RBS No. 4/2011

HITT TP Government of India
{eT HATET Ministry of Railways
(YeTa @€ Railway Board)

NO: 87/RS(G)/779/9 New Delhi, dated: 04.07.2011

The General Manager, All Indian Railways & PUs including NF(C).
The General Manager, CORE, Allahabad.

The General Manager, Metro Railway, Kolkata.
The Director General, RDSO, Lucknow & Railway Staff College, Vadodara.
The MD, RITES, RITES Bhavan, Sector-29, Gurgaon.

The MD, KRCL, Belapur Bhavan, 4" Floor, Sector-11, CBD, Belapur, Navi Mumbai.
The MD, MRVC, 2" Floor, Church Gate station Building, Mumbai.

The MD, CRIS, Chanakyapuri, New Delhi.

CAO/Workshop Projects organisation, 1% Floor, Chamber Bhawan, J.C. Road,
Patna -800001.

CAO/DMW, Patiala and COFMOW. New Delhi.

CAO/MTP, NBCC Place, Bhishma Pitamah Marg, Pragati Vihar, New Delhi.
CAO/MTP, Mumbai and Chennai. '

SUB: Change in base year of WPl issued by Sr Economic Advisor,

Ministry of Commerce & Industry and its effect on PVC
payments in railway contracts

Railway enters into large number contracts with price variation clause
based on the Wholesale Price Indices for various commodities published by
the Economic Advisor, Ministry of Commerce. So far indices pertaining to

93-94 series being published by the office of Sr Economic Adviser were

being used. From September, 2010. Economic Advisor has stopped

publishing the indices pertaining to 1993-94 series. From September, 2010
onwards, the indices pertaining to 2004-05 series only are available.

In order to devise methods to correlate the indices of new series Vis-a-
vis old series a meeting was held with Sr. Economic Advisor, Ministry of
Commerce and Industry. Based on the discussions, a methodology has been
devised to link the WPI of the 1993-94 series with the WP] of the 2004-05

series to settle PVC claims under contracts governed by the WPIs of various
commodities.

A. where only lron & Steel 1993-94 (Code 1310010100) is used in the

price variation formula, Notional Iron & Steel Index (I1) for
concerned month for 2004-05 series is to be calculated as per the

formula given In Railway Board letter No.
2008/RS(PF&EC)/951/CSB/7(TC) dated 28-02-2011 (copy
enclosed).

B. where materials other than lron & Steel| or where, in addition to Iron

& Steel other materials have been used in a price variation formula,
the methodologies for various commodities are as under-
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1. comparison of price index for fuel, power & lubricant 93-94(Y) vs
fuel & power 04-05 (X)

Regression eqn for fuel, power, light & lub. 93-94 ( éqde
1200000000)(Y) & fuel & power 04-05 ( code 1200000000) (X)

v=f(x) = 68.048+2.111x
(R* = 0.98)

2. Comparison of price index for raw rubber 93-94(Y) vs raw rubber
04-05 (X) '

Regression eqn for 93-94 raw rubber ( code 11020300006) (Y)
and 04-05 raw rubber ( code 1102030007) (X)

y=1(x) =0.211+1.905x

(R? =0.99)

3. comparison of price index for plastic product 93-94(Y) vs plastic
product 04-05 (X)

Regression eqn for 93-94 plastic products ( code 1307020000)
(Y) and 04-05 plastic product ( 1307020000) (X)

y=f(x) = - 2.947 + 1.402x

4. comparison of price index for heavy inorganic chemical 93-94(Y) vs
Inorganic chemical 04-05 (X)

In view of the low correlation (R? = .97), regression will have low
reliability, hence not given.

O. comparison of price index for foundry pig iron 93-94(Y) vs pig iron
04-05 (X)

Regression eqn for feb 2009 onward for 93-94 foundry pig iron
( code 1310010102) and for 04-05 pig iron ( code 1310010102)

Given the wide fluctuation in values. it is not possible to have a
reliable correlation for the entire period of April 2004 to August
2010. However it is possible to extrapolate data for the period

February 2009 to August 2010 to predict the values for the period

(R% =0.85) |
after August 2010. It is given by

y =f(x) = 59.754*(1.013) *.

