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Preface

This Report deals with the activities of Government companies and Statutory
corporations of the Government of West Bengal, accounts of which are audited by the
Comptroller and Auditor General of India (CAG).

The report has been prepared in compliance with Section 19A of the
Comptroller and Auditor General's (Duties, Powers and Conditions of Service) Act,
1971 as amended in 1984.

Audit of the accounts of the wholly owned Government companies is conducted
by the CAG under Section 619(4) of the Companies Act, 1956. There are two
Companies in which Government and Government companies/ corporations jointly
hold 51 per cent of the shares. Accounts of these Companies are also audited by the
CAG under Section 619B of the Companies Act, 1956. There are certain Companies,
which in spite of Government investment, are not subject to audit by the Comptroller
and Auditor General of India as Government or Government-owned/controlled
companies/corporations hold less than 51 per cent of the shares. A list of such
undertakings in which Government's investment was more than Rs 10 lakh as on 31
March 1997 is given in Annexure-I.

Audit of transactions of the Government companies is conducted by the CAG
under Section 19 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service ) Act, 1971. In case of West Bengal State Electricity Board and
three Road Transport Corporations viz. Calcutta State Transport Corporation, North
Bengal State Transport Corporation and South Bengal State Transport Corporation, the
Comptroller and Auditor General of India is the sole Auditor. In respect of West
Bengal Financial Corporation and West Bengal State Warehousing Corporation, he has
the right to conduct audit of their accounts independently.The audit of the accounts of
West Bengal Industrial Infrastructure Development Corporation was entrusted to the
CAG under Section 19(3) of the Comptroller and Auditor General's (Duties, Powers
and Conditions of Service) Act, 1971, initially for a period of five years from 6 June
1978 and was subsequently extended in November 1989 for accounting period up to
1990-91 and further in November 1992 for the accounting period up to 1995-96. The
Audit Reports on the annual accounts of all these Corporations are being forwarded
separately to the Government of West Bengal.

The audit of two other Statutory Corporations viz. West Bengal Scheduled
Castes and Schedule Tribes Development and Finance Corporation and West Bengal
Minorities Development and Finance Corporation established during July 1976 and
October 1995 respectively have not been entrusted to the CAG till September 1997.

This Report contains four chapteRs Chapter-I discusses the general aspects of
the results of working of the Government companies and Statutory corporations. It



analyses the overall performance of these Companies and Corporations and some
aspects of Government's interaction and control functions in these
Companies/Corporations.

Chapter-II deals with the reviews relating to the Government companies.
During this year, the performance of Greater Calcutta Gas Supply Corporation Limited
and West Bengal State Leather Industries Development Corporation Limited were

reviewed.

Chapter-II1 deals with the reviews relating to the Statutory corporations. This
year's Report includes review on recovery performance of West Bengal Financial
Corporation.

Chapter-1V deals with miscellaneous topics relating to loss, lack of economy or
efficiency and other matters of public interest. The cases reported in this chapter came
to notice in course of audit during the year 1996-97 as well as those which came to

notice earlier but were not dealt with in the previous years' Reports. Matters relating to
the period subsequent to 1996-97 have also been included wherever necessary. The

topics covered in this chapter stress the need of more meaningful control and improved
vigilance for obtaining better value for money.

vi
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OVERVIEW

The State had 60 Government companies (including 11 subsidiaries), two companics
under the purvicw of Scction 619B of the Companies Act, 1956 and nine Statutory
corporations as on 31 March 1997, These are engaged in different production, development,
financing and trading activitics like cngincering, textiles, iron and steel, electronics,
agriculture and dairy, tourism, forest, transport, power, chemicals, etc.

(Paragraphs 1.2.1 & 1.3.1)

Total investment in these 60 companies as on 31 March 1997 was Rs 3340.56 crore, of
which Rs 1553.81 crore were in share capital and Rs 1786.75 crore were in long term loans.
Of the total share capital of Rs 1553.81 crore, Rs 1533.65 crore were invested by State
Government, Rs 7.66 crore by Central Government, Rs 8.22 crore by holding companies
and Rs 4.28 crore by otheRs The State Government guaranteed the loans and credits given
by the financial institutions and the guarantees outstanding as on 31 March 1997 stood at
Rs 811.72 crore. The total outgo of State Government during 1996-97 in the form of equity,
long term loan and subsidy amounted to Rs 171.55 crore.

(Paragraphs 1.2.1, 1.2.3 & Anncxure-2)

Only cleven companies had finalised their accounts for the year 1996-97 and the
accounts of remaining 49 companics (including 8 subsidiaries) were in arrcars for periods
ranging from onc ycar to thirteen yeaRs

(Paragraph 1.2.4)

According to the latest finalised accounts of these companies 48 companies had
incurred losses of Rs 463.59 crore, 10 companies carned profit of Rs 17.92 crore, two
companics were in pre-operative stage,

(Paragraph 1.2.4)

Out of eleven companies which finalised their accounts for the year 1996-97, two
companies carned profit of Rs 10.99 crore and ninc companices suffered losses aggregating
Rs 63.96 crore.

(Paragraphs 1.2.5.1 & 1.2.5.2)

Of the 48 loss making companics, investment of Rs 122.49 crore of Government as
share capital in 37 companics under ten Departments had been eroded by their cumulative
loss of Rs 901.69 crore.

(Paragraph 1.2.5.3)

The aggregate paid-up capital of nine Statutory corporations as on 31 March 1997
was Rs 1518.95 crore of which Rs 1459.06 crore was invested by the State Government and
Rs 59.89 crore by otheRs Loans to the extent of Rs 2669.20 crore were outstanding as on 31

March 1997 from these Corporations of which Rs962.82 crore was due to the State
Government and Rs 1706.38 crore to otheRs

(Paragraph 1.3.2)

X



Greater Calcutta Gas Supply Corporation Limited was incorporated in December

1987 to take over the erstwhile Oriental Gas Company Undertaking dealing in supply of

coal gas in and around Calcutta alongwith the existing gas pipe lines of Durgapur Projects

Limited from Durgapur to Calcutta and for implementation of the new Gas Distribution
Project.

(Paragraphs 2A.1 & 2A.2)

The paid up capital of the Company as on 31 March 1996 stood at Rs 10.45 crore
against which the accumulated loss was Rs 26.19 crore mainly duc to abnormal distribution
loss of gas, delay in completion of the Gas Distribution Project, consequential huge interest
burden and poor development of market.

(Paragraphs 2A.6.3, 2A.6.4, 2A.8 & 2A.13)

Even after delay of four years from the revised scheduled date of completion (March
1993), many items of Gas Distribution Project remained incomplete  and the actual
cxpenditure stood at Rs 86.32 crore against the project estimate of Rs 54.35 crore which was
mainly due to additional interest burden (Rs 16.76 crore) on IDBI loan, increase in
construction cost of Gasholders (Rs 2.61 crore) collapsed at the time of commissioning and
additional cost of Rs 0.50 crore incurred by the Company on repair and replacement of
defective Medium Pressure Main laid by Calcutta Metropolitan Development Authority
(CMDA).

(Paragraph 2A.8)

Due to delay in approaching the concerned authority, the Company has not been able
to avail of concessional customs duty of Rs 1.72 crore under ‘Project Import’.
(Paragraph 2A.18.1)

West Bengal State Leather Industries Development Corporation Limited was
incorporated in March 1976 with the main object of developing leather and allied industries
in the State by providing technical and financial assistance to the tanners and leather goods

manufactureRs
(Paragraph 2B.1)

The Company had been incurring losses since inception due to under-utilisation of
production capacity arising out of lack of orders, payment of idle wages and huge interest
burden. The accumulated loss up to 31 March 1997 was Rs 6.51 crore against the paid-up

capital of Rs 2.63 crore.
(Paragraphs 2B.7.1 and 2B.7.2)

Under-utilisation of capacity resulted in payment of idle wages of Rs2.72 crere

during the five years up to 1996-97.
(Paragraph 2B.8.1)

Due to poor quality of leather goods, delay in exccution of orders and delay in
payment to the supplying artisans, sales to Government offices had declined from Rs 1.53

crore in 1992-93 to Rs 0.23 crore in 1996-97.
(Paragraph 2B.9.1)



Machines valued at Rs 0.49 crore remained idle for lack of spares which were found
missing after being received resulting in locking up of funds and consequential loss of
interest of Rs 0.28 crore,

(Paragraph 2B.14)

West Bengal Financial Corporation was established on 1 March 1954 to assist
medium and small industries by providing financial assistance.

(Paragraph 3A.1)

The Corporation had to depend mainly on refinance, issue of bonds and capital
contribution from Government due to poor recovery of loans/interest which resulted in
heavy interest burden of Rs 122.65 crore during the five years ended 1996-97.

(Paragraph 3A.5)

The Corporation rehabilitated 61 sick units (Outstanding : Rs 31.85 crore) up to
March 1996. An analysis of 21 units put under rehabilitation (Reliefs/concessions given :
Rs 9.69 crore) revealed that, of these five units were referred to BIFR, two units went into
liquidation, four units were taken into possession and 10 units failed to implement the
rehabilitation package either due to lack of bank’s support or promoters’ inability to bring
in their contribution.

(Paragraph 3A.8)

The Corporation issued show cause notices to 354 defaulting units (Outstanding dues

: Rs 73.80 crore) only as against 13150 units (Outstanding dues : Rs 143.63 crore) at default
as on 31 March 1997.

(Paragraph 3A.9.1)

Periodical inspection of the units, considered to be an important follow-up and
monitoring function was inadequate as the Corporation could inspect only 15.38 per cent to
22.28 per cent of the units assisted during the three years up to 1995-96. Due to inefficient
monitoring and follow-up of a on-going project the Corporation suffered a loss of Rs 0.46
crore.

(Paragraphs 3A.10.1& 3A.10.2)

Due to inadequate appraisal of projects, lack of proper monitoring and prompt
follow-up action, delay in disposal of units taken over etc. a sum of Rs 12.08 crore has

become doubtful of recovery from 10 units.
(Paragraphs 3A.12 to 3A.12.4)

Miscellaneous topics of interest relating to Government companies and Statutory
corporations
The Calcutta Tramways Company (1978) Limited recovered between April 1979 to
March 1994 an amount of Rs 1.75 crore towards professional tax from employees which was
deposited after delays ranging from one day to ten months from the due dates, resulting in
an avoidable payment of interest of Rs 0.28 crore.
(Paragraph 4A.1.2)
Webel Video Devices Limited supplied picture tubes to Sears Electronics Limited
without ascertaining the financial position or obtaining bank guarantee. The buyer went

into liquidation thereafter and Rs 0.08 crore remained unrealised.
(Paragraph 4A.3.2)
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West Bengal State Electricity Board failed to use 19 auto link sectionalisers costing

Rs 0.17 crore, out of 72 procured. A 40 MT weighbridge purchased for Rs 0.07 crore was

not installed even after completion of Civil foundation work at a cost of Rs 0.01 crore. 1dle
investment involved was to the tune of Rs 0.25 crore.

(Paragraph 4B.2.5)

West Bengal State Warchousing Corporation failed to de-hire a godown whose

occupancy varied between 0.07 and 13 per cent despite order of the Board of Directors,
resulting in infructuous expenditure of Rs 0.08 crore.

(Paragraph 4B.3.2)

xii
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CHAPTER

GENERAL VIEW OF GOVERNMENT COMPANIES INCLUDING DEEMED
GOVERNMENT COMPANIES AND STATUTORY CORPORATIONS

1.1 Introduction

This chapter contains particulars of investment and state of accounts, etc. of the
Government companies and Statutory corporations.

The accounts of the Government companics and deemed Government
companies (as defined in Section 619B of the Companies Act, 1956) are audited by the
Statutory Auditors who arc appointed by Central Government on the advice of the
Comptroller and Auditor General of India (CAG) as per provisions of Section 619(2) of
the Companies Act, 1956. These accounts arc also subject to supplementary audit
conducted by the CAG as per provisions of Section 619(4) of the Companies Act, 1956.

Of the Statutory corporations, the accounts of the West Bengal State Electricity
Board and Calcutta, North Bengal and South Bengal State Transport Corporations are

audited solely by the CAG under their respective acts. The accounts of West Bengal
Financial Corporation, West Bengal State Warchousing Corporation and West Bengal
Industrial Infrastructure Development Corporation are audited by the Chartered
Accountants appointed by the State Government in consultation with the CAG who
also undertakes thc audit of these Corporations separatcly. Audit Reports on the
accounts of all the Statutory corporations are issued by the CAG to the respective
organisations/State Government.

The audit of two other Statutory corporations viz. West Bengal Scheduled
Castes and Scheduled Tribes Development and Finance Corporation and West Bengal
Minorities Development and FFinance Corporation established during July 1976 and
October 1995 respectively had not been entrusted to CAG till September 1997.

1.2 Government companices - General view

1.2.1 As on 31 March 1997, there were 60 Government companics (including 11
subsidiarics) with total investment of Rs 3340.56 crore (Share Capital. :Rs 1553.81

crore; long term loans : Rs 1786.75 crore) as against 61 companies (including 12
subsidiarics) with a total investment of Rs 3438.29 crore as on 31 March 1996 (Sharc

Capital : Rs 1600.25 crore; long term loans : Rs 1838.04 crore).
There was no sick/defunct company as on 30 September 1997.

The bar chart given below gives a graphical view of growth in paid-up capital of
the Government companies (including subsidiarics) during last five years up to
1996-97;



Growth in paid up capita
(1992-93 to 1996-97)

(Rupees in crore)

1992-93

1993-94

1994-95

1.2.2 Financial position and working results

1995-96

1996-97

\|
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The financial position and working results of all the Government companies are
given in Annexures 2 & 3 respectively. The sector-wise investment and debt equity
ratio in these companies for last two years upto 1996-97 are given in the table below :

S1. Secwrﬁ"ype of PSU At the end of Debt Equity ratio in
No. 1996-97
(previous year)
1996-97 1995-96
Number Equity Loan Number | Equity Loan
1 2 3 4 5 6 7 8 9
( Rs in Crore) ( Rs in Crore)
1. Agriculture, Plantation and
Wood based .
(A)Government companies 10 49.09 55.62 10 46.61 47.15 1434
(1.10:1)
(B)Subsidiary companies - - - - - - .
2. Electrical, Electronics and
Engineering
(A)Government companies 9 122.75 166.11 9 118.44 133.51 1.12:1
(1.13:1)
(B)Subsidiary companies 6 8.40 9.38 6 8.92 10.81 2.13:1
(1.21:1)
3 "l"exllle, Chemicals, Minerals,
Cement and Clay
(A)Government companies 10 32.94 291.96 10 31.25 279.18 8.86:1
(8.93:1)
(B)Subsidiary companies 1 2.15 13.00 2 2.15 13.00 6.05:1
(6.04:1)
4, Tﬂdlng. Developmental and
others »
(A)Government companies 15 61.26 131.40 15 60.13 130.08 2.15:1
(2.15:1)
(B)Subsidiary companies 4 4.60 0.21 4 3.96 0.55 0.04: 1
(0.13:1)
8. Financing
(A) Government companies 1 106.18 7.00 | 83.81 110.17 0.06:1
(132: 1)
(B)Subsidiary companies - - - - - - -
6. Power
(A)Government companies « B 1117.57 976.60 2 1201.38 | 983.83 4 (:).887:11
81:1)
(B)Subsidiary companies - - - - - - -
1 e 2 3 4 : 5 6 7 8 9
B Transport
(A)Government companies 2 48.87 135.47 2 - 43.60 129.76 2.77:1
o ; ; (299:1)
(B)Subsidiary companies - - - - - -
Total 60 1553.81 1786.75 61 1600.25 | 1838.04




Analysis of investments

(a) During 1995-96 West Bengal Electronics Industry Development Corporation
[.imited, a State Government company disposed of 100 percent holdings in one of its
subsidiaries viz. Wcbel Precision Industrics Limited to a private party Magnacon
Electronics Industries(P) Limitcd. However, the fact of disinvestment had figured in the
accounts of the holding company for the year 1995-96 which were finalised during
1996-97.

1.2.3 Guarantees

The guarantecs given by the State Government against loans and credits given
by banks, etc. to the companies for the three years up to 1996-97 and outstanding as on
31 March 1997 are shown in the table below (See Annexure-4 also):

Year Number of Amount guaranteed Guarantced amount
Companies outstanding as on 31
March
Cash credit Loan from Others Total
from Banks other sources
( Rupees in crore )

1994-95 23 NA NA NA 958.53 (689.59
1995-06 9 6.09 6.62 5.56 1827 707.70
1996-97 10 86.86 20.55 2.28 109.69 811.72

The companies have to pay guarantee fee in consideration of guarantees given
by the Government. The payment of guarantec fee was in arrear to the extent of
Rs 25.69 crore as on 31 March 1997 in respect of 18 companies as against an amount of
Rs 9.35 crore as on 31 March 1996 in similar number of companies.

