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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 2014 and Status Report on pending 
Action Taken Notes (ATNs).

Audit Report No.19 of 2014-Union Government (Railways)-Railways Finances 
During 2012-13, the Gross Traffic Receipts increased by 18.85 per cent over the previous year  y
which was higher than the growth (10.13 per cent) achieved during 2011-12. The growth rate 
of freight earnings and passenger earnings was 22.60 per cent and 10.89 per cent respectively 
over the previous year. These were above the Compound Annual Growth Rate (CAGR) 
achieved during 2008-12. The Operating Ratio improved to 90.19 in 2012-13 from 94.85 in 
2011-12.  

(Para 1.3, 1.4 and 1.9)
Net surplus after meeting dividend liability stood at  y `8,266.25 crore in  
2012-13. It was less than the budget estimates by 46.86 per cent despite a reduction in the 
appropriation to Depreciation Reserve Fund by 28 per cent.  

(Para 1.3 and 1.2)
The balance available in the Railway funds increased from  y `1,770.91 crore in 2011-12 to 
`4,073.41 crore at the end of the year 2012-13. However, it was seen that the fund balances 
had declined from `15,654.68 crore in 2008-09 to `4,073.41 crore in 2012-13. Depreciation 
Reserve Fund and Capital Fund closed with balance of ̀ 9.80 crore and ̀ 42.68 crore respectively. 
A positive balance in Capital Fund was achieved by diverting payment of lease charges to 
Indian Railway Finance Corporation (IRFC) from Capital Fund to Capital received as General 
Budgetary Support from Government of India. This resulted in depriving the Railways of the 
additional investments that could have been made on other capital works. It also made the 
borrowing from IRFC more expensive as dividend is required to be paid to Government of India 
on any expenditure incurred from Capital. Further, the contribution to the Depreciation Reserve 
Fund was not made as per requirement despite there being a huge backlog of renewal and 
replacement of over aged assets in the railway system which are required to be replaced for safe 
running of trains.  

(Para 1.11)
Indian Railways was unable to meet its operational cost of passenger and other coaching  y
services. During 2011-12, there was a loss on passenger and other coaching services of 
`23,643.68 crore. The freight services earned a profit of `23,076.70 crore which indicated 
that Indian Railways is actually incurring a loss on its core activities.

(Para1.6)
Indian Railways incurred  y `1,670.24 crore more than the authorization given by Parliament 
in three revenue grants and seven appropriations despite obtaining supplementary provisions 
in all except three appropriations. In two appropriations, expenditure was incurred without 
obtaining original and supplementary provisions. In eight revenue grants and one capital 
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grant (three segments), there were savings of more than `100 crore. There were persistent 
excess during last four years in one revenue grant and one appropriation which indicate the 
failure of Indian Railways to accurately estimate budgetary requirements in order to enforce 
fiscal discipline.  

(Para 2.2)
Indian Railways is in general not following its own rules and regulations laid down in the  y
Financial Code and Engineering Code for efficient execution of projects and for proper 
accounting of financial transactions. In the absence of proper records it is not possible to 
ascertain expenditure incurred in executing a project; it indicates a lack of financial discipline 
and increases risk of losses - both material and financial, in implementation of projects. This 
assumes significant importance in view of the large number of projects under implementation in 
the railways. Completion reports were not prepared for 674 projects completed/commissioned 
prior to March 2011. This includes 92 projects commissioned during the last three years 
(2008-09 to 2010-11) and 466 projects commissioned more than three years ago, of which 
78 projects were commissioned twenty years ago. The date of completion of 116 projects 
was not on record. Cases of expenditure in excess to sanctioned estimate etc remained un-
regularized for decades and has led to the situation of no control/check over expenditure on 
capital works. The Ministry of Railways incurred expenditure more than its agreed percentage 
of cost due to non-following the terms and conditions of the agreements executed with the 
State Governments relating to cost-sharing projects.  

(Para 3.6.2, 3.6.12 and 3.6.9)
Railway Audit Report No. 26 of 2014
Para 2.1 Performance of Weighbridges in Indian Railways

Indian Railways (IR) having a vast network of 64,600 Route Kilometers are the principal mode 
of transportation for long haul freight movement in the country. IR carried around 1008 million 
tonnes of freight during the year 2012-13 and earned `85,262 crore. This comprised 67 per cent of 
the total revenues earned by the Railways.
Audit Findings

The Railway Board failed to ensure weighment of all freight traffic. A majority of loading 
points were not covered by weighbridges. Further, they were largely dependent on privately owned 
weighbridges (65 per cent) for weighment especially for bulk consignments such as coal, iron-ore 
etc. Static weighbridges (15 per cent) are still used for weightment particularly in private sidings. 
There were deficiencies in the 

proper up-keep and maintenance of the weighbridges. These deficiencies were especially 
pronounced in private weighbridges. There is thus a high risk of revenue loss in carrying of bulk 
consignments. It is imperative to monitor overloading of wagons and installation of weighbridges at 
suitable locations/bulk loading points.

