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PREFATORY R Ef\ fARKS 

Government commercia l concern::.. the accounts of which ar e 

subject to audit by the Comptroller and Auditor General of India, 

r:i ll unrler th e follmring c:.i teg-orics: 
, 

(i) Gowrnrnent Companie::., 

(ii ) Sta tut ory Corporations. and 

(iii) Dcpartmcmally managl'cl commcrci:i l and t/ 71rL~i-com 

mcrci<ll u ndert;-ikings. 

9 Th is report deab with the res u lt<> of a udit o f accounts of 
Covernmen t Comp<ln ies and Statu tory Corporations includi ng th e 
L tt:.ir Pradesh State _Electri citv 130;i rd . Th e R eport of i:h e Compt
roller and Auditor General of l ndi:i (C i,·il) con tain s the r esults of 
audit- relating to departm entall y m<ln<lgccl commercia l an d quasi
commercia l undertak ings. 

3. In the ca::.c of Government Companie~. ::i. uclit is conducted 
by profess iona l audit ors appointed o n the ad vice of th e Comptroller 
and Auditor General hut the latte r is :rnthor isccl under section 
f) J9(3)(h) of the Companies Act. 1956 to conduct a rnpplernentary 
or test audit. H e is a lso empowered to romment upon or supple
ment the report subm illecl h\ the profe sional at!ditors. The Com
panies Act. 195() futther em po\\·er '> th e Comptroller an cl Auditor 
General lo i <;uc directi,·es to 1hr aud itors in rr'_?;a rd to t he perform
:ince of their [un ctions. Such direct ives were issncd in Novemhc1· 
l 962 to the audirors for looki ng inlo C"rtai n ~prcifi c aspects of the 
working o f Government Compan ies. These imtruct iom were re 
\ ised in D ecember l 96::) an cl again in Fehruarv 1960. 

4. Tn r espect of Uttar Pracle~h State Road Tran'iport Corpora
t 1011 and Uttar Pradesh State Electricity n o::i.rcl . which :i.rc Statutory 
Corporations. th e Com ptrol le r and Auclitor Genera l is th e sole audi 
tor. whil e in r espect of other two Stat u tory Corporatio ns. viz. Uttar 
Pr:.id esh Financial Corporation a ncl l 1 ttar Pradr~h <.;tate .. ,iXarehous
ing Corporal ion. he has the right to cond11c1 audi t in accordance 
\\' i th the provision-. of th e rek\';111 1 \ n., indcpf'n<l ,,nth- of the ;nulit 
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conducted by lhe professiou:il au<licnrs appoinced under lhe respec
tive Acts. 

5. The points brought out in this Report are those which 
have come to notice during the course of test audit of accounts of the 
above undertakings. They are not intended to convey or to be' un
derstood as conveying any general retlection on the finan cial ad
ministration of the undertakings concerned. 

I • 
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CHAPTER I 

GOVERNMENT COMPANIES 

SECTION 1 
I.OJ. IHtroduction 

There were 72 Companies (including 22 !> Ubsidiaries) of the 
State Government as on 3 1st March 1978. Out of 7'2 Companie~. 

59 (incl uding 18 subsidiarie~) close their accounts 011 31st March 
and se \ en Companies ( including one subsid ian ) on 30th June each 
year, n,·o ~ubsidiary Companies on 3 1st J uly each year and thrce
Companies (including one subsidiary) on 30th SepLember each 
year. The remaining one Company, viz. Uttar Pradesh Panchayati 
R<tj Vitta N igam Limi ted closes its accoun ts on 31st December each 
year. 

1.0~. A S) noptic statemenL showing the summarised financial 
rC'~ul ts of 11 Companies. on the basis of their latest accounts (1977-
7~: 26, 1976-77: 18. 1975-76: land 1974-75 : l ) received up t0 

January J 97~ i ~ given in Appendix I. Five Cornpanies finalised 
tJ1ei r :1ccoun ts for u rn ,·ear . viz. U ttar Prade~h Stare Textile Cor
pora 1 ion Limited. Uttar Pracle~h State Spinning l\1ills Company 
(No. 1) Limitccl. Agra i\:Iandal Vikas Nigam Lim ited aud Meerut 
Manda! Vikas Nigam Limited (1976-77 and 1977-78) and The 
Uttar Pradesh State Learhcr Developmen t and Market ing Corpora
tion Limited (1975-76 and 1976-77) during 1978-79. 

1.03. The accoum:, of -1 6 Companies are in arrear Qanu:ir~· 

I 979). The Companies who c accounLs are in arrears for two yc;::ars 
or more are given below: 

l: tt.ar P rnd<>sh Pan C' ha .U:tti R :i j Yi t t.11 ::\igam 
Limited 

l'tt11r Pr:idet'11 St.ate> Bridge Corporatjon Limited 

Years for whic·h 
<H ' C'O lllltS <l l'C' in 

mT<'ars 

Years en<'ccl 
D! e<'mhcr 197.>. 
DC'cem b <'r l !'l7 6 

and Decf'mlw r 1977 

Years ended , 'c·p
t ern h e1· I !176 . ~<' ]> · 
t.emher 1 !177 :1nd 
~ cpt.~rn lw r 107 R 
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Yea.rs for which 
accounts are in 

arrears 
Uttar Pradesh State Bundelkhand Vikas Nigam 1975-76 to 1977-7 8 
Limited 

Uttar Pradesh Pashudhan Udyog Nigam Limited 

Uttar Pradesh Abscott Private Limited 

Uttar Pradesh Potteries Privato Limited 

Uttar Pradesh Buildwares Private Limited 

Uttar Pradesh Plant Protection Appliances Private 
Limited 

Uttar Pradesh :Roofings Private Limited 

Krishna Fasteners Limited 

Faizabad Roofings Limited 

Mohammadabad P eople's Tannery Limited 

Uttar Pradesh Poorvanchal Vikas Nigam Limited 

Uttar Pradesh State Tourism Development Cor
poration Limited 

Uttar Pradesh State Food and E ssential Commo
dities Corporation Limited 

Uttar Pradesh Prestressed Products Limited 

Uttar Pradesh Small Industlies Corporation Potte
ries Limited 

Tarai Anusuehit J anjati Vikas Xigam Limited 

Uttar Pradesh P aschimi Kshetriya Vikas ~igam 
Limited 

1975-76 to 1977-78 

1975-76 to 1977-78 

1974-75 to J 977-78 

1974-75 to 1977-78 

1974-75 to 1977-78 

1974-75 to 1977-78 

1973-74 to 1977-78 

1975-76 to 1977-78 

1976-77 and 1977-78 

1976-77 and 1977-78 

1976-77 and 1977-78 

1976-77 and 1977-78 

1976-77 and 1977-78 

1976-77 and 1977-78 

1975-76* to 1977-78 

Year;:; ended June** 
1977 and June 
1978 

The matLer has been brought to the notice of Government in 
:March 1979. 

Four Companies, v1z. Indian Bobbin Company Limited, Gan
dak Samadesh Kshellra Vikas Nigam Limited, Ramganga Samadcsh 
Kshettra Vikas Nigam Limited and Sharda Sahayak Samaclesh 
Kshc:tLr;i Vik ash N igam Limited arc under liq u iclation . 

•2nd August 1975 to 31st March 1976. 
0 '.H st March 1976 to 30th June 1977. 

I 
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1.04. Paid-up capital 
The aggTega te paid-up capital of 26 Companie• (the accounts 

ol: which were up-w-date) at the end of 1977-78 "·as R s.10,188.3 1"*' 
lakb, a.') detailed below : -

l'at-egory of 
Companies 

Companies fully 
mrned by the Rtatt'I 
Oo\·crnment 

Wholly owned sub
sidi<~ry Companies 

( 'ompanies joint ly 
owned by the tatc 
Go,-ernment and 
private parties 

Companies jointly 
owned by t he 
Holding Company 
and Central Go-

)lum
ber 

15 

.) 

5 

1 

~tate l:entra.1 Hold-
Govern- Govern- ing 
ment mcnt compa

Company n ics 

.Privnt.e 
p 11l"ties 

(In lakhs of Rupees) 
8,311 .96 

J,7UO.LU 

45.48 27 .67 

@ 
i .01 

\t>rn ment f'ompan~' ({11 

Tota ' 

8,311 . 96 

l ,796.19 

73.15 

7 .01 

'l'otal 26 8,357 .44- 1,803 .20 27 .67 10,188 .31 * 
1.0:}. Profit and dividend 

The 26 Companie.') ·wh ich h ad fina lised 1hc ir accounts for 
1977-78, showed aggregaLe nel loss of R s .. tl98.5 l 1.akhs for the year 
(con1pri~ing profit of R !:>.1 54.21 la khs made by fourleen Companie.') 
and lo~s of R s.752.72 lakb incurred by eleven Companies). One 
Company. 'vhich is in construct ion stage, cap italised its entire ("X

pcnditure during the year. 

T he particulars of Companies. " ·hich substantially improved their 
"·orking results during 1977-78 over those for 1976-77, are given 
below: 

Name 

The Pradeshiya Industrial and Investment 
Corporaion of Uttar Pradesh Limited 

Profit( + ) /Loss(-) 
1976-77 ] 977-78 

(Jn Jakhs of Rupees) 

( -+ )28 .42 (-+ )42 . 2!) 

- --- ·-------
*As per the account11 of the Companiei-;. 
(ft focludcis R s.300 suhscl'ilJed by Scooters (JncUa) Limited . 
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Name Profit( + )/Loss(-) 
1976-77 1977- 78 

(In J akhs of Rupees) 

Harij im Evam Nirbal Varg Avas Nigam Limited ( + )1 .05 ( 1 )4. 77 

Ut.tar Pradesh Electronics Corporation Limited ( - )5 .22 ( -)1 .07 

Ag rn Mandal Vik.as Nigam Limited ( + )3 .33 ( + )8. 04 
Uttar Pradesh State Brasswares Corporation Limited ( + )1 .96 ( + )3 .28 
Uttar Pradesh State Industrial Development Cor- ( + )64 . 00 ( + )69 . 51 
poration Limited 
l\f.ecrnt· Manda! Vikas Nigam Limited ( + )3. 90 ( + )6 .53 

ULta r P radesh (l\fadhya) Ganna Becj Vikas Nigam (+ )0.55 ( + )2 .86 
Limited 

Prayag Chi trakoot Krishi Evam Godhan Vikas Nigam Limited 
shmred net loss of Rs.0.57 lakh in l 977-78 against a profit of Rs.0.92 
lakh in 1976-77. Si milarly, the Uttar Pradesh State Cement Cor
pora tion LimiLed showed net loss of Rs. 70.19 lakhs in 1977-78 
again 1 net Joss of Rs.4 7-?'i!J lakhs in 1976-77. 

Uttar Pradesh State Industrial Developmen t Corporation Limi
ted proposed dividend of Rs.28.45 lakhs for the year 1977-78, which 
works out to two per cent of its total paid-up capital (Rs.1 ,422.73 
lakhs). The Uttar Pradesh Rajkiya Nirman Nigam Limited pro
po.-;ecl dividend (Rs.2.55 lakbs) in its second year of working (1976-
77 ) ah o. which " ·orks out to 2.55 per cen t of its total paid-up capital 
incl ucl i ug share money pending allotmen t (Rs.100 lakhs). 

T"·cnty two Companies with a total paid-up capit al of 
Rs.9.088.21 lakhs sustained losses totalling Rs.1,320.39 lakhs 
(197i' "i'b : Rs.752.72 lakhs, 1976-77: Rs.547.63 lak.hs and 1974-75: 
Rs. 20.01 lakhs), of n·hich Rs.1,304.27 lakhs pertained to the follow
ing nine Companies: 

Xnme 

( 
1h11a t n Sugar Company Limited 

Ut.t ar Pl'adesh State Cement Co1·poration 
l. .. i mitE'< 1 
Uttar Pntdesh Instruments Limiterl 

Ut.tn,r P radesh State Sugar Corporation 
Limi t1' d 

1977-78 
1977-78 

1977-78 

Ended on 
30th Septem -

ber 1977 
Pt.fctr Pradesh State Spinning Mill i:; ('om pan~· 1977-78 
(Xu. 1) Limited 

Losses 
(In lakhs 

of Rupees) 
218.73 

70.19 

21.82 

359 .88 

] 95 .56 

' 
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S ame Year 

Uttar Pradesh State Agro Industrial (;orpora- 1976-77 
tion Limited 
Kichha Sugar Company Limited 

Uttar Pradesh State Textile Corpora,tion 
Limited 

Ended on 
30th Septem
ber 1977 

1977-78 

Uttar Pradesh State Bridge Corporation 1974-75 
Limited 

1.06. Guarantees 

Losses 
(In Iakhs 

of Rupees) 
91 .31 

87 .37 

239 .37 

20 .0'1 

Government h:ive guaranteed repayment of Joans aggregaLing 
Rs.6,398.78* lakhs obtained by seven Companies, against ·wh ich 
Rs.5,06 1-84'"' lakhs were outs tanding on 3 lsL J\farch 1978. The 
table below indicates the maximum amoun t guaranteed and th e 
amount outs tanding against each Company: 

Name of the Company 

The Pradeshiya Industrial and Investment 
Corporation of Uttar Pradesh Limited, 
Lucknow 

.Maximum 
amount 

gua.ranteed 

Amount 
gua.ranteed 

and outstand
ing as on 
31st Ma.re:h 

1978 

(ln lakhs of R~ipees) 

1,053 .00 860 .00 

Uttar Pradesh State Agro Industrial Corpora
tion Limited, Luck.now 

1,057 .94 1,019 .00 

Uttar Pradesh State Bridge Corporntion 
Limited, Lucknow 

Uttar Pradesh State Sugar Corporation 
Limited, Luck.now 

Uttar Pradesh State Spinning Mills Com
pany (No. I) Limited , Kanpur 

Uttar Pradesh State Textile Corporation 
l.imited, Kanpur 

Uttar Pradesh State Industrial Development 
Corporation Limited, Kanpur 

Total 

395 .00 

2,258 .00 

1,047 .00 

540.00 

47 .84 

6,398 .78 

*Figures as per the Finance Acco1mts for t he year 1977-78. 

301. 00 

1,530 .00 

861 .00 

443 .00 

47 .84 

5,061 .84 
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Funher, Lhere were three Companies in the Slate coming uu<lel' 
Section 619-B of the Companies Act, viz . Steel and Easteners Limi ted, 
Almora Magnesite Limited and Electronics and Computers (India) 
Limited. The accounts of Electronics and Computers (India) 
Limited for the years ended 31st D ecember 1975, 1976 and 1977 were 
in arrears Qanuary 1979). The pa id-up capital of Almora Magne
~ite Limited, as on 3.l st OcLobcr 1977, "·as Rs. 140 lakhs, out of 
which R s.8.?.40 lak bs " ·er e held by Companies and Corporations 
owned or conLro ll ed by th e Central and State Governments. T he 
working res ulLs 06 Almora .l\l agnesite Limited for 1976-77 showed a 
net rrofi t of Rs .-18.82 lakhs. 

I 
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SECTION 11 

UTTAR PRADESH STATE TEXTILE CORPORATION 

LIMITED 

2.ll I.· In troduction 

Tlie Uttar Pradesh State Textile Corporation Limited, wholly 
O\\'necl by the State Government, ,,·as initially incorporated as a pri
vate limited Company on 2nd December 1969. To avail the faci
lity of rai · ing funds by floating bonds and debentures, the Company 
was converted into a publ ic limited company on 24th December 
1973. 

Tn lYH, two su bsidiary companies, viz. Uttar Pradesh State Spin
ning i\lii1~ Company L imted (U P SMC) l':o. I and II, wholly 
O\n1ed by the Company, were incorporated for establishing and 
n1anag ing four spinning mil ls each in Utta r Pradesh . 

~.02. Objects 

The main objects of the Company nre (i) LO carry on the busi
ness of textile mills in all the branches, (ii) to manage any such 
lm~ill ess or undertaking entrusted lO it by the Central or State Gov
ernment, (iii) to establish collou m ills and (iv) lO manufacture and 
deal in all kinds of yarn and od1er in ciclen tal actfrit ies. 

2.03. Organisational set-up 

The Company is managed by a Board of Directors consisting 
of l ~ directors, one of ·whom represcnb financial institutions m1 d 
the others are nominated by the State Gm·ernme11t. The Company 
has a wholetime Managing Director and a Chairman. The Chair
man of the Company is also the Chairman of both 1 he subsidi
aries. The subsidiar ies have the ir respective Boards of Directors. 
The subsidirtry company No. I has a wholetimc Man aging Direc
tor. Subsidiary No. II has been kept dormant . In September 1977, 
the Board of Directors of the subsidiary compan y No. II decided to 
wind iL up. Subsequently (March l 978), the said Board of Direc-

7 
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tors re,·ised Lheir earlier decision and decided to keep the issue of 
winding up in abeyance as the setting up of new projects viz. R ayon 
Grade Pulp Unit, Viscose Staple .Fibre Units and new spinning 
mills wa !> under consider ation of: Lhe State Government. The final 
decision oE the State Go\'ernment r egarding setting up of the above 
new projects is <rn·aited (Decem ber 1978). 

The m ills O\rnecl by the Company and wbsid iary company No. I 
are headed at the unit le,·el by a wholetime Chief Executive. For 
da y-to-cb y man;:igcmcnt. poKers have been delegated by the Board 
of Directon 10 the ~1anag ing Director and the Chief Executive of 
the indiv idual m ills. 

~.O'l. Capital :,lruclure 

The Company "·as ini tially r egi'-Lered with an authorised capi
Lal ·of R s.;{00 l akh~. ~ub eguently raised co R .2.500 lakhs in Decem
ber 1976. The entire paid-up capi rnl of R s.2.5 77.97 lakhs (includ
ing equit y hare ck posiL of R s.532.25 lakh made by the State Gov
ernment and accepLed by the Company withom raising its authorised 
capital) as 011 :n st .\far ch 1977 ha been contrib u ted by the State 
Government. Out of the equi ty share deposit of R s.532.25 lakh s, 
share. of R-..1 .) -1.00 lakhs "·ere i sued (~ l ay 1977) to the State Co\
ernmen t. Out of the balance amoun t of R s.378.25 lakhs. which ·was 
receiYed (March 1977) for Automatic Looms Project, an expendi ture 
of R s. 1.06 lakhs " ·a incurred on the Scheme and the balance wa5 
refunded (October 1978) to th e State Government as th e schem~ 

wa dropped in O ctobe1 1977. 

For selling up new '> pinn ing mill. , the Company obta ined brid-
ging lpan of Rs.200 lakhs during I 976-77 from New Okhla Indus- I 
trial De,·clopment Authority. In addition. loans of R s.215 lakh 
and R s. 197.50 Jakhs '''ere ob ta ined in 1977-78 from the Industrial 
Finance Corporat ion of India and Industrial Development Bank of 
India respecci,·ely. Th e bridging loan of R . 200 lakhs has since 
been rrp:licl (October I 978). 

2.0j 1\la 11 agt'mrnt of .l i ck textile mills 

·1 he Cmu3 l Government appoin Led the Company a5 Authoris
ed Controller of i'\ew Yictori a Mills Limi ted, Kanpur and Mnir 
Mills Company Limi tc<!, Kanpur witlt effect from 15th February 

-~--~--~ ~' 
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1971 :illll 22nd J an uaq 1973 re~pecti\'el). under Sectiou 18 (A) of 
the Industries (Development and Regulation ) Act, 195 1 and as Cus
todian of Lord Krishna Tex.ti le Mill , Saharanpur, Shri Vikram 
Cotton Mills, Lucknow and Bijli Cotton Mills, H athras with effect 
from November 1972 under the Sick Textile Undertakings (Take
over of Management) Act, 197 2. All the five sick mills were nation
ali&ecl hy rhe Centra l GO\·ernment in September 1974. 

Con equent upon the promulgation (2 lst September 1974) of 
the Sick Textile Undertaking (Nationali~ation ) Ordinance 1974, the 
management of the abo\·e mi lh w:-is transferred to the National Tex.
Lile C'>rpora tion Li rnited (LJ. P.), a sub~ icliary of the National Tex
tile Corporation Limi ted. \\·i1h cffecL from 25th November 1974. A 
sum oE R~.1 ti9.28 lakh~. being the :m10um of loans, interest ~nd 
penal intere~ 1. \ras Olll '.)tanding aga inst the sick mills on 24th Nov
e11r ber 197-1. which wa~ re imbursed (NO\·ernber 1975) to the Com
pany by the State GoYernmen t and in lieu thereof National Textile 
Corporation Limited (U . P.) i ~s ued share~ in favo u r of the Gover
nor of U ttar Pradesh for the like amoun t. 

2.011. Cotlo11 /JLll chase :.ch1' 111e 

Jn ptmuancc o( its decision of OcLober 1971, lhe Company 
~tarted purcha e of conon in Decembe1 1971 to boost the sagging 
t'COnorny of five ick Lex.tile n1ills. Initially, couon was purchased 
IJy the Com pany on behalf of lhese sick. mills. Subsequently (Janu
ar y I rJ73), ho,,·ever, collon was purcha~ed direcLly b r the sick mills 
ouL of the fund prm iclcd by the Company. 1 he couon so purchas
ed ·was to be pleclgecl witb the Company and the Compan y was to 
·re-p ledge iL to it s bankers against 6.) /Jer rent advance. The mar
gin money of '."35 per cent w:-i~ to be pro\·ided to the mills out of the 
Company·s own resource~. The pledged cotton was to be released 
ro the mills by the Company against CC'lll per cent payment of the 
value of cotton together with imere. t at nine per cent (increased 
to 11 ine and a half per cent from 15Lh December 1973) and 0.5 per 
tf'nt for sen ice charges. During 197-i-75 to 1976-77, three sick 
milb obtai ned couo11 pledged to L!ie Company without depositing 
full amoun t, and a sum of Rs.43.50 lakhs (including interest .:i nd 
service charges) \ras recoverable as on 3 l st March I 977. The Man
agtment stated (Norem ber 1978) that the amount remained out!!tan -



10 

cling not only du<" to 11on-pa ) 11 te1H or th e 'al11c of rn1Lo11 bu t :ilso 
because the cheques given by the mills in payment of value of cot
ton were dishonoured in some cases. I t was further stated that 
Rs. 14.03 lakhs outstanding aga insL one of Lhe three mills had been 
received in April 1977 and that action for recovery from the other 
two mills " ·as in p rogress. 

2.07. 11'01 k ing of yarn schemes 
sta,/Jlc fi bre yarn 

From February J 972 to September 1971. the Company acted as 
nominee of the State GO\·ernmen t fo r procuremenL of sLaple fibre 
yarn from the Yarious member mill of Man Made Fi bre Spinners' 
Associat ion (i\1 MFSA) and Southern I ndia Mills Owners Associati0n 
(SIMA) and it s dist ri bmion among the handloom and powerloorn 
wcaYers of the State. T he yarn was di tributed through 14 depots 
of the Compan y opened throughout the State during F ebruar y to 
October 1972. T ihere ,,.a no sta tmor y control over the pr ices to 
be charged b y th e :issociation ... o f the sp inning mills. The selling 
price \\·as determined by f ~ IFSA and Sl\f A. Tt ,,·as decided in a 
meeting held between the Tex tile Com missioner, spinning mills and 
the Com pany that the cleli,·ery of p.rn could be made by MMFSA 
and Sll\I A. Lo the Company e i1he1· :igain t full paymen t in cash or 
through letter of credit to be opened in fa rnur of member mills of 
MMFSA and SIMA. T he C omp an7 preferred Lh e latter ystem 
which enab led the suppliers to ru h through the suppli c of yarn 
to Lhe extent of the amount availa ble in the letter of cred it withour 
regard to the actual demand of the Company. This resul ted in 
accumulat ion of ya rn to the ex ten t indicated belO'i\. : 

Month Opening R eceipts Sides ('losing 
stock stock 

( Qnnntit~· in bAks) 

Jnl .v .1 97-l J ,884 4,732 2,534 -i,082 

A ug ust l\:1 7+ 4. 082 4, ll fl 736 7, 465 

.3eptem bf'r 1974 7 ,4-(i.j 3,386 98 L0,7:12 

October 1974 l 0,7ii2 2,036 32 12,755 

... ,-
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A llw ya111. \\h i(l1 rJcr11m11L11ed i11 stock. h<1.d deLeriora1cd in 
raim "·h ile in tr ansit from the suppliers to the Company in 1974, 
and because the m arket price of staple fibre yarn had started falling, 
the Company effected distress sale oE the entire 'sLock (10,11 3 bales 
during November and December l 974 and 2.642 bales in 1975-76) 
~ustainin~ a loss of Rs.~0.85 lakhs. Jn 197-L the i\ fMFSA allowed 
their member mills to increase the pr ices of yarn and also add a sur
ch:irge on :i.ccounL of po" ·er cut . Such incre:i')c in p rice of yarn was 
di -puted by the Company. The ~ystern of paymen t through letter 
oi credit. ho\,·e,·cr, enabled the supplier m ills. fi,·e in number, toge!: 
enhanced price agaimt leuers of credit. re:.. ul t ing in excess charges 
co 1hc tun e of Rs. ?.7. 17 lakhs. j,·il sui ts for recm ery of the excess 
cl1arges h<l\ e bcc11 11led ( i\ la1ch 1077) b; the Compan y. The ex
penditure incurred in filing the ftvc civil ~uits \\·:i.s R .2·98 lakhs 
up to .\ farch lrJ 77. Fu rther de, elopmen b arc :i.waiteci (January 

1979). 

2.08. Collon yam 

Under a statutOr) scheme [or the control of prices, packing and 
diHribution of cotton y:i.rn introduced by 1he GoH' rnment of l ncl ia 
\rith effect from I ~ th i\farch J 97:1. the Company was :i.ppoinLed as 
a nominee by the State Go,·ernmr nL \\' ilh elfen from 28th March 
1973 for di tribution of yarn in the State. The following points 
were noti ced in audit: 

Dt1111 ((ge of yarn r/11 ring transit 

(i) Four ba les and ?. I bags of cotton ya rn Yaluing R s.0.20 bkh, 
\\'hilc being tr ansported from Dhampur d epot to Kanpur depot 
during J u1. e 197-+. \\·ere clam aged in transi t. The transport com· 
pan) did 1101 certify the damage as the goods were not covered by 
Lr:msit insurance. Because of non-certification of damage. the Com
pan) refused to ta ke delivery of the goods and lodged (January 1975) 
a claim on the transport company, " ·hich is pending (December 
l 978). 

(ii) Out of 600 bundle!> o [ couon yarn despatched by a tex tile 
mill of Saharanpur through a road tran pon conlractor on 28th 
July 1973, which were not inured against tran it losse -. 38 1- bundles 
were received in damaged cond ition (cert ified by the t~anspon com-
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pany). The damaged bundles of yarn valuing Rs.0.22 lakh were 
auctioned in June 1974 for Rs.0.09 lakh, resulting in a loss of Rs.0.1 3 
lakh. On 2nd June 1976 a civi l sui t i;vas filed by the Company 
against the transport company for recovery of the loss. The suit 
was pending in the Court (December 1978). 

'.?.09. Setting 11p of ~pinning mills 

The State Government constituted (July 1972) a working gro:.~p 
for Heavy and Medium Industries, which in- turn formed (Septem
ber 1972) a sub-working group for the texti le industry. 

The sub-,,•orking group recommended (Ocrober 1972) the ins
rnllation of eight lakh add itional spindles during the Fifth Five 
Year Plan to meet the acute shonage of raru for the decentralised 
powerloom and handloom sector in the State. Accordingly, 16 spin
ning mills of 25,000 spinclle:i each were to be set up by the Com
pany, in equal number in two phases. No time-schedule for com
pletion of each phase was available in the records of the Company. 
The following table sho\\'s the dates of (i) project reports, (ii) com
mencement of projects and (iii ) commissioning of projects: 

Seri .1 ~am ; of P rojec t re- E stimated Com mence-
1.um- projec t p or t pre- cost a s men L of 
ber pared i n per project project 

rep ort 

(In lakh s of Rupees) 

1. Rae Bareli April 1974 514 June 1974 

2. A.kbarptU' October 1974 480 

3. Maunath Bhan- Ma rch 1974 505 

February 
1975 

November 
jnn. 

4. Bara.banki 
5. Jhansi 
6. Kashipur 
7. Sandila 

8. l\Ieerut 

December 1974 530 
August 1976 490 
February 1977 480 
F ebruary 1977 490 

June 1977 510 

1974 
April 1975 
July 1975 
January 1976 
July 1975 

J u ly 1975 

Uomm t-
~sion ing 

of p roj ect 

1st October 
1975 

16th Octobet 
1976 

1st November 
1976 

1st April 1977 
1st J nne 1977 
1st JuJy 1977 
1st September 

1977 
1st December 

1977 

The mills at serial numbers (1) to (4-) are being managed by 
subsidiary Company No. I and the others at serial numbers (5) to 
(8) by the Hold ing Company. 
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The project reports for the projects at J han si, Kash ipur, Sanclila 
~i: 1d -t\,feerut were prepared after the commenceme11L of works. 

Change in drawings 

] ha11si f'Jroject 
• 

Drawin~s of production ha ll , in itially apprO\·ed in August l 975, 
"·ere revised in J anuary J 976 and again in June 1976. The 3Ubse
qt:ent revisions in the drawings necessitated dismantling of consider
able qn<111 lity of m:iso n ry 'rnrk whi ch had alread y been done and a ll 
the air and re tttrn air ducts h ad to be dug nrice. The location of 
yarn concl iLiun ing and cone packing buildings was also revised, re
sulting in d ismantling of \\·ork already done up to 2.5 metres h e igh t. 
The extra expenditure incurred on the above alterations arn () untcd 
to R .0 . .'50 lakh approximately. 

i'vfaunlilh Bhanjan project 

Due to bad planning of the consultams, civil ·works in resp ect of 
facr-ory building a lready executed had Lo be d ismanded (Mar ch 
1976) :.rn cl r econstructed which involved cx'. ra expend i t ure o f 
R s. 0.50 lakh O ut of the above amount, only a sum o f R s. 0.16 
lakh " "1s borne b~ tb e consultan ts. 

'.?.10. Prod11ct io11 planning 

(a) Cotton mixing 

1kfore cotton i feel to the Blow Room Line. different varieties 
of col' on are m ixed in a certain proponio n . decided every month 
by the h ead ofi1ce in ad vance . taking in to consideration the varic
Lie · of couon stock in hand and their ava ilabil ity in the market. 
T he a im of d eciding in advance t.he varieties of cotton and th e pro
pon ion i 11 which the same are LO be mixed is to keep the mixin g 
cost at Lhe minimum possible le\'el. A tesL check of cotton m ix
ing 1·ecorcb for .\ ugust J D/7 Lo March 1978 of th e Spinning l\Iilt 
Akbarpur showed that conon m ix ing could not be done in the man
ner decided by the head office as the cotton of requisite variety, 
tho ug h a\'ailable in th e. market, was not procured by th e Com pan y. 
The mill had LO use cotton o f superior q ual ity, resulting in an 
'1 \'0icbble ex pencl itnrc o f R s.0.60 bkh in the :\kbarpur M ill. 
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T he Management stated (September 1977) that excessive mixing 
cost ' ms due to non-a,·ailab ility of req uisi te q uality of cotton in the 
:\.kbarpur '.\Iii!. 

\b) Capacity u tili.wtion 

The following ta ble i11 dicates the procluctioi1 of yarn as p er 
project r eports of the eigh t :.pinning mi lls and the actual production 
during; 1076-77 a11cl 1077 78: 

Name Rated 
capacit y 

(3?i0 
days) 
as per 

project 
report 

lVIonthly 
capacity 

(In 1akh k~.) 

] 976-i7 

R ae' Bareli 24 . l 7 2 .0 1 

.\ k1· ar pur 28. !)t) :! . 4 I 

Date 
of 

Num
ber 

of commc n
eem ent- mon t hs 
of full of 

capacit y produc-
procluc- tion 

ti on 

Actual 
pronuc

tion 

Produ c
t ion 

capacity 
for the 

period 
oper a ted 

(In lakh kg. ) 

l st 
Apr i l 
1976 

12 18 . I 0 24 .17 

1st 
.Ja.nuar>· 

1977 

:J 7 .27 7 .23 

Shor t
fal l 
ll l 

produc
t ion 

6.07 

Ma 11nath 22 .03 1 .R.J. 1st :3 .G7 3. 68 
n hnnjnn 

Rae' B an· Ii 24 . 17 

A.kharpnr 2 . 90 

Barn ha.nki 33 .~8 

~ l >lll H ll. th 
nl 1<11 1j n 11 

22 . O:J 

2. n1 

2 .4 1 

2 .82 

1 .8.J. 

li'd, rt1 a r~r 
l !177 

1st. 
Apri l 
1976 

l s t . 
. f amrnr>· 

1977 

I sl; 
.J u l ~· 
]!)// 

1st 
PC'hl'un ry 

1977 

12 ll .36 24 . 17 12 81 

12 2 1 .!)3 28.90 7 .03 

!) l() . 18 25 . 38 6.20 

12 14.64 2 ~ . 03 7 .39 

> 
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)forne Rated :Monthly Date Num- Actual Produc- Short-
ca.pacity capacity of ber produc- ti on fall 

(350 comm en- of ti on ca pa.city 1 ll 

days) cement- roontlli; for the pro<luc-
as per of foll of period t i on 
project capacity produc- operated 
report procluc- ti on 

ti on 

(In lakh kg.) (In lakh kg .) 

Jhansi • 43.95 3 . 66 1st 10 18.15 36.60 18 .4fi 

June 
1977 

Kashipur 39 ~ 24 3 .27 1st !) 18.80 29 .43 10.63 

July 
1977 

Sandila 43 .87 3 . 66 1st 7 12.03 25.62 13 .. '59 

Septem-
ber 
1977 

"J1eernt +s . 88 4 . 07 1st 2 9.07 8 . 14 

ll'cbrnary 
1978 

The mill at Rae Bareli in 1976-77 and all the mills during 
1977-78 (except one mi ll at Meerut) did not produce yarn to Ll1eir 
rated capacity. The fanagernent staled (No\'ember l 978) that the 
ac1ual product -mix \\·as not as mentioned in the project report and 
that power cut, labour problems. raw materia l and market fluctua-
1 ion~ " ·ere 'arious aspects which alfected the capacit~' utilisation. 

(c) S/nnrlle 11/ilisation 

T he Eollo" ·ing table indicates the spindle utilisation o f the 
spin11ing mill at Akbarpur (managed hy Subsidiary Comp:my No. 1) 
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and the mills at Jh:111si and Sandila (managed by the Company): 

Particulars Akbarp111· .J han.si Sand.ii a. 

l 97G-77 l rl77-78 1977-78 1977-78 
(December Jn,nua.ry (December 
1976 to to March 1977 to 
)Ia.rch 1978} March 
1977) 1!)78) 

Spindles installed ( In I a khs) O· 25 O· 25 0 2.5 0.24 
Budgeted utilisati on (pcrcont- fl5 95 !}.) 95 

age) 
Spindle shifts arn,ilalilc !)() 60 ~50· 10 04:· 63 80 l9 

(Budgeted) (Tn la.kits) 

Actual spindle sh ifts \\·o rkrd 67 · 3 l 197· 29 55· 62 66·23 
on eight hours basis 

Spindle utilisati on (percentage) 74 3 78 9 86 0 82·6 

None of the three mill s ach ie,·ecl the budgeted pindle utilisa
tion. Reasons for shortfall "·ere not on record. In formation for 
the other five m ills " ·a no t a\ ailab!c. The iVIanagement sta ted 
(November 1978) tha t these were n ot stat u tory records to be main
tained. 

(d) Spindle efficiency 

The table belm,· inciicates the spindle efficiency. per sp indle 
shift of eighL ho ur . of the spin ning mill at Akbarpur (managed by 
the Subsidi :u y Comp;m) :\o. l ) and the mills at Jhans i and Sandib 
(m:maged by Lhe C" 111pany) for rhe year J 977-78: 

Count Rat t·d Budgeted ..:'\.ctua l pro- Shortfal l 
c:apa c·i i·y production cludction per compared 

spindle at. t.o budgeted 
packi11g st.age' production 

(Tn grammes) 

Akbarpur 

14 248· Ti :? 12. 71 185· [ 9 27· 52 

16 217 · ~fj 113· 68 166.02 7 · 66 

20 202 · ~ :l IS l · O:? 138· .:;1 42· 51 

24 148.77 129 .fi8 11 9· 31 10· ::n 

...... 
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Count Rated Budgeted Actual pro- Shortfall 
capacity proiuction duction per compared 

spindle at to budgeted 
packing stage production 

(In grammes) 
32 102· 13 88•47 84•73 3· 74 

34 04· 12 81•00 76• 40 4·60 

60 42' 57 39· 17 35•07 4·10 

26 194· GS 163·09 137. 40 25'69 

Jltansi (January to March l!J78) 

12 205• 4 260·00 231•6 28•4 

14 250· 0 224• 0 172• 5 51· 5 

16 215·9 192•0 177• 9 14· l 

20 165• 0 165•0 122· 2 42 .8 

24 125· 4 122·0 103· 9 18·1 

30 88·0 87• 0 49•8 37• 2 

Sti1u1ila (December 1977 to March 1978) 

20 165·0 157·0 131·4 25• 6 

20 171• 0 160•0 140· 7 19·3 
(Hosiery) 

25 ll5• 0 113· 0 93·4 19·6 

30 84•0 84· 0 42·2 41· 8 

34 73· 0 7~· 0 62·0 11· 0 

The actual production per spindle / sh ift \\'as lower than the 
budgeted producLion. The reasons for shortfall in production per 
spindle/shift were not stated and records relating to spindle effici
ency of the rest of the five mills were not a\•ailablc. The Manage
ment stated (No,·ember 1978) that· these \\·er e not Lalutory re
cords tO be mainta ined. 
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(e) Yam rc:alisation 

The following table ind icates the percentages of yarn realisa
tion and visible and invisible wastes during 1975-76 and 1976-77 in 
the sp inning mill at R ae Barcl i, a ud during L976-77 in the mills at 

Akbarp t:r and J\ laun;:ith Bh;:injan (all managed by d1e Subsidiar~· 

Company No. I ): 

Rae Bareli Akbarptu· .i\lau nath 
Bhanjan 

1975-76 1976-77 1976-77 1976-77 

(In lakhs of Kilograms) 

Opening stock of cotton l· 38 

Cotton purchased 10·22 23 ·71 10· 61 6·96 

Closing stock of cotton ,l • 38 2·05 1·72 1· 59 

Cotton consumed 8·84 23· 04 8· 89 5· 37 

Less work-in -progress 0·41 O· 21 0· 51 0 55 

Net consumption 8• 43 22·83 8· 38 4•82 

Yarn prod u ccd 6·94 18· 10 7'27 a·67 

Visible waste l • 34 3· 75 l · 15 O· 63 

Invisible waste O· 15 0·9 (- )0· 04* 0·52 

Percentage of yarn reali sed 82· 3 79·3 86· 8 76· 1 
from cotton to net consump-
ti on 

Percentage of visible waste 15·9 16·4 13· 7 13• l 

Percentage of invisible waste 1•8 4· 3 10·8 

T1he yan1 realisation ·percentage differed from mill to mill. 
The M anagemen t has not fifed norms regard ing yarn realisation for 
the mill s. Norms r egarding visible waste and invisible waste at 
each process of production or for overall wastage have also not been 
fixed . The :Management could not cbrify hoiv the yarn produced 
p lus visible 1•:aste exceeded the collon consumed in the spinning mill 
at Akbarpur. The M anagemen t slated (November 1978) that per
centage of yarn realisation and visible and invisible waste depend 

* Figmes based on the accounts of the Company. 