Budgetary outgo and waiver of dues

®

The outgo from the Statc Government during the years 1994-95 to 1996-97 in

the form of cquity capital (C), loans (1.) and subsidy (S) is as detailed below (See
Annexures- 2 and 4 also):

Nature of outgo 1994-95 No ot 1995-90 No of 1996-97 No of
Companics Companics Companies
( Rupees in crore )
Equity capital outgo from Budget 487 65 19 222 48 14 30 Z‘) L
Loan given out from Budget 8975 27 149 47 28 84 89 30
Subsidy 3215 10 38 38 8 5637 [
‘Total outgo 609,58 410.33 171.88

The position of budgetary outgo during 1995-96 and 1996-97 is shown

graphically in pie charts below :




(i)

also):

1995-96

1996-97

The amounts of receipts due to the Government which were forgone by way of
loans written off or interest waived during 1996-97 are given below (See Annexure- 4

SI.No.

Nature of waiver

Loan repayments written off
Interest waived

Penal interest waived

1.2.4 Finalisation of accounts

Total

1996-97

(Rupees in crore)

0.09
11.83

0.01.
11.93

Accountability of Government companies to the Legislature is to be achieved
through the submission of audited annual accounts within the prescribed time schedule
to the Legislature. Of 60 Government companies, only 11 companies finalised the
accounts for the year 1996-97 and the accounts of remaining 49 companies including 8
subsidiaries were in arrears for periods ranging from one year to thirteen years (as on
30 September 1997) as indicated in Annexure 3A as against 56 companies including 12
subsidiaries for periods ranging from one year to 12 years as on 30 September 1996.

According to the latest finalised accounts of these companies, 48 companiés had
incurred losses of Rs 463.59 crore, 10 companies earned profit of Rs 17.92 crore and 2
companies were in pre-operative stage till 30 September 1997 as indicated in the table

below :

St No. of Year up Profit Loss Remarks Reference to SI.Nos
No. comp- to which of Annexure-3

anics accounts  No. of Amount  No. of Amount  No. of Latest
were compa- (Rs in compa- (Rs in compa- position
finalised nies crore) nies crore) nies .

() (2) (3) @ (5) (6) () (8) ) (10)

1 11 1996-97 2 10.99 9 63.96 - - 13*,16%,19,24,31,32,

33, 47,56,57,58
2 13 1995.96 3 6.33 8 33.21 - - 1,7,11,14*%,15% 20,21,
22,36,41,45*,54,60
3 4 1994-95 - - 4 11.51 - - 2,12%,28,55*
4 6 1993-94 - - . 26.24 - - 6,17,18,23,26,48
5 7 1992-93 1 0.12 6 21.67 - - 4,5,35,38,49,.52,59
6 7 1991-92 2 0.48 4 298.90 1 Pre-operative  29*,37,39,42,44* 51a
stage ,51b

7 4 1990-91 - - 4 420 - - 27,30,34,53
8 2 1989-90 - - 2 1.15 - - 343
9 3 1988-89 - - 2 0.48 - - 8,46*

10 3 1987-88 - B 3 227 - - 9,11,25%

11 | 1983-84 - - - - 1 Pre-operative  40*

stage
Total 60 10 17.92 48 463.59 2
R indicates Subsidiary companies



Main reasons for arrears of accounts were delay in compiling the accounts by
the companies. The delay in finalisation of earlier years® accounts caused accumulated
backlog. The absence of qualified staff and delay in completion of audit by the
Statutory Auditors also resulted in arrears in finalisation of accounts in some cases.

The Administrative Departments have to observe and ensure that the accounts
are finalised and adopted by the companics in the annual general meeting within time
schedule prescribed in the Companies Act, 1956. Though the concerned administrative
ministries and officials of thc Government werc appriscd by Audit of the position of
arrcars quarterly, no effective measures had been taken by the Government for timely
finalisation of accounts. As these companies did not adhere to the time schedule, the
investment made in these companies remained outside the purview of audit and their
accountability could not be ensured.

1.2.5. Working rcsults

1.2.5.1 Profit making companics

Out of 11 companies which had finalised their accounts for 1996-97 by 30
September 1997, only 2 companies earned profit of Rs 10.99 crore (1.15 per cent ) on
total paid-up capital of Rs 955.65 crore as per details given below:

Namce of Paid up capital Profit Percentage of profit
company  essscceememeceme;eesseceses sseccescceecceceeceee to paid up capital
1996-97 1995-96 1996-97 1995-96 1996-97 1995-96
( Rupcesincrore )
West Bengal Essential 1.08 1.08 447 0.54 413.88 50.00

Commodities Supply
Corporation Limited

West Bengal Power 05457 934.57 6.52 28.21 0.68 3.02
Development Corpo-
ration Limited
1.2.5.2 Loss making companics

Nine Companies incurred losses aggregating Rs 63.96 crore during the year
1996-97 as per details given below:

Namc of company Paid up capitad Loss(-) /Profil(+)
1996-97 1995-96 1996-97 1995-960
) ( Rupees in crore )
1.National Iron and Stecl 12.00 12.00 -7.78 -7.24
Company(1984) Limited
2.Wcbhel Mcediatronics Limited 0.39 0.39 -0.44 -0.01
3.Durgapur Chemicals Limited 5.09 5.00 -12.69 -13.23
4.West Bengal Industrinl Development 106.18 83.81 -12.59 -2.93
Corporation Limited
5.Engel India Machine and 0.47 0.47 -3.05 -2.91
Tools (1987) Limited
6.Wcbel Electronics Communication 0.84 0.84 -0.84 -0.57
Systems Limited
7.West Bengal Agro Textile 147 1.42 -1.73 -0.38
Corporation Limited
8.Durgapur Projects Limited 163.00 163.00 -21.24 415
9. West Dinnjpur Spinning Mills Limited 6.80 6.80 =3.60 -3.32
Total : 296.24 273.82 -63.96 -34.74



1.2.5.3 Capital crosion

Out of 48 loss making companies the investment of Rs 122.49 crore as share
capital of Government in 37 companies was croded by their losses accumulated to
Rs 901.69 crore. The net worth of all of these companies is negative. The loans given
by the Government to the companies are doubtful debts to the extent of the negative net
worth. The loan funds are used to finance losses after the paid-up capital gets fully
croded. So there is little likelihood of the loans being received back by the Government.
The details of the companies are as follows:



Sk Name of Department/ Company Year upto Paid -up Accumulated 1oss Net worth” State
No. . which Capital at the | upto the end of'the Gowt,
accounts close of the year Loan
preparcd year —
Public Ullllt‘rhll\‘illgs ( Rupces in crores)
‘The Kalyani Spinning Mills Limited 1994-95 3.28 84.79 R1.51 7384
2| Durgapur Chemicals Limited T996-97 3.00 166.98 161 89 08.37
3. Westinghouse Saxby Farmer Limited 1993-94 1.00 130.46 -129 46 77.80
4. | The West Dinajpur Spinning Mills Limited 1096-97 680 23.21 1641 1207
s West Bengal Ceramic Development 1990-91 1.49 8.50 =7.07 5.64
Comporation Limited
6 The Shalimar Works(1980) Limited 1995-96 1.25 24.63 -23.38 23.43
7 Eastern Distilleries and Chemicals Limited 1992-93 0.20 1.94 -1.74 3.04
8. | West Bengal Agro Textile Corporation 1996-97 1.42 1.73 -0.31 40.79
Limited
9, West Bengal Chemical Industrics Limited 1993-96 ).14 4.55 -4.41 445
10. | Fisherics 1993-94 2.50 7.86 -5.36 1.54
The State Fisheries Development
Comoration Limited
I'l. | Commerce & Industrics 1987-88 0.40 0.08 -0.28 -
Webel Informatics Limited
12. chth (}ilcclmnic Communicition Systems 1996-97 0.84 31 -2.27 -
Limite
(subsidiary of WBEIDC Limited)
13. | Webel Crystals Limited (subsidiary of 1995-96 1.69 3.80 2201 4.45
WBEIDC Limited)
14 West Bengal Mincral Development and 1993-94 443 9.57 -5.14 7.74
‘I'rading Corporation Limited
15 | West Bengal Sugar Industries Development 1991-92 514 21.16 -16.02 13.53
Corporation Limited
16 | West Bengal Tea Development Corporation 1989-90 3.64 60.70 -3.00 9.03
Limited
17 Webel Video Devices Limited (subsidiary 1993-93 4.80 16.36 -11.56 12.75
of WBEIDC Limited)
18 | Webel Power Electronics Limited 1995-96 0.69 6.30 -3.61 0.09
(subsidiary of WBEIDC Limited)
19 { ircalc(r‘ Calcutta Gas Supply Corporation 1995-96 045 \ 20.19 -16.74 59.54
.imite
20 | Webel Mcdiatronics Limited (subsidiary of 1996-97 0.39 2.26 -1.87 6.65
WBEIDC Limitcd)
21 Industrial Reconstruction 1993-94 2.20 19.42 -17.22 7.38
Nco Pipes and Tubes Company Limited _
22 National Iron and Steel Company (1984) 1996-97 12.00 54.99 -42.99 30.84
|.imited
23 | The Carter Pooler Engincering Company 1995-96 0.95 10.27 9.32 649
Limited
24n_| Gluconate India Limited 1991-93 0.17 2.36 2,19 -
24b_| Indian Health and Pharmaceuticals Limited 1991-92 - 374 -3.14 -
25. | West l{lcugal Plywood and Allied Products 1993-94 0.09 322 -4.13 4.06
Limite
26 Engel India Machine and Tools(1987) 1996-97 0.47 17.28 -16.81 17.40
Limited
27 K rishna Silicatc and Glass (1987) Limited 1990-9 - 4.12 -4.12 15.49
28 .P.P Limited 1995-96 (.50 17.98 -17.48 14.12
29 | Britannia Engincering Products and 1993-94 10.28 15.14 -4.80 698
Services Limited
30 Food Processing Industries 1991-92 0.74 1.25 -0.51 0.77
Teesta Fruit and Vegetable Processing
Limited .
3T | Minor Irvigation TO87-88 10.80 12.66 1.86 p
West Bengal State Minor lrrigation
Comoration Limited
32 | Tourism 1994-95 2.09 333 -1.24 -
West Bengal Tourism Development
Comoration Limited
33. | Information & Cultural Affairs Basumati
Corporation Limited 1990-91 0.10 6.30 -6.20 543
34_ | West Bengal Film Development 199293 5.08 9.39 431 -
Corporation Limited .
35. ‘ottage & Small Scale Industr 1989-90 1.98 232 -0.34 041
hc West Bengal State Leather Industries
Development Corpora-tion Limited
36. | Transport 1992-93 20.40 160.32 -139.92 103.06
' The Calcutta Tramways Company (1978) . .
Limited -
37. | West Bengal Surface Transport Corporation 1995-96 - 4.76 -4.76 -
Limited
Total 122.49 901.69

Net worth represents paid-up capital (including free reserves and surplus) less accumulated loss.




The main reasons for the poor performance of these companics as analysed by
Audit are obsolete plant and machinery, low capacity utilisation, heavy interest burden,
high employees cost, shortage of working capital and market constraints.

Inspite of the poor performance leading to complete erosion of paid-up capital,
the State Government continued to provide financial support to these companies in the
form of contribution towards cquity, further grant of loans, conversion of loan into
equity, subsidy, etc. The total financial support provided during 1996-97 to thesc 37
companies amounted to Rs 115.92 crore.

1.2.5.4 Wagec bills adding to accumulated losses

In 20 companies under 8 Departments, the wage bills are contributing to the
cumulative loss significantly every year as shown below. This would come out by
comparing the annual wage bill with the annual increase in the cumulative loss incurred

by the companies. The wage bill also included bonus and incentives.
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SL No. Name ol Departments/ Companies Year of Total Wage Loss during No. of
Accounts Bill the year cemployees
1 2 3 4 35 [
( Rupees in lukh
Industrial Reconstruction =
l. National Iron and Steel Company (1984) Limited 1994-93 202.28 64480 703
1995-96 276.00 723.73 095
1996-97 299.58 778.13 (N}
2. Neo Pipes and Tubes Company Limited 1991-92 71.82 236.57 193
199293 75.38 259.88 195
1993-94 76.18 2955 104
3. Krishna Silicate & Glass (1987) Limited 1989-90 119.69 166,84 031
1990-91 18.54 189.52° 583
4(n). Gluconate India Limited 1989-90 72.01 313K 500
1990-91 133.91 IS 508
1991-92 142.52 146.63 509
4(b). Indian Tealth and Pharmaceuticals Limited 1989-90 60.96 771.27 340
1990-91 71.08 78.62 350
1991-92 75.23 147.62 350
s. Britannia Engincering Products and Services Limited 1991-92 3R87.43 332,75 R4
1992-93 377.33 401.32 822
1993-94 329.30 406.30 814
6. The Carter Pooler Engineering Company Limited 1993-94 84.80 158.30 230
1994-95 K17 204.75 228
1995-90 9).68 242.83 217
Public Undertakings
7. West Bengal Ceramic Development Corporation Limited 1OK8-8Y 46.42 95.16 270
1989-90 50.27 103.24 270
1990-91 §9.55 130.86 236
8. Westinghouse Suxby Farmer Limited 1991-92 716.51 1325.66 1850
199293 623.30 1567.58 1849
1993-94 285.42 1526.72 1197
9, Shalimar Works (1980) Limited 199394 178.28 232.19 460
190493 185.39 83.17 452
1995-90 213.99 S80.80 449
10 ‘The Kalyani Spinning Mills Limited 199293 506.75 817.85 2579
) 1993-94 584.22 723.09 2562
1004-95 007.36 ROB. 10 2550
Commerce and Industrics
1. Webel Business Machines Limited (subsidiary of WBEIDC 1991-92 24.09 11.62 59
1imited) (Profit)
1992-93 20.760 67.97 58
1993-94 29.39 55.03 59
12. Webel Video Devices Limited (Subsidiary ol WBEIDC Lid) 1992-93 36.30 202.82 173
1993-94 84.78 283.39 169
1994-95 92.22 291.23 168
13. Webel Power Electronies Limited (Subsidiary of WBEIDC 1993-94 17.91 36.91 111
1) 1994-98 21.10 36.70 108
1995-96 72.87 136.65 101
14. West Bengal Sugar Industries  Development: Corporation 1989-90 7558 232.74 705
Limited 1990-91 43.72 297.83 698
1991-92 143.77 378.12 092
15. Greater Caleutta Gas Supply Corporation Limited 1993-94 240.26 414.49 NA
1994-95 236.09 53291 NA
1995-96 275.06 §76.92 NA
Animal Resource Development
16. West Bengal  Livestock  Processing  Development 1989-90 528 12.52 20
Corporation Limited 1990-91 5.79 12.38 19
1991-92 5.89 20.79 19
Faod Processing Industries
17. Teesta Fruit and Vegetable Processing Limited 1989-90 6.39 14.11 21
1990-91 7.44 20.85 21
1991-92 8.92 40.04 20
Minor brrigation
18. West Bengal State Minor Irrigation Corporation Limited 1985-860 128 45 220.61 1298
1986-87 171.02 184.64 1300
1U87-88 192.46 202.95 1300
Fisherics
19. The State FFisheries Development Corporation Limited 1991-92 123.93 83.92 (YL
’ 1992-93 14295 91.52 081
1993-94 148.22 73.13 0604
Transport
20. The Calcutta Tramways Company (1978) Limited 1990-91 1365.48 1940.86 8140
1991-92 1431.20 1979.01 8106
1992-93 1422.42 1913.68 8217

11




1.2.5.5 Return on capital employed

An attempt was made to analyse the return on capital employed in the
Government companies during the year. Capital employed has been taken as net fixed
assets (including capital work-in-progress) plus working capital. For calculating return
on capital employed total interest charged to profit and loss account on borrowed funds
is added to / subtracted from the net profit / loss as disclosed in the profit and loss
account. Thus, during 1996-97 the total capital employed worked out to Rs 2373.86
crore in 60 companies and return thereon amounted to Rs 83.62 crore (3.52 per cent )
as compared to return of Rs 92.13 crore during the previous year.Sector-wise return on
capital employed during 1996-97 was as follows :

Sector No. of Companies Capital employed Return on capital Percentage of return
employed on capital employed
( Rupees in crore )
Power 2 183498 136.00 7.80
(1806.73) (127.97) (7.08)
Financing 1 106.29 -0.32 -
(212.57) 9.17) (4.31)
Irading, developmental and others 19 110.54 2.17 -
(92.33) (-7.14)
Agriculture, plantation and wood 10 80.92 -5.21 -
based (44.82) (0.02) (0.04)
Electrical Electronics and 15 128.79 -23.68 -
Engineering (111.00) (-16.59) -
Textile, chemicals, mincrals, 11 92.96 -10.26 -
cement and clay (-17.51) (-9.57) .
Transport 2 19.38 -10.74 -
(17.37) (-11.73) -
Total 60 2373.86 83.62 3.52
(2267.31) (92.13) (4.06)

(Figures for previous year given in brackets)

Return on capital employed also shown below graphically.

