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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 31 March, 2010 and Status 
Report on Pending Action Taken 
Notes (ATNs).

Report No.33 of 2010-11 – (Compliance Audit)

During 2009-10, Gross Traffic Receipts increased by 9 per cent, 
whereas Ordinary Working Expenses grew by 21 per cent over the 
previous year.  (Paras 1.3.1 and 1.3.2)

Annual growth rate of freight earnings fell from 12.65 per cent to 9.49 
per cent and that of passenger earnings from 10.52 per cent to 7.10 
per cent.  These growth rates were below Compound Annual Growth 
Rate (CAGR) achieved in 2000-09. (Paras 1.4.1.1 and 1.4.1.3)

The increase in freight loading by 6.53 per cent over previous year 
was below the CAGR of 7.32 per cent achieved during 2000-09. 
 (Para 1.4.1.1)

Depreciation Reserve Fund (DRF) is used for renewal and replacement 
of 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 expenses could bear. 
Appropriation to DRF was reduced to `2,187 crore from projected 
budget estimates of `5,325 crore (July 2009), a reduction of `3,138 
crore.   (Paras 1.2 and 1.11)

Indian Railways (IR) was unable to meet the operational cost of 
passenger and other coaching services.  In 2008-09, loss on operation 
of passenger and other coaching services stood at `15,268.41 crore. 
This loss was `7,493.50 crore in 2007-08. All category of passenger 
services (except AC Chair Car and AC 3 Tier) incurred losses in 2008-09. 
  (Paras 1.6.4.1 and 1.6.4.2)
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Net revenue surplus of IR sharply declined from `13,431 crore in 2007-08 
to `4,457 crore in 2008-09 and to `75 lakh in 2009-10.  This was 
mainly due to lower growth rate of traffic receipts and impact of 6th 
Central Pay Commission which approximately worked out to `37,472 
crore during the period 2008-10. This expenditure includes payment 
towards arrears of salary and pension.   
 (Para1.8)

Operating Ratio (percentage of working expenses to traffic earnings) 
of IR deteriorated to 95.28 per cent in 2009-10 from 90.46 per cent 
achieved in 2008-09. Out of sixteen zonal railways, eight zones had 
operating ratio more than 100 per cent implying that their working 
expenditure was more than their traffic earnings. (Para 1.9.1)

Due to non-availability of sufficient internal resources to meet Plan 
expenditure, dependency on General Budget increased by `7,606 
crore. (Para 1.10)

Depreciation Reserve Fund (used for renewal and replacement of 
assets), Development Fund (used for passenger and other users works, 
labour welfare works and safety works), Pension Fund (to meet pension 
liability) closed at negligible balance of  `4.98 crore, `5.41 crore and 
`1.24 crore respectively.  (Para 1.11)

Railway Safety Fund financed by Railways’ share of Diesel Cess from 
Central Road Fund is used for road safety works viz construction of 
road under/over bridges and level crossings. There was continuous 
shortfall in utilization of fund since its inception in 2001. Shortfall 
ranged between 36 per cent to 55 per cent of Budget estimate.  
  (Para 1.11)

Development Fund and Capital Fund are appropriated from revenue 
surplus. Appropriation from one fund to another is not normally 
resorted to as these funds are dedicated for specified purposes. As 
surplus was only `75 lakhs, IR transferred `725 crore from Capital 
Fund to Development Fund to wipe out the negative closing balance 
under the latter. (Para 1.11)

IR spent `1,907 crore in excess of authorization granted by Parliament 
in eight revenue grants.  (Para 2.2.1)

There was large scale change in priority and re-appropriation of 
originally allocated resources from one Plan head (category of work) to 
another and from one railway to another which is indicative of tentative 
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estimation of budgetary provisions for assets acquisition, construction 
and replacement/renewal.   
 (Para 2.6.2)

IR, being a Government commercial undertaking, prepares its balance 
sheet and profit and loss accounts.  It however did not disclose its 
significant accounting policies on revenue recognition, fixed assets, 
depreciation, provisioning for liabilities for pension etc.
 (Chapter 3)
As per guidelines issued by Ministry of  Finance, profit making 
commercial enterprises would declare a minimum dividend of 20 
per cent either on equity or on post-tax profit whichever was higher.  
However, Railtel Corporation of India Limited (RailTel) and Indian 
Railways Finance Corporation (IRFC) did not comply with the above 
directives.  Shortfall in dividend amounted to `167.39 crore.
 (Para 4.10)
Report No.34 of 2010-11 – (Compliance Audit)

