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A KEY TO RAILWAY BUDGET DOCUMENTS 
 

For 2014-15 
 
 

Budget Statement 
 
 
 Under Article 112 of the Constitution, a statement of estimated receipts and expenditure of the 

Government of India has to be laid before the Parliament in respect of every financial year which runs from 1st 
April to 31st March. This is the Budget Statement. As Railway finances have been separated from the General 
Finances of the Central Government, a separate budget is presented for the Railways. The financial 
relationship between the Central Government and the Railways is governed by the recommendations made 
from time to time by the Railway Convention Committee of the Parliament. 

 
2. The Budget Statement shows the total revenue receipts, revenue and works expenditure, 

distribution of excess of receipts over expenditure and position of various Funds which the Railways keep with 
the Central Government, viz., Depreciation Reserve Fund, Development Fund, Pension Fund, Capital Fund, 
Railway Liability Reserve Fund and Railway Safety Fund. 

 
3. The Revenue receipts of the Railways consist of earnings from passenger traffic, other 

coaching earnings (which include parcels and luggage), earnings from goods traffic and sundry other earnings 
like rent, catering receipts, interest and maintenance charges from outside bodies, commercial utilisation of land 
and air space and commercial publicity on rolling stock and station buildings dividend form Railways‘ PSUs,  
reimbursement of operating losses of strategic railway lines by Ministry of Finance, etc. 

 
4. There are other Miscellaneous receipts also like receipts of Railway Recruitment Boards from 

sale of application forms and examination fees, etc, and Government's share of surplus profits which includes 
receipts from subsidised Railway companies in which the Government has no capital interest. The subsidy from 
General Revenues in respect of dividend payment is also accounted for in the miscellaneous receipts. The total 
of Revenue and Miscellaneous receipts makes up the total receipts of the Railways. The portion of the earnings 
which is due to the Railways during the financial year but has not actually been realised is held in a "Suspense" 
account. 

 
5. The expenditure incurred by the Railways is on Revenue account and on Works account. The 

Revenue account consists of Ordinary Working Expenses incurred by the various Departments on the Railways 
in their day to day working and other miscellaneous expenditure like the expenditure on Railway Board, Audit, 
Surveys and other miscellaneous establishments, payments as regulated by contracts to worked lines which 
are not owned by the Railways and are either worked by the Indian Railways or companies concerned. The 
Revenue Account also includes appropriation to the Depreciation Reserve Fund, the Pension Fund and 
dividend paid by the Railways to the General Revenues. Appropriation to Depreciation Reserve Fund is made 
annually on the basis of the recommendations of the Railway Convention Committee (R.C.C.) and is intended 
to finance the cost of new assets replacing old assets including the cost of any improved features that such new 
assets may have. Appropriation to Pension Fund is to finance all pensionery payments to the retired Railway 
staff. Dividend is payable at the rate of 5% on the dividend paying capital of the Railways. Out of the 4% 
dividend, 1.5% of the Capital invested up to 31

st
 March, 1964 (less Capital entitled to 'Subsidy') is for transfer to 

the State Governments in lieu of passenger fare tax to the extent of Rs. 23.12 cr. and balance for appropriation 
to the Railway Safety Fund. 

 
5.1 The excess of receipts over expenditure remaining after discharging the dividend liability is 

appropriated to the Development Fund, the Capital Fund, the Debt Service Fund and the Safety Fund. These 
Funds are meant to finance part of the Plan requirements. While the Development Fund is used to finance 
expenditure on Passenger and Other Railway Users' Amenities Works, Staff Welfare Works, Un-remunerative 
operating improvements etc., the Capital Fund is used for works chargeable to Capital and for making payment 
of principal component of the lease charges payable to Indian Railway Finance Corporation. The Railway 
Safety Fund is used for financing works relating to conversion of unmanned level crossings and for construction 
of ROB/RUBs at busy level crossings. This fund is financed through the Railway revenues, transfer of Funds by 
the Central Government from the Central Road Fund and the aforementioned part of dividend which until 2000-
01 was appropriated to the Railway Safety Works Funds. The Debt Service Fund has been created to make 
provision for future commuted liabilities like debt service payment for loans taken, future Pay 
Commissions/awards, etc. In case there is no 'Excess' or not enough 'Excess' remains to  be transferred to 
Capital Fund and Development Fund, temporary loan is obtained from General Revenues to finance the 
expenditure to be met out of these Funds. 