Power

Financing TD&O

APSWB

TCMC&C

EE&E

Transport,

EICapital employed

E Return on capital employed

1996-97
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TCMC&C Transport

@ Capital employed EIReturn on capital employed

1995-96

1.2.6 Comments on accounts

1.2.6.1 Section 619(3) of the Companies Act, 1956 empowers the Comptroller and
Auditor General of India to issue directives to the Statutory Auditors of Government
companies in respect of performance of their functions. In pursuance of the directives
so issued the supplementary report is to be received within one week from the date of
certification of accounts by the Statutory AuditoRs Supplementary reports of Statutory
Auditors on the accounts of 34 companies were received during the year, of which 20
reports were received after delays ranging from 4 to 24 weeks. Important points noticed
in these reports are summarised below :

SI. Nature of defects Number of companies Reference to SI. No.
No. where defects were of Annexure-2
noticed

1. Non-preparation of annual budgets 2 30,48

2. Non-maintenance of Accounting Manual 2 27,43

3. Non-maintenance of Internal Audit Manual determining the scope and 3 14* 26,43
programme of work of Internal Auditors )

4 Non-maintenance of Assets Register 6 8,30,33,39,41,58

5. Non-fixation of minimum and maximum limits of stores/spares 7 24,26,27,33,35,39,60

6. Non-fixation of norms for consumption of major raw materials for 2 14* 24
manufacture of majore products

7. Non-fixation of norms of requirements/ deployment of manpower 10 8,14%20,21,24,27 31,

39,54,56

8. Absence of system of ascertaining idie time for labour, machinery and 7 8,20,24,26,35, 36,49
fixation of standard cost of various products

9. Absence of effective system of determination of surplus/unserviceable 3 14* 24,39
raw materials, stores and spares

10. Non-fixation of norms of financial power 1 24

Subsidiary company

1.2.6.2 Under Section 619(4) of the Companies Act, 1956, the Comptroller and Auditor
General of India has a right to comment upon or supplement the report of the Statutory
AuditoRs Under the provision, the review of annual accounts of Government
companies is being conducted on selective basis. The accounts of 50 companies were
selected for such review during the period from October 1996 to September 1997. The
net effect of the comments issued under Section 619(4) of the Act, ibid, was as
follows :
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Details Number of accounts Monctary cfiect

_ (Rupcees in crore)
Decrease in protit 2 0.24
Increase 1n profit Nil Nil
Increase in loss 16 24.83
Decrease in loss 1 0.09
Non-disclosurc of material tact 10 32.53

Some major crrors and omissions noticed in the course of review of annual

accounts of some of these companics not pointed out by Statutory Auditors are as
follows :

(a)

(b)

(©)

1.2.7

Westinghouse Saxby Farmer Limited(1994-95)
Loss for the year (Rs 1744.29 lakh) has been understated by Rs 23.58 lakh due

to non-provision of interest payable (Rs21.41 lakh) and short provision of
guarantee fee payable (Rs 2.17 lakh).

West Bengal Handloom and Powerloom Development Corporation Limited
(1990-91)

Loss for the year (Rs 30.50 lakh) has been understated by Rs 100.24 lakh due to
inclusion of rejected subsidy claim (Rs 79.86 lakh), non-provision of liability of
arrcars (Rs 17.72 lakh) and over-valuation of closing stock (Rs 2.66 lakh).
Calcutta Tramways Company (1978) Limited (1992-93)

Loss for the ycar (Rs 1913.68 lakh) has been understated by Rs 44.73 lakh due

to non-charging of claims disowned by HRBC (Rs 41.58 lakh), non charging of’
depreciation of electrical equipment (Rs2.99 lakh) and undercharge of

depreciation (Rs 0.16 lakh).
Capacity Utilisation

Average annual utilisation of the installed or rated capacity of the main product

of 37 manufacturing/processing companies under nine Departments (to the extent of
information available) for the two ycars up to 1996-97 are given in Annexurc 5. The
capacity is often uprated or downrated depending upon conditions of plant and
machinery, available manpower, numbcr of shifts worked, etc. Percentage utilisation of
the companies ranged between nil and 77 during the year 1996-97.

The main reasons for the low capacity utilisation in most of the companies were

age old plant and machinery and constraints of working capital. This indicates the need
for the Administrative Departments to monitor the utilisation of production capacity of
the respective companies.

1.2.8

619B Companies

There were two companies covered under Section 619 B of the Companies Act,

1956, details of which are given below :

Name of Company Latest year of Paid-up Invesiment by Government Protit(+)/1.0ss(-)
accounts capital compinics during the year
. (Rupees in crore)
WEBFIL. Linted 1905-96 4.82 3.61 -6.80
[~ Wehel Carbon and Metal Film T991-92 073 0.61 (-)T.08 |
Resistors Limited
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1.2.9 Other investments

The State Government has invested more than Rs 10.00 lakh in 45 other
companies. Though the Government has invested Rs 10.00 lakh and above in those
companies they are not subject to audit by the CAG as Government /Government
owned/ controlled companies/ corporations hold less than 51 per cent shares.

A list of these companies is given in Annexurc-I. The total investment in these
undertakings up to March 1997 was Rs 173.85 crore as against Rs 173.04 crore up to
March 1996 (39 companies).

1.3

Statutory corporations

1.3.1 General aspects

There were nine Statutory corporations in the State as on 31 March 1997. Audit
arrangement of these corporations are shown below : ’

Name of the Statutc under which Date of Audit Year up to Scparate Audit Authority for
Corporation constituted formation arrangement which accounts | Repon(SAR) audit by the
finaliscd placed in CAG
(September Legislature up
1997) to the vear
(0] _(2 3) ) ) 6) (1))
West Bengal State Section 5(1) of the 1 May 1955 Sole audit by 1995-96 199495 on3 Section 69(2) of
Electricity Board Electricity (Supply) CAG July 1997 Electricity
(WBSEB) Act, 1948 (excepting for (Supply) Act.
year 1991-92) 1948
Calcutta Statc Road Transpont 15 April Sole audit by 1993-94 1987-88 Section 33(2) of
Transport Corporation | Corporation 1960 CAG the Road
(CSTC) Act, 1950 Transport
Corporation
Act, 1950
North Bengal State Road Transport 1 June 1960 | Solc audit by 1991-92 1989-90 Section 33(2) of
Transport Corporation | Corporation CAG the Road
(NBSTC) Act,1950 Transport
Corporation
. Act, 1950
South Bengal State Road Transport 7 December | Sole audit by 1992-93 1990-91 Section 33(2) of
Transport Corporation | Corporation 1960 CAG the Road
(SBSTC) Act, 1950 Transport
Corporation
. Act. 1950
West Bengal Financial | Section 3(1) of the | March Chartered 1996-97 1994-95 Section 37 (6)
Corporation State Financial 1954 Accountants of the State
(WBFC) Corporation Act, SAR issued by Financial
1951 CAG Corporation
Act. 1951
West Bengal State Agricultural Produce | 31 March Chartered 1994-95 1992-93 Scction 31(8) of
Warchousing (Development & 1958 Accountants Statc
Corporation Warchousing) SAR issucd by Warchousing
(WBSWC) Corporation Act, CAG Corporation
1956 replaced by Act, 1962
Warchousing
Corporation Act.
1962
West Bengal Industrial | West Bengal November Solc audit 1993-94 1991-92 Section 19(3) of
Infrastructure Industrial 1973 entrusted to the (excepting for the Comptroller
Devclopment Infrastructurc CAG up to the ycars 1981- | and Auditor
Cormoration Development 1995-96 8210 1983-84) | General's
(WBIIDC) Corporation (Dutics, Powers
' Ordinance. 1973. and Conditions
Replaced by West of Service) Act,
Bengal Industrial 1971.
Infrastructure
Development
Act,1974
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(1) 2) 3) 4) 4) (0) (7)
West Bengal West Bengal 23 July 1976 Audit not yet 1990-91 - Transaction
Scheduled Castes and Scheduled Castes cntrusted audit taken up
Scheduled Tribes Development and as per
Development And Finanec Corporation Sectionlq of
Finance Corporation Act 1976. Amended DPC Act 1971.
(WBSC&STD&FC) 1980.
West Bengal West Bengal 10 October Audit not yet Ist Acconnt not - -
Minoritics Minoritics 1995 cntrusted yet compiled

Development and
Finance Corporation

Development and
Finance Corporation

Act 1995

(WBMD&FC)

1.3.2 Investment

The total investment in these Corporations as on 3l
Rs 4188.15 crore (Equity Rs 1518.95 crore, long term loan Rs 2669.20 crore) as against
total investment of Rs3905.73 crore (Equity Rs 1518.95 crore, long term loan

Rs 2386.78 crore) as on 31 March 1996.

March 1997 was

The sectorwise investment in these corporations was as below: .

Sl Sector/Name of PSU At the end of Debt equity ratio
No 1996-97 1995-96
Equity | Loan 1:quitly | L.oan
( Rupees in Crore )
() (2) (3) (4) (5) (6) (7)
Power
1. West Bengal State Electricity 1352.62 2073.28 1352.62 1857.95 1.53:1
Board (1352.62) (681.61) (1352.62) (421.46)
Transport
2. Calcutta State Transport 9.62 188.69 9.62 178.33 19.61: 1
Corporation (8.62) (134.54) (8.62) (132.20)
3 North Bengal Statc Transport 10.70 98.79 10.70 69.07 923:1
Comporation (5.87) (78.55) (5.87) (69.07)
4 South Bengal State T'ransport 11.01 §9.39 1101 52.03 539:1
‘Corporation (11.01) (52.27) (11.01) (51.41)
Finance
5. West Bengal Financial 40.45 230.92 40.45 217.66 5.71:1
Comorgtion 28.96) (Nil) (28.96) (1.15)
6. West Bengal Scheduled Caste 86.94 - © 8644 - 0:1
and Scheduled Tribes (48.17) - (48.17) -
Development and Finance
Corporation
7. West Bengal Minorities NA NA NA NA NA
Development and Finance
Corporation
Agriculture
8. West Bengal State Warchousing 7.61 - 7.61 - 0:1
Cormporation (3.81) - (3.81) -
Developmental
9. West Bengal Industrial - 18.13 - o174 1:0
Infrastructure Development - (15.85) - (11.74)
Corporation
Total 1518.98 2669.20 1518.95 2386.78
(1459.06) (962.82) (1459.06) (687.03)

(Figures in brackets denote State Government investment)

QOut of total investment ot; Rs 4188.15

crore as on 31 March 1997, the

investment in WBSEB alone was Rs 3425.90 crore ( 81.80 per cent )

Ratio of investment in WBSEB and other Statutory Corporations as on 31

March 1997 is shown graphically below :
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Others
18.20%

1.3.2(i)Waiver of dues

WBSEB
81.80%

The State Government waived dues of following corporations during the year as
detailed below :-

Details of dues Name of Corporation Amount
I (Rupees in Crore)
Repayment of ioans West Bengal Financial Corporation 0.09
Interest on loan West Bengal State Electricity Board 106.32
Total 106.41

1.3.2(ii) Budgetary outgo

Budgetary outgo of the State Government in respect of these corporations

during the last three years ending 1996-97 was as follows :

Particulars Name of the Corporation Amount
(Rupees in crore)
1994-95 1995-96 1996-97
Capital West Bengal State Electricity Board 97.99 671.72 -
West Bct;gal Financial Corporation 13.95 0.50 4.00
West Bengal State Warchousing Corporation 0.20 - -
Total 112,14 672.22 100.97
Loan West Bengal State Electricity Board 994 118.60 267.18
Calcutta State Transport Corporation 10.75 8.00 10.34
West Bengal Industrial Infrastructure Development Corporation 1.77 1.77 2.00
South Bengal State Transport Corporation 8.01 6.34 7.20
Total 2147 134.71 286.72
Subsidy/ grant South Bengal State Transport Corporation 9.00 9.76 12.29
West Bengal Industrial Infrastructure Development Corporation - 123 -
WBFC - - 1.00
Calcutta State Transport Corporation 74.95 51.70 61.89
West Bengal State Electricity Board 78.40 81.71 245.52
North Bengal State Transport Corporation 22.66 22.43 27.10
Total 185.01 166.83 347.80
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1.3.3 Delay in finalisation of accounts

Accountability of the Statutory corporations to the Legislature is to be achicved
through submission of audited annual accounts within the prescribed time schedule to
the Legislature. Out of the nine corporations only one corporation viz. West Bengal
Financial Corporation finalised its accounts up to 1996-97 by due date and the accounts
of remaining seven corporations were in arrear for periods ranging from one year to six
years as indicated in Annexure-6 (as on 30 September 1997). One corporation viz.
West Bengal Minorities Development and Finance Corporation incorporated on 10
October 1995 has not finalised its first accounts till date.

1.3.4 Profit carned by the Corporations

According to latest financial accounts four corporations viz. WBSWC,
WBIIDC, WBSEB and WBSC & STDFC earned profit of Rs18.23 crore, four
corporations incurred a loss of Rs 87.59 crore and one Corporation has not finalised its
first accounts up to 30 September 1997.

1.3.5 Guarantee on loans
The guarantees given by the State Government against loans and credits given

by the Banks etc. to the Statutory corporations for the preceding three years up to 1996-
97 and outstanding as on 31 March 1997 are shown in the table as follows:

Guarantees Amount guaranteed during CGiuarantecd amount
(Purposc) outstanding as on 31 March
1997
1994-95 1995-96 1996-97
(Rupees in crorces)

Cash credit from Banks
wBSED - 30.50 -
WRFC - 19 14 38.85 38 85
Loans from other sources
wBSI'R 1779 64 84 40 756 96 1088 45
WBFC 13.33 - - 113.00
CSTC - 17.40 - -
NBSTC - - - -
SBSTC 409 1o - 713.30
wBIIDC 14.80 - - -

1.3.6 Subsidy

The Government gives subsidy to the corporations for specific schemes or
programmes/ projects and also for other purposes. The dctails of subsidy released by
State Government to the Statutory corporations during 1996-97 are as follows :-

) Subsidy amounting to Rs 245.52 crore was given to WBSEB to recoup revenue
losses.

(i) CSTC, NBSTC and SBSTC were given subsidy to the tune of Rs 61.89 crore,
Rs 27.10 crore and Rs 12.29 crore respectively.

(iii)  Subsidy amounting to Rs 1.00 crore was given to WBFC.
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1.3.7 Working results of Statutory corporations

The working results of these nine Statutory corporations for the
latest year for which accounts had been finalised are summarised in Annexure 6.
Salient points on the accounts and physical performance of these Statutory corporations
are given in paragraphs 1.4 to 1.10 infra.

1.4 °~ West Bengal State Electricity Board

1.4.1 The capital requirements of the Board are met by way of equity capital from
State Government and also by way of loans from State Government, public banks and
other financial institutions.

The aggregate of long-term loans (including loans from Government) obtained
by the Board and outstanding as on 31 March 1997 was Rs 2073.28 crore compared to
the long-term loans of Rs 1857.95 crore outstanding at the end of previous year.
Particulars of loans obtained from the State Government and other sources and
outstanding at the close of March 1996 and March 1997 was as follows :

S1.No. Source Amount outstanding
as on 31 March

19096 1997
(Provisional)
(Rupees in crore)

I. State Government 421 .40 088.63
2. Other sources
1.oan from public bonds 720.62 636.85
Loan from LIC 208.73 253.97
Loan from Clectrification
Corporation 265.68 244.61
Other loans 241.46 249 22
Total : 185798 2073.28

1.4.2 Government had guarantced repayment of loans raised by the Board to the
extent of Rs 1845.41 crorc and payment of interest thereon. The amount outstanding
thereagainst as on 31 March 1997 was Rs 1088.45 crore. The Board had to pay
guarantee fee in consideration of the guarantees given by the Government. The
payment of guarantee fee to the extent of Rs 51.86 crore was in arrears as on 31 March
1997.

