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IN1'RODUcnON 

I, the Chairman of Railway Convention Committee (1991), having been 
authorised by the Committee to submit the Report on their behalf, present 
tbis Fifth Report on tbe Rate of Dividend payable by the Railway 
Undertaking to the General Revenues and other ancillary matten for the 
financial year 1994-9S. 

2. Dividend to General Revenues upto 1992-93 was paid at 6 per cent 
on the capital invested in Railways excluding Metropolitan Transport 
Projects upto 31.3.80 (inclusive of payment to States in lieu of paueDJer 
fare tax) and 6.S per cent on capital invested thereafter. 

3. Based on an interim memorandum submitted by the Ministry of 
Railways on 24.12.92, the Railway Convention Committee (1991) had, in 
their Third Report, recommended that dividend to General Revenues and 
the subsidy from the General Revenues to the Railways may be computed 
for the year 1993-94 at the rate of 7 per cent on the entire capital invested 
on Railways from the General Revenues irrespective of tile year of 
inveltments. inclusive of the amount that was payable by the RailwaYI to 
General Revenues for payment to States as arant in lieu of pusenaer fare 
til and contribution for wistinl the States for flnancinl Safety Workl 
durina the year 1992·93. 

4. The Miniltry of RailwaYI in consultation with the Miniltry of Finance 
have submitted the Third Interim Memorandum on 12.1.1994 for the 
consideration of the Committee. The Committee at their liulnl held un 
311t lanuary, 1994 conlidered thil Memorandum and recommended that 
the dividend durlna the year 1994~95 may alJo be paid to the Oeneral 
Revenuel at the rat. of 7 percent u an Interim m.uure. The draft Report 
was conslder.d, flnalil.d and adopted at the Iluina of the Committee held 
on 10th Pebruary, 1994. Th. Minutes of the liulnl form Part II of the 
Report. 

5. A Itatement containina recommendationa and conclUllonl of the 
Committee II appended to thil Report at Appendix· IV' . For facility of 
reference these have been printed in thick type in the body of the Report. 

NIWDIUllj 
F,bruary 21, 1994 

Phll/lunll 2. 19B(S) 

(v) 

M. BAGA REDDY 
Chlllrmlln 

R,Illw,IY Conv,ntlOn Commlltll 



REPORT 

In pursuance of the Resolution adopted by Lok Sabha on 16 
September, 1991 and concurred in by Rajya Sabha on 17 September. 1991. 
the Railway Convention Committee (1991) was constituted on 25 
November. 1991 to review the rate of dividend which is at present payable 
by the Railway Undertaking to General Revenues as well as the other 
ancillary matters in connection with the Railway Finance vis-a-vis General 
Finance and to make recommendations thereon. 

2. Dividend to General Revenues upto 1992·93 was paid at 6 percent on 
the capital invested in Railways excluding Metropolitan Transport Projects 
upto 31.3.80 (inclusive of payment to States in lieu of passenger fare tax) 
and 6.5 percent on capital invested thereafter. 

3. Based on an interim memorandum submitted by the Ministry of 
Railways on 24.12.92. the Railway Convention Comrr.ittee (1991) had 
made certain interim recommendations in regard to rak of Dividend for 
the year 1993-94 and other ancillary matters in their Third Report 
presented to Lok Sabha on 23 February. 1993 and laid in Rajya Sabha on 
the same day. The Resolution approving the recommendations made in 
paragraphs 44 to 52 on the Third Report was moved in Lok Sabha on 
30 March. 1993 by the Minister of Railways and was adopted on 31 March. 
1993. 

4. The Railway Convention Committee (1991). in their Third RepoTt, 
gave an interim recommendation that dividend to General Revenues and 
the subsidy from the General Revenues to the Railways may be computed 
for the year 1993·94 at the rate of 7 percent on the entire capital invested 
on RaliwaYI from tho Oonoral Rovenuel Irrolpectlvo of tho yoar of 
investments, inclusive of the amount that was payable by the Railways to 
General Revenues for payment to states as grant in lieu of passenger fare 
tax and contribution for assistinl the States for financing Safety Works 
during the year 1992-93. The Committee also recommended that the 
concessions available to Railways viz. dividend on Residential Buildings, 
New Lines, Subsidies from General Revenues etc. may also be allowed on 
the existing basis provisionally while framing the Budget Estimates, 1993-
94. These interim recommendations were made. pending final recommen· 
dations of Railway Convention Committee on the detailed Memoramdum 
submitted by Ministry of Railways on the subject. 

