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Gist of important Audit Paragraphs from
the Report of the Comptroller and Audi-
tor General of India - Union Government
(Railways) for the year ended 31st March
2007.

Report No.CA6 of 2008 (Compliation Audit) - Railways

Fixation of haulage rates less than the base class at break even rates
has resulted in loss of Rs.801.67 crore during nine months period
alone.

(Para 2.1.1)
Non-declaration of Tinaighat station as a Port Serving Station though
it handled inward traffic of iron ore meant for a Port has resulted in
short levy of freight amounting to Rs.15.54 crore.

(Para 2.1.2)
Railway’s failure in not canceling a pair of uneconomic passenger
trains resulted in an avoidable loss of Rs.10.96 crore.

(Para 2.1.3)
Railway granted concession in freight for short lead traffic up to 50
kms resulting in operational losses and lesser realisation of earnings
to the tune of Rs.102.12 crore.

(Para 2.1.5)
Non-observance of procedure for levy and collection of punitive charges
on overloaded wagons has resulted in non-recovery of Rs.11.42 crore.

(Para 2.2.1)
Non-availability of vital equipments during manitenance of WAG-9
locomotives led to stabling of 17 locos for 3839 days resulting in a
loss of earning capacity to the extent of Rs.47.83 crore.

(Para 2.4.1)
Railway’s inefficiency and bad workmanship resulted in delay in the
Periodical Overhauling of coaches and wagons and a consequent loss
of earning capacity to the tune of Rs.24.18 crore.

(Para 2.4.2)
The failure of the Railway Administration to implement Railway Board’s
instructions regarding avoiding despatch of fit wagons to Workshop
has resulted in loss of Rs.14.65 crore.

(Para 2.4.4)
Failure to observe guidelines regarding waiver of demurrage charges
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resulted in loss of Rs.11.41 crore on account of net earning capacity
of tank wagons.

(Para 2.4.9)
Railway’s failure in not adhering to the statutory requirement stipu-
lated for obtaining forest land for a project and commencing the work
resulted in wasteful expenditure of Rs.68.92 crore.

(Para 3.1.1)
Railway Board’s injudicious decision to provide improved Fibre Rein-
forced Polyurethane (FRP) modular toilets in coaches in place of con-
ventional toilets resulted in under-utilisation of the investment made
(Rs.61.95 crore) due to defects in design and specification.

(Para 3.1.2)
Railway’s indecisiveness in deciding the source of financing a work led
to delay in its completion, avoidable payment of Rs.17.41 crore due
to price escalation and non-utilisation of assets valuing Rs.33.54 crore.

(Para 3.1.3)
Railway’s failure in obtaining cheaper power from National Thermal
Power Corporation (NTPC) due to delay in completion of works re-
sulted in avoidable loss of Rs.31.47 crore on two Railways.

(Para 3.2.1)
Railway’s decision to bring a largely complete work within the scope
of National Rail Vikas Yojana (NRVY) resulted in blocking up of capi-
tal (Rs.36.20 crore) and incurrence of unsanctioned/uncommitted
expenditure (Rs.11.68 crore).

(Para 3.2.2)
Delay in commencement of a work after six years of its sanction and
further delay in completion has resulted in avoidable expenditure of
Rs.14.76 crore on account of haulage of trains for an additional run
of four kms and increase in cost due to price escalation.

(Para 3.2.3)
Failure of Railway Administration to adhere to the Railway Board’s
directive coupled with defective planning led to incurrence of idle
investment of Rs.8.87 crore and resulted in loss of earning potential
of Rs.2.08 crore on account of detention to wagons for want of
locomotives.

(Para 3.2.4)
Improper decision to award contract for construction of Road Over
Bridge (ROB) to M/s Konkan Railway Corporation Ltd. (KRCL) on
‘Turn Key’ basis at higher rates led to extra liability/expenditure of
Rs.24.86 crore.

(Para 3.3.1)
Railway’s failure in utilisation of ballast as per permissible limits of
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requirement during gauge conversion works resulted in extra expen-
diture of Rs.25.48 crore.

(Para 3.4.1)
Non-adherence of Railway Board’s directives for not publishing the
terms and conditions of tenders in the Tender Notices advertised in
the Newspapers resulted in extra avoidable expenditure of Rs.19.19
crore.