Despite Railway Board’s repeated instructions, the Zonal Railways failed to ensure 100 per 
cent weighment of loose traffic. Further, in view of the high percentage of overloading noticed in the 
test checked cases of parcel vans it is advisable that their weighment is also made compulsory so as 
to avoid leakage of revenue. 

(Paragraph 2.1.7)
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Maha Kumbh Mela 2013
Introduction

The Kumbh Mela is a major Hindu religious festival that is held every three years at four 
different locations (Nasik, Ujjain, Haridwar and Allahabad) by rotation. The Kumbh Mela of 2013 was 
considered a Maha Kumbh Mela, which comes only once every 144 years. The Maha Kumbh Mela 
2013 (Mela) was celebrated from 14th January, 2013 to 10th March, 2013 at Allahabad. Around 12 
crore pilgrims and visitors from all over India participated in the Mela. 
Audit Findings

The Mela Office/ North Central Railway had made elaborate plans to handle the large number 
of pilgrims expected to attend the Maha Kumbh Mela 2013 at Allahabad. This included additional 
RPF/RPSF personnel to handle the huge pilgrim influx and running of Special Mela trains were 
planned to handle the large influx of pilgrims. The number of Mela trains to be run from Allahabad 
station was based on the premise that a large number of pilgrims would be diverted from Allahabad 
to other designated Mela stations. For the special bathing days, when a larger than normal crowd 
was expected, the Railways had planned to stagger the outflow of pilgrims from Allahabad by 
running extra Mela Special trains on three consecutive days after the bathing date. 

The NCR Administration was, however, unable to ensure that pilgrims were diverted away 
from the Allahabad station. They failed to establish proper coordination with the State authorities 
to block the influx of pilgrims towards Allahabad station and to divert them to the other seven 
designated Mela stations or to stagger their return as per their plan. No evidence has been found 
that any proper steps were taken by the Railway Administration to divert the rush to other Mela 
stations/’night shelters’. Only announcements regarding the trains being run from all stations were 
regularly made. 

The stampede that occurred at the station highlights the lack of close coordination and cooperation 
with the State Government. Further, effective crowd management required close cooperation and 
coordination between both the security wings of the Railways i.e. the RPF and GRP. On the day of 
Mauni Amawasya, this problem was further accentuated by the presence of substantially less security 
personnel than that assessed by the Railway Administration itself. It also focuses on the absence of a 

specific disaster management plan. In fact, Railways’ definition of disaster does not cover a 
manmade disaster like a stampede. 
Recommendations 

The disaster management plan of Railways does not cover the risks involved in the management 
of huge crowds at Railway stations. In fact, the Railways require to formulate a well-thought out 
Disaster Management Plan for immediate response to any unexpected incident which can occur 
due to the pressure of large crowds. This plan would need to include provision of quick medical 
treatment; and adequate and effective deployment of security personnel to ensure timely action for 
crowd management. 
Thematic Audit on ‘Works implemented under Material Modification in Indian Railways’
Introduction

Material Modification (MM) refers to a substantial change in the scope of a sanctioned work or 
scheme which was not thought of at the initial stage but which is subsequently considered necessary. 
Independent works/schemes/ projects do not fall in the category of Material Modification as these 
would require separate sanction of the competent authority. 
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Audit Findings
Material Modification (MM) refers to a substantial change in the scope of a sanctioned work or 

scheme which was not thought of at the initial stage but which is subsequently considered necessary. 
Independent works/schemes/ projects do not fall in the category of Material Modification as these 
would require separate sanction of the competent authority. Audit observed that 91 MM works were 
sanctioned against 38 original projects. None of these could be classified as MMs as these projects 
were on adjoining/ separate alignments. Audit also observed that 31 MMs were approved after 
completion of the original project. In fact in four cases the MMs were sanctioned as late as eight to 
ten years (Northeast Frontier Railway) after completion of the original project. Ministry of Railways 
flouted the procedures laid down for both formulation and approval of projects. Even preliminary 
procedures like conducting a Techno Economic Survey were not followed. In fact the standard 
procedure of taking approval of the Planning Commission before inclusion of a work in the Annual 
Works Programme was also not followed. 

(Paragraph 3.1)
Thematic Audit on ‘Management of scrap in Indian Railways’
Introduction

Scrap can be defined as the material no longer useful to the Railways for the purpose it was 
originally purchased or obtained. It consists of condemned rolling stock (loco, wagon and coach), released 
Permanent Way materials declared unserviceable, unserviceable material generated in workshops, 
maintenance depots and scrap generated in Productions Units. The process of scrap disposal includes 
timely identification and collection of scrap from scrap originating points, lot formation in economic 
quantity of a particular item of scrap, its valuation and sale. Regular and expeditious sale of scrap is 
essential, not only to fetch the best price possible, but also to avoid unnecessary accumulation, theft and 
pilferage. Delay in declaring and disposal of scrap leads to its deterioration and reduction in its value.
Audit Findings

The planning and estimation of scrap generation was not realistic. Wide variations in release 
of rails as compared to estimated projections in selected works indicated that the estimates were 
not prepared as per the field/track conditions. There were delays in identification and collection of 
scrap over various Zones. Absence of weighment facilities at senders’ locations was another weak 
link which enhanced risk of theft/pilferage of stores on the way to scrap depots. Lots formed for the 
purpose of disposal of scrap were found short at the time of delivery. There were delays in disposal 
of lots and thus accumulation of unsold lots in Zonal Railways. Most of the Zonal Railways and 
Production Units did not furnish the reserve price of sold lots to audit. As a result of non-sharing of 
the basis of fixation of reserve price audit could not compare the reserve prices fixed over various 
zones and thus a high risk of revenue loss in carrying of bulk consignments. It is imperative to 
monitor overloading of wagons and installation of weighbridges at suitable locations/bulk loading 
points.