1.4.3 The financial position of the Board as per books of accounts at the end of each
of the three years up to 31 March 1997 is given below :
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B.

Linbilitics -
I

2.

Ll el

Asscts

Equity Capital

Long term loans
(a)Government

(b)Other sources
Subvention and grants from
(a)Government

(b)Others

Overdrafls/ways and means
advances from Government

Intcrest on loans

Security deposits from
consumers (including
interest thereon)

Current liabilitics and
provisions

Rescrves and reserve fund
Less : Deficit

Total - A

Gross fixed asscts

Less Depreciation
Net fixed asscts

Capital work-in-progress
Current asscts
Investment

Total - B

Capital cmployed

1994-95

680.90

302.86
1435.90

27347

13.99

58343

98.72

1429.51
39.22

523.38

4334.62

1370.88

523.26
847.62

1608.93
1806.22
71.85

4334.62

2833.26

1995-96

( Rupees in crore )

1352.62

42146
1436.49

334.57

16.16

351.38

115.14

1272.61
54.68

5355.11
506.16

4848.95

secnncons

1571.90

628.78
943.12

1702.83
2147.56
55.44

4848.95

Capital employed represents net fixed assets (including capital works-in-progress) plus working capital.
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1996-97
(Provi-
tional)

1352.62

688.63
1384.65

415.90

18.42

333.65

131.46

1525.75
55.52

5906.60
48791

- 5418.69

1835.41

749.32
1086.09

1780.42

251290
39.28

5418.69

3853.66



1.4.4 The working results of the Board as per books of accounts of the Board for the
three years up to 1996-97 are summarised below :

1994-9% 1995-96 1996-97
(Provisionat)
( Rupees in crore )
| (a) Revenue receipts 1124.32 1373.74 1482.93
(b) Subsidy from the State
Government 97.13 81.71 245.52
(c) Total 1221 .45 1455.45 1728.45
2. Revenue expenditure (net of
expenses capitalised) including
write-ofT of intangiblc asscts
but excluding depreciation
and inmterests 1178.97 1385.55 1607.43
3. Gross surplus/(-) deficit
(1-2) 42 48 69 90 121.02
4. Adjustment relating to
previous year (credit) 148.31° 148.31 153.76
5. Final gross surplus/(-)deficit 190.79 218.21 274.78
3)+ @)
6. Appropriations
(a) Depreciation (less capitalised) 88.03 95.72 108.39
(b) Interest on Government
loans 28.17 42.42 05.57
() Interest on other loans, bonds
advances ete. I8S 15 177.93 18R 41
(d) Total interest on loans 21332 220.35 25398
(b) + (c)
(c) (Less )Interest capitalised 129.03 11508 105.84
(1) (Net) Interest charged to revenue 84.29 105.27 148 14
7. Surplus/(-) deficit before (d -¢)
accounting for subsidy
from State Government (-) 78.60 (-) 64 40' (-)227.27
1(5)-6(a)-6(1)-1(b)]
. Net surplus/(-) deficit
1(5)-6(a)-6(1)] 1847 17.22 18.25
9 Total return
on Capital Employed * 102.76 122.49 166.39
10. Percentage of return
on Capital Employed 362 347 4.32

1.4.5 Audit assessment of the working results of the Board

The Board earned a surplus of Rs 18.25 crore during the year 1996-97 as
compared to surplus of Rs 17.22 crore during the previous year 1995-96. The dcficit of
the Board before accounting for the subsidy from the State Government increased by
71.62 per cent during the year 1996-97 as compared to the ycar 1995-96.

Total Return on capital employed represents Net surplus/(=)deficit plus total interest charged to Revenue account ({ess interest

capitalised).
15549
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The accumulated deficit at the end of 1996-97 amounted to Rs 487.91 crore
which had been arrived at after taking credit of Rs 797.00 crore on account of subsidy
receivable from the State Government. Of the above subsidy, Rs 245.52 crore had been
adjusted during the year 1996-97 leaving a balance of Rs 551.48 crorc yct to be
received/adjusted.

According to Scction 59 of the Electricity (Supply) Act, 1948, as amended, the
Board, after taking credit of subvention from the State Government under Section 63, is
required to carry on its opcrations and adjust its tariff so as to ensure that total revenue
in any year of account shall, after meeting all the expenses properly, leave such surplus
which is not less than threc per cent or any higher percentage fixed by the State
Government of the valuc of fixed assets of the Board in service at the beginning of the
year. Based on this, the Board was required to achieve a minimum surplus of Rs 28.29
crore (three per cent of the value of fixed assets in service at the beginning of the year)
for the year 1996-97. As against this there was a net surplus of Rs 18.25 crore which
worked to 1.93 per cent .

The following major irregularities and ommissions were pointed out in the
separate Audit Report on the annual accounts of the Board for the year 1995-96:

Revenue Accounts

I. Revenue from sale of power (Rs 135792 lakh) is overstated by Rs 486.49 lakh
due to omission to account for revenue refundable and its excess accounting
(Rs 406.62 lakh) and treatment of revenue for earlier years as revenue for the

ycar (Rs 79.87 lakh).

2. Other income (Rs 1582 lakh) is overstated by Rs 17.60 lakh due to cxcess
accounting of revenue and trecatment of revenue for carlier years as revenue for
the year. ‘

3. Purchase of power (Rs 90217 lakh) is understated by Rs 4292.91 lakh due to

treatment of power purchased for the year as expenditure for earlier years and
its short accounting. .

4. Generation of power (Rs 20807 lakh) is understated (net) by Rs 1122.38 lakh
due to omission to account for consumption of coal and oil during the ycar and
shortage of coal and oil noticed (Rs 1362.13 lakh) and under provision of
liability for coal, oil and related expenditure (Rs 58.28 lakh) on the one hand
and overstated by Rs 298.03 lakh due to erroneous trcatment of fuel related cost
for the earlier years as for the year.

S. Repair and maintenance (Rs 5946 lakh) is understated by Rs 121.36 lakh due to
non-provision of cost of services received during the year (Rs 60.01 lakh) and
erroncous treatment of capital work as revenuc work (Rs 61.35 lakh).

6. Employees cost (Rs 22060 lakh) is understated by Rs 32.29 lakh duc to short
accounting of cost of services received from the employees during the year.

7. Administration and General Expenditure (Rs 2851 lakh) is understated by
Rs 15.47 lakh owing to non-provision of cost of services received during the
year.
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the Board will turn into deficit of Rs 217.83 crore.

Depreciation and related debits (Rs 9572 lakh) is understated by Rs 242.77 lakh

due to short acccounting/non-accounting of depreciation on assets in use.

Interest and Finance charges (Rs 22035 lakh) is understated by Rs 1569.44 lakh
duc to omission to account for penal interest on overdue principal and interest
on loan (Rs 1563.28 lakh) and omission to account for rebatc allowed to the

consumers on sale of power (Rs 6.16 lakh).

Other Debits (Rs 268 lakh) is understated by Rs2049.10 lakh due to non-

provision of bad debts (Rs 1947.47 lakh) and non-provision of shortage of
materials noticed during physical verification (Rs 101.63 lakh).

As a result of the above irregularities/omissions the surplus (Rs 17.22 crore) of

Based on the Audit assessment of the working results of the Board for two years
upto 1995-96 and taking into consideration the major irregularities and omissions
pointed out in the separate Audit Reports on the annual accounts of the Board and not
taking into account of the subsidy receivable from the State Government, the net deficit
and percentage of return on the capital cmploycd of the Board will be as under :

SN, Particulars 1994-953 | 199596
( Rupees in crore )
1 Net surplus/(-) deficit as per Book of Accounts 18.47 17.22
2. Subsidy from State Government 97.13 81.71
3. Net surplus/(-) deficit before subsidy from the State Government (1) - (2) (-)78.60 (-)64 .49
4 Net increase / decrease in net surplus/ (=) deficit on account of Audit comments on the annual (-) 274 45 (-) 235.08
accounts of the Board
5. Net surplus / (<) deficit after taking into account of Audit comments but betore subsidy from (-)353.11 (<) 299.54
the State Government (3) - (4)
6. ‘Total return
on Capital employed , (-)168.80 (-)96.87
7. Percentage of return
on Capital employcd - -
1.4.6 The following table indicate the operational performance of the Board

for the three years up to 1996-97 :

Ralbod

Installed Capacity (MW)

(i) Thermal (Derated)

() Hydel

(i) Dicsel and Gas Turbine
Total - 1

Power generated (MKWIH)

(i) Thermal

(i) Hydel

(iii) Diesel and Gus Turbine
Total -2

Less : Auxiliary consumption (MKWH)

Net power gencrated (MKWH) (2-3)
Power purchased/procured (MKWI1)

Total power available for sale (MKWH)
( 4+5-9(ii) »
Normal maximum demand (MW)

23

1994-98

1010.00
45.00
78.00

1133.00

3647.10
86.94
16.02

3750.06

408.89
334117
6798.85

10139.02
1846.00

1995-96

1020.00
97.31
82.40

1199.71

3061.46
128,98
14.66

3205.10

366.13
283897
8254.00

11091.97
1864.00

1996-97

Provisional

1010.00
84.45
78.00

1172.45

3467.32
281.34
12.03

3760.69

41031
335038
8720.78

12070.16
1986.00
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19.

20.

21.

22

23.

24

1.5

1.5.1

Power sold (MKWIEH)

(i) ‘Transmission and Distribution
loss (MK WI)

(i) Free Supply to Bhutan (MK W)

(iii) Sub-station Auxilinry (MKWI1)

Average load factor (percentage)
Percentage of generation o installed
capacity

Percentage of transmission and
distribution losscs to total power

avaitable for sale

Number of Units (KW generated per
KW ol installed capacity

Number of Villages/Towns electriticd

(w) Pumpscis/svells energised
(b) Pumpsctsiwells awaiting energisation

Number of Sub-station (33 KV and above)
Transmission/Distribution losses :

(i) High/Medium Voltage (MKWIH)
(ii) Low Voltage (MK WL

Number of Consumers (In lakh)

Number of employees

Total expenditure on Stalt
(Rupees in lakh)

Average cost per employee
(Rupees in lukh)

Percentage of expenditure on Staft’
to total revenue expenditure

Break-up of sale of energy according
to categories ot consumers (MKWHH)

(a) Agriculture
(b) Industries
(¢) Commercial
(d) Domestic
(e) Others
Total - 23
(n) Revenue per KWIH (Rupees)*
(b) Expenditure per KW (Rupees)**
(<) Profit (+)V1.0ss (<)
per KWH (Rupees)

Revenue per kwh has been arrived at afler excluding subsidy from State Government
This includes charges on account of depreciation and interest.

Calcutta State Transport Corporation

1994-95

7997.03

214299
1.00
16.00
41.00

3778

21.13

3310
310

2266
NA

308

NA
214299

21.12
39258

19102

0.49

16.20

1020.10
1814.94

734.70
1500.15
2927.14

7997.03

(-)0.11

199590
K¥786.00

2266.00
1.00
39.97

- 57.00

30.41

20.43

2072
89

1978
11347

323

NA
2266.00

NA
39393

22000

0.56

13.90

1231.69
2019.42

781.88
1613.07
3139.34

8786.00

(-)0.05

1990-97
Provisional

9616.42
2423.74
1.00

18.00
NA

36.62

20.08

3208
293

234
NA

315

10745
257878
23.01

38098

24050

0.03

12.90

1365.86
2236.27

R064.00
1930.67
3249 .56

-)0.10

Under Section 23(i) of the Road Transport Corporations Act, 1950 the State
Government and the Central Government had agrced to contribute to the capital, the
ratio of which has not yet (September 1997) been settled.
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The capital of the Corporation as on 31 March 1997 was Rs 962.24 lakh
(Rs 862.24 lakh contributed by Statc Government and Rs 100 lakh contributed by the
Central Government) which was also the same as on 31 March 1996. Interest on capital
received from the State Government and the Central Government is payable at the rate
of 4 10 6 per cent and 6.25 per cent respectively.

1.5.2 The financ.al position and working results of the Corporation for the three years
up to 1993-94 up to which accounts have been finalised by the Corporation till
September 1997 have been summariscd beclow :

Financial position

1991-92 1992-93 1993-94
(Rupees in lakh)
A. Liabilities :
1. Capital 962.24 062.24 962.24
2. Reserve and Surplus 135.66 151.76 174.87
3. Borrowings 15359.19 15634.07 16653.76
4, Trade dues and current
liabilities 11511.20 12385.95 12969.26
27968.29 29134.02 30760.13
B. Assets
(a) Fixed assets
(i) Giross fixed asscts 12790.87 12743.71 13366.55
(ii) Less Depreciation 7533.03 8084.58 8352.51
(iii) Net fixed asscts 5257.84 4659.13 5014.04
(b) Investments 26599 275.13 300.33
(c) Current assets, Loans
and advances 2334.61 2474.10 2129.37
(d) Accumulated loss 20109 85 21725.66 23316.39
27968.29 29134.02 30760.13
C. Capital employced (-)3891.80 (-)4994.80 (-) 5§501.32

Working results

Particulars 1991-92 1992-93 1993-94
(Rupces in lakh )

1. (a) Operating :
Revenue 3204.76 3796.58  3913.86
Expenditure 7025.53 7581.75 8065.69
Deficit 3820.77 3785.17 4)51.83
(b) Non-apcrating
Revenue 11497 133.61 123.91
Expenditure 1042.37 1112.04 1271.40
Deficit 927.40 978.43 1147.49
2. Total revenuc 3319.73 3930.19 4037.77
3. Total Expenditure 8067.90 8693.79 9337.09
4. Net Profit (+)/Loss (-) (-)4748.17 (-)4763.60 (-)5299.32
5. Interest on capital and loan 1031.26 1122.65 1270.90
6. Total return
on Capital cmployed (-)3716.91 (-)3641.05 (-)4028.42

Capital employed represents net fixed asscts (including capital work-in-progress ) plus working capital.
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1.5.3  Separate Audit Report on the annual statement of accounts of the Corporation
for the year 1993-94 indicated net understatement of loss to the extent of Rs 6.38 crore.

1.5.4  The table below indicates the physical performance of the Corporation during
the three years up to 1996-97 :

1994-98 1995-96 1996-97
1. Avcerage number of vehicles held 1250 120 1197
2. Average number of vehicles on road 860 877 874
3 Percentage of wtilisation 6R.R0 72.60 73.02
4. Kilometres covered (in lukh)
(a) Giross 669.64 6R8.95 678.31
(h) Effective 599.02 614.92 617.69
(c) Dead 70.62 74.03 60.62
5. Percentage of dead kms to gross ks 10.55 10.75 8.94
0. Average kms covered per vehicle per day 202.08 199.40 200.10
7. Average revenuc per km (in paise) 694 .45 677.52 71697 (M)
8. Average expenditure per km (in paise) 1513.59 1507.82 1631.78 ()
9 Loss per km (in paisc) 819.14 830.30 914.78
10. Total route kms 21848 23454 22924
1. Numbcr of operating depots B 11 1
12. Average number ol breakdowns per lakh kms 152.50 138.90 115.60
13. Average number of accidents per lakh kms 0.67 0.67 .60
14. Passenger kms scheduled(in fakh) 28851.00) 29810.00 32175.30
1S. Passenger kms operated (in lakh) 27914.76 28639.48 28504.26
16 *Occupancy ratio (per cent) 102.58 102.92 102.09
(1) Denotes provisional figures.

1.6 North Bengal State Transport Corporation

1.6.1 The capital of the Corporation was Rs 1069.56 lakh (Rs 587.04 lakh
contributed by the State Government and Rs 482.52 lakh by the Central Government)
as on 31 March 1997, which was the same as on 31 March 1996.

