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INTRODUCTION 

.1, the. ~airman, Railway Convention Committee, 1973 having 
been authorised by the Committee to present this Sixth Report on 

-their behalf, present this Report on "Rate of Dividend for 1975-76 
ad other Ancillary Matters". 

2. The Interim Report of the Committee on the Rate of Dividend 
for 1974-75 i.e. the first year of the Fifth Five Year Plan was pres-
ented to Ptlrliament on the 11th December, 1973. The recommend-
ations of the C'ommittee concerning the rate of dividend were adop-
ted by the two Houses on the 17th December, 1973. The Committee 
haVe subsequently finalised/presented the following Reports:-

(1) First Report on Action taken by Government on the re-
commendations contained in their Interim Report. 

(2) Second Report on Action Taken by Government on the 
recommendations contained in the First Report of the 
Railway Conventio'llj ,Committee, 1971 on "Accounting 

Matters". 
(3) Third Report on Action Taken by Government on the re-

commendations contained in the Second Report of the 
Railway Convention Committee, 1971 on "Suburban Ser-
vices". 

(4) Yourth Report on AcUon Taken by Government on the re-
commendations contained in the Third Report of the Rail· 
way Convention Committee, 1971 on "Commercial and 
Allied Matters (Part II)". 

(5) Fifth Report on Action Taken by Government on the re-
commendations contained in the Fourth Report of the 
Railway Convention Committee, 1971 on "Commercial and 
Allied Matters (Part 11)". 

S. At their fifth sitting held on the 5th March, 1974, the Com~ft­
tee decided to take up, in the first instance, the following subJects 
for detailed examination on a priority basis:.,-

(i) Appraisal of Railways' Fourth Five Year Plan; 

(il) Financial implication. of Railways' Fifth Five Year Plan; 

" ... '.' .,-,. ....... , 



(vi) 

(iii) Social Burdens on Railways; and 

(iv) Organisational set-up and functions of the Railway Board. 

4. The Committee invited Memoranda from the recognised Rail-
waymen's Unions at the National and Zonal levels with regard to 
the functioning of .the Indian Railways and the measures to be taken 
to improve their financial position. Only two Unions vtz. the East-
erp RaUwaymen's Union, Calcutta and the Western Railway Emp-. 
loyees' Union, Bombay, have so far furnished Memoranda to the 
Committee. 

5. The Committee have also received a Memorandum from the 
North Eastern CounCil, Shillong, suggesting certain relaxations in 
the exi'sting financial criteria for construction of new railway lines 
to facilitate development of the hilly and backward areas in the 
North Eastern Region. The Convener, Himachal' Pradesh State 
Committee, has also requested the Railway Convention Committee to 
treat the proposed new lines in Himachal Pradesh as national invest-
ments as in the case of Jammu-Kathua line. Comments of the Min-
istry of Railways on the various suggestions contained in the Memo-
randum submitted by the North Eastern Council have been received 
on the 4th December, 1974, and are under consideration of the Com-
mittee. The comments of the Ministry in regard to the points made 
oat in the other Memorandum submitted by the Himachal Pradesh 
State Committee are still awaited. 

6. At their eighth sitting held on the 7th August, 19'74 the Com-
mittee took the evidence of the representative of the Western Rail-
way Employees' Union, Bombay on various problems concerning the 
finances and functioning of the Railways. 

7. The Committee also undertook tours to various Zonal Rail-
ways and held informal discussions with the General Managers/ 
Heads of Departments/Divisional Superintendents concerned. They 
also visited some Railway Workshops, Production Units and Research 
& Training establishments. These visits and discussions have 
helped the Committee to have a first hand impression of the working 
of the field units of the Railways. 

8. The Committee considered and finalised the Sixth Report at 
their sittings held on the 9th and 12th Decemper, 1974. A statement 
showing the summary of principal recommendations of the Commit-
tee is appended to the Report. . 



(vii) 

9. The Committee wish to place on ~ecord their appreciation of 
the valuable assistance rendered to them by the Chairman and Mem-
bers of the Railway Board, the Financial Commissioner for Railways 
and their officers and staff. They also wish to express their thanks 
to the representatives of the Planning Commission and the Minis-
tries of Steel & Mines and Energy for tendering evidence before the 
Committee. 

NEW DELHI; 
December 14, 1974. 
Agrahayana 23, 1896 (S). 

B. S. MURTHY, 
Chairman. 

Ruilway Convention Committee. 



REPORT 

The Interim Report of the Committee contained a broad review 
of the working of the Railways during the Fourth Plan and the. 
finaneial proposals in the quinquennium 1974-7~. 