Despite Railway Board’s repeated instructions, the Zonal Railways failed to ensure 100 per 
cent weighment of loose traffic. Further, in view of the high percentage of overloading noticed in the 
test checked cases of parcel vans it is advisable that their weighment is also made compulsory so as 
to avoid leakage of revenue. 
Working of Integral Coach Factory, Chennai 

Integral Coach Factory (ICF) at Perambur, Chennai is an important coach production unit of 
Indian Railways and responsible for design, development and manufacturing of coaches. Audit noticed 
delay in finalization of Annual Production Programmes due to frequent revisions in the production 
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plans both at ICF and the Railway Board level. The actual outturn of different types of coaches was 
either increased or decreased in comparison to targets of production fixed for them. This adversely 
affected the production of heavy build coaches and timely availability of coaching stock.
Working of Rail Wheel Factory, Yelahanka, Bangalore 

Rail Wheel Factory (RWF), Yelahanka commissioned in 1984 is a production unit of Indian 
Railways and is engaged in production of wheels, axles and wheel sets of railroad wagons, 
coaches and locomotives. Audit observed that the planning process of RWF was weak. Rail 
Wheel Factory focused primarily on achieving/ exceeding the annual production targets fixed 
by Railway Board without reference to actual requirement of types of wheels as decided in 
the quarterly Wheel Tyre Axle (WTA) allotment observed meeting. Planning for production 
and distribution was not as per WTA allotment. This lack of synchronization between its WTA 
allotments and production resulted in stock piling of inventory of certain types of wheels.
Other individual Audit Paragraphs

Southern Railway (SR) Administration failed to ensure the availability of satisfactory operational  y
arrangements for running of Parcel Cargo Express Trains (PCET) with fixed path and time 
schedules. This adversely impacted the revenue earnings to the tune of `314.64 crore on 
four routes due to non-commencement/ non-operation of PCET. Besides, the Railway had 
to sustain loss of parcel charges to the tune of `15.44 crore on account of under-utilization of 
rakes operated on one route.

(Paragraph 2.3) 
The commissioning of a new Broad Gauge (B.G) line (cost  y `351.48 crore) between Kottur–
Harihar in South Western Railway without rectifying the major deficiencies in‘formation work’ 
resulted in opening of a new line section for regular traffic compromising the safe operation of 
trains/ safety of travelling passengers 

(Paragraph 3.2)
Failure of North Western Railway Administration to prefer bills for way leave charges for the  y
railway land occupied and utilized by Jaipur Development Authority resulted in loss of revenue 
to the tune of `30.02 crore for one year alone (2012-13) 

(Paragraph 3.3)
Delay in construction of Pit Line at Kishanganj of Northeast Frontier Railway resulted in  y
avoidable haulage cost of `22.18 crore of empty rake of ‘Garib Nawaj’ from Kishanganj to 
New Jalpaiguri 

(Paragraph 3.4) 
Failure of NWR Administration to assess the viability of a new line project resulted in  y
unproductive expenditure of `133.69 crore on construction of Ajmer-Pushkar new Railway 
line besides incurring an operating loss of `2.60 crore .

(Paragraph 3.9)

Environment Management in Workshops, Sheds and Production Units of Indian 
Railways (Report No. 23 of 2014, Union Government (Railways)
Introduction

Operation and maintenance of 438 workshops, sheds and production units in Indian Railways 
(IR) cause air, water and noise pollution besides generating significant hazardous wastes. IR is the 
single largest user of both energy and water in the country. Conservation of energy and water is 
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essential to avoid wastage. A review was taken up to assess the performance of 138 workshops, 
sheds and production units in addressing the environmental impact of its operations/ maintenance 
activities and measures adopted for conservation of energy and water.
 Major Audit Findings 

As per section 21 of the Air (Prevention and Control of Pollution) Act, 1981, no person shall except  y
with the previous consent of the State Pollution Control Board, establish or operate any industrial 
plant in an air pollution control area. Audit observed that Consent to Establish was not obtained 
by 88 per cent of the workshops and sheds test checked. Consent for Operation was also not 
obtained by 68 per cent of the workshops and sheds test checked. There was shortfall (45 per cent) 
in periodical renewal of consent and compliance with the conditions attached with the consent. 

(Para 2.1.1)
Monitoring of air quality along with the provision of pollution control equipment was inadequate.  y
Air pollution control equipments such as wet scrubber, fume extractors, dust collectors etc. were 
not provided in 69 per cent workshops and sheds test checked. Pollution control equipments in 
two production units Chittaranjan Locomotive Works/ Chittaranjan and Diesel Locomotive Works/
Varanasi were not maintained in working condition.

