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19 of 2014, Accounting of Projects in Indian
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~ Enclosed please fi

updated position on the factual issues raised by audit, viz results of reconciliation,
improvement in’ position, results ~of corrective action as well as system
improvement undertaken after the issue of the Audit report. '

The  reply must be submitted latest by 24.10_.20.17,-

: through email to
rdchoudhary4 l@gmail.com and saol.@rb.railnet.gov.in. '

Railyay Zoard

find a Para wise list of question raised during. the review of N




- G-istAof 'Para'

Information to be _
- furnished

" ;Works Reglsters (Para No. 3.6 1)

Para 1472 of Engmeerlng Code and'
Para 521 of Financial Code-Vqume [
| stipulate - the  procedure. . of
‘maintenance of works registers-to.
| facilitate the control of expenditure
| with reference ~to  ‘sanctioned-
|-estimates, - budget - allotment -and
| details of expendlture on each work.
- Para 1478 .of - Englneerlng Code
- | stipulates  the procedure “to- be
1| adopted to facilitate control over
| works: expendlture agalnst estlmate as.
.{well as allotment. - The -Accounts
| Officer-should furnish. periodlcally the |
| estimated cost allotment, expendlture
| and  Up-to-date . expenditure on each
| work: dunng the year to the Executive |
~Engineer: ~The cost of -angoing - and
- .,.;completed prolects mcluded ‘in “the
:|-books of Accounts is to-be validated--
B by reconcrlmg the expenditure bookéd- |
" 1in the Works Reglster To -ensure | . .
| -correctness of figures exhibited-inthe | - -
“|-books - ;e_f.' Accounts prompt-.. £
'___reconclllatron of expendlture booked |-
|| under projects is necessary. Review |
Jrof “records revealed . that the total.i
expendlture of *51,667.83. crore was.
| booked (up:to March- 2013) in 305 |
:-_Works Register in ‘respect of 144‘_‘. ‘
.‘projects (excluding 10:projects eachin:|
- | NR"and - 'ECoR) - ‘maintained - by
‘| accounts” " office whereas : “the |-
'expendlture mentioned i in the books of

| Executives . was sonly * ° 35 960.86 -
‘| crore. The variation‘in- expendlture of.

15, ?06 97 crore was not reconcﬂed.

‘| Railways Remarks.
“['4. - ‘What were the reasons | N
~.| for difference in’ _bo_bking; of
“expendlture in the ~Works:
. - Registers .. marntamed by
.the Accounts and: Executives?

2. Why  the _difference in. the |- =

booking. of .expenditure in Works | -
. registers not reconciled? ;

'3, How the actual expenditure on | -
,;_the projects ascertained. if there |-
is .difference . in booking -of | -
:._eXpendlture in_ _the - works

registers mamtamed by , the
Accountsand Executlves?

4. What are the: -steps- that. have _
been- taken by the Rallways ‘to |-
ensure that the -expenditure -is |
.:correctly booked in ‘the works |
registers - and _there 'is .no 5
- difference in . the “figures:+ pofle e o
| expenditure.as per: Accounla and-
‘Executives of each work? - ‘

jCompIetlon Reports (Para No.
7362) W

‘Para 1704 of Engmeerlng Code
stipulates that after -all charges and
| credits . relating to . the project have
‘been ‘booked in the accounts of the
‘project, a completion report of ‘the
project should be prepared. It further |

states* that . the completion report

| 5.~ Why the Completion Reports,:
| which is required to be-prepared |
“to-compare the cost of the work_l '
actually incurred and providéd-in

the last sanctloned estimate, had
not -been prepared by ‘the-

‘Railways? . I the absence of
Completion ' Reports how -the |
'Railways - ascertain. the final’

.,_should be checked in the Accounts .

expendlture Incurred on a prolect '




‘Office to see that the entries have
| been prepared on the proper form-and-
'| entries - therein’ correSpond with the-',_ 2
g paruculars of the sanction and: booked
outlay. - Para - 1705 of * Engineering:
-Code stipulates that the Completion
.| Report is. to: be: prepared to compare
| the-cost of the work: actua!ly incurred |
~with - that provided  “in . “the " last"

f—_sanctioned .estimate.- Audlt examlned
the records  maintained by'
- .;‘acco‘untsl,exe(:utives " relating . -to
| monitoring - -the - - preparation - . of |’
- |.completion repdrts and observed that' |
| the - completion _repqrts were' -not
| prepared - for .. 674 projects .

