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Annexure

Gist of important Audit Paragraphs
from the Report of the Comptroller
and Auditor General of India – Union
Government (Railways) for the year
ended 31st March 2005.

Report No. 6 of 2006:

By adopting a less remunerative method for calculation of postal tariff
charges, Railways suffered loss of revenue of Rs. 81.07 crore. In addition,
non-revision of rates resulted in short recovery of postal haulage charges
of Rs. 102.30 crore in respect of non-postal vans.

(Para 2.1.1 of Report No: 6 of 2006 - Railways)

During 2002-03 to 2004-05 Indian Railways have forgone freight revenue
amounting of Rs. 18.74 crore due to continuing concession in tariff for
banana traffic and also incurred a loss of Rs. 8.79 crore due to non-
revision of minimum weight condition.

(Para 2.1.2 of Report No: 6 of 2006 - Railways)

Introduction of Diesel Electric Multiple Unit services in two sections on
South Western, without assessing the needs for commuter traffic, resulted
in under-utilisation of assets (Rs. 17.76 crore) and loss of earning capacity
(Rs. 0.67 crore).

(Para 2.1.3 of Report No: 6 of 2006 - Railways)

Injudicious decision of Railway Administration to extend the Inter City
Express train from Tinsukia to Ledo resulted in loss of Rs. 12.19 crore.

(Para 2.1.4 of Report No: 6 of 2006 - Railways)

Grant of inadmissible rebate in freight to category ‘C’ wagon owner
under Own Your Wagon Scheme led to loss of revenue of Rs. 14.01
crore.

(Para 2.2.1 of Report No: 6 of 2006 - Railways)
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Railway Administration failed to recover punitive charges amounting
to Rs. 11.44 crore on account of delay in communication of orders and
failure of weighment authority to work out and communicate weighment
results.

(Para 2.2.2 of Report No: 6 of 2006 - Railways)

Non-provision of weighbridges by Railway Administration at originating/
destination stations resulted in non-weighment of wagons and consequently
non-recovery punitive charges of Rs. 8.27 crore on overloaded wagons.

(Para 2.2.3 of Report No: 6 of 2006 - Railways)

Carrying the goods traffic regularly by the longer route, without rationalising
it for charging freight, resulted in loss of revenue amounting to Rs. 26.04
crore.

(Para 2.3.1 of Report No: 6 of 2006 - Railways)

Expenditure of Rs. 95.31 crore on a project, which was financially unviable,
ab initio, remained unproductive.

(Para 3.1.1 of Report No: 6 of 2006 - Railways)

Construction of a new line project costing Rs. 23.75 crore with a rate of
return of 3.71 per cent resulted in unnecessary liability of dividend to
general revenues and recurring loss on maintaining a Rail Bus Service.

(Para 3.1.2 of Report No: 6 of 2006 - Railways)

Failure of Railway Administration to ensure availability of plans, drawings
and clear site for works resulted in short closures/termination of the
contract leading to abnormal delay in completion of the project and
consequent escalation in cost by Rs.17.57 crore. Besides idling of
investment of Rs. 54.61 crore, Railway was deprived of the benefit of
annual savings of Rs. 8.73 crore.

(Para 3.2.1 of Report No: 6 of 2006 - Railways)

Provision of buffer stock of Cartridge Tapered Roller Bearings by Railway
Board resulted in surplus stock and thus blocking of capital amounting to
Rs. 13 crore in 2004-05. Also since the Cartridge Tapered Roller Bearnings
were procured in excess of the actual annual utilization/requirement, the
Railway Board could not avail of the benefit of lower rates obtained in the
subsequent tenders and suffered loss of Rs. 4.22 crore during the years
1998-99 to 2001-02.

(Para 4.1.1 of Report No: 6 of 2006 - Railways)
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Failure of Railway Administration to maintain the staff quarters properly
and allot them to eligible employees immediately on falling vacant has
resulted in loss of Rs. 17.65 crore.

(Para 4.3.1 of Report No: 6 of 2006 - Railways)

Failure of Railway Administration to implement the Railway Board’s order
for allotment and retention of railway quarters and take necessary steps
for recovery of damaged rent/eviction of the premises resulted in loss of
Rs. 15.19 crore for the period 1 April 2000 to 31 March 2005 alone.

(Para 5.2.1 of Report No: 6 of 2006 - Railways)

Report No. 5 of 2006

Chapter I - Project Management Practices in Gauge Conversion
and New Line Projects

Audit noted that although Indian Railways have fixed norms for undertaking
projects, 107 out of 133 projects were undertaken in spite of being
financially unviable.