1.6.2 The financial position and working results of the Corporation for the three years

up to 1991-92 up to which accounts have been finalised by the Corporation till

30 September 1997 are summarised below:

1989-90 1990-91 199192

Financial position
( Rupees in  lakh )

A LIABILITIES
l. Capital 1038.06 1038.06 1069.55
2 Resurves and Surplus 17.06 20.37 22.13
3. Borrowing 3823.37 4910.37 5098.37
4. Trade dues and other current liabilitics J128.67 3784.08 3226.27
S, DifTerences in accounts 0.06
Total -A 8007.22 9752.88 9416.32
B ASSETS
1. Gross Block 2653.86 3628.20 4165.46
2. Less : Depreciation 312.60 414.59 478.77
kN Net fixed asscts 2341.26 3213.61 3686.69
4. Capital work-in-progress 467.71 290.12 2492
S, Investment 72437 762.31 9.24
6. Current asscts. loans and advances 603.96 948.34 432.29
7 Accumulated loss 3869.92 4529.50 5263.18
Total - B 8007.22 9752 .88 9416.32
C. Capital cmployed 284.26 676.99 917.63

Occupancy ratio memns total seat kilometres occupied (in 1akh) out of total scat kilometres offered (in lakh) expressed in
l)‘crccnlagu'.
Capital employed represents net fixed assets (including capital work-in-progress ) plus working capital.
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1989-90 199091 1991.92
( Rupecs in lakh )
Working results

Particulars

(n) Operating

Revenue 1910.20 2544 81 3006.30
Expenditure 2659.76 3609.20 4340.37
Deficit 749.56 1064.39 1340.07
(b) Non-operating

Revenue 4.23 22.43 27.33
Expenditure 252.60 290.22 313.60
Deficit 248.37 267.79 286.27
Total revenue 1914.43 2567.24 3033.63
Total expenditure 2912.36 3899.42 4659.97
Net loss 997.93 1332.18 1626.34
Interest on capital and loan 24595 286.90 3185
Total return

on Capital employcd* (-)751.98 (-)1045.28 (-)13]4.4‘)

1.6.3 The table below indicates the operational performance of the Corporation
during the three years up to 1996-97:

1994-95 1995-96 1996-97

Average number of vehicles held 971 979 986
Average number of vehicles on road 765 671 6l
Percentage of utilisation 79 69 67
Kilometres covered (in lakh')

(a) Gross 763.60 670.34 623.76
(b) Effective 741.90 651.64 604.80
(¢) Dead 21.70 18.70 18.96
Percentage of dead kms to gross knts 2.84 2.79 3.04
Avcrage kms covered per vehicle per day 2606 266 271
Average revenuce per km (in paisce) 586 636 684
Average expenditure per km (in paise) 812 858 1247
Loss per km (in paisc) 226 222 563
Total route in lakh kms 1.74 1.74 1.74
Number of operating depots 21 21 21
Average number of breakdowns 21.75 23.29 18.96
per lakh kms

Avcrage number ot accident per lakh kms 0.2%8 0.18 0.13
Passenger kmy scheduled (in lakh) 37.095 32.582 30,240
Passenger kms operated (in lakh) 25,077 23.785 22,015
*Occupancy ratio ( per cent ) 68 73 73

* Occupancy ratic means total seat kms occupied ( in lakh ) out of total seat kms offered (in lakh) expressed in percentage.
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1.7  South Bengal State Transport Corporation

1.7.1 South Bengal State Transport Corporation (erstwhile Durgapur State Transport
Corporation) was incorporated on 7 December 1973 with a view to extending the
facilities of road transport in five districts of South Bengal, namely Bardhaman,
Birbhum, Bankura, Purulia and Medinipore. In March 1988 its arca of operation was
extended to all districts of West Bengal including Calcutta and excepting Jalpaiguri and
Cooch Behar.

The capital of the Corporation was Rs 1100.93 lakh (wholly subscribed b_v the
State Government) as on 31 March 1997 which was the same as on 31 March 1996.

1.7.2 The financial position and working results of the Corporation for the three years
up to 1992-93 up to which annual accounts of the Corporation have been finalised till
30 September 1997 are summarised below :

Financial position

1990-91 199192 1992-93
(Rupees in lakh )
(A) Liability
(a) Capital 1100.93 1100.93 1100.93
(b) Reserve and surplus 29.97 10.25 12.53
(¢) Borrowings 2362.84 2661.31 2043.17
(d) Trade dues & Current liabilities 1644.04 2237.60 2358.26
5138.38 6010.10 6414 .89
) Asscls
(a) Fixed assets
(i) Grross fixed asscts 1869.45 2497.37 2550.47
(ii) Less .depreciation 736.38 1030.56 1348.42
(iii) Net fixed asscts 1133.07 1466.81 1202.05
(b) Capital work<in-progress 243.15 114.08 139.95
(€) Investments 37.93 37.93 38.00
(d) Current assets, loans and advances §59.53 482.22 537.28
(¢) Accumulated loss 3164.70 3909.006 4497.61
5138.38 6010.10 6414.89
(C) Capital employed 291.11 (-)174.49 (=)479.02

*Capital employed represents net fixed assets  including capital work-in-progress ) plus working capital.

28



Working results

1990-91 1991-92 1992-93
. (Rupees in lakh)

(a) Operating revenue 0674.72 1082.76 1231.01

Operating expenditure 1295.60 1898.74 2183.18

Delicit (-)620.88 (-)815.98 (-)952.17
(b) Non-operating revenue (including subsidy) 247.17 359.31 647.86

Non-operating expenditure 179.70 287.70 284.24

Profit (+)/Deficit (-) (+) 67.47 (+)71.61 (+)363.62
(c) Total revenue 921.89 1442.07 1878.87

Total expenditure 1475.30 2186.44 240742

Net profit (+)loss (-) (-)553.41 (-)744.37 (-)S88.55
(d) Total effective Kilometres operated (in lakh) 184.06 268.31 259.03
(e) Average operaling revenue per

cifective Kilpmclrcs (in paisc) 3606.58 403.55 475.24
(() Avcrage operaling expenditure

per effective Kilometres (in paisc) 703.90 707.66 842.83
® Profit (+)/loss (-) per Kilometres (in paise) (-)337.32 (-)304.11 (-)367.59

1.7.3 The table below indicates the operational performance of the Corporation
during the three years up to 1996-97 :

1994-95 1995-96 1996-97

1. Avcrage numbcr of vehicles held 599 633 557
2. Average number of vehicles on road 243 260 239
3. Percentage of utilisation 41 41 43
4. Kilometres covered (in lakh)

(a) Gross 212.23 233.96 231.34

(b) Effcctive 208.19 229.85 226.49

(c) Dead 4.04 4.11 4.85
5 Percentage of dead kms to gross kms 1.90 1.76 2.10
6 Average kms covered per vehicle

per day 235 242 260
7. Average revenue per km (in paisc) 555 560 611
8. Avcrage expenditure per km (in paisc) 1317 1370 1225
9. Loss per km (in paise) 762 810 614
10. Total route kms 22947 24130 39428
1L Number of operating depots 11 12 14
12. Average number of breakdowns per lakh kms ]2 65 49.74
13. Average number of accidents per lakh kms 0.54 0.55 0.38
14. Passenger kms scheduled (in lakh) 8744 9654 10192
18. Passenger’kms operated (in lakh) 6606 7350 7161
16. *Occupancy-ratio (per cent) 76 76 70
1.8 West Bengal Financial Corporation

1.8.1 The paid-up capital of the Corporation was Rs 4045.00 lakh (Rs 2895.885 lakh
contributed by the State Government, Rs 1100.88 lakh contributed by the Industrial
Development Bank of India (IDBI) and Rs 48.23 lakh by others) as on 31 March 1997,
which was the same as on 31 March 1996.

The State Government had guaranteed under Section 6(1) of the State Financial
Corporation Act, 1951, the repayment of entire share capital and payment of minimum
dividend thereon at 3.5 per cent up to Rs 920 lakh and at 7.5 per cent on share capital

in excess of it.

Occupancy ratio mcans total seat kms occupied ( in lakh ) out of totul seat kms offered (in lakh) expressed in percentage.
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The State Government had also guaranteed repayment of all the loans with
interest which includes Rs 148.74 crore raised by the Corporation through Bonds.

1.8.2  The table below summarises the financial position of the Corporation for the
three years up to 1996-97:

1994-95§ o 1995-96 1996-97
(Rupeés in lakh)
A. Liabilities :
l. Paid up Capital 3995.00 4045.00 4045.00
2. Reserve Fund. other
reserves and surplus 1242.88 1389.05 1749.59
3 Borrowings :
(i) Bonds and debentures 12488.80 13548.80 14873.80
(ii) Others 7949.43 8217.30 8217.73
4. Subvention paid by State
Government on account 108.95 108.95 61495
of dividend
s. Other liabilitics and
provisions *6194 .80 **8104.04 **20283.18
Total - A 3197992 35413.14 38784.28
B. Assets @
1 Cash and bank balance 666.41 §57.39 809.36
2. Investments 2511 19.56 19.56
3. L.oans and advances 26258.47 2841297 29831.17
4. Dehentures, shares. ete,
acquired under underwriting 17.40 17.40 17.40
ugreements
5. Net fixed nsscts 2431 27.81 39.76
6. Dividend dcficit nccount 61495 789.43 1027.51
1. Other asscts 476.48 406.35 612.29
8 Accumulated loss 3896.79 5182.23 6427.20
Total - B 3197992 35413.14 38784.25.
C. Capital employed * 25400.80 26328.82 27927.86

*Includes Rs 50 lakh of share application money.
**Includes Ry 625 lakh of share application moncy.
e+ ncludes Rs 1025 lakh of share application money.

1.8.3 The working results of the Corporation for the three years up to 1996-97 are
summarised below :

19094-95 1995-96 19%6-97
(Rupees in lakh)

l. lncome :

Interest on lonns and advances 301590 3079.26 341232

Other income 80.21 96.26 85.87

Total - 1 3096.11 3175.82 3498.19
2. Expenditure :

Interest on long term loans 2484.15 -2580.65 2117.14

Other expenses 396.45 438.15 479.71

Total - 2 2880.60 3024.80 2596.85
3. Profit(+V1.0ss(-) betore tax (+)215.51 (+)150.72 (+)901.34

and provisions
4, Provision for tax - 23.50 279.87
5. Profit after tax .- 127.22 62147
6. Provision for bad md doubtful debt 1780.81 1285.44 1505.90
7. Other appropriations 86.20 60.29 360.54
8. Investment - - -
9. Amount available for dividend - - -
10. Dividend oo - -
1. Net loss (3£617) (-)1651.50 (-)1218.51 (-)1244.97
12. Total return

on Capital employed 832.65 1368.14 972.17
13. Percentage of return '

on Capital employed 3.28 5.19 3.48

: Capital employcd represents the mean of the aggregate of opening and closing balances of (i) paid up capital (ii) bonds and
debentures (iii) reserves (iv) borrowings (including refinance) and deposits
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1.8.4 Separate Audit Report on the annual statement of accounts of the Corporation
for the year 1996-97 indicated net overstatement of profit (Rs 9.01 crore) to the extent
of Rs 1.63 crore.

1.8.5 The following table indicates the position regarding the receipt and disposal of
application of loans for the three years up to 1996-97 :

1994-95 1995-96 1996-97
SI.  Particulars Number  Amount Number  Amount Number  Amount
No. (Rupees (Rupees (Rupees
in lakh) in lakh) in lakh)
1. Applications
pending at the
beginning of
the year 151 872.75 95 996.90 82 433.91

2. Applications
received during
the year 584 5531.65 620 8585.60 504 7368.66

3. Total 735 6404 40 715 9582.50 586 7802.57

4. Applications
sanctioned during

the year 454 4488 96 448 6795.39 424 0173.72
5. (a) Applications

cancelled/with-

drawn/reduction

in amount 186 918.54 185 2353.46 83 634.57

(b) Rejected - - - - —ee-

6. Applications
pending at the
close of the year 95 996.90 82 433.91 79 994 .28

7.  Loans disbursed 377 3073.52 428 4786.57 533 5066.67

8. Loans outstanding at
the close of the
year 15119 26258.47 15084 2841297 15470 29868.13

9. Amount overdue for

recovery at the
close of the ycar:

(a) Principal « 14131 3038.61 14187 2769. 13150  2487.89
tb) Interest - 9096.79 - 10891.31 -~ 11874.68
(c) Total 14131 12135.40 14187  13660.48 13150 14362.57

10.  Percentage of
default to total .
loans outstanding - 46.22 - 48.17 - 48.08

1.9 West Bengal State Warchousing Corporation

1.9.1 The paid-up capital of the Corporation including share suspense (moncy
received towards shares not yet alloted) of Rs 55.00 lakh as on 31 March 1997 was
Rs 761.40 lakh (Rs 380.70 lakh contributed by State Government and Rs 380.70 lakh

by Central Warehousing Corporation).

1.9.2 Separate Audit Reports for the years 1981-82 to 1992-93 issued by the CAG
from time to time during the period from 12 July 1985 to 30 Se¢ptember 1995 were not
placed before the Annual General Meeting of the Corporation held between 16
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September 1986 and 10 February 1994 as required under Section 31(10) of the

Warehousing Corporation Act, 1962.

1.9.3 The summarised financial position and working results of the Corporation for
the three years up to 1994-95 up to which annual accounts have been finalised by the

Corporation till September 1997 are summarised below:

Financial position 1992-93 l 1993-94 l 1994-95
( Rupees lakh )
A 1 1abilitics
1 Paid up capital 645 40 67040 706 40
2 Reserves and surpius 31896 N 613 98
3 ~ Prade dues and other current habilitics 94 63 497 76 569 56
Total - A 15v9 01 1722 91 1X89 94
[ Assets
] Giross block 880 70 1015 57 1020 13
2 Less - Depreciation 208 06 3006 23 34228
3 Net fixed assets 61264 709 34 67785
4 “Capital work-in-progress 46 I3 - 1148
S Investment 113584 129 40 15542
6 Current assets loans and advances 786 70 884 20 1045 19
Total - B 1550 01 1722 93 “18R9 94 |
[¢ Capital employed 1050 82 1095 78 1164 96
Working results
] Income
[0) Warchousing charges 39272 400 02 50077
() Other recepts 16 48 343 271
Total - | 409 20 400 85 512 48
2 I xpenditure
(1) I stablishment charges 17579 189 03 235 82 |
(n) Other expenses 187 04 168 68 199 18
33283 35771 43500
3 Prolit belore tax 7637 52 4 77 48
4 Provision for tax S09 06 0306
5 Other appropriations 428 430 530
3 Amount avilable for dividend 66 99 4748 71 62
7 Proposed dividend (pereent) 4448 (7) A~18 () 48 05(7)
[] Total return on capital employed 7637 32 14 7748
9 Percentage of total return on capital employed 7 60 4 76 665
-

1.10 West Bengal Industrial Infrastructure Development Corporation

1.10.1 The Corporation had no share capital of its own. The Corporation has obtained

long term loans from the State Government from timc to time. Outstanding balance of

loans as on 31 March 1997 was Rs 1585.29 lakh

1.10.2 The financial position and working results of the Corporation for three years
up to 1992-93 have been discussed in para 1.10.2 and 1.10 3 of the Audit Report

(Commercial) for the ycar 1995-96.

1.11  Position of discussion of Audit Reports (Commercial) by the Committee on
Public Undertakings (COPU)

During the year 1996-97, the COPU completed discussion of one review and
10 paragraphs of the Audit Reports (Commercial) for the years 1987-88 (No.4), 1988-

89 (No. 3), 1989-90, 1990-91, 1991-92 and 1992-93 respectively.

C apital employed represents net fised asscts ( including capatal work-i-progress ) plus working capital
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To accelerate the pace of Committee's deliberations on the outstanding Audit
Reports, seleclive approach of discussion of the Audit Reports from the year 1987-88
onwards was adopted. Reviews and paragraphs included in the Audit Report
(Commercial) prior to 1990-91 which had lost topical intcrest were skipped over for

discussion by the Committee.

Position of discussion of Audit Reports pending in the COPU as on 31 March

1997 is given below :
Year of Audit
Report(Commercial)

1990-91 (No.1)
1991-92 (No.2)
1992-93 (No.1)
1993-94 (No.1)
1994-95 (No.1)
1995-96 (No.1)
Total ,

Pending Discussion

Reviews Paragraphs
2 6
| s
5 6
3 12
3 10
2 9
16 48

Audit Report for the year 1995-96 was placed before the State

Legislature on 10 June 1997.
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CHAPTER-II

Name of Government company Section Pages

Greater Calcutta Gas Supply Corporation Limited 2A 37-51

West Bengal State Leather Industries Development 2B 51-67
Corporation Limited

Reviews relating to Government Companies
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2A.  GREATER CALCUTTA GAS SUPPLY CORPORATION LIMITED
HIGHLIGHTS

The Company was incorporated in December 1987 to wake over the
erstwhile Oriental Gas Company Undertaking dealing in supply of coal gas in and
around Calcutta alongwith the existing gas pipe lines of Durgapur Projects
Limited from Durgapur to Calcutta and for implementation of the new Gas
Distribution Project.

