 
Railways for placing before them the material and infonnation they 
desire in connection with the subject and to the Chainnan, Railway 
Board, the Financial Commissioner, Railways and other Oftlcers ot 
the Ministry who gave evidence before the Committee. 

8. Tile Minutes o't the Sitting of the Committee held on the 'J:T 
January, 6 and 12 February, 1982 form Part n of the Report and are 
being presented alongwith the Report. 

9. The statement showing the summary of the recommenaationa 
of 'the Committee is in Appendix ILl. 

NEW DB:uu; 
February 12, 1982 
Ma.gha 23, 190=3-(=S:-:aka~) 

D. L. BAITHA, 
Chairman, 

Railway ConventWon. 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 Anc1llary 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 recomrnendationso'f the Committee 
may not become available jfor 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 applica.ble for the years 1980-81 ana 1981-82". 

4. Accordingly, the Railway Convention Committee (1980) had, 
in their First Report presented to the Houses of Parliament in Feb-
ruary, 19181, observed that "Pending their final recommendation. 
coverlng the Sixth Five Year Plan period (1980-85) as a whole and 
subject to su~h adjustments in the remaining years of the Sixth 
Plan as may be necessary in the Ught 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 lconcessions agreed to by the Railway Convention C0m-
mittee (1977) for the year 1979..80 which were provt81onaUy made-

--.-- ._--------- -------
.ROO (1980) I.R.. PARA 5· 
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appllc:able to the yeara 1980-81 and 1981-82 with the agreement of 
the Railway Convention Committee (1980) are summarised below: 

I. The following elements of capital are fully exempted from 
payment of dividend:-

(a) Strategic Unes 

(b) 28 New Lines (detailed in Annexure 11 to the Report of 
the Expert Group on the Capital Structure' of Indlan 
Rafiways-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 Lnvestments viz., Jammu-Kathua 
& Tirunelveli-Kanyakumari-Trivandrum Lines as re-
commended in para 59 of the Committee's· 3rd Report 
(September, 1981). 

(c) North-east Frontier R.ailway (non-strategic portion). 
. . 

(d) Un~munerative.Branch Li~es-the exemption of a parti-
cu~ ,~emunerativ:e branch Une from payment of 
diyidend on capital being bas~ on annual review of the 
unremunerativeness of. the. line, and the unremunera-
tj,veness determined adopting the marginal-cost principle. 

(e) Ore Unes (full capital outlay on Bimalgarh-Kiriburu line 
and 50% of the capital outlay on Sambalpur-Titlagarb 
line) . 

(f) Ferries and welfare buildings. 

(g) 50% of. capital on works-in-progress other I than thQ~ 
pertaining to strategic lines, North~.astFrontierRa11w'aY 
(Commercial), Ore Lines, Jammu-tBthua & Tirunelv~ii­
Kanyakumm~Trivan¥wn lines, ReW linE-oS, p.& 'T wi~es, 
ferries, welfare buildings, for a ~riod df 3 years. 

n. A con.P~p~ ldivid~nd 013.5% is payable on the capital co~ 
of residential buildingS. 

---------.---
l'~).!>qc.~-'~7), 5Rl,~. 88, 'I IUd with the Paaa 88. \I(i) 
, I) IJi 11,.tUi115 7~and·?fandRCC (lgSO) sR Para 59. 

c),'KC .1'~1l. SR, fila: 6 .. 
(d) RCC (1977), SR, Para 6J. 
(e) Ibid,Para88·,. Jo n id, pm. , 8 at Si. 

) Ibid, Para J:'IJ (iv). 
RCO (1977) SR, Para 87 
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In. New Lines other than those mentioned at I(b) above: 

Dividend ,pay~ble on capital of .lIuch Unes at the average bOrTow-
ing rate of interest is deferred during the peri04 .. o,f.constructi,on 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 divide~d. The a«?Count. of deferred dividend on 
new lines will be closed after a period of 20 years from the date of 
their opening, extinguishing any liability liquidated within that 
period. 

IV. Losses in the working of strategi.c 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 diviaend. 

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 Railways 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 dl the Railway Budget 
for 1982-83 will be taken on hand very soon. In view of 
the position exp,lained in the foregOing paragraphs, it 
may not be possible to finalise all the memoranda dealing 
with the financial subjects in consultation with the Min-
istry. of Finance. before presentation . of the RaUway 
Budget for 1982-83 in February 1982. Even if the memo-
rand~ on theSe Biulnefat. subjects could be ftriallsed, the 
Railway Convention Coiruriittee 'would need' suftlclel1t 
time for their deUberations and may not be able to 
crY"tallise their recommendations well before February, 
1982't. 

, 7. The ¥iirlstry of Rillways have, accordingly sultmitted fOr 
tlie cOnaideratIon of the 'Convention COnUmttee whether, pendingl 

III. Ibid, Para B8·Q (iii). 
~ v. RCC(lg7') SR, para B8.IZ(i) 

V. Ibid, Para log. 
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their final recommendation, the re£onunendatiolU which were the 
basis for the preparation of the Budget for 1981-82, may generally 
be made applicable for the year 1982-33 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 propooing 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 ap~ 
roved by the Railway Convention Committee, 1980". 
The Railways look upon the Sixth Plan as a "Rehabi-
litation Plan" 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 cwnulatively 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 
cro~ has necessarily to be made up during the remaining 
three years of the Sixth Plan. In the cireumstances, it is 
proposed to step up the contribution to DRF to Rs. 500 
crares in the Railway Budget for 1982-83. 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". 

