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Mr., Chalrman: He has sufficient

time.
The question is:

“That the Bill further to amend
the Indian Tariff Act, 1934, be
taken into consideration”.

The motion was adopted.

Mr, Chalrman: There are no amend-
ments to clauses.

‘The question is:

“That clauses 1 and 2, the En-
acting Formula and the Title
stand part of the Bill".

The motion was adopted.

Clauses 1 and 2, the Enacting Formula
and the Title were added to the Bill

Shri Maoobhal Shah: I move:
“That the Bill be passed”.

Mr. Chalrman: The question ls....
Shri Harl Vishne Kamath (Ho-

shangabad): At least before the Bill
is passed, there should be quorum
in the House.

Mr., Chairman: The bell is being
rung . . Now there is quorum.

The question is:
“That the Bill be passed”
The motion was adopted.

16.44 hra

RESOLUTION RE: REPORT OF
RAILWAY CONVENTION COM-
MITTEE

The Minister of Rallways (Shri B.
K. Patll): Sir, I beg to move:

“That this House approves the
recommendations contained in
the Report of the Committee
appointed to review the rate of
dividend which is at present

AGRAHAYANA 17, 1887 (S*K.A)

Convention 6444
Comm. (Res.)

payable by the Railway Under-
taking to General Revenues as
well as other ancillary matters
in connection with the Railway
finance vis-g-vis the General
Finance, which was presented to
Parliament on 29th November,
1865

The Committee consisting of 12
Members of this House and & of the
other House was constituted in
terms of a Reso'ution passed on the
11th of May, 1885 by this House and
on the 13th of May, 1965 in the other
House.

Fourih  Convention
these issues

This is the
Commitlee to examine
after independence.

I do not want to take the time of
the House, but this is a very im-
portant resolution, and I would give
a little background so that the House
will understand the continuous pro-
gress that the railways are making
and the increasing flnancial contri-
bution from then that this House has
been expecting and is being given.

I need only say that a satisfactory
working relationship has been esta-
blished between Railway and Gene-
ral Finances in the post-indepen-
dence era, and the principles enun-
ciated by the Convention Come-
mittee of 1949, which was the first
Committee, have broadly been
accepled by  succemsive Commitiees
with such changes as were justified
by the circumstances obtaining at
the time of each periodical review
of the Convention.

The main question before the
Convention Commitiee was the form
and the quantum of the returp to
General Revenues on the capital
invested on the Railways. Sue-
cessive Convention Committees in-
cluding this one, have accepted that
a pre-determined rate of dividend
on the Capital-at-charge is the rnut

isfactory arr t both
Rallways and Tor General F‘imace.
also that the rate should be review-
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ed from tume to time and fixed at
such a level that thereby the Gene-
ral Hevenues receive an appropriate
contribution from Railway Revenues,
over and above the element of in-
terest on the capital invested.

The House will recall that the
1949 Convention Committee fixed
the dividend at 4 per cent and the
1054 Committee continued this rate
50 that during a period of eleven
years covered by the two Conven-
tions—the dividend rate stood at 4
per cent, The 1960 Committee after
a full review raised the rate to 4.25
per cent. In the altered circumstan-
ces following Chinese aggression and
taking account of the rising cost of
Government borrowing, it became
necessary for the Government to seek
the approval of Parliament for first
reising the dividend rate to 4.5 per
cent from lst April, 1963 and further
to raise it, in the following year in
respect only of capital provided
after 31st March, 1964 to 5.76 per
cent. It would thus be seen that
while over @a period of 11 years
between 1950 and 1961, the rate of
dividend was maintained at 4 per
cent, in the subsegeunt guinguennium
1961—66 it was initially fixed by
the Convention Committee at 4}
per cent which rate, however, was
modified upwards twice as explained
above.

1648 hrs.

[MRr. Derury-SeEARER in the Chair)

The House is also aware that the
1980 Convention provided that in
addition to the dividend of 4.25 per
cen!, the Railway should alse pay
to the General Revenues a sum of
12:50 crores per annum in liew of
the passenger fare tax which was
to be abolished and that this amount
was to be distributed to the States
in the manner determined by the
Finance Commission. The present
Convention Committee have made
recommendations for enhancing not
only the dividend payable by Rail-
ways to Genersl Finance but also