_ 2. A detailed questionnaire on the Railways' Fourth and Fifth 
Five Year Plans and other Ancillary Matters was drawn up by the 
Committee and forwarded to the Ministry of Railways (Railway 
Board) on the 6th August, 1974 for furnishing written replies in a 
month's time. Another questionnaire on Social Burdens was issued 
on the 19th September, 1974. Complete replies to all the questions 
in the first Questionnaire were received from the Ministry of Rail-
ways (Railway Board) on the 19th November, 1974, While replies 
to the second Questionnaire on Social Burdens are still awaited. 

3. The Committee took, the evidence of the official repreqent,,-
tives of the Ministries of Railways (Railway Board), Steel & Mines 
and Energy and the Planning Commission on Railways' Fourth and 
Fifth Five Year Plans and other Ancillary Matters on the 25th and 26th 
November, 1974. 

4. The examination of material and evidence of the official rep-
resentatives of the Ministries of Railways, Steel & Mines and Energy 
and the Planning Commission has thrown up several importa:1t is-
suesconce'rning Railway planning most important of which are:-

(i) Persistent and heavy shortfalls in traffic materialisation in 
the successive Five Year Plans in respect of all the 8 ma-
jor commodities which constitute about 75 per cent of 
Railway Traffic-these shortfalls were particularly mar-
ked during the Fourth Plan, the final year of the Fourth 
Plan, i.e. 1973-74 being "the worst year for Railway fin-
ances for many decades." 

(ti) While there have been heavy shortfalls in the traffic mat-
erialisation during the Fourth Plan, the Railways have· 
exceeded the mid-term Plan provision of Rs. 1400 crores 
by Rs. 19 crores. 

(iii) Although the traffic showed a consistent. decline from 
207.9 million tonnes in 1969-70 to 185.2 mIllion tonnes in 
1973-74, the average lead showed a marked increase from 
613 krns. in 1968-69 to 643 kms. in 1969-70, 678 kms. in 
1972-73 and 673 kms. in 1973-74. The total workload on 
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the Railways in terms of net tonne kIns. increased from 
125.1 billion net tonne kms. in 1968-69 to 128.2 billion net 
tonne kms. in 1969-70 and 136.5 billion net tonne kms. in 

1972-73 but declined to 124.6 billion net tonne kms. in 
1973-74. 

(iv) As against the highest figure of about 208 million tonnes 
of originating traffic achieved in 1969-70 and the lowest 
level of 185 million tonnes in 1973-74, the Planning Com-
mission have set a target of 300 million tonnes for the 
Railways in the draft Fifth Plan. The Railways are, how-
ev~r, stated to be working to a slightly lower target of 
280 million tonnes which they consider as more realistic. 
As the Fifth Plan has not yet been finalised, 'both the tar-
gets are at present tentative. 

(v) There seems to be no agreement between the Planning 
Commission and the Ministry of Railways on the antici-
pated lead of traffic during the Fifth Plan-the former 
having taken the view that the lead may come down to 
630 kms. (as against 678 kms. recorded in 1972-73) while, 
according to the Railways, it may be in the region of 660 
kms. Precise commodity-wise details of the anticipated 
lead have still to be worked out. 

5. The Committee have called for further. information on all these 
and other pertinent points which have a vital bearing on Railway 
investments during the Fifth Plan. They have also called for written 
information on points which could not be covered during oral evi-
dence. This is likely to take some time. 

6. At their ninth sitting held on the 20th November, 1974, the 
Committee decided to set up a sub-Committee consisting of seven 
Members to study the question of requirements and availability of 
wagons in depth and to report to the Committee at an early date. 

7. The Committee propose to finalise their Reports on the various 
subjects taken up by them for detaUed examination as expeditiously 
1lS possible. The Committee attach particular importance to the ques-
tion of Social Burdens on Railways. They note tbat the financial effect 
of these burdens was estimated to 1Je as high as Its. 225.44 crores in 
1973-74 and 1hat out of this amount the Railways are stated to be losing 
as much as as. 115.4 crores on low rated commodities, Rs. 95.06 crores 
on coaching serviees and Rs. 10.98 crores oil un-remunerative branch 
tilles. I ... ' • " . : 
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8. The Committee would like the Ministry of Railways to expedite 
the ~osting studies which they are reported to have undertaken re-
4:ently so that they may be able to review the freight structure in 
the light of the findings thereof. The Committee consider that the 
question whether Railways should continue to carrv raw materials 
for industrial use at . a great loss, to themselves, ~eeds a thorough 
and careful examination. It is also necessary for the Railway.s to as-
certain precisely the unit cost of hauling the air-conditioned, First 
and Second Class coaches so that the losses being incurred on each 
of them could be accurately determined. 

9. In regard to the uneconomic branch lines, the Committee would 
like the Ministry of Railways to examine the feasibility of mention-
ing specifically in the budget documents, the reasons for losses on 
each line and the steps being taken to improve their working. 