(R?=.92)
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6. Comparison of price index for ferroalloy 93-94(Y) vs ferroalloy 04-05

(X)

No fluctuation in ferroalloy for 93-94 series is there. Hence no
correlation done.

7. comparison of price index for foundries for casting forging &

9.

structurals 93-94(Y) vs castings & forgings 04-05 (X)

Given the wide fluctuation in values, it is not possible to have a
reliable correlation for the entire period of Apr 04 to Aug 10. However

It is possible to regress the data for the period Mar 08 to Aug 10. It is
given by

y=f(x) = 139.948x1.006"
(R? =.75)

Regression eqn between 93-94 billets and slabs index (code

13100101105) (Y) and 04-05 index for billets (code 13100101105)
(X)

Y = f(x) = 2.084X+58.466
(R* = .73)

Regression eqn between 93-94 all commodities (code
1000000000) (Y) and 04-05 all commodities (code 1000000000)(X)

Y = f(X) = 1.85X+1.526

(R? = Q0)

10. Regression eqn between Iron & steel 1993-94 (code 1310010100)

A (i)

(1h)

(Y) and Iron & semis 2004-05 (code 1310010100) (X)
Y = f(x) = 2.402*X+8.387

(R2 = .85)

For the purpose of implementation of above equations for settling the
PVC claims, following procedure shall be followed-

For old /ongoing contracts rates should be updated upto August 2010

with old WPI indices of 93-94 and further updation from September
2010 onwards may be done with the various formulae devised for
correlation between 93-94 series and 04-05 series.

For old/ongoing contracts, the correlation equation should be used
only for price variations where indices values are taken till December

2011. These indices will not be used to assess PV Indices for time
lines after December 2011

For new contracts, an appropriate new PVC formula may be devised.
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C. Contractor's unconditional acceptance of the derived equation should
be taken before acting upon it.

This Issues with the concurrence of the Finance Directorate of Ministry
of Railways.

Santost. et
(Santosh Mittal)™
Dy Director, Rly.Stores(G)-I
Railway Board

NO: 87/RS(G)/779/9 New Delhi, dated: 4 .07.2011
Copy to:

1. FA&CAOs, All Indian Railways & Production Units.
2. PCEs, All Indian Railways & Production Units.

3. The ADAI(Railways), New Delhi (with 10 spares copiles)
4. The Director of Audit, All Indian Railways.
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for Financial Commissioner/Railways
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NO: 87/RS(G)/779/9 New Delhi, dated: 1;.07.2011

. The COSs, All Indian Railways & PUs including NF(C).
. The COS, Metro Railway, Kolkata.

1
2
3. The COS, COFMOW, New Delhi.
4. The COS, CORE. Allahabad.

5

- The COS, Konkan Railway Corporation Ltd., Belapur Bhavan, 4" Floor,
Sector-11, CBD, Belapur, Navi Mumbai-400814.

6. The COS, Mumbai Rail Vikas Corporation, 2"° Floor, Church Gate station
Buillding, Mumbai-400020.
7. The Directors-

Indian Railway Institute of Sig. Engg. & Telecom. Secunderabad.
Indian Railway Institute of Mech. & Elec. Engg., Jamalpur.
Indian Railway Institute of Elect. Engg.. Nasik.

Sr.Prof. (Material Management), Railway Staff College, Vadodara.
Indian Railway Institute of Civil Engg., Pune.

Indian Railway Institute of Logistics & Materials Management, IDA
House, Sector IV, R.K.Puram, New Delhi

8. Chairman, Railway Rates Tribunal. Chennai.

9. Director, Iron & Steel, 3 Koila Ghat Street, Kolkata.

10. Executive Director (Stores), RDSO, Manak Nagar, Lucknow.
11. Chief Commissioner, Railway Safety, Lucknow.

12. ED(QA)/RITES, RITES Bhavan. Sector-29, Gurgaon, Haryana.
13. CPM, CRIS, Chanakya Puri, New Delhi.

14. GM(Proj)-V, CRIS, Chanakya Puri, New Delhi.

15. Dy.CMM / Workshop Projects organisation, 1% Floor, Chamber Bhawan, J.C.
Road, Patha -800001 .
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Sevel e Mkte ]
(Santosh Mittal)

Dy Director, Rly.Stores(G)-I
Railway Board



NO: 87/RS(G)/779/9 New Delhi, dated: /» .07.2011

Copy to :

1. The General Secretary , AIRF, 4 State Entry Road , New Delhi.

2. The General Secretary , NFIR, 3 Chelmsford Road, New Delhi.

3. The Secretary General, IRPOF, Room No. 268, Rail Bhavan, New Delhi
4. The Secretary General, FROA, Room No. 256-D, Rail Bhavan, New Delhi.