Tempora.ry Borrowing!! front. General Rev8ntuu 
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 RaUways temporarily borrow from general 

.ofpara 18 olFint Report ofRCC (1980) 

.. ~orpaTa J4 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 charied at th~ 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: 

Year 

'977-78 -

1978-79 -

1979-80 , 

1980-81 '-RE) 
1981 -BlI(BEh _ 
~ .. 

Appropria-
tions 
to the 
Fund 
from Re-
venue 

~o 

50 

65 
85 

100 

(Figures in crores ofRuppes) 

Total Withdra- Closing 
Approp- wal from Balance 

riation the Fund 
from all 

sources 

57- 0 4- 50 -35 216-y. 

70 -41 t2-g6 
Ii-

241-52 

94'77 75'35 291-17 

rao'S7 9l1·86 SlIS'I7 
122'10 98'70 346-57 

(Source: Explanatory Memorandum on the Railway Budget 19BJ-B~ p. 95) 

12.. It is observed from the above Table that the contribution to 
the Pension Fund proposed tor the year 1982-83 is sizeably larger 
than the contllibution in the previous years and is hardly justified 
by the rate of increase in the annual withdrawal. from the Fund, 
Besides, in the Memorandum on "Tentative forecasts during the 
Sixth Plan period (1980-85)" submitted by the Ministry ot Rail-
ways to the Committee an January 7. 1982, the Ministry hid them-
selves projected the increase in the contribution to the Pension Fund 
from Rs. 84 crores In 1980-81 ,to lta. 143 crores m 1984-85. 
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13. Jt is further observed that.the COJIlptroller @.d Al.lditor Gene--
raI otIndia bas in Paragraph 4.3 (iv) of his Report on Union Gov-
ernment (Railway,) f01-".the.y,earl97.9-80, pointed out that "Consti-
t).1te:;l to ,provide for pensionary liabilities in respect of Railway 
employees, this Fund was to be funded on. the bl!oSis. of actuarial 
calculations ...... (and that). there has been no post-1974 actuarial 
calculatio~ .• despite substaritial liberalisations of the pension scheme 
in ·recent years." 

14. The Ministry of Railways were therefore, on January 21, 1962, 
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 Conuriittee on January 25, 1982 the Mirli~try 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 ot 
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 actu:u 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 tlie 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 lmpo~t development due to the 
substantial Uberalisation of the Family Pension Scheme 
for Central Government servants....... A fresh op-
por~it~ ~s, ~herefOr~.being.~itven to~l~ay S~ to 
opt for· ~nsion. 'The impact of this on Railway finances 
is expected to be substantial. Pensions paid now to the 
relatively ~ ral.l\vay servants who retired on the pen-
Si,on.,seheJn~.~re .. bew.s. ~$ed ;~.~tly in, ~h~. ac-
co~~. qf ijle. y~. ~ wbich, th~y, .were .. l>ai~,. In, ~e,' ~~e 

:~!d ~~~~!~::;~:t~n/rai~a~e s~~~ 
tbft~k cMM!itci ~ jia'11Wayftev:enli~~WOin Tteartojrear. 
But if, as is expected, the improvements in tae proV'isioa 
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for tanlily pension and the ipcreases in pension for 
lower pBid stat 'result"in IPUc~'lars~r nUIQbe~- of pre--
1957 Rlillw.ay staff' opting for' pension, not only will the 
aIX)Ount payable as' ":Pension frOm 1S:65 onwards in-
crease, but' there will be substantiai vQrlations in the 
amount from year to year fOr the next SO or 40 yean 
before the burden, of pensions' stabilises when the new 
entrants from November, 1957 rettre ~r Some thirty 
years from now. N()n-:JW.lway departments, whose 

employees unlike Railway-men have always been pen-
siOJlllble, ~ in a ~ent' position, ,and the burden ot 
pensi~ns paid by them' from year to year is not likely 
to vary as widely. In order that the Railways' revenues 
may not suffer from heavy fluctuations' on this account, 
it has been decided to 'set' up a Penmon 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 '0" Staff' each 
year should continue to 'refleCt not only the amoUnt p8.id 
but also the potential cumulative liability lor the pen-
sionbenefits earned by each year of serVice, It "~'is de-
sfi-able, 'therefore, 'that tIle 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 t118t a contribution 
of about Rs, 29 crores per annum exclusive of interest on ba!anee 
in the 'fund should be 'made towards the Pension Fund to build ade-
quate resource for meetbig 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-
jng 1.igur~: 

Average • 

(Ruppel in crorea) 

Annual contribution 
(excluding interest on baWlee) 

, 

14'97 
11'79 
IIO'IS 
lo'8S 
IS'03 
111'43 
!S'S7 
f!I'S7 
21,67 
1"8g 
110'3 1 
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A revised actuarial 'aSsessment was made by the Controller ot 
I:naurance in 1974 and they recommended as 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 fwld at 
the rate of 13.7 per cent of the salaries and allowance. 
counted. towards pension of the pensionable employees. 

(iii) Owing to the unsatisfactory financial poIition it was not. 
feasible to contribute to the Fund to the extent recommended by 
the first ActU'al'y, The shortfall. in the Fund. balances would not 
have been so substantial if contributions of the order of Rs. 29 croree 
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 against actual balance of nearly Rs. 160 crores including 
RI, 38 erores as interest on balance. The desired balan(:e on 31-3-75 
as per second Actuary's recommendation was to be Rs. 469 crores. 

