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SUMMARY

i. The Government of Pskistan has asked the Bank to help finance the
Pakistan Railways! Second Five-Year Development Program; and more specifically
the acquisition of freight cars, passenger coaches, plant and machinery for
workshops, signalling equipment and sleepers, and the payment of ocem freight
charges, for which foreign exchange would be needed during fiscal years

1962/63 and 1963/6lL.

ii, This report covers appraisal of the Railways! Second Five~Year
Development Program, estimated to cost Rs. 1,623 million over a period of
five years 1960/61~196L/65, inclusive. Of the total cost Rs. 1,024 million
would be for foreign currency. The Government reduced the total figure and
included Rs. 1,400 million (Rs. 900 million in foreign currency) for the
Railways in its Five-Year Plan. During fiscal years 1962/63 and 1963/6L,
the cost of the Project would be Rs. 672 million of which Rs. 409 million
would be foreign exchange.

iidi. Since 1959, the Railways have been under the jurisdiction of a
gemi-autonomous Board. In 1960, the Railways'! budget and in 1961 their
finances were separated from those of the Central Government, and the Beoard
thereby acquired substantid financial autonomy. Organization has been sound
and menagement has been competent. Cperations have been reasonably efficient,
except for redundancy of staff on the Pakistan Eastern Railway.

iv, The Railways were reorganized on July 1, 1962, in accordance with
the provisions of the President!s Order of June 9, 1962. The Railways were
transferred to the jurisdiction of the respective Provincial Governments.
This move brings with it problems concerning sontinued implementation, now
in progress, of accounting reforms recommended in 1959 by Price Waterhouse
and Co., and continued separation of the Railways'! finances from those of
Goverrment.

Ve Railways' traffic has increased substantially in the recent past
and in the aggregate they have operated profitably in the pasts. FEarnings on
the Western Rallway have compensated for losses or meager operating profits
on the Eastern Railway.

vi. The Project's main objective is to provide additional capacity to
cope with present traffic demands which may reasonably be expected to increase
materially during the Government!s Second Five-Year Plan. The Project is tech-
nically, economically and financially sound for the Railways as a whole. Con=-
sidered as separate Provincial Railways, the future financial position of the
Western Railway will be sound but the Rastern Railway may encounter shortage

of local funds which is intended to be made up by the Government.

vii. Understandings have been reached during negotiations concerning
redundant staff on the Pakistan Eastern Railway, and the continuation of the
separation of railway finances from those of Government, effected in 1961.



viii. The Project is suitable for loans to the Central Government of
Pakistan of US$18,.25 million and US$L.75 million equivalent for the Pakistan
Western Railway and the Pk istan Eastern Railway respectively. A term of

20 years including a 3% year period of grace would be appropriate.



I, INTRODUCTION

1. The Government of Pakistan has asked the Bank for loans of US§18.25
million and US$4.75 million equivalent, as financial assistance in carrying
out the Pakistan Western and Eastern Railways' revised Second Five-Year Devel-
opment Programs. The Bank has made prior loans to the Government of Pakistan
for its Railways, in March 1952, in October 1957 and in November 1959 in an
aggregate amount of US$70.7 million equivalent.

2. This report is based on an appraisal of the Pakistan Railways and

their development program by a mission which visited Pakisten in April 1962,
and on information received subsequently from the Railways.

IT. THE RAITWAY BOARDS

A, DBackeround

i) Former Ownership and General Pouers

3. Prior to July 1, 1962 the Pakistan Railways consisted of the
Pakistan Western Railway and the Pakistan Fastern Railway which operated in
the western and eastern sectors of the country, respectively, (See Map)

under a Railway Board which was a part of the Central Government. Both Rail-
ways were owned by the Central Government. Until 1959, the Central Govern-
ment administered both railways through the Railway Division headed by a
Director General of Railways in the Ministry of Communications.

FAR By the Railway Board Ordirance, 1959, a semi-autonomous Railway
Board was established and vested with the principal powers of the Central
Government contained in the Railways Act IX of 1890. The Central Government
continued through the Board to administer the affairs of the Railways. There
was no transfer of property or change in the financial relationship of the
Railways to Government. The Board had general supervision over railway
operations, referring to Government mattersof general policy.

5. The Board had no financial autonomy and all funds were subject to
Government control, until July 1, 1960 when the Railways' budget was separated
from that of the Central Government, and as of July 1, 1961, the Railways

have had control of their own funds. This is referred to more specifically
under the general heading of finances.

ii) Former Organization and Management

6. From 1959 to July 1, 1962 the Board consisted of the former
Director General of Railways, a financial member and an engineering member.
The Board was assisted by a small staff of experts in the fields of oper-
ations, finances and engineering. Fach Railway had its own general manager
who was in full charge of day-to-day operations referring to the Board such
matters as procurement, personnel and rates. Below the General Managers,
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the organization of the Western Railway was based on the divisional system

and that of the Eastern Railway, on a departmental basis. Increased traffic
and operational movements on the Pakistan Fastern Railway have disclosed the
inherent weakness of a departmental system whereby decision making is central-
ized in the General Management. The PER management is aware of this problem
and has planned establishment of railway divisions, starting west of the Brah=-
maputra river. In other respects, the Railways! orga ization has functioned
well. Management hacs been competent.

B. Changes in Crganization

i) Transfer from Ceniral to Provincial Goverrments

7o By the Transfer of Rallway Order, which is President's Order No. 33,
dated June 9, 1962, the assets and liabilities of the Pakistan Eastern Railway
were transferred to the Govermment of East Pakistan and those of the Pakistan
Western Railway to the Government of West Pakistan. The Presidential order
followed the recommendations made by a special Commission established to study
procedures for setting up new provincial organizations for each railwsg .

8. The President!s Order became effective on July 1, 1962, concurrent
with the planned establishment of a Railway Board by each provincial govern-
ment and the repeal of the Railway Board Ordinance, 1959. In the case of East
Pakistan the Board consists of three members, and for West Pakistan, four
members including a Vice~Chairman, to be appointed by the Governor cf each
province with the prior approval of the President.

ii) Powers and Functions of New Boards

9. The Central Government, through a newly-established Centrzl Railway
Division (Amnex 1), has retained the responsibility of dealing with inter-
national organizations and foreign countries; implementing agreements with
such organizations and countries; coordinating rail movements to and from
ports; and coordinating Development Prosrams of each railway as a part of the
National Development Programs. The Provincial Government may not, except
with the prior approval of the Central Govermnment, alter any priority of move-
ment in respect of defense traffic, nor close or dismantle any railway line or
modify any Ministry of Defense line. The statute states that "The Central
Government may from time to time issue such directions to the Provincial
Governments with rezard to questions of policy and the running operation and
maintenance of the Railways and in particular directions to meet the require~
ments of the defence of the country as may be deemed necessary, and it shall
be the duty of Provincial Govermments to comply with any directions so
issued",

10, All powers and functions of the Central Government exercisable by
the Railway Board established in 1959, with exceptions noted above have besn
vested in the Provincial Railway Boards establisied in the respective Pro-
vineial Governments, (see Annex 2),
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11, In discharging its functions, the new Boards are required (a) to
conduct railway operations in accordance witli business principles with due
regard to the interests of agriculture, industry, commerce and the general
public; (b) to meet from revernues all appropriate expenditures chargeable
thereto under existing regulations; (c) to be guided by directives of the
Provincial Govermment on main questions of policy and major financial issues;
(d) to obtain prior approval of the Provincial Govermment for the capital
and revenue budgets, construction and abandonment of lines, changes in the
pay of railway staff and conditions of service of Class I officers, and
appointment of officers in the Senior Administrative Grade. They may not,
without prior approval of the Central Govermment, alter terms and conditions
of defence-traffic contracts.

iii) Financial Agreements

12, The provisions of the fesolution of May 10, 1961, in respect of
separation of railway finencss from those of the Government (see paragraph 29)
apply to regulate the separation of railway finances from those of the Pro-
vincial Governments, but only until such time as the provisions of the Res-
olution may be modified by the Provincial Govermments. The Bank feels that
separation of finances should be maintained and the Provincial Governments
have indicated that it is not their intention at present to change the lHes-
olution. The interest on Central Government's investment in the Railways up
to June 30, 1962 amounted to L percent per year; interest on existing and
future foreign loans, and amortization of such loans obtained by the Central
Government are payable by the [Fast and Viest Pakistan Provincial Govermments
to the Central Govermment.

iv) Other Arrangements

13. It ig the intention that, in each province, a Commission for Trans-
port Coordination would be established. Its composition and main functions
would be as shown in Annex 3. One of its main activities will be fixation of
the upper and lower limits for rates and fares. It will also coordinate the
operations and development of all forms of surface transport.