S. The recommendations contained in the Third Report of the Railway 
Convention Committee (1991) and action taken by Government thereon 
arc at Appendix-I. 
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Guidin, Principle 0/ Rille 0/ Dividend 
6. The fint convention Committee wu set up after independence in 

April, 1949. One of the basic principles enunciated by this Committee wu 
the fixation of definite rate of dividend which included an element of 
contribution to the General Revenues over and above the bare interest 
paid by the Government on the capital provided for Railways. This 
principle wu enunciated on the consideration that in eACnce the ,eneral 
tax payer is the owner and IOI~ share holder of the undertakin,. 
Ctlpital-at-Charge 0/ the /nd14n Railway, 

7. The Capital-at-charae of the Indian Railways has increased from 
RI. 8S0 crores in 19S1-S2 to RI. ~,~7.47 crores in 1998 M (Bud,et 
Estimates). :1-\ I 'i5~r9 ,((r.i ~ -'i'( 

Dividend Paid 
8. The Annual dividend payable to Oeneral Revenues used to be leu 

-( than RI. 100 crores till 31.3.1964 but upto RI. t253 crores in 1993-94 
(Jead ... i •• h"ltel), year-wile detail I are alven In Appendix-II. ThUI, in 
all, the Railways have paid to the Oeneral Revenues OD amount of 
RI. am- crorOl from 19S()'S1 
onwards. This forms of the Capital-at-charle of Rs. i8.26'1;4f crorel. 

~ 21/~ 
Thl propolal ""ardin, Dlvldlnd Payabll 10 a,n".1 RlVln*, I 

9. In their Third Interim Memorandum dated 12.1.1994, the Mlnlltry of 
Railways have made the followinl proposals for the consideration of the 
Committee: 

"The financial performance of the Railways In current year hu not 
been u per the bud,cted expectatlonl. 

Upto the end of September, 1993, thero has been a Ihortfall of RI. ~82 
crorel In earnin.. due to drop in core IIctor trafflc and the pUllnler 
Jl'0wth belnl below the expected level. 

Besides, the cost of borrowlnl from the markot will 10 up. Earlier, tu-
free bonds ulld to be floated with a coupon rate of 9% and thil involved 
payment of 14.5% of leall char,el to Indian Railway Finance Corpora-
tion. In 1993-94. rRPC as per the allocations Jlven by the Plannlnl 
Commlslion, have to raile resourcel from the market both throuJh tu-
free bonds and taxable bonds. Out of Rs. 900 crorol of markot borrowln .. , 
the amount throulh tax-free bonds conttitutOl RI. 550 crorel which will be 
at 10.5% rate of Interelt. The remainln, RI. 350 crarel will be by way of 
tuable bondi, carryln, 16% rato of Intorolt. Increale In the rato of 
InterOlt will result In Increue In the loue charpi to about 20% puttln, 
additional Itrain on the flnancel of the Railways. 

The Plan size of RI. 6500 crorol hu, In view of the abovo financial 
performlD. _n t.ntatlv.ly reducod to RI. 6ZOO crorel. 
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In the context of the above situation and dwindling budgetary support, it 
is necessary tnat the internal resource generation capacity of the system is 
not jeopardised by a high rate of dividend. Till final recommendations on 
the proposals submitted by the Ministry of Railways are recei9ed, it is 
submitted for the consideration of the Committee whether the rate of 
dividend of 7% can be reduced in 1993-94 to the same rate as obtained in 
1992-93. AU the other concessions now available, as listed in the Annexure 
III may also be allowed to continue. So far as 1994-95 is concerned, 
keeping in view the fact that market borrowings can be resorted to only up 
to a limit, being a very costly proposition and that the budgetary support 
may not be forthcoming to the extent needed to sustain an adequate plan 
size, it is for the consideration of the Committee as to whether the 
Ministry of Railways be exempted from payment of any dividend". 
10. In this context, the Ministry of Railways have forwarded the following 
views of Ministry of Finance (Department of Economic Affairs): 

"This Ministry does not agree to the proposal of the Railway Board 
that revised rate of 7% dividend on 'entire Capital inVested as 
recommended by the Railway Convention Committee should not be 
implemented during the current year. This Ministry does not also 
agree that Railways need not pay any divident next year. Centre's 
budgetary provision does not permit these luxuries. Railways should, 
be increasing their operational efficiency and also making suitable 
adjustments of fares and frieghts, pay dividend at least at 7 per cent. 
This rate itself is quite low ~ompared to our current borrowing rates. 

The recommendations made by the RCC(1991) in the third report 
on rate of dividend for 1993-94 and other ancillary matters should be 
accepted by the Ministry of Railways". 

11. Commenting on the observations made by the Ministry of Finance, the 
Ministry of Railways have given the following reasons for reduction of 
existing dividend rate of 7% for 1993·94 to the same rates obtained for 
1992·93 alonwith existing concessions available and exemption from pay· 
ment of any dividend for the year 1994-95: 

"The submission made by the Railways in regard to the dividend 
payable to General Exchequer were made keeping in view the 
financial performance, the social obligations which the Railways have 
to render and the declining budgetary support provided by the 
General Exchequer. The budgetary support which used to be 75% of 
the Plan in the Fifth Plan has gradually declined to 14.8% in the 
current year. The Parliamentary, Sub-Committees appointed have 
recommended the restoration of budgetary support to the level of 
75%. The Fare and Freight Committee, in their report, recently 
submitted, have also indicated that the budgetary support should not 
be less than 1I3rd of the Plan requirements. 
Average rDle of Borrowing 
12. The following table compares the average rate of borrowing with 
the rate of dividend: 
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13. The Committee find from the above table that: 

(i) the rate of dividend rates both for pre- 1964 and post-1964 were higher 
than the average borrowing rates of the Government up to 1969-70. 