(Iv) The contributions to Pension Fund ;1fter receipt of the second 
Actuarial Report have been as follows: 

Year 

1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
IgSg-83 
(Proposed) 

-Not readily available. 
" 

Annual 
Contribu-
tion OIl the 
baiialugg-
ested by 
Actuary @ 
13'7% of 
pay 

40'52 

46'4+ 
47·a6 
61'59 
67'19 
79'30 

81'94 
• 

Annual Wit'hdra-
contribu- wa1 from 
doni made/ Fund 
propoeed 
(excluding 
interelt on 
Balance) 

3°'53 3°'10 
39'71 40'85 
'U·64 5°'35 
57'99 62·gS 
78,85 75'35 
98·26 1°5'57 

rOI,80 11I5'()(' 
15°'00 13~'00 

(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 RB. 536 
crores according to actuarial calculations. Thus the Fund f'tand!4 
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short contributed to the extent ot about Rs. 203 crores. Even Uli. 
lhortfalI appears to be substantially under-estimated because of the 

" following factors which have intervened between the calculatiorw 
~e by the Government Actuary in 1974 and the position obtaining 

t.:rw: 

(8) Liberalisation in pension rates. 

(b) Treatment of portion ot DA as pay for pensionary benefitl. 

(e) Increase in the emoluments of railway employees conlle-
quent upon upgradation and restructuring ot 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 Tari.ft' Enquiry Committee in their report have also 
commented on the inadequacy ot contribution to the Pension Fund. 
In the context of the recommendations ot RETe the issue of fresh 
actuarial evaluation for making contribUtion to the Pension Fund 
has ~n rekrred to the Ministry 01 Finance, Insurance Division 
and their revised fonnula 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 UabUities 
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 sta1f etc., in 1969-70 the Pension Fund 
should have had a mfntmum balance of Rs. 332 croretl at 
the end of 31st March, 1970 and received annual contrlbu-
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 annual 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 
Uberalisations of the pension scheme in recent years." 

(viii) By way 01 corrective I remedial action taken on the above, 
Railway Ministry has explained as under:-

"The tssu.e of fresh actuarial evaluation tor making contribu-
tions to Pension Fund in the context ot Uberalisation of 
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the Pension Scheme has been referred to the Controller 
of InsuranCe, Simla. Pending finaUsation of this valua-
tion, contribUtion to tha' ftlndhas been stepped up k,eepin,g 
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 ~tepped 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 liberali~ti~n of pension rules, increase in number of pension 
optees, tteatment ofl iiportion of D.A. u·pay tor purpose of pen-
sionary benefits, increases in D.A. due to rise in consumer price 
index, etc. 

(x) In 1960-81, 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 the ord~r of Rs. 12S.00 
crores agalnst an appropriation of Rs .. 101;80 crares. Similarly, in the 
budget· year 1982-83, against the proposed contribution of Rs. 150 

'crores to the Fund, withdrawals are likely to be around Rs. 135.00 
crores. Thus the net cliiference between· the annual contribution 
and with~wal is marginal. 

~ , ~ ~ ~ 

(xi) With reference to para 3 of the Oftice Memorandum No. 
12131RCC-80 dated 21-1-82, it is c1arlfi.ed that the ft,gure of ''Total 
Appropriation from all sources" shown therein includes interest on 
balances in the Pension Fund apart from the write-back adjustments 
of :Railways' rontrtbution to the Provident Fun'Ci in· the ease of new 
aptees. In' view,of the increasing annual withdrawal from the Fund 
as also the '-potential cumulative liability'a, the rate of direct coritri-
butk)n to th~ Fund from Revenue (and 'Capital in the case of Pro-
ductftin Unl't!l) exclusive of the other two elements, viz., Interest and 
wrlte-back adjU8~ents. is requirec;l to be stepped up. The desired 
balan('e in the tl'und shoul4 )lave been ~. .~ crores even as on 
31st March, 1975 [vide para ' (iii) abOve]. As against this, the 
~lanee, b~ed op. i981-82 (Budget) ~s 'antidpated·' as Its. 346.57 
, ': :' • I"' . " , ... ; .. ' ~ ., ~ ~ ~ • 



II 

crores. Baaed on latest estimates, which inclleate that withdrawals 
may increase to Rs. 125 crores in 1981·82 [vide. para (iv) 1, the clos-
ing balance is likely to be lower than even Rs. 346.57 crores. 

(xii) With reference to para 4: of the 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-
sitateg., 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 tn the Memorandum on Tentative 
Forecasts :were on the basis of I~onstant" prices qnd as already 
brought out in para 10,2 and 10.3 of the Memor~d~ the calcula-
tions would vary from time to time with referenee;to variations in 
the pri:es and fares and freights etc." 

15. During evidence, the representative of the Ministry of Rail-
way~ was· asked to indicate the reasons for submitting the Second 
IRterim Memorandum on the Rate of Dividend payable by the Rail·· 
ways during'l982-83 so hite (19.1.1982) as to leave· little time for the 
Committee to consider the matter in deiail. Besides, it was pointed 
out, the Committee was being called upon to consider the question 
of payment of dividend in an ad 1t~. manner which was undesirable. 
The Finabcfal Commisllioner, Rai1ways in reply stated: 

"The Sixth PI~ was finalized in January 1981. After .that, ,we 
m~~ our projections for the Sixth Plall. as a whole. This 
was·sent to the Finanoe 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 c~ to some agreed conclusion as to What would be 
the ~apabmty of the railways ,by the end of th~ Plan 
period, how much tramc they would be able ~o carry, what 
would be the wagon tum-round, what would be the net 
. t~xUte kril. and so ~n. In Qctober we sent our mel11Dran· 
~m. But. the. FiDance,Ministry too~ some nrn. over it., 
It was only in Decem~ that they collld return it to us 
with their eO¥lments. tn the meanwhile, we kept on re-

. u¥n~' ~. It is o~JY tow8,rds the end 01 December 
. thex. sent. ~ ,00, the, 7thFebr~ we gayc memoranda 

on the tentative fOrecast tOr· the Sixth,Pian. as a whole .... .. . '. . . . 