.completedlcommrssmned prior . ‘to
[ March:2011.  This includes 92 projects |-
| ‘commissioned during the “last three -

,and compare with that provlded

in the Iast sanctroned estlmate?

‘6. Why there is so much delay m‘ :

‘_preparlng the Completion
‘Reports? How the Railways are
‘monitoring ‘the preparatlon of
‘Completion Reports? What are-
“the steps that have been taken by ,
_fthe Railways to ensure that the {

| Completion: Reéports are prepared
‘timely? What is the action:plan of |
-the ~ Rallways 10 prepare the | i
‘Completion” Reports - of ~ 78| ~

- projects . commlssloned twentyj
Iyears ago? " -

years (2008-09 to '2010-11) and 466 | =

- projects commissioned ~more ~than | - -
|- three years ago; of which-78 pl'OjeCtS
| 'were commissioned twenty years' ago. 5 o
N However ‘the details regarding even | -
| the date of: completlon of - remammg’? '
116 projects were not on record. . ;

- | Project Appraisal: (Para No. 3.6: 3)
* | Para_243 of Financial Code-Volume- |
= -'-stlpulates that a post. project appralsal
“is necessary to find out if the financial
| return anttcrpated from a-project at the
| estimate stage ‘was- actually realized
“|"in-due course. - This is- acoompllshed-

by: conducting & Productivity Test for
all-major works. - Audit examined.the

| position’ relatlng 'to :post- prOJet:t'
| appraisal :and’ found that ‘in' none of
- | the 93 major projects completed (New.
| Lines, Poubling & Gauge Conversnon)l
| during- -2007-08 . to . 2011-12, “the
| Productivity Test was “carried out'.by :
. | Zonal Railways. Thus, the mandatory
/| test to -assess the actual financial
| returns: .of the. projects vis-a-vis - the
estimated return was not carried-outin-
-all"the 93 prolects rewewed m auditj
across the:zonal railways. -

'._7 In “absence ' of post pro}ect_{

appraisal, how .the " Railways |-

-ascertain that the financial return |
~anticipated from. a-project at the: :
‘,esttmate stage was actually' L

realized in'due’ course" S

-8. What are: the reasons for non--
_conducting -~ post - project |
-appraisal by the Rallways in.93 | .
‘major projects- of New Lines, |

- Gauge ‘Conversion and Doubling-

completed durmg 2007-08 to'_' o

"201 1-1 2?

| Asset Register (Para No. 3 6 4)
"As per  Para 1720 of Engrneerrng‘
Code, -an Asset - Regrster is to ‘be

-malntalned whereln the - mvestment

Open Line (Divisions):affer. completion

" ['of the project, as a. part of handing
‘Lover . records Vfor retentlon as -

9. Why ‘the Rallways have notg T
‘prepared the Assets Registers of
 the projects and handed over to
: . the Open Lines (Dwasuons) after'
cost of projects should be docketed |
‘and-the register handed over to the

completion | of projects?.

10. ‘What s - the status of : :
‘development of . standardized
‘format of the Asset Register and

its - software for - complllng the [




| (1997-98)

permanent record Block Accounts

" | exhibit. value “of - Assets created by
| Railways  from various sources of [
" | finance such as Capital, Depreciation |

| Reserve Fund, and Development
| Fund etc.

Mlnlstry of Railways

developed and circulated to.all Zonal

| Railways and Production Units. Audit |
examined. the  position: prevalllng in.

‘Construction Organlzatlons ‘and" found

| that out ‘of 525 ‘works test checked, |-
Asset Register was not maintained in |
| respect-of. 500 works and cost of the

| commissioned - projécts . ‘was - not

atransferred to.Divisions. .-

- (November 2000) in the Action Taken-
~ .| Note contained in the 9" Report of the
| Standing Commlttee on -Railways
_'Railway Finarices |
.| informed. the Standing Commattee on |
| Railways’ that standardized format for |
“|'the -Asset .-Register had " been |

Asset_RegiSter?