(ii) From 1970 onwards the average borrowing rates became higher than 
the rate of dividend rate of pre-1964 capital but remained below the 
dividend rate of 6% for post-1964 capital till 31st March, 1980. 

(iii) From 1980-81 the average borrowing rate crossed the limit of 6 per 
cent and from 1982-83 the average borrowing rate became much 
higher than the present rate of dividend of 7 per cent. 

(iv) The average rate of borrowing for the year 1983-84 was 7% and 
since then it has gone upto ~(~) for the year 1994-9, 

If·\e 
Depreciation Reserve Fund 

14. Appropriation to the Depreciation Reserve Fund has been progres-
sively stepped up during the last few years with a view to accelerate the 
pace of replacements/renewals of overaged assets. While approving the 
recommendations of the Railway Ministry regarding Contribution to 
Depreciation Reserve Fund, in the Budget for 1993-94,. the Railway 
Convention Committee (1991) had, in their Third Report, ohserved as 
under:-

"The Committee note that the balance in the Depreciation Rcserve 
Fund is expected to be about Rs. 1,163 cr. at the end of the current 
year (1992-93). The Working Group of the Ministry of Railways is 
reassessing and revaluing the cost of assets held by the Railways for 
reviewing the amount of contribution to the Depreciation R~serve 
Fund for subsequent years. However, it is considered essential that 
the increasing levels of contribution to the fund be maintained as 
hithertofore so that tl:te Railways may have an adequate financial 
base for meeting the substantial volume of replacements and 
renewals that are to be carried out during the VIII Plan period. The 
Committee, therefore, agree with the proposals of the Ministry of 
Railways that the contribution to Depreciation Reserve Fund from 
General Revenues to stepped up to Rs. 2,400 cr. in 1993-94 subject 
to adjustments ke~ping in view the size of the Annual Plan, that 
may be finally fixed and the capacity of the system of generate 
internal resources." 

15. For 1994-95, the Ministry of Railways have suggested to the 
Committee as under:-

"The shortfall in earnings due to less than anticipated growth of 
passenger traffic and traffic from core sectors not materialising, has 
necessitated downward revision in the Plan size from Rs. 6,500 
crores to Rs. 6,200 crores. Out of this reduction of Rs. 300 crores, 
the reduction in withdrawals from DRF is of the order of Rs. 235 
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crorej. It is accordingly propose to appropriate to DRF only 
Rs.<1100 crores instead of the budgeted figure of Rs. 2400 crores in 
the year 1993-94. The balance in the Depreciation Reserve Pund at 
the end of 1993-94 will stiJIbe more than Rs. 1,100 crores. In case 
there is a further reduction in withdrawals from DRF, a correspond-
ing reduction in appropriation to DRF will be made. 

The contribution to DRF for the year 1994-95, will have to be 
higher than that for 1993-94 on account of the new assets added and 
the element of inflation. It is suggested that the contribution to the 
FfJnd in 1994-95 may be kept at Rs. 2,700 cr., subjcct to minor 
adjustments keeping in view the size of the Annual Plan finally fixed 
and the \capacity of the system to generate internal resources. For 
subsequent\years, the recommendations of RCC (1991) may await 
the results <\f t~ review by the Working Group referred above." 

16. In this regard. the,' Ministry of Finance (Department of Economic 
Affairs) have made the follo~ing observations:-

"As regards Depreciation Reserve Fund and Pension Fund. Rail-
ways need not obtain approval for any specific amounts from the 
RCC. RCC may be informed that contributions will be made 
depending on the aCtual expenditure requirements from these funds 
in 1994·95." 

17. Commenting on the observations made by the Ministry of Finance, 
the Ministry of Railways have statcd:-

"Ministry of Railways are, however, in agreement: with the views of 
the Ministry of Finance 'that Railways need not obtain RCC's 
approval for any specific amount to be contributed to Depreciation 
Reserve Fund and Pension Fund during 1994·95." 

18. However, in regard to Contribution to DRF, RCC (1991) in thcir 
First Report on Rate of Dividend for 1992·93 and other ancillary matters 
had recommended that 'in view of escalation of cost of assets held by thc 
Railways, the same must be reassessed and revalued by an Expert 
Committee and results submitted to this Committee as early as possible.' 

19. On this issuer the Ministry of Railways in their Action Taken Notes 
on the First" Report of RCC (1991). had submitted the following:-

"A working group comprising 6 Executive Directors of the Railway 
Board. drawn from various E.ailway Disciplines such as Finance! 
Aceounts, Civil, ~cctrical, Mechanical. Signal and Telecommuni-
cations, Engineering has been constituted to reassess and revalue 
the cost of assets hcld by the Railways as on 1st April. 1992. 