(Para 2.2.1 & 2.2.2)
There were no specific instructions/guidelines by the Railway Board for installation of Effluent  y
Treatment Plant (ETP) at workshops, sheds and production units. No ETP was provided in 60 
per cent of the units test checked. In eight workshops and sheds, where ETP was provided, 
sources of effluents were not connected to the ETP. Sludge from ETPs was disposed off in 
open area leading to contamination of ground water.

(Para 2.2.5) 
There is no system in place at the Railway Board level to monitor achievement of targets  y
related to conservation of electrical energy. Efforts of workshops and sheds to conduct energy 
audit and implement their recommendations were slow and inadequate resulting in non-
achievement of projected savings. Initiatives of workshops, sheds and production units in 
generating alternative sources of energy such as solar and wind energy were insignificant.

(Para 3.1, 3.1.1 & 3.1.2)
Despite clear instructions by Railway Board to provide Water Recycling Plant (WRP) at such  y
locations (stations/sheds) where water is scarce. WRP was provided only in one depot. RWH 
system was not provided in 81 per cent of the workshops and sheds test checked.  

(Para 3.2.1 & 3.2.2)
Authorization from the State Pollution Control Boards for handling hazardous wastes was  y
obtained by 23 per cent workshops and sheds test checked. Maintenance of records of 
hazardous wastes was only partial. The procedures adopted by the workshops and sheds for 
disposal of wastes were not environment friendly.

(Para 4.1.1 & 4.1.3)
Periodical inspections by Medical Officers of the workshops, sheds and production units to  y
ensure the health and safety of the employees were not complied with even though health 
units were attached to 89 per cent of the workshops and sheds test checked. In all, 10,420 
accidents occurred during 2007-12 and of them, 51 per cent of the accidents occurred in 30 
workshops and sheds across Central, Eastern and Northern Railways. 

(Para 5.2)
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Recommendations
Audit inter-alia recommended that Mechanical Directorate of RB needs to establish a system 

of effective monitoring to ensure compliance with the statutory obligations relating to air, water and 
noise pollution and establish a monitoring mechanism for strict observance of statutory provisions. 
Audit also recommended that all workshops, sheds and production units need to frame a well 
defined target for implementing energy conservation measures. Audit emphasised the need of a 
time bound action plan by the Railway Board for harnessing renewable energy such as wind and 
solar energy.
“Hospital Management in Indian Railways” (Report No. 28 of 2014, Union 
Government (Railways)
Introduction

Indian Railways provide medical and health services to 64 lakh railway beneficiaries through 
129 hospitals and 588 Health Units spreading over 17 Zonal Railways (ZRs) and five production 
units. A sample of 69 Hospitals and 89 Primary Health Units /Dispensaries were selected for assessing 
the performance of hospitals in budgetary control, effective utilization of available manpower and 
efficiency in hospital administration. 

While the capital expenditure was four per cent of the total medical expenditure during 2008-13,  
the revenue expenditure for providing medical and health services to railway beneficiaries constituted 
only 2.68 per cent of ordinary working expenses of IR.
Major Audit Findings 

There was lack of effective budgetary control. Besides variation between the final grant and  y
the actual expenditure, there was idle investment of `17.64 crore due to improper planning in 
setting up of Nursing College and Hostel at Majherhat/Eastern Railway/Kolkata. 

(Para 2.3) 
There were 1970 Medical Officers as on 1st April 2013 as against the sanctioned strength of  y
2,473 resulting in shortage of 503 doctors (20.34 per cent). There was also shortage of 2,102 
Paramedical Staff. Shortage of doctors and paramedical staff had partially affected the medical 
and health services to patients. Medical equipment remained idle due to non-availability of 
skilled professionals. Despite spending `80.23 crore towards engagement of contract medical 
practitioners/specialists, expenditure of `1,146 crore was incurred during 2008-13 towards 
treatment of railway patients in non-railway hospitals. 

(Para 3.1.1 & 3.1.4)
In IR, there was no uniform list of Proprietary Article Certificate (PAC) items. Medicines  y
procured on Single Tender basis under PAC category varied across ZRs. Test check in SCR 
revealed that medicines procured under PAC category at higher rates on Single Tender basis 
resulted in loss of `30 lakh.

(Para 4.1.1, 4.1.2 & 4.1.3)
There was lack of proper storage facilities in many hospitals across Zonal Railways. In Central  y
Railway, medicines costing `75 lakh were destroyed due to fire in AC drug store room due to 
defective air conditioner and improper storage of combustible x-ray films.

(Para 4.2 & 4.3)
Incorrect assessment of requirement led to surplus and loss of shelf life of medicines worth  y
`32 lakh. Medicines valued `7.57 lakh were declared surplus in two Zonal Railways(ER and 
WCR). In 20 Hospitals and Health Units over eight Zonal Railways, substandard drugs worth 
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`21.45 lakh were supplied. Of them, in six Hospitals and Health Units, drugs were given to the 
patients before receipt of the test results. 