I was hoping that we would. be able to send the tiftal memo-
randum on div1dend in good time, rather than givins 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 
memorandwn". 

16. The Sixth Jl'ive Year Plan for the Railways was ftDaIised in 
.January, 1881. Although, the Minktry of Railways were then 
aware of the resources available for the Plan perlo4l, it took them 
neally ten months to 'Work out and prepare the te'lltative foreeastt 
of the ftaandal prospects of the Railways durlBc the SlSth .... 
Period. The CommIttee are anhappy over tlds delay OD the part of 
the MlDistry of RaIlways. 

17. The Ministry of Railways should have known in October-Nov-
elPher, 1981 that it would Dot be poUlble f. them to .. hlPit to tWa 
Cemmittee before the presentation of the Bail .. ,. BuQet for 118Z-13 
their final DMmoraadum OD paJl1Mnt of DlvUleDd by the Balwa75 
for the SixtIt Five Year Plan PeriCHl as. whole. However, it ..... 
oal)" iD the middle of JaDwu'y this year (1982) that they could send 
their SeeoDd Interim Memorandum containiDg their ..... eation in 
re,...d to the payment of Dividend for the year IID-83. This left 
little time for the Committee to properly eonsider the Memorantlum 
aDd submit a report to Parliament well before the presentation of 
the Bailway Budget. The Committee recall that la.t year Iilso the 
laterim Memorandum was received very late and they were obUaed 
to face a simllar situation. The Cemmlttee regret this lapse on tlte 
part of the Minist1'y of Railways and hope that It wodlcJ not be re-
peated hereafter. . . 

18. The Committee have no objection to J)i'ridend bebag paid 
by' the aallways dUring 118Z-83 at the Rates aDd wttIa the conditions 
and cODcessio... recommended by the Railway Conveetioa Com-
mittee (1m) for the year 19'79-80 in their Fifth Ite1tort to PNlia-
meat ad ado,," by the Lok Sabha and Rajya Sahha on, the 11th 
and 21tb March, 19'79 respeetively, aJl'bject to tb~ foUowtDg apeeial 
provision for the year 1912-83, namely: 

<a) the contribution to .tbe o.preciation aM,,:" I'uDd and 
p-,Ilon .. ~ ~ 1~ at'" ~... see a:ores and 

.. Bs~ 158 nons respeetiveb'; 
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(b) in the case of temporary borrowings from the General 
Revenues for meeting the expenditure ~hargeable 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) thc Ratc 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 IUlt· 
jeet to such alterations as may be retOmmended by the 
Com..uttee in their final report for' the Sixth Five Year 
Plan period (1980-85) as a whole. 

NEW DELm; 
f"ebruary 12, 1982 
Magh-a-23. -j903 (Sako)-

D. L. BArI'HA, 
Chairman, 

Railway Convention Committee. 
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(3) The Intrirn Report of the Rail Tariff Enquiry Co· 
mmittee was laid on the Table of the !.ok Sabha 
along with the Railway's Budge, for 1979~' A 
summary of its Main Report was also laid on· the 
table of the House along with the Railway Budgei-for 
rgBo-8ron r6-6-Ig80. Copies of the Main Report have 
also been kept in the Library of the Lok Sabha. 
The detailed Main Report ard the Final Re~ 
are presently under print and will be laid on the 
Table of the Lok Sabha & Rajya Sabha as soon a5 
pl'inted copies are available. 

Copies of the Report of the High Level Committee on 
Social Burdens have also been kept in the t;,'brary 
of the Lok Sabha. 

(4) The examination of the Main and Final Reports 
of the Rail Tariff Enquiry Committee vis-a-Vie that 
of the Report of the Comtnitt('t' on Social Blirckns 
on Indian Railways has not ret been completed 
because of the following factors :-

(i) The recommendations dealing with the main 
issue offare and freight structures call lOr care-
ful detailed examination in ,.jew of far leaching 
implications On the national ecanomy. 

(ii) The reports are voluminous and require cross 
reference to other reports, like that of the Natio-
nal Transport Policy Committee. 

Incidentally, it may be mentioned that the recommen-
dationsofthe Committee on Social Burdens on Indian 

... ....:a 
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ANNEXURE-3 
{Vide repJy to the recommendation at SI. No.1 7. Appendix 1)12 

Ministry of Finance 

Department of Economic Affairs 

Budget Division 

'I he office of the Con troller Genera I of Accounts may kindly see the enclosed 
copy of the Railway Board, Shri S.K.N. Nair, Joint Director's D.O. letter 
No. 79-B-241 dated 5th July 1979, and of the note enclosed thut-with. regarding 
the acconnting 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 C.ommittee, 1977 in their 5th Report (6th Lok 
Sabha). The subsidy represents the dividend concession and other concession'! 
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 s"h-heQdonb','of the major and minor heads 14S-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 concessions", and this minor heaCl 
may have the under-mentioned sub-heads (to Lc explained in a note below the 
major head), so that a clear picture could emerge from the accounts about the 
quantum of relief in respect of el!.ch category of investment :-

(I) 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. -

(7) Other new lines during the period of moratorium. 

(8) Works in progress. 

(9) Ferries. 

