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INTRODUCTION 

I, the Chairman of Railway Convention Committee (1989) having 
been authorised. by the Committee to submit the Report on their 
behalf present this First Report on the Rate of Dividend payable 
by the Railway Undertaking to the General Revenues and other 
Ancillary Matters for the financial year 1990-91. 

2. Based on an Interim Memorandum submitted by the Ministry 
of Railways on 14 January 1988, the Railway Convention Committee 
(1985) had made cert.ain recommendations in regard to rate of 

dividend for the year 1989-90 and other ancillary matters in their 
Thirteenth Report. Consequent on the dissolution of the Eighth 
Lok Sabha in November, 1989. that Committee became fu1LCttl.B officio 
8nd they could not give their final recommendations. 

3. The Ministry of RailwaY'S have stated that memorandum on 
the financial aspects of Railway Working will be submitted in due 
course in consultation with the Ministry of Finance. In the mean-
time, they have furnished an Interim Memorandum on Dividend 
payable by Railways to General Revenues, contribution to the Rail-
way Depreciation Reserve Fund, Railway Permion Fund etc. for the 
year 1990-91 for the consideration of the Committee. The Com-
mittee considered the memorandum on 12 March 1990. The Report 
of the Committee was also adopted on the same day. Minutes of 
the sitting of the Committee form Part-TI of the Report. 

4. The Committee wish to express their thanks to the Ministry 
of Railways (Railway Board) for placing before them all the infor-
mation and material in connection with the examination of the St1~ 
ject. I 

5. A statement of the recommendations of the Committee con-
tained in this Report is at Appendix III. 

NEW DELHI; 

March 12, 1990 
Phalguna 21, 191r (8) 

HARI KISHORE SINGH 

Chairm.tm. 
Railway C<m"efttion Committee. 

(v) 



"REPORT 

'In pursuance of the Resolution adopted by Lok Sabha on • 
IDecember 1989 and concurred in by Rajya Sabha on 29 December 
1989, the Railway Convention Committee, 1989 was constituted on 
~ February 1* to review the rate of dividend. which is at present 
-payable by the Railway Undertaking to General Revenues as well 
as other ancillary matters in connection with the Railway Finance 
'vis-a-vis the General Finance and make recommendations thereon. 

2. Based on an interim memorandum submitted by the Ministry 
,of Railways on 16 January 1989, the Railway Convention Committee, 
1985, had made certain recommendations in regard to rate of divi-
dend for the year 1989-90 and other ancillary matters in their Thir-
teenth Report presented to Parliament on 22 February 1989. The 

"Resolution approving the recommendations made in paragraphs 9 
to 12 of the Thirteenth R.eport was moved in Lok Sabha on 17 March 
1989 by the Min'ster for Railways and was also adopted on that day. 

3. The recommendations contained in the Thirteenth Report and 
'action taken by Government thereon are indicated in Appendix I. 

4. 'The Thirteenth Report of the Railway Convention Committee. 
1985, contained the Committee's interim recommendations on the 
Rate of Dividend for 1989-90 and other ancillary matters. The divi-
dend during the years 1985-90 wB:s also paid on the basis of interim 
recommenoations of the Committee. Consequent on the dissolution 
of the Eighth Lok Sabha in November, 1989, that Committee became 
.functus Officio and they could not giVe their final recommendation';, 

5. The Ministry of Railways have stated that Memorandum on the 
financial aspects of Railway working will be submitted to the Com-
mittee in due course in consultation with the Ministry of Finance. 
1n the meantime, they have furnished an interim memorancium fa!" 
the considsration of the Committee. 

DIVIDEND PAYABLE TO GENERAL REVENUES 

fl. The Ministry of Railways have made the following proposaLe; 
1m' the consideration of the Committee: 

"Dividend to General Revenues is at present being paid at 
6 per cent on the capital invested on Railways excluding 
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Metropolitan Transport Projects up to 31-3-1980 (inclusive-
of payment to States in lieu of passenger fare tax etc.). 
and 6·5 per cent on capital invested thereafter. 