·-
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upon availability of cotlon, power cut, product-mix, labour prob
lems. market demand, etc. 

2. 11. Cu~lmg S)'Sf em 

The Compan y and its subsidiary had noL in troduced (March 
1978) costing system allhough a Co t Accoun Ls Officer, later desig· 
nat ed as parL-time Cost Consul tant, was engaged in August J 975. 
The ManagemenL staled (July 1977) that the Cost Consul tant was 
h elping the Company in tak ing decision at the Lime of product
mjx planning and that he was also help ing and developing overall 
information systems for all the eight mills. T he Management tat
t d (No\ ember 1978) that Cost Accoun ting Records (Cotton Textiles) 
Rules. 1977 had come inLO force from I sL April 1978 and the sys
Lcm a prescribed in the rules was being enforced. 

2.12. Pricing policy and sale performance 

(a) Prin ng jJolicy 

Yarn is sold by Lhe Company and its subsidiary at prevailing 
marke t price. There is a Yarn Sale !Committee which has full 
po·wers to decide the selling rates from day-to-day, keeping in view 
the market trend. Yarn is sold through whole ale dealers and con
signees who are allowed a trade discount of one per cent. Sale of 
yarn to dealers is made on cash basis. Sale to the consignees is 
made on 'goods on consignment' basis after obtaining security of 
Rs. 0.20 lakh in each case; the value of every order was more than 

·. this amount. Agreements incorporating the terms and conditions 
of sale through dealers and consignees were not executed (March 
l D79). 

In November 1975, the Spinning Mill, R ae Bareli (managed by 
the Subsidiary Company No. I) supplied yarn of the value of R s.0.2 l 
lakh on credit to a private dealer of Kanpur ·without the apprmnl 
of Yarn Sale Committee and without obLaining security deposit. As 
the dea ler d.id not . pay the amoun t, the fanagement filed (April 
1Y78) a civil suit for recovery of the dues. Further developments 
are awaited (]an ua ry 1979). 

The Management stated (November 1978) that the private 
dealer purchased the yarn from Rae Bareli unit by misrepresentinJ! 
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that the yarn would be used by him under th e integrated scheme 
of the Comp:rny. I t may, however, be stated thaL under the integ
rated scheme, lhis party "·a~ Lo be rnpplied grey clo th for proces~

i 11g and not the yarn. 

(b) Si: lllll[!. price vis-a-vis actual cost of sales 

The fo llowing tabl e indi cates th e :l\'erage selling price and the 
cost of sales pe r kg of yarn (before cleprecia tioll) i11 respect of Spin
ni11 g ;'dill s at Rae B::ireli , Akbarpur and Maunalh Bhanjan (managed 

by the Subsidiary Company No. 1): 

Name of the mill 

R ae Bareli 

Akbarpur 

l\'Ia unath Bhanjan 

] 975-76 1D76-77 

Cost Sell- Cost Sell-

' of ing of ing 
' 
sales price sales price 

(In Rupees per kg) 

10·91 10·78 16·49 15·24 

l 7• 56 18·62 

19·87 19·06 

1977-78 

Cost Sell-

of ing 

sales price 

22·44 20·46 

17· 54 18· 54 

21• 29 21· 43 

The ~elli ng price of yarn ~';as Je~s than the cos t of sales (be
fore depreciat ion) in tbe case of the Sp inning 1\ lills a t R ae Bareli 
cluri11g a ll the three Years and at Maunath Bhanjan during 1976-77. 

The M anagem ent stated (Novem ber 1978) th at it was not po~
~ible to relate the sale prices with the co L of produ ction in view of 
m;t ny problem be~ond their contro l, li ke power cut, labour p rob
lem, r;i,,· material and Ouct uating market trends, etc. 

~.1 3. Purchase procedi1,re 

The Company and its ubsidiary purchased cotton through 
'Cotton Purchase Committee' and cap ital goo.els through 'Capital 
Goods Purchase Committee'. T he consumable stores, r equired by 
1he milb were purchased by the Chief Execut ives of the m ills as per 
delegat ion of powers. 

(a) P(ty menl of escalation against contract /irmi11g firm price clause 

A purchase order 1rn~ pbcecl (Novem ber 1973) by the Company 
on a firm of Kanpur for supply of spinning machines valuing 
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R s. l 3 l ·67 lakhs for the mi lls at Akbarpur, M aunath Bhanjan and 
Rae Bar e li (managed by Lh e ubs idiary Company No. I). Acco1d
ing LO Lh e terms o f the o rder , prices of the spinning machinery 
were firm and Lhe machines were to be supplied during M arch 1075 
to A ug usL J 976. Supply of mach ines was comm~nced in September 
1975 and completed in July 197(). In May Fl75, th e suppliers cla im
ed price escalation (to Lhe ex LenL of 50 tJe r cent o[ full escalaLion) 
because of rise in Lhe cos t of material and wage structure. The 
i\Janagement appo inted (September I !J75) the Texti le Commissioner 
of f nclia (Bombay) as sole arbitrator t hough the purchase order did 
not contain ~u1y p rovision for ::irbitration and the p r ices accep!ed 
"TTe firm . Jn October 1976. Lhc arbitrator gave an a"\rnrcl for p:i.y
mcn 1 oE escalation of a sum of R s. l?.93 lakhs (LO the extent of 2 .) 

1Jl'I' ant of ful l escalation ) which was paid in October 1976. The 
l\fanagement sla ted (November 1978) that there was no alterna tive 
but 10 appo in t the ar bitrator as otherwise the execution oE th e pro
jec1s ,,·ou lcl have been delayed had 1 hr order been cancelled. 

(h) PU? l hasr of rot/on 

Cotton for Lhe spin ning m ills is p urchas1xl centrally aL Kanpur 
by the Company and its subsid ia ry th rough their respect ive 'Co11011 
Purchase Commiuee '. Cotton is purch:ised o n 'sample' basis ins
tead of on the basis o[ C. S. P. (Co un t, Streng th, Product) and 
Lrash con tcm sin ce the Comp:i.n y has no laborator y facili ties LO lest 
Lhcsc aspects though 1he la1er system has the advantage over the 
former of giving a clea1 idea to the co11on suppiiers about the 1ype 
of conon required by the Com pany. As a result, recoveries cl ue 
to defects in the cotton supplied Lo th e Com pany from the suppliers 
a re being made o n th e subjective judgmen t of the cotton m anager, 
wh ich procedure is avo idable. 

The l\ f anagement sta ted (November 1978) thaL !"lie Cotton Pur
ch ase Committee had a Collon Ma nager who was a cotton exper t 
and e\'en by \' isua l impection he was able LO tel l th e spinnabil ity, f'fc. 

of cotton. 

The following table indicates the types of defects in cotton sup
p l ies duri ng the years I 97G-77 and 1977-78 and the varying r::i tes of 
recovery e lf ectecl per candy (two bales of 360 kgs. approximately) for 
the same type of defect , wh ich the l\ f anagemen t ha expla ined can 
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be oE different degrees : 

Nature of defect Total Number Rate of recovery 
number of bales per candy ranging 
of bales found 

supplied defective From To 

(In Rupees) 
Company 

Inferior in grade 2,350 1,100 15 130 

Inferior in grade and more 1,700 500 25 120 
trash 

Short/weak in st aple 

More t ras h 1,800 640 40 150 

More trash and immat urn fibre 

More trash and irregularity in 
fibres 

More trash and weak in staple 

S itbsidiary Company ).To. I 

Inferior in grade 6,787 2,728 15 175 

Inferior in grade and more 2,140 1,087 40 200 
trash 

Short/weak in staple 2,250 802 25 200 

More trash 7,100 2,349 20 165 

More trash and immature fibre 598 197 45 80 

More trash and irregularity in ] ' ] 60 150 75 161 
fibres 

More t rash and weak in stapJe 4,752 ] ,292 50 350 

.2. 14. h w r.11 tor)1 con trol 

(a) The followj ng deficiencies were noticed in im·entory control: 

(i) The ma,'Ximum, minimum and ordering levels for each 
store item have not been fixed. 

(iQ Critical, non-critical, fast and slow moving items of stores 
have not been categorised . 

(iii ) The system of periodical reporting of ground balance 
of stores and sp:i res is not in vogue. 

~ 
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(iv) Norms for consumpLion of individ ual i.tems to locate 
exce~sive consumplion haYe not been fixed. 

(v) Stores accoun t ing manual has not been prepared (De
cember 1978). 

The ~Ianagement sta ted (N ovember 1978) that no manual for 
stores accounting wa~ requirecL under the Companies Act and that the 

Company had been preparing stores accounts as per standard practice 
o[ Lhe industry. 

(b) Plrysicrii verification of stores 

Physical verifia t ion of stores in R ae Barel i mill (manJgcd by the 
Subsidiary Compan y No. I ) conduc1ed in December l976 revealed 
shortages and excesses in stores valuing R s.0.8-! lakh and R s.0.22 lakh 
respectively. These shortages and excesses had ne ither been reported 
10 the Board of Director nor reconciled / adjusted. The Management 

. staled (November l 078) that the above shortages and excesses ·were 

under scrutiny. 

(c) M•1ciiine 11winte11a11Cf' management 

No manual prescribing m::i.chine ry maintenan ce sch edule \ \"aS pre
pared by the Compan y for th e guid::i.nce of maintenance incharges 

posted in each mill. 

The ~Janagcrn en t slated (Nm·ember 1978) that they had got a full 
Hedged qualified and exp erienced ~ l ::i.chin e ~faint en ance I11 charge ::it 

each mill and that no separate rn zrnu::i.1 was s tal ut orily required. 

2. 15 . Financial /wsition 

(a) T'he tabl e below summarises the financia l pos1r1on of the 

Company under broad headin gs fo r th e four years up to I ~)77-78: 

1974-7 :") 1975-7G 1976-77 l 977-78 

(Tn lakhs of R 11p<'es) 
LialJil-itie.s-

P 1\icl-u p capital (incl ucling l , 155 .00 1,5-1-5. 72 2,i577. 97 2,577 .97 

share appli cat ion mono~' and 
equity share deposits) 

Reserves a.ncl surplus 16 .22 22 21 29.71 244.25 



Borrowings 

From bank (cash credit.) 

From New Okhlu, Industrial 
Development Authority 

From Industrial F inance Cor
pora.tion of India 
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1974-75 1975-76 1976-77 1977-78 

(In lakhs of Rupees) 

2.92 178 .39 

100 .00 

484.50 

Trade dues and other current 4 .33 65 .86 226 .35 248 .86 
liabilities (includjng provi-
sions) 

'l'otaJ 1, 178.47 1,633 . 79 2,934 .03 3,733.97 

Assets

Gross block 

Less : Depreciation 

Net fixed assets 

Cn.pital works-in-progress 

Investmcnt.s 

Current nsset.s, loans and ad 
van ces 

M iscellanco us expencljture 

A cc·umulat ecl losses 

T ot11. l 

Cn.pital employed 
Net wol'f.h 

2 ,09 

0 .74 

1.35 

92.49 

293 .49 

791 .14 

4.58 

1.33 

3.25 

281 .G4 

700.01 

048 .89 

7 .05 l ,596 .62 

2 .14 247 .06 

4 . 91 1, 349 . 56 

1,345 .93 65 .85 

l ,040 .01 l ,040.01 

1)42 .43 

0 .75 

832 .15 

0.50 

445 .90 

1,17&. '\7 l ,G33 .7!) 2,934 .03 3,733 .97 

788.46 580.58 32 1. 29 1,935 .99 

1, ] 71 22 1,507 9~ 2,606 . 93 2,37 5 . 82 

Note: I. C:ip ital t·n1ployed rcp resem s net fixed assets plus working capital. 

<> Ne t wo1 th represen ts paid-up capital plus reserves less intangible 

asse ts. 

(b) B11dgelO'r)1 con trnl 

T he Com pany and its subsidiary had not prepared producLion, 
sa les, c:.ip iLal expendiLUre and finan cial budgets up to 1976-77. Only 
the performance / production budget \\'JS prpared for 1977-78. 

I 
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2.16. Int ernal audit 
T h e Company and i Ls subsidia ry luve n oL introduced a11y in Lcrna l 

au d i t. An internal auditor appointed by th e Sub!iidia ry Company 
No. I in April J976 r esigned in D ecember 1976. The Managem en t 
s tated (N ovember l 978) tha t an inte rna l a uc.li to1 had since (OcLober 

1978) been ::ippoin ted. 

2. 17. .rl [Ja11do111ne11 t of Sc/ie111e of central Jnoccssing house an d 
automatic loom 'll nits 

At the instance of th e Sta te Go,·e rnment, the Company su bm iued 
(Apri l 19/G) a proposal Lo Governmen t r ega rd i11 g setti 11g u p oE a 
central ised p rocess house w ith a c:ipaci Ly of 50,000 met rr'i a day at 
Unnao. T o improve the v iab ili Ly of Lhe sp inn inp; m i lls of 1 he Com
pan y and to utilise th e cap acity o f cen t ralised process ho use to the 
maxim um ex tenL, the Compan y a lso subm it ted (O ctobe r 19/o) :in 
application to Government for imta ll ing 1.500 au tom:it ic loom -300 
loo ms ~ n e::ch o f i ts n\·e spinning m ill s. The yarn 10 the loo ms was 
to be supplied by the spin ning mi ll oF Lhe Com pan y. wh ich were 
e· tab lishe<l to cater to the needs o f po werlooms and hancl looms in the 
decentralised ector. A sum o f R s. 378.'.?5 lakhs "a" rece ived ( i\larch 
1977) by th e Company fro m Governmen t for a utomat ic loo ms project. 
L e tters of inten t for insta lli ng p rocess hou .e an cl ::nnomat ic power
looms were is uecl by th e Governmen t o f Jndia in 1\Iay J ~177. T he 
work regarding prepar aLio n o f fea ibil ity r r ports o f the above projects 
was awJn le,1 (June I ~l/7) 10 ~' Bombtl)' fi rm :u R -; . 0.7.) la kh (pa it.! 
dur ing J une iq77 LO J ul y 1078). I n addition to 1hi-; pa) mCnl. the 
Com patt) in curred :m cx p t11 cl i1u r c o f R s. (U I b kh 0 11 accoun t of 
travelli ng a llowance, and soi l and waLer test ing . The sch r m e o f 
~cuing up of a u toma t ic loom u n iLs was. 11owever, d ropped by t he 
Board o f Directo rs of the Company in O ctober I ~) 77 a. iL 1rnu]d inevi
tably consume ::i pan of th e yarn produced b) 1he sp inni ng mi lls and 
::i lso compete 1v ith th e handloom an d pm\'cr loo m sector . T he process 
ho use p roject \\'as a lso d ropped (O cLobcr J !>7 7) hcctlme i1 wac; not 
l ike ly to auract sufficient busi ness from o u ts id e agencies. T he ex
pencli 1 u rc o f R s. J.06 lak h · incu rred on thr abO\ c mo schemes has. 
Lhm, pro,·ccl to be infnt c tu o u . The bahln cc ::i tnoun L o f R s. 377. 19 
la kh s ·was uti lisecl by t he Comp:111 y for its ,,·ork ing- capi tal up to Sep -
1ember l 078 aft er wh ich the same was ref undccl (O ctobe r 1978) 10 
the Sta te Governmen t. 
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The Management stated (May 1978) that in a developing orga
nisation i t was a usu al practice to spend money on research and 
thinking in terms of diversifi cation of new lines. In this connec
tion it may be stated that the object of establishing the Companies 
(holding as wel l as subsidiarie ) was LO suppl y yarn Lo clccen lra1isccl 
Sector of H :rnd loom and Powerloom and as such the quesLion of 
seuing up of automatic looms should not ha\·e arisen. At any rare, 
the basi on which the Scheme was not proceeded w ith was ,·cry 
much there, when it was decided to have the Scheme. 
2.18. Other jJoinls of interest 

(a) Sa 1 f's tax assessme11 t 
U ncler the U Ltar Pradesh Sales Tax Act, 194 8 as amended from 

time to time, sale o f cotton yarn LO dea lers is exempted From 
paymen t oE sa les Lax on production of a declaration in Form JUA 
obtainable from .the Sales Tax Departmen t. Due LO non-produc
tion oE the prescribed declaration , a sum of Rs.~.07 Jakhs was a r ss
ed (29th A ug ust 1977) as sales tax by the Sales T 1ax Dcpanmcnt. 
An ad hoc p:iymen t of R s. 0.50 lakh wa~ made by the Company in 
October 1977 and (or the bala nce of Rs.1.57 lakhs, s1ay order ~\"~is 

obtained in November J 977. The l\ [anagemen t stated (~ l ay ! 978) 
1 hat t he r eciui::. itc forms could not be produced clue to inexp.eriencc 
·OE the sa le depot sta ff who were no longer in the ~en· ice oE the 
Compan y. The case is pending w ith Sales Tax authoriti es (Decem
ber 1978. 

(!1) Excess jwymPnl of sa les tax 
o,,·ing to non-issue oE prescribed dccl:lration form to I he sup 

pliers, t he Company and its Sub. idiary Company No. I lost the bc11c· 
fi t of concessio na l sa les tax on purchaset. made, as shown below: 

St at e i:;n.IC's t nx 

Ccnt.rnl R'1 1cs lax 

P0riod of Value of Amount or 
pur0h::u::0R 1rnr0hascs h0n0fit 

l!J7G-77 l 
}-

1977-78 J 
Hl7 i)- 7G 
J 97G-77 

lost. 

(In ln.khs of Hupt'cs) 

2G .79 0.55 

7 .0:3 0 .42 
1 .4G 0.09 

-~ 

T he ~ l anagemcn r staled (Novem her 1978) 1 hat 1 rI -D fonns 
could not be i"sued Lo suppliers as those were not avai lable with the 

-
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Sales Tax Offices. lt w::is furLh.er stated that in the appl ication 
reg::irding registration for sales tax, under Cen Lral /Sales ~~x Act, 
certain items, viz. cement, electrical goods, de. were omiLted to be 
included initiall y and ;is such 'C' form could not be issued to Lhe 
suppliers. 

(c) Elcrt11c energy cliarge!; 

The Company entered in to (February J 972) an agreement with 
Uttar Pradesh Stare Electricity Board for gelling supply of electri
ci ty in Lhe spinning mill al Jhansi. The supply of energy to the 
mill at a single point commenced from 19th February 1977. Al
though energy wa.s be ing utilised for residential quarters in addition 
to factory, no separate meter to m ea,1:, ure such energy ·was got install
ed till July 1977, due Lo wh ich the mill was billed by the Board at 
a higher tariff, resulting in an extra payment oE Rs. 0.75 lakh from 
February to July 1977. 

(d) Paymem of de.murrage charges 
An ad lioc payment oE R s.0.58 lak b was made by the Subsidiary 

Company No. I , through its clearing~ agenls, to the Bombay port 
authorities in December 1077 on accoum of clemurrage charges on 
a consignment of J ,87 J bales oE Orleans/ Texas cotton weigh ing 118 
tonnes, received aga inst a contract of .March I 977 entered into by 
the Subsidiary Company No. l , ,·ith the Cotton Corporation of India 
L imi ted. Although the payment of demurrage charges was made 
due to strike in Bombay Pon Trust, no action )1ras taken Lo get the 
clcmurrage " ·aived from the port auLhorities. 

T1he i\fanagement tated (November !978) that they ha\'e a l
ready requested, se\·eral times, Bombay Pon Authorit ies to refund 
the amount of dem urrage charged by them, but they showed their 
inability LO do o. No documentary ev idence in support oE the 
statement was, howc\'er , made available ro Audit by the Company. 
(e) Prv1 css loss 

During April 1977 to August J 977, the percentage oE ''"aste in 
spinning process ranged between 1'1.67 and 17.l:J against the norm 
of 12.70 to l 11.65 fi xed (February I 977) by the Uttar Pradesh S1a1 e 
Spinning fill s Company (No. I) Limited on the basis of standard 
m1x10g. The extra colton ·waste over the norm was 0.10 lakh kg 
valu ing R s. 1.40 lakhs. After adj u ting the sale value of the usable 
wastage, the net loss on Lhis accoun t works out to R s. l .30 lakhs. 
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T he 1\fanagement slated (Seplcmber 1977) that the norms fixed 
were mean t for guicbnce and appraisal of Lhe technicians, and since 
the coLLon was not purchased on Lhe ba!) is of acLUal test result::;, ir 
\\ a::i not possib le LO achieYe the norms. I t was also stated that lhe 
percentage of usable wastage (which ranged from 0.:19 to 3.22 O\'e r 
nc,rm~ w;-is high due to ; l u 

(i) machines being in Lhc process of running-in; 
(i i) workers employed in the mill being umrainccl; 
(iii) inadeq uate ::itmospheric condit ions on .accoun t of de

lays in civi l "·orks and in commis:-. io11 ing of the plants; 
and 

(i' ") !)l1ortage of skilled labour. 

The .Management , tated (September 1978) thaL these norms 
were 01~ly meanL for the guidance of top management at Head 
l() fl ice and act uall y norms arc fixed to haYe a better grip over Lhe: 
Chief Excrnt i,·es of th e spinning mills. 

lt was further stated (December I 078) that the figures of extra 
couon \\"::l!)tC durin g- April 1977 to August J 977 ltave been compiled 
fron1 budget slatcment'>. which are not statutory records. 

T he matlcr was reported to Go,·crnment in Jul)' 1978; reply is 
;rn·ait ed (December 1978). 
9 10 s . I - · .. . 11111111111g 71 ") 

( I) The Lime-schedule for complet ion of nrn pha es j11 wl1ich 
! ti !)p i1 1ning mills were to be seL up was not det ermined. 

(~) Production of yarn in the spinning mill at Rea Bareli clur
rng l 9'i6-7 7 a1~ cl in all the e ight mil ls (except mill at 1\ feerut) d uring 
1D77-78 fell slton of tlte rated capacity mentioned in the respective 
project report s. Spindle ll l il isation :111d spindle efficiency of the 
mi lls \1·ere also lower titan that budgeted for by the Company. 

(~) Norms for Yarn re:il isat ion, visib le waste and invisible 
waste were not fi xed. 

(-1) Costing sy~tcm wa~ 1101 in troducccl up to ~farch 1978. 

C>) Cotton ,,·a:. purcl1a ed by \'isual inspection on sample basis 
in"lead of on the ba'> i" of co11nt, strength and product. in rhc ab· 
scncc of a couon tes1 ing laboratorr of rhc Company. 

(Ii) Shortages / excesses in swrc~ ·were not investigated and adjust-
eel 
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SECTION JI! 

T H E UT TAR PRADES H S1\l .t\ LL IN DUSTR IES 
CORPOR;\ T ION L l HTED 

3.01. lu iror!urtion 

T he Ullar Pradesh Sma ll 1 ndu!itries Corpor:Hion L imiled w:1s 
iiworporated on I :llh June I %8 as a who ll y-cHrned Government 
Company w ith a ,·ie w to promo Ling, st imulating and accelera ting 
the growth of small scale indust ries in ! he Stale. OE the various acti
vities incorporated in the memorandum of associat ion, the Com
pany con fin ed it elf Lo Lhe following activities: 

(,i) procuremenL and d istribu tion )of raw materials and 
coke; 

(ii) a~s isting the import of raw malerials inc1uding finance, 
insurance, shipp ing and clearance of con ignmen ts from the 
pon s; 

(iii) procurement and supply of i nd igeno us machinery Lo 
the entrepreneurs on hire purchase basis; 

(iv) assisting the estab lishment of u nils in specified ind us· 
tri al complexes ; 

(v) assisting the marketing of th e prod ucts of en trepre
neurs; 

(vi) selling of consumer goods to the public ; 

(vii ) operating some com mercial schemes of i ts own b y em 
p loying modern production techniques; and 

(v iii) stimulating en trep reneur h ip in small scale sector under 
joint venture in the backward d istri cts of the State. 

i\Ient ion abou t . om e aspects of the 'ivorking of the Company 
was made in paragraph 73 oE the R epon of the Comptroller and 
J\ud ilor General of India fo r Lhe year 1972-73. 

3.02. Orga 11 isational sel-11/J 

T he rna nagemen L of Lh e Co mpan y i ,·ested in a Board of D irec
tors consistin g- of a part-Lime C hair man . lVf:ln ao-in e: D irector and 

1,, J r ti t J 

seven ot her d irectors. 

29 
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3.03. CajJi taL structure 

The authorised capital of the Compan y is R upees one crore. 
Tltc pa id-up cap ital was Rs. 65 lakhs as on 3 l sl March 1978, which 
\\'as fu ll y stt b!>cribecl by the Stale G overnment. The p osit ion of 
cyu ity capital, resen c~ a nd surpl us, borrowings and grants / subsidy 
(wh ich \':ere the ma in sources o[ fi n a1 1cc), a l the close of each of the 
fo ur years u p LO E177-78, \\·;i.., a-. under: 

l974-75 1075-76 1970-77 Hl77-78 
(Jn lald1S of Rupees) 

E quiLy capiLal o5 .oo (jJ .00 65.00 65 .00 
Bono wings (ill .56 550.18 GOJ .58 657 .81 
R eceipt fro m Lhc ' t ~llC GO\-- 101 .OS 70 .00 48 .18 72 .62 

ernment for fruplcmcniat.ion of 
certain schemes 

Reserves and sm·plus 55 .39 60 .92 68 .46 70 .43 

The debt equiL ratio, wh ich was 5 : l in I 974-7.>) , became 7 : l 
111 J 977-78 owing to more bor rowings by the Compan y. 

3.0-1. Borrowings 

In addi tion t.o the borrowings from the Sta te GO\·ernmen t, the 
Company has been o bta ining institu tional finance for implemen ting 
the hire purchase, package assistance p rogram m e and o ther Lrad in15 
act ivit ies a nd the com m itmen ts made thereunder. 

The Stale Government loans (R s. 303.22 lakhs in l 975-'7G. 
R s. 309A8 lakhs in 1976-77 and R s. 286.74 lak hs in 1977-78) car ried 
interest at rates varying from seven and a half jJer cent co 15 per cent 
with r eb ate for time]y paym ents of instalm ents of pr inci pal anrl 
inter est, provided t.here were no arr ears; rate of the rebate varied 
from two pf'r cenl to three and a half per ant. R eba te for one 
year, vi7.. I ~)76-77 alo11 c, am ou nted to R s. 3.87 hkhs. ·which could not 
be ava il ed of owing to delayed r epayment oE loan instalm ents and 
p ay111en t of interest to the State Governmen t. 

AgTecmcnts, in corporating t he terms and cond itions of the loans 
an d creating a float ing ch arge on the en t ir e assets of the Company, 
required to be execu ted ·within one mon th from the d are of dr~wal 
of th e loans, bave not been executed (March 1979). The M anage
m ent stated (December 1978) th a t Governmen t h as been r equested 

,• 
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for exemption of stamp duty required for execution of the 
agreements. 

The loam raised (Rs. 55 .59 lakhs as on 3 1st March 1978) from 
Uu ar Pradesh State Industrial Development Corporal ion Limited 
(UPSlDC) carry in Lerest at l '.2~ j)(ff Cf'll l per annum . 

The loans from various banks (R s. 180.38 lakhs ou t::. taucling on 
3hL J\larch 1978) obLained against h ypothecation of stock, m achines, 
elc., carried i11 tcrest at rates ranging from 14 to 16 fJer cent per 
annum. In addition, a deposit of Rs. 30 lakhs was also taken from 
Uttar Pradesh Advocates W elfare Fund Trust in Apri l 1974, which 
carried interest at 12 per cent per annum. In order LO reduce the 
burden of interest charges on loans, the Company floated (197G-77) 
unsecured debentures of R s. l 05 lakhs carrying interest at I 0·25 jJ er 

cent per annum and bank loan was reduced from Rs.147·79 lakhs to 
R s. 51.04 lakhs. Rupees 32.64 lakhs towards principal (Rs. 18.59 
lakhs) and interest (R s. 14.05 lakhs) were paid to the State Govern
men t during 1976-77. 

3.05. N on-utilisation of grants and loans 

Gran ts of Rs. 28.80 lakhs and loans of Rs. 33 .3 I lakhs, as detail
ed below, received from Governmen t for specific purposes and 
required to be utilised within one year of r eceipt, remained un
utilised (March 1978) : 

Na.me of scheme Year of Amoun t 
sanction received 

and 

Amount 
utilised 

Balance 
unutilised 

(31st 
March 

1978) 
receipt 

P ackage assistance pro
gramme for educat ed 
unemployed 

Loans 1972-73 

1974-75 

Grants 1972-73 

1974-75 

(In lakhs of Rupees) 

46 . 6Gj 
~ 30 .83 17 .49 

7 .66j 

23.34] 
~ 20 .11 13 .42 

10.19J 

Further 
utrnsation 

up to 
March 

1979 
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Name of scheme Year of Amount Amount Balance Further 
sanction received utilised unutilised utilisation 

and (3 l st up to 
receip·t l\Ja:rch March 

J978) 1979 

(In lakhs of Rupees) 

Grant for backward 
areas technic.1.l 
consultancy ] 072-73 2,00 0.22 ] .78 

Grant for technical 1072-73 l .501 
information ser-

I .ooJ 2.89 0 .11 
vice 1973-74 

Grant fol' ma,rket 1973-74 0.70 0 .18 0.52 Refunded 
survey 

Grant for prepara- 1973-7.J: 6.00 G.00 2.52 
tion of project 
reports 

Grant for establish- 1973-74 5 . 00 0·88 4 .12 Refw1ded 
ment of chemical 
complexes 

Loan for equity 1973-74 18.20 14 .83 3.37 3 .37 
participation ... 

Loan for working 1971-72 6.301 
capital 10.00 6.30 Refunded 

1972-73 10 .00 J 

}fargin money ad- 1973-74 5 .00l 
vance for hire 

l .3oJ 6.30 1 .04 Re-
purchase scheme 1974-75 funded 

Margin money 1073-74 5 .001 I grant for hfre ~ 6.02 0 .28 
purchase scheme 1974-75 1 .30 J 

Interest su bsicly for 1974-75 1 .001 
hire purchase J 975-76 0.10 >- 3.24 1.86 I . ~ 6 

scheme 1976-77 4.00J 

Grant for establish- 107U-77 1 .20 0 .49 0.71 0.71 
ment of trade -centres 

3.06. Finrmrial position 

The finan cial posit ion of th e Company, under th e broad head-
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ings, for the four years up to 1977-78, ·was as under: 

Liabilities-

Paid-up capital 

Reserves and surplus 

Borrowings (includjng cash 
credit) 

Trade dues and other current 
liabilities (including provi
sions) 

A8set&

Gross block 

Total 

Less : Depreciation 

Net fixed assets 

Capital works-in-progress 

1974-7:3 1975-76 1976-77 

(In lakhs of Rupees) 

65.00 

55.39 

611 .56 

373 .23 

6.) .00 

60.92 

550 .18 

301 .34 

65 .00 

68 .46 

601 .58 

264 .07 

1977-78 

65.00 

70 .43 

657 .81 

297.61 

1,105 .18 977 .44 999 .11 1,090 .85 

28 .30 

8 .87 

19 .43 

1 .60 

28.89 

10.24 

18.65 

1.60 

34.75 

10.87 

23.88 

0.10 

3 '3 .64 

11.46 

22.18 

Investments 10 .82 14 .14 14,83 14 .83 

Current assets, loans 1,073 .33 943 .05 958 .:31 1,052 .23 
and advances 

Intangible assets (expenses on 1. 79 1 .61 
issue of debentures) 

Total 1,105 .18 977 .44 999 .11 1,090 .85 

Capital employed 719 .53 660 .36 718 .32 776 .80 

Net worth 120 .39 125 .92 131.67 133.82 

NoTE:-1. Capital employed represents net fixed assets (excluding capi
tal works-in-progress) plus working capital. 

2. Net worth represents paid-up capital plus reserves les8 
intangible assets. 

3.07. Working results 

During the four years up to 1977-78, the Company earned net 
• profits (a£ter provision of tax) of Rs. 10· l 6 lakhs, Rs. 9.59 lakhs, 
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Rs. 6-28 lakhs and Rs.2-38 lakhs respectively. The decline in profit 
of the Company was attribu ted by the Management (December 1978) 
to accumulation oE unsold slock of finished goods and the reduction 
in Lhe margin of profit . . 
3.08. Procurement and distrib ution of raw materials 

The Company undertook procurement of various scarce ra.w 
materials, both imported and indigenous, for supply to the sm::ill 
scale industr ies and operated upon import licences / release orders 
issued to small scale industries, by clubbing them together for plac
ing indents on fore ign or indigenous suppliers. The main raw 
materials procured are iron and steel, non-ferrous metals (copper, 
zinc, aluminium, etc.), chemical ·, woollen yarn, dyes, etc. These 
are issued to mall cale industrial units through various depots of 
the Compan y, by adding service charges to the cost of these raw 
materials. Government also entrusted to the Company, in March 
1974, the La!ik of procurement and distribution of text book printing 
paper for Lh e State. T he Company also undertook (January 1975) 
a scheme for procurement of hard coke / steam coal in bulk consign
men ts and Lo supply it to the small scale industries of the State, 
mainly gla s and ceramic ind us tries. 

T he Company adopted a system of bulk indenting and di~tri

bution of the materials on the basis of master lists prepared by the 
Director of Industrie . With the help of these lists it could be 
possible to plan more accurately the indents destination-wise and to 

supplement the requirements by the stock-yard arrivals, where neces
sary. Under the scheme, the parties ·were required to deposit fi \'e 
per cent of the cost of materials, as advance, with the Company 
before procurement and the balance, alongwith service charges, was 
payable at the time of lifting the material. If the materials were 
not lifted by the parties within 90 days of receipt of material by the 
Company, the advances of the parties stood forfei ted and the Com
pan y, ·wi th the permission of the Sta te Government, was at liberty 
to sell them by auction or by obtaining tenders/ quota tions for the 
same. In the absence of any clause in the agreement, the losses, if 
any, on the ales, a indicated in the cases discussed in subsequent 
paragraph~, could not be r ecovered from Lh e parties and were borne 
br, the Company. 
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Cornpararive posiLion oE the purchases and sale of raw materials 
for the four vcars up LO 1977-78 had been as under: 

~amo of the material 1974-75 1975-76 1976-77 J 977-78 

Purchases Sa.los PurchMes Sales Puroho..~es Sa.les Puroha.ses Sa.les 

(i) Iron and Stoel 

Quant ity (in ton- 29,384 26,997 7,216 8,9.31 10,87 L 12,958 20,833 17,998 
nes) 

Value (i.n lakhs of 562 69 612·76 130.26 192·29 179°00 235·76 366. 87 354, 15 
R upees) 

(ii) Non-ferrous metals 
a nd chemicals 

Quantity (in tonnes) 2,896 2,691 372 576 2,064 2,111 2,000 2,219 

Value (inla.khsof 147°87 127 · 55 58·32 9'1°29 117 .oo 130 ·62 131· 77 123 · 37 
Rupees) 

(iii) Woollen yam 

Quantity (in ton- 107 73 220 271 292 324 304 304 
nes) 

Value (ill lakhs of izo.01 88° 41 59·66 76·82 91·00 101 °76 106·36 108·44 
Rupees) 

(iv) Coke/coal 

Qua ntity (in ton- 23, 141 23, 149 51,621 50,233 47,940 47,268 74,559 74,449 
nes) 

Value (i.n lakhs of 
Rupees ) 

47. 70 51· 85 119 . 23 122· 34 112 . 78 116 . 74 119°40 128 ·58 

(v) Text book papor 

Quantity (ill ton- 3,890 2,450 l ,430 7 3 
nes) 

Val ue (in lakhs of 12 ) . 42 85·57 52· 22 0.20 0· 12 
Rupees) 

The Company has not worked out th e profit/ loss for each 
individual activity/ material. 