(10) Welfare Buil<!ings. 
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3. In 80 rar as the Civil books are concerned, subsidy could be accountc 
for under a new minor head 'Subsidy to Railways towards dividend relief an 
other concessions' to be opened under the major head '344-0ther Transport 
and Communication Services'. Thill would nf'cessitate restructuring of the 
existir.g sub-major and minor heads of this major head, which could be as follows.-

Major Head 

344~therTransportand 
Conununication Services 

Minor Heads 

Overseas Communication Service (I) 

Wireless Planning and Coordination 
Monitoring Servkes 

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

4. Abolition of the eXlstmg sub-major head 'A. Overseas Communica~ 
tion Service' and redudng 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 SM'vices'), is suggested for the sake of uniformi ty, since even in 
the capital section under the major head '544', OCS exists only as a minor 
head. The existing· minor heads· under the. aforesaid sub-major hf'.ad 
Vi,:. (i) Management (ii) Operation and m~intenallce (iii) Development, 
production and training and (iv) other expendIture, can appropriately go as 
sub-heads below the proposed minor head 'Overseas Communication Service' 
and can be explained suitably as note (I) below the major head '344'. 

5. Based on the pattern suggested for the ace-ounting of the subsidy under 
the major head '145' in the accounts of Railways, the minor head 'Subsidy to 
Railways towards dividend relief and oth~ concessions' under the major 
head '344' may also have sub-heads referred to in para 2 supra: the proposed 
sub-heads may be explained all note (2) below the major head '3#'. 

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 Mirustry of Finance' in whic~ provision offund.s for sl!bsidy will be made). 
the Controller of Accounts carnes out an accountmg adjustment by credit to 
the major head "o50--Dividends and profits--Contributions from Railwav!I 
by debit to the subsidy head proposed above. Similarly" Railways can abo 
simultaneously carry out adjustment by debit of the amount to '3St-Payments 
to <kneral Revenues-Dividend to General Revenues' by credit to the: subsidy 
head as proposed abovt'. The difference in the amount of relief baaed on 
revised estimates and actual amount of reliefs can be similarly adjusted. 

7. Th(' above suggestions may kindly be ~xamined and approval of the 
ADAI (Rajlway~) also obtained under article 150 of the Constitution. A copy 
of the Fifth Report of the Railway C'.onvcntion Committee. 1977 (6th Lok 
Sbha) is endosed, para 91 of which refers in this connection. Any further 
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information lIequired may be had directly from the Railway Board (Shri 
S.K.N. Nair, Joint Director) to whom a copy orthis Dl)teis being.forwarded. 

Office of the Controller General of Accounts 

Sdf-
(M. K. Jain), 

Deputy Secretary (B-I1) 
1re~hone : 374045 

Slrrimati TarabtJi S.Kutty, JI.C""troll~r Gmeral of A-:cls., Min. of Fin~nce 
(DBA) U.O. No. FI (30)-B(AO)/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) 



S;K.N. NAIR 

GOVERNMENT OF INDIA 
MINISTRY OF RA1LWAYS 

(RAILWAY BOARD) 

]OINT DIRECTOR, FINANCE (BUDGEn 

D.O.No. . New Delhi, dated 

My dear Jain, 

As you are aware,' the Railway Convention Committee in Para t8 of their 
5th,Repol't'(1917) haS recommended thatw. e.r. theyear 1979-80, the procedur~ 
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 (or ad· 
justment of subsidy including the head ot accoun~ under which the subsidy to 
be given by the General revenues, should be booked :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. 

. Sbri M.K. Jain 
Deputy Secret&l-Y, 
Ministry of Finance, 
New Ddhi. 

Yours sincerely, 

Sd/-
(S.K.N. Nair) 



Enclosure to Rly.Bd's leiter No. 79-8-241 ~datcd 5· 7.1979. 

Reg : ... Subsidy to be paid by the General ReveJlues on account of various 
dividend reliefs reccmmended by the RaHway Convention Co-
mmittee-1977· 

The Railway Convt'ntion Commitiee-I977 vide para 18 of thdr fifth 
report, recommended relids for the folJowing items of C'..apital at c.har~ 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 RaiJways up to the year 1977-78 :-

(a) Reliefs already available to the Indian Railways up to 1977-78. 
-/ ------ ----------------_ .. _-

Pal,ticular of items 

(i) Capit~1 cost of strategic lincs. 

(H) Capital cost of national highways namely 
Jammu K.athua Section and Tirunelvdi-
Kanyakumari-Trivandrum Hne. . 

(iii) Full capital cost of Kiriburu-Bimalagalh 
and 50% of capital c')8t,of Sambhalpur. 
Titagarh Ore lines. 

(iv) Capital at charge of non-strategic portion 
of North East Frontier Railway.. • 

(v) Capital at charge of unremUllt'rative 
branchllnes, other than those new lines 
which have been taken up on or aftf'r 
I ""i-I 955 on other than financial consi-
derations .. 

(vi) Defem:d dividend on capital cost of new 
lines during the period of their cons-
truc!ion as well as for five years after their 
opening. 

(Rs. in crores) 
Appro"imate amount 
of relief as mentioned in, 
Railway Convention 
Committee Report. 

1.91 

8·9°' 

(vii) Div~dend on t'apital works-in.progress for 
a period three yf"a .. ~ ... ,6.(\8 

Total . . - 39·57 
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(b) Fresh reliefs 

(viii) CapiCal cost of new lines taken up on 
other than financial conaiderations on or 
aftel 1 -4-1955 

fix) Capital cost of fcrrics • 

(x) Capital cost of welfare buildings • 

Tetal :~ 

GRAND TOTAL 

10·48 

0.19 

10'95 

2. The total estimated amount of the divider.d reliefr, for the yeal 1978-79 
as mentioned in the Railway Convention Conunittee rcport-1977 is Rs. 50.52 
crores. 

3. Upto the year 1977-78 the amount of the existing reUds as m('ntion-
cd at itenu (i) to (vii) above was deducted from the dividend payable from the 
General Revenues. The Railway Convention Committee vide paras 18 (5) 
and 91 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 wJlich would be payable to the 8f'neral revenues. 
Tr.is wiII b~ comillied with accordingly. 