(Para 3.4.2)
Due to adoption of price index of ‘metallic minerals’ instead of ‘steel
ingots’ or ‘steel’, the actual metal used for manufacture of wheels, the
prices were fixed on higher side resulting in extra expenditure and
unintended benefit of Rs.58.06 crore to SAIL during the year 2005-
06 alone.

(Para 4.1.1)
Despite being aware of supply constraints, Railway Board placed an
order for supply of the entire quantity of corten steel on M/s TISCO
resulting in non-supply leading to avoidable expenditure of Rs.12.22
crore.

(Para 4.1.2)
Decision to procure a  CNC machine at a cost of Rs.12.17 crore
without correctly assessing the work load resulted in avoidable pay-
ment of Rs.3.65 crore on account of payment of dividend to Gen-
eral revenues.

(Para 4.1.3)
Failure of the Railway Administration to adhere to the norms fixed
for consumption of HSD oil by Diesel Shed during maintenance
schedules resulted in excess of consumption entailing extra expendi-
ture of Rs.12.35 crore.

(Para 4.2.1)
Failure of DLW to prove out the Portal Milling Machine within stipu-
lated time not only led to blocking up of fund of Rs.21.00 crore
invested for procurement of machine but also resulted in incurrence
of extra expenditure of Rs.89.80 crore.

(Para 4.3.1)
Failure of the Railways to execute agreements before commence-
ment of the works of ROBs/RUBs, non-preparation of completion
reports, non-assessment of interim cost for raising the bills and non
closure of the level crossing even after commissioning of the bridges
has resulted in non-recovery of Rs.62.24 crore.

(Para 5.1.1)
Failure of Zonal Railway’s to abolish the system of using Box Porter
led to avoidable expenditure of Rs.29.77 crore.

(Para 5.2.1)
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Report No.PA8 of 2008 (Performance Audit) - Railways

Chapter 1 - Disaster Management in Indian Railways
This chapter contains the results of Performance Audit on Disaster
Management in the Indian Railways. The disaster management plans
devised by the Zonal Railways and the divisions did not comprehen-
sively address all aspects of disaster management. The disaster man-
agement plan lacked uniformity and did not adhere to the provisions
of the Disaster Management Act, 2005.

(Para 1.10.1)
The infrastructure provided in terms of provision of rescue and relief
equipments on the railway network, facilities in hospitals for the de-
ceased and in trains were inadequate and the communication facilites
were weak. Moreover, speed restrictions and non-placement of relief
equipments strategically in all the divisions impeded speedy response
to disasters and the entire mechanism reflecting the state of pre-
paredness was not geared up to envisaged levels.

(Para 1.10.2)
Coordination arragements with State Governments/District authori-
ties as well as other agencies were weak and Railways were unable to
harness their infrastructure while responding to disasters.

(Para 1.10.3)
Training - a vital tool to hone the skills of staff - did not receive
requisite importance. Even basic training in First Aid and disaster
management were not imparted to most of the frontline staff.

(Para 1.10.4)
Railways were neither able to rapidly access the disaster sites nor
provide organised rescue and relief during the ‘Golden hour’ - the first
hour after the accident. Delayed arrival of relief equipments at the
disaster sites also led to delayed restoration of rail traffic causing di-
versions and cancellation of trains.

(Paras 1.11.1 to 1.11.3)
Assets were not renewed or rehabilitated in a timely manner. Safety
aids were not provided and the safety measures initiated for preven-
tion and mitigation of disasters were inadequate.

(Para 1.12.1)
Surveillance mechanisms in railway stations were inadequate and the
Railway Protection Force was ineffective in preventing unauthorised
entry into station premises.

(Para 1.12.2)
Chapter 2 - Land Management in Indian Railways
This chapter contains the results of the performance audit on Land
Management in the Indian Railways. Separate land management cells
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were not in existence in most of the Zones and Divisions.
(Para 2.9)

Mutation of land acquired was not done with the respective revenue
authorities. In some cases, the land acquired for the projects were
not handed over to the user departments.

(Para 2.10)
Inconsistencies prevailed in reporting facts and figures on various
basic data pertaining to land holdings, vacant land, encroachments,
land plans, verification of records with the State Revenue Authori-
ties.