This Ministry's proposals on the rate of dividend applicable-
during the 8th Plan v:z., 1990-91 t.o 1994-95 will be sub-
mitted in due course. Pending the final recommendations 
of the Comhlittee, it is proposed for their consideration 
whether the present rate of dividend, that' is. 6.5 per CC:1t 

on the fresh capital investment may, provisionally, be-
adopted for the year 199()"91 also as was agreed to for the-
year 1989-90. All the other concessions now avai' able, 
as listed in the Appendix-II may also be allowed to con-
tinue in the meantime." 

DEPRECIATION RESERVE FUND 

7. The Railway Convention Committee (1985) in their Thirtzanth' 
Report, approving the recommendation of the Minist.ry of Railways 
regarding contribution to be made to Depreciation Reserve Fund in· 
19d9-90, had observed as under: 

"The Committee also recommend that the contribution tG' 
Depreciation Reserve Fund from Revenue may be pro-
vided at Rs· 1715 crores in 1989-90 so as to ensure adequate· 
internal generation of revenue to finance plan eKpenc'li_ 
ture for 19a9-90". 

In this connection, the Ministry of Railways huvc propose1 t.. the' 
Committee as follows: 

.. 
r: 

"The appropriation to the Fund during tM past few years has' 
been stepped up progressively keeping in view the higher 
outlay 011 replacement/renewals. The contribution to DRF 
has been increased from Rs. 920 crOTes in 1985:..86 to R!. 
1715 ~rores in tlie current year. The withdrawals have 
also progressively increased from Rs. 981.48 crores in 
1985-86 to Rs. 1489 cro~ in 1989-90. The annual Rail-
warp~n fo,r, 1~0-~1 is.,under fin~1isation in consultation' 
With the Ministry of Fth.'ance and the Planning Commis-
sion. The balance in the. Fund is expp.cteti to be about 
Rs. 804 crOres at the enclof the current year. HowE'veY:'p 
it is considered essential tJlat the increasing levels of con-
tribution to the Fund to be maintained. !iiO that the Rail:.. 
ways may have an adequate financial base for meetin~ the'" 
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substantial volume of replacements aDd renewals that are 
to be carried out in the course of the VIII Plan periocL" 

The Ministry have also proposed that the contribution. to Depr~Cl 
ation Reserve Fund .from Revenue may be provided at Rs. 1950 crore& 
in 1990-91 subject to minOr adjustment keeping in view the reqUIre-
ment of resources for the Annual Plan 1990-91. 

PENSION FUND 
8. The Railway Convention committee (1985) in their 1'hirteenth 

Report, approving the recommendation of the Railway MiniStry re-
garding contribution to be made to Pension }I'und in 1989-90, had 
observed: 

"The Committee are concerned to note that during the past few 
years, the Withdrawals from the Pension Fund have ex-
ceeded the contribution resulting in reduction in balances 
in the Fund. The closing balance in the Pen!-lion FUnd 
whi<:h was Rs. 432.26 crores in. 1984-85 was reduced to 
Rs. 208.02 crores in 1987-88. The Committee, therefore, 
recommend that the contribution to Pension Fund to 
which appropriation was Rs. 550 crores in 1988-89 be 
suitably enhanced in 1989-90 in order to reverse the above 
trend." 

In this regard, the Ministry of Railways have submitted: 

"Keeping in. view the above recommendations, the apl1ropria-
tion to Pension Fund was increased to Rs. 700 crores dur-
ing 1989-90. However, the balance in the Fund came 
down to Rs. 56.28 crores at the beginning of 1989-90, 
while the expected outgo from the Fund in the current 
year is about Rs. 790 crares as against the budgeted figure 
of Rs. 700 crores. The increased withdrawals from the 
Fund have arisen from the liberalisatlon in pensionary 
benefits based upon the recommendations of the IVth Pay 
Commission. The number of persons entitled to pension 
is also increasing. Under the circumstances, it is propos" 
ed for the consideration of the Committee that the contrI-
bution to the Pension Fund as part of working expenses 
in the current year be SUitably raisei to about Rs. 728 
crores in the Revised Estimates of 1989-90 so as to ena-
ble the Railways to meet the antiCipated outgo from the 
Fund in the current year. 