(Paragraphs 2A.1 & 2A.2)

The paid-up capital of the Company as on 31 March 1996 stood at

Rs 1045.00 lakh against which the accumulated loss was Rs 2619.34 lakh mainly

duc to abnormal distribution loss of gas, delay in completion of the Gas

Distribution Project, conscquential huge interest burden and poor development of
market.

(Paragraphs 2A.60.3, 2A.0.4, 2A.8 & 2A.13)

Due to non-completion of its own pipe line the Company had to pay
Rs 106.60 lakh upto 31 March 1997 as wheeling charges to DPL.

(Paragraph 2A.7.3)

Even after delay of four years from the revised scheduled date of
completion (March 1993), many items of Gas Distribution Project remained
incomplete and the actual expenditure stood at Rs 8631.09 Lakh against the project
cstimate of Rs 5435 lakh which was mainly due to additional interest burden (Rs
1675.90 lakh) on IDBI loan, increase in construction cost of Gasholders (Rs 261
lakh) collapsed at the time of commissioning and additional cost of Rs 50.05 lakh
incurred by the Company on repair and replacement of defective Medium
Pressure Main laid by Caleutta Metropolitan Development Aullmril;\' (CNIDA).

(Paragraph 2A.8)

Due to fajlure in commissioning of Telemetering and Telecommunication
System (TTS) in an integrated manner even after a delay of more than four years
from the scheduled date of completion (May 1992), the fund spent on this account
(Rs 108.99 Iakh) has remained locked up resulting in loss of interest of Rs 79.97
lakh upto March 1997,

(Paragraph 2A.9)

Duc to unrcalistic assesment of demand of gas by the consumers, the
Company failed (o draw guaranteed minimum quantity of gas from Dankuni
Coal Complex (DCC) which resulted in pavment of penalty of Rs 50.58 lakh.

(Paragraph 2A.11.1)

For laying a gas pipe line to be exclusively used by a consumer, the

Company incurred an additional expenditure of Rs 29.10 lakh over and above the

estimated cost of Rs S4.85 lakh. The cost could not be shifted to the consumer due
to agreement with them and preparation of estimate on an abnormally lower side.

(Paragraph 2A.12(b))
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Against the present number of 6231 domestic consumers, CMDA procured
20,000 domestic mcters valuing Rs 147.20 lakh cven before the preparation of the
original project estimate (February 1988). Since March 1986 the Company has
been able to utilise only 11800 meters upto March 1996 and the balance 8200
meters valued at Rs 60.35 lakh have been lying idle for more than ten years
against the average life span of 5 to 7 ycaRs The interest on the locked-up fund
works out to Rs 122.81 lakh upto 31 March 1997,

(Paragraph 2A.16.2)

Duc to delay in approaching the concerned authority, the Company has not

been able to avail of concessional customs duty of Rs 172.22 lakh under ‘Project
Import’. (Paragraph 2A.18.1)

2A.1 Introduction

The Greater Calcutta Gas Supply Corporation Limited (GCGSC) was
incorporated in December 1987 as a public limited company in order to take over the
erstwhile Oriental Gas Company Undecrtaking (OGCU) which was dealing in supply of
coal gas in and around Calcutta, and for implementation of new Gas Distribution
Project envisaged by the State GGovernment.

2A.2 Objects
The main objects of the Company are to :-

a) acquire and take over from the Government of West Bengal, the erstwhile
Oricntal Gas Company Undertaking and the ncw Gas Distribution project
alongwith the existing gas pipelines from Durgapur to Rajabazar, Calcutta of
the Durgapur Projects Limited (DPL),

b) store and distribute coal gas to domestic and industrial consumers thereby
reducing atmospheric pollution over Calcutta and

c) render assistance and scrvices of all kind of buying, selling and dealing in coal

gas.

2A.3 Activitics

The Company purchases coal gas from the Dankuni Coal Complex (DCC) of
Coal India Limited and distributes it to various domestic. and industrial consumers in
and around Calcutta and Howrah. Besides, it took over the responsibility of execution
of left-over job of Gas Distribution Project from Calcutta Metropolitan Development
Authority (CMDA) in June 1992.

2A.4 Organisational set-up

The management of the Company is vested in a Board of Dircctors consisting of
eleven Directors, inchiding two nominces of Financial Institutions as on 31.03.1997.
The Managing Director who is the Chief Executive of the Company , is assisted by the
General Manager, Secretary, Distribution and Service Manager and a Chicf Accounts
Officer.

38



2A.5 Scope of Audit

The workings of the Company have been taken up for review for the first time
covering the entire activities of the Company since its incorporation with special
empbhasis on the last five years upto 31 March 1997. The salient features observed in
audit are discussed in the succeeding paragraphs.

2A.6 Capital structurc and sourcces of fund

2A.6.1 Share capital

The Company was originally incorporated with an authorised share capital of
Rs 1700 lakh (170000 Equity shares of Rs 1000 each) which was gradually increcased to

Rs 2500 lakh (250000 Equity Shares). As on 31 March 1996 the entire paid up capital
of Rs 1045 lakh (including share advance of Rs 100 lakh) was fully held by the
Government of West Bengal.

2A.6.2 Borrowings

The Company had obtained loans from the Financial Institutions
(Rs 3596.65 lakh) and State Government (Rs 2634.50 lakh) for implementation of the
Gas Distribution Project. As on 31 March 1996, thc total outstanding amount of
principal and interest stood at Rs 5954.45 lakh and Rs 2262.11 lakh including overdue
amount of Rs 1455 lakh and Rs 2049.38 lakh respectively.

2A.6.3 Financial position

A table indicating liabilitics and assets [ The accumulated loss was Rs 26.19
for the last five years ending 1995-96 is given crore against paid-up capital of
below : Rs 10.45 c¢rore

.
Liabilitics 1991-92 1992-93 1993-94 1994.95 1995-96
( Rupees in lakh )

a) Paid-up Capital (including share advancc) 445.00 445.00 645.00 945 00 1045.00
b} Borrowings o 2822 00 4002.20 4829 95§ §52245 5954 45
¢) Trade dues and Current liabihities (including 559.66 1009.96 1569.07 2163.10 318969
provision)

3R26.66 5457.16 7044.02 8630.55 10189 14
d)lixed Asscts
i) Gross block 152 06 152.72 155.94 160 10 163.50
i)Less depreciation ' 1492 244 3036 37.90 45 61
iii)Net block 137.14 130 28 125.58 122 11 11789
e) Capital work-in-progress 2112 169 09 387.70 896.30 1238.70
f)Current assets. loans and advances 2478 97 3130 59 351293 3393 49 3290 67
g) Intangible assets
i) Incidental expenscs during construction 494 51 944.66 1520 84 2162.21 2917.56
(pending allocation)
ii)Miscellaneous expenditurc (to the extent not 492 5.31 54 595 498
written off or adjusted)
iii)Accumulated loss 690.00 1077.23 1491.53 2050 49 2619.34

3826 66 5457 16 7044.02 8630.55 10189.14
Cupital employed * 2077.57 2420.00 2457.14 2248 R0 1457.57
Net worth ™ (-)744 43 1582.20 (-)2372 81 (-)3273 65 (-)4496 88

[ ]
Capital employe represents net Fixed Asscts plus Working Capital and Capital work-in-progress
* .
Net worth represeats Paid-up Capital plus uncommitted Reserves and Surplus less Intangible Asscets
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It would be seen from the above table that as on 31 March 1996, the debt-equity
ratio stood at 5.7 : 1 against the projected ratio of 2 : 1. This higher ratio resulted in
greater interest burden which rendered the project unviable and the Company  had
already fallen into debt-trap (Refer para 2A.8 infra).

The accumulated loss increased rom Rs 690 lakh as on 31.03.1992 (o
Rs 2619.34 lakh as on 31 March 1996 against the paid up capital of Rs 1045 lakh.

2A.6.4 Working results

T'he working results of the Company  ["Fhere was negative contribution in
for the last five years ending 1995-96 are all the five years upto 1995-96

given below:

Particulars 14991-92 1992-93 199394 §09.4-95 [995-06
( Rupees in lakh )
A) Income
i) Sales less Sales tx 85,77 128.07 166 .46 21796 260.98
i) Other income plus adjustment 2093 3745 7142 « SO.83 47 06
Total 106.70 165,52 23788 20881 308.04
B) Varinble expenses
i) Purchase of gas 161.40 189.33 21572 261.92 271.32
ii) Wheeling charge - 15.00 15.60 .60 31.80
iii) Power .04 J.88 7.84 .88 13.39
iv) Stores materials 27.28 19.30 11.96 17.71 15.01
Totnl 193,72 227.51 251 12 32911 33212
C) Contribution (-)87.02 (-)61.99 (-)13.24 (-)00.30 (-)24.0K
D) Fixed expenses
i) Employees’ remuneration 194 .38 208.03 256.49 20388 29192
and benetit
i) Other expenses 17.29 2045 34.60 41.22 49,47
including prior period
Total 21167 238.08 291.09 3500 RETIR )
E) Loss before depreciation 208.09 300.07 30433 395.40 365.47
mnd interest
I) Interest 56.22 79.88 102.48 156.32 106.16
(i) Depreciation 720 7.27 749 724 723
) Total Loss 302,11 R7.20 414.30 S5R06- 508.86

It would be seen from the table above that contribution per year {or distribution

of gas had not reached even the break-even level during all the years upto 1995-96. The
total loss increased steadily from Rs 362.11 lakh in 1991-92 10 Rs 568.86 lakh in 1995-
96. The Management has adopted a policy not to capitalise the assets till completion of
the Gas Distribution Project as a whole inspite of the fact that majority of the assets
(Rs 6072.91 lakh) arc being utilised in regular gas distribution system. The loss would
have been much more had those assets been capitalised and depreciation and interest
charged to the revenue account.

The increase in loss were mainly due to following factors:

i) increase of employces’ remuneration/cost and other benefits (Refer para 2A.6.4
supra).
ii) failurc to complete the Gas Distribution Project for uninterrupted supply of gas

and cost overrun resulting in interest burden (Refer para 2A.8 infra);

iii) poor development of the market/consumers (Refer para 2A.10 infi'a); and

iv) abnormal loss of gas (42 per cent ) in the distribution system as against normal
distribution loss of 10 per cent (Reter para 2A.13 infra), '
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2A.7 Taking over of assets
2A.7.1 OGCU asscets

In terms of Government Resolution on 09.03.1990 and Gazette Notification
(12.03.1990), the centire business of the erstwhile OGCU was taken over by the
Company at a total value of Rs 237.33 lakh and all the assets stood transterred to the
Company with effeet from 02.04.1990. The Company was required to maintained
scparate account in respect of all payments. receipts on account of supplies made and
services rendered by OGCU prior to 2 April 1990 in order to facilitate the valuation of
assets to be shown as transferred to the Company. However. the Company  did not
maintain separate records lor adjustment due to which the final valuation of assets has
not been completed so far (September 1997).

2A.7.2 Disposal of OGCU serap

The Government of West Bengal assigned (April 1989) the Company for
operation of agreement with Metal Scrap Trade Corporation Ltd.. Caleutta with regard
to disposal of all scraps. sccondary arisings, surplus stores cte. of erstwhile OGCU. The
Company has sold scrap worth Rs 192,51 lakh and earned interest of Rs 112,15 lakh
till 31.03.1996. In the absence of any specific order from the Government regarding
retention and investment of fund out of scrap disposal. the Company has retained and
invested the surplus fund on short-term deposit. It had been temporarily withdrawing
money {rom the said scrap disposal fund and the amount so withdrawn (18 times)
ranged between Rs 2 lakh and Rs 50 lakh over the last five years ending 31 March
1996.

The Management stated (March 1997) that the scraps identified and sold from
time to time became the property of the Company . The contention of the Management
is not tenable in view of the fact that pending final decision regarding valuation of
assets the money should have been shown as retained on behalf of the State
Government.

2A.7.3 Durgapur Projects Limited (DPL) asscets

The Company started drawing Dankuni Coal Gas from May 1990 through the

existing DPL line via Bally Pressure Reducing
. i ) l‘ - N ’ > > b i (¢ ] . . al

?ta'tlon (1 RS). For -Laulcr operation  ar d pipeline, the Company had to
mamtcnancg of gas main (lmc‘) and to pxoyuic. incur an avoidable expenditure of
stable supply to Calcutta, the (ompnn)f dcc!.dcd Rs 1.07 crore as wheeling charges
in August 1991 to take over DPL line from

Duc to non-complction of its own

Dankuni to Rajabazar including Bally P.R.S.

The assets were valued (June 1995) at Rs 491.43 lakh by DPL which was not agreed 10
by the Company as it was much higher than its own asscssment of Rs 105.67 lakh.
Ultimately, in a tripartitc meeting between DPL. the Company and the Government of’
West Bengal in April 1996, it was decided to appoint a Government approved valuer to
re-assess the valuation of asscets which has not been completed till date (September
1997).
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In the meanwhile, for using DPL line, the Company agreed in December 1994
to pay wheeling charges at the rate of Rs 1.30 lakh per month from June 1990 and
repairing cost of Rs 35 lakh for the gas line below Vivekananda Bridge. Till 31 March
1997, the Company has incurred a liability of Rs 141.60 lakh (Rs 106.60 lakh for
wheeling charges and Rs 35 lakh for repairing of gas line).

The Company had undertaken a project to build its own pipeline for
transportation of gas. Since this line was not complete, the Company was forced to
utilise the existing DPL lines resulting in avoidable payment of Rs 106.60 lakh as
wheeling charges to DPL.

2A.8 Gas distribution project

In order to achieve optimum utilisation of 30 Million Cubic Feet of gas per day
(MCFD) to be produced at DCC (20 MCFD) and at DPL (10 MCFD), the Government
of West Bengal engaged CMDA in 1983, as an implementing agency. to initiate a
scheme for laying out new pipeline for Gas Distribution Network Systcm (GDNS) and
revitalising the existing pipelines of the erstwhile OGCU.

CMDA prepared a project estimate in February 1988 in consultation with the
State Government envisaging a total cost of Rs 5435 lakh (Rs 1800 lakh as equity from

the Government of West Bengal and Rs 3635 lakh from IDBI ctc. as term-loan) which
was revised to Rs 7185 lakh in December 1990.

The increase of Rs 1750 lakh (Rs 7185 lakh - Rs 5435 lakh) was mainly due to
additional/new scope of work (Rs 1272.94 lakh), underestimation in the original project
estimate (Rs 363.18 lakh) and cost overrun (Rs 561.38 lakh) due to delay in
implementation of the Project etc. even after decrease in /omission of a few project
items (Rs 1039 lakh).

According to the original schedule, CMDA was to complete the project by
March 1991.Even after delay of four ycars from the revised scheduled date of
completion (March 1993) many items of work of the project remained incomplete (upto
September 1997) and the actual expenditure stood at Rs 8631.69 lakh against the
revised project cstimate of Rs 7185 lakh.

The Company took over (June 1992) the incomplete project from CMDA
excluding Gasholder item of work, without.any assesment of value of work done by the
CMDA. Valuation of work done by the CMDA was to be got done by the State
Government, but the same was still awaited (Septcmber 1997).

The main reasons for increase in cost were :

- Additional liability of Rs 1675.90 lakh on account of interest on IDBI loan
resulting from payment of commitment charges, increase in rate of interest due
to delay in completion of formalitics with regard to drawal of loan etc.

- Substantial increase (Rs 261 lakh) in construction cost of Gasholders at
Rajabazar which had collapsed at the time of commissioning.

- Additional cost of Rs 50.05 lakh incurred by the Company on rchabilitation of
defective Medium Pressure Main laid by CMDA.
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Extra expenditure of Rs 18.59 lakh (Rs 10.51 lakh for using pipe coating
material unsuitable to the site condition and Rs 8.08 lakh for deficiency in
placement of work orders) incurred on laying of High Pressure Gas Main.

After taking over of the assets, several defects in the gas main were detected by
the Company as stated below :

a) Several leakages due to defective wrapping and coating along the 17 Km ERW
main along Kona-Beneras Road NH2 section.

b) 19135 metres of gas main had no gas flow and the Company had already
incurred an additional expenditure of Rs 6.81 lakh during December 1993 to
May 1994 for continuity testing, rctesting, cleaning ctc. for 8698 metres of
industrial main.