5. The Secretary General, AIRPFA, Room No. 256-D, Rail Bhavan, New
Delhi

(Santosh Mittaﬂ
Dy Director, Rly.Stores(G)-1
Railway Board

Copy to:- Sr. PPSs / PPS / PS to

(i) CRB, FC, ME, ML, MM, MS, MT, SECY., DG (RHS), DG (RPF)
(11) All AMs and Advisors of Railway Board
(111) All Executive Directors of Railway Board

(Iv) All Directors of Electrical, Engineering, Finance, Mechanical, Stores. Sighal &

Telecom Dte. and

(V) All Branches of Electrical, Engineering, Finance, Mechanical Stores, Signal
& Telecom Dte.
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GOVERNMENT OF INDI A )
MINISTRY OF RATL WAYS L
(RATLWAY BOARD)

Ne, 2008/ RS(PF&ECY931/CSB/TNC New [elhi, dated : 28.02.2011%

KA &CAOQRBCOY,
fLastern Railway,
Kolkata

FAKLKCAQ
Northern Railway,
Baroda House,

New Delhi.
FAS&CAO

SR - . IR =;
ICK, Perambur, Outy - 2 /74 RS
Chennal. .

Sub:- Clarification regarding operation of Price Variation Clause

N against Railway Board’s contracts.

Wholesale Price Index for Iron and Steel is a constituent of Price Variation
Clause provided in Railway Board’s contracts for wagons, EMUSs, bogie, coupler,
draft gear, etc. The Economic Advisor, Ministry of Commerce, has stopped
publishing Iron and Stee] Index pertaining to 93-94 series from September onwards
and this particular index 18 not available in 200405 series.

With a view to find out the way for operation of Price Variation Clause with
indices of 2004-05 senes, a meeting was held in the office of Sr. Fconomic
Advisor, Ministry of Commerce and as per the discussions held with Sr. Economic
Advisor, following procedure may be adopted for operation of Price Variation
Clause tor ongoing contracts.

Price variation uptec November, 2010
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suice old Iron and Steel Index of 93-94 series is available upto August, 10
Price Vanation upto November, 10 may be worked oui with old [ndex.

b,

Price variation from December,2010 onwards
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.r

the updated prnice of August,2010 with old Tron and Steel Index would
become the new base price.

bor the purpose of working out price vartation from Dec’ 10 onwards, the
indices for the base month would be as ¢iven below:-
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Iy and Ly would be as per following. -

Notonal iron & Steel Index [ {or the concermed month for 2004-05 SCIr1es 18
16 be caleulated as per the following formula:

__,_.
il

- WPL - lron & Steel = (0389 1, + 0590, + 0.2201, + 1397 g 0554 45 T2,
0049 15 +0.955 1+ 0,406 1, + 0.938 1,5 )/5.61

15 - WPl Index for Pig Iron
1 - WPI Index for Pencil Ingots

13 - WPI Index tor Billets

14 - WPI Index for HR(C

s - WPI Index for Plates

P - WP Index for Angles

i - WPI Index for Joists & Beams

1y - WPI Index for Rebarg

ig - WPI Index for Rounds

110 - WPI Index for Stainless Steel & Alloys

11 to 110 are from 2004-05 series.

Li = All India Consumer Price Index for Industrial Workers compiled by Labour

Bureau, Ministry of Labour for calendar month three months prior to the call for
inspection.

Other terms and conditions of Price Vanation Clause would remain the

same.
This issues with the concurrence of the Finance Directorate of Ministry of
Ratlways.
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Yours (Fﬁ‘i hiully,

e

(Prakash Mirani)
Lhrector, Railway Stores { W)
Ratlway Board

Copy tor- All wagon builders. EMU manufacturers and component suppliers
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= TH(Tag) = -2.947 + 1.402 vag
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