..ti p' Fund The reasons for increasing the approprla on. to e~s~on h 
mentioned above will apply equallY' while deeldmg. suc 
appropriation for the next year (1990-91). It is accordmgly 
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~~mitt.ed for the ~ation of the Committee whether 

.. ~eon~uti~n to Pensi'}Jl, ~ as part of the working 
'expenses may be suitably enhanced to about Rs. 900 crores 
in.-19QO..91 keeping in view the likely withdraw~ and 
the fiDanclal position. of the Railways." 

INTEREST ON RAILWAY FUNDS AND LOAN TO DEVELOPl\,jENT 
. F~ 

§~ In their Thirteenth Report the Railway ConveJ1tion Committee 
,(I985)" had rec9-mmended as under: 

"The Committee also recommend that the balances in. the 
various Railway Reserve Funds (other than Development 
Fund) may carry the same rate of intereSt as the rate 
ofctividend, and the rate of interest on the balance in De-
velopment 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 198:J-90". 

, ~ The Ministry of Railways have submitted for the consideratinn 
of,the Committee whether the above recommendations may be made 
applicable for the year 1990-91 also. 

10. Penlllag suhmission of detailed memorandum, the Commltteo 
r~c)IPDl~nd that the dividend to General Revenues and 
the subsidy from the General Revenues to the RailwaYIL may be com-
,puW for the year 1990-91 at the rate of 6 'per eeat on the capital 
ia~eated' on die RaUways u1'1o 31-3-1980 (iDeiuain .f 1.5 per cent on 
tile CQital invested upto 31.3.196', less the capibl CJualifying for 
·.Wdy, for payment to States as graDt in lieu of Pas~ngcr Fare 
Tax, and eontributiOil for aasiating the States fer &Dancing Safet)' 
WOIb)and 6.5 per cent on capital iDVested thereafter. 

11. The other cenc:e8sions available to Railways ill the matter of 
co.putmg dividead may allO be allowed OIl the existing basis pro-
vhdoaaUy while framing Budget Estimates for 1198-91. 

I!. The Committee also recommend that the balances in the vari-
Ous Railway Resene FuDds (other than Devel(~rnent Fund) may 
carry the same rate of interest .1 the rate, of dividend, and the rate 
of interest on the balance in J)eveiopJlleat Fund DUty 1ae the lame 

'the --...- f· ... _-- on Loan from Genera~ Revenlte" for Develop-os naloC 0 lD-_ D-40-"Dt . far 1990-
ment PDad W.ht for tIae purpose Qf. the BUdget 0"...... -
It. 
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13. The Committee note that the balance in the Depreciation Re .. 
erve Fund is expected to be about Rs. 804 crores at the end of the 
current year. However, it is considered essential that the increas-
ing levels of contribution to the Fund be maintained so that the 
Railways may have an adequate financial base for meeiiDg the sub-
stantial volume of replacements and renewals thot are to be carrieD 
out in the course of the VIU Plan period. The Committee therefore 
recommend that the contribution to Depreciation Reserve Fund from 
Revenue may be provided at Rs. 1950 crores in 1990·91 subject to 
minor adjustment keeping in view the requirement of resources for 
the Annual Plan 1990·91. 

14. The Committee observe that for the past some years the Rail-
ways have not been able to match the liabUity by making sufficiegt 
appropriations to the Pension Fund. The Committee hepe that the 
Railways would make aduquate financial arrangements to meet the 
future pensionary liabilities. The Committee, re('ommend that the 
contribution to the Pension Fund may, as part of working expenses 
in the current year, be suitably raised to Rs. 728 crores in the Re· 
vised Estimates of 1989·90 so as to enable! the Railways to meet the 
anticipated outgo from the Fund in the curren~ ye~r a?d that it. may 
be enhanced to Rs, 900 crores in 1990-91 keeplDg In VIew the bkely 
withdraw81s for the year and the financial position of the RailwaYS. 

NEW DELHI; 
March 12, 1990. 

Phalguna 21, 1911 (S). 