(a) Loss on the sale of iron and steel 

Tenders for the sale of iron and steel of various sizes lying at 
Naini (Allahabad), Agra, Lucknow, Kanpur and Gorakhpur depots, 
procured for the small scale units but not lifted by them, were invit
ed in May 1978 after obtaining the permission (April 1978) from the 
State Government. As the market rates were on the increase due to 
increase in excise duty by the Government of India, the Depot Man
agers were instructed (] un e' 1978) not to sell the stock without finali
sation of the tenders, already obtained and opened Qune 1978). How
ever, in contravention of the' orders issued and without ·waiting for 



unalisation of the tenders, the Depot Manager· sold (June J 978) V3ri
ous iron and steel materials (366· I 0 l tonnes) at the depot selling rates 
which were much lower than the tendered / market rates. The se'll
i ng of such materials at a lower rate, when the higher rates of the 
lnarket as well as of tenders wer e known to the Company, resu lted in 
a reduction in profit of Rs. l ·14 lakh to the Company. 

(b) Loss~s d e. of non-ferrous metals and chemicals 

(i) Minerals and Metals Trading Corporation of India Limited 
(Ml\'ITC, a CenLra] Go\'ernment Undertaking) issued 'sale notes'* to 

53 parties of Uttar Pradesh for purchase of 94 tonnes of zinc slabs 
during 1973-74 and 197-±-75. These· parties surrendered their sale 
notes to the Company which procured the material (value: Rs.1 5-68 
lakhs) on their behalf, after obtaining security deposit (Rs.0-33 lakh) 
from them. The Company kept the material at its raw material 
depot at Moradabad, su'bsequen tly t ransferred to Bareilly depot in 
1975-76. The parties did not lift the material and the same was auc
tioned (July 1976) for Rs. 14.08 lakhs. T 1he loss to the Company on 
this accoun t, after adjustment of the security deposit (Rs.0.33 lakh) 
lnd the realisable service charge (Rs.0·21 lakh) was Rs. l ·28 lakhs. 

(ii) The Company obtained zinc cathode, zinc slabs, etc. from 
Hindustan Zinc Limited (H ZL, a Central Government Undertaking) 
during 1972-73 to 1974-75 against the State quota for supply to small 
scale industrial units on the basis of their requirements and the re
commendations of the Director of Industries. T he stock of the 
materials with the Company at the end of 1974-75 was 11 2·74 tonnes 
valuing R s. J 5·89 lakhs. As the prices we're showing a do·wnward 
trend and the parties did not lift any material during 1974-75, the 
Board of Director decided (Jun e 1975) to d i pose of the en tire stock 
by invitation of tenders. Accordingly, the Company disposed of 
(August 1975) the entire tock at Rs. 13·77 lakhs which resulted in a 
loss of Rs.2· J 2 lakhs. 

(iii) T he Company, on the basis of the re'quirements of small 
scale industrial uni ts and the recommendations of Director of Indus
ries, purcha ed 1.22 tonnes of cadmium metal (value: 1.38 lakhs) 

* ~ale notes are the release orders issued by the Government of India for 
the import of cana lised items through the agencies, such as STC and MiMTC. 
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from HZL during 1974-75 fo r sale to the units at Rs.166:so per kg. 
Due to fall in market price only 0· 15 tonne could be sold :iL Rs. 128·00 
per kg. and the balance (1·07 tonnes, value: Rs. 1·21 lakhs) remained 
unlifted (December I 978). Tenders " ·ere invited (May 1978) for 
disposal of the material but the tenders received were noL accepted 
as the rate quoted was much lower than the holding price of the 
Company. The Managemen t stated (August 1978) that the selling 
price of the Company was nearly double than the market price and 
h ence none of the units was willing to lift the material. 

(iv) During the years 1973-74 and 197·1-75, the Company import
ed 206 tonnes of zinc ingots. through '.\IMTC at a cost of Rs.30·78 
lakhs, against 'sale notes' surrendered by 11 3 parties. The material 
was not lifted by the parties. It was decided (September 1975) to 
dispose of the material by in vi tation of tenders. The material was 
disposed of in November / December 1975 for Rs.23·61 lakhs, result
ing in a loss of Rs.7·17 lakhs (without adjustment of their secu
rity deposits) excluding Lorage charges and the in tere ton the amount 
blocked. 

(v) The Company arranged (July 1974) for import of 4·2 tonnes 
phthalic anhydride. on behalf of a firm of Rae Bareli, rhrough the 
State Trading Corporation of l ndia Limited (STC). The material 
valued at Rs.0·68 lakh (including service charges), received in the raw 
material depot of the Compan y at Lucknow in Novemlber 1974, had 
not been lifted by the party. lihe Management decided (June 1977) 
to dispose it of by inviting tenders. T he total cost of holding the 
mattrial (Rs.0·94 lakh1. including· godown ren t and in tere. t charges 
np to June 1976 worked out to Rs.22·22 per kg. Quotations received 
(June 1977) from two firms by the Company (quoting R .8 per kg.) 
indicated that they were already purchasing this material at Rs.8·00 
per kg. and we're not willing to have it at a rate higher than that. 
The material was lying unsold (December 1978) with the Company 
since November 1974. The advance to,,·ards security deposi t 
(Rs.2,970) has also remain ed unadjusted. 

(c) Loss on sale of text book printing paper 

The State Government entru. ted (i\Iarch 1974) to the Cennpaay 
a scheme for procurement of printing pape'r from specified mills ane. 
its distribution LO Lhe publishers of text hooks for schools and colleg-
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es, nominated by the Education Department. T he Company borrow
ed Quly 1974) Rupee's one crore from Uttar Pradesh State Industrial 
Development Corporation Limited (UPSIDC), carrying interest at 10 
per cent per annum u p to March 19715 and 12 per cent thereafter, for 
operation of the scheme. The State Governmen t allotted 3,000 ton
nes of printing paper in J uly 197•1, the sell ing price of which was 
worked out by the Management as Rs.3,410 per tonne on the assump
tion that all the stock ·would 'be sold out w ithin a period of six months. 
The State' Governmen t further allotted 2,500 tonnes of printing paper 
in August 1974. The Company, however, procured only 3,890 ton
n_es of printing paper (value: Rs.120·42 lakh ) in August 1974 which 
was sold for Rs 138. 11 lakhs, as deta iled below: 

1974-75 

1975-76 

1976-77 
1977-78 

Year of sale Quantity 
(in tonnes) 

2,450 

1,430 
7 

3 

Value 
(in lakhs of 

Rupees) 

85.57 
52.22 

0 .20 

0 .12 

T he Company repaid Rs.16 lakhs in December 1974. R s. IO lakhs 
in June 1975. Rs.20 lakhs in J uly 1975 and Rs.54 lakh in September 
J 977 to the UPSIDC. Tthe interest accrued and due up to August 
1977, and not paid. aggregated Rs. 17 ·38 lakhs (March 1979). 

T he cost of sa les of the text book printing paper, alongwith inter
est and incidentals, worked out by the Management, was R s.3,755 per 
tonne, against the average sale price of R s.3,!150 per tonne. The 
Company, thus, incurred a loss of Rs.7-96 lakhs on th is scheme. 

3.09. hnjJOrl of raw 1nnterials 

Under a scheme formulated by the Company in Apr il 1970, 
assistance is r endered to licence holders for importing material on 
their behalf by clubbing together several small value licences and 
placing bulk orders with foreign uppliers. Apart from surrender
ing the I i c~nce Lo the Company. the' licence holder was rLqu irecl to 
deposiL .an amoun t equivalent to 10 jHT cent of CIF value of the 
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goods to be imported against the licence. Assistance· is also rendered 
in financing import of materials and issuing the same in instalments. 
The licence holders are required to lift the' goods H·ithin three months 
of the issue of delivery orders to them. failing ·whi ch their security 
deposits are' liable to be forfeited. The Company is also entitled to 
realise the dues by disposal of materials, not lifted, after obtaining 
permission from the Deputy Chief Controller of Imports and Exports. 

The position of sale notes / import lice'nces processed by the Com
pany during 1973-74 to 1977-78 through Lhe canalising agencies was 
as under: 

Number of Number of Value 
sale notes import (Tn lakhs of 
processed licences Rupees) 

processed 

1973-74 199 40 51.00 
1974~75 170 18 56 .03 
1975-76 16 10 16 .00 
1976-77 23 7 106.00 
1977-78 8 15 102 .00 

The reduction in business during 1975-76 was reportedly (Octo
ber 1976) due to the increase· in prices of materials offered ·by the cana
lising agencies, which did not compare ' favourably with the market 
price of those products. 

Test check (July 1977) of record showed that the non-ferrous 
metals and chemicals imported during 197 1-72 to 1975-76, not lifted 
by 28 parties (value : Rs.63.94 lakhs), were awaiting di posal. The 
Management informed (December 1978) that materials Yalu ing R s. 
46.94 lakhs have since either been disposed of or lifted by the par ties. 
It was further stated that in some cases recovery cerificates have been 
issued to the District Magistrates to r ealise the dues as arrears of land 
revenue or cases were pending i11 courts. 

Losses, etc. of imported materials 

(i) For the import of bearings and spares, etc., from a vVest Ger
man firm, the Uttar Pradesh State' Road Transport Corporation handed 
over (November 1973) their import licence of November 1972 to the 
Company, along wit11 a letter of authority. After shipment of the con
signment Qune 1974) the documents ·were retired by the Company 
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from the bank on 30th August 1974 and sent to the clearing agents in 
Bombay on 6th September 1974. The goods landed in Bombay in 
September 1974 and were got cleared from the Customs -by the clear
ing agents but were despatched by rail to Kanpur on 4th December 
l 974, i.e. three' months after their release. The deli very of the con
signment was taken from the Railways by someone on 24th Decem
ber 1974 on the basis oE a forged letter oE authori ty of the Project 
Manager of the Company. The Company was not aware oE the lan
ding of goods in Bombay or their despatch to Kanpur. The receipt 
of the goods at Kanpur, after an enquiry from the clearing agents, 
became known to the Company in March 1975 and the alleged forgery, 
after enquiry from the Railways. in June 1975. The Company asked 
(July 1975) the clearing agen ts to lodge a claim with the insurers: 
claims were lodged in March 1976. The insurers rejected the claims 
on the grounds that (a) the cover under the policy had terminated 60 
days after discharge of the goods from vessel. during which period the -
goods should have reached the de'Stination and (b) the extension of 
the validity period of the insuran ce policy wa not sought for in time 
from the imurers. Legal notice ·were en t (21st October 1975) to the 
clearing agen ts and the Railways for recovery of Rs. 2.88 lakhs on 
account of the value of the consignmen t and transportation and insu-
rance charge . \i\lfole the clearing agent had accepted (December 
1975) the delay on their part in despatching the goods. the Railways 
pleaded (December 1975) that they delivered the goods (against forged 
letter of authority) in good faith . Neither the clearing agents were 
asked to pay any compensation nor the legal position in reg;ard to the 
Railway's plea was examined. The matter is. however. under investi-
gation b y the Criminal Investigation Department (March 1979). 

(ii) During 1974-7 .~. the Company imported 4,435 kg. oE poly
thene moulding alkathene powder through State Trading Corpora
tion of India Limi ted at a cost of Ro;.0 .65 lakh. including freight. in
surance. etc. There was no consumption in 1974-75 and only 297 
kg. were consumed in 1975-76 by the Company at its Sports Goods 
Factory. Dehradun . The balance quan tity (4 .1 38 kg.) valued at 
Rs.0.60 lakh wao; lying unu tiliscd (March l 979). T •he Management 
~La ted (Jun e 1077) that the plastic gra ins manufactured in India 
were cheaper than rhe im ported one'i anc1 as such the indu tries pre, 
fcrred the indigenous ra,,· materials 
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3.10. H ire purchase scheme 

(i) T ill the do e of 1973-74, nhe Compan y received loans of 
Rs. 320.50 lakhs from the State Government under the scheme and 
u ti lised it to the extent of R s.3 10.34 lakhs by 31st M arch 1974. 
Government stopped fin ancing the scheme after 1973-74 wh en the 
Company had ou tstand ing commi tments for R .91.52 lakhs to the 
prospective en trepreneurs. To honour these commitments. the Com
pany supplied machines of th e value of Rs. 7G lakhs during 1974-75 
to 1977-78 to entrepreneu rs by borrowing fonds from banks at 14t / 
l .'1 per cent per annum. Government. however, reimbursed only 
Rs.56 lakhs (Rs. 10 lakhs in March 1975. Rs.22.72 lakhs in O ctober 
1975 and Rs.23.28 lakhs during February / March 1977). 

(ii) The loans granted by Government could earn rebate rang
ing from two to th ree and a h alf per cent for t imely payment of ins
talments of principal and interest. provided there were no arrears. 
Out of the total loan of Rs.376.50 Jakhs received from the State Gov
ernmen t till 1977-78, the Company paid R s. 105.28 lakhs towards 
prin cipal and Rs.147. 11 lakhs towards interest. Amount of rebate 
lost due to delayed payments of instalments was not determined. 
The Management stated (August 1978) that Government had been 
approached (July l 976) for re-scheduling the instalments of princi
pal and in terest: decision was awaited (March 1979). 

(iii) After Government stopped fin ancing th e hire purchase 
scheme. the Company decided (March 1974\ to continue it in coIIa
boration ·with the State Bank of India. another bank and the Uttar 
Pradesh Financial Corporation (UPFC) for rendering the same finan
cial assistance to the prospective en trepreneurs on the same terms 
and conditiom as under the old h ire purchase scheme. The entre
preneurs were required to en ter into an agreement with the finan
cial institutions direct and to repay the loan and interest directly 
to the fin ancial institutions granting loan to them. The State Gov
ernment, however, also agreed (Mllrch 1974) to grant an in terest 
subsidy eq ual to ~ f7 N cent on the loans obtained by the Company 
a t higher rates from the banks for fin ancing the scheme from 1974-75 
onwards. 

The Board of Directors of the Com p:rnv ohserved (August Hl77) 
that the runnin 1:?; of the Hi re Purcha c cheme had not been satis· 
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factory and appoin ted a committee (AugusL l 977) Lo rev iew the 
·working of the scheme. The comm ittee 1 ecomrnended (March 1978) 
for wind ing up of the cheme due Lo poor response, continuous 
losses, h igher rates of in terest and procedural d ifficulties. T h e re
port of th e committee was pu t up before the Board of Directors on 
7th April 1978. The recommendation of the committee, was h ow
ever, no t agreed Lo by the Company on the ground that con tinuous 
losses ·were not due to the present scheme b ut on accoun t of (i) dif
ference in the interest payable to Govern ment and that recoverable 
from h ire'rs under the old scheme, (ii) meagre disbursem ent of 
loans during 1975-76 and 1976-77, (iii) cost of establishmen t remain
ing the same for about 1.300 cases under the old sch eme and (iv) re
sched uliug of loans as per Government directive , thereby waiving 
penal in terest in th ese cases. 

(iv) Inspection of si tes 

Inspection of site's of en trep reneurs by the Company during March 
1976 to October 1976 revealed that 12 parties to whom machines 
(value : Rs.2.64 lakhs) were given on hire purchase' and from whom 
the instalmen ts due were n ot forth coming. were not in existen ce' 
and nin e parties had either sold out thei r machines (value: Rs. l .26 
lakhs) withou t the permission of the Company or h ired them out to 
some other parties. T heir deposits (Rs.0.39 lakh) were forfeited 
(December 1976) by the Company. T he Management stated (De
r tmber 1978) tha t FIRs have been lodged against these parties. 

(v) M achin ery re-possessed 

Owin g to non-payment of instalments of pri ncipal and interes t 
(Rs.0.18 lakh and Rs.0.02 lakh respectively) by a par ty, a machine 
valued a t Rs.0.20 lakh was re-possessed d ur ing 1971-72 and sold to 
another par ty at Rs. 0.08 lakh (i .e. at a lo s of Rs.0.1 2 lak h). During 
1975-76. mach ines valued at R s. 2·83 lakhs were re-possessed from 
four defau lting hirers (principal: Rs. 2.17 lakhs and interest : R s. 0.66 
lakh) and sold (August 1976) at a loss of Rs.2.02 lakhs. R easons for 
losses sustained in the resale of the mach ine have not been investi
gated (December l 978). 

3.11. Paclwge assistance schemr· 

T o create opportuni t ies for Ll1e c<lucated unemployed, the 
Company prepared ( 1972-73) a 'package assistance scheme'. The 
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scheme envisaged e'S tablishment of fun ctional industrial estates where 
the Company would assist the en trepreneurs by conducting prelimi
nary market urvey. inden tification oE products, acquisition and deve·
lopment of land, construction of bu ildings, roads and factory sheds, 
preparation of project profiles and detailed project repor ts, purchase of 
machinery and e'qu ipment, making available working capital and tech
nical consultancy, including training, and helping in the marketing of 
products manufactured by the' entrepreneurs. The entrepreneurs are 
required to deposi t five per cen t of the total cost of the project with 
the Company to be entitled to the above benefits under the scheme'. 
T he Company borrows 90 per cent of the cost of the' project from finan
cial insti tu tions, i.e. UPFC and banks in the shape of a br idging loan 
and five per cent of the cost of the project from Government, for pro
viding fin ancial assistan ce· to the entrepreneurs. 

Under the scheme, two complexes , v iz. Building Material Com
plex and Scooters Ancillary Estate for 15 and 30 entr epreneurs were' 
proposed (October 1972) by the Managemen t to 'be set up at R ae' 
Hareli and Lucknow respectively. Gover nment advanced loans of 
Rs.35 lakhs for each of the' complexes, which were d isbursed to the 
Company in January and March I 973 respectively. One-third of 
th ese loans (Rs.23 .34 lakhs) was treated (March 1973) as grant to the 
Company. T hese complexes were' scheduled to be completed in J an
uary and April 1974 r espectively b ut were completed in March 1976. 
T he delay was attribu ted by the· Managemen t (November ] 978) to 
power shortage. T he total expend iture incurred on Bu ilding Mate
r ial Complex at Rae Bareli was Rs.25.43 lakhs. Scooters India Limit
ed was advanced Rs.50.80 lakhs (May 1973) a t its request, for the cons
truction of sheds in the Scooters An cillary Estate a t Lucknow, of 
·which an expenditure of Rs.33 .31 lakhs was incurred by them up to 
M arcb 1977. The balance of Rs. 17.49 lakhs was refundable to the 
State Governm e'nt in accordance with the terms and conditions of 
the loan /grant. La ter , Scooters India Limited constructed some 
aclclitjonal sheds, ·wi thout the con en t of the Company and desired 
adjustmen t of the expenditure of Rs.] 2.07 lakhs out of the balance 
refundable. The Company did not agree (jnly 1978) to such ad
_justment and desired the refund of the balance amou nt, alongwith 
in terest thereon. T he balance due for recovery. including in terest 
up to Septemlber 1978, amounted to Rs.23.24- lakhs (December 1978). 
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3.12. ~Marketing Assistance Scheme 

The Company sponsored ( l 97 1-72) a ' Marketing Assistance
Scheme' to assist the small-scale uni ts in selling their products. As 
per instructions of the State Government, small-scale industrial units 
registered with the Company were entitled to a price preference of 
15 per cent on their products. The tenders / enquiries invited by 
various Government departments and undertakings were passed on 
by the Company to the units and the rates offered by those units 
were' quoted by the Company on their behalf in response to those 
tenders / enquiries. The orders, when received. were also passed on 
to the units for supplying the goods. The Company guaran tees the 
quality and the timely delivery of the products. 

Under the scheme. the manufacturing units of small-scale in
dustries of the State, having an investment up to Rs.10 lakhs in plant 
and machinery and up to R s. 15 lakhs if they were ancillaries , were 
entitled to avail of the facility. They were to get themselves regis
tered with the Company up to 15th August 1976 and thereafter with 
the Director of 1 ndustr ies. The registration ccnificate is issued for 
a period of two years only. duri ng wh ich period the units can avail of 
the faci lity. Service charge. of two to fo1u- f7N a11f are levied for 
this assistance, depending on the value of the orders procured for 
the.m . 

The following table would indicate the workino- of the b cheme 
during the years 197 1-72 to 1977-78 : 

Number Number Value enrice Expenses 
of units of units of orders charges incurred 

registered ~ssisted procured received 
during during 

the year the year 

(1n lakhs of Rupees) 

1971-72 Not 20 3 .o 0.06 0 .42 
available 

1972-73 43 24 3.2 0.06 0 .42 
1973-74 23 30 10.0 0.20 0.42 
1974-75 16 19 3.9 0 .08 l .75 
197.'5-7G 215 l7 27 .0 0.72 1 .75 
1976-77 8!) 30 75 .0 0.49 0.84 
1977-78 39 50 32.0 l.65 I .2 

Total 3 .26 6.88 

J 

I 

·. 
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Operation of the scheme thm, resu lted in a ,loss of Rs.3.62 lakhs. 

The ,\fanagement staLccl (Augu t I 978) that the scheme was be
ing exam ined and Government had been informecl(November 1977) 
of the unsatisfactory working of th e scheme. T he r e ul ts of exami
nation and the comments of Government, if any, were awaited 
(March 1979). 

~L 13. Establis/11ncnt of tradf' centres 

Jn August 1975, the Government of India sanctioned a scheme 
for setting up of a num'ber of trade centres for providing integrated 
marketing assistance to small-scale indusLrie. by offering facilities of 
exhi bition room, display hall, conference room, library and collec
t ion and dissemination of information regarding various markets. 
The expendi ture on the estalb li shment of trade centres was to be 
shared equally by Lhe Governmen t of India and the State Govern
ment. T he share of the State Government was Lo be released after 
utilisation of the Central ass istance. The Board of Directors pro
po eel (December 1975) to e'Stablish five trade centres in the State; 
one at Kanpur during 1976-77 and the others in the following two 
year . T h e Government of Ind ia approved (November 1976) the' 
setting up of the trade centre at Kanpur and released Rs. l.20 lakhs 
as grant for the purpose through the State Governmen t in March 
1977. As the funds were not received from the State Government, 
the establishmen t of the trade centre at Kanpur was postponed 
(March 1977) to 1977-78 and others up to 1979-80. The Company 
requested the State Government in June' 1977 for according appro
va l to the sch eme and releasing fund . Th e State Government ap
proved the scheme and released Rs.1.50 lak h in March J 978. The' 
Government of India fur ther released a sum of Rs.0.80 lakh, through 
the State· Governmen t, in February 1978 which has not been availed 
of by the Compan y (March 1979). The sch eme has not made any 
headway except for the hiri ng of a building in September 1978 for 
office-cum-trade centre at a month ly ren t of Rs.7,500 and the pos
ting of some staff of the Company in the centre. The expenditure 
on estalblishment till August 1978 had been R .0.67 lakh . The 
Managemen t stated (December l 978) tha t the work of establishing 
trade centre' could not be taken up in time due to non-availalbility 
of a proper site and delay in receipt of Go\'ernment san ction. 
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3. 14 . UfJ/iar Yojnn 

T he Company formulated 'Uphar Yojna' in August 1976 to 
streamline the distribution of consumer good by procu ring directly 
from the manufacturers and dis1:ribuLing these to consumers. To 
begin with, it was envisaged to deal in readymade garments, hand
loom cloth, footwear, 'Nashing soaps, detergents and stationery items. 
T he goods were LO be purchased from the small cale industrial units 
for sale to the consumer through salesmen to be appoin tcd on com
mission basis. T h e sale'S and profit for the fi rst five years were esti-
mated as under: 

1st 2nd 3rd 4th 5th 
year year year year year 

(Jn lakhs of Rupees) 

Sales 5 .00 10 .00 20 00 40.00 50.00 
Profit 0.25 0 50 1.00 2.00 2.25 

The State Governmen t 'rn requested (AugusL 1976). to approve 
the scheme and provide funds for Lh e same. WiLbout waiting for 
approval and the release of funds, the Company started the scheme 
at Lucknow from 15th August 1976 on i ts own, to be e>..te'nded to 
other Lowns (viz.. Kanpur, Allahabad, Varanasi and Agra) also. It 
wa expected that the State Government would accord its approval 
to the scheme and release fund in due course but the State Govern
ment declined (October 1976) to provide funds for the same. 

As the scheme did not prove remunerative due to heavy cost of 
establishment and poor response from the consumers, and the State 
Government declined to provide funds for the same, it was a'ban
doned wiLh effect from 30th April 1977. The total sales under the 
scheme had been R s.0.79 lakh against the cost of purchases of Rs.1.35 
lakhs and other expenses of R s.0.26 1 lakh . Thus, the total loss 
sustained 1by the Company in the implementation of the scheme 
amounted to Rs.0.82 lakh. 

3. 15. Commercial schemes 

Mention was made in paragraph 73 (d) of the Report of Comp
troller and Auditor General of India for the year 1972-73 regard-

I 
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ing managemem of the commercial unit and the lossc susta ined 
by them . 

T he Management appointed a sub-committee in November 
1973 to review the working of the uni ts taken over and report on 
.the reasons for the losses and their unsatisfactory working. Ac~ording 
to the· report of the sub-committee, receiyed in l\farch / April 1974, 
the managerial cost involved in efficient r unning of tho. e units wa 
not comensurate with the result on account of inheren t deficiencies 
of over-capitalisation and lack of 1business. The Company. there
fore, decided (July 1974) to take remedial steps. includ ing, if neces
sary, disposal of such units or leasing them out to sui table entr e
preneurs. One of the un its, viz. Footwear Centre, Agra was trans
ferred (October 19721) to Uttar Pradesh State :Leath er Develop
ment and Marketing Corporation Limited, Agra and the Sports 
Goods Factory, Bareilly was amalgamated (1974-75) with Wood 
Seasoning Plant, Bareilly. As was mentioned in paragraph 3.03 of 
the Report of the , Comptroller and Auditor General of India for 
the year 1975-76 (Commercial), the Electroplating Plan t, Kanpur 
was sold out in J u ly 1976 for Rs.0.73 lakh to a ,private entrepre
neu r, after incurring losses of Rs.0.93 lakh and R s. l.03 lakhs dur
ing 11973-74 and 1974-75 respectively. The Wood Se'asoning Plant, 
Bareilly was transferred to Uttar Pradesh Forest Corporation with 
eliect from 1st April 1977. 

T he year-wise profit. (+ )/ loss ( - ) of each of the units from 
1973-74 to 1977-78 were as under: 

1973-74 1974-75 1975-76 1976-77 1977-78 

(In lakhs of Ruper~) 

Sports Goods Fae-
tory and Wood 

(-)0 .25 (-)0 .26 (-)0.50 ( + )0 .19 (- )0 .34 

Seasoning Plant, 
Bareilly 

Footwear Centre, ( +)o .02 (-)0 .01 
Agra 

Electroplating Plant, (- )0.93 (- )1.03 (- )0 .56 
K.anpm 
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1973-H 1974-76 1975-76 1976-77 1977-78 

(Jn lakhs of Rupees) 

Wood Seasoning ( + )0 ,07 ( + )o .65 ( + )0 .87 ( + )o .93 ( + )1.33 

Plant, Allahabad 

Sports Goods Fae- (-)0 , ll (-)0 . LS (-)0 .57 ( + )0 .39 (+ )O ,02 

tory, Dehra-
dun 

Chinhat Potteries, (- )1 .64 (-)1 .38 (-)2 .09 (- )0 .99 (- )2 .11 

Lucknow 

Intra Uterine Con- (- )2 .81 (-)0 .54 (-)0 .59 ( + )o .41 (- )1 .19 

traceptive Device 
Plastic Factory, 
Kanpur 

Weigh-bridge, ( + )O .01 ( + )0.04 (-)0 .03 (- )0 .01 (+ )O .14 

Khurja. 

The closing stock of finished goods (Rs.4.00 lakhs) as .on 3 lst 

March 1978 at Chinhat Potteries, Lucknow included stock of the 

value of Rs.1.21 lakhs (including goods valuing Rs.0.61 lakh held at 

the time of transfer of the unit to the Company in October 1970) 

whose designs be'Came obsolete and . the quality deteriorated. The 

Management received (August 1978) the required permission of the 

Excise Department to sell the'Se obsolete goods of Chin hat Potteries, 

Lucknow 'but the disposal has not been made (December 1978). 

3.16. Joint sector projects 

With a view to creating confidence' amongst the entrepreneurs, 

by sharing the actual running of an industry as well as shouldering 

financial responsibility, by equity participation, a scheme for setting 

np joint sector projects (as subsidiaries of the Company) in the back-
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w :11 d districLs of the• Slate was int roduced b the Compan y in J uly 

197 1. Under the scheme, investment i11 the er1 uily capital by th e 

entrepreneur!> was to be 49 f1cr crnl and by the' Compan y !J l f1n cent. 

111 . \ s it was anticipated 1haL the unib will go into production and 

achieve a viable stage wiLhin a period of four ) <'ars, it was p rov ided 

in the Articl es of Association of each sub~ i cliary 1 hat the Compan y 

may, aher the expiry of four years (which may be extend ed by an

other on e year), sell its shares to l li e cntTcprcne urs or to anyone else 

i11 ca~e the entrepreneurs refused to purchase. As the subsidiaries 

have not achieved a viable stage and the fair p rices of these' shares 

arc very low due to lesser or no production and low capacity utilisa

tion, t li e sales could not b e effected (.January 1979). 

The State Government sanctioned a loan of Rs. 18.20 lakhs to 

the Company in February 1974 towards eq uit participation in the 

joint sector ventures indicated in a subseq uent sub-paragraph; th e 

loan would carry interest at 3.5 per cent per ann um till Ju)y 1974 

and 8 fJer cent (subject to a r ebate of 3.5 per cent) thereafter. The 

r epayment of this loan was to begin after three years from the date 

of its dra,,·al and completed in a tolal period oE seven years. The 

first L>vo instalmen ts of loan alongwith intere!')L, amounting to R s.7 .15 

lakhs (instalments: R s.0.40 lakh and inLcrest: Rs.3.J J lakhs), were 

paid by the Company in February 1977 and February 1978. 

The joint sector projects, where the~e funds had been invested 

(as indicated in the nex t su'b-paragraph), were not in a position to 

generate funds for declaring dividends or purchasing •back the shares 

of the' Company. According to the sti pulat ion in the Ar ticles of 

Association of Lhese projects, the Company caunoL ask for transfer of 

shares till four years while repayment of loans to Government have 

to start after three years . The Company approached (April 1978) 

the State Government for amending the terms and conditions of the 

loan ; decision of Government was awaited (December 1978). 
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The table below indicates the joint sector projects set up by the 

capital and the investment of the Compan y as on 3lsL March 1978 

Name of the joint sector project 

Uttar Pradesh Abscott Privat e Limited, Bindki 
(Fatehpur) 

Uttar Pradesh Potteries Privat e Limited , Basti 

Uttar Pradesh PJant Protection Appliances Privat e 
Limited, Ghazipur 

Uttar Pradesh Builclwares Privat e Limited, Ballia 

Uttar Pradesh Prestress.ed Product s Pr ivate Limited , 
Mau (Azamgarh) 

Date of incorpora
tion 

28th June 1972 

28th June 1972 

28th June 1972 

28th June 197 2 

30th 
1972 

September 

Utta.r Pradesh Roofings Private Limited, Faizabad 24th November 1973 

Krishna Fast eners P rivate Limited, Kasganj , (Etah) 14th December 1973 

Fa.izabad Roofings Privat e Limited , Faizabad 16th F ebruary l074 

Bundelkhand Cement Works, K alpi (Jalaun) 2nd March l 97 4 

Total 

Thus, out of the total loan of Rs.18-20 lakhs received from Gov
lakh!; till December 1978) in the joint venture companies. The 
Pradesh Industrial Consultants Limited. a subsidiary of Industrial 

Besides equ iLy participation, Lhe Company advanced money ('wirh
their working capital, ~he balance of which at the close of 1977-7 8 was 

' • 
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Company, their da tes of incorporation, authorised capital, paid-up 

and their prod ucls 

Authorised 
capital 

4•00 
(raised to 10· 00 

in .Tune 1975) 
10·00 

4·00 

4· 00 
(raised to 10· 00 

in June 1975} 

10· 00 

8·00 

LO·OO 

JO· 00 

76·00 

Paid-up 
en.pita ) 

Investment 
of the Com

pany 

Products 

(In lakhs of Rupees) 

3·47 

6·89 

3·28 

O· 10 

2· 17 

G·G8 

5• 38 

2· 09 

30·06 14· G8 

2· 58 Absorbent and surgical 
cotton 

3· 51 Crockery wares 

l · 63 Plant protection appliances 

O· 05 Bui ld.ing materia l 

l · 11 NPK. ferti li ser (originally 
scheduled to manufac
ture pt·estressed cement 
concrete poles) 

3· 41 Asphalt ic/light roofing 
sheets and mill board 

l · 56 Nuts and bolts 

o· 83 Processing into corrugat
ed aspha lti c light roof
ing sheet s 

Prestressed cement con
crete poles (The pro
ject abandoned in June 
1975} 

crnment, the Company in vested R s. 14·68 Jakhs (increased to Rs.18·17 
Company had a lso invested R s.0· 15 lak h during 1976-77 in the Uttar 
Development Bank of India. 

out any interest thereon) Lo these units from time to time towards 
Rs.2-98 lakhs. 
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The table below indicaLes some aspects of working of the joint 

Uttar Pradesh Abscott 
l' ri vat.e Limited, 
Bindki (Fatehptu·) 

Pre-
o pora.t.iou 
expenses 

Cash 
credit 

limit for 
working 
capital 

4·75 

Utt.:Lr Pradesh Potteries 
Limited, Basti 

1·70 20•00 

Uttar Pradesh Plant 
Protection Appliances 
Private Limited , Ghazi
pur 

Uttar Pradesh Prestressed 
Products Private Limited, 
Mau (Azamgarh) 

Uttar Pradesh Roofings 
Private Limited, Faiz
abad. 

1•94 1•75 

.'5 ·00 

Loan 
from 

Ubtar 
Pradesh 
Financial 

Corporation 
and others 

Production 
capacity 
per annum 

11 · 89 300 tonnes 

13 • 39 530 tonucs 

4 • 37 4,000 machines 

11• 25 6,000 tonnes of 
NPK 
fertili ser 

11·78 Twelve million 
corrugated 

light asphaltir. 
roofing sheets 
of 4' X 2Y 
size or 1,200 
tonnes mill 
board per 
annum (plant 
capacity 2, J 00 
t onnes per 

annum) 



sector projects of the Company up to 1976-77 

Break
even 
point 

(percent
age) 

65 

;)ij 

(i.) 

60 

GO 

<..:apacity Sales 
utilisation 

(percen tage) 

Accumu 
lated 
lo~scs 

(fo lakhs of R upees) 

15 8.58 6 . lii 

25 7 . lG 1.92 

12 l .39 ll .98 

::.!5 9 .72 1.02 

I 89 5 .34· 

Remarks 

Production started m Feb
ruary 1977. 

Production was scheduled to 
start in January 1974 
but it started in Februa1·y 
1970. Figures are for the 
period F ebruary 1976 to 
l\Iarch 1977 which has 
been treated as first yea 

P roduction started in Nov-
ember 1973. 

Prcstrcssed cement con-
crete (PCC) poles were 

not m a.nufactured a.1th-
ough an expenclitu.re of 
R8.2 .84 lakhs was incurred 
on foctol'y building, 
plant an cl maf'hinery, 
t cchnirn l knO\Y-how, <:tc. 
One mix<'r a nd t.wo vibra-
tOL'S (Rs.0 .17 lakh) 
n.wnit d iRposal (Decem-
her 1 n78). 

(i) 'The p roject was sche-
du!ed to go into produ-
ction in May 1974 but 
product.ion started in 
Ma rr h 1970. There 
was no prodnction of 
bascmHts during Sep-
t embor 1976 to April 
) 977 for want of funds 
accumulation of unsold 
st.ock . The basemats 



Krishna Fasteners Pri-
vate Limited , K asganj 
(Etah) 

Faizabad Roofings Pri-

54 

Pre-opel'a
tion 

exponses 

0.96 

0.39 
vatE' Limited, F aizabad 

Cash 
credit 

limit fol' 
working 
capital 

5.00 

23.00 

Loan from 
Uttar 
Pradesh 

Financial 
Corpora
tion and 

others 

7.63 

7. 21 

Production 
capacity 

per annum 

320 tonnes 

Twelve mil-
lion sheets 



Break- Capacity Sales 
even utilisation 
point (percentage) 

(percentage) 

55 

Accumulated 
losses 

Remarks 

(In lakhs of R upees) 

50 22 2 .10 

60 4 0.67 

1.96 

2.86 

were procesc:ed into roof
ing sheets by a sister 
Company. 28,148 base
mats out of 1,68, 171 
(valuo : Rs.2 .26 lakhs) 
produced up t o August 
1!)76, were rejected during 
processing into roofing 
sheets, being defective and 
unfit for sale. The loss due 
to rejection was Rs.O .99 
lakh. 

(ii) The production of mill 
board was t aken up in 
February 1977 and pro
duced 6 . 2 tonnes tm 
Juno 1977. 4 t onnes 
were sold at Rs.810 per 
tonne against production 
cost of Rs. 1,050 per tonne. 
The balance remains 
unsold with the Company 
(December 1978). 

(iii) Factory is closed since 
October 1977 due to 
accumulation of heavy 
unsold stock and labour 
trouble. 

Production was scheduled 
to start from Septem her 
1974 but st arted in 
November 1976. 

Production was scheduled 
t o start in May 1974 but 
started in March 1976. 
Fact ory is closed since 
October 1977. 
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Tihe Management intima ted Quly 1978) the State Governmen t 
that the capital of all the units had completely been eroded due to low 
capacity utilis:ition and the recu rring losses from year to year and a 
working capital of Rs.79-80 la klis would be r equired if '.t is d ecided 
to revive these units; reply oE Governmen t ·was awa ited (Marcb 1979). 