Railway
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increasing the quantum of the sub-
vention and other assistance avail-
able to the States as I shall present-
ly explain. The recommendaiiong on
the rate of dividend is in two parts,
On the bulk of the capital—that in-
vested up to 8lst March, 1864—
instead of the rate of 4.25 per cent
Plus an ad hoc contribution of
Rs. 12.5 crores fixed by the last
Convention, subsequently increased
during the Convention period itself
to 4.5 per cent plus Rs. 12.5 crores

from 1st April, 1983, the present
C ittee have recc ded the

following change. The increased rate
of 4.5 per cent, going wholly to the
Central Government, should be re-
tained for a further five year period
and the Railways should pay in
addition an extrg one per cent for
the benefit of the States in place of
the present 12.5 crores; the latter
one per cent is to be disposed of in
a special manner. The contribution
from the Railways for the benefit
of the States will be substantially
higher and will gradually increase
with the slow increase in dividend
paying capital after the moratorium
period of five years for new lines;
the additional one per cent will fetch
annually a sum increasing from
about Rs. 17.82 crores in the first
year of the Fourth Plan périod to
Rs. 18.5 crores in the last year of
the Plan or an average of Rs. 18
crores per annum. It is intended—
and the Committee have sp recom-
mended—that out of this sum the
States should get an increased sub-
vention in lieu of passenger tax
stepped up from Rs. 12.50 crores,
now prevailing, to Rs. 16.26 crores
per year. In suggesting this in-
erease, in informal consultation with
the Hinistry of Finance, the Railway
Board were guided by the appro-
priateness of giving a larger amount
to the States in  broad consonance
with the increase in the volume of
passenger traffic. The balance of
about Rs. 1.8 crores per year on the
average is to be made available to
thge States also in the same propor-
tion, to assist them to find their posi-
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tion of the finance required for various
safely works such as manned level
crossings’ and over and under
bridges, the need for which has
constantly figured in the Railway
Budget discussions in the House.
Further, on all capital provided
by General Finance from lst
April, 1964, ie, on all capital pro-
vided in the last two years of the
current Plan and on capital to be
provided in future, the Railways will
pay 6 per cent per annum, wholly
to be retained by the Centre, in
place of carlier dividend rates of 4
per cent up to 31st March, 1961, 4-25
per cent between Ist April, 1961 and
Ist April 1963, 4.5 per cent in 1963-
‘64 and 5.75 per cent from Ist April,
1964. The effect of merely the latest
increase from 5:75 per cent to 6 per
cent on capital provided after 31st
March, 1864 will, on tentative Fourth
Plan estimates, benefit central reve-
nues in flve years by about Rs. 10'8
crores to be retained by the Centre;
the benefit to be passed on to the
States will increase from Rs. 62'5
crores in five years to Rs. 90-68
crores approximately. From the point
of view of the railways, there will
be two dividend rates for the fourth
-Plan—5.5 per cent on all capital
provided up to 31st March, 1964 and
6 per cent on capital subsequently
provided. The additional sum pay-
able by them is estimated to be about
Rs. 39 crores in five years.

1 have no doubt that the ancillary
recommendations in regard to  in-
crease in the payment fo the States
as also further assistance as explain-
ed above will be welcomed by the
House.

Another Important recommenda-
tion is about the contribution to the
Depreciation Reserve TFund during
the next five years. The House fs
aware how postponement of renew-
als during the economic depression
of the 1930 and the second world
war left the railwmys with a heavy
‘backlog of replacements and renew-
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als, and how, after Independence,
angd particularly after the Convention
of 1849, good progress has becn made
in overtaking these arrears of re-
placements.

The expenditure on the renewals
during these years has been heavy
because, following the 1949 Conven-
tion, the depreciation reserve fund
bears the full cost of replacement at
the current higher prices including
the portion of cost referable to the
element of improvement and suba-
tantial modernisation, The result has
been that, in spite of the increase
in contributions to the depreciation
reserve fund from period to period,
ang the limiled improvement in fund
balances during the third Plan after
its earlier depletion, the ba'ance in
the fund is not very large just now,
being somewhat less than what we
had ten or twelve years ago. During
the fourth Plan period, which will
be covered by the new Convention
that wo arc now considering, the
anticipated level of replacement of
railway assets is higher than ever,
(approximalting to an expenditure of
about Rs. 650 crores, or an average
of Rs. 130 crores per year), mainly
because many of the assets acquired
in the decade following the first
world war are now coming up for
replacoment.  Aftar considering
different possible  approaches, an
which one could determine the opil-
mum Jevel of contribution to the
depreciation reserve fund, the com-
mittee have agreed with the follow-
ing practical approach. Instead of
merely ensuring that the annual
contribution provides adequate cover
for the depreciation which may be
deemed technically to accrue year by
year, the provision to be made In
the five years together should be
higher and suffice, If possible, to
meet the cost of the replacemant
which are likely to be necessary in
that period.