1lL. All Class I railway officers (from the rank of assistant engineer
upward) have been given an option to serve either in West or in East Pakis-
tan. Hitherto a large number of Western failway officers had to serve three
or more years in East Pakistan because of a shortage in the Bast of expe-
rienced and qualified managerial personnel. About 22 of 30 top management
personnel of the Lastern Railway are originally from Vest Pakistan. Only
two have been transferred to PWR; the other staff has been retained in PER
service so that sound management is assured. loreover, the Central Govern-
ment has reserved the right to retain or appoint an adequate number of these
or other Western Railway officers to serve in East Pakistan if necessary

t0 assure sound management in the future.

v) Attendant Problems

15, The reorgarization of the Railways under jurisdiction of the Pro-
vincial Governments brings with it questions concerning implementation of
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asgounting changes recommended in 1959 by Price Waterhouse Co,; continued
separation of Railways budget and finances from those of Government as ef-
fected in 1961; the future financial position of the Eastern Railway; and
relationships in the future between the Bank, the various Governments and

the separate Provincial Railways. These questions and attendant problems

are discussed more fully later in this report.

C. Arrangements for the Proposed Loans

16. The Railways are in a position different from other entities of
Government in that their transfer to the Provinces was established by way

of a special Presidential Order. Under this Order the Central Government re-
tained certain powers and in particular the responsibility of dealing with
international organizations and of implementing agreements with such organ-
izations. TFor this reason the Govermment requested that the proposed Loan
be made to the Center. The Central Government would relend the proceeds

of the Loans to the Provincial Governments on terms and conditions not more
1eni%nt than those of the Loan Agreement between the Central Government and
the Sank.

17. However, the financial and managerial responsibility for the
Western and Eastern Railways rests with the respective Provincial Govern-
ments and their Railway Boards, and the Bank considers it essential that
project agreements concerning the proposed loans be concluded between the
Provincial Governments and the Bank.

ITI. RAILWAY PROPERTY

A. Permanent Way

18, The Western Railway consists of 5,326 route miles with a total
track mileage of 7,515 miles (see map). Broad gauge (5'6"), by far the

most important of the three existing gauges, measures 1,628 route miles. The
balance of 698 miles is almost equally divided between meter gauge and nar-
row gauge (216") lines. In general the track is well maintained.

19. The Eastern Railway network consists of 1,715 route miles and 2,592
track miles. Meter gauge with 1,149 route miles is the most important serv-
ing principally the eastern part of the country (see map). Broad gauge routes
total 546 miles,while there are only 20 route miles of narrow gauge. The track
is built to relatively low standards in respect of weight of rail, spacing of
ties and lack of ballast. These factors contribute to low line capacity.

Track maintenance is not mechanized and while below modern standards is reason-
ably adequate considering existing conditions,

B. Equigment

20, Western Railway motive power and rolling stock as of June 30, 1961
ircluded 697 steam locomotives, 206 diesel units, 29,710 goods wagons and
3,055 coaching vehicles. Almost half of the steam locomotives are over L5
years old and thus over-age, but most of these will remain in service to meet
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traffic demards during the current Five Year Plan period. Of the rolling
stock about 20% is over-age. Maintenance of equipment is good.

21. Eastern Railway motive power and rolling stock as of June 30, 1961
consisted of L2l steam locomotives, 60 diesel units (all meter gauge),
18,637 goods wagons in terms of four wheelers and 1,611 coaching vehicles.
About LOZ of the steam locomotives and coaching stock and about 22% of the
goods wagons are over-age (over L5 years old). lMaintenance of rolling stock
is even better than on the Western Railway.

C. Other Property

22, Western Railway buildings, stations, bridges and other structures,
are on the whole well maintained. Workshops are adequate. The lloghalpura
(Lahore) workshop's capacity for wagon manufacture has been increased from
1,000 to 1,500 broad gauge wagons per annum. A shop for heavy repairs of
diesel locomotives is under construction at Rawalpindi.

23. On the Eastern Railway, maintenance of buildings, stations and
bridges is adequate., In the workshop at Pahartali (near Chittagong) a pro-
duction line has been established for mamufacturing meter-gauge goods
wagons, which is to be put into operation shortly,

IV. RAITWAY OPERATIONS

A, Manpower and Wages

2l. On the Western Railway the total number of employees had reached
120,54) by June 30, 1961 a rise of 20% since 1955. The total wage bill
decreased from about 57% to slightly less than 50% of costs from 1955 to
1960. The number of employees is not excessive and the percentage of
wages to total operating costs is reasonable. llechanization of various
railway activities is not an attractive proposition in view of the for-
eign exchange involved and of the low wage level. Over-all average annual
wage in 1959-60 was Rs. 1,180 or US$2L8 equivalent,

25, At partition the Eastern Railway had to include in its labor force
many thousands of refugees, and since then it has employed much redundant
labor. Average labor force for the period 1951 to 1955 was about 5,000
employees. The number has been kept at approximately the same level till
1959/60 (54,700) in spite of large increases of traffic; nevertheless, the
wage bill in that year amounted to about 60% of total working costs which
is high. At June 30, 1961 the number of employees had increased to 56,700,
and was about 55,000 in June 1962. Yage costs related to the total ton
miles and passenger miles were double those of the Western Railway, only
partly because the average annual pay is about 25% higher than on the
Western Railway, (Rs. 1,488 or US$31l2 equivalent). The Lastern Railway
should reduce its excess labor force, by not replacing losses due to at-
trition. The PER management has given assurances that it will closely
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watch recruitment of new staff in order to implement its policy of keeping
the number of staff to the minimum required.

B. Traffic

26. The Western Railway is the principal carrier of freight and pas-
sengers in West Pakistan. In 1960/61, freight traffic amounted to 1,129
million ton miles and passenger miles were 5,716 million, as shown in
Annex L.

27, During the 1954/55 - 1960/61 period freight traffic increased by
about L6% and passenger traffic by more than 304.

28. During the seven months from July 1, 1961 to January 31, 1962,
the volume of freight traffic declined slightly, about 1.5%, compared
with an originally estimated increase for the complete year of 6.7%. The
reasons for this decline are mainly temporary in character, i. e. the sus-
pension of transit traffic to and from Afghanistan and a substantial short-
fall of traffic for the Indus Basin Settlement Flan works below prior es-
timates (90,000 tons actual for the first six months as against an esti-
mated 1,600,000 tons for the entire year). However, figures for carload-
ings of February and March 1962 show a reversal of the downward trend be-
ing 7.6% higher than in the corresponding months of 1961. The Railway re-
cently has been able for the first time in many years to move all goods
when offered and has abolished the former system of priorities for move-
ment of various commodities,

29. In Bast Pakistan the main carrier is inland water transport
including numerous non-motorigzed craft plying the deltaic waters that trav-
erse the country. The Railway carries about one-third of all goods moved
and three-fourths of organized intercity traffic. In 1960/61, its traffic
amounted to 945 million ton miles and 1,882 million passenger miles. Since
195L/55, there has been an increase in freight traffic of 100% and in
passenger traffic, 37%. The most recent data available (July-December
1961) show a sustained increase as compared with the corresponding period
in 1960: 3% for goods traffic, and 12% for passenger traffic.

30. The Eastern Railway has not yet reached the point where it can move
without delay all traffic offered and has classified verious commodities in
nriority groups for movement. Main bottlenecks are shortages of line and
yvard capacity; dimprovement of track condition and signalling and extension of
yvards are underway and should relieve traffic congestion by 1963/6l.

31. About 17% of the Railway's ton miles consist of Indian cross traf-
fic, moving between the Calcutta area and the part of India which lies

east and northeast of East Pakistan. It is possible that this traffic, or
part of it, may be diverted over the (Indian) North East Frontier Railway
after completion of the Brahmaputra bridge on that system, expected in the
first half of 1963.



C. Competition

32, In West Pakistan, until mid-1960,road services could be operated
only on licenses restricting them to distances of about 500 miles., About
that time road transport was given complete freedom to operate over all dis-
tances throughout the country, The newly won freedom of operation and the
absence of rate regulation have resulted in diversion of high rated commodi-
ties from rail to road transport. In the period July 1961 to January 1962
rail ton miles decreased by l.L percent whereas freight revenues declined
about 8§ percent. The Railway has taken several measures to expedite movement
of goods and considers introduction of door-to-door delivery service in the
large cities. It has intensified solicitation of traffic., A new rate
structure which would make rail traffic less vulnerable to road competition
by narrowing the spread between highest and lowest rates has been worked out
by the Railway. TIts application has been held in abeyance because of impending
organizational changes transferring the Railway to the Provincial Government.

33. The Railway believes the situation will improve particularly after
establishment of the Commission for Transport Coordination which is expected
to fix equitable rates and fares for all modes of surface transportation.

3L, In East Pakistan, there are relatively few roads parallel to the
Railway and road competition is of little consequence. It is not expected to
reach significant proportions at least during the next five years,

35. Inland water carriers compete with railroad transport particularly
in respect of export and internal movements of jute, However, in view of in-
creasing industrialization and the inability of the Rallway to meet demands
for service, the inland water services in many cases are helpful to rather
than competing with the Railway.