T he following further poims were noticed : 

(i) Conslruction of b'l.lilding 

As against Lh c project cost of Rs.2-00 lakhs (r ev ised to R s.3-4·0 
lakhs and then to R s.4 .. GO lakhs) and the estimated cost of R s.2-36 
lakh 'i, tend~rs for the con::.truction of the factory building oE Uttar 
Pradesh A hscot.L Private Limited , Bindki were in\'ited in September 
J 972 and the contract was awarded to :i firm in D ecember J 972 at the 
iowest rate of Rs.2-1 :3 lakhs T he ·work "·as scheduled to be com
pleted by 31st farch 1973. The layou t drawing was, however, given 
to the con tractor on 30th June 1973. T he work of the contractor 
1vas fou nd (May 1973) de fecti ve and not according to specification . 
\!\Th en asked for r ectifica tion of the defects, the contractor d emanded 
(Jnly 1!>73) i ncrease in rate · and slopprd the work in August 1973. 
The con tractor was, however , allowed (November 1973) increase in 
rates amounting to Rs.0-6 . .J Jak h . A revised ::igreement al rhe increas
ed cost (Rs.2-78 lakhs) was executed (December 1973) wirh the con
tractor. Since h e had a lread y executed the work of the value of 
R s.0-.5 0 lakh . the val uc of the left over work inclusive of increase, 
amounted to R s.2-28 Jak hs. T he contracLor clicl noL start the work 
even after executi.o n of the revised agreement. It was decided (Feb
r uary 1974) by the Management (which was communic:ited Lo the con
tractor ::ilso) to ge t this work done thro ugh ~mother agc1icy to the 
account of the con tractor and not to pay :lny money to the contractor 
till he takes up the work . T he contractor sta rted th e work :lg:lin in 
Apri l 1974 but executed the work oE the value o f R s.1-06 iakhs only 
ti ll October l 9H. The bala nce work of the va lue oE Rs. 1-85 lakhs 
was got clone departmenta ll y and completed in D ecember 197:) at a 
cos l of Rs.3-42 lak hs. The actual ex penditu re incurred 01 1 cons truc
tion o f the building Llms :imounted i-o Rs.4-~)8 bkhs. T he extra ex
penditure of Rs. J .!)7 lakhs has not beell recovered fro m the defaulting
contractor (December 1978). D etailed measurem ents of the work 
done departmentally h ave not been taken a nd certified by the Pro-

ject Civil Engin eer of the Comp:m y. 
,. 
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(ii) D flay in supply of 1naclzines 

The work of supply of plant and mach inery and their erection 
and commissioning for Uttar Pradesh R oofings Private Limited, Faiz
abad was awarded (September 1973) to a firm oE M adras at a total cost 
of R .'1 .1 l lakhs \\'l1 ich was re,·isecl (D ecember J 973) Lo R s.5.52 Jakhs 
due to change in de ign . Jn term · of the agreement.. the suppli es 
were to be completed by 30th J une 1974 and the plant commis ·ion ed 
by 3 l st D ecember 1974. T he civil work was awarded (January 19732 
for R s.3·20 lakhs to another fi rm. without inviting tender5 or quota
tions. T .he civil work was to be com pleted b y 3 lst 1\fav 1974 but 
du e to delay in supp ly oE machines by the Madras firm , th e erectio n 
was considerably del ayed <.Januar y 1976). Penalty oE Rs.2, .1 00 per 
week for th e delayed suppl y (November / December J 974) and com 
missioning (August 1975) oE plant, beyond 3 1st December 1974. was. 
acco rdin g to the tfanagement (December 197 ). not lc,·ied on the 
Madr;i firm due to diffi cul ties in open ing ;111 irrevoc;'thle let ter of cre
di t in favou r of the upplier . 

(ii i) During March l 975, a Marketing Di,•ision w;i<; esta blish ed 
by the Company at Kanpur for selling t li e products of lTt:ar Prade. h 
Roofin gs Private Lim it ed. a subsidiary of the Company. The pro
duct of the va lue of R .10 to R s. l:i lakh'i e:-i r h year were expected to 
b e sold through thi s Di vision to the Ecl uc 1tion and H ari jan depart
m en ts of th e State Govern m ent. Co-oper ative Societie and the M ilk 
Unions. As there were no sa les th rough this Di vis ion for want of 
orders :rn d expendirnre oE Rs. l .25 lakh o_n rent , te lephones, adver
Liseme11t , r ay and allowances, Pf r . h:-td :-i lrf'ad y been in curred. t ll<' 
Div ision was wo11nc1 up i n Aug ust 1977. 

3.1 7. • u ttar Pradrsh Small Tnd11stries Crnporntion Pol! f' rir~ T.imitrd 

A su bsidiary of the Compan y under the name "Uttar Prade h 
Small Tndnstries Corpor:uion Po tteries Li m ited. Khurja", wi th an 
anthorised ca pi t<1l of R s.:)0 b khs. d ivided into .?0.001) eq ui ty shares of 
R s. JOO each, w:i.s incorpor a ted 01 1 27t h Apri l l 97G. lt " 'as Lo :i.ccinire 
and take over the Government· Pottery D e,·e lopmen t Centre, Khnrja. 
(which w;i s t ra nsferrcd to the Comp:i.ny w ith dfecr from 1 'it April 
1976) in accordance ·with a Government Order dated 2fit h March 
1976, (on the terms and conditiom mentionc<l ·tlfrrein) an:J ro man11-
fac ture, sell and deal in all kinds of earthenware, pou eries and articles 
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of clay, artificial stones, gypsum, bricks, slab , Liles, pipes and ceramic 

work of all kinds. 

ln Lerms of the Government order (March 1970) two-thirds value 
o f the ftxed assets o f rhe Centre wa. Lo be treated as equity con tribu
Lion by Government and one-third was to be trea ted ;is a term loan by 
Go ernmen l to the Com pany, bearing intere tat 11} /Jrr cent per 
annum. subject to a rebate of 3i f1rr cent fo r timely paymen t of pr in
cipal and interest, prov ided there were no arrears. The repaym en t 
of loan wa robe made within fi ve years from the date of tra nsfer of 
assets •) f the Centre in 10 equal six mon th ly instalmenL5, alongw ith 
intere t thereon. T he va luation of th e assets of the Government 
Pottery Development Centre, Khu rja (prov i ional value : R s.13·86 
Jakhs) taken over (April 1976) by the sub~ idi a ry company has not been 
finali ·ed (December 1978). A join t comm ittee which was to cer tify 
the valuation of the assets 06 the Cen tre ha · been set up in J anuar y 
1979 and the join.t va l u:ition is in progrC's. The agreemen t between 
the State Govern ment and the Company has not been en tered into 
so far (i\ I arch l 979). 

The State Governmen t order (March 1976) also p rovided for a 
term loan of R s. 12 lak hs to the Company toward · i ts working ca p ital. 
bearing in terest at 1 2~- /Jer cent per annum , subject to a rebate of 3t 
per cenl for timely payment oE p r incipal and in terest. provided there 
were no arrear . T he Company, however, received R s.12 lakhs from 
the State Government on 3 lst 'farch 1978 towards the equi ty contr i
bulion of the late Govern men t in the subsidiary com pany, which was 
transferred to the subsidiary in O ctober 1978 a fter adjusting R s.3 ·28 
lakhs already adva nced to Lhe subs idiary in earlier years. • 

T he production capacity of the Company had been 120 tonnes 
bodies (crorkery wares) and l 0 to nne glaze (decoration wares) per 
n;onth . A review oE the fortnigh1 ly progress reports for the period 
16th .July 1!:!76 Lo 28 th February 1977 revealed that during the period, 
o n an average, 13·5 kilns were fired and the production of bod y and 
g laze bad been I 2·5 jJer ant (14·94 tonnes) and 47 j1rr cent (4-70 ton
nes) r espect ively of Lh e ratecl capacity. T he ·w orks Manager in his 
rep ort (Novem ber 19762 po i1Hcd ou t that clue Lo higher cost of p ro
duction and slump in the crockery market at Khurja, the sales had 

1 

.. 
l 

I 
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no t been satisfactory. The expenditure d uring the year 1976-77 was 
R s.2·2-! lakhs as aga inst the incom e of Rs. l ·48 la khs. By adding dep
r eciation , interest an d oLher provisions (R s.2 ·34 lakhs) the loss d uring 
tl-.c year l !J76-77 is e!)Limated to be over R .3 lak hs. T he accounts of 
the subsidiary company for the year I 977-78 h ;:ive no t been fin alised 
(.Ja11uary I 97!l}. T he acco un t::. fo r I 97G-77 ;:ire u11 dcr scru t i11 y of the 
Statutory Auditor (January 1979). 
3. 18. Inventory co 11 trol 

T h e fo llowing ta ble ind icate:- the comparat i\'e po ition of in ven
tory and its d istribu tion at t h'e clo:ie of each of I he four years up Lo 
I 977-78 : 

1974-7.5 1975-76 197G-77 1!)77-78 

(In lakhs of Rupees) 

l~aw mat eriiLls 6 .42 4.55 4 .47 2.89 
Semi-finfahed goods 0 . 94 0 .()3 2 .66 0 .93 
Finished goods 270 .44 168 .73 121. 70 157 .25 
Stores a.nd spare parts 1.37 1 .79 1. 21 0 .61 
Goods in t ransit 8.71 3.73 10 .57 24 .95 

Total 2 7 .88 179 .73 140 .61 186.63 

The closing stock of raw materi als. spar e parts and fin ishecl goods, 
as on 31st March 1978, incl uded stocks of the value of Rs. 1·37 lakhs, 
R s.0-47 lakh and R s.46·39 lakhs respecti,·ely, which remain ed u nuli
l ised / un old for over t\rn year . T h e maximum and minim um level 
of stock have not been fixed . Purchases were made on the basis oE 
the requirements of the un it. and the recommendations of th e D ir ec
tor of Ind u stries but clue to non-lift ing of the goods by th e parties 
these res nlted in over-stocking. No act ion cou ld b e taken aga inst 
rhe parties as they could not be com pelled. in terms of agreemen t, to 
lift th e mater ials. 

Shortages, as a re ·ult of certification of ·tock by Lhe d ivisiona l 
h eads at the year encl , aggregating R s.:1·85 lakhs, R .4·79 lakhs and 
R s.2· 16 lakhs in case of iron and ·tecl, non-ferrous mate rials (includ
ing chemicals) and coke / coal respectivel y, not iced during· 1974-75 to 
1977-78, were pend in g in vestigation (December 1978). T he Man age
men t sta ted (December J 978) that I :) ca. es i nvo lving 63·.H tonnes of 
iron ;utd teel (value : R s. I ·09 lakh ) wer e u nder investigation . 
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Tfle goods imported on behal( of the small industrial units and 
lying at various depots of the Raw Material Di vision of the Company 
were 11ot physically verified uuri11g l 976-77 . The closing swck of iron 
a~1d steel as on 3 l st March J 078 (7,88.? tonnes \'a luing Rs.i 3G· 12 lakhs) 
iucluded about 1,000 tonne, (va lue : R s.20 lakh~) purchased in the 
year 1974. remaining unsold due primarily lo non-l ifring o[ alloued 
stock by small scale units (January 1979). 

3.19. S11nrlry debtors 

The Compan y sells the imported .material.5/goods under iLs Im
port Assi~tance Scheme and Lhe Hire Purchase Scheme on cred it to 
th e en trepreneurs. In adcli.rion. the 1roolleu carpet yarn is aho sup
plied to the manufacLUrer on cred it ba c; ic;. As t l1e recoveries under 
the schemes are not effected in Lime an d re-scheduling of repayment 
of loans is also clone by the Company. the debts ha,·e increasecl consi
dcrablv. 

The follo \,·ing 1able indir:ll e" the \:1 lue 0f L>ook debts :rncl s:i lcs 
for the Lhree yea r e; up to I !l/7-78: 

As on 31st :M1urh 

]fl j" () 

1 fl/ i 
1978 

Totn,J Sa !rs PrrePnt:i gr 
debts <l nring of hook 

thr yc·:n debt.s to 
sn,les 

(In la-1-hs of R u p<-t'S) 

MW .84-
528. 74 
504.20 

587 .22 
()•~4 . l (\ 
71H .41i 

8~.7 

82.] 
67 . l 

Book dcb1s rcp rr'ir ritrd :-i bout 0.9 month <;' -;a les in 1975-76, 0.~ 

n1onths' in l!l7f)-77 :llld abou t 8·1 months' in 1977-78. Or Lhe Olll

~1andi11g debts a<; on 3 lsL ~ rarch 1978. R s.·1 i G·'.?.~ l:ik.hs were more than 
:- ix months old . 

(i) D11 cs of ltirr· tmrr//(/se srli rmr 

T he hook debts (Rs. 287.03 lakhs) inclrtclc Rs.20!J.58 lakhs ou t
tanding Jgainst 438 parti es untl er the hire purchase . chrme for over 

two years, in cluding ·10 cases (value : R s. 82·08 lak l1 -;) :ig:i inst whom 
the ourstanclings were over R s. one b kh each . 
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(ii) Dues of commercial schemes 

The un it-\\·i ·e break-up of the book debts relating to the commer
ci:i i schemes, as on :$ 1st larch 1978, was a under: 

Eloctrophtti11g Plant., K anpur 
\ Vootl , 'e<1f;Oni ng Plant, Allahabad 
] C"OD Plastic }i'actory, Kanpnr 
SporL1; Goods Factory, Dehradun 
Wood 'easoning P lant, Bareilly 
Chinhat Potteries, Lucknow 
FooLweal' Factory, Agra 

Total 

:\mount 
(ln lakhs 

of Rupees) 

1 .03 
2.37 
5 .58 
1 .16 
4.12 
3 .53 
1.49 

rn .28 

The Electroplating Plant was sold o ul to a pri ale entrepreneur 
in Apr il 1976 and Lh e FooL\\·ear Factor y, AgTa and the ·wood Season
ing Plant, Bareilly were sold to other State Government Undertakings, 
but Lh e book debts of these uni ts were not Lransferrecl. This result
ed iu blocking up of funds of the Company to the extent of R s.6·64 
lakhs. The book debts of a ll the seven uni ts included dues of Rs. 13·70 
lakhs outstanding for over two years. 

(iii ) D u es of woollen yarn depots 

Tl1c Company purchases woollen ya rn from vario us mills a t a dis
rnu11t ranging from one to six per cent on the value of p urch ases made. 
T he export orien ted woollen carpet manufacturers in the mall sca le 
sector are supplied yarn at th(' mill rates and the expenses on trans
portation and storage are met ou t of the d iscount obtained by the 
Company. Sale of woollen yarn is made on credit, for \vhich interest 
is charged at 15 per cent per annum up Lo 90 days and 18 per cen t 
thereafter. 

The position of sale of woollen yarn during the three years up to 
l 977-78 and the dues recoverable on acco un t of credit sales under the 
scheme had been as under: 

Quantity sold (in t onnes) 
Value of sales (in la.lths of Rupees) 
Debtors as on 31st March (in lakhs 

of Rupees) 

1975-76 

27 1 
76.82 
85 .92 

1976-77 1977-78 

324 
] 01 .76 
106 .61 

304 
108 .38 
lll .16 
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The total outstanding amount as on March 1978 (R s. l l J .16 lakhs) 

i11cluded an accrued interest of R s. l 9·95 lakhs up to 1977-78. D ebts 
o f R s. :3 .17 Jakhs due from ten part ies, omstanding for over two years, 
were doubtfu l of recover y as whereabouts of the parties wer e not 
known. R ecover y certificates for R s.54·36 lakh and R s.17 ·82 l.akhs 
were issu ed in 1975-76 and 1976-77 respecti,·ely o[ ,,·hich Rs.42· 11 
bkh could only be real ised (January 1979). 

o.20. ln le1"1ril a11dit and co.1;fi11g 

T he Company o rgani eel a11 Internal Audit Cell in November 
1976 consis tin g of an Internal Audit .Officer and two aud itor s. The 
Senior Accounts Officer ( H ead Office), was clcsig n ;i. ted as Senior 
Accounts Ofii cer-cwn-lnte rn aJ Aud it Officer and Lwo Accountan ts 
were desig nated as Accoun tant-cum-Senior lmpector of Accoun ts. 
T il e Inte rn a l Audit Cell cond ucted loca l a ud it of some o [ t he raw 
materia l dep ots of the Company during D ecember 1976 to M arch 1977 
::mcl ha::. w_, t collcl ucted an) audit the reafter. ln NO\·ember 1978, the 
Audit Cell has been plll under the con tro l of th e Di,·isiona l Manager 
(Accounts) a nd loc:1 l aud its o ( about ten depots ha,·e been conducted 
(December 1978). A test check (December l~l78) of the reports sub
mitted b y the In terna l J\ucliL Cc.J I r cvc:1led that there we-re no im
rortant points in them. 

Jn case of comm erc ial unirs o f th e Compan y. th e fan agement 
approved (May 1977) Lh eir a udit through a11 outside agency. i.r. Char
tered Accountants :ll an all incl usi,·e remunera tion o f R s.2,000 p er 
uni t. 11hey conducted a11di1 of o nl y rhrce units (;\Tarch 1979). 

~L2 I . Oth fr fwi11/s of i11trTPst 

lrrrg11 /m· fJa'ymr1n f of bonus 

P aymen t of bonus Lo employees is govern ed by the p1ov isions of 
the Payme111 of Bonus Acr. 19().:) . The i\Tanaging Director of a pub
l ic con:pan:. coming un der th e definiti on of an "Employer·', is 11ol 
en t itled 10 hon us under the J\c:. H e '''as, howeYrr , p ::i id bonu at 
Rs. 1,800 every yea r for 1970-71 to 197:)-7 (i and R s.750 for 19/G-77 . 

Som e o f the officer of the Company, wh ose p:i.y had exceeded 
R s. l ,600 p er month, were also not enti tled Lo an y bonus bu t t hey i;verc 

paid bonu 1 of R s.0 ·20 lakh a t the rate' of 20 fJ rr cent during th e years 

1Y72-73 to 1976-77. 



63 

The matter was r eported to the i\fanagemcnL/ Governmen t in Octo

ber l 978; their r eplies are a·waited (l\IIarch 1979). 
3.22. Summing-1lp 

The Uttar Pradesh Small IndusLries Corporation Limited was 
incorporated on 13th June 1958 as a "·holly-owned Go\'ernment Com
pany wi·Lh Lhe main object of promot ing :ind :iccelcr;iLing the growLh 
of small industries in the State. 

The Company undertook various schemes tu achieve its objec
tives, one of the m ai n scheme being procurement and distribution of 
raw materials, both imported and indigenous, on beha lE of small 
sca le uni ts. In the· absence o f an y clause in Lh e agreement that loss 
on unliftecl materia l ,,·o uld be r ecovered from de[:iulting parties. 
the Company h ad to bear t hese losses. [n add ition. during opera
Lion of these schemes, th ere were shoriage aggregating R s.:>·8:> lakhs 
in case of iron and sLeel, R s.4·79 lakh in c::i.se of non-ferrons mate
rial (including chemica ls) and R s.'.?· I (i lakhs in ca ·c of coke / coal. 
T.he shortages h ave not been invesLigatecl (March I 97~l) . 

111 l11c scheme for procurement ;i!1d distribution of LeXL book 
printing paper, Lhe Company incurred a lo-;s of R s.7·9 (1 hJ...h s. The 
interest of R s. I 7·38 lakhs, due on the loan taken from another . i ·ter 
undcrt:i.'k ing. still rcmainc; unpaid . 

T est check o f record<; r evealed tha t mat erials impon ed during 
197 1-72 to I 9i :5-7G and not lifted by 28 parties (va luin~ R s.63·94 
lak hs) were awaiting disposal. 

Th C' Company in curred a loss of R s.3-G2 lakhs in the opera.tion 
o f its marketing assistance schem e for small sc;ilc uni ts. A market
ing cli v1s1011. set up in i\forch 1975 for elling the products of one ot 
its subml iaries, was " ·ou11 cl up in August I 97i after in curring an ex
penditure of R s. I -25 Jakhs. 

The scheme· of the Company for esLa bli. hing trade centres for 
providing a-;s isr;ince 10 ~m:-ill scale in rlustric. could not make a ny 
hcadw::ry. No centre could be C''i t::ibli shcd 1i ll J\ugmt 1978. 

Another scheme of th e Company knm,·n as 'U/Jliar J'ojnrz' h ad 
ro b~ abandoned :ifter sustaining a loss of R s.0·82 l akh due to heavy 
cost of e tablishment and poor response from Lhc customers. 
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Out of the nine sick factories takeu over by the Company dur
ing 1 ~70-7 1 and1 97 1 -72, only fi ve units were left with the Company. 
All these units, except one, are incurring continuous losses. 

The Company formulated a scheme for scLting up joint se'ctor 
projects in backward di:iLricts Lo crea te con fidence amongst the en
trepreneurs by :ihariug the finan cial rc'sponsibility. The entrepre
neurs had an option Lo buy the :iharc of the Company after the uni t 
goes into production and achieves a viable stag<'. Eig·ht such pro
jects we're established and the accumulated lo:-isc:i of such projects up 
to 1976-77 were R s.3 J. ~j lakhs. The capacity u! ilisation in these 
units ranged from 4 to 25 per cent. No en Lrepren eur has purchased 
the Company's share a:i yet (March 1979). 

.. 
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SECTION IV 

THE INDIAN TURPENTINE AND ROSIN COMPANY 

LIMITED 

+.O 1. Introduction 

The Indian Turpentine and Rosin Company Limited, incor
porated in the private sector on 22nd February 1924, was taken over 
by the State Government in 1947 and since then it is functioning as 
a Government Company. 

The main object of the Company is to buy, manufacture, sell 
and deal in resin, rosin, turpentine and other allied products. 

The' main products of the Company are rosin and turpentine. 
The production of rubber emulsifier was taken up by the Company 
from March 1974, but due to its low demand in the mar ket, produc
tion was kept restricted. The Company does not maintain separate' 
manufacturing, profit and loss accounts for each product. The work
ing results of the Company showed profit of R s.5 lakhs in 1975-76, 
loss of Rs.8-81 lakhs in 1976-77 and profit of Rs.11·6 1 lakhs in 
1977-78. 

Some aspects of the working of the Company were mentioned in 
paragraph 72 of the Report of the Comptroller and Auditor General 
of India for the year 1972-73. These were' examined (August 1976) 
by the Committee on Public Undertakings of Uttar Pradesh Vidhan 
Sabha (seventh). 

The Committee' recommended (i) that the quality oE resin be 
improved by the Forest Department, failing which suitable deduc
tions from bills of Forest Department and contractors be made, (ii) 
that monthly costing system for separate determination of the cost 
of conversion of resin to turpentine and rosin be introduced, and 
(iii) that efforts lbe made for obtaining better .price for turpentine 
from the single bulk purchaser. 

65 
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4.02. Organisational set-up 

The management of the Company is ves ted in a Board of Direc-
1.ors consisting of ten directors. The Managing Director is the only 
full-time director in the Board and functions as the Chief Executive 
of the Company. Out of the ten directors, seven including the 
Chairman are officials of the State Government, t"o represent share
holders from the Public and the remaining director represents a 
foreign collaborator, with whose assistance the rubber emulsifier pro
ject was commissioned in March 1974. 

T h e Managing Director is assisted by the Factory Manager, 
Chief Engineer, Chemical Engineer , Production In charge on the 
technical side, Secretary-cum-Sales fanager, Accoun ts Officer and 
Internal Audit Officer on the Sales, Accounts and Internal Audit 
5ides respectively. 

4.03. Capital structure 

T he Company's paid-up capital as on 3 lst March 
Rs.21,78,975 which was subscribed as under : 

tate Government 
Foreign collaborator 
Private parties 

Total 

4.04. Financial position and working results 

(a) F inancial position 

1978 was 

Rupees 
12,73,250 
6,00,000 
3,05,725 

21,78,975 

. rhe table below summarises the financial position of the Com· 
pany for the four years up to 1977-78 : 

1974-75 1975-76 1976-77 l977-78 

(In Jukhs of Rupees) 
Liabilities 

Paid-up capital 21 .79 21 .79 21 .79 ~l .79 

Reserves and surplus 135 .24 140 .33 143 .57 152 .23 

Borrowings 114 .74 144.09 133.74 3 .79 

Current liabilities and provisions 149.01 190.53 161 .32 154.59 

Total 421 .68 496,74 460.42 332 .40 
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Assets

Gross block 
L ess : Depreciation 
Net fixed assets 
Investments 
Current assets, loans and 

advances 
Preliminary expenses 

Total 

Capital employed 
Net worth 

67 

1974-75 

117 . 73 
39.69 
78.04 
9.23 

334.41 

421 .68 

273.73 
157 .03 

l 975-76 1976-77 ] 977-78 

(In lak l1s of Rupees) 

120 .39 
44 .17 
76.22 
9.23 

411 29 

496 .74 

296.49 
162. 12 

121 .66 123.76 
47 .84 51 .94 
73 .82 71 .82 

6 .41 6 .41 
380.08 254.01 

0 .11 0.16 

460.42 332 .40 

292 .47 171 .02 
165 .36 174 .02 

NOTE : (1) Capital employed represents net fixed assets plus working 
capital. 

(2) Net worth represents paid-up capital plits reserves less in
tangible assets. 

(b) Worl<ing results 

The following table summarises the working resul ts of the Com
pany for the' four years up to 1977-78: 

1974-75 1975-76 1976-77 1977-78 

Income- (In lakhs of Rupees) 

Rales 399.23 348 .03 436 .83 393 .J 8 
Income from interest 5 .14 2 .49 3 .69 7 .G2 

Miscellaneous income 6.38 l .02 0 .60 0.78 

Export subsidy 0 .64 8 .31 5 .16 
Subsidy for crude resin l O .06 

Increase/decrease in stock 31 .24 5G.07 (- )93 .55 )39 .36 

Total 441 .99 408 .25 355 .88 377 .44 

Expenditu1·e-

Payment to and provisions for 48 .94 37 .7] 40.0!l 49 .16 
employees 
Purchase/consumption of raw 339 .00 294.85 256. 13 260 .31 
material and expenses t hereon 
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1974-75 1975-76 l 97G-77 1977-78 

(In Iakhs of Rupees) 

Manufacturing expenses, power 23 . IO 29.94 22 .63 23 .26 
and fuel 
Repairs to p lant, machinery and 4 .53 4.92 4.87 4 .97 
building 
Miscellaneous expenses 6 .21 5 .29 6 .83 7 .59 

Interest 5.31 17 ,46 14 ,19 7 ,24 
Depreciation 4.50 4 .69 3.67 4 .IO 
Selling and other expenses 9.86 8 .39 16 ,28 9.20 

Total 441 .45 403.25 364 .69 365 .83 

Net profit (+ )/Loss(-) (+) 0 .54 ( +)5 .oo (-)8 .81 (+ )ll.61 

During 1976-77, the Company suffered a loss of Rs.8·81 lakhs 
reportedly due to: 

(iJ dull business conditions during the major part of the 
year and slump in the market; and 

(ii) drop in production of better grades of rosin, etc. 
4.05. Production per[or.mance 

Rosin and LUrpentine are the products which are obtained by 
treating resin. The Company obtains about 77 per cent rosin and 
17 per cent turpentine from resin so treaterl. 

T he table below indicates net quantity of resin treated, rosin 
and turpentine produced therefrom and the loss of resin in treat
ment for the four years up to 1977-78 : 

P articulars 1974-75 1975-76 1976-77 1977-78 

(In tonnes) 

Net resin treated 16,723 16,266 14,790 12,434 

Rosin produced 12,933 12,643 11,446 9,606 

Turpentine produced 2,792 2,649 2,468 2,107 

Process loss of resin 998 974 876 721 

Percentage of process loss to 5.97 5 .99 5,92 5.80 
net resin treated 

The Management stated (October 1978) that norms for the loss 
had not been fixed. 
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The table below indicates the percentage of production of vari
om grades of rosin for the four years up to 1977-78 : 

Pale 

WW 
WG 
N 

Total 

Grade of rosin 

M ediurn 
M 
K 
H 

Total 

Dark 

D 
B 

Total 

1974-75 

0 .10 
4.35 

25 .39 

29.84 

18 .98 
II .40 
5.67 

36 .05 

8.84 
2G.27 

34 .II 

1975-76 1976-77 

(Percentages) 

0 .05 
2.85 

32.70 

35.60 

20.67 
8 .43 
3 .47 

32 .57 

9.22 
22 .61 

31 .83 

1 .34 
29 .46 

30.80 

22.58 
10.39 
7.49 

40.46 

10 . II 
18 .63 

28 .74 

1977-78 

0.07 
0 .76 

21 .34 

22.17 

21 .72 
11 .55 
8.21 ..... 

•" 
41 .48 

9.62 
26 .73 

36 .35 

The production of pale gnde (a superior quality) rosin as a 
whole ranged between 45.27 and 48.74 per cent during 1967-68 to 
1970-71, which declined to 22. 17 per cent in 1977-78. The Man
agement stated (December 1977) that lower the grades of rosin pro
duced, the poorer ·was the market realisation and profitability. They 
also st<1.ted that out of eight grades of rosin (three in 'Pale' grade, 
three in 'Medium' grade and two in 'Dark' grade) "the last four 
grades (K , H, D and B) of rosin gave loss on the cost of production". 
Taking· the minimum production of pale grade rosin for the year 
1967-68, i.e . 45.27 fJ er cent as base, short realisation due to decline 
in its production berween 1974-75 and 1977-78 worked out to 
R'>.54.81 lakhs. 

The Management stated (September 1978) that fall in produc
tion of pale grade rosin was due to receipt of poorer and darker 
resin from the Forest Department. It was further stated (Octob~r 
l !J78) that action ·was being taken for improvement in the plant to 
produce better grades of rosin. 
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4-.06. Cost of sales 
(a) The table below indicates the cost of sales of rosin and tur

pt ntine per quintal/kilolitre for the four years up to 1977-78: 

1974-75 1975-76 1976-77 1977-78 

(In Rupees per quintal) 

Raw material 220 .15 201 .70 184 .08 222.24 

Wages 14.16 14.17 15 .41 23 .30 

Power and fuel 7 .53 7 .70 7 .05 8.34 

Manufacturing expenses 3.77 3 .77 5.55 5 .43 

Salaries 16 .08 9 .75 12 .78 17 .74 

Repairs 2.87 3 .21 3 .50 4.53 

Depreciation 2.03 2.20 0.86 2 .08 

Other expenses 5.95 11 .06 12.89 9.00 

Selling and distribution expenses 6.72 6.01 8 .49 7 .19 

Total cost of rosin/turpentine 279 .26 259.57 250 .61 299 .85 
(per quintal) 

Production 

Rosin (in lakh quintals) 1 .29 1.26 1 .14 0.96 

Turpentine (in t housand kilo- 3 .22 3 .06 2.83 2.36 
litres) 

T he following reason · ·were attributed (October 1978) by the 
Management for increase in cost: 

(i) Salaries and wage and repair expenses are of non-
variable nature. vVith the fall in production during 1976-77 
and 1977-78, cost per unit increased. During 1977-78, the 
cost per unit also increased due to increase in <learnes allow
an ce. 

(ii) Manufacturing expen es in creased during J 976-77 and 
1977-78 due to use of galvanised plain sheets in place of iwood I 
in packing material. 

(iii) Increase in 'other expenses' d urin g- 1975-76 to 1977-78 
was due to increase of interest charges. 

(iv) Increase in elling and distribution expense during 
1976-77 and 1977-78 was due to increase in export expense -. 
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(b) The table below indicates the cost of sales of rubber emul
sifier per quintal and quantity produced during the four years up to 
1977-78: 

1974-75 1975-76 1976-77 1977-78 

(In Rupees) 

Raw materia l 311 .89 249 26 232.46 283.96 

'Vages 114 .24 10.59 16 .92 16 .16 

Power and fuel 117 .87 18 .20 18 .28 14.00 

Manufacturjng expenses 128 .75 136 .14 120.59 130.22 

Salaries 45 .33 4.27 6.55 4.90 

Depreciation 235 .74 24.52 67 .39 32 .19 

Royalty 21 .74 24.70 34.38 23.83 

Interest 320.96 108 .10 129 .06 46.73 

Total 1,296 .52 575.78 625.63 551 .99 

Prnduotion (in quintals) 551 5,384 3,665 5,157 

1al 
Rea om for in crease in various items of expenditure per q uin-

as rcpor1·ed (October 1978) by the Management, were as under : 

(i) Uni t cost of '"'age and salari es increased during 1976-77 
due Lo fall in prod uction and in 1977-78 partly due to fall in 
production and partly d ue to increase in wages. 

(ii) The consumption of furnace oil during 1975-76 and 
1976-77 wa more than that of 1977-78, as the plan t did not 
run continuously and recovery of catalyst (a chemical) was 
not made along with the production of rubber emulsifier. 
The excess consumption of furnace oil during the two years, 
thu. , works out tO 0.50 lakh litres valuing Rs.0.50 lakh. 

(iii) Increase in manufacturing expenses <luring 1975-76 
and decrease in 1976-77 were due to overcharge and under
charge of expenditure on chemicals in the accounts of res
pective year . 

(iv) Higher incidence oE i11terest charges during 1975-76 
and 1976-77 was ma inly due to comparatively heavy payment 
of in Lere t charges on bank overdraft s. 
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(v) Abnormal increase of depreciation during 1976-77 was 
partly due to providing depreciation on triple shift basis and 
partly due to fall in production. 

11.07. Overtime/good work bonus 

The table b elow indicates payment of overtime/good work 
bonus to workers of the Company and total quantity of production 
for the four years up to 1977-78 : 

Overtime/good Production 
work bonus 

(In lakhs of (In tonnes) 
Rupees) 

1974-75 1.35 16,967 

1975-76 1 .74 15,960 

1976-77 1.00 14,287 

1977-78 I .53 12,231 

In 1976-77 lesser payment of overtime/ good 'lrork bon us was 
10ainly due to fall in the cost of living index. 

T h e Managemen t stated (October 1978) that the good work 
bonus in mo t of the cases ·was paid on the basis of extra hours put 
in by the workers and that due to increase in number of absen tees, 
payment of good work bonus increased during 1975-76 to 1977-78. 
Increase in wages during 1977-78 was also responsible for more pay
ment of good work bonus. 

4.08. Capacity utilisation 

The main products of the Company are rosin and turpen tine. 
Other products are estergum, rubber emulsifier (trade n ame-Rondis
R ) and air entrainment agent (AEA). 

(a) Rosin plants 

The Company has two resin treatment plants. The aggregate 
rated capacity of the plants, resin actually treated by both the 
plants and the percentage of capacity utilisation during I 974-75 to 
1977-78 are hown in the table given below: 

I 



Resin treatment capacity 

Actual resin treated 

Percentage of capacity utiliza
tion 

1974-75 

22,400 

17,125 

76 .4 

1975-76 1976-77 1977-78 

(In tonnes) 

22,400 

16, 719 

74 .6 

22,400 

15,107 

67 .4 

22,400 

12,659 

56.5 

The gradual decline in capacity utilisation was attributed (June 
1978) by the Management mainly Lo hort upply of resin. It was 
also stated that the Company had to keep :-iomc quan ti ty of resin in 
re erve due to irregular supply of resin by the Forest Department. 

(b) R ubber emulsifier plant 

The Rubber emul ifier plant was in talled in 1974 at a cost 
of R s.43.58 lakhs against the original estimate of 1969 for Rs.26.40 
lakh . The plant was commissioned for commercial production in 
March 1974 and I 73 quintals of rubber emulsifier, with trade name 
Rondis-R, was produced in ' trial run during 1973-74. Tlhe table 
below indicates the installed capacity of the plan t, actual production 
and percentage of actual production to the installed capacity for the 
four years up to 1977-78: 

1974-75 1975-76 1976-77 1977-78 

(In tonnes) 

lnst~lled capacity 1,500 1,500 1,500 1,500 

Actua l production 55 538 366 516 

Percentage of actual production 3 .7 35.9 24 .4 34.4 
to installed capacity 

The Company established the plant without exploring the 
market. The rubber emulsifier is supplied LO a single private firm 
of Bare illy. During the years 1974-75 to 1977-78 the plant was not 
operate.:! for 285, I 62, 202 and 170 days respectively. The Man
agement attributed (June 1978) it to lack of demand. 

T he Directors of the Company in their report to the share
holder tated (October J 977) that the user firm had reduced its 
consumption of Rondis-R due to certain changes in its production 
pattern and that the Company was exploring other markets for its 
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1'ale. It was also stated that the price of the Rondis-R in the foreign 
market was very low. The Management further stated (September 
1978) that initial capacity of the plant was fixed at the anticipated 
requiremen t of the single private firm oE Bareilly and that they 
have since been able to ge t a few other customers for the product. 

( c) Estergu111 

The fo llowing tabl e indicates the cost of production of ester
gum, and Lhe quan tity produced vis-a-vis installed capacity during 
the year I ~)74 -7?> ann 1975-76 : 

1974-75 

1975-76 

Cost of r ns t.a.lled 
production capaci ty 

per quintal 

Quantity Capacity 
produced utilisation 

(In Rupees) 

568 .29 

578 .24 

(In tonnes) 

255 182 

126 

(Per cent ) 

71 

255 49 

The production of estergum wa stopped by the Company in 

November 197.15 as i t could not compete in the.:: market due to its 
high cost of production . 

