
Status of Accounting Reform Project 

Indian Railways compiles its accounts as per guidelines of C&AG and CGA. Like 
other government departments, Railway accounts are essentially cash based. In 2004, 
Indian Railways (IR) sought to commission a study on accrual accounting in conformity 
with the guidelines of GASAB. As mandated by C&AG similar studies have also been 
undertaken by other Central government departments and State governments. 

 NTDPC recommendations although makes passing reference to the ongoing 
Accounting Reform Project on IR, its context is essentially restructuring of IR into a body 
corporate where compiling of Accounts in company format becomes relevant.  

 As such, being governed by the mandate of C&AG and CGA in matters of following 
a prescribed accounting structure, IR is doing a limited study on accrual based accounting 
and not company accounting as is required in corporate and brought out in NTDPC 
recommendations. 

1. NTDPC Recommendations: 

While making passing references to the ongoing accounting reform project on the 
Railways, NTDPC recommendations are:- 

 (i) It is important that the accounts of the Railways should be recast into a 
company account format in line with Indian GAAP so that the ‘true and fair’ state 
of Indian Railways finances becomes clearer. 

(ii) It would provide activity based revenue cost data meeting generally accepted 
accounting standards. Such an accounting reform would facilitate assessment of 
profitability of different operations, routes and sections and accounting separation 
of various lines of business and services within the lines. 

(iii) Codification of these principles and development of an IT-based system to 
provide timely compilation of accounting and budget statements should be 
attempted. 

2. Gap between NTDPC Recommendations and Accounting Reform Project: 

Compilation of Railway account in company format envisages compilation of accounts as 
per revised schedule VIA of Companies Act where there are a number of items in the 
format (Both Financial Statement Balance sheet and Profit & Loss A/c) which are not 
applicable and relevant to Indian Railways as it is a Government department and not a 
body corporate i.e. company (for instance Share Capital, Debenture, Bonds, Loan from 
banks, Provision for taxation, deferred tax assets).  However AR Project shall ensure 
compilation of Indian Railways accounts in cash based government accounting format in 
compliance of CGA, CAG and GASAB guidelines as well as accrual based commercial 
accounting format as per GASAB’s guidelines and accounting standards pronounced. 

 



3. Accounting Reform Project 

 Following recommendations of various Committees for reforming the existing 
accounting system of IR and need for improving the quality of financial reporting, 
Accounting Reforms (AR) Project was mentioned in MR’s Budget Speech of 2003-
04.  
 

 AR Project with a detailed cost of Rs.18.31 crores was sanctioned in Works 
Programme  2004-05. The cost was to be funded by ADB. 
 

 The consortium of  M/s SF Ahmed & Co.  were appointed in February, 2006 as AR 
consultants for a contract value of Rs.10.08 crores. The scope of work   is detailed in 
Terms of reference (TOR) which is summarized  as follows:- 
 
(i) Ensure compilation of government accounting as per accounting standards 

stipulated by Government Accounting Standards Advisory Board (GASAB).  
(ii) Ensure compilation of railways accounts in commercial accounting form 

(Accrual based Accounting) as per Generally Accepted Accounting Principal 
(GAAP) in segmental accounting mode (Accounting separation of each Lines 
of Business (LOB) like Passenger, Freight, Suburban and Fixed 
Infrastructure) and further sub-classification into Lines of Service (LOS) for 
Profit centre accounting. 

(iii) Ensure costing of train operations train wise, section wise, route wise and 
related profitability analysis. 

(iv) Ensure Activity Based Unit costing for cost analysis and cost control 
management. 

   
 The AR consultants gave their inception report on 16.05.2006 which was accepted 

by Board (FC) on 23.05.2006. Current state report was submitted on 18.08.2006. 
Future state report/Midterm report was submitted on 15.12.2006.  
 

 The AR consultants submitted their Draft Final Report (DFR) on 13.07.2007 which 
was not accepted due to non-adherence with terms of reference (TOR) which led to 
stalemate of over 18 months despite repeated discussions. The AR consultant did 
reworkings with field units and revised their recommendations in March, 2009.  
 

 The AR consultant held consultations with CORE group of the AR Project on 
revised recommendations. The AR consultants submitted their final report in July, 
2010 which had some limitations and gaps especially on cost systems proposed. 
 

 In July 2013, the consultants agreed to address the gaps and limitations in Final 
Report.  
 

 The consultants were asked to test their proposed recommendation in the field units 
through Pilot study on one of the Railway Divisions. Consultants, however, had 
reservations considering the fact that Pilot study was not a part of their TOR. 



 
 The Final Report has been circulated to all the Directorates of Railway Board in 

April, 2014 for their comments and suggestions.  
 

 Discussions  were initiated with Institute of Chartered Accountants of India (ICAI) 
for undertaking Pilot study in one of the Railway Divisions and Workshops for 
introduction of Accrual Based Commercial Accounting System and implementation 
of AR Report in June, 2014.  
 

 In August, 2014, draft scope of work of Pilot study to be done by ICAI was firmed 
up.  ICAI ARF has been awarded work of Pilot study on introduction of accrual 
accounting at Ajmer Division and Ajmer group of Workshops. 

4. Future Plans: 

Future Plans comprising of implementation of Accounting Reforms Project in phases 

include: 

(i) Pilot study in Divisions, Workshops, PU and other Units. 
(ii) Preparation of operational framework of Accrual Based Commercial 

Accounting and roadmap for implementation of AR Project in Indian Railways. 
(iii) Activity based costing and Outcome Budgeting.  
(iv) Implementation of proposed system on all Zonal Railways. 

 

 

  

 