© "Material’ Reconcrllatron Statement‘
' ,(Para No. 3 6.7. 3) S

¥ _.;Rallway Board strpulated (September
-1 :2008) that. reconciliation -of material.
| issued . to and utilized by -the:
[.contractor. “should - be -. .done. ‘while'
- | passing each ‘on=account bill without:
- | waiting for preparatlon of final material .
- |'reconciliation statement. Passmg of:

on-account bllls ‘without . material
I'ECOT‘ICIIIatIOI'I statement would.lead te.

| instances "where _excess ‘materials |-
. |issued " fo “.the - contractors - would
" | remain ", ‘unrecovered from'  them’
|leading to undue benefit, - without | .
| being’ recovered. Audit reviewed
.1 5,737 on-account bills: in .respect’ of
'| 164 selected projects -and - observed

‘that ‘619 ‘bills were passed after

‘statement. Remaining- 5,118 on-

~} account bills - were passed  without.
preparatlon of matenal rec:onclllatlonw ;

statement '

-preparation of material reconciliation

; 1 Why the on-account bills haVe E

been passed wnthout preparation" i
'jof - material reconclllation. |
-statements? - Why the Railway_

the Zonal- Railv_\rays?

.Released Materlals (Para No 3 G 3)

The expendlture voted by the
Pariiament is.on gross basis but the.

Heads is on net basis taking into
account the - credit or recoveries

ngnerated by the reallzauon of credlt

compllatlon of expenditure by Plan

12. Why the. records of credits for |

‘railways have not been kept as
‘per the -codal provisions? Why
there are so much differences in-
estimated and actual realization

.Board s - Instructions in ‘this [
-regard’ have not been followed by |~ -

released materials by the zonal |




'for released matenals Hence a
| watch on actual realization of credit as’
- provided in the estimate is ‘necessary.. |
| Proper -assessment and accountal of

| released matenat is rmportant net only

from the point of view of - ‘booking of

! the expendrture but also - from - the
: po:nt of view ‘of physical recovery of
all the matenais

Review of = 53 gauge

_conversron projects revealed that as
-against the estimated credit towards:
‘| released. materials. of *1,870.15 crore,
|:the actual realization ‘was *1,240.57
" | crore resulting in short. realization ‘of |
| '629.58 crore.’ Work-mse details of |

~'_.est|mat|on and actual realization of‘
|'Credit for' Released. Rail - Materrals.
| were not available in NER and ECR:
{and hence - the - correctness -of
: -Wreall'zatron = (whether . - ~.gauge | |
:| conversion pro;ects or track renewal ;
| works) and. accountal of Credrt for
*| Released Rail Materials. could not'be |
“|- verified. As agarnst the _estimated

value of *1,150.47 crore the actualj'
B "-‘3—3"'2,3,"'.9.’1 was __o_n_lyr : 4_73.37_ “crore '

| resulting in short realization of '677.10 |

;Crore: (58 85 per cent):in 26 projects ]
Rauk 16 other projects as. agarnst the

estrmated value of * 274, 95 crore, the
-actual - realization = - was | . -
*-590. ag crore. In SECR, ‘and ER, ho |

credlt was" earned though the credit

© Hor Released Rail Materials in respect" E
-1 of four prOJects was estrmated at.’
b ‘70 32 crore. ’ ' -

of credits fpr?released?'material_s? T

-WOI'kS on COSt Sharing Basis (Para
[ No. 3.6.9) '

in 43" projects executed on. cost

s__harrng _basis - with - the State |
-Governments, the Railways incurred °
394 crore more than -its -agreed
percentage share of cost incurred. A
- | comment - on . excess expenditure | -
amounting ‘to ' 270.38 crore by

‘13 Why the Rallways have not
.followed the  terms -and
,condttlons ‘of the agreements o
relating " ‘to the cost ‘sharing |
‘pro_lects 'strictly to. ensure the
‘proportionate .and timely fundlng

by State Governments 7.

: ern:stry of Rarlways due to short




Al recelpt of funds from Government -of ity o
- | Maharashtra * for . Mumbai Urban:
‘ Transport Prolect (MUTP) being
- | executed by -Mumbai . Rail Vikas
|Corporation: lerted (MRVC) has been
- | commented _upon . in the Annual
' ‘Accounts of the MRVC Limlted for the |
year 2012- 13.  This- could lead to |
| financial ‘burden ‘on " the ‘Ministry - of:
Rallways -which - is . already facmg :
| resource.crunch.