(Para 4.1.2 and 4.4)
56 medical equipments procured at a cost of  y `20.73 crore in nine Zonal Railways and in two 
Production Unit hospitals were either not in working condition or commissioned belatedly. 
One medical equipment procured by Central Hospital of WR at a cost of `62 lakhs remained 
unutilised for 28 months out of 60 months of its codal life. 

(Para 4.6) 
The work of development and implementation of Hospital Management Information System  y
(HMIS) HMIS across Indian Railways was taken up in 1992-93. IR, however, failed in 
developing HMIS in the last two decades which had resulted in poor documentation in regard 
to beneficiary data, Medical Identity Cards and maintenance of Medical History Folders.

(Para 5.1 & 5.2)
Authorisation for management and handling of bio medical wastes was not obtained by 27  y
selected hospitals and Health Units over five ZRs during 2008-10. Bio-medical wastes were 
improperly disposed of either by deep burial or burning in the open air. 

(Para 5.7) 
Recommendations

Audit inter-alia recommended the need to strengthen the process of formulation of budget with 
due consideration to the number of beneficiaries and the infrastructural needs of the hospitals. Audit 
also recommended that Indian Railways should prioritise its initiative to fill in the existing vacancies 
in Doctors and Paramedics cadre instead of depending on hiring specialists and engaging contract 
medical practitioners. Audit emphasised the need to ensure drug analysis within the prescribed time 
frame to prevent recurrence of supply of sub-standard drugs and proper bio-medical wastes treatment 
facilities in all hospitals of Zonal Railways.
Performance Audit Report on Management of Goods Trains in Indian Railways
(Report No. 31 of 2014, Union Government (Railways)
Introduction

Freight movement is one of the core activities of Indian Railways in terms of earning revenue 
as well as transport effort. IR carries more than 35 per cent of the total freight traffic (tonnes/
kilometers) of the country and about two-third of its revenue comes from transportation of 
goods traffic. The operation of goods trains depends largely on the aspects namely (i) Adequate 
availability of required rolling stock, crews and appropriate paths for movement of goods trains, 
(ii) Maintaining the rolling stock in good condition by facilitating timely repair and maintenance 
and (iii) Ensuring optimum utilization of locos/wagons by achieving reduction in turn-around 
time.
Significant audit findings 

The requirement of rolling stock assessed did not have any input from the Zonal Railways, the  y
ultimate user. Further, the quantity procured during the review period was not in line with the 
requirement assessed. It was also observed that even the ordered quantity of wagons was not 
supplied in full by the Railway Production units and Public Sector Wagon Manufacturers and 
the shortfall in wagon manufacturing was 36 and 24 per cent respectively. 

(Para 2.2, 2.3, and 2.6)
Funds provided for procurement of wagons were not utilised resulting in savings in all the  y
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years except for 2011-12 Principal lease payment of `5,514 crore made to IRFC from capital 
led to IR bearing an additional dividend liability of `221 crore. Projects for wagon design 
development for enhancing throughput were plagued by delays.

(Para 2.4, 2.5 and 2.8)
Delay in induction of the 15,815 wagons in the Railway system led to avoidable loss of earning  y
capacity of `1,635.67 crore in seven Zonal Railways. Deterioration in the various efficiency 
parameters like Wagon Turn Round (WTR), Hot Axles, Detachment, Train Parting, Spring 
Breakage, Poor Brake power affected smooth and efficient freight train operations. 

(Para 3.2.2)
The average detention was more than 24 hours in respect of 32 per cent of the wagons dealt  y
with at selected loading and unloading points during 2008-13. Further, the rakes after having 
been released/dispatched from goods sheds/sidings suffered detentions in terminal yards which 
averaged up to 15 hours. This coupled with detentions of rakes at enroute stations on account 
of stabling of rakes due to non availability of path, crew changing affected efficient operations 
of goods trains. The goods sheds/sidings were 
found deficient in basic facilities for loading/unloading affecting timely receipt and dispatch of  y
goods trains consequently leading to abnormal detentions of rolling stock.

(Para 3.2.5 and 3.2.6 and 3.3)
More than 50 per cent of the train run was observed at an average speed below 20 kmph.  y
Empty run of wagons had been consistently at 33 per cent during 2008-13 despite measures 
initiated by IR to capture the traffic in empty direction. Test audit also revealed that more than 
50 per cent of the goods trains started late for want of locomotives.

(Para 3.2.3, 3.2.4 and 3.4)
No permissible norms of detention for all activities at terminal yards/sick lines existed either  y
at Railway Board or Zonal Railway level. Wagons found unfit for operational activities during 
the examination suffered detentions for abnormally longer periods in terminal yards and sick 
lines. Audit observed that wagons suffered excessive detention during periodical overhauling 
in workshops as well as in yards before putting them for use. Despite an assurance given by 
MoR to PAC in 2010 that Railways have been attempting to achieve the cycle time five to eight 
days for POH of wagons, detention beyond prescribed cycle time was observed resulting in 
avoidable loss of earning potential.