4. For the year 1979-80, however, the Committee vide paras go and 91 of 
their report have recommended that the amount of reliefs as mentioned above 
may be paid from the General Revenues as a specific subsidy to the Railway 
Revenues. This would enable the Parliament to appreciate the type o[opera_ 
tions of the Railway;, wihieh carry subsidy and to decide on the cOlltinuar.ce 
thereof from year t') year . 

. 5. The recommendations of the Committee have been approved by the 
Patliament through their re,olution adopted on 27-3-79. 

Opening New head 

6. The question for consideration is, the head of account, under wnich 
the subsidy to be given by the General Revenues should be allocated in the 
b:x>ks of the Indian Railways. It is proposed that [his subsid}' should be 
booked under Miscellaneous Receipts and for thi. purp~ a new sub..head (iv) 
may be opened under majot head 145-A-Commerdal-Indian Railwa}s-Misc 
Receipts with the Nomenclature "Subsidy from General Revenues towards 
the dividend reliefs". This will result in increase the "net revl'Jlue" and 
will offiet the effect of increase in payment of dividend to general revenUt'I, 
M a result )rthe exclusion of these reliefs from this payment and thereby avoid 
any effect O~ the financial p'lsition of the Indian Railways. The Mir..istry 
of Finance are requested to accord their concurrence to the opening of new sub-
bead as mentioned above. 



Aceounting pm:edur' 

7. On the basis of the total amount ofteIiefs,worked out at the ReVised 
-estimates stage, the Ministry of FinanCt' woold sendneCt'!I8ary credit for the 
1>ubsidy due 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 
accow11 for rhe year) would be adjusted by the Ministry of Railways witli the 
Ministry of Finance , through.proforma'a<ijustments 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. 



A'v.VEXURE 4-

(Vide rc,ply to the recommendation a Sl~ NO;19,A,ppendhcl.), 

MlNISTR;Y' OF FINANCB 
DEPARTMENf OF ECO NOMIC AFFAIRS 

BUDGET DIVISION 

The Railway Rewttrve Fund was creat~d under the Srparation COllven-
tio~ 19:24- under which RlI!ilway Fina~eJ were seP'lrated fromgt-"nl'.ral finant;es. 
The main objt'lCtives 'Ofcon.tituting,this fund Were: (i) to secure th~ payment 
of annual contribution to General Revenues; (ii) to provide if neceSiary, for 
writing down or writing ,off capital; (iii) to strCJlgthMthe· ~cial position 
of ltailways in order that the service rendered to the public could be.improved and 
rates offares and freights reduced. The convention Committee, 1949 recom-
mended tha{ the Fund should be renamed 'Revenue Reserve Fund' and that 
it should be utilised primarily for:-

(i) dividend equdisation i.e. ensuring payment of dividend; and 

(ii) mlking.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 and not to Railway Receipts. This, 
position continued under the Railway Convention Committees; 1954 ano !960. 
The Convention Comntittee, 1965,howewor, ~xtend~d the scope of the jo'und to· 
the amortization of the elemf'nt of ov~r-C'8.pitaJisatjon on the Railway~ to 
recommend that 'amortization of unptodudive capitlJl may be commenced 
with the interest earned on the balances in the Revenue Reserve Fund being 
taken in re:ciUGtiIlh of the elernt'nt of O\It"r-capitaJiBation suppJementr<;l by such 
appropriations from Railway revenues; from year to year, as may be pl)ssibJe on 
the financial results of each year'. 

:2. Neither the '94-9 Committee nor the 1965 Committee specifically laid 
down that the F~d could take: /( rnporary I031111 from GeneraL Revenu~liI where· 
it did not have any, or adequatf' balance for the pt..rp05f' ofdivi~Jld equaJiBa.., 
tion. Contintting deficits from 19&)-67 onwards compelled the Railways nat 
only to dra w upon the balances from the Fund but also to take tempor,ary lou, 
from the General Revenuf'S for the purpose of dividend cquali1tation. Later 
on a proposal.ubmitted by the Financial Conunissioner (Railway.~), the: Railway, 
Convention Committee, 1971 reconuri~nded that the: Railways may be permitted 
to take temporary loans from general revenue s to meet the full dividend liability. 
and the jnterest on such loans from General Revenues (including further loa .. 
for. repayment of the origir.al loans or for payment of intf!ffst'chargeB on tho. 
loans) should ,be paid by the Railways at the currt'nt bOlTo.w1ngrate .• 
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3. On th:e 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 g') into the question of 
restructuring of Railways capital. The group which submitted its Report in 
October 1978 inter alia dealt with the question of outstandinR loans under the 
Revenue Reserve Fund and recommended certain cha.ages in the Financia 1 
arrangements with regard to the Fund. Based on the recommendations of the 
expert Group incorporated in the Convention Cornrnittet", 1977, the Committee 
vide paras 95 to 103 of their 5th Rep'!>rt (Ftbruary 1979 recommended accept-
ance of the changes; the recommendations were:-

(a) the existing arrangement of the Railways taking temporary roans 
from General Re,(enues to meet shortfaU in dividend payments may 
be discontinued with effect from ISt April, 1978. the short fall in 
the payment of the dividend liability shaU be· tJeated as a deferred 
liahility on which no interest shall be charged; and 

., 
(b) lubjectto verificatim by Audit, out of Rs. 216. 14 crores outstanding 

(as on 31St March 1978) as loan due from Railway Revenues to 
General Re~ues, Rs. 122.19 croreS should he tJ'ansfcp'C'd to the 
deft'rrt'd dividend liability account and the balance representing 
interest should be written off. 