(Para 1.7.2). Railways have a large shelf of pending projects and available
resources are thinly spread. At the present rate of funding the Railways
would require another 15 years to complete the pending gauge conversion
projects and 38 years to complete the pending new line projects (Para
1.7).

Chapter II - Introduction of New Services through Supplementary
Demands for Grants

Audit reviewed 172 works introduced outside the regular budget on out
of turn basis and noticed that 77 works had not yet commenced one to
five years after their approval by the Parliament (Para 2.7). Only 29
works had been completed upto March 2005. The work on 54 out of
116 works sanctioned on safety considerations had not commenced even
after one to five years of their approval while 35 works were still in
progress one to six years after approval (Para 2.8). Audit reviewed 65 out
of 84 works relating to provision of staff amenities, construction of new
lines, gauge conversion and electrification sanctioned outside the regular
budget cycle. It was seen that 23 works were yet to commence and work
in 25 cases was in progress (Para 2.9).



81INDIAN RAILWAYS ANNUAL REPORT AND ACCOUNTS 2005-06

Chapter III - Planning, execution and operation of Mass Rapid
Transit System, Chennai

Audit noted that the project was sanctioned despite an assessed rate of
return of only 6.37 per cent as against the norm of ten per cent. Even
this rate of return was worked out without taking into account the State
Government’s share of capital expenditure. The rate of return worked out
to only (-) 1.68 per cent after taking the State’s share into account. Thus
the project was financially unviable right from the beginning (Para 3.7.1).
The route of the Mass Rapid Transit System was aligned through marshy
land, slum clusters and unhygienic approaches to stations. This affected
the utilisation of the system, and full value for money invested could not
be realised (Paras 3.7.2 and 3.10). Though five large station buildings
constructed at a cost of Rs. 42.83 crore in Phase I were already lying
without possibility of adequate commercial exploitation for the last eight
years, no lessons appeared to have been learnt as the project administration
took up further construction of nine large station buildings in Phase II of
the project at a cost of Rs. 129.86 crore (Para 3.7.3).

Chapter IV - Performance appraisal of Medical and Health
Services

Audit observed that the Medical and Health Department of Indian Railways
had not adopted a health policy after issue of the National Health Policy
in 2002. The Medical and Health Department had also not devised
parameters/health indicators to evaluate its services (Para 4.7.2). Audit
also noted that data/documentation used for planning purposes was
unreliable (Para 4.7.3), and there was no system for obtaining feed back
from patients in some of the hospitals/health units reviewed (Para 4.7.4).
Deficiencies in ensuring provision of quality medicines and deficient
assessment of requirement of medicines were noticed (Para 4.8.1).

Chapter V - Decentralisation of procurement of stores in Indian
Railways

The Railway Board had relied upon the soundness of their vendor
management systems for the success of the decentralisation undertaken
in 2001-02. Audit noted that items were selected for decentralisation
without obtaining views from the field offices and assessing the
requirements of different units (para 5.7). The objective of reducing time
taken for procurement of indented items under the centralised
procurement system was not fully achieved as the zonal railways took a
long time in consolidating the requirements of their field units (Para
5.8.1). Long extensions of delivery periods were granted by the zonal
railways and in some cases suppliers were allowed to be made deliveries
even upto three years after the initial delivery period.
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Report No. 11 of 2006

Chapter I - Information Technology Audit of PRIME–IT audit of
PRIME, to the extent implemented by three Zonal Railways, revealed
several significant deficiencies as nine of the 18 sub modules developed
were not put to use leading to sub optimal utilisation of the application.

Chapter 2 - Audit of IT Governance with reference to
implementation of PRIME AND AFRES – Evaluation of IT governance
in Eastern Railway with reference to the implementation of PRIME and
Advanced Financial and Railway Expenditure Management System (AFRES)
disclosed delays in acquisition of infractructure resulting in a time over
run of three years and cost over run of Rs.1.63 crore. The extent of time
over run and cost over run was bound to increase even more as the system
was yet to be tested and implemented (Para 2.6.1).

Chapter 3 - Transaction Accounting System (TAS) – The TAS
introduced on Metro Railway, Kolkata was found to be deficient both in
application and general controls. Implementation of non-cluster solution,
in contravention to the recommendation of Regional Computer Centre
(RCC) Kolkata, adversely affected the on-line processing. In the absence
of incorporation of validation checks, the system was accepting any value
entered as the amount of bill without cross verifying the availability of
funds under the corresponding heads.