HARI KISHORE SINGH, 
Chairman, 

Railway Convention Committee, 
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APPENDIX I 

(vide para 3) 

St.",..", .,.., the ,..",rmewiatItm, «IIftal1t«l • the 71airteentla 
Report of the Railwtl? Con"""" ClJIIIIIfittw (1985) _. ~ of Dividend for 
1989-90 and other Ancilktry MIIIMJ tIItd __ r.kett_Me. 

St. Para Recommendation Action taken by 
No. No. Government 

1 2 3 4 
~ 

1 9 The Committee recommend that the The Recommendation of 
dividend to GeDerallt8venuer and the Committee has 
sublidy fromtbe GeDeralltmnu- been accepted and im-
cs to the Railways may be com- plemeDted in the Rail-
puted for the year 1989-90 at the way· BUdget for 1989· 
rate of 6 per cent on the capital 90. 
invested on· the RailWays up to 
31 March 1980 (inclusive of 1. '5 
per ceDt OD tho ~tal iDl'eSted 
up to 31 March 1 64, less. the 
capital qualifJinl for subsidy, for 
payment to States as srant in lieu 
of Passenger Pare Tax etc. and 
contribution (or assisting the 
States for financing safety Vrorles) 
alLd 6.' per aeIlt on capital iQvtS-
toe! thereafter. 

2 10 The Committee also recommend that I'he R.ecommendation of 
the balance in tbC mos Railway tM Committee has 
Rt~ Funds (other ttum De- been ::rted and im-
velopment Fund) may early the pIement in the Rail-
same rate of interest as the me of wa, Bldget for 1989-
dil'idead, and the rate of interest 90. 
on the balance in De1ldopmeDt 
Fund may be the same as the 
rate of interest on Lo.. from 
GeDCl'al Revenues for Jle'¥elop-
ment Fund Works for tile PiUpoSC 
of the Budget Estimates for 1989-
90. 
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3 

4 

5 

2 

11 

12 _ 

13 
Ir. 
14 

10 

3 

The Committee - also recommend 
that the contribution to Deprecia-
tion Reserve Func:1 from'revODue 
may be provided at RI. "1715 
crom in 1.989-90 so as to ensure 

" . adequate ir,ernal-generatioD of 
revenues to finance the plan ex .. 

, pendittire for 1989-90 .. 

The Committee are concerned to 
note. that during the past few 
)'earS, the withdrawals from the 
Pension Fund have exceeded the 
contribution resulting in reduC'tion 
in balance in the Fund. The 
closing balance in the Pension 
Fund wh'ch was Rs. 432.26 crores 
in 1984-85 was reduced to RI. 
208.02 crores in 1987-88. The 
Committee therefore, recoJDDlCDd 
that t~ contribution to Pension 
Fund to which appropriation ;fras 
RI.5SO crores in 1988-89 be ,uit-
ably enhanced in 1989-90 in 
order to reverse the above trend. 

The Committee had earlier agreed 
with the observations of the Rail-
way Reforms Committee that t11e 
capital investment on all nc" lines 
should not attract dividend liabi-
lity and that if, in any year, these 
lines after their opening to traffic 
sho\\> a surplus on marginal cost-

. ing principle, the surplus sho~d 
be transferred to Gener.l Reve-
nues upto the level of normal 

" dividend for tbat year: However, 
the Mipistry of Railways (Railway 
Board) have now in their roply 
to the. recoDlIDCndation Contained 

- in P!lra 15 of their 10th R.epo~, 
requested the RaHway Convention 
Committee tlult 7S per cent of tl1e 
annual loss, if any, 'for working 
such lines should be borne by the 
General Revenues and the remain-
i ng 2S per cellt by the Railways. 
They have also suggested'that the 

4 

The Recommendation of 
the Committee has 
been acocpted and im-
plemented in the Rail-
way Budpt for 1989-

. 90. c" 

The Recommendation of 
the Committee has 
beeD accepte4 and -im-
plemented in the Rail-
way Budget for 1989-
90, by raising the 
amount of appropria-
tion to RI. -70S crorea. 