Chapter 1 : Introduction

As a result of Audit observations, Railways have recovered an 
amount of  `62.67 crore and agreed to recover `16.76 crore during 
2009-10.  Besides, Railway Board had taken remedial action by 
way of revision of tariffs and issue of instructions to Zonal Railways. 
 (Paras 1.8 & 1.9)

Chapter 2 – Traffic Commercial and Operations

Container operations in IR

The study of container operations in IR revealed that the haulage 
rates fixed and recovered by IR were less than the base class 
rates which are provided only to essential commodities of mass 
consumption.  This had resulted in recurring losses. 
 (Para 2.1.8.1)

Allowing container operators and CONCOR to lift bulk commodities 
(predominantly carried by IR) and recovering haulage rates instead of 
IR Tariff Rates resulted in loss of  `65.33 crore as well as diversion of IR 
borne regular traffic. (Paras 2.1.8.2 & 2.1.8.3)

While two 20 feet containers are loaded on a flat/wagon, only one 40 
feet container is loaded on the same wagon and the weight load in 
40 feet container is also double that of 20 feet.  However IR reduced 
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the haulage charges for 40 feet containers to 1.8 times that of 20 feet 
containers.  IR had thus suffered a loss of  `63.07 crore.  
 (Para 2.1.8.5)

Deficiencies such as incorrect fixation of haulage charges, inconsistency 
in issuing orders, non-weighment of container trains and inadequacy 
in leasing/licensing of railway land to container operators were also 
noticed. (Paras 2.1.8.6 to 2.1.8.13)

Tatkal and Advance Reservation System

Study on ‘Tatkal and Advance Reservation System in IR’ revealed 
that genuine users, for which the scheme was intended, were not able 
to access the facility with ease as it was susceptible to manipulation.  
There were irregularities such as booking of tickets beyond business 
hours and booking of all Tatkal quota tickets within a few minutes of 
the opening of reservation. (Para 2.2.4.1)

The system was susceptible to abuse by unscrupulous booking clerks, 
RTSAs and touts. The general and application controls in the PRS 
system as well as in the internet booking relating to Tatkal/Advance 
bookings were inadequate leaving scope for manual intervention in 
the system. (Paras 2.2.4.2 to 2.2.4.6)

Other Findings

Injudicious decision of the Railway for withdrawal of Rationalization 
order without considering the operational constraints of moving traffic 
via shorter route resulted in loss of freight to the extent of `81.35 
crore. (Para 2.3)

Inordinate delay in establishing operational  feasibility for leasing 
of  Parcel Cargo trains and finalization of tenders coupled with 
injudicious fixation  of higher reserve price not only deprived the  
Railway of additional revenue of `57.64 crore but also resulted in 
non-implementation of a new scheme introduced to attract new 
customers. (Para 2.4)

Chapter 3: Engineering (Open Line and Construction)

Construction of New Lines on socio-economic 
considerations.

A study of 50 new line projects sanctioned more than 10 years ago 
on socio-economic consideration revealed that all of them were still 
incomplete with `8,549 crore being incurred with no certainty of their 
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objectives being realized. These also included five projects sanctioned 
more than twenty years ago. The balance funds required for completion 
would be of the order of `16,800 crore. (Para 3.1.4)

There was a delay of two to fifteen years in preparation of detailed 
estimate and commencement of work.  In 36 projects, no target dates 
for completion were fixed and in 34 projects, land acquisition process 
was incomplete even after lapse of more than ten years.  This had 
adverse impact on other construction activities.  
 (Paras 3.1.4.1 to 3.1.4.3)

Keeping in view the scarcity of funds and the need for providing 
connectivity of backward, underdeveloped and remote areas, PAC had 
observed that IR should distinctly enunciate the core objectives of the 
projects, frame project schedules and determine the completion dates.  
They had also stressed upon the Railways to review each project and 
decide on their continuance or shelving.