4.09. Sale of turpent.ine 

A contr:i.ct for supply of 18 lakh litres of turpen tine each year 
for three years from 1969-70 to 1971-72 was entered into (April 1969) 
with a firm of Bareilly. T he agreement, inter alia, provided for 
Lh e supply of additional quantity of turpentine in bulk to the private 
fi rm at a mutually agreed rate. The agreement was renewed in 
October 1971 for a period of fi ve years-1972-73 to 1976-77. T he 
pr ice agreed upon ·was Rs. l.16 per litre ex-factory for 1972-73 and 
a th ree paise per li tre price escalation every year for the remaining 
period of the con tract. An annual off take of 20 lakh litres was 
agreed upon alongwith a condi tion for supply of ava ilable addition
;:d quantities at m utually acceptable rates. Supply during the year 
1977-78 was cont inued to be made without signing any agreement. 
The terms of su pply and price chargeable for the years 1977-78 to 
1982-83 were agreed upon in May 1978: form al agreemen.t was 
·igned 111 J anuary 1979. As pe1· draft agreement, the firm 
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would annually lift 20 lakh litres of turpentine or 85 per cent. of 
the Company's total production of turpentine, whichever was 
higher. Initially, up to November 1977, the rates agreed were 13 
paise below the price list of the Company. From December 1977 
to March 1979, this rate is Rs.2-15 per litre and thereafter a price 
escalation ot five paise per litre for each of the subsequent years. 

The table below indicates the quantities of turpentine suppli
ed under the contractual obligation and additional quantities, the 
cost of production 0£ turpentine (as furnish ed by the Management), 
ra te ch;i1ged from the firm, and the market rates of turpentine at 
which it was sold to other parties by the Company: 

Year Quantities supplied Cost of Rate charged Selling 
price for 

other 
parties 

1968-69 

1969-70 

1970-71 

L071-72 

1972-73 

1073-74 

1974-75 

1975-76 

1976-77 

1977-78 

Under Addi-
contract tional 
(In lakh litres) 

18.00 5 .00 

0.01 

18.00 

18.00 

18.00 

20.00 

20.00 

20.00 

20.00 

20.00 

12.85 

2 .46 

4 .00 

1.80 

0 .46 

3 .42 

4 . 75 

7 .13 

6 . 18 

7 .61 

3.32 

0.86 

produc
tion 

0.95 

1.05 

1 .47 

1.84 

2.00 

2 00 

2 .14 

1 .99 

1. ~8 

2.23 

Contract Addi-
tional 

(Rupees per litre) 

0.88 0.92 

1.03 

1.06 

1 .09 

1 .16 

1.19 

1 .22 

1.03 

1 .24 

l .24 
l .26 

1.45 

1 .26 

1.16 

1 .19 

1 .36 

1.05 

to 1 .18 

1.25 

1.25 

1 .48 

1.48 

1 .48 

1 .48 

to 1,64 

1 .25 

l .28 

1 .36 1.64 

1 67 

to 2 .15 

1 .36 1 .64 

to 1 .84 

2 .15 1 .80 

to 2.55 

(a) The contractual rates for sale of turpentine to the private 
firm Eor all these years were below the cost of production. The 
difference between the two ranged between two paise per litre in 
1960-70 to 92 paise per litre in 1974-75. 
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· (b) For additional supplies made by the Company, the contract 
provided for mutually agreed rates but the rates charged were mostly 
below the cost of production and the ruling selling price. 

The Management,stated (September 1978) that the con tractual 
price of turpentine and price for additional supplies had 'been fixed 
on the basis of the then prevailing market conditions. 

4.1 O. Direct sales 

Direct sales of the Company's products were' made against the 
enquires received from different pat tie. such as paper mills, paint 
a.nd varnish industry, soap indnst ry and other users of rosin and 
turpentine. As provided in the terms and conditions printed on 
the bills, Lhe partie were allowed a creclit for 90 clays. Interest at 
the rate of 18 per cent per annum wa to be charged thereafter. 

In test check. it was noticed that there were heavy outstandings 
(Rs.35.98 lakhs) against eight partie at the end of 1976-77. No 
interest was charged. 

The reasons for heavy ou tstandings were attributed by the 
Management (June I 978) to : 

(i) seriou recession in the industry, 

(ii) slump in the market, and 

(iii) heavy tock p iling at the factory which compelled the 
Company to sell the finished product on credit and 
could not charge in terest from its customers. 

The Management further statecl (September 1978) that credit 
sales. were made under unavoidable circumstances. 

The Company, however, revised its sales policy in December 
1977 which, inter alia, provided for stoppage of supplies to agents/ . 
parties in default unless they cleared the clues. T his resulted in 
the clearance of Rs.35.48 lakhs during the period ending 31st 
March 1978. 

4 .11. Selling agency agreements 

Selling agency agreement of the 1 hree sole selling agents ex
pired on 28th February 1974. T bc•e agreements, inter alia, pro
vided for payment oE four fJ er cent commission on the net f.o.r. 
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Clutterbuckganj price of the Company's products to the agents and 
allowed credit facility of 45 days, beyond which interest was charge
able at 11 per cent per annum. The Board of Directors of the 
Company re-appointed (5th October 1974) the existing selling agents 
for a period of five years from 1st 1\larch 1974. The agents were al
lowed 45 days credit facili ty and the rate of interest was fixed at 18 
jJn cent per annum thereafter. ·while communicating the decision 
to the· agents, the date of charging higher rate of interest (18 per cent 
instead of 11 per cent) was in timated (October J 974) as 1st August 
1974 instead of 1st March 1974. This resulted in loss of interest of 
Rupees one lakh as estimated by the Management. 

The revised date of enforcing the higher rate of interest, i.e. 1st 
August 1974 was subsequently approved by the Board of Directors 
in December 1974. No responsibility for the lapse has been fixed 
(December 1978). 

4.12. Sundry debtors 

The following table indicates the balance due from sundry deb
tors and the percentage of book debts to sales of finished products 
during the four years up to 1977-78 : 

Year 

1974-75 

1975-76 

1976-77 

1977-78 

Book debts 
at the 
close of 

the year 

Sales 
during 
the year 

(In Iakhs of Rupees) 

108.25 399.23 

134.84 

191.38 

74.98 

348.03 

436.83 

393.39 

Percentage 
of book 
debts to 
sales 

27.1 

38.7 

43.8 

19.l 

The Management stated (September 1978)- that increased per
centage of book debts to sales during the earlier years were due to 
adverse market conditions. 

4.13. Finance and accounts 

(a) (i) Accounts Manual and purchase procedure have not been 
compiled by the Company. 
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'Tihe M anagemen.t s tat~d (September 1978) that action for pre
paration of manual would be taken up in the current year and that 
purchase procedures prescribed in the Financial Hand Book of the 
State Government were followed. 

(ii) System of cost control has not been introduced. 

(b) There is no manual defining the scope and function of in
ternal audit. 

4.14. Inventory control 

The followiug ta ble indicates the inventory of finished products 
(including work-in-progress), raw material and store and spare parts 
at the close of each of the four years up to L 977-78 : 

Particulars 1974-75 1975-76 1976-77 1977-78 

Value In Value In Vn,luc In Val ue Iu 
t erms terms terms terms 

of of of of 
aver- aver- aver- aver-
age age age age 

mon- mon- mon- mon-
thly thly thly thly 
sale/ sale/ sale/ sale/ 
con- con- con- con-

sump- sump- sump sump -
ti on ti on ti on ti on 

(Value in lakhs of Rupees) 

Finished and semi-
finished goods 

Rosin 84.G 2.9 150.6 7 . j 62.0 2.1 25.8 l. I 

Turpentine 4-. 2 1.2 2.8 0.8 3. 1 1.0 8.4 2.4 

Estergum 8.2 10.8 12.4 37.5 9.1 31.3 1. 9 2.9 

Rondis-R 2.6 8.0 3.4 0 .9 1.5 0.4 0.2 0. 1 

Raw material 

Crude resin 54.8 1.9 41.2 1.6 58.8 2.7 81.2 3.7 

Store and spare parts 48.7 21.3 41.6 16.0 31.9 12.5 30.5 15.7 

The physica l verification of tores/ stock for 1974-75 to 1977-78 
brought out shortages as shown below: 
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Year Shortages 

i974-75 

l 97 IS-76-

1976-77 

1977-78 

(In lakhs of Rupees) 

0.37 

0.95 

0.52 

2.97 

Total 4.81 

T he shortages have not been investigated (December 1978). 
The Management stated (September/ October 1978) that action 

for fixing responsibility for shortages of stores was being taken . 

4.15. S1.1:mming-up 

T he Company taken over by the State Government in 1947 
could not establish itself in the market of turpentine and \.vas oblig
ed to sell this product at belmv the cost price. 

The Company i carrying on with the old plam and machinery 
::ind additions made in 1974 for man.ufacture of a new product, viz. 
Rondis-R at a capi tal cost of Rs.43.58 lakhs proved of little use as 
the requirement of a single private customer wa taken into account 
without studying the market for its sale. 

ln spite of the experience gained over the years since the Com
pany started its production, the quality of its main products gene
rally deteriorated and the cost continued to rise because of decline 
in production. One of the products, viz. estergum had ro be discon
tinued in November 1975 as it could not compete in the market 
due to high co t of production. 

Shortage of Rs.4.8 1 lakhs were noticed during 
Lion of stores and stock during 1974-75 to J 977-i8. 
are yet to be investigated . 

physical verifica
These shortages 



SECTION V 

OTHER GOVERNMENT COMPANIES 

UTTAR PRADESH STATE CEMENT CORPORAT'ION 

LIMITED 

5.01. Non-levy of excise duty/ sales tax 

With effect from 1st October 1975, 35 per cent ad valorem basic 
excise duty plus 10 per cent auxiliary duty was leviable on the pack
ing charges realised by cement factories on ordinary 'Portland' brand 
oE cement. The duty on packing charges was subsequently with
drawn by the Government of India with effect from 17th Decem
ber 1975 in case of private stockists and from 9th January 1976 in 
case of suppliers on rate contract with Director General, Supplies and 
Disposals (DGS & Di. 

The Dalla unit of the Company did not levy and realise the 
excise duty on packing charges on sales made to the suppliers on 
rate contract with DGS & D, during the period from 1st October 
1975 to 8th J anuary 1976, and also on sales to private stockists dur
ing the period from 1st October 1975 to 16th December 1975, as 
detailed below : 

Category of consumer 

Parties on rate contra.et 

Private stockists 

Amount of Amount of ex-
packing charges cise duty 38.5 

per cent (35 per 
cent plus 10 per 
unt on 35 per 

cent) 

( In lakhs of Rupees ) 

8. 75 3.37 

23.67 9.11 

12.48 

Sales tax at eight per cent (Rs. 1.00 lakh) on the excise duty on 
packing charges could not also be levied and realised. The amount 
due as sales tax from private parties worked out to Rs.0.73 lakh. 

80 
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Thus, due to non-enforcemem of Lhe orders, Lhe Company could 
not recover Rs.13.48 lakhs from its customers . 

The Management/ Government stated (February /March 1979) that 
in view of the approval of the price list by Superintendent, Central 
Excise, M irzapm , the Company had neither realised excise duty on 
packing charges from the customers nor paid the same to the Excise 
Dcpartmem. I t was further stated tha t Excise Department h ad 
subsequen tly demanded (March 1078) excise duty on packing char
ges against which an appeal had been filed by the Company lbefore 
Appellate Collector of Centr al Excise, New Delhi, which ·was pend
ing (March 1979). 

5.02. Purchase of defective links 

An order for supply of 205 links of 16" and 20" sizes (value: 
Rs.0.54 lakh) was placed (May 1974) by Dalla unit of the Company 
or. Visheswaraya Iron and Steel Limited, Bhadrawati, a Karnataka 
Governmem undertaking. According to the terms of the order, the 
links were LO be inspected by the Company before their despatch. 
The supply was to be completed by May 1975. Twenty-five per 
cent payment. was to be made in advance and the balance against des
patch documents. In August 1974, advance payment of Rs.0. 14 
bkh was made to the supplier. In July 1976, the quantity on 
order was :i.mended by increasing the number of 16" links and de
creasing the number of 20" links, which resulted in overall reduction 
of R s.0.08 lakh in the value of the order. 

In October I 976, th e su pplier intimated that l 07 links of 16" 
size were ready for despatch and requested for pre-despatch inspec
tion which was waived (November 1976) by the General Manager 
on tlte ground that the supplier was a reputed firm. I t was only in 
January 1977 that 124 links of 16" size were despatched by the sup
plier and payment of R s.0.22 lakh was made in the same month 
aga inst railway receipt. 

On inspection of the material by Factory's Production Engineer 
in April 1977, three pieces were found cracked and the rest were 
found unfit for use due to the followi ng defects : 

(i) Bad workmanship. 
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(ii) Fini1>h / fi1ting of male and female parts was not up lo 
the mark. 

(iii) H eat treatment was not properly done. 

In May 1977, the supplier was requested to suspend supply of 
the remaining material and to replace the defective material al
ready supplied. The supplier did not agree (September 1977) for 
replacement except for three cracked pieces; even these have not 
ultimately been replacd and are lying unutilised (March 1979). 

·waiver oE inspect ion oE material before despatch resulted m 
~upply of defective material valuing Rs.0.30 lakh. An advance of 
Rs.0.06 lakh was also lying unadjusted (March 1979). 

Reason" for waiver of inspection of material before despatch, 
attributed by the Management/ Government (December 1978/Janu
ary 1979), were as under: 

(i) The , upplier firm was a Governmenl u ndertaking of 
repute, and 

(ii) Lherc "·as difficulL) in sparing trained personnel for 
go i11g Lo Karn ataka for inspecting the material. 

I t was also lated by the Management/ Government that action 
was being ta ken to r ecO\·cr th e amo unt. 

UTTAR PRADE H STATE SUGAR CORPORATION 
L IMITED 

Barabanki 1tnit 

5.03. (a) Closure of factory 

Mention was made in paragraph 2.04 (a) of the Report of the 
Comptroller and Audi tor General of India for the year 1975-76 
(CommerciJl) regarding takcoYcr of ick sugar factories. The plant 
and mac hi nery of Barabanki facrory, taken over in July 197 1, wa5 
outmoded. An important pan of the plant (60 teeth gear and 
pinion) was not giving sati facLOry sen ·ice since the date of takeover 
of the factory. The General M anager of the factory pointed out to 
the headquarters of the Company about the deteriorated condition 
of the gear bu t the work was carried on by repairing the said part 
from time to time. l1he Genera} Manager informed the Company 
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in Apri l 1976 that the part needed major repairs or replacement. 
The order for supply of the part was, however, placed in May 1977; 
and the part was to be received by September 1977. Due to cer
tain technical clarificat ions sought by the supplier and a major lock
out in their works, the part was not supplied in time and the penalty 
at the rate of half per cent per week, subject to a maximum of five 
per cent of the value of supply order, was not imposed. The plant 
was run with the old part which broke down on 18th April 1978 and 
the factory had, therefore, to be closed. Under the orders of Cane 
Commissioner, the sugarcane earmarked for crushing in the factory 
was 1 r:imported to Burhwal factory at the cost of Barabanki factory. 
Th us, an avoidable expenditure of Rs.2.50 lakhs (loading, unload
ing, transportation charges, etc. Rs. l .05 lakhs and wages of idle 
labour at Barabanki factory (Rs. l.45 lakhs) was incurred on shifting 
of sugarcane since the closure of the factory till 8th May 1978. Had 
the Compally placed the order ·when the defects were first noticed 
and reported by the General Manager to the Company in April 
1976 the expenditure of Rs.2.50 lakhs could have been avoided. 

T he Management stated (Sep tember l 978) that the mill was 
closed under compelling circumstances and the loss incurred by 
the factory on account of diversion of cane were unavoidable. The 
factory was bound to pay wages to the seasonal staff for the period up 
ro 8th May 1978 under the standing orders, irrespective of the date 
of closure. 

(b) Non-payment nf purchase tax 

Under Section 3-A of Uttar Pradesh Sugarcane (Purchase Tax) 
Act, 196 l , purchase tax on sugarcane is required to be paid by the 
Company to Government before lifting sugar from the factory for 
sale or comurnption, fail ing ·which penalty is Jeviable. 

For the years 1973-7-.l LO 1975-76, the Barabanki unit of the 
Company did not pay purchase tax of Rs.9.10 lakhs due on sugar 
cane before lifting sugar from the factory. After considering the re
presentation of the unit Lhat paymen t could not be made 6mely on 
account of financial stringency, the Collector , Barabanki imposed a 
penalty of Rs.0.32 lakh (April l 977: Rs.0.1 4 lakh , May 1977 : 
Rs.0.08 lakh and J anuary 1978: Rs.0.10 lakh) for delay in payment 
of tax. 
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T he ~ [ anagcm cn t stated (August I !l 78) that an appeal l1ad bce11 
fil ed with the Cane Commissioner for grant ing rel ief. 

The matter was reported to Govern m<."n t in July 1978; reply 
is awaited (March 1979). 

Kichha Suwir Compan)I L i·m iterl 

!).04. En erf!,y charges 

r\cc.ording to Lhe rate schedule of the Stale Electricity Board, 
applicable to large and heavy poi\:er consumers, if the energy sup
plied to a factory is u ti lised for non-industr ial purpose, such circuits 
hould be segrega ted by the consumer and metered separately. Con

sumption so recorded separately is to be charged under the appro
priate rate schedule. In case the consum er fa ils to record non
industrial consum ption separately, the en tire consumption is lo be 
charged at the higher rate appl icable to mixed load. 

The Company had :i anctioned load of 1,000 KV A. How
ever, it did not segregaLc the circn its of l he factory and residential 
colony till J u11 e 1977 . T h e Board billed the consumer monthly at 
the higher rate under mixed load tar iff, wh ich r esul ted in extra pay
ment of R&. 3 .9.~ lakh to the Board for the period from October 1953 
to June 1977. 

T he matter was reported to the Management in October l 977 
and to Governmen t in July 1978 · replies are awaited (March 1979). 

UTTAR P RADESH STATE BRASSv\TARES 

CORP,ORATION LIMITED 

5.05. M anu factitre and sale of ' lmkkahs' 

T he Company was incorporated on 12th Februar y 1974 wi th 
an authorised capital of Rupee one crore to develop brassware in
d ustry and to protect and encourage the sm:ill artisans engaged in 
brass and o ther allied industries. T he paid-up capital of the Com
pany, as on 31 t March 1977. was Rs.0·4-7 crore. 

In June 1977, Ll 1e Company received an order from a fo reign 
buyer (through its local agent) for supply of 2,400 pieces of br ass 
safjt1ri hnklwhs at the rate o( Rs.280 each (c. i. f. value : Rs.6·72 
lakhs). A comm iss ion of J 0 t;er cent on f.o .b. value (Rs.257 each) 



85 

of th e order (five j')(T cent immediaLely after despatch ol consign
ment and the remaining five' per cenl on receip t of payment from 
:he buyer) wa payable to the agen t. During June 1977 to March 
1978, the Company manufa tured 1,339 huldwhs (cost: Rs.2.5G 
lakhs), out of wh ich 800 huklwlts (c.i.f. value : Rs.2·2+ lakhs) ,,;er e 
consig11ed to the foreign buyer from October 1977 to .January 1978. 
Documents ~ent for payment (December 1977 a nd .Jan uary 1978) 
through a foreign lbank were noL retired by th e fore ign buyer. In 
January J 978. the b uyer r efu ·ed the good<; on Lhe ground of b ad 
" ·orkmamhip and irregular anrl slipped threaclings and requested 
th e Company to stop subseq uent despatches / shipments =ls he would 
not ei1tenain or reply any future comm u nicaLion from the Com
pany on the su bjecL. The Company. however. despatch ed (Febru
ary 1978) an other con ignm ent of 200 hukkahs, which could not b e 
shipped due to non-clearance thereof by Custom · authorities. The 
cons ignment wa brought back (July 1978) from the sh ipping agenls 
a t Bombay. On this consignment the Company spen t R .0-08 lakh 
n n t ransportation, loading, unloading. godown ren t. etc. 

Ei.~ht hundrerl pieces (cost : Rs. l .!53 lakhs) sent abroad ffere l y
ing at the foreign port and 539 pieces (cost: R s. l ·03 lakhs2 "·ere 
lying in stock of the Compan y (May 1978). The Com pany h ad ab o 
p aid agenc · commission oE Rs.0· I 0 lakh Lo the local agent. 

T h e Man agemenL/ Government slated (OcLOber 1978/January 
1979) that the Marketing Manager of the Company is being deput
ed to Saudi Arabia to attend to the problem per onally. I t was 
fu rther stated that notice had been given to the agent to refund the 
comm ission paid and to 1bear an y other losses which the Company 
migh t suffer. 

UTTAR PRADESH STATE .\ GRO INDUSTRIAL 

CORPORATION Ll i\ f1TED 

5.06. Purrhase and /Jrocessing of /7Nt\ 

In February and ~farch 1977. the Company p urchased J .48 lakh 
kgs of gTeen peas at the r ate oE R e.0.70 per kg for processing and 
pac\.:.io g in tin containers at i ts fruit proces ing fac tory at Kaimganj 
(Farrukhabacl ). D uring F ebrna ry a11d March 1 ~>77. the peas ,,·er e 
procc~secl and packed i11 I. 12 lakh contai 11 er of < 00 gm each . Before 
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the sale could oommence, the peas in the containe'rs were found to be 
puffed up. A committee appointed by the Company in May 1977 
reported (May 1977) that the peas in the containers were' puffed up, 
rusted and unfit for sale. Another committee, appointed in Septem
ber 1977 to ascertain the reasons for deterioration of the stuff, in its 
rep;rt observed Uanuary 1978) that (i) the day to day purchases being 
in excess, the peas could not be proce sed on the same day which re
sul ted in their contamination : (ii) defect in the operation of seeming 
machine . re·sulted in puffing of peas in the tins ; (iii) proper incuba
tion test of tins was not done which r esulted in rusting ; (iv) bleach
ing of peas was not done which made the stuff unfit for buman con
sumption ; and (v) water in the cooling tank was contaminated. 

The entire' stock (peas in l.42 lakh containers- value: Rs.4.26 
lakhs) ·was declared (February 1978) by the Company unfit for human 
consumption. The Company expected (February 1978) to salvage 
about 0.05 lakh saleable tins (value : 0.1 5 lakh). Thus, excess 
purchase and defective processing of the peas resulted in a loss of 
Rs.4. 11 lakhs to the Company. 

The matter was reported to the Management in April 1978 and 
to Government in June 1978; repli es are awaited (March 1979). 

lJTTAR PRADESH PASHUDHAN UDYOG NIGAM LIMITED 

.'i.07. Loss of slain.less steel sheets 

In September 1975, the Company placed an order on a firm of 
Bombay for supply of 15,000 kgs of 'Japan make' stainless steel 
sheets. In December 1975, Lhe su pplier despatched the material 
of the value of Rs. 0.6-t lakh and sent the despatch documents 
through bank, which were retired (December 1975) after making 
95 per cent advance payment of R . 0.61 lakh. 

On receip t (January 1976), the sheets were r ejected b eing of 
indigenous make. The supplier was asked (February 1976) either 
to replace the material or to refund the amount paid. In July 
1976, the supp lier agreed to replace the material and requested the 
Company to send the material to them through road transport and 
despatch the documen ts through bank. 

, 
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On 5th August 1976, the material \ras despatched through a 
local road transport agency without transit in uran"ce. The mate
rial did not reach the supplier and was reported '(March l 977) by 
the supplier to have been lost in transit as it was not available with 
road transport agency. 

In J an u ary 1978, the Company filed a ci,·il su.it agai nst the 
supplier and the transport agency, which i pending (March 1979) 
in the Court. 

The Matter was reported to the Management in April 1978 
and to Government in June 1978; replies are <maited (March 1979). 

GORAKHPUR MAN DAL VIKAS NlGA I LIMITED 

S.08. Shortages in stores 

Four mini-sugar units oE Poorvanchal Vikas 1 igam Limi ted. 
Faizabad were transferred to the Company in October l 976 under 
the orders of the State Government. The Manager of one of the 
four units holding charge of the stores was later on (January 1977) 
transferred back to Poorvanch al Vikas Nigam Limited, but he <lid 
not hand over charge of tt e stores. On physical verification of 
the stores at the end of I 976-77, shortage of the value qf Rs. 1.1 d 
lakhs (sugar mixed molasses: R s. J .11 Jakhs, rress mud : Rs. 0.0·1 
lakh and office equipment : Rs. 0.03 lakh) were noticed. The 
Manager, instead of joining the Poorrnnchal Vibs Nigam Limited, 
obtanied (April I 977) a stay order from U ttar Pradesh P ublic Ser
vices 'Ti"ibunal against his r eversion and is po ted at the headqua
ters of the Company. 

The Management stated (N ovembe'r l 978) that after conduc
ting the preliminary enquiry, firs t information report ·was lodged 
with the police on 11th November 1978 . 

. T he matter was reported to Government in August 1978; 
reply is a,,·aited (March. 1979). 



CHAPTER II 

STATUTORY CORPORATIONS 

SECTION VI 

6.01. I ntroduction 

There were four Statutory Corporations in the State as on 3 1st 
March 1978, viz. Uttar Pradesh . tate Electricity Board, Uttar 
Pradesh State Road Transport Corporation, Uttar Pradesh State 
Warehousing Corporation and Uttar Pradesh Financial Corpora
tion. 

(a) Uttar Pradesh Stale Electricity Board 

The Uttar Pradesh State Electricity Board was established on 

1st April l 959, under Section 5 of the Electricity (Supply) Act.1948. 

The Board has not adopted (December 1978) the accounts for the 

year 1977-78. The provi ional accoun ts show that the Board incur

red a loss of Rs. 2,309.35 lakhs during the year 1977-78 as against 

the loss of Rs. 417.86 lakhs in the previous year. 

( i) Loan capital 

T he aggregate long-term loans, including loan from Govern
ment., bonds, debentures and deposits obtained by the Board as 

per the provisional accounts was Rs. 1.722·32 crores at the end of 

f 977-78 and represented an increase of Rs.214·3] crorcs over the 
1·ntal long-term loans of Rs.1 ,508·0 l crore's at the end of the previous 
year. 

(i i) (.; ua ran l ees 

The guarantees given by GoYernment on behalf of the Board 

for repayment of loans and bonds and payment of interest thereon, 

redemption of promi sory note~. ca~ h credit faci litie;. to the encl 
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of March 1978 amounted to Rs.262·62 crorcs. aga inst \\·hich Rs .178· 87 
crores were outstanding as on 31st ~farch 1078. a!> !lh O\rn below: 

Source 

Public issue of bonds 
Financial institutions (including banks) 

Total 

Maximum Amount 
amount of guaranteed and 
guarantees outstanding 

given by on 31st 
Government March Un8 

(Tn crores of Rup--i' s) 

86 .97 
17~ . 65 

262 .62 

86 .97 
91 .9Q 

178 .87 

Government have also guaranteed, with unlimited liability, the 
payment of cost of stores purchased through the Director General, 
Supplies and Disposals and payment of fre igh t and other dues to 
the Railway Boatd. 

(iii) A synoptic statement. showing the summarised financial 
results of working of th e Board, as per the provisional accounts for 
the year 1977-78, is given in Appendix Il. 

(.b) Other Stattttory Corporations 

( I) Uttari Pradesh State Road Transpo1·t Co rjJOration 

T he Uttar Pradesh State Road Transport Corporation ·was 
established on l st June 1972. Accounts for the years 1976-77 and 
197 7-78 have not been final ised (March 1979). The provisional 
accounts for 1975-76 showed a profit of Rs.176.86 lakhs against a loss 
of Rs .25 1.82 lakhs in the previous year. 

Guarantees 

Government have guaranteed the repayment of loan and pay
ment of interest on loans taken by the Corporation up to 3 l st 
March 1978, as shown below: 

Source l\'laximum Amount 

Industrial Development Bank of India and 
a commercial bank. 

amount of g uara,nteed 
guarantees ::ind outstand-

given by ing on 31st. 
(fovemment~' March 1978* 

(In lakhs of Rupees) 

2,625 .00 l ,369.00 

• Figures as per the Finance Accounts for the yeilr 1977-78. 
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(II) Utlar Pradesh Slate Jflarehollsing Corporat ion 

Accounts for the year 1977-78 ha,·e not been finalised (Decem
ber 1978). The Corporation earned a net profit of Rs.165·29 lak.hs 
during 1976-77 as agaimt a net profi t of R s.53 ·:57 lakhs in the pre
vious year. 

Guarantees 

Governmen t have guaranteed the repayment of loan and pay
ment of interest on loans taken by the Corporation up to 31st March 
1978, a s hown below: 

Source Ma.rim um Amount 
amount of guaranteed 
guarantees and outstand-
given by ,, ing on 31st 

Government* March 1978* 

(Tn lakhs of Rupees) 

State Bank of India 350 .00 350 .09 

(I II) Ullar Pradesh. Fiwmcial Corporation 

Ci) Capital 

The ca pi Lal as on 3 1st March 1978 was Rs.4 95 lakhs. represent
i11 g :rn increase of Rs.120 lakhs o,·er the capital of Rs.375 lakhs at the 
rod of the previous year. 

(i i) Long-I enn loans 

The balance' of long-ter m loan obtained by the Corporation 

wa · Rs.3,365·43 lakhs as on 3 l st March l 978. The break-up of the 

balance. according to the sources of finan ce, " ·as as under: 

RotU'ce A mount 

Stn.tP Go,-ernment 

Public issue of bonds 

(In lakhs of Rupers) 

38 .03 

J ,974 .88 

Resf' tTC Rank of India and Industrial Development Bank 
of I nrl i11 

Tota] 

*Figures as per the Finance .A ccounts for the year 1977-78. 

J ,352 .52 

3,365 43 
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(iii) Guarantees 

The State Government have guaranteed the repayment of share 
capital and payment of annual dividend thereon, repayment of bonds 
and payment of in terest thereon, as given in the table below: 

Brief particulars 

Share Capital (Annual dividend at 3! 
per cent also guranteed) 

Bonds (interest thereon also gu aranteed ) 

(iv) Profits 

Maximum Amount 
amount guaran t eed 

guaranteed"' and outstanding 
on 31st 

March 1978* 

(In lakh s of Rupees) 

420.00 420. 00 

1,600 .00 1,600 .00 

During 1977-78, the Corporation earned a profit of Rs. I 05-49 
Jakhs representing 21 ·3 p er Cfnt of the paid-up capital of Rs.495 
lakhs as against the profit of Rs.93·24 lakhs. representing 24·9 per 
cen t ol the paid-up capital of Rs.375 lakhs, during the previous 
year. 

G.02. A synoptic statement showing the summarised finan cial re
mit of " ·orking of the three Corporation , viz. . Uttar Pradesh Finan
cial Corporation , Uttar Pradesh Sta te Warehousing Corporation and 
Uttar Pradesh Sta te Road T~·;rn spon Corporation, on the basis uE 
1he latest available accounts, is g iven in Appendix II . 

- -------------- - ----- -- ·-- ·-
• Figures as per the Finance Accoun ts (or the year 1977-78. 



SECTiION VII 

UTTAR PRADESH STATE ELECTRICITY BOARD 

HARDUAGANJ T HERMAL POWER STATTON 

7.01 . lntro<lnction 

T he table below indica tes .the particulars of the Board's instal
led capacn y, power gene'rated and sold, etc., for the three years up 
to 1977-78: 

Particulars 

Installed capacity of generat.ing pJantg 
(in MW) 
Total power generated (in M:KWH) 

Power used for generating station au xi
liaries (in MK.WR) 
Power available for sale from Bon rcl' st 
generation (in MK.WR) 

Power purchased (in MKWH) 
Total power available for sale (in MKWH) 

Power sold (in MKWH) 

Lo ss in transmission and distribution 
(inMKWH) 

Normal maximum demand (in MW) 

Connected load (in 1'fW) 

Load factor (percentage) 

Percimt.age of power generated to ins
t alled capacity 
P ercentage of auxili.ary consumption to 
power generated 
Percentage of transmission and distribu
tion loss to power avai lable fo r salo 

1975-76 

2,078 .3 

8,012.5 

543 .0 

7,469 .5 

465 .7 

7• 935.2 

G,24G . l 

1,689. l 

2, 157' 0 

3,99 L .5 

33.1 

4-3 .0 

21.3 

7.0'.?. Generation capaci ty and utilisat ion 

1970-77 

2,490 .3 

9,629 .9 

607 .3 

9,022 .6 

725 .3 
!J, 747. 9 

7,432 .4 

2,315 .5 

2,34:i.O 

4,203. 9 

:36 .2 

44. l 

(j .3 

1977-78* 

2,747 .3 

9,289 .3 

678.0 

S,611 .3 

118 .1 

8, 729 .! 

6,937 .3 

1,792. l 

2, 730 .0 

4 , 310 .:l 

39. -l 

38.6 

7 .3 

(a) T he total generation capacity a,·ailablc " ·ith the Board from 

*Provisionn 1 

92 
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differenL sources, including Harduagauj al tbc dose of the thre·e 
years up to 1977-7 8 was as under : 

A - S tearn 

Obra 

Panki 
Hard uaganj 

'A ' Powel' House 

'B' Powt-r Rou se 

'C' P ower Hou s<' 

Rivers ide Powc.:r H ouse, I<anpm· 
Electricity Supply Administration 

Other sma II thermal power stat.ions 

B- Ilydtl 

Rihancl 

Obra. Hyc1c l 

Khatim a. 

Yamllna Stage I 

Yamtina • tn,gc Tl 

Kulhal 

Ra.mgn.n<>'n. 

Mata.Li la 

Total 

Other small power stations on Ganga 
C1rn11 l 

'I'otal 

C- lnternal CCYlnb'l.tation 
D- 'J.lotal of Board's own COtpacily 
Percentage of capacity of Harduagan:j 
to total of Board's own capacity 

As on 31st March 

1976 1977 1978 
(Provisional) 

(Capacity in M\iV) 

550 .0 

U4,0 

90 .0 

~JO.O 

550.0 

28'1.0 

\-JO .0 

210 .0 

750.0 

284.0 

fJO .0 

210.0 

60 .0 120 .0'-' 

7 .3 .ll 75.0 75.0 

1:n .5 

I , 126 .:; 

137 .5 137 5 

1,406.5 l ,666 t5 

300.0 

U9.0 

".1-1.4 

84 .7 

240.0 

30 .0 

06.0 

30.0 

300.U 

99 .o 
"4,l .4 

84 .7 

240.0 

30.0 

198 0 

30 .0 

45 .2 45 .2 

936 .3 1,068 .3 

15. 5 15 .5 

2,078 .3 2, 490 .3 
14.4 14.5 

300 .0 

99 .0 

41 .4 

84 .7 

240 0 

30 .0 

198. 0 

30 .0 

45 .2 

1,fl68.3 

12.5 
2,747 .3 

ltS .3 

- -------------------- -·--
"'Excludes 11 OMW of stage V of 'C' Power Houee rolled on 3 bt March 

1978, but not put on commercial prodnction. 
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(b) T he details of the electriciLy a\·ailablc 1t om differcnL ~ources 
during the three years up to 1977-78 are giveu below : 

A - Steam 

Obra 

Panki 

Harduagauj 

'A' Power House 

'B' Power House 

'C' Power House 

Riverside Power House, 
Kanpur Electricity Supply 
Administration 
Other small thermal 
power st ations 

Total 

B-Hydel 

Rihand 
Obra Rydel 
Kha ti ma 
Yam una Stage I 
Yamuna Stage II 
Kulhal 
R amganga 
Matatila 
Other small power stations 
on Ganga Canal 

Total 

C-Internal combustion 
D- Total generation from 

Board's stations 
E- Power purchased from 

others 

F- Total power available 

1975-76 1976-77 1977-78 

( Provisional) 
(In Mkwh) 

2,429 .8 

3158 .3 

379.0 

l ,299 .0 

405 .4 

484 .2 

5,355 .7 

492.4 
181 .9 

230 .7 
489 . l 
730.9 
89.5 
94.6 

141. 7 

204.6 

2,655 .4 

1.4 
8,012 .5 

465.7 

8,478 .2 

2,780 . l 

340 .5 

421 .4 

1,310 .1 

445.7 

498.5 

5,796 .3 

1,240. 7 
447 .5 
176.5 
410.5 
856.3 
157 .5 
208.4 
119 .2 

215.4 

3,832 .o 
l .6 

9,629 .9 

725.3 

10,355 .2 

2,744· 3 

1,052 .4 

365.9 

871 .4 

252.8 

375 .3 

449 .7 

6,111 .8 

826.0 
313.1 
126 .8 
355 .2 
813 .8 
145 .0 
252.1 
136.3 
206 .7 

3,175 .0 

2 .5 
9,289 .3 

118 . l 

9,407 .4 

I 



G-Percentage of power gene
rated in Harduaganj sta
tion to : 
(i) Total of Board's gen

eration 
(ii ) Total of a.vailalilc 

power 

95 

I 07 .3- i u 

20 .9 

10.8 

I !f, U-7 7 1977 -i~ 

(Provision<1.1) 
( fn iVIkwh) 

18 .0 15 .9 

16.7 15. 7 

(c) The following paragraphs den l w ith some aspects of Lhe 
working of the H arduaganj Thermal Po\\'c r StaLion: 

7.03. T he Power talion wa;; c tabli~h ecl in 19-!5 wiLh a gene
rating capacity of 20 :\ fW . \ Vi tlt the fa~t indu trialisation of the 
western pa rL of t he St:ne. 1 h i. Power Station was selected 'by the 
State Governmenl for expansion in I 9GO. Expansion programmes 
were undertaken thereafter and the present generating capacity is 
420 MvV.* T he old plants of 20 MW ( I x l 0 M'\V and 2 x 5 MW) 
erected in 19·12 were closed (one unit in 1967 and two uni ts in 
1970). 

T he table belo"· indicaLes the year of commiss ioning of differen t 
units, the total generating capacity and the capital cost of the PO\\ er 
Station: 

Unit Proposed Actual 
year and year and 
month of month of 
commis- comm.is-
sioning sioning 

A Power House 90 1\HV 

Stage I (2 X 30) I September Aprill 
1962 1962 I 

~ 
H Se ptem her July I 

1962 1962 J 

Project 
estimate 

Revised Ex pcn-
estimat e di lure 

incurred 
11p to 
l\larch 

] 978 
(Provi
sional) 

(In Jakhs of Rupees) 

559.31 549 .00 549 .00 
(Year of 
reYision 
not avail -

able) 

•NOTE- Refer note under pa.ra 7. 02 (a) . 