The Working Group is expected to submit its Rcport by June, 
1993. The Report of the Working Group will be examined and 
submitted for Committee's consideration." 
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Pension Fund 
20. The Railway Convention Committee (1991), in their Third Report, 

approving the recommendation of the Railway Ministry regarding contribu-
tion to be made to Pension Fund in 1993-94, had recommended as 
under:-

"The Committee note that the balance in the Pension Fund is 
expected to be about Rs. 382 cr. at the end of the current financial 
year. The Committee agree with the proposal of Ministry of 
Railways that the contribution to Pension Fund may, as part of the 
working expenses, be enhanced to Rs. 1,500 cr. in f993-94 subject 
to minor adjustments keeping in view the likely increase in the 
number of penSioners and additional Dearness Relief. Any excess of 
contribution to and over withdrawals from the Pension Fund may be 
reckoned towards internal resource generatioh for the Railway 
Plan. " 

21. In this regard, the Ministry of Railways have submitted:-
"Keeping in view the above recommendations, the appropriation to 
Pension Fund has been kept at Rs. 1,500 cr. in 1993-94. The 
appropriation to Pension Fund in the year 1992-93 was Rs. 1200 cr. 
The balance in the Fund at the end of the current year is expected 
to be around Rs. 276 cr. 

It is submitted for the consideration of the. Committee that the 
contribution to Pension Fund may be enhanced to Rs. 1,690 cr. in 
1994-95, keeping in view the increase in the number of pensioners, 
the pensions being increased w'ith each DA instalment and merger 
of part of OA with pay for the purpose of OCRG. This contribution 
to the fund will be subject to minor adjustments, keeping in view 
the likely withdrawals and the financial position of the Railways." 

Development Fund (DF) 
22. The Ministry of Rdilways in their Interim Memorandum stated as 

follows:-
"This fund is used for meeting expenditure on 

i) Passengers and users' amenities; DF I 
ii) Labour welfare works; OF II 

iii) Unremunerative operating improvements; OF III 
iv) Safety Works OF IV 

From out of the excess of revenue over the total working expenses 
after clearing in full the dividend liability, the amount require~ for 
the above is credited to this Fund. 

In a year where the amount is not sufficient, the Railways borrow 
money from the General Revenues. This money together with the 
interest thereon has to be repaid." 
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Capita.! Fund 

23. This is a new Fund created with effect from 1992-93. 

The Railway Convention Committee (1991), in their Third Report, 
approving the proposal of the Railway Ministry to create a new fund i.e., 
Capital Fund. had recommended as under:-

"The Committee note the Ministry of Railways now propose to 
create a new fund, the Capital Fund, to which all surplus left after 
payment of dividend and appropriation to Development Fund etc. are 
to be credited and this Fund would be used to finance capital works 
on th~ Railways. 

The Committee further note that in Budget Estimates for 1992-93, 
an excess of Rs. 563.54 crores has been projected and with the 
creation of Capital Fund. the amount of Rs. 136.72 crores kept for 
Plan Finance will be put into Capital Fund. Agreeing with the 
proposal of Ministry of Railways for creating the new Capital Fund, 
the Ministry of Finance have stated that this Fund may be financed 
only from internally generated resources of the Railways and not 
from budgetary support provided by the General Exchequer. The 
Committee endorse the views expressed by the Ministry of Finance 
and advised of Railways that this fund should be used to finance 
capital works only and not for improving the general ways and means 
position of the Government." 

24. In this context. the Ministry of Railways have now submitted as 
follows:-

"The balance of excess after meeting Development Fund requirement 
will be credited to the Capital Fund." ,.. 

Interest on Railway Funds and Loan to Development Fund 
, 

25. In para 50 of their Third Report, the Railway Convention Commit-
tee (1991) had recommended as undcr:-

"The Committee recommend that the balances in the various 
Railway Funds (other than Development Fund) may carry the same 
rate of interest as the rate of dividend. and the rate of interest on 
the balance in Development Fund may be the same as the rate of 
interest on loan from General Revenues for Development Fund 
works for the purpose of Budget Estimates for 1993-94." 

26. In this regard. the Ministry of Railways have submitted the following 
for consideration of the Committce:-

"It is suggested that these recommendations of RCC may be made 
applicablc for 1994-95 as well." 
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RECOMMENDATIONS 

17. The Committee have duly considered the view point put forward by 
the Ministry of RaUways In support of tbelr contention that the rate of 
dividend of 7 percent for the current year be reduced to the same rate as 
obtained In the year 1991·93. Since this rate Is already lower than the 
current rate of borrowing, they see no Justlncatlon In revising tbelr earHer 
recommendation. The Committee recommend that the dividend to the 
General Revenues for the current year i.e. 1993·94 may be paid at the rat~ 
of 7 percent as already recommended by them In their 3rd Report (lOth 
LS). The Committee are surprised to note that for the year 1994.95, the 
Railways have pleaded total exemption from the payment of dividend on the 
grounds of dwindling budgetary support and dimculties being experienced 
In raising market borrowings. They are, however, ~convlnced that the 
RaUways have not taken due care In the previous years to economize In 
various areas; with the result that there- is still sumcient scope left to effect 
further economy and Improve their operatlopal emciency. They, therefore, 
recommend that dividend during the year 1994-9! may also be paid to the 
General Revenues at the rate of 7 percent as an Interim measure on the 
entire capital Invested on the Railways, irrespective of year of Investment, 
inclusive of the amount that was payable by the Railways to the General 
Revenues for payment to States as grant in lieu of passenger fare tax and 
contribution for assisting the States for financing safety works during the 
nnancial year 1993·94. 