Audit observed that though five projects had been sanctioned more 
than 10 years ago and no work commenced, Railways had made no 
attempt to shelve these projects.  Moreover, there were another four 
projects where the physical progress was less than ten per cent and 
languishing for a period of 14 to 22 years, and no attempt was made 
to review these projects for shelving. (Para 3.1.4.4)

Target dates for completion of 34 projects had not been fixed 
so far and where target dates were fixed, the projects were still 
incomplete. (Para 3.1.5.1)

Allotment of funds to projects was not done judiciously.  Audit observed 
that despite funds remaining unutilized in the previous years, the funds 
were continued to be made available to projects where no work had 
been undertaken. (Para 3.1.5.2)

Though Railways had completed Amravati-Chandurbazar (44 kms) 
section of Amravati-Narkher new line at a cost of `123.07 crore in 
February 2006 and Hasan Shraavanabegola (41.7 kms) section of 
Hasan-Bangalore new line in January 2006 at a cost of `140 crore, no 
train services had been commenced to utilize the investment.  
 (Para 3.1.6.4)

Other Findings

Fraudulent claims of a firm under Price Variation Clause amounting to 
`30.54 crore (three times more than the original value of the contract) 
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were irregularly paid till August 2008 in a span of more than 8 years.  
(Last payment made 19 years after the completion of supply).  Audit 
investigation revealed breach of established internal controls at various 
levels that facilitated and sustained the fraudulent transactions.  
 (Para 3.2)

Railway’s failure to enter into project specific agreement with CIDCO 
not only resulted in blockage of funds of  ̀ 56.92 crore due to stoppage of 
Belapur-Seawood Uran Double Line Project but also non-achievement 
of the main objective of providing rail connectivity to public.  
 (Para 3.3)

Commencement of a bridge work (for replacing existing Yamuna 
Bridge) passing through a portion of historical Salimgarh Fort without 
obtaining required permission and land from Archaeological Survey 
of India resulted in stoppage of work and unproductive expenditure 
(`33.92 crore) since March 2007 besides retention of outlived bridge. 
 (Para 3.4)

Chapter 4: Mechanical – Zonal Headquarters/Workshops/
Production Units

Failure of the Railway Administration to carry out the maintenance 
schedules of diesel locomotives within the prescribed time led to excess 
detention and consequential loss of earning capacity to the tune of  
`92.89 crore. (Para 4.1)

Non stocking of critical spares resulted in derating/detention of 
locomotives causing under utilization of loco capacity and consequential 
loss of `85.81 crore. (Para 4.2)

Detention of WDG-4 locomotives in the shed exclusively for want of 
wheel discs for replacement resulted in loss of locomotive earnings to 
the extent of `20.47 crore. (Para 4.3)

Failure of the Railway Administration to levy empty haulage as well as 
stabling charges on tank wagons received for periodical overhauling 
without degassing besides non-recovery of `0.81 crore resulted in loss 
of earning potential of `18.71 crore on account of avoidable detention 
of 49,791 days. (Para 4.4)

Chapter 7: Review of Public Sector Units of IR.

RVNL was established as a Special Purpose Vehicle with basic objectives 
to generate additional resources by leveraging market borrowings and 
to quicken the pace for implementation of the projects.  Audit observed 
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that RVNL, even after seven years since its inception, continued to be 
largely dependent on the resources of the Railways. The performance 
of RVNL on project execution and management was inefficient as they 
were plagued by delays and cost overruns. (Para 7.1)

Review of the arrangement of the Railways with RCIL with regard to 
transfer of assets and payments regarding revenue sharing and recovery 
of Railway dues revealed inadequate internal controls within the 
Railways in respect of transactions with RCIL. The Railways were totally 
dependent on RCIL records in respect of all arrangements entered into 
and payments made were accepted without verifying the accuracy of 
Railway dues. There was lack of coordination between Railway Board 
and Zonal Railways in implementation of policy guidelines.  
 (Para 7.2)

Performance Audit on Security Management in IR (Report 
No.14 of 2011-12)

The number of accidents on IR attributed to sabotage increased from 
six in 2005-06 to fourteen in 2009-10. A couple of major incidents of 
sabotage like the derailment of Jnaneswari Express in 2010 highlighted 
the problems of Railway security. The most important aspect of any 
security strategy is to ensure the safety and security of its passengers.

The performance audit on the subject assessed the security system of 
IR which inter-alia covered the following:-

Role of security agencies and inter-agency co-ordination.• 

Protection of passengers and their belongings including strategy to • 
control crimes at stations and in running trains.