 
6. Works expenditure is financed from capital borrowed from the General Revenues and also by 

internal resources, viz., Capital Fund, Depreciation Reserve Fund, Development Fund and Railway Safety 
Fund. The overall annual budgetary support of the general finances of Government of India to the Railways 
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consists of the Capital loans and the sums temporarily loaned to meet the deficiency, if any, in the Capital Fund 
and the Development Fund. A part of the investment in Railway assets, covered by the Railway Plans, is also 
made by the Indian Railway Finance Corporation which raises funds through market borrowing. 

 
7. All the revenue earning of the Railways are credited to the Consolidated Fund of India and 

expenditure is incurred from the Consolidated Fund. No amount can be withdrawn from the Fund without 
authorisation from the Parliament. 

 

8. Occasions may arise when Government may have to meet urgent unforeseen expenditure 
pending authorisation from the Parliament. The Contingency Fund of India is an imprest placed at the disposal 
of the President to incur such expenditure. Parliamentary approval for such expenditure and for the withdrawal 
of an equivalent amount from the Consolidated Fund is subsequently obtained and the amount spent from 
Contingency Fund is recouped to the Fund. 

 
9. While the appropriations to Depreciation Reserve Fund, Development Fund, Pension Fund, 

Debt Service Fund, Railway Safety Fund and Capital Fund are voted by the Parliament for spending on specific 
objects, the proposed expenditure on the specific objects is also submitted for vote of Parliament, even though 
the moneys have already been earmarked by the Parliament for transfer to these funds. 

 

Demands for Grants 
 
10. The estimates of expenditure from the Consolidated Fund included in the Budget Statement 

and required to be voted by the Lok Sabha are submitted in the form of Demands for Grants. Each Demand 
presents a distinct functional activity on the Railways. Demand for Works Expenditure is kept distinct from 
Demands for Revenue Expenditure. Wherever expenditure in a Demand includes both 'Voted' and 'Charged' 
items of expenditure, the latter are also included in the Demand but the 'Voted' and 'Charged' provision are 
shown separately in the Demand. 'Voted' expenditure includes those items for which the provision of funds is 
subjected to the vote of Parliament, while funds for 'Charged' expenditure are sanctioned by President and not 
submitted to the vote of Parliament. 'Charged' expenditure for Railways includes sums required to satisfy 
judgments, decrees or awards of Courts or awards by Arbitrators where made into rule of Court, etc. 

 
11. Under the present accounting and budgetary procedures, certain classes of receipts like 

payments made by one department to another and receipts of capital projects or schemes are taken in 
reduction of the expenditure of the receiving department. The estimates of expenditure included in the Budget 
Statement are for the net expenditure as will be reflected in the accounts, that is after taking into account the 
recoveries. The estimates of expenditure included in the Demands for Grants are, however, for the gross 
amounts. 

 
12. The Demands for Grants are presented to the Lok Sabha along with the Budget Statement. At 

the head of each Demand, the total of 'Voted' and 'Charged' expenditure in the Demand is indicated separately. 
This is followed by the estimates of expenditure under different heads. The aggregate amounts of recoveries 
taken in reduction of expenditure in the accounts are also shown. Besides, the notes briefly explain the reasons 
for variations between the current year's requirements and requirements for the next year included in the 
various Demands. 

 
13. There are 16 Demands for Grants - Demands 1 to 15 dealing with Revenue Expenses, 

Appropriations to the Funds and Dividend payment and Demand 16 dealing with Works Expenditure. Each 
Demand pertaining to Working Expenses and Miscellaneous Expenditure has a two-way classification, by 
activity and by primary units of expenditure, the activity classification indicating for what purpose the 
expenditure was incurred, like track maintenance, water supply, periodical overhaul of locomotives etc. and the 
primary units of expenditure indicating how the expenditure was incurred, like salaries, wages, overtime, cost of 
materials, etc. This two-way classification integrates the requirements of performance budgeting which is based 
on activities, and management control which is based on objects of expenditure. 