28. All other concessions now available viz. dividend on residential 
buildings, new lines, subsidies from General Revenues etc. may provision· 
ally be allowed to continue on the existing basis while framing Budget 
Estimates for 1994·95. 

19. The Committee note that an observation has been made by the 
Ministry of Finance and Railways that as regards Depreciation Reserve 
Fund and Pension Fund, Railways need not obtain approval for any specinc 
amount from the Railway Convention Committee. In view of the very fact 
that the function of the CommUtee is not unly to review tbe rate of dividend 
which is at present payable to General Revenues but also suggest the level of 
appreciation in various funds of Railways, they, therefore, do not agree 
with the contention of the Ministry of Railways and Finance. 

30. The Committee note that the balance in the Depreciation Reserve 
Fund (DRF) Is expected to be more than Rs. 1,100 cr. at the end of the 
current year (1993·94). Though the Ministry of Railways have submitted 
that for subsequent years, the recommendations of RCC (1991) may await 
the results of the review by the Working Group constituted to reassess ami 
revalue the costs of assets held by the Railways, the Committee are 
surprised to note that in their Action Taken notes on the recommendations 
contained In the First Report of RCC(l991) on Rate of Dividend "for 1991·93 
and other ancmary maUers, the Ministry of Railways had stated that the 
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above 'Working Group Is expected to submit Its Report by June 1993'. 
Though more than six months have elapsed, the Committee are yet to 
receive any communication on the same. The Committee, therefore, desire 
that the Ministry of Railways should ask tbe Wor:klng Group to expedite 
their Report. However, keeping In view the ne~ assets added and the 
element of InOatlon, the Committee agree with the proposal of Ministry of 
Railways tbat the contribution to the DRF may be stepped upto Rs. 2700 
crores, subject to minor adjustments in view of the size of the annual Plan 
Onally Oxed and the capacity of the system to generate Internal resources. 

31. The Committee note that the balance In the Pension Fund Is expected 
to be about Rs. 276 crores at the end of the current Onanelal year. The 
Committee agree with the proposal of the Ministry of Railways that the 
contribution to Pension Fund may be enhanced to Rs. 1,690 cr. In 1994·95 
keeping In view the Increase In the number of pensioners, the pensions being 
Increased with each DA instalments and merger of part of DA with pay for 
the purpose of DCRG. However, the contribution to the fund will be subject 
to minor adjustments keepln& In view the likely wlthd'rawals and the 
Onaneial position of the Railways. 

32. The Committee note that with the abolition of RRF and ACSPF In 
1993·94, the scope and purview of Development Fund has been enlarged. 
Therefore, the Committee feel that in their action taken note, the Ministry 
of Railways should have apprised them about the amount that will be 
credited to this Fund at the end of the current nnanclal year. 

33. Similarly, with regard to the new Fund created with elTed from 
1991·93-the Capital Fund, to which all surplus left after payment of 
dividend and appropriation to Development Fund, etc. are to be credited 
and which in turn would be used to nnance CapUal Works on the Railways, 
the Committee feel that. the Ministry of Railways, In their Action Taken 
Note, should have also apprised them about the amount that has been 
credited to this Fund after the current Onanelal year. 

34. Lastly, the Committee do not see any logic in modifying the 
principles governing interest In various Railway Funds and therefore 
recommend that the balances In the various Railway Reserve Funds (otber 
than Development Fund) may carry the same rate of Interest as the rate of 
Dividend. The rate of interest on the balance in Development Fund may be 
the same as the rate of interest on loan from General Revenues for 
Development Fund Works for the purpose of Budget Estimates for 1994·95. 

35. Keeping in view the hlah Interest rate, the Committee feel that it 
would not be possible for the Railways to resort to market borrowlllls 
during 1994·95. They, therefore, recommend that the budgetary support 
which has come down from 75 per cent in the V Plan to 14.8 per cent in the 
current yen need to be increased substantially. The Committee, therefore, 
desire that the Ministry of Finance and the Plannlna Commission should 
look into this aspect. 
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36. The Committee further recommend that the Railways should also be 
properly compensated for carrying the social burdens on the baSis of fresh 
study carried out In this regard. 

NEW DELHI; 
February 21, 1994 

Phalguna 2, 1915(S) 

M. BAGA REDDY 
Chairman, 

Railway Convention Committee. 
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APPENDIX I 
(Vide para 5) 

Statement showing the recommendations contained in the third report of the 
Railway Convention Committee (1991) on rate of dividend for 1993·94 and 

other ancillary maners and action taken thenon 
Recommendation No. 1 (Para 44) 

After considering the arguments given by the Ministry of Railways and 
the Ministry of Finance and also keeping in view the average borrowing 
rate the Committee recommend. purely as an interim measure. that for the 
year 1993·94. dividend to General Revenues may be paid at 7% on the 
entire capital invested on Railways from the General Revenues. irrespec· 
tive of year of investments. inclusive of the amount that was payable by 
the Railways to General Revenues for payment to States as grant in lieu of 
passenger fare tax and contribution for 8~<sting the' States for financing 
safety works during the financial year 1992-93. 