V. FINANCES AND EARNINGS

A, The Rate Structure

36. The freight rate structure consists of both class and commodity
rates., They are published in the form of distance scales and specific point
to point rates, Distance rates are constructed on the tapering principle.
The "value of service" factor dominates the establishment of the precise
rates to be assessed, Lower than normal rates are assessed in some instances
in order to foster the development of specific industries and to encourage
exports, Passenger fares are based on uniform charges per passenger mile

for each of three classes of service.

37. The structure, carried forward without change after partition in
1947, has had no substantial revision since then. o increases have been
effected recently in the over-all rate or fare structures. The railways
have contemplated substantive rate changes since 1960 when studies of both
freight rates and passenger fares were initiated; and it has been the policy
to maintain the general rate levels on fully compensatory bases. A report
was submitted in 1961, However, it does not refer directly to the general



level of existing rates and contains the following basic recommendations:

(i) the rate structure should be adapted to conditions prevailing in the
Province concerned; (ii) minimum rates should cover out of pocket expenses;
(iii) the Railways should adopt the liability of common carrier, rather than
the present one of bailee, for all commodities except perishables; (iv) dis-
counts on rates intended to assist certain industries or exports should either
be reimbursed to the Railways by the Government or be replaced by other
government measures; (v) rates should continue to be based on the principle
of the ability of traffic to pay, and (vi) the Railways should be as free to
quote special rates, as other carriers are, however, observing rule (ii) above,
Although the general rate level would not be raised, freight revenue would
increase slightly to compensate for higher expenses to be expected from appli-
cation of rule (iii) above. The recommendations would simplify the rate
structure and enhance the Railways' capability to meet competition from other
carriers; the Bank considers them to e sound. Implementation of the report
has been deferred due to the organizational changes {see paragraph 7). The
final decisions concerning the rate structure will be taken by the respective
Provincial Governments,

B. The Budget, Accounting and Auditing

38, The Railways'budget has been separated from that of the Central
Government's since July 1, 1960, It is subject to the approval of Bovernment
which may exercise considerable control over its provisions.

39. Accounting is in accordance with a modified double account system.
It has differed over the years from normal commercial accounting but is now
in the process of change to more commercial lines in several important res-
pects, These changes are not as yet reflected in the accounts up to June
30, 1961, which are the latest available and therefore necessarily the bases
for the financial appraisal,

Lo. At the Bank's suggestion, an international fimm of accountants,
Price Waterhouse and Company, London, reviewed the accounting system of the
Pakistan iWlestern Railway, with particular reference to the accounts for (a)
capital assets; (b) purchasing and stores; (c) provident fund; (d) prepar-
ation of salary bills and (e) certain aspects of traffic accounting pro-
cedures., As a result of the firm's report and recommendations, dated June 12.
1959, the Pakistan Railways, among other things, are preparing a record of
existing assets and their present book values, The data to be obtained would
facilitate the recording of depreciation on generally-accepted commercial-
accounting principles and of fixed assets less accumulated depreciation.

The Railways will keep the Bank informed of their progress in implementing the
recommendations of Price Waterhouse and Company.

L. The Railway Accounts are audited annually by the Director of Railwey
Audit., The Auditor's certificate states that the profit and loss account and
balance sheet are correct according to the auditor's best information as a
result of a test-audit of the tooks and consideration of explanations given

to the auditor,



C. Finances

L2, The finances of the Pakistan Railways for the puirpcses of this
report are reflected by the balance sheet of June 30, 1961, vhich is the
latest available, as shown in Annex 5,

i. Current Assets

L3. The Government has been the Railway's banker. Coniributions by the
Railways to the general revenues of the Government have been substantial over
the years, amounting to Rs, 129 million in 1959/60 and to Rs, 50 million in
1960/61. Current assets do not reflect any part of these surplus funds. As
a result, the current ratio of 1,L7 to 1 and the liquid ratio of 0.92 to 1 on
June 30, 1961, are somewhat low.

ii. Fixed Assets

hl, Gross fixed assets reflect at original cost the investment by
Government since the inception of the Railways, less retirements, sales and
transfers, The assets are recorded at cost, less depreciation written off,

on assets taken over on August 1h, 1947. Expenditures represented by the
deficit balance of the depreciation reserve fund insofar as betterments and
higher prices are concerned, are not included in the fixed assets accounts,
The precise amounts to be added to gross fixed assets for these factors,
excluding replacements in kind, are not known and no adjustment is predictable.

iii, Capital

L5 The Railway's capital consists entirely of funds provided by Govern-
ment, currently at a fixed interest of L percent, without obligation to repay.
This equity capital is akin to preferred stock held entirely by the Central
Government, Thus, external loans obtained by the Government and made availabk
to the Railways become equity capital in respect of additions and development
of the Railways and the balance sheet shows no debt capital. As of December
31, 1961 the Government had expended for the Railways about Rs L50 million in
foreign exchange funds made available by three prior Bank loans, three DLF loar:
and various UK and German credits. These are reflected in the Railways!
accounts as Govermment investments, insofar as they are additions.

ive Depreciation Reserve Fund

L6, Annual contributions have been made to a Depreciation Reserve Fund
and charged directly to revenue in order to provide for the total cost of
renewals and replacements, The amount of the contribution progressively has
been increased and has been one-thirtieth of the capital at charge in recent
years, Charges to the fund have been for the total cost of replacements in-
cluding the element of improvement and increased cost due to rising prices.
Since the costs of rehabilitating assets since 1947 have been heavy, the de-
preciation reserve fund has shown a progressively larger deficit balance over
the lagt seveml, yeary,with the result that renewals and replacements have been
financed by loans from Government, the depository of the fund, without interest.
The deficit balance measures,a related understatement in the Government's
investment as of June 30, 1961.



D, Earnings
4, Based upon financial statements as submitted, the earnings position

has been satisfactory in West Pakistan and marginal in tne Eastern Province.

The income accounts for the fiscal years ending on June 30, 1956 to 1961, and
for the nine-month period ending March 31, 1962, are shown in Annex 6, which

reflects the operating ratios and interest-earned ratios shown below:

1956 1957 1958 1959 1960 1961 : 1962 )
9 mos,
PWR 66 68 66 72 65 69 71
Operating ratio % )
PER 288 92 85 92 89 84, 80

PWR 4.2 3.9 4e3 4.3 5.3 3.9
PER 1.1 0.7 1.5 1.0 1.1 1.6

Times interest earned

43, The ratios for the PWR are satisfactory and less so for the PER.
The return on net fixed assets has not been calculated as appropriate bases
are not available under the accounting procedures employed by the Railways.
The rate of return in 1960/61 on gross fixed assets as recorded was 12.5% for
both Railways together. Were gross fixed assets adjusted to include total
investment, the return would be somewhat lower. The present method of
accounting for "depreciation" by arbitrary contributions to a depreciation
reserve furd do not permit a clear determination of the financial results of
operations. As stated, however, the Railways are giving attention to this
matter, and an inventory of capital assets and their cost is being prepared
which would permit the calculation of depreciation based on historical cost.

E. Financial Changes after 1960/61

£9. In addition, procedures beyond the scope of the Price Waterhouse
study have been adopted. However, they are not reflected in the financial
statements up to June 30, 1961.

50. To enable the Railways to function on a more commercial basis,
their finances by Resolution dated May 10, 1961 were separated from those
of Government beginning on July 1, 1961, in the following respects:

(1) Railways will pay to Government's general revenues a fixed
interest of 4% on Government investment. The Railways' annual earned surpluses,
instead of being contributed to the national general revenues, will be re-
tained for credit to such Railway reserve funds as may be considered necessary.
Separate Railways' bank accounts have been established.

(2) The interest free loan advanced to the Railways in order to meet
the deficit in the Depreciation Reserve Fund (Rs. 345 million on June 30, 1961)
will be written off and a sum of Rs. 218 million will be added to the Govern-
ment investment account, The balance in the Depreciation Reserve Fund would
therefore be nil on July 1, 1961,



-1l -

(3) The Railways will pay actual interest charges on all foreign
loans including existing foreign loans obtained for them. They will also
be responsible for repayment of the foreign loans required for rehabilitation
and replacement of their assets, The Government will repay from its general
revenues foreign loans raised for additions and developmemt of the Railways.
When an installment towards the latter repayment of a lean is paid by the
Government from general revenues, the Railways will cease to pay interest on
the loan to that extent and the amount of the installment will be added to
the Government's investment in Railways and will qualify for the L percent
interest by the Railways referred to in section (1) above.