The Ministry of Finance, 
who ,\\-ere approached 
to convey their con-
currence to the accep-
tance of the Commi-
ttee', Recommendat-
ions, have expressed 
their inability to do so 
on] the ground of ex-
treme pressure on tM 
General Exchequer as 
'alsp having regard to 
substantial subsidiea 
presently available to 
the Railways from the 
~neral Revenues. 



II 
. -- --.. _-_ .. - _ .... _ .. _ .. _---_ ...... ---------_.- - _. -... - .-_ .. 

1 2 3 4 
_._._------------------.-- ....... _--

Railways should ~ freed. from 
maintaining the deferred dividend 
liability on ne~ lines and the 
existing deferred liability on this 
account should be extinguished. 

The Committee are of the view that 
instead of 7~ % of the annual 
loss, if any, for ~orking of new 
lines 40 per oent should be borne 
by. the Railways and the remain-
ing 60 per cent by the General 
Revenues. As for deferred divi-
dend liability on new lines, the 
Committee see no justification for 
extinguishing the deferred divi-
dend liability. 

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



APPENDIX II 

(Vide Para 6) 

The ~ate of dividend on the Capital-at-Charge of the Railways, 
reliefs and other concessions in dividend and by way of subsidy:-

I. Dividend 

(i) The rate of divident is 6 per cent on Capital invested on 
the Railway upto 31-3-1980, including 1.5 per cent on the 
capital invested upto 31-3-1964 (less capital qualifying for 
subsidy) for contribution for grants to States in lieu of 
Passenger Fare Tax and Contribution for assisting the 
States for financing safety works. 

(Ii) The rate of dividend is 6.5 per cent on Capital invested 
from 1-4-1980. onwards. 

n. A concessional dividend of 3.5 per cent is payable on the 
capital cost of residential buildings. 

fil. In respect of the capital invested on new lines, excluding 
the 28 new lines taken up on or after 1-4-1955 on other 
than financial consider~tions, the dividend payable is 
to be calculated at the average borrowing rate for each 
year but deferred during the period of construction and 
the first five years after opening of the lines for traffic. 
The deferred liability is to be paid out of the future. 
surpluses of the lines after payment of current dividend. 
The account of unliquidated deferred dividend liability 
on new lines is to be closed after a period of 20 years 
from the date of their opening. extinguishing any lia-
bility not liquidated within that period. 

IV. Losses in the working of strategic lines are borne by the 
General Revenues. Surplus, if any, of such lines, after 
meeting workin~ expenses, depreciation and other char-
ges are paid to General Revenues upto the level of normal 
dividend. 

12 
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V. Shortfall. if any. in the payment of dividend on account 
of inadequacy of net revenue is treated as a deferred 
liability on which no interest is charged. 

VI. $ubBidy from General Revenues: Capital invested in the 
following cases qualifies for subsidy from the General 
Revenues to the extent of the dividend calculated at the 
rates specified . above: 

(a) Strategic lines. 

(b) 28 new lines taken up on or after 1-4-1955 on other 
than financial considerations dividend becomes payable 
if any line becomes remunerative adopting the marginal 
cost principle. The arrangement is to be applied also 
to the two National investments viz. Jammu-Kathua 
and Tirunelveli-Kanya Kumari-Trivandrum line. 

(c) North-East Frontier Railway (Non-Strategic portion). 
(d) Unremunerative Branch lines subject to their unremune-

rativeness being established on the marginal cost prin-
ciple in each case through an annual review of their 
finanCial results. 

(e) The Ore Lines between Bimal garh-Kiriburu and Sam-
balpur-Titlagar. 

(f) Ferries and Welfare buildings, 

(g) 50 per cent of the capital invested on all works in the 
current year and in the two previous years, excluding 
capital invested in strategic lines, North-East Frontier 
Railway (Commercial). Ore lines, Jammu-Kathua and 
Tirunelveli-Kanya Kumari-Trivandrum Lines, Ferries 
and Welfare buildings 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 years 
after opening of the lines for traffic.. and the capital 
cost of line wires taken over from the P & T Depart-
ments. 
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No. 

1 

2 

3 

APPENDIX III 

~~atement of recommendations/to,.iclusfon~ 

Page 
·.No. 