Reply of the Government 
The Recommendation of the Committee has been accepted for 

implementation in the Railway Budget for 1993-94(RE). 
Recommendation No. 2 (Par. 45) 

All other concessions now available viz. dividend on residential build-
ings, new lines. subsidies from General Revenues. etc. may provisionally 
be allowed to continue on the existing basis while framing Budget 
Estimates for 1993·94. 

Reply or the Government 
The Recommendation of the Committee has been accepted for 

implementation in the Railway Budget for 1993-94(RE}. 
Recommendation No. 3 (Par. 46) 

The Committee note that the balance in the Depreciation Reserve Fund 
is expected to be about Rs.1163 crores at the end of the current .year 
(1992-93). The Working Group of the Ministry of Railways is reasses-sing 
and revaluing the cost of assets held by the Railways for reviewing the 
amount of contribution to the Depreciation Reserve Fund for subsequent 
years. However. it is considered essential that the increasing levels of 
contribution to the Fund be maintained as hithertofore so that the 
Railways may have an adequate financial base for meeting the substantial 
volume of replacements and renewals that are to be carried out during the 
Eighth Plan period. The Committee, therefore. agree with the proposals of 
the Ministry of Railways that the contribution to Depreciation Reserve 
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Fund from General Revenues be stepped up to Rs. 2400 crores in 1993-94 
subject to adjustments keeping in view the size of the Annual Plan, that 
may be final1y fixed and the capacity of the system to generate internal 
resources. 

Reply or tbe Government 
The Recommendation of the Committee has been accepted and 

implemented in the'Rai1way Budget for 1993-94. 
Recommendation No. 4 (Para 47) 

The Committee note that the .balance in the Pension Fund is expected to 
be about Rs. 382 crores at the end of the current financial year. The 
Committee agree with the proposal of the Ministry of Railways that the 
contribution to Pension Fund may as part of the working expenses, be 
enhanced to Rs. 1500 crores in 1993-94 subject to minor adjustments 
keeping in view the likely increase in the number of pensioners and 
additional Dearness Relief. Any excess of contribution to and over 
withdrawals from the Pension Fund may be reckoned towards internal 
resource generation for the Railway Plan. 

Reply of the Government 
The Recommendation of the Committee has been accepted and 

implemented in the Railway Budget for 1993-94. 
Recommendation No. 5 (Para 48) 

The Committee note that the balance in Revenue Reserve Fund as on 
31.3.1992 was Rs. 67 lakhs and that there has been a steady accretion of 
Rs. 3 lakhs annually to this fund. Most of the accretion is on account of 
interest on balance in the Fund. As with the introduction of the Deferred 
Dividend liability the system of borrowing money from the General 
Revenues to meet the Dividend liability in full has been dispensed with 
since 1978, the Revenue Reserve Fund seems to have lost its utility. The 
Committee, therefore, agree with the suggestion of Ministry of Railways, 
as also concurred in by the Ministry of Finance, that the Revenue Reserve 
Fund may be abolished immediately and balance may be credited to 
Developmellt Fund. 

Reply of the Government 
The Recommendation of the Committee has been accepted and 

implemented in the Railway Budget for 1993-94. 
Recommendation No. 6 (Para 49) 

Similarly. with regard to I\tcident Compensation, Safety and Passenger 
Amenities Fund (ACSPF), the Committee feel that by charging the 
incidence of accident compensation directly to revenue and by clubbing the 
portion of expenditure of certain specific amenities for users of Railway 
transport under ACSPF with Passengers and users' Amenities under 
Development Fund 9 (DF-I), the basic purpose of creating this fund can 
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still be fulfilled. These amendments wiJI help the Railways in accumulating 
aU the expenditure on passenger and other amenities under single head of 
allocation and shan also result in avoiding overlapping. However. the 
Committee are of the view that the expenditure on Safety works which is 
generany of unremunerative nature, can be allocated to a separate new 
head under Development Fund as DF·IV. DF·II and DF·III are created to 
meet the expenditure on labour welfare works and unremunerative 
operating improvements respectively. The Committee hope that with the 
abolition of RRF and ACSPF the scope and purview of Development 
Fund wiJI automatically get enlarged. 

Reply of the Government 
The Recommendation of the Committee has been accepted and 

implemented in the Railway Budget for 1993·94. 
Recommendation No. 7 (Para 50) 

The Committee note that the Ministry of Railways now propose to 
create a new fund. the Capital fund, to which all surplus left after payment 
of dividend and appropriation to Development Fund etc. arc to se credited 
and this Fund would be used to finance capital works on the Railways. 

Reply of the Government 
The Recommendation of the Committee has been accepted and 

implemented in the Railway Budget for 1992·93(RE) and for 1993·94. 
Recommendation No.8 (Para 51) 

The Committee further note that in the Budget Estimates for 1992·93. 
an excess of Rs. 563.54 crores has been projected and with the creation of 
the capital fund. the amount of Rs. 136.72 crores kept for Plan Finance 
will be put into Capital Fund instead of appropriating it to Development 
Fund. Agreeing with the proposal of Ministry of Railways for creating the 
new Capital Fund. the Ministry of Finance have stated that this Fund may 
be financed only from internally generated resources of the Railways and 
not from budgetary support provided by the General Exchequer. The 
Committee endorse the views expressed by the Ministry of Finance and 
advise the Ministry of Railways that these funds should be used to finance 
capital works only and not for improving the general ways and means 
position of the Government. 