Unit Propo1:1titl 
year and 
mont h of 
comm.is-
sioning 

Sta ge II (1 x 30) III 1\!Ia.rch 
1964 

B P ower House 210 MW 

St age HI (2 X 50) I }farch 
1968 

lI September 
1968 

A cLun l P!'Oj t!cL 
year antl estima.t o 
m onth of 
co mmis-

sio ning 

H vi sed E xp JH 
estimat e diture 

incurre<l 
up to 

}far ch 
1978 

(Provi
sional) 

(In 1r.kh1:1 of Rupees ) 

March 
1964 

259 .20 330 .72 446 .59 
(Year of 
r evision 

not 
available) 

Maroh 1 1,044 .49 1,999 .53 
1968 (revised in 

1965) 
January I 

1969 j 

1,964 .56 

S tage l V (2 x 55) III Sept ember J anuary l 1,094 .44 2, 156 .12 
(revised 
in 1967) 

2,619 . 73 
t 9o9 i912 I 

r 
IV lVfarch September I 

1970 1972 J 

0 P ower House 230M.W':' 

S tageV(l X llO)VIIDecemberNot com-1,918.151 8,246 .00 
. 1977 missioned (revised 

on I in 1970) 
commercia l I 

load I 
(Decem ber ] 

1978) f 
Stage VI (2 X 60) V December May 1977 2, 260 .491 

j 976 

VI June 
1977 

October 
1977 J 

8,212 .M 

*Working of C Power H ouse h n,s not been dea.lt wit h in the Reveiw as 

the Power H ous e \\'OJ'ked for a s hor t iieriod. 

·~ 

• 
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Delay in commissioning 0£ the uniLs under stages Ill to VI was 
auributecl (March 1978) by Lhc i\Ianagement Lo delay in arranging 
for r eplacement (second unit of stage III), delay in receiving plant 
and equipmenL from manufacturer:. (un i ls of stage IV), delay in com
pletion of steel structures and imporl of heavy steel section (first and 
second units of stage VI). 

The variaLion between the or iginal esLimates and the revised 
cslimates was stated (March I ~l 78) by the Management Lo be due to 
the following reasons: 

Stage ll-(a) R evised estimates were based 011 actua l tendered 
rates, and Gb) provis_ion of " ·ago11 tippler:, and coa l handling plant 
and equipment had to be made due to introduction of 90 tonne box 
type wagons by the Rail'ways. 

Stage 111- 1 terns not provided for or inadeq uale provmon m 
the original estimate (Rs.-15 6-~ '.) lakhs) and increase in cu~torns d uty, 
devaluation of Indian cu rrency and increase in labour rates (Rs.434·60 
lakhs). 

Stage IV-Original proj ect estimate was ba ed on i.rn porLed plant 
whereas indigenous plan t 1\'as provided for. which increa5ecl the cos~ 
by Rs.985·64 lakhs. 

Stages V and Vl-(a) Items not 11.-0\·iclcd for or inadequate provi
sion (Rs.2,341·95 lakhs); (b) i11cre:1 '>c.: in cost of equipmen t and mate
ri al (Rs.735·72 lakhs); and (c) proponionatc inc-ease in direct and in· 
direct charges and wages (Rs.987.59 lakhs). 

7.0.f. Organisational sf'l-n/1 

The Power Station is managed by two ~ ldditional Chief Engi
neers, one for operation and maintenance and the other for construc
tion of new projects . They are· assisted by five and four Superin tend
ing Engineers respectively. A Senior Accounts Officer is responsible 
for the accounts relating to operation and maintenance and there is 
an Accounts Officer for accou nts relating to construction ·works . In 
August 1978 a General Manager was appointed to act as a co-ordinat
ing authority between t.hese two at the site. 
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7.05. Plant operation ancl oatages 

The technical commi tLee on power . appointed by Lhe State Gov

ernment in M arch ] 972, in its report (December 1972) recommend

ed, inter alia, that Lhe thermal power sla Lions of the Board sh ould 

aim to achieve 80 pn cent planL ava ilab il iLy within a short t ime and 

85 per cent wi thin Lhe next two or three years. M osl of the uni ts of 

the Power Srntion, however, could not achieve 85 fJ(ff cent p lan t avail

a biliLy during the th ree year:, up Lo 1977-78. T he availa ble hours, 

aCLual operat io n hours and the percen Lage o f plant availability of 
each u n it, for L11c three years. were a u11 clcr: 

l07G-7G l!J7G·77 1977-78 

Unit Ava il- A<:lu11.l P ercon- .\.vo.il- Actua l Purcon. Avo.il- Actua l P oroo11 
a.b lo OpCrlt- tago ablP opera· tag? ablo opera- tngo 

hours tio n avail· l10UL'8 ti o n 1w 11,1I- hours t i on a vail. 
hour:> abili t,y hours ability hours a bil it.y 

A P ower H ou.se 

I x :lo l\l W 8,784 G,:!Uii 7 J. 8 8,7GU 
Eet 

7.8'16 8!)· l 8,760 6, l OG 6\J · 7 

l x :10 1\1 w 8,784 
se L 

7,0()7 7!) · 8 8,760 6,66.5 76· l 8, 760 6,34.i 7:), .• J 

i xao ,\ l \V 8,78•1 .1.!Jll!J Gi · :3 8,760 7 ,:!:! ~ 8~ ·:'j 8, 760 7,1 ., 8:! · 0 
set 

O verall por· 
form11nce of 

:!G, 3.'i:! 10,:!:.! I 7:,?. 9 26,281) :d,695 8:1 · 5 26,:!80 19.633 74·7 

t h reA unit s 

:/3 P ower H ouse 

1 x50 i\IW 8,784 Ci,817 77. (i 8,760 6,91:.:! 78· 9 8,760 4,608 5:.!· (i 
set 

I x50 M W 8,784 7,269 82·8 8.760 6,'l2t! 75 · 6 8,760 2,622 20 ·9 
set 

1 x 55 MW 8,71!'·! 7,466 85 · 0 j 8,760 6,56:J 75·0 8,760 7,25 8 82·8 
set 

1 x55 MW 8,~ 84 6,685 76· 1 8,760 6,393 73·0 8,760 3,57 1 40· 8 
set 

Overall per -
forms.nee of 

35,136 23,237 80 · 3 35,040 26,492 75 · 6 35,0 40 18,059 51· 5 

the fou r units 

Overall per· 
fo tmnncc of 

77 .0 78·5 61 ·5 

the station 

NOTE : The fig m·cs l.\l'O b nsod on t ho p lant recorda ma in ta ined by the Efficiency Divis ion 
of Lhc Powor Sta~ion. 
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The' details of outages in respect of the generating sets of the 
Power Houses 'A' and 'B', during Lhe three years up Lo 1977-78, were 
as under : 

Causes Outages (in holU's) 

A Power House B Powe1· Ho use 
3x 30 MW sets 2X 50 and.2 x G5 MW sets 

1975-76 1970-77 J977-78 1975-76 1976-77 ] 977-78 

(i) External 

(a ) Absenue of de- 14-1 
mand in grid 

(b) Grid distnl'i.H1ncc J. 3 69 47 80 42 7 

(c) Non-availabirty 90 2 4 
of coal/furnace 
oil 

Total 13 60 l ;J 7 82 190 7 

(ii) I nter·ncit 

(a) Major over- 2,937 G,048 I ,200 J ,358 5,26G 
hau ling 

(b) Annual main- ilO 2,376 47!) 1,652 5,123 
t enance 

(c) Fault/break- · 
downs in 

Boiler 1,666 614 33!) l ) 326 1,270 2, l O!:l 

Generator 357 48 58 68 138 2,962 

TlU'bine 1,554 1,053 918 982 446 1,126 

Super heater 2,040 3,070 40 

(d) Others 418 425 147 722 424 349 

Total 7,118 4,516 6,510 6,817 8,358 16,974 

Total (i) and (ii) 7,131 4 ,585 6,647 6,899 8,548 16,981 

NOTE: These figures are based on the records maintained by the Effi-
ciency Division of the Power Station. 
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7.06. Major overhauling and annual maintenance 

The Lechn ical committee on power, appointed by the State 
Government, in its report of D ecember 1972, stated that by organising 
power maintenan ce and operation schedule and mobilisation of tech
nical and operating staff, it ·would be possible for the Board to reduce 
the p eriod of major overhauling and annual maintenance to e ight 
and four weeks, i.e. l ,344 and 672 hours respectively. 

Major over h au ling is r equ ired to be carried ouL once in every 

three year~ . Th e Lime taken by the Power Station for major over

hauling of some units was as follows 

Unit Capacit y Period H ours 
(in )f\V) taken 

A P ower H ouse l 30 June to August 1975 1,705 

I 30 August to November 1977 2,312 

l3 Powel' House I 50 May to October 1977 3,777 

1 \i 55 NoYcmber 1977 to J anuary 1978 l ,488 

Major overhauling of UniL 11- i)() MW and ll l-55 MW of B 
Power Ho use was not clone after 197.J -7:) and Unit 1 f-~O MW of 
A Power H o use \ l'aS not done during 197 1-75 Lo 1976-77. 

Similarl y, the lime Lakeo for annual maintenance of some of the 
I u rbo-ge11crati ng el ' in Lh e Power Station was in excess of the time 
recommended (672 hou rs) by the techn ical comm ittee on power, as 
indicated below: 

Year 

1976-77 A Power House 

B Power House 

1977-78 (January A Power House 
1978) 

B Power House 

Unit 

II 30 MW 
III 30 MW 
I 50 MW 
I 30 MW 
II 30 MW 
III 30 MW 
II 50 MW 
IV 55 MW 

Actual 
hours 
taken 

1,196 

1,023 

798 
2,312 

1,137 

1,269 

4,143 

980 
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The Technical Advisor y Committee (for modernisation of main

tenance procedure in large thermal power lations), appointed by 

the Government of India, in i ts report (June l 972) advised that the 

boilers should not be kept in operation over long periods w ithou t 

overhauls a · it l ed to uneconomical and inefficient generation, 

increased ;ind unplanned outages fo r emergent main tenance and 

occurrence of certain damages necessitating costly replacements. 

However, annual maintenance of Un it III (S5 M.W) was not done 

dllring the years I 97!>-76 and I 977-78. 

7.07. (a) Damage lo f<trbine 

Un it V[ (60 M'\\') of Stage VI suddenly tri pped in November 

!977 a fter running for 568 hours and got completely smashed 

beyond repairs. One of the wheels after disengaging itself from the 

Unit landed on the I ubricating o i I Lank of another Un it V ·which 

had to be repaired at a cost oE Rs. I 2·!)0 lakhs and was put into 

operation in March 1078. The exten t of damages to civil work of 

Un i.r V I was assessecl :-it R s. 2.00 lakhs approximately. T he in ital 

cost of rhe damaged turbine and generator of Unit Vf was R s. 2.~0 

lakhs. T he turbin e :-ind generator were considered beyond repairs 

by the project :-iuthorities. 

(lJ) Explosion.~ in flu: hflll rnill 

Ther e were three (one in August I 971 :-ind two in April 1975) 

explosions in a ball mill of Unit I installed in B Power House, which 

resulted in outage~ oE 326 hours. A case study conducted by an 

Execu tive Fngineer (Efficiency Di vi,.ion) of the Po,,·er Station (May 

LO July 1975) to improve th e plant ava ibbil ity r eported (Ju ly l 975) 

the causes of explosion as poor ventilation. use of high hard grove 

index coa l ancl presence of oxygen 111 Lhe a ir. I t wa tated by 

Power Stat ion auLlioritics th at care ha'i been take n to ensure that 

raterl How of air is maintained th ro ugh the ba ll mill. 
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7.08. Low utilisation of capacity 

The following table g i,·es the actual generation vis-a-vis the 

installed generati ng capacity: 

Name of 
powor house 

A 

n 

Yen.r 

1975-76 
] 976-77 
1977-78 
l 975-7G 
l 97G-77 
1977-78 

Install ed 
generating 

rapac· it.y 

Actual P ercentage 
genf' r:-it.ion of generation 

to installed 
capa<'ity 

(In M'kwh) 
790 .5 379.0 47 .9 
788 4 421 .4 53 .4 
788 .4 365 .9 46 .4 

1,844 .6 ] ,299 .0 70 .4 
1,83!) . 6 l ,3l0 . L 71 .2 
1,839 .6 871 .4 47 .4 

Tn r espect of A :rnd R Po \rer House~. th e optimum generation 
\\":'IS fi xed I)\· the Board :'It l ~ O ~ Tkwh ~l!ld I.'.!()() 1\ fk wli re pect ively. 

7 . 0 ~I. T Ii r'1'rn a 1 r' ffr ci en C)' 

T he r :1rticnl ars reg'1rdjng the thermal efficiency (o u tput of 
r lcctri c1l en cr~y. denoted as a percen tage of the i11 put of heat e11 ergy 
rn11ta i11 cd i11 th e fuel used i11 gencraticm ) g uaran teed by the manu
factm ers oF the pLlll t ancl ach ieved by d ifferent sets of the Power 
f l oll~C'i /\ ;rnd B. d11ring the th ree year'> ll j> to 1977-78, are indica l
C'd hclow: 

Part.ion la rs 

A Power House 
Stage l-2 X 301\fW 
Stage Jl- 1 x 30MW 
B Power House 
Stage 1H- 2x 50MVV 

Thermal 
efficiency 

gtrnrnnteerl 

35.0 
:15 .~ 

2fl .9 

Actual effi ciency 

1975-78 1976-77 1977-78 
(Per cent) 

16 .2 
22.7 

29.2 

14 .8 
23 . 1 

29 .9 

14.8 
24 .4 

27 .8 

.. 

Tn th e case of !-1 0 i\1\\r sets. the lower thermal effi ciency was I 
at tr ihut ed (i\ f arch I q/8) by l he Project. aul hori ries to the inheren t 
des ign clcfect~ of the bo il ers . Though the suppliers had ca rried 
o uL mocl ifi c:1 tio11 ... . Lliey have not bce11 abl e to perform sat isfaclor y 
acceptance tesL. T he matter h:1s been referred to arbitrat ion in 



103 

1970. Further development rn the m atter is awaited (December 
] 978). 

7. I 0. Consumj1t ion of coal 
The coal consumption per Kwh energy generated in respect of 

Yanous sets, as per the project est imate· and the actuals there
;iga inst. "·ere as 11nclcr: 

A Power H ouse 
3 x 30 MYV sets 
As p et· the project estimate 

Actual consumption. 

B Power H ouse 
2 X 50 MW sets 
2 x 55 l\fW set s 
As per t h e project estinrnte 

Act.na1 consumption 

l 97fi-7G J 076-77 1977-78 

(Qu:i,ntity in grammes) 

630 
741 

fi20 

G54 

630 
757 

520 

fiOO 

030 
778 

520 

G40 

Coal consumption in two setc; of A Power H ouse was high . 
R easons for this wcrr ~ t a red (~ l arch l ~!78) by the Managemen t to be 
inheren t design defect-; in bo ilers. The inanu faclllrer could not 
perform satisfacLory acceptan ce te<;ts even after moclific:-ition oE the 
boilcrc;. 

The cxces rnal consnmpt ion in R Power H onse w:-is attribu ted 
to leakage ol steam in starting ancl stopping of machine and receipt 
oE coa l of different rn lorinc values. 

7.11. ,,Ju:xiliary conswnption 

T he details of aux iliary consumption in A :ind B Power Houses, 

1 during the three years up 10 I 077-78. arc given below: 

I 
A P o\Yer Honse R Power House t-

Year En.ergy Consumed P el'cen- Energy Consumed Percen 
gr ner atecl i n. auxi- tagc of gcn.C' ra t cd jn au xi· age of 

li nries consnmp- liaries con sump-
t.ion t i on 

(Tn Mkwh) (In )fkwh ) 
1975-76 379 .o 36 .i> !) .fl ] ,299 .0 12!) . 7 10 .0 

I 
1976-77 42 1 .4 4 l. l !) 8 1, :3 10 .0 1 ~2 . 0 10 .1 
1977-78 ~65 . n 40 .4 11 .0 871 .4 !)3 . (j 10 . 7 
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The project estimates (as rev ise<l in 196?> zmd 1967) of both the 
Power H ouses prov ided For consum ption of electriciLy in the auxi
liaries at 8 an<l ?t per cent in A and B Power Houses respectively. 
Taking Lhe level of con sumption. as laid dovm in the pTOject repor t, 
the revenue on possible sale of po,,·er con urn ed in excess in the 
auxil iaries. dming Lhc three years up to 197 7-78 (January 1978), was 
as under: 

1975-76 1976-77 1977-78 

Excess consumption in auxilia1·i<'s (i\flnvh ) 38 5 
Energy t hat would have boon nniilithk 30 8 

for sale after allowing system losses 
(Mkwh) 

Aceruable revenue on sa.le of energy on 7<3· 72 
t he Board 's aver <ige sales realisat ions 
(In lakhs of R np ces) 

41. 1 
32 .0 

77 · G9 

39 3 
32 .0 

86· 6G 

The P01,·er H ouse au thori ties sta ted (October 1978) thtt t aux1-
littries consumption va r i c~ accord ing to tlte b vo ul. 

7. 12. F 11 P/ 

Alloca1 ion of coal to varions power hou. es i5 made by the Link
age Comm i1 1ee of the Governmen t of Tn d ia a~a in s t rate contracts 
with Lhc Coal Tndi:1 I ,im ircd . The power 1 ~ 011 ses get coal from 
d ifferen t co lli eries of C':l!\Lern and ce111ral coal fields. T here are two 
~eparal c div ision:-, for handli ng the :.u pply o E coal Lo the two power 
houses. I n add it io n. there is an Effi ciency Division for both the 
power homes Lo keep d1 e records of fuel consumption . 

There i ~ no <1 rrangemen L for "-cighment of coal at the receiv
ing ends and 1he Bovrd has to be:lr tr:-imit lo11se:-. if any. Duri ng 
.-\ priJ I 97:) 10 February 1978. the tram iL Jos~e~ of coal in B Power 
House ra nged from 7 LO J 0 /J n rr nt. T he v;:-: lue of coal lost d uring 
th is period in excess of the pcnni <;i; ihl c limit of fl ve jJer cent as pres
cribed in F inancial Hand book of the Sta te Govern ment :1dopted by 
the Boarcl works ou t to R s. I 28·G4 Jakh-; . 

The tra nsiL losses in ,\ Power House r:.mgecl be tween 2.54 and 
·1·93 per cen t d uring April I !)7 1 to n ecernbr r 1977. The di ffer
ence in q uantu m of tra nsit losses of the t,,.o power houses was auri
bn ted (March 1978) b\· rhe pro ject a uthorir ies to the following-: 

I 
I 
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(i) The size of th e coal received in A Power House was below 
one inch and in rare cases it went up to two inches to five inches, 
while the size of coal r eceived in B Power House went up even to 
24 inches which is more prone to pilferage enrou te. 

(ii) The collieries were different for the two power houses. 

(iii) There were more stoppages enroute for B Po-wer H oust 
than A Pm,·er House, resulting in more pilferages in transit. 

(iv) Defective method of load ing at load ing points. 

The Board stated (February J 979) that there was no agTeement 
with Coal India Limited accord ing to which Coal India Limited can 
be pressurised for reducing the size of coal. 

ConswnfJtion of fw' l oil 

R ecor<ls r elating to receipts, storage and issue of light d iesel 
o il / furnace oil for generation are maintained by the coal handling 
d ivisions, while comumpt ion records are maintained in the Effi
ciency Division. The consumption is recorded at both th e ends. 
There were 'ariat ions in the two seLS of figure~ of consumption 
rrcorded by the Coal Handling Divis ion in B Po\\'er House ancl 
Efficiency Divisio11 , as detai led below: 

Yenr Light cHesel oil Furnace oi l 

As per As per As per As per 
records of per records records of recorrs of 
the Coal of the the Coal the Effi-
HandJing Efficiency Handling ciency Divi -
Dfri l'ion Division Dh-ision sion 

(In Kilolitres) 

1973-74 9,62L 10,363 800 

19"/ 4-75 8,737 ] 1,09.J. 5,980 3, ](l!) 

1975-76 9,85 1 !),855 L0,283 10,807 

1976-77 ] 5,689 15,604 ] ,272 1, 250 

1977-78 14,260 13,990 2.369 2, 3611 

R easons for the varia tion-; were nor i 11 \·estig:t tecJ (February 
1979). 

' 
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'i".13. E xcess manpower 

The table below indicates the staff requirements for operation 
a nd main tena nce of th e Power Station and the 'lctual deployment 
thereagaimt: 

1975-76 1976-77 1977-78 
A Power House 

Personnel factor -per MW ns per the 5 47 fl .47 5 .47 
project estimate 
Actual 13.87 14 .40 12 .83 

B Power H ouse 
P ersonnel factor per MVY as per t he 4 47 4 47 4 .47 

project estimate 
Actual 8 07 9 .65 7 .49 

The technical committ ee on power in its repor t (December 
1972) t)bserved that the manpower at th e J-bnlu:-igan j Power Station 
shohlcl ha\'e been o f the onlcr o f 7·:! per ~ fW . R easons for th.e 
excess deployment of mall po\\ er ha' ,' 11 01 bcc11 anah·.,ccl (Februa1 y 
1979). 

7.14. l 1111e11tory mntrol 

(a) l11 vc11to 1-y cont rol mea '>ure'i . :-i cl o p 1cd by the Power Station, 
were inaclcq uat·c to th e cx tCll t :-.hown h clow: 

(i) J\nn nal est imates fo r purch:1scs 11'1Tc not framed tho ugh th <.: 

exp end iture 0 11 pur chases increased from Rs. I. ~70 · !50 bkhs in 1975-
/(i ro R s. 2. 107·6~~ lak hs in 1977-78. There was progressi\ c 111 crease 
rn holclings of stores, spar.::s . f'fc .. as shown hclm1·: 

Opening stock 
Purchases during the year 
Stores avail able fo1· ron;:;11mpLion 

Fltores ronsu rn t'd 
('lo;:;i ng stock 

Percentage of rornrnmpt.ion to rwn i lnhle 
~torf's 

] 975-76 ] !)76-77 1977-78 

(In li:,khs of RHptcs ) 

221 00 
J ,4-70 50 

] ,691 35 

l.::ll 8 50 

::l72 85 

7~ . 0 

372 85 
1,606 . 22 

] ,979 07 

1,517 9!> 

461 . 12 

7Ci .7 

461 12 
2,107 62 

2,568 74 

2,071 .77 

.+!)() . 97 

80 .7 

(ii) Norms of consump1 ion of i11 di , ·icl 11a l i tem ~ . to loc:ltC f'xccs

' ive consurn p 1io ns. were no t fl '\cd (Febrn:l ry 1 07~)). 

I 
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(iii) Materials were not classi fi ed into cr itical, non-cr it ical, fast 
and slow-moving items. 

(b) Smj1lm/ohsnletf' stores and. sfJares 

Tn N ovem ber 1075, stores and spares of t he valu e of R s. 27·27 
bkh s ·were declared . urp1us, o u L of which . stores and spar es valuing 
Rs . 2~.5~ lakhs (spare p ilrts for generilr ing sets: Rs. 2.95 lakh s, 
flcctr ic i.l and chem ical goods : R s. 'l · 16 Jakhs. spar es fo r Fargo 
tr u ck ·: R s. fi.(J () Jakhs, . tee! :rncl metals : Rs. !1·7 1 lakhs and m iscel
laneous i tems : Rs. ·I· 71 lakhs) were ;mairing disposal (February 
1979). 

(r.) DeficitnC)' 111 starts accounting 

A test check of the system of store-keeping and accoun ting 
showed the follm,·iri rr posi tion : 

(i) Stock r egister an d register oE tools and plant an~ requ ired 
Lo be closed pcrio rl ica ll y. i.e. ha lf-yearly/yearly. Stock register and 
register of toob and ph11 t \\'C re noi maintain ed hy the power hollses 
a~ sh0wn below : 

Power Honse 
A B 

Not maintained since 
Stork regis ter , eptem ber 197 J Mar ch l 972 

'l'ools and plant register Rept.cmher 1972 RPpt.PmlH' I' 1973 

(ii) ln ter-di vi5io11 al debits with in the Power Station . awaiting 
acceptance (M arch I D78). aggregated R s. I 0.48 bkhs while Rs.2.:35 
Jakh . were awa iting acceptan ce from o uLside d i v i ~ ion '. Absence of 
the acceptance. is fra ugh L ,,·ith ri ks of defalcat ion o f stores. 

( ii i) Physical verifica: io 11 of !)tores 
irems \\·as not conducted in the vcilt"i 

I 

partly co11cluc1ccl d uring I ~ l7G-77. 

7.15. Co.st control 

and :,pare parts and other 
1973-7-l to 1975-76 and was 

T he Power Station follows a 1-.yslem of cost accou n t ing und er 
h·hich cost of generation per un it i" determined month ly. Co-;t 
~hects wer e prep ar ed o n th e basis or month ly acco un ts in " ·hi ch 
fig-urcs or the expendit ure O il C01l 'i llmp1ion or fu el and .~ Lores , ,·e re 
no t hooked in the ~;l!n f" mon th . wh ich " i1 ia1ed the cost resul1s. 
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The table belmv ind icates th e cost of gen eration per unit as per 
the revised project estimate and the actual cost of gener ation there
against vis-a-vis the posit ion in O bra T hermal Power Station : 

Actual cost of general per unit 

Cost of 1975-76 1976-77 1977-78 
generation Obra Hardua- Obra Hardna- Obr a H arclua-
as per t he ganj ganj ganj 

p roject 
report (In paise) 

A Power House 

Stage I 
14 . l 17.83 14. l 17 .66 14. l 20 .00 

II 
B Power House 

Stage III 7 . 7 5") 
~ 14 .1 15 .89 14. 1 16.46 14 ,I 22.82 

IV 7 . 79 j 
It was a lso noticed in Aud it that no comparative study of th e 

cost of generation o[ H ard u :-igan j T hermal Power Stati on w ith that 
of Ohra T hermal Power Stal ion has been m ade by the Managemen t 
(Mar ch I 9i9). 

7. 16. O ther jJoinls of inlen'.1/ 

Purchau of a I an k 

The Board, en tered (Fe bruary 1971) in to an agreem en t, wi th 
a firm of Faridabacl for su pply of one hydrochloric acid (Hcl) storage 
tank for R s. 0·4 2 lakh. T he guarantee period i:rns three years from 
the date of cornm1ss10ning. Ninety jJer cent paymen t (Rs. 0-40 
lakh) aga inst r a ilway recei p t wa made Lo the fi rm on l 5 th J an uary 
J972 an d th e tan k was rece ived in t he same month . A day after 
its commissioning ( 10th April l ~J73) two holes ap pea red in the tank 
and the leakage oE acid was so heavy that abo ut e igh t tonnes of acid 
(va luing R s. 2.800) leaked ou t. The tau k ha:i not been replaced or 
r epa ir ed by the ~uppl i cr al though the leakage was noticed wi thin 
the guarantee period. The tank was l) ing unrepaired (February 
1979). T he ca1.,e ha-; beel! ref erred to the Vig- il ance Departmen t by 
the Board. 

The matter was reported 10 Governm ent i11 Seplem ber 1978; 
reply is a·wai ted (March 1970). 

• 

• 



SECT.lON Vlll 

UTTAR PRADESH STATE ELECTRIClTY BOARD 
PROC UREMENT, PERFORMANCE AND REPAIR OF 

TRANSFORMERS 

8.0 1. lnlroclw;tiou 

Electri ciLy generated at power generating ~tat ions, usually at 
11 KV. is stepped-up al higher voltages ranging from 33 KV to 400 
KV thrnugh 's lep-ur' power transformers for being transmitted in to 
'transini.)sion sysLem ". T he high voltage electric power, passing 
Lhrough transmission lines, is wpplied Lo the consumers by reducing 
the voltage through 'step-doi;vn' transformers installed at the sub
stations. 

The transformers used at the general ing sra.t ions and high volt
age srep-down sub-stations in the ' transmission system' are known as 
'poi;.ver transformers' while those used in the distribution system 
wiLh low voltages are known as 'di stribuLion transformers' . 

R.02. Pv·rc!iase procedure 

Purchases of transformers for ~1 1 b-slation s up Lo :l;) KV arc made 
centrally by the Electricity Store Procurement Circle I, Lucknow 
and those of above 33 KV are purchased by Electricity Sub-station 
Dec;ign Circle, Lucknow. In J 976-77. purchase of distribu tion 
transformers up to 100 KV A was en trusted by the Board to a newly 
created Electricity Store Procurement Circle II , Lucknow. Panki 
T hermal Power Projecl, Kanpur was also permitted to purchase 
transformers for its own power station. 

Decisions for purchases up to Rs. 50 lakhs against individual 
Lender enq uiries were taken by the Central Stores Purchase Com
mittee (CSPC). · I'he purchases above Rs. 50 lakhs required appro
val of Lhe full Board. In July 1977, the Board authorised the CSPC 
to decide the cases above Rs. 50 lakhs and a reference to the Board 
was necessary only in cases in which the decision was not unanimous. 
Another committee consisting of two whole-time members (one con
cerned with Lhe purchases), the Chief of the Project concerned, a 

109 
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represc11LaLive of the Hoard' · Accoun ts ·wing and a represenlaLive of 
che Com missioner-c11m-Secretary oE the Fin ance Departmen t of the 
State Government was con stituted (July 1977) to decide purchases 
up to Rs. 50 Jakh .'l. 

As regards design of Lb e lramfo rmers, th e :,u ppl iers are free LO 

adopt an y design w hich i~ econom ical 10 them in use of raw mate
ria ls. Thr Board lays down minimum technical r equirements in 
<::ach tc ll(lrr .'lp ccir1cat ion. Comtruction l lesign of even distribution 
tramformcrs up to I 00 K \1 r\ ha noL been standardised by the Board, 
in ~pite or purchase~ o[ large number of such transformers. 

8.0::L P11rclw es a11d nlilisalio11 

(r\) T he Board has not rnai 11tai 1J ed an) cou,o liclated numerical 
account of the transformers received o n transfer of e lectricity under
takings oE the State Governmen t and ex-licensees, those purchased by 
i t irom ti m e LO 1 ime, as ·well a the t ran formers in u se. According 
LO the purch ase orde r-: p laced during· May 1962 to March 1978 by the 
Electric ity Store Procurernclll C ircles l and 11, the E lectricity Sub
Hation D e:,ign Gin.le and the Panki Power Station, 1,999 power 
Lra11 :i l onncr :, o f 1-.) 1\ IV/\ to ~-10 1\ IV 1\ (value: Ks.5·1·~ 1 crores) and 
l,'i8,/80 cli!-tributio11 tra 11 :,Lo rmcrs of :1 K.VA to 1.000 KVA (va lue: 
Rs.80·22 crorc~) were purchased during l %2-6:i Lo l Y77-78 as per 
the break-up g iven below: 

Y ca,r 

U pto 1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

Total 

.Power transfOl'mers 

(1 .5 i\iVA to 240 MVA) 

Number Value 
(In crorcs 
of Rupees) 

1,298 13.36 

303 12 . 20 

51 7 .71 

109 9 .89 

116 6 .42 

122 5.33 

1,099 54 .91 

Distribution t ram;for-
mers 

(5 KVA to 1,000 
KVA) 

Number Value 
(In crores 
of R upees) 

1,13,593 39.85 
23,635 10 .57 

2,295 l .28 
16,022 11 .60 
12,485 10 .82 
10,750 6 .10 

1, 78, 780 80 .22 

I 

..,: 
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Tn sp ite of the large scale p urcbase5i made in the last five years, 
1he addi t ion of insta lled transformer capacity wa'i comparati vely low 

as sh Olm below: 

Category -wise t ota,l capacity of t ra nsformers in service 
Powe l' transformer Distribut ion 

transformer 

(Step-up) (Step-down) 
N umber MVA :Number NIVA N umber MVA 

As on 31;,;t Ma, ruh 133 1,660 1,044 5,73;j 77, J 96 2,967 
I 073 

Net ud<liLion dlU'ing 
1973-7-! 2 115 69 7 l l 2,783 30 L 
1974-7 5 (- )l!J"' 58 J HJ 650 2,850 207 
1975-7G 4 3!)8 135 J ,389 (-)375* 282 

Total as on 3 Lst 120 2,231 1,367 8,485 82,454 3,757 
March 1.976 

The CoUO\,ving position emerge!> from these figures: 

(a) As compared to Lh e installed capacity as on .'Hst March 
l 9i"3 Lhe 'step-up· Lransforrner capacity increased by 38- 1 fJer cent 

buL the 'step-cio-wn' transformer capacit y increased by 73.7 fJf'r · ce11t. 

as on 3 lst March l Y7u. I n tes t aucli 1. i i \\a!l 110Li ccd Lltat. tl1 e ex cc:,

!iive growLh (73·7 per cc11L) of · ~ 1 cp -dom1· tran sformer capacity 
resul ted in partial uti li:,at io11 of 'step-dow n' t ra nsformers i1 tslalled at 
J 32 K. V 'step-clo"wn ' sub-~lat iou ::. as power load 011 Lhese tram.formers 
was low. J.'he maximum load ou ~ l) I'd \/ A Lnrnsformers. which are 
tle'.'ig·n ed for taking load of 88 amperes al 132 KV, recorded a t some 
of the 'step-down' sub-slations, was as under : 

Place of s ub-station Numbee of 20 
MVA 132 KV 

K asia (Deoria ) 

Deoria 

t ransformers in 
service 

One 

One 

Maximum load dnring 1975-76 
to 1977-78 

Declined from 51 
1975-76 to 48 
1976-77 and 
in 1977-78. 

V a.ried from 7 0 
~975-76 to 77 
1976-77 and 78 
1977-78. 

amperes in 
amperes in 
38 amperes 

am peres in 
amperes in 

amperes in 

*As a result of use of higher capacity transformers, t he mtmber 
of transformers as on 31st March 1975 and 1976 decreased though there 
was increase in installed capacites. 



112 

Place of Sub-station Number of 20 Maximum load during 19 75-7U 

Glutzia bad (Industrial 
area) 

Ghaziabad (:Buland
shahr Road) 

Ghaziabttcl (Mohu,n 
nagar ) 

i:)ahibaba<l (Ghazi
abacl) 

K auriram (Gorakhpu1·) 

MVA 132 KV to 1977-78 
transformers in 

service 

'l'wo 

'l'hree 

.Five 

Tlu·cc 

One 

26 amperes on each transformer. 

9 amperes on one and 
18 amperes on en.ch of the othe1· 

two. 

75ampernsoneach of two, 
43 amp{;res on one, 22 amperes 
on one and 31 amperes on 
one transformer. 

53 am percs on one •~ml 22 
amperes on either of the other 

two (commissioned in March 
1976). 

26 amperes in 1976-77 and 28 
in 1977-78. 

In spiLc of ·Lhc low load on Lh c exis ting 20 .MVA transformers, 
die capacity of the 'step-down ' sub-stations at Lhese places and or in 
the areas sen·ecl by them wa · beii:ig augmented by: (i) addition of 
one 20 M\',\ transformer of ] 32 KV at Deoria (commissioned in 
June 1978); (ii) construction of new 132 KV sub-station in New 
Okhala Industrial Estate (Ghaziabad) during J 976-77, and Mahraj
ganj (Gorak11pur) during 1977-78 and (iii) installation of one addi
tional 20 MVA transformer at each of the sub-stations at Sahibabad 
(Ghaziabad), Deoria, Kasia (Deoria) and Kauriram (Gorakhpur). 
The work of installation of these aclditonal transformers at Sahibabad 
(Ghaziabad), Kasia (Deoria) and Kauriram (Gorakhpur) is in progress 
(March 1979). 

Besides, construction of additional 132 KV sub-s tations with 20 
7\lVA 132 KV 'step-down' transformers is in progress at Anand 
Nagar , Sardarnagar and Captainganj in Gorakhpur district and Pad
ranna in Deoria district (March 1979). 

(b) Out of 41,952 distribution transformers (value : Rs. 43.45 
crores) purch3secl during 1973-74 to 1975-76, only 5,258 transformers 
v .. ·ere utilised in augmenting the installed capacity of transformers 
and the rest were utilised in replacemen t of damaged/stolen Lrans
formers. 
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\B) According to 1he Board 's r ecords there ha been large scale 
damage of distribmion transformers ma inly due to manufacturing 
defects, thefts and operational as well as maintenance fau lts. This 
r esullecl in considerable reduction 111 1.he number of distribution 
transformen in u e. as compared Lo the purcha. cs made b y the 
Board, which would be clear from the fol lowing table : 

Capacity-wise Purchases made Number of transformers 
transformers dul'ing 1962-63 in use on 31st March 

(KVA) to 1975-76 
N umber Value 1976 1977 

(In crores of Rupees) 

15 45,886 10· 7G 24,055 13,749 
25 59,960 19'44 31,896 22,714 
50 6,213 2·33 3,701 1,738 
G3 28,308 18• 36 14,187 12, 767 

100 6,540 3· 73 3,3!:14 2,509 

1,46,907 54.62 77,233 53,477 

NoTE-These figures do not include distribution t.ninsformers of 
other capacities ( between 5 KVA and 1,000 .K \TA). 