VI. RAILWAYS DEVELOPMENT PLANS3

A, General Description

51. The Railways, early in 1961, prepared, as part of the Central
Government'!s Second Plan, a Second Five-Year Program estimated to cost

Rs. 1,623 willion of which foreign exchange requirements would amount to

RS. 1,024 million or USH 215 million equivalent. The Central Government
reduced this figure and included in its Second Five Year Plan Rs. 1,400 million
for the Railways of which Rs. 900 million (US% 190 million equivalent) in
foreign currency; however, the total program, as formulated by the Railways,
forms the basis of this report since a complete breakdown of expenditure
during the Plan period has been worked out for the latter only. Its phas-
ing and breakdown between the two Railways is set forth and deseribed in
some detail in Annex 7 and sumarized below.

TOTAL PU.R P.E.R,

Total Internal External Total Internal External Total Internal Extemal

1960/61  31Lh.7 108.5 206.2: 2L1.6 79.2  162.h : 73.1  29.3 L3.8
1961/62  389.8  135.6 25h.2, 26h.3  89.8  17.5 1125.5 L5.8  79.7
1962/63  365.0  1uT.3  217.7, 239.7 107 135.0 1125.3 12.6  82.7
1963/6L  306.6 1150 191.1, 210.9  73.7 137.1 . 95.7 Ll.7  Sh.o
1964/65 _26h.y  92.0  15M.5, 17hu6  6L.6 110.1 ¢ 718 27.h L

1 1
1,622.5 598.8 1,023.7,1,131.1 L12.0 719.1 ,L91.h 186.8 30L.6

1
1
1
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52. The program has progressed in respect of experditures somewhat

slower than expected early in 1961, with the result that anticipated requir?-
ments in 1962/63 and 1963/64 for foreign exchange have been recently re-estima-
ted at US$8l.36 equivalent for those years, on a lower basis than indicated

in the table above, The breakdown between the two railways of variocus credits
from countries comprising a consortium to supply Pakistan's need for foreign
exchange is as follows, in millions of U.S. dollars equivalent:

Pakistan Railways P.W,R, P.E.R,
1962 1963 1962 1963 1962 1963
Source of Funds Total 1963 1964 Total 1963 1964 Total 1963 1964
A.I.D. 31.000 144750 164250 20.530 11,700 84830 102470 34060 7.410
I.B.R.D. 234000 74180 15920 184250 59360 12890 4750 14820 24930
Eximbank 11,900 11,900 - 7,050 7,050 =~ 44850 4,850 -

German Credits 10,000 7,500 2,500 2,020 2,020 7,980 5,480 2,500

U.K. Credits 5460 - 50460 __ - - — 5,460 = _ 5,450

81.360 41,330 40,030 47,850 26,130 21,720 33,510 15,10 18,300

B. The Project

1. General Degcription

53. The Project is the Railway's fecond Five-Year Program, As a result
of discussions with the Railway Board, and with other departments of Govern-
ment, a part of the over-all Railway Second Five-Year Plan has been designated
as the portion for which the Bank would consider giving financial assistance.
Bank financing would be confined to those items for which foreign exchange
would be needed during fiscal years 1962/63 and 1963/6/ and to which eredit
from the United Kingdom, the United States and West Germany would not be
applied by mutual agreement between the various lenders and the Borrower.
These items may be generally outlined as:

. Passenger coaches

. Freight cars and materials therefor
. Plant and machinery for workshops

. Signalling equipment

. Wooden sleepers

. Ocean freight

. Unallocated

L oMW O

2. Cost Estimates

54. The foreign exchange costs for the items which the Bank has been
asked to finance, by item, by each year and for eash Railway separately are as
shown below, in US$000,000.



ulB»

Pakistan Railways P.W.R. P.E.R.

1962« 1963~ 1962« 1963~ 1962~ 1963«
Total 63 6h Total 63 6l Total 63 6l

Passenger Carriages 7.620 1,510 6,110 7.620 1.510 6.110
Wagons & Materialg

therefor 7.220 3,870 3.350 5.600 3,050 2.550 1.620 820 800
Plant & Machinery

for Workshops Q00 900 600 600 300 300
Signalling Equipment 1.830 1,830 1.560 1.560 270 270
Wooden Sleepers 1.210 1.210 1.100 1,100 110 110
Ocean Freight 3.050 1,800 1.250 1.100 800 300 1.950 1.000 950
Unallocated 1.170 1,170 670 670 500 500

23.000 7,180 15.820 18.250 5,360 12,890 4L.750 1.820 2.930

The amount shown for shipping freight is for freight charges on
Railway equipment being financed under the United Kingdom and German credits
for the Railway program. This program has been appraised by the Bank, and the
Pakistan Government has already allocated all of the equipment to be acquired
among the Consortium member countries in accordance with the most advantageous
pattern from Pakistan's point of view by permitting the standardigation of
equipment and the purchase of goods and services at the lowest possible cost,
leaving the freight charges on the United Kingdom and German equipment to be
met from the Bank loan., The financing of the above freight charges out of the
proposed Bank Loan would be in accordance with this pattern and would enable
the Pakistan Railways to obtain more favorable freight rates,

53. The estimates are in a large measure based upon firm quotations
recently received from bidders or upon recent experience in purchasing similar
equipment; therefore, the "Unallocated" amount has been placed at a low per-
centage (5.4) of the total amount.

3. Economic Aspects

(a) Traffic Forecasts

5k Both the Pakistan Western Railway and the Pakistan Fastern Railway
have made thorough studies of the freight and passenger traffic which will
move over their lines for the years 1961/62 to 196L/65 inclusive. The Rail-
ways carefully studied past trends and worked closely with the Planning Com~
mission in 1960 in order to correlate Railway planning with the Government's
Second Five Year Plan. They wer= able to take advantage of national estimates
of production and consumption of commodities of major importance to rail
traffic. The forecast of traffic has been recently revised to account for loss
of Afghan international movements and up~-dated estimates of increased traffic
demand arising from the Indus Basin Settlement Plan Works. The revised
forecast assumes no resumption of the Afghan traffic, no increase of food-
grain imports under the U,S. Public Law L80 program, and no increase
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in traffic diversion to road. In addition, the forecast for East Pakistan
assumes no growth of Indian Cross Traffic, at present about ..7% of Eastern
Railways ton-miles , owing to completion of the Brahmaputra bridge on the
Indian North East Frontier Railway, expected by the middle of 1963, after
which date this Railway would take care of any future traffic increase to
and from the Indian territory involved.

57. The Railway's forecast of future traffic which is set forth below,
appears to be conservative on an over-all basis. An element of uncertainty
exists here as in any traffic forecast. However, the estimated data may be
taken as reasonable.

Freight Passengers
{ Ton-ifiles Millions ) (Passenger-iiles Millions)
Actual PYR PER Total BUR PER Total
1960/61 4129 945 5,074 5,716 1,882 7,598
Estimated
1961/62 4,150 1,014 5,164 5,695 1,964 7,659
1962/63 4,488 1,088 5,576 5,866 2,049 7,915
1963/64 Ly77L 1,167 5,938 6,037 2,139 8,176
1964/65 4,924 1,252 6,176 6,208 2,233 8,441
Percent
Incresase 19.3 32.5 21.7 8.6 13.3 11.1
(b) Economic Justification
58, During World War II, the Pakistan Railways, like most railways

throughout the world, were necessarily over-worked and under-maintained.
The war was followed closely by Partition in 1947. The first years after
partition were devoted to reorientation of the railways and the solving of
pressing problems which made daily operations difficult. Rehabilitation in
the early post-partition period was understandably slow. Maintenance ard
replacement programs were large and overcoming the backlog was a problem of
major proportions.

59. The Railways' First Five-Year Plan 1955-1960 did not get well under
way until about 1956/57 and provided a very substantial amount of rehabilita-
tion but did not overcome a shortage of capacity which still exists on the
Eastern Railway and which has only recently been made up on the Western Rail-
way because of the loss of Afghan international traffic.
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60. The RailwaySmust remain for the foreseeable future the backbone of
Pakistan's transport network.

6l. The economic development of Pakistan has accelerated during recent
years, Investment in the private and public sectors has been substantial.,
Industrial production has risen sharply since 1954. Past railway traffic
growth affords substantial support to estimates of future traffic. The Cen-
tral Government's Second Five-Year Plan will accelerate economic growth.

Basic railway services have in the main not been able to meet existing demands
and further investment in improving and expanding railway facilities will be
needed.

62. The Government's Second Five-Year Plan has been approved generally
by the Bank's Economic Mission which studied the economy of Pakistan in
1960/61. The railway development program is an essential part of the Govern-
ment's over-all planning. The success of the Central Government's efforts to
accelerate economic development in Pakistan may well depend in a large
measure on the success of the Railways in meeting Pakistan's future trans-
portation needs. The Project is necessary to achieve that success.