10. The Committee note that the publication "Central Facts and 
Major Problems" circulated along with the budget papers gives in 
brief the break-up of the losess being incurred on various unremu-
nerative services. They suggest that the Explanatory Memorandum 
to the Railway budget should also give in brIef the incidence of various 
social burdens on Railways. 

11. Pending finalisation of their Reports on "Railways' Fourth & 
Fifth Five Year Plans," "Social Burdens" arid other subjects taken 
up for detailed examination, the Committee have decided to present 
this Interim Report in order to enable the Ministry of Railways to 
formulate their proposals for the next financial year i.e. 1975-76." 

12. The Railway Minister in his speech in the Lok Sabha on the 
21st August, 1974 observed: "Taking together the sharp increase in 
working expenses by Rs. 106.81 crores and the steep fall in the anti-
cipated earnings by Rs. 140 crores (during 1974-75) the fi!'!~nC'ial 

position of the Railways is indeed highly parlous and a cause for deep 
concern". 

13. The Committee fully share the anxiety of the Minister of 
Railways in regard to Railway finance;;;. Pending fiualisatiiJll of their 
Reports on various matters taken up for detailed examinatioll, parti-
cularly the question of social burdens on Railways, the Committee 
suggest that the reliefslexemptions already given to the Railways may 
co.ltinue during the next financial year i.e. 1975-76. They, therefore, 
recommend as follows:-

A. Rate of Dividend etc. 

(1) The present mode of payment of a fixed divjd(' ... ~ on the 
capital invested in the Railways as computed annually in 
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Uett of the interest charees plus a small eleJirtIft't of COb-
tribution to General Revenues, may eontmae tn tbe in. 
terest of financial discipline. 

(2) The present manner of fixitlg the payment of dlvtdend . to 
General Revenues, viz. at fixed percentages of theCapHal-
at-charge of the Railways excluding the capital of strategic 
Unes and making special provision for certain ore lines, 
Jammu-Kathua section and Tir1melvel~YI8kumari­
Trivandrum line .etc. may continue during the financial 
year 1975-76. 

(3) The present arrangement of adopting differential rates of 
dividend on Capital invested on the Railways upto 31st 
March, 1964 and that invested thereafter, may continue 
during 1975-76. The existing rates of dividend at 4.5 per-
cent of the Capital invested on the R~i1ways upto 31st 
March, 1964 with an addition of 1 per cent in lieu of the 
tax on passenger fares and to assist the State Govemments 
in financing the Railway Safety Works and 6 'Pel' cent on 
Capital invested on Railways after 31st March, 1964 may 
also be retained with the following anciIlary provjsions, 
including equitable concessions to the Railways, as below:-

(i) Out of the amount of additional 1 per cent dividend on 
the capital invested in the Railways upto 31st March, 
1964 a sum of Rs. 16.25 crores may be passel on to the 
States as payment in lieu of passenger fare tax and the 
balance utilised to assist the States in providing their 
portion of the resources required for financing safety 
works as at present. 

~(n) TIie present arrangement of deducting losses in the work-
ing of strategic Jines from the payment to General Re-
venues may also continue during the next &nandal year 
with the complementary arrangement that the earnings 
of such lines. if any, after meeting working expenses, de-
preciation and otber charges may be paid to the General 
Revenues to the level of normal dividend. 

(iii) The present arrangement of exempting the Capital-at-
charge of the Inon~trategic portions of the Northeast 
Frontier Railway, _unremunerative Branch lines and the 
element of over-capitalisation from the payment of divi-
dend may continue during 1975-76. 
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(Iv) The present arraDgement of permitting the Railways to 
~e~re.~t for the diffuelice behYeeotbe dividend rate 
of 6 per cen.t and the 8Yel'a8'e horrowln« rate at which 
interest would actually· aeerue in respect of their various 
fun.d balance.s banked with the General Revennes may 
alsolte con.tinued. clul'iag 1975-76 . 

. (v) The existing arrangemeRt of: 

(a> deferring the payment of dividend oa the cllPital.at-
thug. of New Lin~ el1ar,~able aUbe avenap rate of 
inwrest cluriDg the period of their coastructioa as well 
IU for the first five years after their opening and (b) 
closing the account of deferred dividend on New Lines 
after a period of 20 years from the date of their opeD- . 
ing, extin~lishin~ any liability f(lr deferred dividend 
not liquidated within that period may be continued 
during the next financial year viz. 1975-76. 

14. The Financial Commissioner for Railways had suggested in his 
Memorandum to the Committee (copy enclosed as Appendix I) that 
having due regard to the long period of construction/ gestation of rail-
way investment in general and the time taken by such investments 
to reach full earning potential, exemption from payment of dividend 
for a period of three years may be given in respect of 50 per cent of 
the outlay in a year (instead of 25 per cent as at present) on Capital 
works-in-progress, other than thOSe pertaining to strategic lines, Nor-
theast Frontiel Railway (Commercial), over-capitalisation, ore lines, 
Jammu-Kathua and Tirunelveli-Kanyakumari-Trivandrum lines, New 
Lines and P & T line wires. 