(Para 4.2.1, 4.2.2 and Para 4.4.2)
An amount of  y `62.22 crore was spent on repairs of 3,661 unloadable wagons in NWR, SCR 
and SER alone. The amount spent on repair of another 7,551 unloadable wagons was not made 
available to audit. Improper handling of wagons by the siding owners was cited as the reason for 
wagons becoming unloadable. Audit observed that out of 45563 wagons initially rejected during 
2008-13 by NTXR, 39,853 were subsequently passed locally without being certified as fit by 
NCO in eight Zonal Railways and put in to service.

[Para 4.5, Para 4.6 (a) and (b)]
Cases of excessive detentions of wagons at various activity centres affecting the availability  y
of wagons, non availability of locomotives for running the goods trains and deterioration 
in average speed of goods trains points towards a monitoring mechanism that warrants 
streamlining.

(Para 5.4)
Audit inter-alia recommended that IR needs to ensure that acquisition of wagons /locomotives  y
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commensurate with the requirement assessed. Audit also recommended that IR should consider 
fixing norms for detention to wagons at each of the activity centre so that the stock can be 
effectively utilized. Audit emphasised that IR should also consider devising mechanism for 
improving the efficiency parameters and fix a reasonable time frame for repairs to wagon in sick 
line as well for POH of wagon in the workshop.

Report on Dual Freight Policy for Transportation of Iron Ore Traffic in Indian 
Railways/(Report No. 14 of 2015–Union Government (Railways) 
Introduction

Taking into account the socio-economic and commercial factors, IR specifies, for the same 
distance and quantity, higher and lower rates for transport of same or various forms of a particular 
commodity. 

‘Iron ore’ is an important (second largest) commodity transported by the IR. It is transported for 
domestic consumption in the Country and also for non-domestic consumption like sale / export.

With the primary objectives of lowering the cost of transport of ‘Iron ore’ for domestic producers 
and to keep freight charges for export of Iron ore in sync with its rising international spot market 
prices and garner high freight revenues in the event of increase in international price of Iron ore, IR 
Introduced (May 2008) the Dual Freight Policy (DFP) under which, transportation of ‘Iron ore’ was 
categorised into two categories on the basis of its end use viz. ‘domestic consumption’ and ‘other 
than domestic consumption’. The former was assigned a lower Class and the latter a higher Class. 
The above classes cover various types of Iron ore viz., lumps, fines, calibrated form, pellets etc. The 
freight difference between the two assigned classes was on an average more than three times. The 
manufacturers of Iron and Steel, Cement and Pellets were identified as the authorized customers 
eligible for booking ‘Iron ore’ at freight on domestic consumption rate. 
Major Audit Findings

Railways accepted indents of 225 consignees without obtaining prescribed documents from  y
them and allotted & booked ‘Iron ore’ in 2079 rakes charging freight at domestic rates. This led 
to freight evasion of `957.74 crore during the period from May 2008 to September 2013.

(Para 2.5.1)
 Acceptance of partial documents from 218 consignees and allowing booking of ‘Iron ore’  y
charging freight at domestic rates by Railway in respect of 5,083 rakes, led to freight evasion 
of `957.76 crore during the period from May 2008 to September 2013.

(Para 2.5.2)
Forty nine consignees submitted invalid documents for availing the benefit of charging freight  y
at ‘domestic consumption’ rate. The booking of 190 rakes resulted in freight evasion of ̀ 108.42 
crore.

(Para 2.5.3)
As many as 205 consignees booking 5,041 rakes were allowed charging of freight at ‘domestic  y
consumption’ rate though endorsement in the Forwarding Note and the Affidavit submitted 
were inaccurate and invalid. Due to this lapse, a penalty of `10,582.67 crore was also leviable 
on the defaulting Companies.

(Para 2.5.4)
Railways Administration allowed delivery at the unloading points of the consignments despite  y
non submission/partial submission/submission of invalid documents, which was in violation 
to the stipulated conditions. In view of the inaccuracies in the affidavit, they allowed freight 
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evasion of `4,508.61 crore. Besides, a penalty of `830.04 crore was also leviable due to this 
lapse. 

(Para 2.6.1)
Non-submission/partial submission/submission of invalid documents in respect of Steel  y
Authority of India Limited (SAIL) resulted in short charging of freight of `4,838.80 crore 
besides a penalty of `5.45 crore.

(Para 2.7)
Iron ore carried at domestic rate not consumed for domestic use y
In case of 61 Consignees, aggregated quantity of 71.22 lakh MT shown as received in ERs was  y
far less than the quantity transported by Rail, which indicates that the quantities booked and 
transported at domestic rate were diverted for third party trading/export . This quantity was not 
eligible for the domestic rate and attracted penalty of `5,095.97 crore. Of these 61consignees, 
48 consignees failed to submit prescribed documents.

(Para 2.8.1)
As per clause 8 of Rate Circular No.36 of 2009, the manufacturing units were allowed to  y
remove left over/residual iron ore fines for export out of the iron ore carried at domestic 
rate in the Plant premises without fixing any ceiling consulting the technical authority. Audit 
observed that 23 consignees removed Iron ore transported by rail at domestic rate from their 
Plant premises in excess of 25 per cent with aggregated quantity of 8.79 lakh MT. The removal 
ranged up to 100 per cent in certain cases.