T he sa lielll points noticed in the course o( 1est a ud it of these 
pmch ases arc given in Lhe follow ing par:igraph · : 

8.0 l. On/rr /J'ref errnce 

(a) Finn 'A ' of Calwtta for sujJjJ/ie~ from its f"ctory at Nai ni 

( 11/ahabad) 

l n April 1956, the Stale Go,·ernmenl agTeed to grant incenti,·e 
LO firm 'A" of Calcuua for !>etting up of it · transformer factory a t 
N.ti n i (Allahabad) i)) providing it a loan of R !>. 50 lakhs and acquir
ing land for 1 he factory. The firm \\'as :l lso to be g iven sympathetic 
co1 1sidera ti on in Go\'e rnmelll purcha.~es of t ransforrners provided 
"both 1he q ualiLy and p r ice" o f iLs p roducts compared favourably 
w iLh those of -; irnibr transformers manul'acLurec.l by other firms of 
equa l ~landing. Af1e r creation of the E lectri cit y Store Procurement 
C ircle. the lloarcl placed an order 0 11 1 he firm (i\Iay 1902) for 750 
Lransformers of 15 KVA (value: Rs. 0.11 crore) against D irector of 
Indmtries rate con1ract dated 12th June 196 I. On 1 he basis of the 
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Board's first Lender enquiry (June 1961) the firm was given another 
order (agreement e>..ecutecl in J uly 1963) for 15,2:35 transformers of 
15 KVA (value: Rs . 4-20 crores). Since Lben, orders for 6:J,03-1 
power and distribution transformers (value: R s. 37 -71 crore~) were 
placed on this firm up to 1977-78. In test audit of the order:; placed • 
on the firm during October 1971 Lo July 1977, it was noticed that 
Lhe comparative po~ition of the rates quoted by the firm ·was from 
:i re! to ·17th Jovvcst Some other cases of preference g iven to the firm 
arc as under: 

(i) The firm w:.is given orders Car supply of 5,500 distribution 
1 r.rnsfurmers of various capacities (25 KVA, ()3 KVA and 100 KV ) 
in October 1971 (\'alue: Rs. 32 1 ·22 lakhs), 2.D~O transformers (2.J 
J~VA and G '.~ I VA) in i\f arch 1972 (\·alue: R'i. J 39-58 lakhs) and 
1,-100 transformers (25 KVJ\ :rncl G3 KVA) in December 1972 (va lue: 
Hs. 53-li() laklis). although it had fa il ed ti ll then LO supply 1,000 
transformers of 15 KVA again ~t an order placed in 1\1c~y 1969 for 
-;upply of 2,000 t ransformers by February 1970. The unexecuted 
part of the order was ultimately cancelled in i\Tarch 1974·. 

(ii) Against an order for 1,400 transformers (\alue: Rs. 53-60 
lakhs) pl::i ced in December 1972 for delivery guaranteed by March 
i !)73, no ex! emio11 was Lo be grantee! under any circumstances. The 
fi rm failed to supply J ,000 trawformers wjthin the stipulated dcli
\ery period. 1L w:ts gr:intecl extension of the delivery period up Lo 
:.lO th September 1 ~7j 011 the grounds of non-a\'ailability of raw 
J1J a teria ls, labour strike in its factory during No,·ember 1972 and 
June 197:3, pll\\'er cut (period not &p eci6ed) and delay in payments 
lor it!> earlier snpplie . Th is !>a\'ed the firm from imposiLio11 of 
penalty amonming to Rs. 3 lakhs. Except one more firm (firm ·c'), 
t"'O other 1-irms on ,,·hom orders were pbced in December 1972, 
were rcCusecl extension of the delivery period wught for ( Jay I !J73) 
by Llwm on identical grou 11cls. 

Despite fa ilure of the firm to Htpply Lram(ormers aga inst the 
pre\ ious o rcl f'r::>, it. was g i\en orders repeatedly for ltlrge number of 
transformers whereas on th e same ground of fai lure in completing 
supplies other firms were not given orders by the .Board. 

(b ) Firm 'C' of L11cl111ow 

(i) The firm submitted its first tender on 21st December 1970 
(ur supply ol '.? :) KV, \ and GJ KVA clim·ibuLion tran formers again.st 
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the Board's tender enqui r y of September 1970 for supply of 19,650 
transforme rs, the due date of which was extended from 30th Novem
ber 1970 LO n nd December l 970. Before submission of its tender, 
the firm had requested (October I ~)70) a Divisio11al Officer of Lucknow 
to take deli,·ery of two tran (ormers oE 25 KVA from its newly scl 
up works in the industrial estate at Arnau i (Lucknow) as per ins
tructions gi,·en Lo the firm by the Addit ional Chief Engineer 
(Admin istration). The Divisiona l Officer advised the firm on 23rd 
O ctober l!J70 to deli ver the two transformers to h is store-keeper. 

\,\Th ile cleli,·ery o( the nm tram(or mers wa · awaited, the Adcli
tiunal Chief Eng.in e~r (Administ ration) alongwith the Super in tend
ing Engineer, :\Ieerut, visited (3(llh December 1970) the firm's work
shop and verball y asked it LO deliver 1. 00 transformers of 25 KVA to 
B11lancbhahr a11d Hapur Rural Electrification Divisions oE l\ {eerut 
C ircle. On Jst J an uary 1971 , the E lectricity Store Procurement 
Circle I c011firmed the ver bal order oE the Additional Chief Engineer 
(Aclmin istration) subject to fin a lisation 0( t he terms, cond itions and 
prices by t he Board (agaimt the tender recei-nxl in D ecember 1970). 
A11 Exec ULive Engin eer of 1the Electricit y Store Procuremeru Cir
cle [insp ected the firm's " ·orkshop on 5th J anuary 1971 and on the 
bas is of his report the Superin tending Eng ineer of the Circle poin t
ed out (8th J anuary 197 1) to the firm Lhat it s workshop was not 
well-equipped for m an ufacture of transformers. Si multaneo usly, he 
ach·isecl Lhe firm to arrange in i ts workshop Lesting fa cili ties :rnd 
niake improvemen ts in the manufactrning technique as ·'i\'elt :i.s in 
the q11a l ity o( ma terials used in manufactme or transformers before 
m:i king supplies. No further \'Crification of the firm ·~ ma11ufactur
illg technique was arr:ingecl by the Board. 

After t he firm completed supp ly of 10:? transformers by M arch 
1971, forma l purchase order for the same was pbced on i t in May 
1g71 at Rs. 1.1 ·19 per transfor mer jJlus 1~1xes, without in dicating the 
techni c.tl specifi cations except the guara nteed iron and copper losses. 
Thus, the transformers were accepted without ensuring fulfilment of 
the req uirement as per the Board's ~pecificat ion s . ' Vhi le the lowest 
Lender was reject.eel on the ground that th e tenderer ,,·as new to the 
Board. firm 'C ' was g iven the ra te of Rs.4. 149 whi ch ,,·as derived 
from the computed price (i.r'. the total of the quoted price, capi
talised val ue oE iron and copper lmses and loading for price varia
tion , insrn ance, etc.) of the second lowest tender. 
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Before the formal order for l 00 Lra nsformers was placed, d1e 
firm requesLed (March 197 J) the Board for addiLional order of 400 
to ,150 transformers pending fmalisa tion of Ll1 e tenders. Based on 
the revised ofter r eceived (l\1ar ch 197 J) from the fir m against the 
tender enquiry of September 1970 (value : R s. 39· 10 lakhs) it was, 
howe,·er , g iven another o rder in October l 97 1 for 1,000 tra 11 ·for
mers of 25 KVA and Ju transform ers of 63 K\ 'A at the cornpo~ite 
rates of Rs. :3,8 lO and R s. 6,064 per transformer r esp ective!) fo r 
~ 11ppl y oE 1 ransfonn ers exclnsi \'ely o f copper winding and exclusivel y 
of alumi11ium \\'inding i11 the ratio of 75: 25. T he order stipula1cd 
delivery of these J ,0 I 0 transformer by Februa•y I 972 but th e fi r m 
completed ~ uppli e~ i11 th e ex tended deli\'er y period up LO Jul y 1972. 
The firm was g iven 11 more ord ers between March l 972 an d June 
! 977 for purchase of 8, 155 Lrans[ormer (, ·alue: R . 4 ·38 crores) 
against tender rece ived in December J 970, in spi te of the fact that 
its quOLecl rates were never competit ive and ranged b etween 6 th 
and 55th lowest . 

(ii) Tltc construction des ign of the firm· tran sformers was not 
know n . In support of i ts tender of December 1970, the firm sub
mit.tee! its construction d ra\\·ings on 20th July 197 1 after completing 
rn pply of I 02 transform ers. The drawings showed onl y the genera l 
arrangem en t.. T he fi rm did not ~ u bmit any detailed drawings. , 
Jn 1\larch 1973, an Jnspecting Officer of the Board report ed to th e 
E lect rici ty Store P rocurem ent C ircle I th:u no record was ava ilable 
w ith the firm Lo show whether even rout ine tesls were carri ed out 
on the Lra11 fo rmers su pplied by the fir m and whether th e per on 
employed by i t fo r testing th e transform er · was full y con,·e rsanl 
wi th the re levan t pro\' isio 11s in th e Jndian St andards Sp ecifica tio 11 s 
and the Le Lin g eq uipm en t. The firm had ne ither any r atio meter 
to check the \'Oltage r a t io and polari ty of tra nsform er · no r " ·ere 
arr:rn gem en t') m ade by it to check the res i La nce of the low voltage 
bnshin g~. 'I 'he instruments for m ea!-i uring t he i ron and copper 
l o~ses ha<l 11 ol been calibrated for two years ( 197 l and 1972). T he 
Inspecting Officer concluded tha t Lh c firm wa no t quali ty consci
ons. The Boa rd. however . did not call for r eports on performan ce 
of th e transform ers suppli ed by th e firm . 

8.05. Prirf' jJrf'f r>rence 

"\Vi th a vie" · Lo encouraging estab li hm ent of small scale and 
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cottage indu~lric~. and sLreng L11ening and dispersa l of such indus

tri es into rural areas the Stale Governmenl provided, from time to 

time, for a scheme o f price preference in the ir Store Purchase Pro

gramme. In February l !JG9, the scheme of price preference to local 

illdustrial units was extended as under: 

( i) Preference in price n ot exceeding five per cent to small scale 

and cottage indusLries located in the State ag;:iinst such industries 

loc:tLed outside the State and Lo medium and large scale uni ts 

located in the Slate against small , medium and large scale un its 

located outside the Stale. 

(ii) Preference in price not exceeding 15 per cenl to small 

scale and co llage industri es located in the State against medium and 

large industries located outside the State. 

(iii) Price preference shall be computed over the price of the 

nex t lower non-qmdifying (for price preference) uniL. 

In J anuary 1973, the Board ex1mined the que Lion of price 

preference and held th at if price preference " as gran ted , it would 

be necessary to move the State Government for gi:ant of matching 

subsidy to compensate the Board for thi s fin ancial burden. On 

a representation (20th April " 1973) made to the Slate Government 

by the UU<!r Prade~h Conductor Manufacturer's Aswciation, 

G haziabad for a fair chance to the Stale industry, the Board in its 

emergent meeting held on 21st April 1973, granted five jJer cent 

pr ice preference amounting to R s. 57-29 lakhs to the industrial 

un its located in the Stale for p urchase of transforrners, ACSR con

duc1ors and energy meters aga inst fi ve tender enquiries of I 972. 

Of this. R . 35·22 lak hs perta ined to purchase of transform ers 
aga inst Lluee lender enquiries of 1972. The Board approached 
Go,'ernm ent iu August 1973 and :i.garn in December 1973 to 
reimburse th is ext ra financial burden. No reply has been receiv
t d : December 1978). Price preference amounting to R s. 42-84 lakhs 
was f\ lso granted in the pu rchases or t ransforme1·s against two tender 
enquiries rl.ecirlerl in i\fay / Tun e 1977. 
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A substantial pan of the financial benefit. so granlecl Lo transfo r

mer manufac turers had gone- to the fo llowi11g large and med ium firms 

even though the price preference policy was aimed al granting encour

ap;em en t Lo small scale and cottage indu Lries : 

Na.mo of firm . Amount 

(In lakhs of Rupees) 

'A' of Calcut ta having factory at Naini (Allahabad) 32.36 

'B' of Lucknow 7 .45 

'C' of L ucknow 7 .99 

'D ' of Meerut 15.57 

G3 .37 

Pr ice p reference was not granted in Lhc case of orders placed on I 
small scale ind us tries for purch ase of various other i Le ms. 

Th e Superintenden ing Engineer, Electricity St.ore Procurement 
Circle J, slated (Sept.ember 1977) that. Lhe price p reference was gran tecl 

in specific cases as directed by the State Government. 

8.06. Exira ex />enditure i11 /nncl/{/SC of distribution transformers up 

to 100 KVA 

(a) Nep:,olial erl 'fmrthase "l lii,r1.:her rnl<'.S 

A Lender enquiry wa~ floated ( larch 1975) for purchase of 6,000 

'conventional' j'sealed' type (wi th special bushings) disLribution trans

formers of 25 I<.VA (3,0001, 63 KVA (2.500) and IOO KVA (500) d uring 

I 975-76, a king for separate rates for the 'conventional' and 'sealed ' 

typ e tr ansformers and p rov ision of special bushing iu Lhe '1>ca1ed' type 

transformers preferably made of epoxy compound. Out of 53 tenders 

received, 36 oilers ·were (or 'sealed' type transformers. CSPC decided 

(17th May 1975) to purchase 7,650 'sealed' type transformers of 25 
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K VA and 63 KVA and 500 'conventional' type transformers of 100 

KVA as under: 

Na me of fil'rn 

Associate of 'D ' of 
Mecrut 

Associate of 'D ' of 
Mee rut 

'I ' from Ghaziabad 
factory 

'I' from Ghaziabad 
factory 

'I' from Ghaziabad 
factory 

Seven other firms 

/')even othPr firm s 

Total 

Number of Lransformers Hate Posi tion of 
t he acceptc 
r <:Lto among 
a ll tenders 

for which orders (T n Rupees) 
were to be placed 

25 63 100 
KVA KVA KVA 

250 

250 

JOO 

300 

500 

4,000 

2,450 

4,650 3,000 500 

• 

·1,500 Lowest 
(fi rm) 

8, J 00 Lowest 
(firm) 

5, 100 Second 
(firm) lowest 

!),050 
(firm) 

] 0,200 
(firm) 

5,100 

Third 
lowest 

Second 
lowest 1 ate 
quoted by 
firm 'M' of 
Bal'oda 

(variable 
subject to 
a ceiling of 
10 p er cent) 

Quoted by 
firm 'P 
on firm 
price 
basis 

8,800 Quoted by 
(variable three firms 
subject to of Calcutta, 
a ceiling of Bhara.tpur 
10 p er cen' ) and Meerut 

However, orders for purchase of 15,027 transformers with conven

tional bushings were placed (for 9,920 transformers in July I 975 and 

for 5, 107 transformers in September 1975) as under : 



Name of finn 

Associate of firm 

'D ' 

'I ' 

'D' 

'A' 

Ten other firms 

Trial order on 
nine firms 

Total 

120 

25 KVA 
('sealed' type) 

Number Rate 
(ln 
R upccs) 

3 LO 4,500 

400 5,100 

400 5,100 
(variable) 

2,600 5,100 
(variable) 

3,222 5,100 
(variable) 

85 5,100 

7,017 

63 KVA 
('sealed ' type) 

Number Rate 

250 

300 

(In 
Rupees) 

8,100 

9,050 

1,150 8,800 
(variable) 

2,450 8,800 
(variable) 

3,135 8,800 
(variable) 

75 8,800 

7,360 

100 KVA 
('conventional ' 

type) 
Number Ra.te 

(In 
Rupees) 

150 10,200 

500 J 0,200 

650 

Although 'sealed ' type transformers had been p urchased earlier 
from certain firms including firm 'D' on trial 'ba · is, the lowest rates 
of D's Associate for 'sealed ' typ e transform ers with special bushing 
made oE epoxy compqpnd were not considered fo r being offered to 
other firms on the ground that the associate firm had no experience in 
manufacture of 'sealed' type transformer . J t may be Lated that the 
two firms were managed by the same group o f perso n<; and as uch 
th e question of experience in manufacture of 'scaled· L pe transfor
mers was not materia l e p ecially when orders were placed on firm 'O' 
of Agra, 'F ' of Allaha1bad. 'FF ' of Kanpur and 'TT' oE Lucknow in 
July / September 1975 aga inst this enquiry. although none of them had 
any past experience in man ufacture of transformers. 

Purchases oE 6.707 transform ers of 2:) KVA and 7. 110 tran ~form
crs of 63 KVA (value : R s. 10·03 cro res) al the hig her rates of Rs .. 5. 100 
and Rs.8.800, instead of th e' lowe'i t technically acceptable ra tes oE 
Rs.4) 500 and Rs.8, I 00 (offered by the As!>ociate of firm 'D' of Af eernt) 
respectively, resulted in an ex tra expenditure of R s.90·76 lakhs. 

1lhe' approved rates of Rs.4.!>00 and R .5, I 00 for 2.J KV A and 
R s.8.100 to 9, 0 .~ 0 for 63 KV A tra nsformers. quoted by fi rm 'D' oE 
J aipur and fi rm 'I' of Sonepat (for suppl y from it · Ghaziabad factory) 

t 
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were i11c1 usive of Lh c cx Lra charge fo r pro,·iding special bushiug as 
~Li pubLcd i11 Lh c Lender documen l. T he Lho 1 acti ng Chairman of the 
Board . in his i11.)truc1io11 s daLccl 2;frct ~fay IY75 10 the ElccLriciLy S1ore 
Procm cmen L C ircle, talecl thaL " it is un11 ccc sary LO in vesL approxi·· 
maLely Rs.300 per tra nsformer ex tra 0 11 Lhe ::.peciGcd l) pe of bu hings 
as the i11 cide11 cc of breakage of bu :-. liing duri11 g Lra11 sit and abo after 
i1 1.) Lalla tion i.) comparatively !:> mall". T he condition oE pro\'idi ng spe
cial L}'pC bu:,hings preferably made of 'epoxy' compoun d was, there
fore, noL incorpora!cd in Lil e purcha:-ie orders pl<icecl Oil the various 
firms. No price reduction for this change in Lhe specification of the 
I ra nsfornier wa ·, however, made whi le placing the ordcr5. Th is re
.)lll ted in excess paymen t of R s..-1.3· I ~ lakhs (approximate ly) to the 
suppliers. 

Aga inst Lhe order placed on firm 'A' for 2,600 Lran:iformers of 2.J 
KVA and 21150 transformers of 63 KVA, it uppl ied 2,35 1 transform
ers of 2:) KVA and J,689 transformers oE 63 KVA by the due dale 
(i\Iarch 1976). The delivery period in th is case was extended (6Lh 
;\ lay 1976) up to 3 lst May l Y76 and again (8 th August 1976) extend
ed ex-posl fa cto, up to 30th .J une 1976 although lower rates of Rs.4,800 
a11c.l Rs.8. 700 fo r tran sformer~ of the L\\·o capacit ies had been recei' ed 
aga inst subseq uent tenders opened i11 April 1976. Thus, by accep t
ing the supplies from the fi rm in the extended delivery periods at 
rates which were higher by Rs.300 and R . I 00 per transformer of 2.? 
KVA and 63 KV A. as compared to !he subsequen t orders placed in 
September 1976 (against the' tenderc; opened in April 1976) the Board 
incurred an extra expen diture of Rs. 1-50 lakhs on 246 transfo rmers 
of 25 KV A and 761 tran formers o f 63 KVA. The r easons for accep
tance of supplies beyond Lhe sched uled delivery period, when lower 
rates were available, were not on record . 

(fJ ) No11 -accc/Jfan ce of lower offer 

TThc Board Aoatecl a tender enqu iry (Sep!·ernber 1972) for pur
chase of 14.800 transfo rmers (8.000 of 2'1 KV A. 6.000 of 63 KVA and 
800 of l 00 KVA) required for rnral electrifi cation programme d uring 
l fJ73-7-l and fo r replacement of damaged / stolen tra nsform ers. In res
ponse to this enq uiry, 59 offers " ·ere received of which the offers of 
3 1 firms ( 17 located within the State and ! ti loca ted ou tside the' Sta te) 
were found technica lly acceptable. The ra!es offered by the firm s. 
howevC:'r, \'ari ed \\'idely. The lowest offers \\·ere made by firm 'XX' 
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of MeeruL (localed wiLhin the SLale) (or 1ra11:i(ormcrs o[ ~.i KVA 
(R~.3,0:'J O) and 63 KVA (Rs.5, J 75) and by firm 'Y' of Bombay for l 00 
KVA (Rs.6,660). As d ecided 'by the CSPC. :ill the 31 firms \\·ere call
ed for negotiations by the C hief Engineer (Rural Electrifi cation). 
No rc:J.sons :ire on r ecord as to " 'h) such a procerlure was adopted. As 
a rcsulL of negotiations conducted in larch 10 J\f ay 1973 and tak inp; 
i11to accounL furth er rl ernand that had ar i ~en in the me'antime. 26 of 
the above 31 firm s were reg uestcd Lo make supplies of 13,400 trans
formers of 25 KVA, 8,275 of 63 KVA and 850 of I 00 KVA al the rates 
of Rs.3, 150. Rs.5.250 and R s.6 .800 respectively or Lheir quoted rates 
whichever were lower. The rates offered in the negoti ations ,,·ere 
not acceptable to six firms located within th e' State (!\. B, C, D , E and 
F) and one firm located outside the State'. ·while placing orders (June 
J 973) on the 25 fi rms. these seve n firms were gi\'en higher ra te. of 
Rs.3,270 and R s.3,307 for l 0,900 transformers of 25 KVA, R s.5,354 
ro R s.5.511 for 7, 100 transform ers of 63 KVA and Rs.7,140 for 200 
transformers of I 00 KV A. T he higher rates so allowed to the six 
firms of th e State were clue to grant of five j7er cen t price preference' 
(Rs.29·56 lakhs) over the lowest technically acceptable rates q uot·ed 
by th e firms located within the State. 

The offt~·s made during negotiations by eleven firms 10 supply 
7.(>75 t ransform ers (4,500 of 28 KVA, 2,97:) of 63 KVA and 200 of 
100 KVA) al IO\\'Cr rates, over and a'bove the number of transformers 
originall y offered by them. ·were ignored. No reasons for such act ion 
w<::'re r ecor<lecl. T h e purchase of these 7.67.r:., transform ers at the high
er rates resulted in an extra expenditure of R s.17·59 lakhs. 

Tltc follmr ing furth er points " ·ere also noticed in Audi t : -

(i) Nin eteen firm s ('A', 'B', 'C'. 'D', 'E' and 'F ' and 13 oth ers) 
fai led Lo supply 4,289 transformers of 25 K VA. 2, 186 transformers of 
63 KVA and 45 tran formers of l 00 KVA by the due <late (M arch 
(974). Th e supplies were completed by them in the extended dcli
, ·cry period between April 197·1 and July 197.? . In spite of the delay 
in the suppl ies they were allowed (~ farch 1975) price incr ease aggre
gating Rs.4-1·26 lakhs on the plea of increa e in l he price of transform
er oil during the extended delivery period. a lthough the purchase 
orders were placed on them on 'firm' price bas is. The price increase 
<l llowecl (i\farch 197.?) to th e various suppli ers w:J.s, however, limited 
Lo the' rise in the price of oil or half of the total increase in the aggre-
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gate co:,L of manufacture of transformers (includ ing oiQ \\·hichen.: r was 
less except firm 'A' " ·hich had alread y been allO\\·ecl (December I 074) 
fu ll ri se in the price of t ransform er oil and ,,.a'i paid R s.18-08 lald1s 
011 this account for the supplies oE 2,G67 Lr:im fo rmers (value: R s.99-51 
lak hs). 1t had slopped supplies from .Apri l J 974 and had res umed 
the same in Decembe r 1074 on ly after tli c above· pr ice r ise was allow
ed to it. T he supplies of the 2.667 tran:,Eormcrs were complet ed b y 
the firm during extended delivery period up to March 197.). Formal 
approval o f the Boa rd granting extension in deli very periods lo vari
ous firms was not on record . 

(ii) firm 'D' was :i i o allowed (january 1975) fu ll increase in 
price of transformer oil. O n the basis of li mited pri ce increase' ap
proved by the Board in March 1975, reco,·ery of RsA·l.15 lakhs be
came clue from the firm in resp ect of 309 transformers of 25 KVA and 
G24 of 63 KVA. T he consignees were asked to recover the amount 
from the firm. The recovery could not, h owever , be effected as full 
paymen ts for the transformer suppl ied by the firm had already been 
made. In J anuary 1976, the Electricity Store Procurement C ircle 1 
~dvised the consignees not to press for the r ecovery of the excess pay
ment till a decision was taken on a represen ta ti on (Decemlbe r 197 5) 
of the firm. After examination of the firm' s representation the Circle 
asked th e' fi rm (D ecember 1976) to refund the excess payment but the 
firm has not refunded the amoun t ( farch 1979). 

(iii) After completion of supplies (March J 97.i) \ fi r m 'A' submit
ted (M arch J 97.i5) its rev i eel drawin~s of 2P5 KVA and 63 KVA trans
formers, showing use of more tran fo rmer oi l than pro,·idecl for in i ts 
original drawings and on that basis it obtained extra payment of R . l ·32 
lakhs in respect of 830 transformers. 

(iv) T h e orders p laced on various firms stipulated upply of 
'conventional' type transformers. Supplies of 600 'sea led' type 
transformers of 2.o) KVA (500) and 63 KVA ( I 00) we're taken b y the 
Board from firm 'A' during December 197..J. to March 1975 in extended 
delivery per iod at an extra charge o( Rs·2.25 lakhs (Rs·350 and R s· 
:iOO per transformer of 25 KVA and 63 KVA respectively) for the 
change in th e de ign of the transformers from 'conventional' to 
'sealed' type. Two small scale indu trial concerns, each hav ing or
clcrs for I 00 transformers o f 2.IJ KV A. were, however. asked 'by the 
Board (November / D ecem ber 1976) to supply 137 "ealed ' type trans. 
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formers without any extra charge for the above change in the d esign 
of the transformers, which were supplied by the two firms in Lhc 
cxte11ded dcli,·er y period up Lo ~lay 1978. 

(c) Delay iu taki11g decision on tenders 

0 11 the basis of requirement intim • .Hed by the Rura l E lectrifi ca
tion Design a nd Planning C ircle, a LendC'r enquiry of November 
I 971, for purchase oE 11 ,200 distribution transformers c,E 2.5 KVA, 
63 KVA and 1.00 KVA, stipubted that the tenders should 1be valid 
for three months from the da te of opening ( 1-±th December 197 1). 
Out of 52 o ffers r ece ived, 01ily 1-1 tenders were considered technically 
va lid. The IoweH technicall y acceptable rates of R s·8,000 ancl 
R !>·5 ,300 quo ted by firm 'K' of M ecrut for 25 KV and 63 K VA 
transform er s respec tively were rej ected on tbe ground that the firm 
was a n ew uni L. The :-.cco11d Jo,,·est Le11dcrer, viz. firm ' l ' of Sonepal 
(having works at G haziabacl also), quoted two sets of rates, one valid 
for two months and the other ,·a l id for three months for suppl y of 
transformers from its Soncpat and GhaLiabad \\'Orks respectively, ;:is 
wider : 

Capacity of 
transformer 

(in KVA) 

25 

63 

100 

Sonepat works Ghaziabacl works 

Two months Three Two months Three 
validity months validity months 

validity ...-alidity 
(Rates in Rupees per transformer) 

3,300 3,420 3,320 3,440 

5,625 5,850 5,655 5,880 

7,200 7,350 7,240 7,390 

The lower rates \\·en :· va lid up to J-!th February I 972. But the 
tenders were not decided w ithin the ali clity period of the lower rat es. 
As per re'commendations (4th 1\Ta1'Ch 1972) of the CSPC, the Board 
decided on 9 th March I 072 to place order s on six fLrms l1 aving th eir 
factori es within the State (inclucli11g firm T at GhaziabJ.d) for p ur
chase of 5, 180 Lransformers of 2:) KV A, -l ,0:10 tramformers of 63 KV 
and 990 transformers o E l 00 K VA at tbe rates quoted by them or the 
higher of the Lwo sets of rates of firm T for supply from its Sonepat 
factory (viz. R s.3 .4.20, R s.5,850 and R s.7,350). whi chever were lower. 
T he Chief Eng ineer (Maintenance and CommerciaQ was also reguir-

t 
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ed Lo assess the cap acity o f these six fmn s a nd if they w ere no L in a 
p osition to su pply a ll Lh e transformers b y ,\ l a rch HlB, he was autho-
1 ised to distri bute th e quantity in excess of their cap acity amo ngs t 
other fmns , ,·ith the approval o f th e Chairman. 

The capacity of the six. firms wa according ly assessed by the 
Chief Eng ineer (Ma in tenance and Commercia l) and purchase order s 
for I 0,220 transformers ,,·er e placed ( ~farch 1972) on twelve firms at 
1he higher rates of firm 'I' and on f1 r m ' P ' of Calcutta at its quoted 
i·a te o f R s-5,695 and R s-7,250 (,,·ith one /1r·r cent di co u riL) per trans
former o f 63 K. V A and l 00 KVA r espective ly (value : R s-8.58 crores). 
The deb y of 23 d ays iu f1n ali ~ing the tenders afte r 14th February 
1972 r esulted in placing order o n th e various firm s a t the higher rate 
of firm T (validi ty period of Lhe lower rate h avi ng alread y expired ) 
and consequential extra ex pendi ture o f R s- 16.42 lakhs to the Roarcl 
111 Lhe supply of I 0,220 Lransformers. 

ln terms of th e' orders placed with the , ·a rio u firms. the suppl y 
{J[ transfo rm ers against these orders was 10 'be comple ted between 
O ctober 1972 and M arch 1973. But six fi rms supp lied 6~ tran for
mers of 25 KV A and 59'.3 transform ers o f 63 KVA after th e expiry of 
1he d e]i,·ery period (July 1973). Addit io nal s11pp li e.,; o f 200 Lrans
formers of 2:) KV A a nd 7 :) transformers o f f)3 KV A were a lso received 
from 0 11 c o f th e twel ve firm between Decem ber 1972 and Apri l 
1973, as per in tructio ns (November 1972) from the E lec1 r ic it y Sto re 
P rocurement Ci rcle. I n t he meantime, lower rares of R s-3,200 and 
R s·.5/100 for tr~rnsformers of 2:) KVA and 63 K VA re pecti vely were 
£1\'aila blc to the Board in September 1972 :1ga i11 st :lllOther tender 
<:nquiry rloa Led in August 1972. .Orders a t these lower ra te's were 
p laced in Decem ber 1972. llad th e Board can celled th e u11 execut 
ecl part o f th e o rder o f i\f arch 1972 for Lransform erc; not supplied 
w ithin th e de livery p eriod (G2 transformers o [ 2:i KVA a 11 Ll :i!J;5 trans
fo rmers of 63 KV,\ ). it could ha\'e purc;hac;ed th ese tra11 ·former s in
cluding the additio na l req uirem ent o f 200 I ransEormcrs o f 2l) KV J\ 

and 75 tran for m ers o f G3 KVA al th e lower r a tes ava ibb le in Sept
ember 1972 and avoided an ex1ra ex prncli ture o f R s.3-58 lakhs. T he 
r easons [or acceptan ce o f suppli es beyond th e· sched u led d eli very 
p eriod . when lower r a tes were ava il able, were no t o n record . 



126 

(cl) P1lrcltase at rates derived f rorn lht co111 /JU I Nl jnicc of another 

tencle·r 

011 th e basis of requ iremen t inLirna ted by Lh e Rural Elect rif1ca
tion Des ign an d P lan ning C ircle fo r energ isa t io 11 o f .'>0 .000 tube
wells d u r ing 197 l-72, t h e:· Super in Lending Eng ineer , E lectricity Store 
P rocurem ent Circle I in vited tende rs (Seplem ber 1970) for purchase 
of 19,000 clistributiou transform ers of I :) KVA (2,000), 25 KVA 
(6,000), 6~$ KVA (8,000) and I 00 KVA (3 .ClOO). Before the enq u iry 
'ras fl oatc'd, the Superin ten d ing E ngineer had proposed (Aug ust 
1970) to the Chief Eng inee r 1H ydel) to co nsid er th e desir;ib ili ty of 
di scontinu ing Lhe ex ist ing p ractice of capi tal ising the i ron and cop
per losses for the purposes of comparison of th e: quoted rates in r es
pect of d istribu tio n transform ers (up to 100 KV.A) purchased in bulk. 
T he proposa l \\':ls made sin ce i t , ,·a5 not p racti cab le to check the 
actual Jo ses either in thC:' manufacturers· wo rks o r in actual use of 
th ese t ransfo rmers. N o decis io n on the proposal was a \·a ilab le on 
record . The practice was. ho,,•ever. d i~cont i nu ecl from the subse
q uen t tender enqu iry of Novem ber 197 1. 

Meanwh ile. on th e 1basis o f lim iLecl quotations obtained (M;rch 
1!)7 1) from ;33 firms whi ch had snbm itted (Decem ber 1970) the ir 
o ffers against the Lend er enq u iry o f Sep tember l 070. Lhe Board decid
ed (O ctober 197 1. ) Lo pu rchase' 9S20 t ransformers from fll m 'A', 'B', 
'C", ' ff and 'E" :i.t the fo llowing raLes derived fro m the computed 
prices o f fi rm 'I' ~11iz. . R s.7.28.> fo r 2:) KV . R s.13.280 for Gfl KVA 
and R s. 17.822 fo r LOO K.\' J\ transforrncn) : 

2.3K VA G:lKVA l 00 K \ 'A 

Fi rm Nu m br r Hntc• Nu 111 bl'r Ra1c Nu mlie1· Rate 
(BaLL'S i n H tq)('cR) 

'A ' 2,000 3, .rn 3,000 <l , 700 :iOO 8,652 
'B ' 1,000 3,, 70 JO 7 ,Ou7 
·c· ] ,ooo 3,840 10 7 ,019 
' ])" fi UO 3,4 315 :)00 15,7 20 
'R' l) (lQ 3 ,890 500 ri , 9 10 
T otnl ii.000 4,020 ;300 

N o order was p laced for I :) KVA tr:-insformers as Lh eir use was 

fou ncl un econom ical. 

Purchase ord ers "·ere accordingly placed in O ctober 197 L o n 
Lhese fiye firms for supply of 9 .?>20 tra nsform ers T he p r ice o allow
ed to fou r fi r ms (e\'..cl u cl ing fi rm 'D') for purchase o f 8 .. 520 transform-

1 
I 
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crs was higher t han t he quoted rates of firm T (R s.F3,750 for 25 K. VA, 
R s.6,3:>0 for 63 KVA ancl Rs.7,~)00 for JOO KVA transformers). T he 
capitafoation of the iron and copper losses thus resulted in an extra 
expend iture oE R s.22-02 lakhs in the purchase oE 8,520 t ransformer 
(\ a lu e: Rs.4-54 crores). as cornp:i.red to th e rates ciuotcd by firm T. 

Even on t he basis o f the cap italised va lue of iron and copper 
losses, the techn ical!) acceptable computed prices of firm 'U' of Cal 

cutta (R s.1 2,781- fo r 63 K.VA and R s. 16,829 for 100 KVA transfor
mers) a nd that of firm 'l' for 2Ei KVA transformers (Rs. 7,285) were 
Lhe 10\rest. The q uo ted pr ices o f ftrm ·u· weTe R s. 6,204 and 
R s. 7,69-1 for 63 KVA and 100 K\'A transformers respectively. In 
spite of th e fact that . like other tenderers. the firm ·u· had indica ted 
in the tender that its rates were exclusive of any in crease' in sales-tax 
and other statu tory levies, the ciuoted rates o f the firm \\"tTe loaded 
with five jJer cc11L for sta rntory yariat ion5 for the purpo<;e of compari
son, due Lo which i ts computed prices became higher (Rs. 13. l 03 and 
R s. 17,225 for transformers oE 6'.{ KVA and LOO KV;\ re!. pective ly). 
The ofte r of firm 'U' was rejected on t he ground that the firm ·was a 
small scale industry and had no experience in th e manu facture of 
aluminium 1rnund lr:i.n formers. The firm in its tender had. hmr
ever, g iven a long li st of suppli es of transformers (up LO 2. :'5 00 K'4A) 
made LO va rio us State Electricity Boards (i\l acl hya Praclc:;h, Punjab, 
R aj as t.h :i. n , 'M aharas htra and U tt::i r Pradesh during 1 %7-fi8 and l 969-
70) and 01 her underta kin gs / project . T he purchase of 11-.040 trans
form ers o( 63 KVA ancl 500 tramEormers of I 00 K VA at th e rates 
d erived from th e higher comp uted prices o f firm T (Rs. J :J.280 and 
Rs. 17 ,822 per transformer of ()3 KV A and J 00 KV J\ rrspect i vely) 
rC;sulted in an cxtr:i. expenclitnrc o f R s. 2·1-90 lak hs. as compared to 
the rales payable on t he basis of the cornputed rat es o r firm ·u· 
(Rs. l 2,78~ for 6~~ KV /\ and R s. ](i,82!) for I 00 KVA tr:rnsfo rmers). 

The purchase orders o( O ctober l ~)7 1 stipulated comple tion o( 
~upp l i es by i\ f a rch 1972. The supplies o( 1. 5~1 I transformers oE 25 
KVA, l ,290 transform ers of 6 '.3 KVA and 128 tramforrn ers of 100 
KVA were, h owever, made 'between April 1972 :ind A pril 1973, 
during which purchases of similar transfo rm ers \\·ere made from the 
SJ.me firms at lower rate· of Rs-3, l ~ O , Rs-5,8.10 :ind Rs-7 .350 again t 

a tender enq uiry Ooa tccl in Non:'n1ber 197 J. Compared to these 
lower rates ava ila'b le to Lh e Bo::ircl during that period , acceptan ce of 
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supplies afler Lh e expiry of the t ipulaLe'd cle li, ·ery p er iod at th e high
er rate · resulled in a n extra cxp euditure of R . 18·66 lakhs. The 
reasons for acceptan ce of supplies aher the expiry of the stipulate<l 
delivery period, wh en lower r ates were :l\'ai l:t blc. were not on re
cord . 