15. The Committee note that ·the financial forecast for the . Fifth 
Five Year Plan period based on 'the then existing structUl'e of fare 
pnd freight rates and on the level of goods and passenger traMe 
projected in the draft Plan frame as well as the ruling wages and 
prices, submitted to tbem by tbe Financial Commissioner for Railways 
in October, 1973 indicates a net shwtfall of Rs. 319 crores in the quin-
quennium 1974--79 on tbe basis of tbe present rl'te of dividend and 
• Iso taking into acc~uDt the reliefs/exemptions granted by the Rail-
way Convention Committee, 1971. In case the furthor relief now asked 
for by the Railways is to be granted, the anticipated shortfall during 
1974-79 would come down to as. 280 crores, tbat is to say, the ex-
emption of 51.) per cent of the outlay on capital worD-in-progress (for 
a period ef three years as at present) would give a relief of about Ba. 
39 crores to the Railways during the five year period under review. 
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16. Ordinarily, die Committee would have dealt with the question 
of P'anting relief to the Railways after they had. completed their 
examination of the investments made by the Railways In the Fourth 
Five Year Plan and those proposed for the Fifth Plan. However, hav-
i~ regard to the difficult flnancial position of the Railways, the Com-
nuttee have no objection to the proposed relief being given. Tbey, 
therefore, recommend that 50 per cent of the capital outlay In the 
years 1974-75 and 1975·76 on works-In.progress, otber than those 
pertaining to strategic lines. Northeast Frontier Railway (Commer-
cial) •• over-capitalisation, ore lines, Jammu-Kathua and Tirunelveli-
Kanyakumari-Trlvandrum lines, New Lines aDd P&;T line wires, may 
be exemp1ed from payment of dividend for a period of three years. 

B. Railway Funds 

17. In para 74 of the Interim Report, the Committee had observed 
that they would like to examine in detail the question of making 
appropriations to the Depreciation Reserve Fund on receipt of the 
report of the Working Group appointed to examine the basis for mak-
ing provision for depreciation in respect of Railway assets created 
during the Fourth Plan period and to determine whether it is neces-
sary to create a separate Renewal Reserve Fund to provide for infla-
tionary and improvement elements in the cost of assets. 

18. The Committee haVe been informed that due to t~e unprece-
dented situation on the RailwaYi during the recent m.onths it has 
taken more time than anticipated to finalise the report of the Working 
Group. The Report which was expected to be ready by the end of 
October, 1974, has Doot yet been made available to the Committee, 

19, . Pending receipt of the Report of the Working Group appoint-
ed by Government, the Committee recommend that appropriations to 
the Depreciation Reserve Fund in 1975-76 may be of the same order 
as in the final year of the Four'th Plan i.e. Rs. 115 crores. 

20. Having regard to the unsatisfactory state of Railway Financ-
es, the Committee further rCC!ommend that the existing provision of 
temporary loans from General Revenues being advanced to the Rail-
way Development Fund, whenever the available balance in the De-
velopment Fund is insufficient to meet the cost of works chargeable 
to that Fund and payment of interest thereon at the average borrow-
ing rat'e, may be continued. 

21. The Committee further recommend that the Railways may be 
pemlitted to take temporary lGaus 8S at present from the Ge~eral 
Revenues to meet the full dividend liability wh~n the RllilwaYIi net 



7 

revenue is Dot adequate to pay the dividend to the General Revenues 
and the Revenue Reserve Fund has 110 or insufficient balance to make 
good the shortfall. The interest on such loans may be paid by the 
Railways at the current borrowing rate. 

C. Other matters 

22. In para 79 of their Interim Report, the Committee had recom-
mended that the existing system of classification of Railway expen-
diture between Capital, Revenue, Depreciation Reserve Fund and 
Development Fu,d nuy be maintained till the Task Force appointed 
by the Ministry of Railways to undertake a detailed study of the 
Budgetary, Accounting and Management practices on the Railways 
had finalised their Report. In their First Report submitted to Govern-
ment very recently, the Task Force have inter alia stated: 

" .. .it is the considered opinion of the Task Force. that there 
should be a single demand for all works expenditure irres-
pective of the source of financing viz. Revenue, Capital. 
Depreciation Reserve Fund, Development Fund or the 
Accident Compensation. Safety & Passenger Amenities 
Fund. The demand should bear the nomenclature: Assets 
Acquisition, Construction & Replacement, to correctly des-
cribe the character of the demand." 