(Paras 2.8.2 & 2.8.2(i))
Deficiencies in regulating framework 

The manufacturer having pellet or sinter Plant could use the generated fines in the blast furnace  y
by converting the fines into pellet/sinter. In case of these manufacturers, removal of iron ore 
fines should not have been allowed to them. But, this was not stipulated in the Rate Circular. 

(Para 2.8.2 (ii))
Although the allotment of rakes to Priority D customers was considerable in size, there was  y
no check of use of iron ore by the consignees for the production of Iron and Steel at their 
manufacturing units before allocations/allotments of rakes.

(Para 2.9.1)
There was scope of manual intervention in allotment through Rake Allotment System,  y
irrespective of the category without complying with the parameters in the system.

(Para 2.9.2)
Effectiveness of Internal Control & Monitoring

In absence of particular format and specific monitoring of submission of feedback to higher  y
level administration, Feedback mechanism could not act as monitoring and control tool.
Railway Board did not assign special checks on these transactions by Travelling Inspectors of  y
Station Accounts and Commercial Inspectors.
Staff deployed at various points to ensure compliance of documentary proof and other  y
pre-requisites were not adequately familiarized/sensitized with the importance of the same. 
Therefore, they failed to exercise an effective check while performing duties leading to 
admission of invalid documents/declaration/ affidavit for availing domestic rate, non detection 
of cases of large scale removal of iron ore from manufacturing units and short reporting of iron 
ore carried by Rail at domestic rate.

(Paras 3.3.2.1 and 3.3.2.2)
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Recommendations
Since penalty is only a deterrent after benefit has already been derived by the consignees,  y
there is need to ensure strict compliance of laid down provisions and enforcement of initial 
scrutiny and check, at all the stages right from assessment of requirement of rakes, allotment 
of rakes, acceptance of indents to loading and unloading. Effective enforcement would have 
prevented evasion of freight as brought out in the audit report
While laying down Rate circulars, Railway Board should frame detailed guidelines for Zonal  y
Railways laying down clearly the procedure to be followed to ensure complete check of 
essential documentation establishing the nature of use of Iron Ore transported by Rail. In this 
regard, instructions for comparison 
between Iron Ore transported and monthly/yearly consumption for domestic use with the aid  y
of Excise Returns should be issued & insisted upon. Essential checks need to be prescribed to 
assess rake requirement before allotment & review use of Iron Ore by consignees transporting 
it at concessional rates.
Railways may explore capturing data from the records regarding iron ore transported, consumed  y
and removed by iron and steel manufacturing companies through collection of ER 6 form 
along with ER 1. A check and control mechanism may be put in place to verify for select 
companies, the consumption with the production capacity, total receipts with loading figures 
from CRIS data etc. and end use of iron ore before allowing loading at concessional rates. The 
purpose of collection of these documents may also be clearly spelt out and communicated to 
the staff at field level.
 Periodicity of inspection by Commercial Inspectors may be laid down to facilitate complete  y
coverage of all loading/unloading points in a given time frame. Staff at field level may be 
trained for effective implementation of the policy.
Railways may assess feasibility of the suggestions made by Vigilance and take action to  y
implement them. Railways may also strengthen inspection, monitoring and reporting at various 
levels of freight operations to ensure effective implementation of the policy of dual freight.
Strict compliance to the commodity codes may be ensured while booking of ‘Iron ore’ rakes so  y
as to keep track of the commodity wise loading against companies. A unique code may also 
be allotted to customers, for monitoring and control of all transactions pertaining to them.

Audit Report No. 15 of 2015-Union Government (Railways)-Railways Finances
During 2013-14, Gross Traffic Receipts (GTR) increased by 12.79 per cent, whereas Ordinary  y
Working Expenses grew by 16.14 per cent over the previous year. 

(Para 1.3.1 and 1.3.2)
Annual growth rate of freight earnings declined sharply from 22.60 per cent to 10.14 per cent  y
and passenger earnings grew from 10.89 per cent to 16.63 per cent over the previous year. The 
growth rate in the freight earnings was below the Compound Annual Growth Rate (CAGR), 
whereas in case of passenger earnings it was above the CAGR achieved during 2009-13. 

(Para 1.4.1.1 and 1.4.1.2)
Operating Ratio (percentage of working expenses to traffic earnings) of Indian Railways (IR)  y
deteriorated to 93.60 in 2013-14 from 90.19 in 2012-13.

(Para 1.9.1)
Net Surplus after meeting dividend liability decreased to  y `3,740.40 crore in 2013-14 as 
compared to `8,266.25 crore in 2012-13. It was less than the budget estimates by 71.55 per 
cent. The shortfall in the Budgeted Net Surplus was due to decrease in Net Traffic Receipt 
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(excess of GTR over total working expenditure) by 47.93 per cent and excess payment of 
dividend by 28.16 per cent over the budget estimate. 