(Para 2.11.5)
Instances of title disputes/forged sale of land by the private parties
were noticed in some zones.

(Para 2.11.7)
There was shortfall in construction of boundary wall in the various
divisions of the zones.

(Para 2.11.8)
Though an assurance was given in the Parliament during 1999 that
there will be no fresh encroachments, as many as 16,109 new en-
croachments crept in. Encroachments observed in  46 locations dur-
ing joint inspection conducted by Audit and Railways were not shown/
less shown in the railway’s records by the concerned SSEs/SEs. There
were 27,408 nos. encroachments in the safety zone at the begin-
ning of the year 2006-07.

(Para 2.11.9)
The policy of charging of license fee for the land given to CONCOR
on the basis of TEU’s handled instead of linking it with the market
value of land resulted in considerable loss of revenue to the extent of
Rs.551.26 crore during the period 2004-07.

 (Para 2.12.3)
There were delays in renewal/execution of license agreements rang-
ing from three to five years in 90 cases, 5 to 10 years in 2,427
cases and beyond 10 years in 16,588 cases. A comparison of the
land value arrived at based on 1985 valuation  (duly updated by the
prescribed percentages) and the current market value in 55 cases in
six zones (NFR, NR, NWR, SCR, SER, SR) and Metro Railway indi-
cated that in 42 cases, the license fee fixed based on land value in 1
January 1985 with prescribed escalation of 10 or 7 per cent per
annum was lower than the current market value resulting in loss of
revenue of Rs.15.69 crore during the period under review.

(Para 2.12.6)
There was no uniformity in levy of various charges among the zones



85INDIAN  RAILWAYS ANNUAL REPORT AND ACCOUNTS 2007-08

and within the Divisions in a Zone. Railway Board has not issued any
guidelines for uniformity in recovery of way leave charges.

(Para 2.12.7)
Chapter 3 - Scrap Management in Indian Railways
This chapter contains the results of Performance Audit of the Scrap
Management on Railways. Collection of Scrap was less than the tar-
get by 3,61,070 MT  (value Rs.539.80 crore) on some Railways
with reference to the targets fixed during the years 2002-03 to 2006-
07.

(Para 3.8.1.1)
A shortage of 10,909 MT of engineering and 5,025 MT of Me-
chanical scrap was recorded in the Advice Notes indicating loss of
Rs.9.84 crore.

(Para 3.8.1.3)
There was a difference of 4,600.32 MT of Scrap between the total
quantities of the lots placed for auction and quantity actually auc-
tioned representing a shortage valuing Rs.4.79 crore.

(Para 3.8.4.2)
There was loss of revenue to the extent of Rs.2.91 crore (Rs.1.65
crore in Southern Railway) due to the sale of scrap at prices lesser
than the reserved price fixed over seven Zonal Railways.

(Para 3.8.4.5)
Despite increasing trends in the ‘Wholesale Price Index’ for ‘Iron and
Steel’, Railways sold the rails as scrap material at lower rates. Audit
noticed large variations in the rates for the sale of same scrap item in
a year over Zonal Railways as well as between the minimum and
maximum rates in the same year resulting in lesser realaisation of sale
value.

(Para 3.8.4.6)

Chapter 4 - Construction, Operation and Maintenance of
‘Project Railway’
This chapter contains the results of performance audit of Construc-
tion, operation and maintenance of ‘Project Railway’ - gauge conver-
sion of Surendranagar - Mahuva with extension up to Pipavav of
Western Railway. Even after completion and commissioning of the
work in March 2003, the completion report has not been prepared
so far. In the absence of this, the Railway was not able to recover an
amount of Rs.17.88 crore from PRCL on account of Rs.0.89 crore
required for removal of deficiencies, Rs.0.96 crore for pending con-
tractual liabilites, Rs.7.74 crore as cost of material and Rs.8.29 crore
on account of Departmental and General charges.

(Paras 4.8.1 and 4.8.2.1 to 4.8.2.4)
Railway’s action to enter into agreement allowing the procurement of
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track and S&T material by PRCL has resulted in extra expenditure of
Rs.28.36 crore.

(Para 4.8.3)
Underestimation of cost of existing assets of Railways leased to PRCL
has resulted in loss of lease rental of Rs.15.24 crore. There would be
a recurring loss of Rs.3.81 crore per annum for the entire lease
period if corrective action is not taken.