L. Construction and Procurement

63. Much of the construction has been started and most of the orders
for equipment have been placed. The goods and services for which the Rail-
ways have requested financial assistance by the Bank have been or will be
obtained after international competitive bidding except for signalling equip~-
ment and passenger wagons,

64. The Railways have requested the Bank to finance the acquisition of
component parts for signalling equipment, to an amount of Us$1,829,000
equivalent, from the proceeds of the proposed loans. A contract has been
drawn up between the Government of Pakistan and the firm of Siemens, Halske
of Germany for delivery of these component parts. This firm has associated
itself with the Government in the establishment of a jointly-owned enter-
prise, Telephone Industries of Pakistan Ltd. (TIP), for the local manufacture
of telephones,and of signalling equipment for the Railways. At the present
stage of manufacture most of the component parts of this equipment, however,
have to be imported; +the Raillways would forward the component parts obtained
abroad to TIP for incorporation in the final signalling equipment. The Bank
financed signalling equipment ($2.54 million) in the last Railway Loan

(No. 241-PiK) for which the order was placed on Siemens, Halske on the basis
of international competitive bidding. The proposed order for US$l,829,000
equivalent would be subject to a special discount of 2% on the last order
and to an escalation clause with a 5% ceiling. Lists giving the complete
breskdown of the equipment in all its component parts with the cost of each
component, both for the previous order and the proposed one, have been sub-
mitted to the Railways enabling them to compare prices exhaustively. The
foregoing procurement arrangements are acceptable and financing by the Bank
of this item is recommended.
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65. The Railways have further requested that the Bank finance a pro-
posed contract with Linke-Hoffman Busch in the amount of $7.17 iillion for
the supply of passenger wagons. Linke-Hoffman Busch is presently supplying
the Pakistan Railways with passenger wagons under a contract in the amount

of $5 million. Final deliveries under this contract are scheduled for
September. The Railways state that the new contract with Linke-Hoffman Busch
would enable deliveries of passenger wagons to continue in a steady flow and
avoid the delay which would inevitably result from advertising for new tenders,
analyzing the bids and awarding the contract to a new supplier. The proposed
contract with Linke-Hoffman~-Busch for the supply of 129 passenger carriages
would be based, ag to price, upon an international competitive biddirg in
1960 which Linke-Hoffman-Busch won, subject to an escalation clause with a
ceiling of 8 percent. In these circumgtances the financing of this contract
would be acceptable to the Bank.

VII. FUTURE EARNINGS AND FINANCES

66. The Railways have prepared estimates of future revenues and expenses
up to and including fiscal year 196l/65 based upon its traffic studies. Esti~
mated revenues assume no major changes in the rate and fare structures and
estimated expenses are related to current wage and salary scaless The fore-
cast assumes that should wage and salary increases be granted, compensating
upward adjustment of rates would be made. The estimated income accounts are
set forth in Annex 8, A related statement of estimated cash flow is shown

in Annex 9. The forecast financial data are necessarily made on the same
bases as employed earlier in this report, without reference to prospective
changes in accounting procedures,’ '

67. A summary of estimated earnings in millions of rupees is shown in
Annex 8 and summarized below:

Net Income %
Operating Operating After Operational
Period Revenues Expenses Interest Ratios
PR PER  PWR PR PR PIR PR PIR
Actual
1960/61 L8L.2 137.5 335.5 157.7 110.2  10.6 69 8l
Estimated
1961 /62 470.0 195.4  328.9 16L.1 79.9 6L o 8l
1962/63 470.0 204.3 343.9 165.6 58,6 1047 73 81
1963/6L 4,90.0 210.,0 355.h4  175.1 60.5 Lol 73 83
196, /65 510.0 215.0 368,56 180.0 62,1 2,2 72 8l

Note: Operating expenses include contributions to the Depreciation Reserve
Fund.
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68. The future earnings position as forscast for the Western Railway
will be satisfactory, for the Eastern Railway it will be marginal., For the
period from July 1, 1960 to June 30, 1965, as shown in Armex 8, the yearly
operating ratios would range from 70 to 73 for the Western Railway, from 81
to 8L for the Eastern Railway. The interest earned ratios would decline,
becanse of sharply rising interest charges, from 3.9 to 1.8 for the Western
Railway, from 1. to 1.1 for the Eastemn Railway.

694 The Railwayd cash needs and sources of funds for future fiscal
years ending on June 30, 1965 are shown in Annex 9 and the 2-year period
1962/63 and 1963/6l is summarized belows:

Rupees US$ Million Percent
Millions Equivalent of Total

Cash Requirements PR PER PWR PER W PER
Capital Investment  L50.,6 221.0 She7 Lé. 7642 78,9
Interestv 1’.],1.6 58 08 29.7 12, 3 23.8 lel

Total 592.2 279.8 12h 4 5847 100.,0 100,0
Cash Available
Proposed Bank Loan 8649 22.6 18,2 h.8 4.2 9.1
Other Loans 185.2 llll ol 38 b9 21].. 0 30 3 b.6 .0
Railwsy Operations  339.1 110.8 71.2 2343 5545  Lh.9

Total 611.2 247.5  128.3 52.1  100,0 100.0
70. The submitted forecasts indicate that about 13 percent of cash

requirements during the 1962/63 - 1963/6lL period would come from the proposed
Bank loan, more than 50 percent from the Railways! own operations and the
balance, about 35 percent, would be provided from other loans.

. Anrex 9 shows the variant cash flow positions of each railway, and
the deficiencies of local funds which will be experienced on the Pakistan
Eastern Railway in carrying out its capital investment program. It is the
intention of the Govermment to make up whatever deficiencies there may be.

72 The Railways have not submitted estimated balance-sheet data for
the future. Under existing circumstances of transition to more commercial
accounting procedures and to reorgmization under separate provincial juris-
dictions, the usual problems of estimating pro=forma balance-sheet data have
been substantially magnified.
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VIII. CONCLUSIONS AND RECOMMENDATIONS

73 The organization and management of the Pakistan Railways have
been generally satisfactory; they are undergoing substaiitial change as a
result of the President's Transfer of Railway Order which was dated June
.79*?1962‘._ v

Th. Operations are reasonably efficient. The project before separa~
tion was technically, economically, and, based upon existing accounts,
financially sound for the Railways as a whole. The Pakistan Eastern Railway
may encounter shortage of local funds for its investment program; the Govern—
ment intends to make up any such deficiencies as they msy arise. The project
will provide in a reasonable manner additional capacity, the need for which
will increase during the Govemment!s Second Five-Year Plan.

75 It is recommended that Bank loans of US$18.25 million and US$L.T5
million equivalent be made to the Central Government for the Pakistan Western
Ri«ilway and the Pakistan Eastern Railway. A term of 20 years inecluding a

32 year period of grace would be appropriate.

August 31, 1962



Annex 1

PAKISTAN
PROPOSED NEW ORGANIZATION

OF THE
CENTRAL RAILWAY DIVISION

MINISTRY OF COMMUNICATIONS

COMMISSIONER RAILWAYS

GOVERNMENT INSPECTOR DIRECTOR DIRECTOR
of Railways Operating, Traffic Standardization and Planning
and Statistics

[

JOINT DIRECTOR JOINT DIRECTOR
Civil Engineering Documentation

DEPUTY DIRECTOR
Operating, Traffic and Statistics

JULY 1962 IBRD-102IR
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PAKISTAN
PROPOSED ORGANIZATION
OF THE
PROVINCIAL RAILWAY BOARDS

WEST PAKISTAN
PROVINCIAL ADMINISTRATION

Secretary Railways

Chairman, Railway Board

Vice Chairman Member Member Finance
Secretary

Railway Board

EAST PAKISTAN
PROVINCIAL ADMINISTRATION

Secretary Communications
Chairman, Railway Board

I

Member Member Finance

Secretary
Railway Board

AUGUST 1962 IBRD-1022R



Annex 3

STANDING COMMISSION FOR TRANSPORT CO-CORDINATION IN EACH

PROVINCE

MEMBERS (PART-TIME)

1,
2.
3.

Chief Secretary (Chairmen of Commission)
Additional Chief Secretary, Planning
Chairman, Railway Board
Chairman, Provincial Transport Authority
Chairman, Inland Water Transport Authority
Secretary, Finance Department (for East Pakistan)
Secretary, Communications Department
Railway Secretary to Provincial Government
(for West Pakistan)
A representative of the Ministry of Defence
Chairman/Chairmen Port Trust

MAIN FUNCTIONS

1.