It .will be appreciateq that this
level of contribution ix essential
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the requirements of replacements are
to be met during the quingquennium
without depleting the existing small
balance in the fund. But as this
would depend on the financial posi-
tion of the railways and their ability
to set apart the amount indicated
(ranging from Rs. 100 crores in the
first year rising by steps of Rs. 15
erores annually to Rs. 180 crores in
the last year of the quinquennium),
a measure of flexibility jn the con-
tribution hag been provided in the
recommendation of the Committee by
indicating that the contribution may
be increased to an average of Rs. 130
erores per year or as close to that as
possible, taking account of the finan-
cial position. It may be indicated
that the suggested levels of contribu-
tion are approximately 3.7 per cent
on the anticipated capital-at-charge
at Rs. 2675 crores on 31st March, 1966
and 4.2 per cent of the expected capi-
tal-at-charge at the end of the quin-
quennium. In spite of the substan-
tial jncrease in the capital-at-charge,
the balance in the D.RF. at the end
of the quinquennium would be only
Rs. 88.37 crores because even the
heavy appropriations to the fund as
recommended would be utilised in full
by the heavy replacements falling
due.

There is one point to which 1
would lke to draw the attention of
the House in passing. Because of
historical circumstances, in which an
effective Depreciation Fund was not
built up before 1024-25 nor arrears in
respect of that period were made up
and because of the rapidly increas-
ing cost of replacement, the demand
on the Depreciation Fund in the post
independence years has been building
up continuously and the actual
drawal would reach its peak |n the
ensuing quinquennium. Thereafter, it
would be reasonable to expect that,
the level of replacement would de-
crease and in the future years, a
proper Depreciation Fund could be
built up gradually with sizeable bal-
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The House will recall that amor-
tization of at least some of the un-
productive elements in the capital-at-
charge of Railways has been consider-
ed desirable by previous Convention
Committees although they felt that
its implementation would have to
wait until better times. Thig Com-
miftee has recommended that a mod-
est beginning may be made by
applying the interest on the balances
in the Railway Reserve Fund to this
purpose, and supplementing this by
such appropriation from Railway Re-
venueg g8 may be feasible depending
on the financia] position each year.

‘The House is keenly interested—
members of all shades of opinion
share the interest—in the financial
allotment” for user amenities. The
House is aware that in this year's
budget it was decided to make an ad
hoe provision of Rs. 4 crores instead
of the customfry Rs. 3 crores. The
Commitiee have recommended that
the level of Rs. 3 crores per annum
for the provision of such amenities
oiit of the Railway Development Fund
as prescribed in the existing Conven-
tion should be increased to 4 crores
per annum during the next flve year
period.

The Committee have in their re-
commendations also  retained the
existing provision for temporary loans.
from General Revenues to the Rail-
way Development Fund whenever the
balance in the fungd is jnsufficient to
meet the charges to the fund. Hon
members afe aware that during the
present quinquennium ending 3lst
March, 1968, there has been no occa-
gion to utilise this permissive provi-
sion. T hope with the Railways con-
unging to manage their finances with
the same prudence, there will be no-
occasion in the next five years either,
to operate on this permissive provi-
sion.

I shall not take up the time of the
House by referring to other pointa
covered by the Convention Commit--
tee in their report
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My colleague, the Finance Minister
and 1 were both on this Committee,
and the House may rest gssured that
these recdmmendalions are in the
best interests of the Railways and of
General Finance. It is a matter for
gratification that all these recom=-
mendations have been carried unani-
mously.

With these words, 1 commend the
Resolution to the House.

Mr. Deputy-Speaker: Resolution

moved:

“That this House approves the
recommendations contained in the
Report of the Committee appointed
to review the rate of dividend
which is gt present payable by the
Railwhy Undertaking to General
Hevenueg as well as other ancillary
matters in  connection with the
Railway Finance vis-g-vir the
Genera] Finance, which was pre-
sented to Parliament on 28th Nov-
ember, 1063."

Shri Alvares (Panjimj: Sir, we
have just been discussing the report of
the Finance Commission.

Mr. Deputy-Speaker: He may con-
tinue tomorrow.

16.59 hrs.
RE: EXPUNCTION

Mr. Deputy-Speaker: The Speaker
has looked into the records and order-
ed the expunction of certain phrases.
The Press will please take note of
them and will not publish those por-
tions which have been expunged.
They may check it up. .. .

Shri Hari Vishau Eamath (Ho-
shangabad): Let the House be told

what portiong have been expunged.

Mr. Deputy-Speaker: They are

with the Reporters. He can go and
soe.
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