(Para 4.8.5)
The Railway was yet to receive Rs.22.79 crore on account of opera-
tion and maintenance charges for the year 2003-04 and 2004-05
due in the year 2005-06. Moreover, the amount on account of fixed
cost of material for the year 2004-05 is yet to be assessed.

(Para 4.8.6.1)
Despite specific provision in the agreement for recovery of compen-
sation for the shortfall in guaranteed traffic, no action was taken by
the Railway for recovery of compensation of Rs.66.17 crore from
PRCL.

(Para 8.6.2)
Chapter 5 - Review on the working of Matunga Workshop
This chapter deals with the performance audit of the working of
Matunga Workshop with specific emphasis on repair/maintenance
of BG Coaches. Target for outturn of Matunga Workshop is fixed on
the basis of arisings of coaches for POH. The availability of man-
power, machinery etc. is not taken into calculation at all. The method
of fixing the target appears to be unscientific.

(Para 5.8.1)
Coaches booked by base stations for POH at Matunga workshop are
received without the list of missing items prepared jointly by Security,
Mechanical and Electrical department. During the period from 2004-
05 to 2006-07 fittings valuing Rs.0.87 crore were found missing.

(Para 5.8.2)
Matunga workshop has taken more than the prescribed time for
POH of coaches. Railway suffered loss of Rs.11.82 crore on ac-
count of detention to coaches during 2006-07 alone.

(Para 5.8.4)
Rejection of periodically overhauled coaches by Neutral Control Wing
as well as coaches marked sick within 100 days after they were
periodically overhauled indicates poor workmanship. Railways suf-
fered loss of Rs.3.56 crore on account of detention to rejected
coaches.

(Paras 5.8.7 and 5.8.8)
The expenditure of Rs.12.15 crore incurred on augmentation of
POH capacity of the workshop remained unproductive for the last
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two to three years resulting in non-achievement of projected saving
in time taken for POH and consequential loss of Rs.54.28 crore on
account of excessive detention to coaches.

(Para 5.8.9)
Report No.PA18 of 2008 (Information Technology Audit) -
Railways

Chapter 1 - Unreserved Ticketing System in Indian Railways
Unreserved Ticketing System provides the facility to purchase unre-
served tickets three days in advance of the date of journey and has
simplified the process of cancellation of unreserved tickets. Indian
Railways planned implementation of Unreserved Ticketing System
initially at 23 locations in Delhi area. Centre for Railway Information
System (CRIS) was the nodal agency for procurement of hardware
and development of software, which commenced in August 2002.
Unreserved Ticketing System has since been replicated in all the Zones
of IR.
The Information Technology audit of Unreserved Ticketing System
(UTS) over various zones of IR disclosed several deficiencies. The
decision to procure dot matrix printers for initial phases of implemen-
tation of UTS at differenet locations despite knowing its vulnerability
to manipulation rendered the system prone to misuse and frauds.

(Para 1.8.1)
Even though the UTS services were frequently disrupted by extensive
link failure in the leased communication channels provided by BSNL/
MTNL, there was no mechanism to ensure minimum guaranteed effi-
ciency of the leased lines. The plan to provide thin clients in smaller
stations experiencing frequent link failures was not achieved even
after a lapse of about five years.

(Para 1.8.2)
The system was not comprehensively designed and had various defi-
ciencies, which not only caused operational constraints but also war-
ranted manual intervention leading to increased security risks and
inconvenience to passengers.

(Para 1.8.3)
Disaster recovery and business continuity plans were not formulated
and the back up measures were not tested leading to operational
problems. Inadequate physical and logical access controls exposed the
system to unauthorised access and IT assets were not adequately pro-
tected. Change management controls were also weak.

(Paras 1.9.1 to 1.9.3)
Validation controls for cancellation of tickets and issue of both ad-
vance journey tickets and season tickets were inadequate. The policy
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of allowing cancellation of non-suburban tickets was prone to misuse
in case of travel to short distance destinations. Fares and distances
between stations were incorrectly adopted in the system leading to
incorrect levy of fares from passengers. Several routes were not de-
fined in the system preventing issue of tickets to destinations. The
database contained various inaccuracies casting doubts on its reliabil-
ity.