2 

Recommendation/Conclusion 

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

10 Pending submission of detailed memorandum, 

11 

12 

the Committee recommend that the dividend to 
General Revenues and the subsidy from the 
General Revenues to the Railways may be com-
puted for the year 1990-91 at the .rate of 6 per 
cerit on th~ capHal invested on the Railways 
upto 31-3-1980 (inclusive of 1.5 per cent on the 
capital invested upto 31-3-1964, less the capital 
qualifying for subsidy, for raym~nt to States 
as grant in lieu of Passenger :Fa:d:~ Tax, and con-
tribution for a·ssisting the states for financing 
Safety Works) and 6.5 per cent on capital in-
vested thereafter. 

The other concessions available to Railways 
in the matter of computing dividend may also 
be allowed on the existing basis proVisionally 
while framing Budget Estimate for 1990-91. 

The Committee also recomihend that the 
balances. in the various tlailwity Jteserve Funds 
(other than Development FWidj may carry the 
same rate of intereSt as the rate of dividend, 
and the rate of interest on the ba1~nce in Deve-
lopment FUnd may be the same' as the rate of 
~tefest on :Loan frqro General. Revenues for 
Deve~oPment F)lnd Works }o~. the purpose of 
the Budget Estimates for 1990-91. 

14 
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--------
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The Committee note that the balance in the 
Depreciation Reserve Fund is expected to be 
about Rs. 804 crores at the end of the current 
year. However, it is considered essential that 
the increasin,g levels of contribution to the 
Fund be maintained, so that the Railways may 
have an adequate financial base for meeting the 
substantial volume of replacements and rene-
wals that are to be carried out in the course of 
the VIII Plan period. The Committee there-
·fore recoo:nmend that the contribution 
Depreciation Reserve Fund from Revenue may 
be provided at Rs. 1950 crores in 1990-91 BUb-

ject to minor adjustment keeping in view the 
requirement of resources for the Annual Plan 
1990-91. 

The Committee obserev that fOr the past 
some years the Railways have not been able to 
match the liability by making sufficient ap-
propriations to the Pension Fund. The Com-
mittee hope that the Railways would make 
adequate financial arrangements to meet the 
future pensionary liabilities· The Committee. 
recommend that the contribution to the Pen-
sion Fund may, as part of working expenses in 
the current year. be suitably raised to Rs. 728 
crores in the Revised Estimates of 1989-90 so 
as to enable the Railways to meet the anticipat-
ed outgo from the Fund in the current year 
and that it may be enhanced to Rs. 900 crores 
in 1990-91 keeping in view the likely with-
drawals for the year and the financial position 
of the Railways. 
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M"mutn of the sitting of the Railway CoaveDtiOD CGIIIlIIIittee 
(1_> held on 11 Marcia 1_. 
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PART II 

MINUTES OF THE 2ND SITTING OF THE RAILWAY CONVEN-
TION COMMITTEE HELD ON 12-3-1990 

Second sitting of the Railway Convention Committee was held 
on Monday, the 12th March 1990 from 1500 hout'S to 1545 hours in 
Committee Room No. 53, Parliament House, New Delhi. The 
following Members were present in the meeting: 

Shri Hari Kishore Singh-Chairman 

MEMBERS 
Lok Sabha 

2. Shri T. Basheer 
3. Shri George Fernandes 
4. Dr. Laxminarayan Pandey 
5. Shri Uttam Rathod 
6. Shri Brij Bhushan Tiwari 

Rajya Sabha 

7. Shri Dayanand Sahay 
8· Chowdhry Hari Singh 

SECRETAJUAT 
1. Shri R. D. Sharma-Joint Secretary 
2. Shri B. B. Pandit-Deputy Secretary 
3. Shri R. C. Gupta-Committee Officer 

2. The Committee considered and adopted the Draft Report on 
Rate of Dividend for 1990-91 and other Ancillary Matters without 
any amendment/modification. 

3. The Committee also authorised the Chairman to present the 
Report to the House. 

• • • • • 
Thereafter, the Committee adjourned. 
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