grants for the year, on the ba
‘these estrmates and (c). con - 0 e
“l'and: concurrent revrew"_'?.of the__j}:'j'-. g F B U

| -expeénditure as . mcurred against ‘the |
_detalls of the: estrmates and agalnst;-' o
| the sanctloned grants that SN
|-revisions:. of estimates or re- |
. '-appropnatron of fund:are- arranged for:
| at the earliest:point of time. Para 524 | _
_|-of Financial Code-Vqume-I provrdes:_ e
|'that the’ Accounts Officer should
| prepare-every: month two reviews, one: |
| by Plan heads of the :Grants and the
' other by mdwrdual works Test check?.'
‘of - 525 'works " relating - to monthly |
Teview - of ‘expenditure revealed  that |
| while the Plan-head ' wise ‘monthly:
Teview . by. Aooounts .Office  was |-
conducted in. respect -of 367 works; -

- | Control over Expendrture (Para No. |
'] 3.6.12) ‘
| As per Para 519 of F:nanclal Code-
- Volume-l, control over- expendrture on:|
- works: executed under Grant:No.16.is -
.| exercised through (a) preparatron in
‘advance, of estimates ~the |
C g expendlture to be rncurred (b)"
idg

allotment “of funds: through

the same was ‘not oonducted for the

| remaining 158 works; and Work-wise
| monthly review "by Accounts Office
| was.not conducted in respect of 210
Works. ‘Monthly review was, however, |
" | conducted for the balance: 315, works. | .

‘ 14. Why the month!y revrews as|

contemplated in the Financial | -
Code have not been conducted |
by the. Rallways? ‘How _ the

Railways exercise control - over_f :

expenditure  ‘in-'.absence of
:conductrng perrodical revlew of’
5 fworks? 5 S

7 Mamtenanoe of Works Reglster
S (Para‘No: 3.6.12.2)

“As. per I?ara 5211 of Financial

| Code-Volume-l, a works -register

should - be malntalned to make a

‘Funning - companson between the

15, Why the Works Registers -
- 'were not maintained properly and:

even the estimated cost, budget |
allotment made for the year was
not recorded in- the works

-registers?. In absence of the vital
information, how the . railways

1 expenditure incurred. .on each -work:

_monitoring. _the - :expenditure




and the detaited provision made in the

estimate for: the work -and the budget
allotment for the work-and the actual-
,.expend|ture to the end-of the month. |
. | Review - of Works  Registers

| maintained. by Accounts for 164 werks
revealed that Estimated cost was not
| indicated in the works registers for 72 {
works, Budget allotment for the year-
| was not indicated in- works registers
for 115: works .and Value of materials-
_ ;at-s:te was not indicated : in- works-
K Areglsters for 159 works. K

‘booked in a particular project.

and budget allotment durmg the

year‘?

1 Excess over Sanctioned. Estimatej
;-‘(Para No 3.6. 12.3)

'"As -per “Para - 1136 f"
._.,Engmeenng Code, expendlture or
| liability on-a work in- excess of the
' sanctioned: est|mate without the: prior;
5| sanetion” of-the-.competent - authority
~should .not -be. incurred. Railway
.Board reiterated (February 2000) that
_estimates should . be . “prepared
-|- carefully. and in.case there is likely to
" |'be.an. increase ‘in- the sanchoned_'
| estimate, the revised -estimate should--
-be -prepared well in -time - and. no_
|- expenditure beyond 10 ‘per cent over
| the - sanctioned - estimate . should. be-
-{:incurred till the revised estimates are
“sanctioned. Audit observed that “in |
respect of 60 projects,. expendlture of
| 44.35 - crore. was - mcurred wnthout
sanction- of estlmate and 4,957.62

“| crore was . incurred “in excess of |
'sanctioned-estimate. in respect of 555
| prolectsfworks Thus expendlture of ~
5,001.87 crore incurred on 615

| projects ranging from one year to
| more -than twenty years rema|_ned

-16. What are the reasons for i
. the unsanctloned ‘expenditure |
| remained -unsanctioned. for “so'|
Jong. more than -a. decade? Why.;i ‘
the.expenditure on the’ prolects is |-
‘| ‘being ~incurred - wuthout
‘sanctioned estimate? - What - :
action. plan of the: Rallways to: get_} o g S
-regularlzed _the unsanctloned?'
expenditure - and - als_o‘.
‘strengthening the’ mternal control | . .
‘mechanism to avmd bookmg of | -
expenditire . the . project |
without sanctl_or_l . by  the |
.competent authority lLe ‘th'e;._
' DRM/GM? Lk

unsanctloned as, of March 2013