23. The Committee haVe not been informed of the decision taken 
on the above as weU as several other recommendations which have 
a bearing on classification of Railway expenditure etc. The Conmit-
tee would like to be informed early of the action taken by the Minis-
tr; of Railways on the recommendations made by the Task Force. 
In the meantime. the Committee have no objection to the existing 
system of classification being continued in the next financial year i.e. 
1975-76. 

NEW DELHI; 

December 14, 1974. 
Agrahayci-nu--23;-1896 -(S). 

B. S. MURTHY, 

Chairman, 

Railway Convention Committee. 



APPENDIX I 
(V'ide para 14) 

SUPPLEMENTARY MEMORANDUM OF THE FINANCIAL COM-
MISSIONER FOR RAILWAYS ON EXEMPTION OF 50'/r) OF OUT-
LA Y IN A YEAR FOR A PERIOD OF THREE YEARS (FIFTH 

PLAN PERIOD 1974-79) 

In the case of construction of new lines, the earlier Railway Con-
vention Committees have accepted the view that during the period 
~f construction and 5 years after opening of the line, the capital 
invested thereon does not start earning the anticipated return. The 
existing ruling provides that during the period of construction and 
5 years thereafter, the rate of interest chargeable for the capital in-. 
vestment would be at the average borrowing rate and the amount of 
interest would become due for payment from the 6th year onwards 
of the opening of the line. The interest accrued or the deferred 
dividend, as it is called, would be payable out of the surplus earned 
in the operation of the line after meeting current dividend liability. 
In caSe there is no surplus, the deferred dividend would be kept in 
the books and the account will be closed after a period of 20 years 
from the date of opening of the line. 

2. Apart from new lines, the Railways' capital investment which 
·comprises many other items such as line capacity works, doublings, 
electrification of railway lines, provision of marshalling yards, invest-
ment on machinery and plant and augmentation of workshop facilities 
etc. etc. do not contribute to profitability or increase of earnings until 
they arc commissioned. The period involved in the creation of these 
facilities is long and the investment thereon lies entirely idle till the 
racilities have been brought into commission. Even after these works 
'have been completed and brought into use, it takes some years before 
their full earning potential can be realised. To allow for the period 
of construction of this investment as also for the time taken to reach 
the full earning potential created by these facilities, some relief from 
the payment of dividend on such capital is just.ified and reasonable. 
This case was represented to the Railway Convention Committee, 1971 
with a suggestion to consider exemption of 25'per cent of outlay on 
works-in-progress in a year from the payment of dividend for 3 years. 
The outlay for this purpose was to be computed after eliminating the 
capital investment on strategic lines, N. F. Railway (Commercial), 
.over-capitalisation, unremunerative branch lines, are lines, investment 

8 
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·0Jl national projects like Jammu-Kathua and Tirunelveli-Kanya-
kumari- Trivandrum lines, new lines, and P &; T line wires. This sug-
gestion was agreed to by the Railway Convention Committee, 1971. 

3. Since the submission of the Memoranda to the Railway Con-
v,ention. Committee, 1971, the financial position of the Railways has 
deteclorated sharply. At'that timeft was anticipated that the indeb-
tedness of the Railways to the General Revenues as at the end of 
1973-74 will be only Rs. 15.03 crores; at the time of submission of 
memoranda to the Railway Convention Committee, 1973, however, 
the quantum of this indebtedness was placed at Rs. 201.01 crores. The 
Railways are not currently finding it possible to pay the full dividend 
to General Revenues or to make any contribution to the Development 
Fund. During the Fifth Five-Year Plan period, the RailWays will add 
Rs. 1500 crores to their ('apital-at-charge. In a memorandum submitted 
in October 1973 to the Committee. it was brought out tha, ba$ed on 
the then existing stru "ture of fares and freight rates and on the level 
of goods and passen~er traffic projected in the draft Plan frame as 
well as the ruling wages and prices, the Railways will end the quin-
quennium 1974-79 with a net shortfall of Rs. 319 crores. In the memo-
randum to the Railway Convention Committee. 1973 it has accordin~­
ly bep.n represented that 50 per cent of the outlay on capital works-
in-progreSSm$i¥ be exempted from the pavment of dividend for :3 
vears as at present during the Fifth Plan period. 