The Management in their reply (May 1997) stated that the gas main in question
was laid by CMDA almost unilaterally and the expenditure incurred for retesting etc.
was necessary as it had been lying uncharged for ycars together. It was also stated that
of the balance gas main having no gas flow (10,437.31 metres), 2993.44 mctres were
lying defunct in absence of any development of consumers in the area and gas flow in
7443.87 mectres laid during 1984 to 1990 had to be discontinued for Metro Railway
Project. The contention of the Management is not tcnable in view of the fact that the
gas main should have been laid after considering the layout/development plan of Metro
Railway Project which was formulated in sixties well before the laying of the gas main.

Although an amount of Rs 54.90 lakh was paid to CMDA for acquiring the
assets already created the Company could not derive any benefit out of it as on date
(September 1997).

2A.9 Telemetering and Telecommunication System (TTS)

For quick Radio Communication between High Pressure Gas Main and Pressure
Reducing Stations (PRS) and to identify the exact area and reason for huge distribution
loss through transmission of processed data, the Company envisaged in December 1990
to instal Telemetering and Telecommunication System in an integrated manner.

After evaluation of technical and price bids, a Letter of Intent (L.O.I) was issued
in Juty 1991 to WEBFIL Ltd, Calcutta at a firm price of Rs 120.71 lakh with the
scheduled date of completion by May 1992. According to the agreement (March 1992)
with the contractor, the Company was empowered to get the balance work done at the
‘risk and cost’ of the contractor in case of delay in execution/commissioning of the
system.

Till September 1997, the contractor could not sct up data communication link
between all the PRSs and standardjsation of the telemetering circuit and other jobs. The
Company has so far (September 1997) paid Rs 108.99 lakh to the contractor on account
of this project which is yet to be completed.

Inspite of dismal performance of the contractor and abnormal delay in

commissioning of the system, the Company did
not cnforce the ‘risk and cost’ clause of the
agreement  although  such  action  was

Due to failure in commissioning
of TTS the fund of Rs 1.09

crore remained locked up
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contemplated as back as October 1994, Thus. the whole expenditure of Rs 108.99 lakh
resulted in locking up of the fund spent during August 1991 to March 1997, The
interest on the locked up fund at IDBI interest rate of 18.5 per cent per anmum works
out to Rs 79.97 lakh upto 1996-97.

2A.10 Development of market

The gas distribution project envisaged to distribute 30 MCFD of gas at the end
of the project period in 1992-93. The target vis-a-vis actual marketing of gas for the last
5 years ending 1995-96 is given below :

1991-92 1992-93 1993-94 1994-95 [995-960
l. Sales forecast(MCID) 2.00 7.00 4.875 7.375 10.10
2. Actual Sales(MCED) 045 0.0l 0.71 0.90 111
3. Percentage of achievement 225 §.71 14.50 12.20 10.99

The table above would indicate that the actual performance in every year (23
per cent to 11 per cent ) had consistently fallen short of the sales forecast.

The main bottlenceks in achieving the target were as follows :-

a) Reluctance  of  industrial  customers  for capital  investment  required  for
conversion 1o coal gas;

b) Non-availability of  proper  conversion  technology in the  respective
industry/process:

c) Interruption in gas supply and low quality of gas:

d) Availability of coal at cheaper rate in the arca targeted for marketing of gas.

Although the Management was well aware of all these constraints since
Scptember 1990 and conscquential low achievement of target, inflated sales budgets
were prepared year after vear thercby projecting a rosy picture about the potential
demand of gas.

Lven after five vears of its incorporation as a Company. the Management could
not develop an effective marketing information system in order to assess both its own
performance and to maximise the market potential and no facilities did exist regarding
after sales service.

2A.11 Purchase of gas

The whole gas distribution project was conceived with the aim of distributing
30 MCFD of gas in and around Calcutta to be purchased from DCC (20 MCFD) and
DPL (10 MCED). However, with the coming up of DCC in May 1990, the Company
stopped taking gas from DPL except in case of failure of gas supply from DCC. The
supply from DPL was completely stopped in June 1992 as the Company  did not agree
to pay higher price ol gas demanded by DPLL.



2A.11.1Penalty for low off-take of gas

The Company entered into an agreement in May 1990, with DCC for a period
of one year (Promotional period) with a firm off-take schedule for 6 months i.e., upto
November 1990 and tentative off-take schedule for another six months i.e., upto May
1991. According to the schedule, the gas off-take per day was to incrcase from 1.5
MCEFD in the first month to 4 MCFD in sixth month and thereafter to 10 MCFID at the
twelfth month (May 1991) at the ratc of Rs 8.50/therm
The Company had to pay fexcluding sales tax subject to review of rate after 6
penalty of Rs 0.51 crore  §months from the commencement of supply. During the
for shortfall in drawal of |first five months of gas supply (May 1990 to September

minimum guarantced 1990), the off-take of gas was only 0.5 MCFD against
quantity of gas the stipulated quantity of 1.5 MCFD and the Company

“had to pay penalty of Rs 50.58 lakh to DCC for shortfall
of gas off-take. Due to constant low off-take of gas from October 1990 to March 1991,
DCC imposed pcnalty of Rs 206.36 lakh for this period. This indicated that the estimate
of off-take of gas by the consumers was not realistic. In the absence of any realistic
basis for assessment of demand from the consumcrs, the Company should not have
entered into agreement with DCC for the minimum off-take. The whole production of
coal gas from DCC was meant for distribution to the Company’s consumers in and
around Calcutta and due to low off-take of gas, DCC had to flarc gas during off-peak
hours from 1990-91 to 1994-95 valued at Rs 190.90 lakh. Details for the period from

1995-96 onwards were not made available.

Besides, for delayed payment of gas bills to DCC, the Company had to pay
interest of Rs 10.38 lakh during 1990-91 and 1991-92 and provided Rs 35.39 lakh as
contingent liability upto March 1992 on this account.

2A.12 Agreement with new consumers

For the last five years ending 1995-96, the Company has been able to make the
following new agreements for supply of gas :

Estmated demand upto the end ot

Category of
consumer 1992-93 1993-94 1994-95 1995-96 1996-97

No MCFD No. MCFD No MCI'D No MCID No MCI-D
Industrial/ 70 03425 109 0 86062 147 15613 207 29817 2060 43214
Commercial
Domestic 755 0.0393 94% 00493 1788 0 0963 2262 01572 NA NA

0.3818 09155 1 6576 31389

It would be seen from the table above that against the projected supply of
30 MCFD of gas as a whole, the Company has been able to cxecute new agreements for
drawal of 3.14 MCFD of gas upto the end of 1995-96 and could actually sell 1.11
MCFD of gas during the corresponding period.

An analysis of a few agreements entered into during April 1991 to Junc 1995 by
the Company with different Industrial consumers revealed the following deficiencies :

a) Although the requirement of gas by the consumers was mentioned, no provision
for minimum guarantced consumption/month was incorporated in the
agreement,
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b) No penal clause was incorporated in the agreement for drawing of gas less than
the agreed quantity except forfeiture of security deposit.

A test check of agreements with four new industrial consumers revealed that
against the agreed drawal of 251977 therms gas/month the parties drew on an average

62542 therm gas/month representing only 24.82 per cent of the estimated requirement.

The shortfall of revenue per year for non-drawing gas at the agreed demand

level as per agreecment works out to Rs 261.42
lakh for the aforesaid four consumers only.
Despite this huge shortfall in drawing of gas,
the security deposit aggregating Rs 12.27 lakh
held by the Company have not been forfeited.

Non drawal of gas by the
consumers at the agreed demand
level resulted in shortfall of
revenue of Rs 2.61 crore

Due to lacunae in the agrecements with new consumers, the Company could not
penalise them for short drawing, although the Company had to pay penalty to DCC for
the same.

The Management in their reply (May 1997) stated that as the (fompany could
not ensure guarantced supply of gas uninterruptedly to its consumers, enforcing
commitment for guarantecd consumption from the consumers was a non-saleable
proposition. The contention of the Management is not tenable in view of the fact that it
could have enforced penal clauses etc. in the agreement.

a) Central Glass and Ceramic Research Institute (CGCRI)

In August 1993, the Company entered into a fresh agreement with CGCRI, an
earlier OGCU customer, for supply of 0.15 mcft/day gas (approx) at 6” water column
pressure. For this purpose, the Company replaced a stretch of 1 Km industrial main,
completely renovated 8 Kms gas main, waived various charges and provided free
services (cleaning/fixing of internal gas pipe line, fixing of valves etc.) to the. consumer
including trial runs on several occasions involving avoidable expenditure of Rs 19.01

lakh.

However, even after incurring such huge expenditure, the Company failed to
supply gas at the required pressure and ultimately had to disconnect the line in
November 1996 as the consumer refused to pay gas bills.

b) Vesuvious India Limited, Calcutta

The Company entered into an agrcement in January 1993 with Vesuvious,
Calcutta for supply of coal gas through a pipcline to be exclusively used by the
consumer. [For this purpose, thc Company
Due to preparation of wrong submitted (November 1993) a total estimate of

estimates the Company Rs 54.85 lakh including laying of C.I. Main
suffered a loss of Rs 0.29 crore | (Rs 10 lakh) and ERW Main (Rs 10.70 lakh).
The Company did not maintain any proper
account of the actual cost of work executed and on verification of records, it was
observed that Rs 19.27 lakh and Rs 30.53 lakh were actually spent for laying of C.I.
Main and ERW Main respectively. This excess cost over the estimate could not be
recovered from the consumer due to firm agreement. Thus, due to preparation of
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estimate on an abnormally lower side, the Company suffered a loss of Rs 29.10 lakh
for the work of laying gas main alone.

2A.13 Marketing of coal gas

The table below indicates the quantity of gas purchased, sold and distribution
losses occurred during the last five years ending 1995-96:-

Yecar Purchase of Gas Sales of g Loss
3 \cludm% Sales Fav)
1 akh therms Lakh Lakh therms Lakh Lakh Lakh per cent
Rs Ry thorms Rs. Loss
1991-92 1879 161 41 740 8577 139 132 02 62
1092-03 2202 189 313 1004 128 07 1198 152 82 4
1993-94 2909 21572 1108 160 46 1341 19112 83
1994-95 3064 2061 92 14 76 21796 15 88 234 50 52
1995-96 il 14 271 32 18 21 200 98 1293 185 31 42
6539 808 77

It would be seen from the table above that distribution losses of gas ranged
between 42 and 62 per cent during these yeaRs Although these losses were decreasing
year after year but still the losses were far in excess of prescribed norm of 10 per cent
which resulted in distribution loss of Rs 810.96 lukh over and above the prescribed
norm. The reasons for such huge losscs in distribution were attributed by the
Management to (a) presence of ghost connections
without card, (b) defective/non-registering meters and
(c) wilful damage, bye-pass connection ctc. n the
industrial and commercial sector thereby making the
meters non-registering.

Huge distribution loss of
eas over and above the
presceribed norm valued at
Rs 8.11 crore

2A.14 Policy on tarift of gas

While approving the project estimate, IDBI insisted on an average sale price of
Rs 15 per therm of Dankuni Coal Gas based on fixed purchase pricc of Rs 8.50 per
therm for maintaining the viability of the project Considering the anticipated
difficulties in marketing, the Company initially introduced in April 1989, a dual pricing
system with Rs 10 per therm for domestic and Rs 14 per therm for the industrial and
commercial consumers respectively. The price was based on a demand profile of 90 per
cent and 10 per cent of gas to be consumed by the industrial/commercial consumers
and domestic consumers respectively to make the project viable. The actual sales-mix
of industrial/commercial and domestic consumecrs for the ycars 1994-95 and 1995-96
were 58:42 and 64:36 respectively. In order to make the gas price competitive with that
of the conventional fuel (oil. coal etc.) to the industrial and commercial consumers, the
Company reduced in December 1990 price of gas to Rs 12.67 per therm for the
industrial consumers as a promotional measure. However, this attempt could not yield
the desired result. For overcoming the situation, the Company ultimately introduced
(April 1993) promotional selling price of gas based on different stages/slabs of
consumption varying from Rs 11.50 per therm to Rs 18 per therm for consumption of
upto 20001 therm and above. Against the maximum sale price of Rs 18 per therm, the
variable expenses and total expenses of gas was Rs 18.24 and Rs48.15 per therm
respectively as on 31 March 1996.
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However, a test check of agreements with new industrial/commercial customers
entered into during April 1993 to December 1996 revealed that the Company exccuted
contract for supplying of gas at a fixed price structure upto the ycar 2000. As a result,
the purpose of adopting slab rate of tariff by the Company has altogcther been
frustrated. Moreover, the tariff policy adopted by the Company for sales promotion
would again incrcase the loss due to reduction of sale price at higher stage of
consumption and fixed price during the contractual period.

2A.15 Credit control

The following table indicates the volume of book debts and sales during the last
five years upto 1995-96 :

Book debts
Yecar Caonsidered Considered Total Sales Percentage of debts Percentage of debt considered
zood doubtiul 1o sales doubtiul 1o total debis
( Rupees in lakh )
1991-92 39.36 121.13 160.49 93.43 171.78 75.48
1992-93 -~ 34.65 125.14 159.79 139.70 114.38 78.32
1993-94 36.29 126.55 162.84 180.76 90.09 * 77.71
1994-95 35.50 125.55 161.11 241.55 06.70 77.93
1995-96 42.60 131.69 174.29 28745 00.63 75.56

Book debts at the end of 1995-96 represented 7.28 months” sales during the year

and Rs 131.69 lakh had been lying outstanding for more than three years out of the total
dues of Rs 174.29 lakh (76 per cent ) as on 31 March 1996. It was seen in Audit that

the Company has not becen maintaining the proper records of outstanding debts. No
age-wise analysis of old outstanding debtors was made. In the absence of proper
records, realisation of old outstanding debts was not being pursued vigorously. Besides,
no records of outstanding debts relating to the period of predeccssor Company OGCU
were received by the Company in the absence of which the Company could not take
action for recovery of those long outstanding dues.

2A.16 Purchase procedure and inventory control

The Company has neither prepared a Purchase and Store Manual nor laid down
a well-defined procedure for the same and no detailed material budget is prepared
except a broad-based yearly capital and rcvenue expenditure budget. Purchases in
excess of Rs 500 in each case, are recommended by a standing/permanent Tender
Committee comprising General Manager, Distribution and Scrvice Manager, Joint
Commercial Manager and Internal Audit Officer and require approval of the Managing
Director.

An analysis of purchase orders issued for Operations Department revcaled that

all the purchase orders numberiné 137 (Rs 28.54 lakh), 138 (Rs 28.65 lakh) and 174
(Rs 19.33 lakh) during 1993-94, 1994-95 and 1995-96 were issued either on limited
tender or on single tender basis.

2A.16.1 Inventory control

The receipt, issue and storage of materials are controlled through one Central
and two Zonal Stores (Central and South Zone). However, the Company had not fixed
any norms regarding minimum and re-ordering level of inventory.
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It was seen in Audit that in the absence of inventory control system, there had
been spiralling incrcase in stock

holding ranging between 32.50 and EExcess stock holding (33 to 88 months’
87.96 months’ consumption during consumption) resulted in loss of interest
1991-92 to 1995-96 and consequential ranging between Rs 0.47 crore and 1.24
loss of interest on excess holding crore

ranging between Rs46.66 lakh and

Rs 124.12 lakh over the years as detailed below.

Year Opening Purchase lssue/ Closing Stock-holding in terms Loss ol interest for
Balance consumption Balance of months consumption | excess holding (at 18.5
per cenl pa)
( Rupees n lakh )

1991-92 6340 29.82 2116 73006 4143 46.66
1992-93 7300 24 28 20.25 7109 32.50 7791

1993-94 T 28.54 1196 87 07 87.90 LIK 88
1994-95 87.67 28 68 1771 08.62 60 X2 101 39
1995-96 9% 62 19 33 1561 102 34 78 67 124 12

2A.16.2Procurcment in excess of requirement

CMDA procured 20000 domestic meters at a total cost of Rs 147.20 lakh cven
before the preparation of the original Project Estimate (February 1988). The whole
stock of meters was already available as of March
1987 and the Company could only utilise 11800

8200 Mecters valued at Rs 0.60
crore have been kept lying

1 A sare ondi 0)05.C . .
meters during thc.l'asl.lm years ending 19 ?3 ')() idle for the last eleven years
(average ycarly utilisation of’ 1180 mecters) for its with consequential loss of
6231 domestic consumers covered under billing as interest of Rs 1.23 crore

on 31 03.1996. The balance 8200 meters valued at
Rs 60.35 lakh have been lying idle for the last
eleven years against the average life-span of five to seven years thereby exposing to the
risk of deterioration of its quality. Even on a conservative estimate, considering simple
interest at 18.5 per cent p.a. payable on loan received from IDBILL the imterest on the
locked up fund for cleven years (Rs 60.35 lakh) upto 1996-97 works out to Rs 122.81
lakh.