Reply of tbe Government 
The Recommendation of the Committee has been accepted and 

implemented in the Railway Budget 1992·93(RE) and !or 1993·94. 
Recommendation No. 9 (Para 52) 

The Committee do not see any logic in modifying the principles 
governing interest on various Railway Reserve Funds and therefore 
recommend that the balance in the various Railway Reserve Funds (other 
than Development Fund) may carry the same rate of interest as the rate of 
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Dividend. The rate of interest on the balance in Development Fund may 
be the same as the rate of interest on loan from General Revenues for 
Development Fund Works for the purpose of Budget Estimates for 
1993·94. 

Reply or tbe Government 
The Recommendation of the Committee has been accepted for 

implementation in the Railway Budget for 1993·94(RE). 



APPENDIX U 
(Vide para 8) 

The table showing dividend paid, dividend payable, shortfall in payment 
of dividend transferred to deferred dividend liability and payment of 
deferred dividend: 

(in Crores of RI.) 

Year Dividend Dividend Shortfall in Payment of 
paid payable payment of deferred 

Dividend dividend 
transferred to 
deferred divi-
end liabilities 

1 2 3 4 5 

1950-51 32.51 32.51 
1951-52 33.41 33.41 
1952-53 33.99 33.99 
1953-54 34.36 34.36 
1954-55 34.96 34.96 
1955-56 36.12 36.12 
1956-57 38.16 38.16 
1957·58 44.40 44.40 
1958-59 50.39 50.39 
1959-60 54.43 54.43 
1960-61 55.86 55.86 
1961-62 75.35 75.35 
1962-63 81.26 81.26 
1963-64 95.95 95.95 

Total 701.15 701.15 

1964·65 104.93 104.93 
1965·66 116.28 116.28 
1966-67 132.39 132.39 
1967-68 141.53 141.53 
1968-69 150.67 150.67 
1969-70 156.39 IS6.39 
1970-71 164.57 164.51 
1971-72 151.24 151.24 
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1 2 ~ 4 3 

1972-73 161.51 161.51 
1973-74 170.92 170.92 
1974-75 187.47 187.47 -
1975-76 198.14 198.14 
1976-77 209.05 209.05 
1m-7S 226.56 226.56 
1978-79 224.16 341.75 117.59- 1.98 
1979-SO 227.29 293.53 66.24 0.43 
1980-81 127.49 325.36 197.87 

2850.59 3232.20 381.70 2.41 

1981-82 356.47 356.47 2.52 
1982-83 435.98 435.98 71.95 
1983-84 378.95 423.70 44.75 
1984-85 270.10 465.69 195.59 
1985-86 507.04 507.04 116.73 
1986-87 578.85 578.85 
1987-88 638.86 638.86 
1988-89 715.66 115.66 
1989-90 808.81 808.81 
199Q-91 926.14 926.14 11.97 
1991-92 1031.48 1031.48 
1992-93 1146.00 1146.00 74.47 

\"'~'''';' 
1993-~ ia5s88 
14Q\t-Qs(At) y~ 

I "i.~6 
125 .e6"~~-

~ u. ~ . 
Total 9054.86 9295.20 240.34 619.63 

Grand Total 12606.60 13228.64 622.04 622.04 

@. This includa ao RI. 117.S9 cmrel ill respect of deferred dividend .. explained above. 
• Balance of OIIl1ta1ldin, IOIIn due form R.uft,. Revenues to Oeneral Revenues (pro¥llion-

IlIyauellCd RI. 122.19 crore. but later reviled to RI. 111.59 croru .. per CAAO'. repon 
1978-19 (Indian Oovt. Railways), treated .. "Deferred Dividend Liability" In terms of 
Para 18(1) of ,til Report of RCC (1977). 
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APPENDIX m 
(Vide para 9) 

The rate of dividend on tbe Capital-at-charle of the Railways and reliefl 
in dividend and by way of subsidy bued the interim recommendations of 
the Railway Convention Committee (1991) applicable for 1993-94 are u 
under:-
I. Dividend 

The rate of dividend is 7 per cent on the entire Capital invested on the 
Railwayl irrelpective of the year of investment and inclusive of the amount 
that wal payable by the Railways to the General Revenues for payment to 
Statel u arant in lieu of panen,er fare tax and contribution for wistinl 
the Statel for financin,lafety works durin, the financial year 1992-93. Tho 
amount payable on tbiJ account to the Ooneral Revenuel wu RI. 23.12 
crorel in 1992-93. 

No dividend is payable on capital expenditure on Metropolitan Tran .. 
pon Projectl and unremunerative Itrate,lc Iinel. The annual lou in the 
workin, of luch Iinel is to be borne by Oeneral Revenuel and If the 
workinl of thelO IInel leavel a lurplul it mould be tranaferred to Oeneral 
Revenuel (upto the Iovel of normal dividend). 
II. Sublidy from G,,,,,,,I Rn,nUlI 

Capital IDvelted in the followln, calOl quallfiel for lublldy from the 
Oener.al Revenuel to the extent of the dividend calculated at the rates 
lpeclfied abovo: 

(a) Stratollc lines. 
(b) 28 now Iinel takon up on or Itter 1.4.1955 on other than financial 

conllderationl. Dividend becomel payable If any line becomOl 
remunerative Idoptlnl the marllnal COlt principle. 