4. The pattern of capital investment during the last few years 
shows that increasingly major portion of the annual Plan outlay on 
works goes towards the works-in-progress and relatively only small 
amounts are spent on new works. Dur..ing the year 1972-73, the pro-
nortion of the capital expenditure on works-in-progress and new 
works was 76 per cent and 24 per cent respectively. For the year 1974_ 
75 the proportions charged to 82 per cent and 18 per cent. During 1975-
76, H is anticipated that the ratio will be PO per cent and 10 per cent, 
The quantum of works-in-progress as at the end of each year in the 
Fifth Five Plan will be greater than that in the Fourth Five Year 
'Plan., 

!5. Tnllll these circumstances, it is considered that exemptim. Jf 
114th of the outlay on capital works-in-progress from payment of ~iV1-
dend would not give adequate relief. In the situation as explamed 
above there would be a justification for enhancing relief of dividend 
on capital works-in-progress. It is. therefore. submitted for the consi-
deration of the Railway Convention Committee, 1973 that instead of 
25 per cent, 50 per cent of capital outlay o~ ~orks-in-progress for 3 
years may be exempte9 from payment of dividend.· 
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6. The financial impli~ations of the proposal would be as follows 
on the basis of the capital investment envisaged at the time of the 
preparation of the Fifth Plan document: 

Year 

1974-75 

1975-16 

197~77 

1977-78 

1978-79 

(In crores of t1lpees) 

At2S% At 50% 
outlay 0Utlay 
being bciDg 
excmpted~ exempted 
(as at 
present) 

2 3 

6·85 8.65 

7'89 13'50 

9'" I9'~O 

10·66 :u'zo 

11'44 22·89 

InCftWle over Col. 2 
(i.e. add .... heUef) 

4 

1,80 

S'6I 

9'75 

10'54 

II '45 
-_._-_._---- -~,------.... .._----._--

TOTAL :-

7. However, due to constraint on financial resources, as against the 
capital investment of Rs, 255 crores as initially anticipated for the yellf 
1974-75, the investment has been reduced to Rs. 203 crores approxi-
mately. Also the level of capital investment in 1975-76 may be assum-
ed to be of the same order. . This reduced capital allotment would 
result in a reduction of- relief to the extent of Rs. 1.8 crores as indi-
cated below: : 

Relief on the reduced capital outlay of Rs. 203 crores for 1974-75 
and for 1975-76. 

._-------- -------
Capital At 25% .At 50% Increased Reduction 
invest- outlay outlay relief in relief 
ment being bein. from 

exempted exempted earlier 

Year 

assessment 

203 6' 12 7'53 1'41 -0'39 

ao3 6'43 ro'6~ 4'20 -1'41 
---

12'55 I8'ItS r 61 -1'80 
---.-----------.--------~---------- ---
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8. Consequently, the anticipated additional relief would be about 
Rs. 37.35 crores during the Fifth Plan period provided that the capital 
investment during the remaining three years of the Plan is maintained 
at approximately the same level as anticipated. If this anticipation 
does not materialise, and the capital investment falls short of antici-
pations, the quantum of relief actually accruing will be still lower. 

9. It is submitted to the Railway Convention Committee, 1973 that 
having due regard to the long period of construction/gestation of rail-
way investment in general and the time taken by such investments 
to reach full earning potential, exemption from payment of dividend 
fot a period of three years may be granted in respect of 50 per cent 
of the outlay in a year on capital works-In-progress, other than those 
pertaining to strategic lines, Northeast Frontier Railway (Commer-
cial) , over-capitalisation, ore lines, Jammu-Kathua and Tirunelveli-
Kanyakumari-Trivandrum lines, new lines, and P & T line wires. 



APPENDIX-:-U 

(Vide para 8 of Introductio~) 

Summary of the rec~mmendationslconc1usions co~tainedin the Report. 

Reference to 
81. No. para no. of 

the Report 

------ -~.---., 

RecommCl;ldation/Conc1usion 

_._----- -----

1 

2 

7 

3 

The Committee propose to finalise their report 
on the various subjects taken up by them for de-
tailed examination as expeditiously as possible. 
The Committee attach particular importance to 
the question of Social Bur~ens on Railways. They 
note that the financial effect of these burdens was 
estimateol to be as high as Rs. 225.44 crores in 
1973-74 and that out of this amount the Railways 
are stated to be losing as much as Rs. 115.4 crores 
on low rated commodities, Rs. 95.06 crores on 
coaching services and Rs. 10.98 crores on un-
remunerative branch lines. 

8 The Committee would like the Ministry of 
Railways to expedite the costing studies which 
they are reported to have undertaken recently so 
that they may be able to review the freight struc-
ture in the light of the finding 1hcd~of. The Com-
mittee consider that. the question whether Rail-
ways should continue to carry raw materials. for 
industrial uSe at a great loss to themselves, needs 
• thoroagh and careful examination. It is also 
necessary for the Railways to ascertain precisely 
the unit cost of hauling the air-conditioned, First 
and Second Class coaches So that the losses being 
incurred on each of them could be accurately 
determined. 

12 



1 

2 

3 

13 

2 3 

9 In regard to uneconomic branch lines, the Com-

10 

13 

mittee would like the Ministry of Railways to 
examine the feasibility of mentioning specifically 
in the budget documents, the reasons for losses 
on each line and the steps being taken to impro'" 
their working. 