4· Through a Resolution adopted on 27th March, 1979. Parliamr-nt ha "e 
appr;)ved tht'se recommendation!1. The qurstion of effrcting the nt'Cf'Ssa ry 
accounting adjustments is now under examination in cOfllUltation with the 
Railways whose proposals are cOJltained in the note (at pa~t's 8-HZ) enclosed' 
to their D.O. letter· dated 19th May, 1979. In our view, a lIuuplified procedure 
8'J discussed in the subsequent paragraphs of this note can be followed in this 

·1'egard. 
5. A<; proposed by the Railwavs, the balance of Rs. 37,-47,06,598 ;0. the 
Revenu.e Reserve Fund (herejnafter called the Fur.d) as on 31st March 1978 
(excludmg R,. :11.79.797 investment in shares ofloan. to branch Hne companies) 
may b~ set off agaulllt the total outstanding loan liability of RI. 216.14 
,exores of the Fund as on that d'lte. Of the balance of Rs. 178.67 crores, Rs. 
122.19 crores may be treated as deferred dividend liability in respect of the 
period prior to 1978-79 and the rest ofRs. 56.46 c~ores written off. In 80 far 
as the Central boob are concerned, the component representing the dderred 
dividf'nd liability i.t'. R~. 122.19 crorcs lIlay continue to remain under the loan 
Head "746--Loans to RailwaY!! to be transferrt:d to a new minor head 'Deferr-
ed Dividend Liability ill respect of the period prior to 1978-79; the halance of 
R.s. 56.48 crores may be wrilten offfrom the loan head by debit to the head 
'880-Miscellaneous Government Account etc.' No interest will he charge-
able on this balance of the loan of Rs. 122. 19 crores. 

6. . No accounting adjustment in regard to the deferrrd dividendliabiHty 
of RI!. 122. Iq crores mentioned in the preceding paragraph is necessary in the 
book. of Railways. It would suffice jf this amount is shown by the Railways 
as a foot note in their variou.. account~ including thebalance-sht'et. While 
discharging this liabIlity (this is to be done within ten yearr), the amourt paid 
by Railways to the Genel'al Revenues will be debited to the head '353-repa y-
ment ofL')ans taken from General Revl"nues-paymrnts of Dcferred Dividend 
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Liability in respect of the period prior to 1978-79'. Operation of the head 
'35t' for the purpose is not favoured since in the accounts of the ('arJier Yf'ars 
dividend plaid from loan proceeds (aqjusted in the accounts of the Fund) had 
already appeared as dividend paid by Railways under the major head '35 I' and 
as dividend received by General Rev("nue under the major head '°5°'. This 
payment will obviously figure as a charge on the pI'olits of the Railways before 
the surplus of the yt"ar;1I arrived at. 

7. In rcsp:.-ct of any deferred dividend liability which the Railways may 
incur from 19711-79,onwaro'l al802 it will not be necessary for the Railways to 
carry out any accounting acljustment; they will merely maintain a prtJ ,forma 
account and indicate the liability as a foot-note in the various accounts including 
the buance-sheet. As and when this liability is discharged, the payment will 
be debited to th~ head '351 '-')\ym~nt to G~neral Revenues-Dividend to 
General Revenues-Deferred Dividend in respect of the period from 1978-79 
onwards. . 

.8. A'I a consequence of the proposals mentioned in puaa 5 to 7 Supra, the 
foU()wing additions/alterations will become r ecessary in the existing heads:-

(i) The minor held 'lo:1n'l to Revenue Reserve Fund under the major 
head '746-Loans to Railways' will stand deleted anda new minor 
head 'D ~fened Dividend Liability in respect of the period prior to 
1978-79' in\erted; this new minor head will cease to be in operation 
after the entire dt"ferred dividend liability for this period is 
extinguished. 

(ii) A nelf minor head ·plym,.nl of deferred dividend liability in respect 
of the period prior to 1978-79' will be opened under the major head 
'353-~nyment oflo."!ns taken from Geoerral Revenues'. 

(iii) 'the minor head 'Contributions from Railways' (under the major 
head '050-Dividend~ and profits' may comprise the following 
three sub-head!!, instead' of the existing two, viz:-
(a) Gross Contribution~-Current. 
(b) Gross Contributions-Deferred Dividend in respect of the period 

from 197&.79 onwards. 
rc) D~d\lct-\."n )1l1t tran'lferred to 'o49-Interest.' 

(iv) The minor Head 'Dividend to General Revenues' under the Major 
Head '351-Payments to General Revenues' may comprise two sub 
head'!, viz :-
(0) Current Dividend 
(b) D~ferred dividend in respect of the period from 1978-79 

onward,. 
g. The Railway Board may kindly see b~fore the above proposals are rf'f~ned 
.to the offi~ of the Controller General of Accounh/Comptroller and Aud·tor 
o("'~neral ofIndia (Railway Win~). 

Sal- (M.K . .JAIN) 
Deputy Sme,ar:'1 (8-11) 

. Tele. No. 374045 



Ministry ,of Railways (Railway Board)-Shri S.X.N. Nair, Joint Director 
(Finance) 
~------------------------------~-----------------------------------Min. ofFill. DEA U.O. No. F7(23)-B(Ae)!79 dt. 28-5·79 

MINISTRY OF RAILWAYS (RAIL MANTRALAYA) 
(RAILWAY BOARD) 

Ministry of Railways al"fes with the proposal made by Ministry of 
Finance. Payment against (a) deferred dividend for the period from 1978'19 
onwards' and (b~ deferred divide?~ for the periOd prior to 1978-79" would be 
booked.' alODgwltbthe CUlTtnt diVldend under:maJor head 35k-papnent to 
General Revenues. ,rotc of Parliament would'be obtajned' by including these 
two- p:lyments specifically under Grant No. 15-DiVidehd to Gtneral 
Revenues etc. as explained below :-

Grant No. 15 (a)-Dividemt'to General Revenue8. 
(i) Paymt'nt flem Revenues 

(a) Currellt Dividend. 