(Paras 1.10.1 to 1.10.4)
The system was also deficient in controls to monitor and check any

fradulent use of pre printed ticket stationery.
(Para 1.10.5)

Chapter 2 - Other Computerised applications in IR
Information Technology Security of the computerised applications in
Western Railway suffered from various deficiencies such as lack of IT
security policy and failure to conduct any threat based risk assess-
ment for systems and data. An independent vulnerability assessment
revealed as many as 274 vulnerabilities out of which 197 were of
high risk. Network security was inadequate as open ports were found
in personal computers rendering the systems vulnerable to viruses,
worms and intrusion by hackers. Both the physical and logical access
controls were inadequate exposing the systems to unauthorised ac-
cess and malicious software.

(Paras 2.1.6.1 to 2.1.6.3)
Physical and information assets in Western Railway were not classi-
fied and there was no mechanism to designate ownership of critical
information. Training in IT security was inadequate and internal au-
dits of IT assets, application and its security were not conducted.

(Paras 2.1.6.4, 2.1.6.6. and 2.1.6.7)
The Provident Fund Accounting System in Izatnagar Division of North
Eastern Railway suffered from defects such as business rules relating
to accounting of Provident Fund transactions not being incorporated
leading to incorrect processing of transactions, inadequate validation
controls which adversely affected the reliability of data, weak access
control mechanism and absence of audit trail rendering the system
vulnerable to manipulation. The system was not functioning concur-
rently with the Pay Roll System and therefore up to date balances of
subscribers’ Provident Fund accounts were not available.

(Paras 2.2.6.1. to 2.2.6.4)
Audit Report No.CA10 of 2008 (Regulatory Audit)
Konkan Railway Corporation Limited
Financial Accounting Module of ERP
To enhance efficiency of the various financial and operational func-
tions of the Organisation and for timely generation of Management



89INDIAN  RAILWAYS ANNUAL REPORT AND ACCOUNTS 2007-08

Informatrion system (MIS) reports to aid the Board of Directors in
decision making, Konkan Railway Corporation Limited (Company)
developed an Enterprise Resource Planning (ERP) system known as
Railway Application Package (RAP) containing 17 modules through
Tata Infotech Limited (TIL) in 1995 and implemented it in 2001 at a
cost of Rs.5.26 crore.
By the  year 2004, the Company realised that the RAP was heading
for technological dead-end due to the Alpha servers going out of
production and inability to get propriety development tools of Informix
forms. Consequently, the Company decided (April 2004) to reengineer
the RAP system to open-ended Java system known as JRAP and
assigned the job to M/s Amritha Technologies Limited (ATL) for
implementatiopn of the sytem by April 2005 at a cost of Rs.3.96
crores. Despite release of entire cost to M/s ATL, all the 17 modules
of the system had not been implemented till date (September 2007)
except the Financial Accounting (FA) module implemented by Janu-
ary 2007.
IT Audit of JRAP system was conducted to review the development
and implementation with the main focus on JRAP-Finance Account-
ing (FA) module and its linkages with other 16 modules and analysis
of various application controls. It was observed that the Company
had not carried out techno-economic feasibility study before taking
up the project of migration of RAP to JRAP. As a result, the Com-
pany was facing difficulties in maintaining the system. Non-migration
from RAP to JRAP of all the modules even after a lapse of three
years meant that the Company had to maintain both the systems
without much value addition.
Even in the FA module, there were critical systems requirements that
were not envisaged or designed. The critical interface with other mod-
ules was not possible due to non-implementation of other modules.
The validation checks were inadequate resulting in controls being car-
ried out manually. The disaster recovery and business continuity plan
was not in place thereby exposing the data and the buisness to the
potential risk of loss of data. Thus, the objectives of computerisation
through an ERP system had not been achieved. The Company needed
to address the deficiencies in the system in a time bound manner.
Audit Report No.CA11 of 2008 (Regulatory Audit)
Railtel Corporation of Indian Limited
The Company’s failure to prepare the separate accounts for Infra-
structure Provider Category-II licence resulted in an avoidable pay-
ment of Rs.3.39 crore towards licence fee, interest, penalty and in-
terest on penalty.

(Para 17.1.1)
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