The Committee note that the publication 
"Central Facts and Major Problems" circulated 
along with the Budget papers gives in brief the 
break-up of the losses being incurred on various 
unremunerative services. They suggest that the 
Explanatory Memorandum to the Railway budget 
should also give in hrief the incidence of various 
social burdens on Railways. 

The Committee fully share the anxiety of the 
Minister of Railways in regard to Railway financ-
es. Pending finaIisation of their Reports on various 
matters taken up for detailed examination, par-
ticularly the question of social burdens on Rail-
ways, the Committee suggest that the reliefs/ex-
emptions already given to the Railways may con-
tinue during the next financial year i.e. 1975-76. 
They, therefore, recommend as fol1ows:-

(1) The present mode of payment of a fixed 
dividend on the capital invested in the 
Railways as computed annually in lieu of 
the interest charges plus a small element 
of contribution to General Revenues, may 
continue in the interest of financial dis-
cipline. 

(2) The present manner of fixing the pay-
ment of dividend to General Revenues, 
viz. at fixed percentages of the Capital-at-
charge of the R..:'lilways excluding the ca-
pital of stratt~gic Jines and making special 
provision for certain are lines, Jammu-
Kathua section and Tirunelveli Kanya-
kumari-Trivandrum line etc. may conti-
nUe during the financial year 1975-76. 
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14 

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

(3) The present arrangement of adopting dif-
ferentia~ rates of dividend on Capital 
on the Railways upto 31st March, 1964 
and that invested thereafter, may con-
tinue during 1975-76. The existing rates 
of dividend at 4.5 per cent of the Capital 
invested on the Railways upto 31st 
March, 1964 with an addition of 1 per cent 
in lieu of the tax. on passenger fares and 
to assist the State Governments in financ-
ing the Railway Safety Works and 6 per 
cent on Capital invested on Railways 
after 31st March, 1964 may also be retain-
ed with the following ancillary provi-
sions, including equitable concessions to 
the Railways, as below:-

(i) Out of the amount of additional 1 pf'r 
cent dividend on the capital invested in 
the Railways up to 31st March, 1964 a 
sum of Rs. 16.25 crores may be passed 
on to the States as payment in heu of 
passenger fare t!lX and the balance uti-
lised to assist the States in providing 
their portion of the resources required 
for financing safety works as at present. 

(U) The present arrangement of deducting 
losses in the working of strategic lines 
from the payment to General Revenues 

. may also continue during the next 
financial year with the complementary 
arrangem~t that the earnings of such 
lines, if any, after meeting working 
expenses, depreciation and other charg-
es may be'paid to the General Revenue~ 
to the level of normal dividend. 

(iii) The present arrangement of exempting 
the Capital-at-charge of the non-stra-
tegie portions of the Northeast Frontier 
Railway, unremunerative Branch lines 
and the element of over-capi~alisation 
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15 
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from the payment of dividend may 
continue during 1975-76. 

(iv) The present arrangement of permitting 
the Railways to take credit for the dif-
ference between the dividend rate of 
• per ce:nt and the average borrowing 
rate at which interest would actually 
accrue in respect of their various fund 
balances banked with the General Re-
venues may also be continued during 
1975-76. 

(v) The existing arrangement of: 
(a) deferring the payment of dividend on 

the capital-at-charge of New Lines 
chargeable at the average rate of 
inter~st during the period of their 
construction as well as for the first 
fiVe years after their opening and. 
(b) closing the account of de-
ferred dividend on New Lines 
after a period of 20 years from the 
date of their opening, extinguishing 
any liability for deferred dividend 
not liquidated within that period may 
be continued during the next finan-
cial year viz. 1975-76. 

The Committee note that the financial fore-
cast for the Fifth Five Year Plan period based 
on the then existing structure of fare and freight 
rates and on the level of goods and passenger 
traffic projected in the draft Plan frame as well as 
the ruling· wages and prices. submitted to them 
by the Financial Commissioner for Railways in 
October, 1973 indicates a net shortfall of Rs. 319 
crores in the quinquennium 197~79 on the basis 
of the present rate of dividend and also taking 
into account the reliefslexemptions granted by 
the Railway Convention Committee, 1971. In 
case the further relief now asked for by the Rail-
ways is to be granted, the anticipated shortfall 
during 197~79 would come down to Rs. 280 
crares, that is to say, the exemption of 50 per eent 
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5 16 

6 19 

7 20 

8 21 

2 3 
-------------

of the outlay on capital works-in-progress (for a 
period of three years ~s at present) would give 
a relief of about Rs. 39 crores to the Railways 
during the five-year period under review. 