Co~ordination of both the development programs and
operation of all forms of surface transport

Priorities for movement of traffiec by rail, road
and inland waterways

Fixation of maximum and minimum limits of rates and
fares

Allocation of capacities between different forms of
transport



PAXTSTAN RAILWAYS

TRAFFIC STATISTICS

Fiscal-Years Passenger-Miles Freight Tons Ton-Miles
(in Millions) (in Thousands) (in Millions)

1955-56
P.W.R. 4,409 10,652 2,87k
P.E.R. 1,479 3,862 574
Total 5,888 14,514 3,448

1956-57
P.W.R. 4,801 10,886 3,174
P.E.R 1,615 4,603 709
Total 6,416 15,489 3,883

1957-58
P.W.R. 5,107 11,855 3,362
P.E.R. 1,611 4,475 720
Total 6,718 16,330 4,082

1958-59
P.W.R. 5,147 12;)4)"'7 3,531
P.E.R. 1,657 5,121 818
Total 6,804 17,568 4,349

1959-60
P.W.R. 5,590 12,329 3,81k
P.E.R. 1,816 5,629 872
Total 7,406 17,958 4,686

1960-61
P.W.R. 5,716 13,488 L, 129
P.E.R. 1,882 5,885 o5
7,598 19,373 5,074

1961-62
P.W.R. (July !61-Jan.62 3,217 7,483 2,24k

inc .)
P.E.R. (July *61l-Dec.6l
incl.) 960 2,921 470



ASSETS

Current Aggetg

Cash & Government Deposits
Accounts Receivable
Miscellaneous Advances
Funds in Transit

Stores

Total

Fixed Assets

Land

Buildings & Structures

Rolling Stock

Other Railwsy Equipment

Investment - Road Services
Preliminary Expenses, General Charges

Total

Less
Depreciation on Assets taken over 1947
Written-off part cost of lines previously
treated as strategic

Gross Fixed Assets

Other Aggets

Provident Fund

Depreciation Reserve Fund (Cr)
Improvement Fund

Account with Govermment of India
Advances to Staff

Account Bank-i-Milli Iran
Stores in Suspense

Total (cr)

Ratlos
Current Assets to Current
Liabilities 1.47 to 1

Current Assets less Stores to Current
Liabilities 0.92 to 1

TOTAL ASSETS

1/ Shown only on consolidated balance sheet,

CONSOLIDATED

195,239
57,783
53,487

6,307

189,657

502,473

25,460
967,135
447,878

64,193
17,019
307,496

1,829,181

217,795

179,217
1,432,169

169,193
(345,291)
74,179
26,305
2,067

255

— 39,012

(34,280)

1,900,362

149,404
9,686
N
23,956
1

352,273

10,607
725,193
299,070

41,048
14,519
170,331

1,260,768

173,385

179,217
908,166

95,514
(331,054)
16,498
1,660
255
23,964

(193,163)

1,067,276

PAKISTAN RATIMAYS

BALANCE SHEET
AS_CF JUNE 30, 1961

(Ra, 000)

P.E.R,

45,835
48,097
8,703
(17,649)
65,214

150,200

524,003

73,679

(14,237)
9,807
407

15,048

84,704

758,907

LIABILITIES

CONSOLIDATED
Current Liabilities
Accounts Payable 63,541
Security & Other Deposits 16,795
Account Current - Government 26,740
Other Miscellaneous 161,708
Purchases (Stores) _ 72,041
Total 340,825

Revenue Reserves

Depreciation Reserve Fund(Dr) (345,291)
Improvement Fund 1/ _ 74,179

Total  (Dr) (271,112)

Deferred Iiabilities
Provident and Staff Benefit

Fund 169,193
Central Government Suspense 958
Staff Advances 2,067
Total 172,218

Capitsl
Investment by Government 1,597,556
Surplus 60,875
TOTAL LIABILITIES 1,900,362

P,W,R. P.E.R,

59,184 4,357
12,136 4,658
32,841 (6,100)
125,013 36,695
53,188 18,853
282,362 58,463
(332,054) (24,237)
(331,054) (14,237)
95,514 73,679
563 395
1,660 1407
97,737 T4y k81
1,010,674 586,882
7,557 53,318

F§

B
1,067,276 758,907



Operating Revenues:
Western Railway
Bastern Railway
Total

Operating Expenses (excl. depreciation )
Western Railway
Fastern Railway
Total

Contribution to Depreciation Reserve Fund
Western Railway
Eastern Railway
Total

Total Operating Expenses
Western Railway
Bastern Railway
Total

Net-operating Revenues
Western Railways
Eastern Railways
Total

Interest Char:zes
Western Railways
Bastern Railways
Total

Net Income
Western Railways
Eastern Railways
Total

Operating rfatios
Western
Eastern
Total

Times Interest EHarned
Western
Eastern
Total

PAKISTAN RATLWAYS

(Rs. millions)

Year Ended
March 31

1956 1957 1958
3617 389.2 418.9
A28el  Li5e8 15341
490.1  535.0 57240
21341 222.2 24367
99.3 _112.2 113,0
3124 334el 356,7
2542 4t o0 3.2
_13.3  _22.4 6.3
3845 6644 48.5
238.3  266.2 275.9
112.6 _134.6 129.3
35049  400.8 4052
12344 123.0 14300
15,8 11,2 23,8
139.2  134e2 166.8
2947 31.7 33.1
14e9 _15s4 545
Lheb 471 4Be6
937 91.3 109.9
0.9 (le2) 8,3
9.6 7.1 118.2

66 68 66

88 2 85

72 75 71

4a2 3.9 4e3

1.1 0.7 1.3

3.1 249 34

STATEMENT SHOWING RAVENUES, EXPENSES AND NET INCOME

15 Year Ending June 30
months end-
ing 6/30 (9 months)
1959 1960 1961 1962
56142 482,0 484..2 34346
200,6 1717 L 1451
76148 653,7 6717 488,7
362,9  277.2  300,5  215.9
163.0 136,0 1/0.5 103.7
52549 41342 44,0 319.6
4247 3449 3540 7.5
20.9 1744 17.2 12,9
63.6 52.3 5242 4044
405.6 312.1 335.5 2434
183,9 15364 157,77 11646
589.5 46545 493.2 360,0
15546 169.9 14847 100.2
16,7 18,3 29.8 2845
172.3 188,2 178.5 128,7
35-8 32.3 38-5 Dol
16,3 16,1 1942 N.a.
52.1 L8el 5747
119,8 137.6 110.2
Ol 222 1046
120,2 139.8 120,8
5
g
72 65 69 71 ®
92 89 84 80 o
77 7L 73 T4
he3 53 3.9
.0 1Ll L6
3.3 3.9 3.1



PAKISTAN RATILWAYS

Second Five-Year Plan (1960-65)
Surmary of Development Frogram

(in millions of Bupees)

1] 1 1
1960-65 ! 1960-61 ! 1961-62 _ ! 196263 ! 196364 ! 196465
Total  FPWR  PER ' Total puit  Poi ' Total  Par  Puk ' Total Wk rin | Total WK PaR | Total PR PER
1 - [ t — - — - i—
Mptive Power-Rolling Stock 836.6 5474 289.2 : 194+8  152.9  41.9 | 205.9 13344 TR.5 L1759 96,2 7947 L 141.2 90.6 50,6 : 118.8  The3  4de5
Plant and Machinery 33.2 18,8 Lk | 748 45 3.3, 11.3 5.3 6.0, 7.5 4eB 3.0, heb 2.7 1.7, 2.2 1.8 A
Bridge Works 63.5 540 9.5, 16,1 14,9 1.2, 125 11,0 1,6, 11.3 10,1 1.2 , 11.9 9.1 2.8, 11.6 849 247
Track Rénewals 2295 17647  52.8 1 34e3 2746 647 1 6Ll0 4245 1845 1 4Bel 3646 1145 1 45.6  35.0 1046 1 40.5 35,0 5.5
Line Capacity Works 1111 7449 3602 ' 7.3 5.4, 1.9 ' 29,7 20,6 9,011 26,3 18,5 7.8 ' 31.8 22,0 9.8 ' 16.0 8ad 746
Rehabilitation of ! ' ! ' '
Buildings 12.1 767 heh ) 15 1.1 to23 1.7 6 3.0 2.1 9, 32 1.7 15, 21 1.1 1,0
Workshop Rehabilita= : ) 1 1
‘tion and Expansion 13,6 1.4 2.2, 147 3 b, 4 3.6 W8, 3.8 3.8 - , 18 1.8 - L9 19 -
Engineering and Struc- ' ! ! ! !
tural Works 114.7 85,9 28,8 ' 29.9 24,0 5.9 ' 27.5 19,8 7.7 ' 2344 17.3 6.1 ' 19,2 13.7 5.5 1 147 11.1 3.6
Workshop Construction 121 21 - W7 g - ) 53 53 - ' 35 35 -, ld 14 -, L2 L2 -
Divisional Headquarters 6.8 2,8 4aC 2 o2 - 1 1,1 1.1 - 1 25 15 1e0 t 145 - lo5 1 1le5 - 1.5
Telecommmnication Works 1.9 1.9 - ! i ol - ! o7 7 - ! o5 o5 - o6 N - ! - - -
] ] 1 1 ]
New Line Constructions 169.2  127.5 417, 13.8 8u  Bed 1 25.3 1748 745 1 5542 42.6 1246 1 41.0 0 29.8 112 1 33.9 28,9 5.0
Participation in Road and/or ' ! ' X )
Water Transport 182 10,0 w2 ! 65 L5 500 27 L5 L2 40 25 L5, 3.0 25 .5 20 20 -
t [] 1 1 T
TOTAL 1,622.5 1,131.1 491.4 : 314.7 2416 73.1 : 389.8  264.3 125.5 : 365.0 239.7 125.3 : 306.6  210.9  95.7 : 24644 1746 71,8
kel
o
L



Annex T
Page 2.