The arranlement is to be applied allo to the two National 
Inveltment. "tl. Jammu-Kathua and Tlrunolvell-Kanyakumarl-
Trivandrum line. 

(c) Northealt frontlor Railway (Non-Itratellc portion). 
(d) Unremunerative Branch Iinel lubject to tholr unromuneratlvone. 

boln, e.tlblishod on the mar,lnal COlt principle in each cue 
throu,h an annual review of their financial relultt 

(e) The Ore Linea between Bimll,arh-Kirlburu and Sambalpw-
Tltlalar. 

(f) Ferriea and Welfare buUdlnp. 
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(g) 50% of the capital invested on all works in the current year and in 
the two previous yean, excluding capital invested in strategic 
lines. Northeast Frontier Railway (Commercial). Ore Lines, 
Iammu-Kathua and Tirunelveli-Kanyakumari·Trivandrum Lines, 
Ferries and Welfare buildinp and unremunerative branch lines 
which qualify in full for subsidy. capital invested in new lines on 
which the dividend payable is deferred during the period of 
construction and the first five year after opening of the lines for 
traffic. and the capital cost of line wires taken over from the P&T 
Department. 
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PART n 
MINUTES OF TIrE 43RD SmING OF THE RAILWAY 

CONVENTION COMMI11'EE HELD ON 10TH FEBRUARY. 1994 

Forty-third sittin, of the Railway Convention Committee was held on 
Thursday, the 10th February. 1994 in Committee Room 'C' in Parliament 
House Annexe from 1500 to 1600 hours. 

The following Members were prescnt:-

Shri M. 8aga Reddy - Chairman 
Lok Sabha 

2. Shri Saifuddin Choudhury 
3. Shri Gurudas Vasant Kamat 
4. Shri Ram Naik 
5. Shri Rajvir Singh 
6. Shri Lokanath Choudhury 

Rajya Sabha 

7. Shri Pramod Mahajan 
8. Shri Ramsinh Rathwa 
9. Chowdhry Hari Singh 

10. Shri P. Upendra 

SECRETARIAT 

1. Shri Murari Lal - Joint Secretary 
2. Smt. P. K. Sandhu - Deputy Secretary 
3. Shri S. 8. Arora - Committee Officer 

2. The Committee took up for consideration the foUowing draft 
Reports:-

(i) ••• ••• ... 

(ii) Draft Report on Rate of Dividend for 1994·95 and other ancillary 
matters. 

3. The Report was adopted subject to the amendments/modifications 
given in Annexure. 

4. The Committee also authorised the Chairman to make other 
consequential changes arising out of factual verification by the Ministry of 
Railways. 

The Committee then adjourned. 
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ANNEXURE 

AMENDMENTSIMODIFICATIONS MADE BY .THE RAILWAY 
CONV,ENTION COMMITrEE IN THE DRAFI' REPORT ON RATE 
OF DIVIDEND FOR 1994-95 AND OTHER ANCILLARY MATTERS 

4 
7 

9 
13(Ui) 

3 
4 

For RtlJd 

RI. 4.82 crores RI. 4.82 crores 
6.S per cent 7 per cent 

For the existin, paraaraph 27 substltutt 
The Committee have duly considered the view 
point put forward by the Ministry of Railways 
in .upport of their contention that the rat. of 
dlvld'end of 7 per cent for the current year be 
reduced to the .ame rate u obtained In the year 
1992-93. Since this rate is already lower than 
the current rate of borrowin,, they lee no 
JUitification in rovisin, their earlier recommen-
dation. The Committee recommend that the 
dividend .to the '"Ooneral Reven~ea for the cur-
rent year 1.1. 1993-94 may be paid at the rate of 
7 percent .1 already recommended by them in 
their 3ra Report (10th LS). The Committee are 
lurprilOd to note that for the year 1 ~-95 the 
RailwaYI have pleaded total exemption from the 
payment of dividend on the JI'Oundi of dwlndl-
in, bud,etary IUPport and dlfflcultlea beln, 
experienced in railln, market borrowln ••. They 
are, however, convinced that RaUway. have not 
taken due care in the previoul yean to 
economize In varioul area.; with the reault that 
there II .tlll lufflclent lCOpe left to effect further 
economy and Improve their operational efficien-
cy. They, therefore, recommend that dividend 
durin, the year 1994-95 may allO be paia to the 
Oeneral Revenull at the rate of 7 per cent al 
an Interim mea.ure on the ontlr. capital in-
velted on the Railways, Irrespective of year of 
IDvfltm,nt, inclullve of the ID10UDt 'hit w. 
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Page No. Para No. Line For 

payable by the Railways to·the General 'Re-
venues for payment to States u grant in lieu of 
passenger fare tax and contribution for assisting 
the States for financing safety works during the 
financial year 1993-94. 
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