 
14. Part-I of the Demands for Grants presents the details of the Railways as a whole. Part-II gives 

Railway-wise details of the Demands for Grants. In addition, Part-II also contains Staff Statements and 
Performance Units for Expenditure relating to Revenue Demands. 

 
Explanatory Memorandum 

 
15. A summing-up of the outlook for earnings, revenue and works expenditure is given in the 

document Explanatory Memorandum on the Railway Budget. This document is divided into two sections; 
Section-I gives a brief resume of the financial results of the previous year, the current year and the ensuing year 
with an analysis of the position separately under Earnings, Working Expenses and the Fund transactions, 
Section-II gives a similar resume of the Works Demand as a whole. The Explanatory Memorandum also 
contains a number of Annexure detailing the capital-at-charge of the Railways, Sources and Applications of 
Funds in the Five-Year Plans, Railway-wise details of financial results, balances under the various Funds, etc. 
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Works, Machinery and Rolling Stock Programme 
 
16.  Works, Machinery and Rolling Stock Programme of Railways is prepared in two parts. Part-I 

shows the overall distribution of plan outlay by Plan Heads. A brief justification for important new works 
proposed in the budget is indicated. Expenditure on Rolling Stock, Machinery and Plant, and inventories in 
stores and manufacturing accounts is summarised. Part-II (A & B) contains details of Railway-wise expenditure 
on New Works, Works-in-Progress and an analysis of inventories in stores and manufacturing accounts.       

 
Performance and Outcome Budget 

17. Performance Budget of Railways has been prepared in pursuance of the recommendations of 
the Standing Committee in its VI Report on Indian Railways (1993-94) on Demands for Grants, 1994-95. This 
document inter alia indicates the comparative performance of Indian Railways in respect of Revenue and 
Expenditure vis-a-vis the targets, along with the reasons for variations, the performance in respect of Works 
costing Rs. 5 crore and above, including transfer of funds from one work to other; target dates of completion of 
the Projects are also indicated. It also gives a summary appraisal of the Railways' performance including 
shortfalls, if any, in respect of revenue earnings, expenditure, works performance as provided in the ongoing 
Five Year Plan and Annual Plan. Outcome Budget, besides giving highlights of certain main activities 
undertaken on Railways during the previous and the current year, gives outlays and targets set / achievement 
for Annual Plan and also targets for freight and passenger traffic.  Chapter on Performance of Production Units 
is also given there.  

 

Indian Railways Safety Performance 
 

18. The document gives the descriptive account of the safety performance of Indian Railways in the 
previous year. 

 
‘Indian Railways-Year Book’ 

and 
‘Indian Railways-Annual Report and Accounts’ 

 
19. A descriptive account of the activities of the Railways during the previous year is given in the 

document 'Indian Railways-Year Book'. Another document entitled, 'Indian Railways-Annual Report and 
Accounts' gives a summarised review of the financial and important performance data of the previous year. 

 
Performance Units 

 
20. To make the Budget serve as a useful tool of management and also to enable better 

appreciation of the functioning of the Railways in Parliament and elsewhere, the financial inputs and the 
corresponding physical outputs under major activities are furnished under the respective revenue Demands.  

 
New Service/New Instrument of Service 

 
21. A list of items of 'New Service' or 'New Instrument of Service' for which provision is made in the 

Budget is appended to the Demands for Grants. Monetary limits to determine which items would be in the 
nature of New Service are laid down from time to time taking into account the recommendations of the Public 
Accounts Committee. 

 
Appropriation Bill 

 
22. After the Demands for Grants are voted by the Lok Sabha, the Parliament's approval to the 

withdrawal of the amounts from the Consolidated Fund so voted and of the amounts required to meet the 
expenditure charged on the Consolidated Fund is sought through the Appropriation Bill. Under Article 114(3) of 
the Constitution, no amount can be withdrawn from the Consolidated Fund without such an Appropriation Act 
passed by the Parliament. 

 
******* 

 
 