2A.17 Manpower

In the backdrop of the on-going Gas Distribution Project, the Government of
West Bengal directed (January 1991) the National Productivity Council, Calcutta
(NPC) 10 conduct a detailed study on the existing manpower pattern of the Company
vis-a-vis total work load as existed and likely to be developed in future.

At the end of 1995-96, the actual strength of manpower vis-a-vis manpower
recommended by NPC for initial operation/production level of 6 MCEFD of gas is given
below :

Category of personnel Actual strength Recommended strength by Fxcess (+)/ shortage(-) over NPC's
NPC recommendation
(No) (Nv) (No)
Non-technical worker 216 192 (4)24
Technical stall/worker 438 59 (-)101
Techmcal/Non-technical otticer 46 s 1e)8
700 782 (-I82
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The table above indicates wide imbalance between the technical and non-
technical staff/worker. At the end ot 1995-96, there was twenty four (216-192) excess
non-technical staff over and above the recommended strength of NPC as against the
shortages (458-539) of one hundred and one technical staff.

Against the total number of 782 personnel at operational level of 6 MCIFD of
gas recommended by NPC there was an apparent shortage of 82 personnel -at the end of
1995-96 when the actual sale of gas by the Company did not even reach the level of 3

MCEFD.

In order to provide an efficient and effective supervision of the various
functions and to make the organisation viable in the long run, the Management decided
in November 1996 to bring down the ratio between officer and staff plus workmen to
1:12 which has not been implemented so far (September 1997).

2A.18 Other points of interest
2A.18.1Non-availing of concessional customs duty on imported ¢quipment

The Company required to import 21 items of equipment and machineries worth
Rs 198.11 lakh for its Gas Distribution
Failure of the Company in timely Project and CMDA, the implementing
claim of exemption of customs duty agency, started procurement of equipment
resulted in loss of Rs 1.72 crore since December 1989. However, CMDA
neither approached the Central
Government/competent authority to avail of the concessional customs duty under
‘Project Import’ nor paid the duty ‘under protest’. The Company approached to the
Central Government only in August 1992 for exemption of Customs duty of Rs 172.22
lakh on the equipment worth Rs 148.94 lakh imported between July 1991 and February
1994. The Customs authority disallowed (January 1996) the refund application on the
ground that the application was barred by limitation since it was made aftcr one year
from the date of payment of customs duty. The Company appcaled against the order of
the Commissioner (Appeal) in June 1996 to the Customs, Central Excisc and Gold
(Central) Appellate Tribunal, Delhi. Till date (September 1997) the case is pending
with the Appellate Authority. Thus, due to abnormal delay by more than three years in
approaching the Central Government for concessional customs duty, the Company had
to sustain a loss of Rs 172.22 lakh which could have been availed of by the Company
if timely action was taken.

2A.19 Conclusion

The Company was launched in December 1987 with a view to operating
integrated gas distribution systcm for the domestic and industrial consumers and to
reduce atmospheric pollution over Calcutta. It could not achieve these objectives due
to:

- abnormal delay and consequential cost over-run in the construction of the gas
distribution project;

- huge interest burden;

- abnormal distribution loss;
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poor development of market and

unremuncrative pricing policy and inability to attract the reluctant consumeRs

Remedial steps need to be taken to improve the performance of the Company
on these counts to make it a viable concern.

These matters were reported to the Government in June 1997; reply had not
been received (October 1997).

2B.WEST BENGAL STATE LEATHER INDUSTRIES DEVELOPMENT
CORPORATION LIMITED

HIGHLIGHTS

The Company was incorporated in March 1976 with the main ohject of
developing leather and allied industries in the State by providing technical and
financial assistance to the tanners and leather goods manufacturceRs

(Paragraph 2B.1)

The Company had been incurring losses since inception due to under-
utilisation of production capacity arising out of lack of orders, payment of idle
wages and huge interest burden. The accumulated loss up to 31 March 1997 was
Rs 650.63 lakh against the paid-up capital of Rs 263.23 lakh.

(Paragraphs 2B.7.1 and 2B.7.2)

Under-utilisation of capacity resulted in payment of idle wages of Rs 272.34
lakh during the five years up to 1996-97.

(Paragraph 2B.8.1)

Due to poor quality of leather goods, delay in exceution of orders and delay
in payment to the supplying artisans, sales to Government offices had declined
from Rs 152.63 lakh in 1992-93 to Rs 22.68 lakh in 1996-97.

(Paragraph 2B.9.1)

Machines valued at Rs 48.95 lakh remained idle for lack of spares which
were found missing after being received resulting in locking up of funds and
conscquential loss of interest of Rs 27.90 lakh.

(Paragraph 213.14)

Stocks valued at Rs 14.81 lakh issued for cexhibitions/fairs remained
unaccounted for and sale proceeds of Rs 4.67 lakh had not been deposited by the
agents,

(Paragraph 2B.15)

The Company spent Rs 11.77 lakh from cash eredit account for interior
decoration of showrooms of agents in violation of financial rules.
(Paragraph 2B.16)
Footwear being perishable within three years and design and style thercof
are subject to rapid change, abscence of periodical survey resulted in accumulation
of non-moving stock of Rs 18.29 lakh.
(Paragraph 2B.17)
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2B.1 Introduction

The West Bengal State Leather Industries Development Corporation  Limited
was incorporated in March 1976 with a view to developing leather and allicd industries
in the State by providing technical and financial assistance to the tanners and leather
goods manufactureRs

2B.2 Objectives

The main objectives of the Company arc :

- to develop leather and allied industries in the State;

- to establish new units, central raw hide markets, leather goods finishing centres,
Research-cum-Development Centres for Icather and leather goods;

- to buy, sell, import, export all items of goods required by leather and allied
industries; and

- to aid, counsel, assist, finance, protcct and promote the interests of lcather
industries in the State to enable them to develop and improve their methods of

manufacture, management, marketing and their techniques of production.
2B.3 Activities

The Company is presently engaged in running a Common Facility Centre (CFC)
for finishing leather, rendering marketing facilitics to small scalc manufacturcrs of
footwear and leather goods, training-cum-servicing Centres and also marketing
Company’s own products and trading in footwear and leather goods.

2B.4 Scope of audit

The working of the Company was last reviewed and incorporated in the Report
of the Comptroller and Auditor General of India for the year 1981-82 (Commcrcial).
On scrutiny of the Audit Report the Commitiece on Public Undertakings (COPU)
presented its reccommendations before the Statc Legislature in April 1995,

The salicnt features of the recommendations are as under:

- to constitute a Committee consisting of renowned tanners to sort out the
difficultics faced by CFC;

- to appoint a marketing executive for visiting the tanneries to offer the facility
available at CFC;

- to execute the orders given by the tanneries in time;

- to sct-up Leather Complex in rural arcas and to involve panchayats and
municipalities in this regard; and

- to set-up a Central marketing division equipped with professionals to ensure
marketing of products produced by the artisans.

The Company, however, did not take any action on the above recommendations
of COPU so far (March 1997). »

The results of further review covering the period from 1992-93 to 1996-97
conducted during October 1996 to January 1997 are set forth in the succeeding

paragraphs.
2B.S Organisational sct-up

The management of the Company is vested in a Board of Directors headed by
Chairman. Articles of Association of the Company has fixed the minimum number of
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Directors as two, however, no maximum number has been prescribed. As on 31 March
1997, the Board consisted of four Dircctors, all of whom were nominated by the State
Government. The Managing Director being the Chief Lixccutive of the Company is
assisted by the General Manager and Iinancial Controller. The posts of Chairman of’
the Board and General Manager of the Company were lying vacant since QOctober 1996
and September 1993 respectively.

2B.6 Capital structurc and Borrowings
2B.6.1 Capital structure

The Company was incorporated with an authorised share capital of Rs 2 crore
in March 1976 which was subsequently increased to Rs 5 crore in June 1989 against
which paid-up capital stood at Rs 2.63 crore as on 31 March 1997, wholly subscribed
by the State Government.

2B.6.2 Borrowings

The Company obtained up to 31 March 1997, unsccured loans aggregating
Rs 1.65 crore from the State Government to meet its working capital requircment at
rates of interest varying between 8 and 14.75 per cent  per annum. The outstanding
loan including interest as on 31 March 1997 amounted to Rs 2.25 crore (Principal :
Rs 1.65 crore and interest : Rs 0.60 crore) of which Rs 0.55 crore and Rs 0.60 crore
were overduc for payment towards principal and interest respectively.

2B.6.3 Cash credit arrangement

The Company had a cash credit arrangement with the West Bengal State Co-
operative Bank Limited upto a limit of Rs 3 crore against hypothecation of stock, book
debts and guarantcc given by the State Government for working capital needed lor
procurement of footwear and leather goods and marketing thereof. The balance in the
cash credit account as on 31 March 1997 stood at Rs 5.34 crore. In addition, for
meeting working capital requirement, the Company had been availing of overdratt
facility upto a limit of Rs 41.50 lakh from the State Bank of India against fixed deposits
maintained with them. The balance in overdraft account as on 31 March 1997 stood at

Rs 39.99 lakh.
Scrutiny in audit revealed as under:

1) Contrary to the terms and conditions of cash credit arrangements, sale procceds
were not regularly deposited in the cash credit account with the result that the
outstanding amount exceeded the sanctioned limit of Rs 3 crore and reached to Rs 5.34
crore in March 1997. This resulted in payment of Rs 2.34 crorc as interest on
overdrawn amount.

ii) Further. out of Rs 2.22 crore, the Company admitted (IFebruary 1996) to the
State Government that it had diverted a sum of Rs 1.40 crore towards salary and
wages defeating the main purpose ( procurement of goods) of cash credit
arrangement.
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2B.7 Financial position and working results

2R.7.1 Financial position

The accounts of the Company were in arrears since 1990-91, though there exists
an accounts wing headed by a Financial Controller. The Company had not taken any
concrete stcps to improve the position. However, provisional accounts upto 1996-97
have been preparcd. The table below summarises the financial position of the Company
under broad headings for the five ycars upto 1996-97:

Particulars 199293 | 199394 | 199495 | 1995-96 1996-97
( Provisional )

Liabilities ( Rupees in lakh )

i) Paid-up capitul 230.55 230.55 263.23 2063.23 263.23
[7i) Reserves and Surplus 20.16 20.16 20.16 20.16 20.16

i) Borrowings (including cash credit) 381.32 453.33 530.39 665.58 759.44

iv) Trade dues and current liabilities (including 108 45 73.80 60.00 61.97 56.12

provisions)

Total: 740.48 77786 873.78 1010.94 1098.95

Asscls

v) Giross Block 12286 124.39 124.46 124.46 124.46

vi) Less: Depreciation 104.81 106.57 10813 | © 109.41 110.51

vil) Net fixed asscts 18.05 17.82 16.33 15.05 13.95

viii) Current asscts, loans and advances 471.93 460.62 398.68 389.55 434.35

ix) Intangible assets: 0.05 0.02 0.02 0.02 0.02

a) Miscellaneous expenditure

b) Accumulated loss 250.45 299.40 458.75 606.32 650.03

Total: 740.48 777.86 873.78 1010.94 1098.95

1) Capital employed 381.53 404.64 355.01 342.63 39218

11) Net worth 0.21 (-)48.71 (-)175.38 (-)322.95 (=)367.26

The following points emerged from the above table:
- the net worth of the Company declined from Rs 0.21 lakh in 1992-93 to minus

Rs 367.26 lakh in 1996-97 due to continuous losses incurred by the Company;

- the accumulated loss of Rs250.45 lakh as on 31 March 1992 increased to
Rs 650.63 lakh as on 31 March 1997 representing 247.17 per cent of the paid-

up capital of Rs 263.23 lakh.

2B.7.2 Working results

The performance of the Company under all the activities was highly

unsatisfactory. It had been incurring losses since its inception. The following table

’ Capital employed represents net fixed asscts (including capital work-in-progress) plus working capital.
L]

Nect worth represents paid-up capital plus reserves and surplus less intangible assets.
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shows the working results of the Company for the five years upto 1996-97:

[Particulars T 199293 T 199393 T 199493 [T99596 ] 1996-97

( Rupcees In fakh )
Income
i) Salcs 229.09 218.01 12943 60.22 150.00
i) Increasc (+)/ Decrease(-) of stock 27.39 14.88 14.46 (-)0.67 (-)1.69
iii) Job charges 12.67 10.48 6.31. 4.13 2.98
iv) Interest on term deposit 1.12 593 12.09 10.09 6.25
v) Other Income 2.03 8.26 318 2.09 0.85
vi) Grant-in-aid for salary and wages 13.50 40.99 17.59 17.74 138.11
Total : 285.80 298.55 183.06 93.60 296.50
Variable expenses
i) Purchase 187.75 173.49 107.02 44.50 110.81
i) Manufacturing  expenses 6.42 7.54 11.83 14.48 7.50
iit) Employees remuncration and benefits 79.41 81.26 93.43 93.85 102.87
Fixced expenses
i) Administrative, selling and other expenses 28.97 2595 2143 12.78 14.25
ii) Depreciation 225 1.76 1.56 1.28 110
iif) Finance charges 47.76 5736 69.73 73.90 10428
iv) Prior period adjustment 0.15 0.13 37.41 0.38 -
Total: 352.71 347.49 342.41 241.17 34081
L.oss for the ycar 6691 48.94 159.35 147.57 44.31

The rcasons for consistent losses as analysed in Audit were

mainly attributable

to:

- under-utilisation of capacity coupled with lack of orders as discussed in
paragraph 2B.8 infia

- low productivity vis-a-vis payment of idle wages as dctailed in paragraph
2B.8.1 infra

- mounting interest liability on bank loan as discussed in paragraph 213.6.3 supra.
and )

- shortage of working capital duc to (i) non realisation of sale proceeds and (ii)

huge investment in idle stock as mentioned in paragraph 2B.9.2 infra.

Losses for the year 1994-95 and 1995-96 increased significantly due to decrease

in sales and relatively higher prior period adjustment (vide paragraph 2B.9.1 & 2B.9.2
infra)

2B.8 Common facility Centre

With a vicw to enabling small entrepreneurs engaged in lecather industry to be
competitive in export market, the Government of India, Ministry of Commerce, decided
(March 1975) to set up five Common Facility Centres (CFC) including one in West
Bengal. The centres were to be set up by the Statc Trading Corporation of India (STC)
in collaboration with the State Leather Industry Corporations/Cooperatives. STC
approached the Company (May 1976) for establishment of CFC. Accordingly the
Company set up (December 1979) a CFC as a basic infrastructure for development of
leather industries in the State at Pagladanga in Tangra area, Calcutta inhabited by 400
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tanners at a cost of Rs 108.67 lakh for extension of service facilities to the tanners and
small scale industrial (SSI) units engaged in manufacture of footwear and leather goods
at nominal service charges. CFC was actually a non-commercial service oriented unit.
With the passage of time many tanners had set up their own tanneries for self-servicing,
making the CFC idle with continued fall in earning of service charges for want of jobs.
To make the CFC viable and to inject commercial activities in addition to continuance
of service rendering facilities, the Company started (April 1992) production of finished
leather for sale to SSI units and artisans who were producing footwear and leather
goods for the Company.

The table below indicates the installed capacity of machines.installed.in CFC,
actual production of finished leather, job charges realised and number of SSI units
benefited during the five years upto 1996-97:

1992-93 1993-94 1994-95 1995-96 1996-97
i) Installed capacity (in lakh square feet) 36.00 36.00 36.00 36.00 36.00
ii)Actual production (in lakh square feet) 6.45 5.26 316 1.76 0.75
iii)Job charges realised (Rupees in lakh) 12.67 10.48 6.31 4.13 2.98
iv)Number of SSI units benefited 139 145 155 88 |, 35
v)Percentage of shortfall of capacity utilisation 82 85 91 95 98

From the above it would be observed that the shortfall in utilisation of capacity
ranged between 82 and 98 per cent during the five years upto 1996-97.

The bar chart given below also shows graphically the actual production vis-a-
vis installed capacity during the five years ending 1996-97:
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The Management attributed (November 1996) the shortfall to :
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