Outline and Evaluation of Principal Items
in the
Railways Second Five-Year Plan
1960/61 - 196L/65

Motive Power and Rolling Stock

Locomotive requirements have been based on the assumption that one
diesel locomotive will do the work of 1.5 steam locomotives which, at this
stage of dieselization can be considered reasonable. At present a diesel
locomotive on PWR moves twice as many gross ton-miles as a steam locomotive,
and on PER, three times. However, as dieselization on a railway progresses,
work done by each locomotive is subject to the law of diminishing returns,
and the stage at which this effect will be felt is being reached on the
Pakistan Railways. On the Broad Gauge of PWR 69 diesel locomotives will re-
place some 103 steam locomotives, to be scrapped out of a total of 283
stean locomotives aged over L5 years. On the Meter Gauge of PER, 35 steam
locomotives are to be scrapped out of 10 which are over L5 years old.

Requirements for coaching stodk and wagons were calculated accord-
ing to sound principles., In the provision made in the Program very little is
included for replacement which means that by the end of the Plan pericd a
large amount of stock over L5 years of age will remain in service. This is
necessary to keep the Railways! level of capital investment as low as possible.

Plant and Machinery

There is a heavy accumulation of arrears in regard to replacement
of plant and machinery. Only such machinery as have finished their useful
life and are not able to meet outturn requirements have been included for
replacement. Additional plant and machinery is required to meet the expand-
ing activities of the various workshops on the Railways. The expansion of
diesel operation, setting up of facilities for wagon manufacture, and
inereased construction in respect of civil engineering works have necessi-
tated the expansion and balancing of existing facilities.

Plant and machinery required to improve the standards of track
maintenance have also been included. They comprise in the main equipment
o expedite the production of ballast materials, welding of rails, track
testing and research.

Track Renewals

Normal renewal of track fell into heavy arrears since 1940 because
of the war and subsequent difficulties after partition. Moreover, scarcity
of foreign currency needed for rails and sleepers made it impossible to over-
take the backleg in recent years. Another drawback was the scarcity of
wooden sleepers on the world market. The following figures present the
position of outstanding track renewals, in miles:
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Due at be- Fallen due Total due Provided Carried out Balance car-
ginning of during the by end of in First during First ried forward
First Plan Fipyst Plan first Plan Plan Pe- Plan Pe- to Second
Period Period Period riod riod Plan Period
Sleep- Sleep- Sleep- Sleep- Sleep- Sleep-
Rail er Rail er Rail er Rail er Rail er Rail er

1839 2268 300 228 2139 2496 1333 1866 678 636 1461 1860
130 615 139 819 269 143l 130 56L 130 56L 139 870

1969 2883 439 1047  2k08 3930 1k63 2430 808 1200 1600 2730

Yuring the Second Plan period, renewals of another 475 miles of
rails and 1,300 miles of sleepers will become due. However, track renewals
as programmed in the Second Plan aim at clearing most of the renewals which
had accumulated to the beginning of the Second Plan period. The track re-
newal program is as follows:

Rail Renewals

(Track Miles)
Pakistan Vestern Railways

tlew rails 51l
Second-hand rails 5LO

Pakistan Eastern Railway:
ew rails 163
Second-hand rails Ll
Total 1,261

Sleeper Renewals

Pakistan Western Railway:
New sleepers, throw forward

of First Plan b7
New sleepers L0o0
Second-hand sleepers 962

Pakistan Eastern Railway:

llew sleepers Lél
Second-hand sleepers 307
Total 2,550

The PUR will start welding rails, in lengths of about 200 feet,
with its new rails in the Second Plan of which roughly half will be of in-
creased weight (100 1bs per yard). Concurrently sleeper density will be
inecreased from 2,200 to 2,650 per mile and ballast cushion to 12 inches.
This will strengthen the track considerably, permitting higher loads and
speeds, and is also expected to reduce maintenance cost,
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The indigenous supply of wooden sleepers being limited, a large
number of sleepers has to be imported to meet the annual requirements of
750,000 on PWR. The Railways have developed capacity to mamnufacture 60,000
cast iron and 50,000 concrete sleepers annually. Uegotiations with a German
firm are under way to set up a plant for manufacturing pre-stressed comcrete
sleepers to step up indigenous production.

Line Capacity ‘lorks

These are all related to increasing line and terminal capacity,
necessary to handle the expected number of trains and to speed up wagon
turnaround.

The principal line capacity improvements involve signalling. Arrange-
ments have been made with a leading foreign firm for establishing an or-
ganization in tlest Pakistan for the manufacture of railway signalling equip-
ment used in relay-interlocking, tokenless block-working, track circuiting,
etc., and their installation and maintenance in conjunction with the Railway
engineers. The Railways, since several years,maintain a well run and com-
pletely equipped signalling school at Lahore, open to personnel of member
countries of the LCAFE.

Measures to increase line capacity by modernizing the signalling
in the Second Plan are:

i. Relay interlocking with tokenless block working on
portions of main line where the traffic has ex-
ceeded or is tending to exceed the sectional cap-
acity;

ii, C.T.C, working on sections where heavy concentrated
rmovements take place;

iii, Tokenless block working on a number of busy sections;

ive Track-circuiting of lines at a number of stations on
the main lines;

v, Improvement in the standard of mechanical signalling
at stations on important sections to enable trains to
run through them at unrestricted speeds;

vi. llechanical block working on important branch lines to
replace the paper line clear system.

Increased line capacity will also be effected by opening new crossing stations,
providing more facilities at existing crossings, remodeling and modernization
of yards and provision of terminal facilities,
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Workshop Rehabilitation and éxpansion

Rehabilitation and expansion of workshops include the following
main items:

i. Expansion of Loco, Carriage and Llectrical Shops at
Moghalpura (Lahore) for the provision of adequate
facilities for transport and handling of material
and for improving layouts to remove bottlenecks
in the processing and flow of materials at various
stages of manufacture in the workshops;

ii. Expansion of Steel Shop ab lloghalpura by the installa-
tion of an additional furnace and other equipment
for making the shop self-sufficient in the produc-
tion of ingots from locally available scrap;

iii. Expansion of Signal Shop at Lahore so that it can cope
expeditiously with the manufacture of mechanical
signalling and interlocking gear required for the
large number of improved signalling works in hand
as well as those included in the Second rlanj;

iv. Development of the capacity of Bridge workshop at
Jhelun to fabricate the normal requirements of
1,700 tons of structural steel per anmum, the
present capacity being only 1,000 tons per annum;

v. Expansion of Dicsel shed at Lahore to accommodate about
£0 diesel units that will be added to the present
fleet in this division during the Second Plan
period;

vi. Provision of workshop facilities at Chittagong for
the assembly of wagons and carriages.

The existing facilities on PWR can handle heavy repairs of up to
100 diesel locomotives. The total fleet was 176 by the end of the First
Plan and will increase to 331 during the Second Flan. This calls for es-
tablishment of a new diesel shop (in Rawalpindi) as expansion of existing
shops is not feasible. In the first instance the new shop will be built
to cater for heavy repairs of 200 locomotives; space will be reserved to
extend the shop after the Second Plan.

Engineering and Structural Works

This catesory of works includes the construction of read ower bridges
at busy grade crossings; improvement of passenger-~handling facilities, such
as extension of platforms, shelters,water coolers, waiting rooms and station
lignting; staff welfare works; and educational, medical, staff quarters
and other facilities.

New Line Construction

Construction of the Karachi circular railway was started during
the last year of the First Plan but most of the work will be carried out
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in the Second Plan. This railway will be about 17 miles long and will provide
transport in the industrial area of Karachi for passengers and goods. It will
also divert some zoods trains to and from the port area from the city stations
and thus relieve the traffic pressure on these stations and yards.

The Dacca realignment scheme provided for shifting of the Dacca
railway station for goods and passengers from the center of the city, to a site
adjacent to the city where adequate land is available to provide for all faci-
lities needed to handle the present as well as future traffic. The existing
station and yard at Dacca are ore of the main bottlenecks of PER!'s goods and
parcel traffic while passenger trains have to be stabled in Narayanganj to
alleviate the traffic situation in Dacca, but which tend to create congestion
at the Narayanganj yard. Available space at the present site of Dacca
station is not sufficient to accommodate all necessary traffic facilities.
Work on the new site has started; the new station will become operational
by the end of 1962,

The Bholaganj-Chhattak Ropeway is intended to bring boulders and
shingles to the railhead Chhattak Bazar from where this material will be
railed to the points of consumption. The annual capacity will be five
rmillion cubic feet of which the Railway will need two million for ballasting
its track. The shingle deposit at Bholaganj is one of the few known sizeable
sources of stone in iagt Pakistan. The PER has many miles of track without
any ballast, which makes maintenance and upkeep of alignment and level rather
difficult. Ballasting will undoubtedly be of great help in this respect. Con-
struction of the ropeway started in 1961 and will be completed in the first
half of 19G3.