(Para 1.3.6)
The balance available in the Railway funds increased from  y `4,073.41 crore in 2012-13 to 
`6,025.28 crore at the end of the year 2013-14. However, it was seen that the fund balances 
had declined from `15,654.68 crore in 2008-09 to `6,025.28 crore in 2013-14.

(Para 1.11)
Indian Railways maintains Depreciation Reserve Fund (DRF) for replacement and renewal of  y
existing assets. Contribution to DRF was not made on the basis of historical cost, expected 
useful life and residual life of the assets but was dependent on the amount which the working 
expenditure could bear. As a result there was a huge backlog of over aged assets amounting to 
`47,310.94 crore as on April 1, 2013, out of which IR had spent `7,119.91 crore in 2013-14 
on replacement/renewal. The remaining over aged assets in the railway system were required 
to be replaced for safe running of trains.

(Para 1.11)
Capital Fund, which is appropriated from Revenue Surplus, closed with balance of  y `557.32 
crore as on March 2014. IR borrows money through Indian Railway Finance Corporation 
(IRFC) for acquiring rolling stock by the Financial Lease Route. As per accounting policy of 
IR, repayment of Principal component of borrowing is effected from the Capital Fund (internal 
source). However due to insufficient fund in Capital Fund, IR made payment of `12,629.49 
crore to IRFC during the period 2011-14, from the General Budgetary Support (GBS) 
received from Government of India (GoI), which was in violation of their own accounting 
policy. This also made the borrowing from IRFC more expensive as dividend is required to 
be paid to Government of India on the amount advanced by GoI as GBS to finance Capital 
Expenditure.

(Para 1.11)
During 2012-13, there was a loss of  y `26,025.46 crore on passenger and other coaching 
services. The freight services earned a profit of `33,221.24 crore. IR was able to retain 21.66 
per cent of the profit on freight earning after subsidizing the loss on passenger services in 
2012-13 as compared to (-) 2.46 per cent in the previous year, showing an improvement in 
the operational profit. 

(Para 1.6.1)
IR incurred  y `1,877.09 crore more than the authorization granted by the Parliament in six 
revenue grants and 10 appropriations and `842.66 crore in capital grant (one segment) and 
appropriation (two segments). 

(Para 2.2.1)
IR’s plan expenditure was financed mainly from Grant 16-Capital (General Budgetary support)  y
and Railway Funds (Internal Resources). While there was an excess expenditure of `841.84 
crore in Grant No.16-Capital in 2013-14, there were persistent savings in Grant No.16-Capital 
for the last six years ended March 2013 (ranging from `476.68 crore to `2,020.71 crore) and 
Grant No.16-Railway Funds for the last seven years ended March 2014 (ranging from ̀ 861.94 
crore to `8,217.50 crore) despite huge backlog of ongoing projects.

(Para 2.2.1 and 2.2.4) 
The Suspense Heads are intermediary/adjusting heads of accounts operated to record  y
transactions of receipts and payments which cannot be immediately booked to Final Head 
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of Accounts. Audit observed increasing trend in the balances under different suspense heads. 
Lack of continued and effective review resulted in accumulation of balances. 

(Para 3.3.1.1, 3.3.1.4 and 3.3.1.6)
The outstanding balance in traffic accounts represents unrealized earnings. The balance  y
under traffic accounts in accounts of IR increased from `1,149.06 crore as of March, 2010 to 
`1,590.33 crore as of March, 2014.

(Para 3.3.1.1)
Some balances under Suspense heads viz Miscellaneous Advance-Revenue, Workshop  y
Manufacture Suspense and Purchase Suspense date back to 1950-51, 1967-68 and 1986-87 
respectively.

(Para 3.3.2.2, 3.3.3.5 and 3.3.3.2)

Status Report on Pending Action Taken Notes (ATNs)-Railways
(As on 31.10.2015)

S.  
No

Report No./ 
Year 

Total 
number of 
Paras in the 
Report

No. of 
Reports/ Paras 
on which 
ATNs have 
not been 
submitted 
even for the 
first time

No. of 
Reports/
Paras on 
which 
amended 
ATN is 
awaited 

No. of ATNs 
which have 
been finally 
vetted by 
Audit but 
have not been 
submitted by 
the Ministry to 
PAC

ATNs 
pending with 
Audit

Total No. 
of pending 
ATNs

1 2 3 4 5 6 7 8

1 1998-99 106 - 1 - - 1

2 2000-01 101 - 1 - - 1

3 2001-02 101 - 1 - 1 2

4 2002-03 110 - 1 - - 1

5 2003-04 114 - 1 - 1 2

6 2004-05 105 - - - 1 1

7 2005-06 138 - 4 - 1 5

8 2006-07 165 - 1 - 1 2

9 2007-08 172 - 1 - 1 2

10 2008-09 104 - 2 - 1 3

11 2009-10 59 - 2 1 1 4

12 2010-11 34 - 8 - 5 13

13 2011-12 29 - 14 1 4 19

14 2012-13 30 1 15 1 7 24

15 2013-14 4 1 1 - 2 4

Total 1372 2 53 3 26 84

With Railway Board = 58
84

With Audit = 26