(b) ,Deferred diWlerd in resIKct of J.lricd 1978"79 oJlward. 

(c) Deferred dividend liability in respect ofpuicd prior to 1978-79 

A.D.A . .J. (Railways) may kincUyconvey their concWTence to thue 
propo$als. 

ADAI (Railways), New Delhi 

Min. of Rlys. U.D.I. No. 78-B-3Io dt. 19.0..79. 

SJ/- (S.K.N. NAIR) 
Jt. Director. Finance (B). 

Rail104Y Board. 19--6-1979 



ANNEXURE-:-5 

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

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

Seen. Whilt; the proposals in paras 6 to 8 of M.F.'s V.O. at pages 
3-5n ante are accept:1ble, the proposal in para 5 (vide portion sidelined 'XX' 
on page 3n of V.O. file) to debit the write off of the balance of Rs. 56 ,48 
crores under tJle major head/minor head '746-Loans to Railways-Loans 
to Railways' to '880 Misc. Governmert Account' is not clear. In t('rms of 
Art. 53 of Account Code Vol. I and aU amounts due to· government which 
are found to be irrecoverable shall be written offfrom the debt head concerned 
to an expenditure head as a loss to Govt'rnmt'nt. 

In the present case, therefore, although the out-standing amount is 
waived by Govcl'llmcJlt, it is felt that in writing off the balance amount waived 
the debit should b(~ affi)rded to an appropriate expenditure head in the civil 
books and not -to "8Bo-Misc. Govt. Account'!. 'OO0-Misc. Govt. Account" 
is to be operated eitber for dosing of heads dORed to Govt. like Revenue heads, 
expenditure heads, capital heads etc. for the purpose of review of balances 
OR fqr write off of amount from heads closed to balance. The latter course 
arise in respect of ~mounts outstanding due to book-keeping errors or cases 
where it is not possible to establish that unreconciled balances/differences are 
either due to book.keeping errors or involve loss or receipt. ' . 

It i. reqlle.ted that the above aspect may kindly'he considered. 

" Sdl· c. G. VENKATESAN 
Admimstratiw OlfiClf' (RLYS) 

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

C.G.A: I1.A. }anpath, New Delhi. 

.A.D.A;I. (RLYS) 0..0. No ........ . RAII/!l.3~7179 Dt. 23-8-79· 
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,AIftNDI¥U 

(Vi", pa.a 3 of1leport) 

~ sIu1wiag "., actiM Wen ~ Go",. Oft tit,; ,ao~ mitttti,. III 1M ji6Jt JlJfort oj Rdlntn ~ 0nnmiIIiII, rglto-
R.I6 of dilliJerul for ;1980-8 I and 19B 1 ~:iIIUI .... ArwiIItzry MIMer' 

SJ. 
No. 

Recx>mmer;dations/O~tions AotiOil takCi\ by GoYCl'!Iment. 

-------------.--.----.------------------------~--,---..... --
[I) (2) tv 
-- --------..-----------.---,--._--_ . ..--.._._ ... ---------:- -------

l. In the absence of the det6i1edmemoranda promised-by the 
Ministry of Rail~ys, tIle,CCitIJmittee zre Wlable toformu-
btt" their views in ~ard/to the R.ate cfDividend payable 
by the Rail~ay Undertaking to the Gener2.l R~enues and 
other Af1cillary Mattera. ~nding their final rec<'tIUIlen-
dations oovering the Sixth Fi\'e Year Plan l'eried (IsBO-&) 
as a whole and subjt'Ct to such adjustments in thf' remain-
in~ yean oftbe Sixth Plan as may be necessary.in the light 
of thrse final reooIIUIlnlilltions, the Committee l)ave no 
(lbj~n to the recomttlcUl&"Uons of the RaUway" Con-
vention Committee (~)7) tbr 1979-80 being generally 
made applkable to the yeal'S IgfIo-8l and 1!)81-82. 

·Ai-Ctpted and implemented. 

~ 
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APPENDIX m 
(Vide para 9 of Introduction) 

- .-------.- .-------
S1. 
No. 

Reference to 
para of report 

Recommendationsiobservations 

---_._-_._-------_.'----, 
(1) 

--------
1 1~ 

2. 17 

(2) (3) 

The Sixth Five Year Plan for the Railways 
was finalised in January, 1981. Although, the 
Ministry of Railways were then aware of the 
resources availa1]le for the Plan period, it took 
them nearly ten months to work out and pre-
pare the tentative forecasts of the financlltl 
prospects of the Railways during the Sixth 
Plan Period. The Committee are unhappy ovel 
this delay on the part of the Ministry of Rail-
waY'. 

The Ministry of Railways should have 
known in October-November, 1981 that it would 
not be possible for them 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 
Inteiim 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 weU before 
the presentation of the Railway Budget. The 
Committee recall that last year also the Interim 
Memorandum was received very lata and they 
were obliged to face a similar situation. _ The 
Committee regret this lapse on·· the part of·· the 
Ministry of Railways aDd hOpe that'lt would not 
be repeated hereafter. '.' 
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(2) (3) 

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 ruth 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 as. 500 crores and 
as. 150 crores respectively; 

(b) in the case of temporary borrowings 
from the General Revenues for meet-
ing the expenditure chargeable to 
Development Fund the rate of interest 
may c!'ntinue 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 prom~t payment); 
and 

(c) 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---$) as a whole. 
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