In West Pakistan, as far back as 1929, a survey was carried out
for a railway line from Kashmor to Kot Adu, 198 miles long and forming a
second rail link between the southern and the northern part of the system,
This line would run west of the Indus river whereas the existing (double
track) line is east of the river. Abnormal floods of the Indus in 1942 and
1948 caused a break in the railway which completely cut off the northern
from the southern part of the system during three and two months respectively.

The proposed new line would also serve the land to be brought under
sultivation by the Taunsa and Guddu Barrage projects during the Second Plan
period. It would provide an alternate route in case of emergencies as des-
cribed in the foregoing paragraph, and, in addition, is considered to be of
strategic value. The line would cross the Indus over the Taunsa barrage
which has been built with provision to take the railway track across it.

The Railways, to that end,share in the construction cost of the dam to the
amount of about Rs. 10 million,

Tne proposal in the Railways' Program is for construction of the
first L8 miles of the lihe, from Lot Adu across the Indus and southward to
Dera Chazi Khan. This part of the country is included in the new agricul-
tural development area and traffic will undoubtedly increase as development
progresses.
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Planned conversion of the Hyderabad-lHirpurkhas section from meter
to broad gauge is justified on the followinggrounds:

i. This is the busiest section (L2 miles) on the meter
gauge system near Hyderabad., But for the difficul-
ties created by the transshipment to broad gauge
at Hyderabad, the traffic volume would be much
higher with better service after elimination of
this transshipment point;

ii. The snifting of transshipment point from Hyderabad to
Mirpurkhas will reduce considerably the total
volume of transshipment as almost half of the en-
tire meter gauge traffic originates and terminates
on this section;

iii. The project would increase the yard and terminal faci-
lities at Hyderabad. At present half of the yard
space 1s taken up by the meter gauge and each part
(meter and broad gauge) is inadequate to cope with
its traffic requirements. Hence, it would other-
wise be necessary to remodel iyderabad Yard at con-
siderable cost. The project is likely to result in
saving in operating expenses, in wagon days and de-
crease in claims due to lesser chances of damage
and pilferage because of reduced freight handling;

ive The project wovld provide quicker transport of both
passengers and goods;

V. The existing track material is below standard and
maintenance expenses are high. After conversion
to broad gauge these expenditures will come down.

In Zast Pakistan the Railways' program includes constru-tion of two
new lines:

i. MNarsinghdi-Madanganj, 28.6 miles long; and
ii. EKurigram-Chilmari, 19.6 miles long.

The first one connects iladanganj, directly across the Sitalakhya
river from Marayanganj, with the main line between Dacca and Chittagong.
Madanganj is the jute baling center and grain silos have been built on that
side of the river. Presently a considerable amount of jute bales are fer-
ried across to Harayanganj and carried by rail to Chittagong. Grain for
storage is brought by rail and ferried across to iladanganj. It would seem
tnat development of IUT could take care of most of this traffic if unload-
ing of more food grains at Chalna Anchorage could be arranged. The jute
could also be shipped via Chalna., Furthermore, there is a paved road from
Hadanganij to Harsinghdi to carry whatever other traffic originates in the
area. It seems, therefore, that the proposed new line would not be urgently
needed for the development of the country,



The proposed construction of a line from the railhead Kurigram to
Chilmari, situated on the west bank of the Brahmaputra, would serve an area
of jute growing country. The main commodity would be raw jute tc be trans-
ported to baling centers at Khulna or Narayanganj. At present IWT does not
serve that part of the country, preferring the denser populated regions to
the south. Again, a developing IWT should be able to carry the traffic and
a new railway line as proposed by the Railways would not seem to be an irmme-
diate necessity,

Participation in Hoad and Inland Water Transport

With a view to coordinating policies with other transport agencies
the Railways participate in Govermment Road Transport in Vest Pakistan and
are goirg to in bast Pakistan, where they have already an interest in the In-
land Water Transport.

The PWR holds 25% shares in iest Pakistan Govermment Hoad Transport.
A provision of Rs, 10 million has been made in the Program:

a. to cover the Railways' contribution towards the
development activities of the Road Transvort
Board, and

b, 1o finance a scheme under preparation for the
transport of bulk goods between the port of
Karachi and Landhi to relieve pressure of
short distance traffic on this section.

In Last Pakistan the Government has formed a Road Transport Board
for operating road services in the Dacca-Narayanganj and Chittagong areas.
The project would cost Rs. 13 million; 51% of the capital would be contrib-
uted by the East Pakistan Government, 25% of the shares would be allotted to
the PER, and the balance would be open for public subscription.



PAKISTAN RAILWAYS

FORECAST OF EARNINGS

(in millions of Rupees)

A8

Year Ending June 30

i 11/
1961 1962 1963 1964 1965
Operating Revenues
P.W.R. 484 .2 470.0 k70.0 490.0 510.0
P.E.R. 187.5 195.4 204.3 210.0 215.0
TOTAL 671.7 665.4 674.3 700.0 725.0
Operating Expenses (Excl.Depreciation)
P.W.R. 300.5 292.3 305.7 315.2 328.0
P.E.R. 140.5 146.9  1h7.h 156.1  160.2
TOTAL 441.0 439.2 453.1 471.3 488.2
Contribution to Depreciation Q‘[
Reserve Fund
P.W.R. 35.0 36.6 38.2 ho.2 40.6
P.E.R. 17.2 17.2 18.2 19.0 19.8
TOTAL 52.2 53.8 56.4 59.2 60.4
Totel Operating Expenses
P.W.R. 335.5 328.9  343.9  355.4  368.6
P.E.R. 157.7 164.1  165.6 175.1  180.0
TOTAL Lo3.2 493.0 509.5 530.5 548.6
Net Operating Revenues
P.W.R. 148.7 1.1 126.1 134.6 b1l
P.E.R. 29.8 31.3 38.7  34.9 35.0
TOTAL 178.5 172.4 164.8 169.5 176.%
Interest Charges
P.W.R. 38.5 6l1.2 67.5 Th.1 79.3
P.E.R. 19.2 2k, 9 28.0 30. 32.8
TOTAL 57.7 86.1 95.5 w0k.9 112.1
Net Income
P.VW.R. 110.2 79.9 58.6 60.5 62.1
P.E.R. 10.6 6.4 10.7 b1 2.2
TOTAL 120.8 86.3 69.3 64.6 64.3
Operating Ratio
P.W.R. 69 70 73 73 T2
P.E.R. 84 8h 81 83 8l
TOTAL T3 i 76 76 76
Times Interest Earned
P.W.R. 3.9 2.3 1.9 1.8 1.8
P.E.R. 1.6 1.3 1.h 1.1 1.1
TOTAL 3.1 2.0 1.7 1.6 1.6
i/ Actuals

&

i/ Preliminary Revised Estimate
ifi/ Railway's Figures AdJusted to Correspond to 1/30 "Capital st Charge"



Cagh Requirements
Capital Investment

Interest

Total Cash Requirements

Cash Available

Net Operating Revenues

Contribution to Depreciation
Reserve Fund

Loans

Total Cash Available

Cash Surplus or (Reductigg)
C at S 8

PAKISTAN RATLWAYS
STATENENT OF ESTIMATED CASH-FLOW

(Rs. Millions)

YEAR ENDING JUNE 30
1961 1962 1963 1964 1965
Iotal  HWR PER Iotal  HWR PER Iotal BMR PER Iotal  HMR PER Iotal EWR PER
3447 2416 7341 389.8 264.3  125.5  365.0 239.7 125.3 306,6 210.9 957 2464k 1746 1.8
57.7 38,5 19.2 8641 61.2 2449 95,5 67,5 28,0 1049 T4l 30,8  112.1 79.3 3248
37244 2801 9.3 475.9  325.5 15044 46045  307.2 15343 411.5  285.0 12645 35845 25349 10446
178,5  148.7  29.8 17244 141.1 313 164.8 126,1 38.7 16905  134e6  34e9 17644 1414 3540
52,2 35,0 17.2 53.8 36,6  17.2 5644  38.2 1842 5942 4042 19,0 60.4  40.6 19.8
20642 1624 438 25442 1TheS5  T9.T 2177 135.0 82,7 19141 137.1 5440 15445 11041 bheds
436.9  346.1 90.8 48044 352.2 12842  438.9 299.3 139.6  419.8 3119 107.9 391.3 292,1 99,2
6445 66.0 (1.5) 45 26,7  (22.2) (21.6)  (7.9) (13.7) 8.3 26.9 (18.6) 32.8 3842 (5¢4)
64e5 66,0 (1e5)  69.0 92,7  (23.7) 4Tk 8he8  (37.4) 5547 M1 (56.0) 8845 149.9  (6144)
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