Ordinarily, th~ Committee would have dealt 
with the question of granting relief to the Rail-
ways after they ha~ completed their examination 
of the investments made by the Railways in the 
Fourth Five Year Plan and those proposed for 
the Fifth Plan. 'However, having regard to the 
difficult financial poSition of the Railways, the 
Committee have no objection to the proposed re-
lief being given. They, therefore, recommend that 
50 per cent of the capital outlay in the years 1974-
75 and 1975-76 on works-in-progress, other than 
those pertaining to strategic lines, Northeast 
Frontier Railway (Commercial), over-capitalisa-
tion, ore lines. Jammu-Kathua and Tirunelveli-
Kanyakumari-Trivandrum lines, New Lines and 
P&T line wires, may be exempted from payment 
of dividend for a period of three years. 

Pending receipt of the Report of the Working 
Group appointed by Government, the Commit-
tee recommend that appropriations to the Depre-
ciation Reserve Fund in 1975-76 may be of the 
same order as in the final year of the ,Fourth Plan 
i.c. Rs. 115 crores. 

Having regard 'to the unsatisfantory state of 
Railway Finances,the Committee further recom-
mend that the existing provision of temporary 
loans from General Revenues being advanced to 
the Railway Development Fund, whenever the 
available balance in the Development Fund is in-
sufficient to meet the cost of works chargeable 
to that Fund and payment of interest thereon at 
the average borrowing rate, may be continued. 

The Committee further recommend that the 
Railways may be permitted to take temporary 
loans as at present from. the General Revenues 
to meet the full, dividend ,liability ",hen the 
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Railways' net revenue is not adequate to pay the 
dividend to the neneral Revenues and the Reve-
nue Reserve Fur.d hali\ no or insufficient balance 
to make good tbe shortfall. The interest OD such 
loans may be paid by the Railways at the cur-
rent borrowinR rate. 

Z~ The Committee haVe not Leen informed of the! 
decision taken on the above as well as several 
other recommendations which have a bearing on 
classification of ltailway expenditure etc. The 
Committee would like to be informed early of 
the action taken by the Ministry of Railways on 
the recommendations made by the Task Force. 
In the meantime, the Committee have no 
objection to the existing system of classifica-
tion being continued in the next financial year 
i.e. 1975-76 . 

. _-----_ .. -_._---------



----,---------
SI.No. Name of Alent SI. No. Name of Agent 

WEST BENGAL 31. Lakahml Book Store, 
fl, Munictpal Market, 

21. Granthaloka, anpatb, New Delbi. 
511, Ambica Mookherjee Road, 
Belgharia, 14-Pargana •. 33. Bahree Brothers, 

188, Lajpat Raj Mirket, 
22. W. New Man & Company Ltd.; Delhl-6. 

3, Old Court House Street. 
Calcutta. 34· tahna Book Depot, 

Firma K. L. Mukh0x.:adhya" 
h aparwala KUln, 

23· Karol 8agb, New Delh. 
~-A, Banchharam rur Lane, 

cutta-Il. . 3'· Oxford Book & Stationery Co., 

Mrs. Manimala, Buys & SeUe, 
Sdndla House, Connaught Plilce 

14· New Delbi. 
uS, Bow Bazar Street, 
Calcutta-Il. 36. People's Publishing House, 

Rani Ihansi Road, 
2'. MIS. Mukerji Book HOUle, New Delhi. 

Book Seller, SB, Duff Lane, 
Calcutta. 37· The United Book Agenc)" 

48, Arnrit Klur Marltet. 
DELHI Pabar Ganj, 

New Delhi. 
26. t lin Book ~ency, 38. Hind Book HOUle, onnaught ace, New DeIhl 82, Jlnplth, New Delhi. 
27· Sat Narain & Sons, 

39· Book Well, 3141, Mohd. Ali Bazar, 4. Sant Nirankari Colony. Mori Gate, Delhi. Kingany Camp, 
al!. Atma Ram & SOM, Delhl-9· 

Kashmere Gate, Delhi-6. 
MIa. Saini Law Publishing Co., 40. 

29· J. M. JaiDi & Brothers, 1899, Chandni Chowk, 
Mori Gate, Delhi. Delhi. 

30 • The Central News Agency, 
MANIPUR ~/90' Connlught Place, 

ew Delhi. Sbd N. Chaob Singb, 41• 
31• The En&liab Book Store, New.~Qt, 

1-L, Connauaht CirCUl, Ram I Paul High School Anneze, 
New Delhi. Imphal.-MANIPUR. 



w· 

@ 1974 BY LOK SABHA SECRETARIAT 

PUJlLlSHD UND .. RULE 382 OF THE RULES OF PROCSDRUE AND CONDUCT OF 
BuSJNMS IN LoKSAliHA (Flf"l'H EDITION) AN. PJIlNTIlD BY TID MAlfAO_ 
Gov~ OF IN»IA PlEBS, MJNT8 ROAD, NEW DELHI. 


	001
	002
	003
	004
	005
	007
	008
	009
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	029
	030