Safety of Railway property viz tracks, bridges as well as other fixed • 
structures.

Preparedness of IR to handle the enhanced threat environment.• 

Major Audit Findings are indicated below:-

Considerable overlap of functions exists between the RPF and the 
Government Railway Police.  Despite directions from the Ministry of 
Home Affairs and the Railway Board, co-ordination between the RPF 
and the State Government is not effective leading to large gaps in the 
security system of the Railways.  The earlier Audit Report (Report No. 
9 of 2000) emphasized that the system for coordination between RPF 
and GRP exists on paper and the co-ordination between the RPF and 
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the state governments has been weak.  In this report also Audit observed 
continued lack of coordination between the GRP and RPF – especially 
escorting of trains leading to duplicity of manpower deployed.

Despite being aware of the heightened threat perception, IR has 
not been able to implement several measures recommended by the 
High Level Committee for providing security to railway passengers at 
stations as well as in trains.  Effort has not been made to control access 
to railway stations and to decongest even sensitive high risk stations.  
Further, installation of electronic surveillance system has been slow 
and not up to international standards.

As a follow up to the recommendation of the Committee, the Railway 
Board decided in July 2008 to implement an Integrated Security System 
(ISS) to ensure security at railway stations.  The ISS consists of broad 
areas like – Camera surveillance system (CCTVs) on platforms, Access 
Control solutions for filtering out bonafide passengers, personal and 
baggage screening system.  Implementation of the Integrated Security 
System (ISS) was slow.  ISS was not implemented in any station till 
March 2011.

Escorting the trains was left to the local Railway Administration and the 
same was based on manpower availability, threat perception of area 
and importance of the train.

Crime rate has more than doubled in the last five years. The reporting 
of crime committed on trains is a serious problem. In many instances 
FIR forms were not available with the coach attendants.

The track patrolling was being carried out sporadically on the basis 
of threat perception and availability of manpower. Further, Rail Roko 
agitations have resulted in large scale disruption to rail traffic as well as 
damage to Railway property.  Audit also observed that armed guards 
were not posted at the GM’s offices as well as workshops and station 
yards checked by Audit.

The Railways and the State Governments appear to be very slow in 
filling up the existing vacancies (7,174 and 6,335 in RPF and GRP 
respectively as on 31.3.2010) or redeploying man power for meeting 
the challenge of increased threat. Railways are reluctant to outsource 
security even in non core areas to private agencies.

A surprise check carried out at one high risk station in each zone on 
one day in collaboration with officers of RPF revealed the lack of 
seriousness in the approach of the IR towards security of its passengers.  
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No attempt has been made by them to control access to even high 
risk stations which is the first step towards ensuring security. The 
surveillance equipment installed is either faulty or incorrectly placed 
resulting in gaps in the system.

Status Report on Pending Action Taken Notes (ATNs)

(As on 30.06.2011)

No. of Paras/PA Reports on which ATNs are 
pending

Year No. of 
Reports 

presented 
to 

Parliament

No. of 
Paras/PA 
Reports 

included 
in the 
Audit 

Report

No. of 
Paras/PA 
Reports 

on which 
ATNs 

have been 
submitted 

to PAC 
after 

vetting by 
Audit

No. of 
ATNs 

not 
received 
from the 
Ministry 
even for 
the first 

time

No. of ATNs 
received but 

returned with 
observations 
and Audit is 

awaiting their 
resubmission 

by the 
Ministry

No. of ATNs 
which have 
been finally 

vetted 
by Audit 
but have 
not been 

submitted 
by the 

Ministry to 
PAC

ATNs 
pending 

with 
Audit

1995-96 1 85 84 - - - 1

1996-97 1 95 94 - - 1 -

1997-98 1 96 95 - - - 1

1998-99 1 106 101 - 1 3 1

1999-00 1 101 98 - 1 1 1

2000-01 2 101 97 - 2 - 2

2001-02 2 101 89 - 5 - 7

2002-03 2 110 100 - 1 4 5

2003-04 2 114 101 - 8 1 4

2004-05 2 105 90 - 3 3 9

2005-06 3 138 114 - 9 1 14

2006-07 3 165 89 - 24 3 49

2007-08 2 172 90 - 37 7 38

2008-09 2 104 34 - 34 7 29

Total 25 1,593 1,276 - 125 31 161