8.07. Pu rchase of distrib11tio11 trnnsformrrs (nhovr· 100 KT' // ) on 
I /i(' uasis of fiig/u•r COll1jJlll ed fnit(' 

(a) A Lender e11quiry was noated b) the Elec tr icity tore P ro
curem ent C ircle J in September 1972 for p urchase of ' l !)O distribu
tion tran formers of 160 KVt\ to 1.000 KVA for use in rural elcc
t1·iftGttion wor ks dmi11 g 1 972-7 ~1. T he val idi ty of th e tender was 
got ex tended t\\'ice up to 30th April I 973. The CSP~ dec ided on 
'.26th April 1973 to purchase 1<10 tra nsform ers of 400 KtA to 1,000 
1\ VA on the 11.>asi s of the~e tenders and to invite limited quotations 
from the Lend e rers for w pply o ( a luminium wou nd tramformers of 
I (iO KVA (200) and 250 K VA ( 150) as purchase o( coppe r wound 
tr:rn sformer. up to 300 K VA wa.s 11 ot permiss ible again t orders 
placed after March 1973. in \'iew of Lhe Governmen t o[ Ind ia clirec
ti,·e da ted 12th February 1972. Accordingl y, limited quotations 
\\·ere in v ited in ~l ay 1973 and opened on ·Ith Jun e 1973 for pur
cha.e of 350 aluminium wound Lra n~formers of IGO KV;\ and 2.'>0 
KVA. In res ponse. 28 offers were r ece ive-cl ,- which we re val id up 
Lo 5 th Septem ber I 973 but no decis ion was taken by that elate a l
though three months' ti me was aYai lable for fina li a t ion of the limit
ed quotations. The tenclerers were asked on 3rd September 1973 
LO ex tend th e' \'a liclity of their offers u p to 11th 1o\'ember 1973. 
,,·Iiich was accept ed 'by a ll o ( them except one firm oE Bombay. 
'fh e lowest qu oted rate. of R s. I 0.200 (comput ed price: R .24,277) 

- for 160 KVA and R . . l -1.800 (compntecl price: R s.33.231J) for 250 
KVA transfonn ers, offered by fi rms ·u· of Calcutta and 'X ' oE Dhan
bad r especti vely were re.iecLed (O cLOber 1M3) on the gTouncl tha t 
firm 'X' of Dhan bad hacl not \tarLed suppl y of transform ers against 
an earli er order of June 1973 and firm 'lJ' o f Calcut ta d id not 
ad here to the delivery schedule of the order placed on it in Jun e 
! 973. lt may be su1 1e c1 th a L owing to price rise. similar default s 
~vere m ade by o ther firms in the supplies aga inst the order placed 
111 June l 97~ and th e supplies " ·ere re. urned by th em in 107!} afler 
the Roa.rd a llo\\·ed them price in crease in December 1971. Their 
tenders were. however, not r e jected on chi ground . 
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T he Chief Engin eer (H ydel) , ,·as au thorised by CSPC on 3 lst 
October I Y/3 to negotiate wi th even fi rms to bring clown their 
price's LO tha t of the second lowest o l(ers by firm ' 1' of Baroda (com
puted p rice: Rs.25,276) and firm 'B' of Lucknow (computed p rice : 
Rs.%, 135) for 160 K.VA and 250 KVA t ransformers r espectively and 
LO distri bute the order among t the fl.r m which agreed to tho e 
pnces. 

In the negotiations h eld by the Chief Engineer on ~ rd N ovem 
be1 1973, the rate of fi rm 'M · o ffered to other firms was not accept
ed by t.h em . Five firms, viz. 'B', 'D', 'E ', T and Governmen t Elec
tr ic Factory (GEF) of Bangalore demanded hig her ra tes which were 
10 be worked back from compULed p rices var yi ng from R s.26,084 to 
H .. 3.28,900 for 160 KVA transformers. Firm 'E' of Mirzapur and 
GEF of Bangalore demanded rates LO be worked back from their 
high er computed prices of R s.37,7 10 and R .38, 120 r espectively for 
~ :")() KVA transform ers bu t firm '1' accepted the rate offered in the 
11egotiat1011. No decision was, however , taken in the ma tter. On 
Ith D ecember 1973, the five firm were again asked to extend the 
,·alid ity per iod oE the ir tender u p to 22nd Decem ber 1973. ·while 
ex tending the \'a lidity period of its offer, firm 'B' of L ucknm,· in
rr<.:ased i ts q uoted r ate' for 160 KVA transform ers from R s.11, 150 to 
R~.12,700 and for 250 KVA tran fo rmers fro m Rs. I S.350 to R s.1 7,200. 
Firms 'D' and 'E ' d id not ex tend the ,·aliclity of their off en. The re
mai n ing two firms ('1' and GEF) agreed to the extension lt was, how
ever. dec ided (Decem beT J 973) by CSPC to purchase 170 Lransfor m ers 
of 160 KV A from fi rm 'B ' at t he higher ra tes of Rs.1 2.1 -18 (derived 
lrom the computed price of Rs.27.7 J I of fmn 'D') and from firm 'D' 
and 'I' at their quoted rates o f R . I I ,950 and Rs.1 1,500 re pectively. 
l twas also decided to purchase 70 transform ers of 250 KV/\ from GEF 
of Banga lore at its quoted ra te of R .15,900. Purchase orders ·were, 
accordingly, placed on , the various firms between D ecember l 9n 
and August 1974 on 'firm' price ba is, excep t in the ca e of fi rm 
'D' which was allowed variable rates. No order was given to fi rm 
' l ' of Sonepat and reasons for the sam e were not on r ecord. 

The long time thus taken in deciding the te·nders and rejec
tion of the lowest rates in the circum stances expla ined earl ier in 
the paragraph r esulted in an extr a expenditure of Rs.8·33 lakhs 
(Rs. 3-98 lakh5 for rejection of the rates offer ed by 'X' and 'U' 
and R 5.4 .35 lakhs on account of delay in deciding the tenders). 
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(b) In Sep lem ber l!J/:), inden ts were received fro m Lhe Con
'i roller of gwrcs ;rncl Agra ElecLri c Supply U nderta king for ea rl y 
pmcha. e of 4 I :) d ist ri b uLi on tra nsformers oE '.250 KVA to I ,000 
K VA. Tenders were invited in Seplember 197:) (or npply oE 300 
transfor mers w ithin six month from the date of order . After nego
ti:ltiom conducted wiLh the fi rms oE Lhe Lale, who had submiued 
Lender, orders were placed in July and Decem ber I !J/(} for purchase 
of 61 0 transformers (rnlue: Rs.'.2.2<1 crores). 

(i) 11 he lowest technically accep table rates wer e. as ind icated 
below : 

Tenderer Ca.p aci Ly of Rates 
transformer (In Rupees) 

(in KYA) Quoted Co mpu ted 
'R' of .i\IaLhura 250 21,000 43,200 
'R' of i\Iatlrnra 400 30,500 60,340 
'R ' of Mathura 630 44,000 SG,720 
'H H ' of Calcut La l ,000 70,G80 l ,34,570 

The lowest o ffers wer e pa-.s<'d over on Lhc ground that the firm ~ 
!tad not manufactured and supplied transfo1 mer · of these ratings in 
l he past. R eprescn latives of fl rm 'A', 'ff :lnd 'G · were called for 
negoLiat ions ·with CSPC on 5th ~Tarch 1076. on Lhe gTotmd of their 
experience. although th eir computed pr ices we re not competiti,·e as 
indicated below : 

· ['ransf'ormer capacity 

(in KVA) 

Com para Li vc posiLion of compt1 tcd 
prices of the fi rm 

'A' 'D ' 'G' 
250 28 Lh 25th 27th 
400 J 6Lh 23rd 30th 
630 22nd 17th 2fi th 

l ,000 22 nd 15th 28th 

During negot iat ions, these firms were asked to supply 250 KVA 
and 400 KVA Lra nsfo rmers at l he price deri\'ed from the second 
lowest compu ted p rices oE Rs. -!.J,038 (quoLed price : Rs. 22,000) and 
Rs. 63.8~0 (quoted price: Rs.36,000) respectively offered by firm 
·v· of C u ttack. Firm 'A' did noL accept the offer while firms 'D ' 
and 'G' acce pt ed on ly for suppl y of 250 KVA u·:lnsform ers su bject 
to gra11 L of five fJer cent price preference on th e basic price of 
Rs.2'.2 .000 q uo Lccl by Fir m 'V' of C uttack . In the case of 400 KV A 
tran fo rmers. the three fi rm s held that rhe iron and copper losses o f 
600 waLts and 4, 200 , \·atts q uoted by the Cuuack firm were very low 
and impracticable. T he compmecl price payable to th em for 1JOOO 
K VA tr an formers , .. ;er e, therefore, revised. Th e revised price work-
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eel out 10 Rs. llS.887 whi ch was arrived ::IL from the aggregate qnoted 
pr jce of firrn 'V' of Cuttak (Rs.36.000) plus fi ve jJer cent price prefer-
ence (Rs. J,800) and the value of higher iron and copper losses of 635 
1watts and 5,200 ·wa tts respectively q uotecl by firm 'D' of M eerut 
(R!'>. 3 l ,087). On th is basis. the prices payable to firms 'G' and 'D ' for 
2fi0 KVA transformers wo1 keel out tO Rs. 22, 148 and R s. 22,038 
·while lhe same for 400 KVA tran formers amounted to R s. 38,81 3, 
Rs. 37,800 and Rs. ~ 8. 2.lO for firms 'G'. 'D' ;incl 'A' respectively. 

Accordi-ngly, orders for purchase of 22 .1 transformers of 250 
KVA and 255 transformers of ..JOO KVA \\-ere placed in July 1976 and 
December l 97f) on nine firms (includidng the three firms me'ntioned 
:1hove) at th e higher rates so 1vorkecl ou t in the n egotiations. The 
largest numbC:'r of Lransforrn ers of 400 KVA (170} were purchased 
from firm 'A' at the rate of R s.38.250. An order for 3.;; transEorm
cr'i of thi s rating at Rs.37 .923 \>Vas also given to fi rm 'C' of Lucknow 
although as indicated in the tender note Lhc firm had not t ill th en 
man ufactured transformers above J 00 KV A. 

CSPC de'cided to negotiate again with firms 'D ' and 'G' for 
purchase of 630 KVA transformers at Rs.8 1.810 and R s .. 52,080 res
pectively. Tihe rates were derived from th e third lowest computed 
price of Rs. 97 .16 1 offered hy firm 'v\T' of Born hay. Similarly, ·1,000 
KVA transform ers were decided to be p urchased from firms 'D . and 
'G ' at the rates of R s.7!5 .fi90 ,and Rs. 7.~ .8 3 6 derived from the com
plltcd price of Rs.1,42.784 offered by firm 'vV' oE Bombay. On tha t 
basis, orders for purchase of 80 transform ers of 630 KV A and 30 
transformers of 1.000 KV A were placed on the two firms at these 
rates. Orders ·were also p laced on firm 'B' of Lucknow for supply 
of five transformers each of 630 KVA t1 ncl 1,000 KVA al Rs.5 0. 7 2 ~ 

and R s.72. l 04 respectively and on firm 'E' of J'vfirzapur for upply 
of five transformers each of fi30 KVA and ] .000 KVA at Rs .. 52,790 
and Rs.78,970 respecti,·ely, which were worked out on the same basis. 
These transformers were received by the Board during Novemb er 
1976 to July 1977. Compared with the lowtst technically accept
able offers th e Board incurred an extra expendi ture of Rs.38·27 
lakhs in purchase of these 6 10 transformers (value: Rs.2·24 crores). 

(ii) Besides. the con struction design indicateCI by the suppliers 
in their tenders were subsequently changed by them ·when they sub
mitted their draivings after rece'ipt of the orders. All of them re
duced lhe q uantity of transform er o iJ by which they made a savmg 
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o( R s.2 ·1 I lakh . Firm 'A" reduced the we igh t o E 1·;rn k and fit tin ge; 
by 305 kg whereb y it saved about R s. l ·56 lakhs in the suppl y of 170 
transform er . Firm 'C ' of Luckno"· reduced the weig ht of leg coils 
·!)y 4."1 kg and also of the tank and fitting by 35 kg per t ransfor mer . 
According Lo the detail given in the te'llclers, the drawings of the 
firm and the purchase orders. the sav ing effected by th e firm on Lhis 
account " ·orked o u t to Rs.0-97 lakh on 35 transform ers. Electr icity 
Store Procurem ent Circle l became aware of these var iations while 
examining the revised drawings for approval. N o price r educt ion 
wa effected on the ground that the construction design oE the 1 ra ns
form ers wa. left LO be decided by the manufacturers. 

8.08. Ex t rn e.1'jJr 11di t 111·e i11 p 11 rchasr of powt"r I ransformns 

(a) U11rl 1t f' loading of lowr jf computrd rates 

T enders \\"ere invited in Apri l 1978 [o r purchase oE twelve 
transformen of 3 MVA and eight of 5 MVA fo r increasing the capa
city of the existing uh-stations and al o for new sub-stations, to 
;i ugment the irriga tion faci li ty for Lh e rab i crop of 1975-7 t1. On the 
basis of th e tenders r eceived in response to the enqu iry. orders were 
placed in August 197.? on firm. 'A" and 'D' for purchase of 15 trans
formers of 3 MVA (value: R s.33·2 1 lakhs) and in O ctober 1975 on 
fi rm 'A' for I 0 transformers of 5 MVA (value: R s.37·62 lakhs). The 
purchase orders stipulated delivery of 3 MV A trn nsform ers by 
lJecember 1975 and 5 MVA transform er by March 1976. Firm 'A' 
supplied 12 tran sform ers of 3 MV A between 30th September and 
31 t December 197 5. All the transformers of 5 MV and three 
transformers of 3 MVA were supplied by the two firms /between 
3 Jst March 1976 and 21st Jun e 1976, which were, thus. not available 
for the 1975-76 ra bi crop. Ex-post facto ex ten ion of del i\'er y period 
was gran ted to firm 'A' (March 1978) up to 30th June 1976 ;incl to 
firm 'D' (April 1978) up to 2 1st Apri l 1976. 

The p rice p ayable to firm 'A ' under the orders placed in Aug ust 
:ind Octobet 1975 were R .2,23,300 per transformer of 3 MVA and 
Rs.3.76.200 per transformer of !'> MVA whi le firm 'D' of Meerut was 
allowed Rs.2.13,789 per transformer fo r three transformers of 3 
MVA. In both the cases, the rates were f. o. r. destination on 'firm' 
price based on the iron and copper losses as quoted b y the two firm s. 
F our lowest quoted rates were ignored ,(June 1975) by unduly load-
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ing them for assumed price and ~Lallltory rnnallon (calculated aL 25 
and l O per cent respectively in the case of the lowe. t tender and 25 
1Jcr cent for pr ice variation in the case of the other Llirce Lenders) 
without considerat ion oE the fact that there \\·as a general downward 
trend in prices of materials used in man ufacture of Iran formers as 
per the mon thly list of ra-w mater ia l prices circu lated by the Indian 
Electrical Manufacturers' Association (I EMA). Such loading in the 
case of subsequent tender enquiries o f August and September 197!5 
was. however, made al J 0 pn cent and fi ve /7er un i r espectively. 
As per the periodical circulars of TEM A, the price. of electrol ytic 
copper bars and strips decl ined from September 1974 onwards and 
remained the same' in the calender year 1975 and thereafter it conti
nued to be low up to March 1976. T he increase of 2i5 j1er cent in 
prices of materials and 10 per cent for tatutory variatiom were also 
on higher side as the maximu m limit for price in crease in the mate
rials as per the existing I EMA form ula. was lO j)('r cent. Besides, 
the question of statu tory var iations (on finished product) was Lo be 
con idered at par in all the case. as the rates tendered l>y all th e 
firm were exclu ive of taxe and du t ie . Thus. loading of the low
est rates made them look higher than the seventh lo" ·est 'firm· rate 
oE 'A' wh ich formed the basis for placing oE the orders for 3 MVA 
transformers. TTh is resu lted in an extra expenditure of Rs.5·46 
bkhs in the purcha e of 15 transformers o f 3 MVA com pJred to Lhe 
lowest quoted rate oE Rs. l ·85 1akhs per transformer quoted b y a firm 
of Bombay. 

The tender pecification req u ir ed su bm ission of clra"·ing · of 
Lhe transformers along with the tender. Firm 'A. did not submi t 
any drawin g for 3MVA transformers with its tender. Tt ~ drawing 
for .? MVA transformer , received in the Circle office (after placement 
of the' order), provided for manufacture o f each transformer w ith 
4,700 litres of transformer oi l a aga inst 4.900 litres g iven in the tech
nical particu lars of its tender . No price red uction for 2,000 li tres 
of transformer oi l (value: Rs.0·20 lakh) o saved by the firm in the 
~ 11pply of 10 transformers of .~ MV A ·was enforced. 

After inspection of the transformers at the \\·o rk~ of firms 'A' 
and 'D ' the Board's Inspecting Officer reported ctbout thr d efic ien
cies in the works and the transformers manufactured for the Board. 
The reports of the Inspecting Officer and the point noticed in that 
<Onnection are cliscu sed belo\\· : 
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(i) Firm 'ff (inspected i11 J an uary an d Febr uary 1976) had no 

arra ngemen t for recor ding h igh tension res istencc. T est cer t ificates 

in r e pect of oi l. b u hing relay an cl rad iator used in the transfor m 

er s were not ava ilab le ·with it , weld ing of th e radiator fim required 

improvem en t. pa inting of th e transformer tank~ was nol even , and 
in heat-ru n te ts temperature ri e of o il "·as more than tl1al perm is
sible u nder the contract. Th e three transform er ·were aga in ins

p ec ted on 11 1.h / I 3th April I 976 and it 'ms found th at welding o f 
the r ad iators ·was still u nsatisfactory. The ftrm "·a . however. allow
ed Lo d espatch the tra nsfo rmers. 

One of th e:· tr ansformers su p p li ed b,· the fi rm i11 Moraclahad d is

t ric t ·wa · in talled on 19 th J a 1111ary 1977. Tt wa" d amaged on 4th 
May 1977. Anothe r t ransform er s11ppliccl in Bnlandsh" hr during 
May 197() d eveloped d efects in off-loci cl tap ch anger s,,·itch in J u ne 

1976. 

(ii) Agai nst th e o rde rs placed on firm ' A ' i n Angm t and Octo

ber 1975 for 12 t ransformcrs of ~ MVA (va lnc: R '\.2n·80 lakh s} an d 
10 transform ers o f 5 fV A (\'a lue: R~ .. \n.fi~ lakh-;\, th e firm offered 

for inspection o ne .\I i\ fVA t ransformer on l.1' th / 17th December 1975 . 

The Inspecting· Officer o f lhe Boa rel rnnc1 11 cted on h · rout ine' and 
h eat-run tests and allo wed t he firm ro d espatch lhe same. Suppli es 
of the rem aining 11 t ra nsformers oE 1 \ f V r\ "·ere compl eted lby the 

fi rm in D ecember 1975 . o u t o f wh ich o n lv three t ransformers were 
I 

inspected and inspect ion of e igh t transform ers wa5 ne ithe r car ried 
o u t nor wa ived by th e Boa rd. 

(iii) One tr a nsformer of ,, i\ fVA was o ffe red by firm ' A' for 
inspectio n o n 23rd i\ fay 1976 . D u ring th e insp ection , a number of 
defects were 1101 iced in the par ts used in the trnn sform er , but on Lh e 

g round of u rgen t r eq uiremen t indicated by the Boa rd. the firm d es

pa tch ed this and five:' o th er (5 i\f VA) l ransformers and their inspec

tion " ·as waived b y I.h e frmber (Commercial). 

(iv) Impulse tests " ·ere not ca rried ou t on an) o f the tramfor
m ers of Lh e two capac it ies su pplied 'by fi rm 'A' thoug h th e same ·wer e 
not wri i vcrl hy the Board . 

Accordi ng Lo th e reports fro m two comig nee . recei,·ed in th e 

Electricity SLOre P rocurem en t Ci rc le T bel\\-CC11 ep te mbc:r 1076 and 
1\Ia · 1077, variou defect.~ like leakage of oi l. r ise in the oi l and win-
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ding Lempera Lure, cracks in conservalor t:rnk. l'f c. \\'ere noLiced on 
insta!la.tion / commi.5ion ing of one transformer of;{ MVA and three 
transformers of .> i\fV mppliecl by firm 'A· . Report abou t perfor
mance of other transformer su pplied by the firm under thi~ order 
were not ava ilable. The Superinten ding Engineer. Electricity Swre 
Procurement Circle I. stated (September 1977) 1hat the fir m had 
been asked lo remove the defect noticed in a couple of transformers. 
According lo the information compiled by 1he Board in August 
1977, there were 322 damaged power transformers of various capaci
ti es wh ich included 87 power transformer-; su ppli ed by firm 'A' 
aga inst va rious orders . 

(b) n ej eclio11 of lowest /f'c/111ica ll)' acce/1/alJle tenrle1· 

On the basis of tenders in vited in Aug mt 197.t:;, an order was 
p laced (July J 976) on firm 'A' for su ppl) o ( L\\"O tra n formers of 5 
\ 'fVA .~3 / 11 KV and n m tran form ers of 5 ~ I V.\ 33 / 66 KV at its 
quoted rates of Rs.3.5 . 73.J a nd R s.3 .9:5.697 respect i,·ely (total nlue : 
R s. I S.0!1 lakhs). ~r'he lmvest offer of firm ·~ f ' of Baroda at 
Rs.2.95.000 per tran former of both the rat ing-<; wa-; re jected on the 
ground th at it had not execu ted an earli er order placed on it in 
December I 97:l Eor 30 transformers of 160 KVA . It was. however , 
11 oticcd in the course of audiL tha1 the firm had 1.10L accepted Lb e or
der for 160 KVA transformers as th e• tenm o f de livery and paym en t 
h ad not been settled. Tn fact, several oth <:>r firm . had also not supp
l ied tra nsformers aga inst order s placed on them in June / D ecemb er 
1973 on the grounds of rise i n the price of raw mater ial . By ignor
ing the lowest technically acceptable offer. 1hc Board incurred an 
extra <:1x pencli ture of Rs.3·29 lakhs jn purchase of the four transfor
rn ers (value : R s. 15·09 lakh s) . 

In term~ of the contract, firm 'A' wa. required to carry out 
impul ·e and hea t-run te ts 011 one nni t of each rating. for i;\"11ich 
R s. 0.20 lakh were included in rhe pr ice. No such te ts , ,·ere, 
hmvever. carried o u t and R s. O.+O lakh paid lo t li e firm 011 this 
account have not been r ecove red i\'far ch 1979. Performance of 
these transformers was also not watched by the Board. 

(c) Co11dition{lf e11/iance11ie111 of ordn qua11 t i t;1 

Tenders for purchase of LI 0 1 ransform ers of 3 MVA and 22 
1 ra11~fon11er · of .) MVA ·were invited in September 1975 for increas-
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iug the capacity of the exi~tin g 33 KV ~ub-sLaLion s. replacement oE 
damaged transformers and feed ing the ne,,· sub-station . CSPC, 
ho\,·e\'er. decided (.7 th ;'\f arch I ~176) to purchase 20 transformers oE 
;{ l\ fVA and -JO tram.form ers of .1 MVA 011 the ground that most of 
the sub-station:- ha,·ing 3 MVA Lran .;former~ " ·ere getting o,·er-load· 
ed. AlLhough the rates quoted by firm 'A. were the ninth lowest, 
the proposal of the Electricity Store Procuremen t Circle I LO place 
orders on it fo r bulk of the req uirement was accepted by CSPC on 
the ground 1h;H the firm had nppliecl . in the past. a large number 
oE transform ers to the Board. I t may b e stated that some of the 
firms wh ich q uoted loiver rates were " ·ell establi heel and had also 
uppliecl tramformer LO the Board in the past. 

Accordingly. an order was placed on firm 'A' in ifarch l !J76 
for purchase of 15 transformers of 3 TvfVA and 22 transform ers of 5 

1 VA at Rs. 2. 12,220 and Rs. ~A 2. 682 each. re pecti,·ely on 'firm' 
price basi. (value: R . 1.07 c1 ores). In June 1976. the firm ap· 
proached the th en Member (Commercial) w ith the reque t to place 
an adclitiona I order for 1.1 transformers of 3 fVA and 22 transfor
mers of !> MV A. Taking into consideration the programme oE 
con 1Tuction of new sub-stations and increa. ing the capacity of the 
exist ing sub-stations. the Member (Commercial) proposed (l l th 
June l97G) to the Chairman of the Hoard that. andi t ional 
15 tran. formers of 3 MVA and '.2'.2 transform ers of t) MVA 
shoul be purcha eel from firm 'A' (nlue: Rs. J .07 crores). 
Th e Chairman approved (24th June 1976) the proposal on 
the condition that th e order for thr :-iclditional supply 
should not interfere with the repair work oE damaged tran formers 
entrusted to ~h<: fi rm and that a clear stipulation hould be m ade that 
for each transformer upplied under the additional order the firm 
should repai r on e damaged tramformer. fa il ing ·which the add itional 
order ,,·ouln become invalid . Order for the additional upply was 
placed on. the firm in July 1976 ·with th e aforesaid stipulation , accord
ing to which .~7 power tran formers ·were Lo be repaired by the firm 
up to .July 1977 . The firm com pleted the supply of all th e trans
form er by .Jul v 1977 under the original as ,,·ell a additional orders 
but. it h a(.l repai red onl y five pmrer tr:rnsformers by that t ime. 
Owmg to 11 ~ fa ilure to undertake repa ir o f matching nu mber oE trans· 
form ers. the Board po:tecl in ib works an Execut ive Enc;i neer from . ~ 

Aug u!it 1977 LO \1·ork a · a Lia on Office r for arra1wi1w re1)airs of the 
t'l 0 

transformers. Under the contract the firm, however, repaired in all 

I 
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~L power transformers up to February 1979. The balance 16 trans
formers have neither been got repaired nor recovery for damages 
effected from the firm . 

The following points " ·ere also noti ced : 

(i) \\Thile the ninth loweH offer of firm 'A ' was accepted 
for placing the order, the third lowest (1but lowest technically 
acceptable) offer (valid fo1 four months as per the tender con
ditions) of firm 'M' of Baroda at R s. I .88 lakhs and Rs. 2.88 
lakhs per 3 MVA and ;:; MVA l ransformer r espectively on 
'firm ' price b4 is was rejected on the groun<l that the firm had 
faile<l to supply 30 transformers of 160 KVA aga inst an order 
placed on it in December I 9n. As alread y slated earlier, 
firm 'M' had not accepted the order becau e the terms of deli
very :rnd payment had not been ettled. s regards capacity 
of firm · f' to manufacture and ·upply power transformers, 
the rerort of the Executive Engineer, who inspected its works 
at Baro<la in November 1973. howed that the firm had a big 
industrial e tabli hment manned by highl y technically qual i
fied swff for manufacture of transformer and that it had ex
ported power transformer to foreign countrie . It had also 
suppli ed l 0 transformers of 5 MVA to the Board against an 
order place<l in May 1975 by the Electricity Sub-station Design 
Circle. Rejection of the lowest techn icall y acceptable offer 
of rhis firm resulted in an extr a expend iture of R s. 31.33 
lakhs in the purchase of 7'4 power transformers (value : 
R . '.?. l •l crores) from firm 'A '. 

(ii) After the order was placed on firm 'A' incorporating 
it de ign particular submilted by the firm in November 
1975, it changed the follm,·ing technica l particulars in the 
final rle ig-11 ubmittecl in June 197() for approval: 

Original design R evised design 
of November 197!) of M ay I97G 

Item 3 MVA .~MVA 3MVA 5 MVA 

Transformer oil (in kgs.) 1,900 3,900 1,697 2,915 
(2,200 (4,500 (1 ,950 (3,350 
1 i tr es) litres) l itres) litres) 

T ank and fillings (in kgs.) 3.100 4,400 2, 153 4,385 
Cores and windings (in kgs.) 5,000 6,700 5,000 6,700 
Total ll'Cight (in kgs.) J0,000 15,000 8,850 14,000 
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In reply to an objection raised by the Board on the re,· i~ecl 

de. i~n (June I Q7fi). the firm expla ined 1 hat while accepting- the 
orcler on ' firm· price basis i 1 had chang-cd the design oE 1 he tra ns
former O\\·i 11 cz to \\'hich 1 he quant itY of oil. we iq;ht an cl dimensions 
of the transrormers were sli.ghlly revised . No such rev1s10n ·was, 
howe,·cr. rec0rded in the minutes of CSPC meeting in which the 
pnrchv:e wa-; decided and the rates were accepted by the firm. 
Tramfonnc1·., of the re\ j.,ecl ck ig n were accepted by 1 he Rnard he-
1 wern \ugu.,1 Jq7() :rnd luh 1977 \\' ithout an\ price rcduc1 io11 for 
the sa,·ing of about Rs . . ).06 lak hs made bv 1 he firm by reclucing 
the riua11ti1,· of 1ramformer oi l and tank ;rncl fitt ings in the s11ppl · 
of 30 tran-;fo1·mer-; of '.1 \!VA and 11 of ) fV;\. 

(d) Pw·chasr· on limilf'ti negoliation lMsis 

Tender' were inv;ted in Dccernhcr 1076 for purchase of 100 
t ranc;former., 0f :1 ~fVA for rural electri fi cat ion work in 1977-78. 
CS PC decided (Ma,· 1077) to purcha'ie onlv :10 transformers for 
\\·hich order'i •1·C're plared in Junr Fl77. The lm1·rc;t f. o. r. dcslin
tion rate of fmn 'G' of Calcnt.la a t the computed price o( R.' .~.76.222 
(quoted price: R'>. l .fl.1).000) on 'firm ' price h(l ~ i was ignored on 
the p:round that the firm had not gain ed experience in manufacture 
of tramforme1 s and had not supplied power transformers to the 
Board. The firm \ tender. however. indicated that it had . uppli rcl 
~ i\ fV ,\ tramformen to the \Vest Bengal and Rihar Stare Electri 
city Board <; in ] !)76-77 and i1 \\·as al"o reµ;isterecl with DGS & D for 
-;upply of power transformers . 

After l i 111 i t ed n cn;ot iaLion s wi l h 1 he 111 :111 u fa ct u rcrs in 1 he St a I c. 
CSPC decided 10 pbce orders for ~ O tran..,former'i 011 firm ' /\.' ( l!lth 
lo11·esl) and for 20 tr<l nsformers on firm 'ff ( 18th lowest) a1 the 
econd lowest computed price of R" ~.81i.1 ;rn offered b) firm 'O' 

of Baroda (qunted pri ce : Rs. 2.1 1 . .>00) /il11 .\ fi,·e /1rr ant price pre
ference. Thi;; decision wa~ taken lw CSPC 0 11 the ground tha t per
formance of ll1e pm\'er tramforrners oE firm ' \ ' \\·as found "gene
rall y ~atisfacton"' and fi rm 'D' had si11l c irnpro,ccl the qual ity of 
i t~ po\\'er tran .. Jormer,,,. 

The computed price'> of the offcr., of firm -. ' \ ' and ·n· ,,·err 
R'i. -1.28, l I G and Rs. 1.Hl.C)J(i (quoted price: Rs. 2.~:), 100 :-llld 
R'I. ~.1.1 ,000) 1 e~ pect j,·eh a-, a~ain~t R•,_ ~.!)7. 000 (quotccl price : 
R -. 2. 11,500) offered to them. ln '.'lll bscquen t ncgoti al ions "'ith the 

I 
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Member (Commercial), firm 'A' offered Lransformers of lower iron 
and copper lo~ses. The ca pitalised value of the reduct ion in the 
iron and copper los!>e a mounted to R.. 3.33g and on thaL basis the 
price oE R s. 2,09,097 per transformer wa~ accepted by firm 'A'. 
Similarl y. the price payable lo firm 'D ' was worked out Lo 
R s. 1,9-1,:36-1 per transformer after deducL ing the presumptive value 
oE iron and copper losses, et.c. On the bas is of the lowest comput
ed price of firm 'G ' (R . 3,76,222), the firm 'A' and 'D ' should have 
been g iven th r rates oE R s. 1,98,075 and R s. l ,83,336 (including 
fi ve per cent price preference). Th us, b y ignoring the lowest com
puted pricf of firm 'G', the Board in curred an extra expenditure 
of Rs. 5.51 lakhs in purchase of 50 transforme r!> from firms 'A' and 
'D' besides allowing them extra benefit of R s. ()..11 lakh in price pre
ference. 

8.09. Higher n1a'1wtio11 of /ntrchase fn ice 

Tender~ wet c im·ited by the EleCLriciLy Snb :;,tat ion D esign Cir
cle in June 1976 for purchase of four transform ers each of 20 MV A. 
The lowest computed price offered by firm 'Z' of Lucknow for four 
t ransformcr-; ::tlongwith accessories, two sets of spare parts, 1 O f1er 

cent reserve oi l a5 well erection and corn mi 'i ion ing cha rges was 
R s. 95 .2 1 l:lkhs. But the computed price ,,·a· Rs. 96. 16 lakhs a 
" ·orked out in the Circle office by adding R s. 0.9 1 lakh for ex tra 
trn nsformer oil. " ·h ich had already been included in the quoted 
price. Besides. Lhe va lue of g-uarant eed tol c r~mce in losses of elec
t r icity was added at 1 !) /Jcr cent i nc;teacl of l O fu'r cent . offered by 
the firm. wh ich result ed in h igher evaluation of the firm's compu t
ed pr ice bv ;i.no t her R s. O.Otl lakh. 

CSPC decided (3 ht J an uary 1977) to purchase the transformer 
from firm 'A' provid ed it agreed Lo reduce its com puled price of 
R s. I 03-9!) lakhs to the level of the com puted price oE firm 'Z' (R s. 
06. l6 lakhs). On th a t bas i ~. the firm became entitled Lo a total 
p rice of: R .. :'57.82 lakhs for [our tra11 ·form crs including Lhe p ri ce of 
extra oil, mo et of ·pare pans and acce~ ories. \\1 hile accepting 
the offer of CS PC , firm 'A' reduced (f ebruat y 1977) its g uaranteed 
iron and copper lo e ... of l .. ! K\\' and I 0-1 K"\\T Lo J 7.5 K v\' and 98 
KW res pectively.. T he capitali eel ,·alue of the reduction in the 
g uaran teed iron and copper losses resulted in fina ncial benefi t of Rs. 
~. 06 lakh · Lo the firm a-, the purcha~e price worked o ut from Lhe 
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computed price of Rs.96. 16 lak hs wa') i ncrea5ed from Rs.57.82 lakhs 
Lo R s.59.88 Jakhs. Accordingly. purchase order for four transfer
mer was placed on the firm 'A ' in 1'vfarch J 977 for Rs.:;:).88 lakhs. 
T hus, the firm got tota l additional b enefit of Rs.3.0 1 lakhs. 

8.10. Excess tJay1nents owing lo l<'clwical variotions 

The technica l specifica tions of the tender enquiries Ooated q)y 
the E lectricity Store Procurement Circle 1 in Novemb~r 1971 and 
September 1972 for purchase of ~5 KVA. 63 K.VA and IOO KVA trans
formers included provision of low tension cable box and maxi mum 
temperature rise of ?> 0°C in windings and -!0°C in o il a t fu ll load 
of the transformers. T he orders p b ced on var ious firms aga inst 
these enquiries at the rates quoted by firm '] ' of SonepaL, stipulated 
supply of transformers of these specifications except that orders 
placed on firm 'E' o f Mirza pur stip u lated supply of LransformC'rs as 
under: 

Month of purchase Tn111sfoerner on order Tempe- R ates 
order r a,tlU'O 

Cn,paci(,_v Number rise (Jn Rupees) 
(in KVA) (In centi-

grade) 

March 1972 (against the 25 250 55°/·!5° 3,-:120 (withou t 
enquiry of November cable box) 
1971) 

63 250 55°/45° 5,< 50 (wit.hou t 
cab lo box) 

100 50 55°/45° 7,3f>O (wit,hout 
cable box) 

June 1973 (against t he 25 1,000 50° /40° 3,270 (withou t 
enquiry of September cable box) 

1972) (j3 1,000 50°140° li,400 (wit.Ji 
cable hox) 

---
2,550 

---
Against the orcler oE Jun e I CJ7:$ abo. the firm uppliecl 2.000 

tran.sformer of the temperature rises of :):) 0 /Ll:) ° C and witl1out pro
viding the cable box. In a simi lar ca~e of orders placed (December 
UJ'i2) on firms 'T' of Bombay and 'U' of Calcutta aga inq· a110Lhc1· 
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tender enqu iry of September l 072 for rx-stock su pply of tramfor -
rners of the ame spec ifi cat ions, the rates allowe'cl by the Board to the 
L wo firms ,,·ere reduced by R .1 ?>O per transformer for non-provi ion 
o f the cable box and ano ther R .1 !10 per tran former for higher tem
p erature r ise u p to .~5 °/45 ° C. No snch price reduction was, how
ever, eH-c:cted wh ile accepting supplie aga inst the Lwo order on firm 
'£' oE Mirzapur. T h is resu lted in granl of fin ancia l benefit of R s.7.6:) 
Jakhs to fi r m 'E' in supp ly of 2,550 t ransfo rmers of h igher tem pera
ture rise~ and without the cable 1box. 

8.1 1. E.1•/rn j1aymrn/ for nh11niniwn wound I rnnsfonnas 

T he Central ·w ater and Power Commission (GWPC) advised 
1 he States E lectricity Board in February 197 1 that no order for pur
e ha e o f copper wound transformers above lOO KVA and up to 300 
KVA should be placed af ter I t April 197 1. Tn respect of transfor
mers u p lO I 00 KVA, th e GWPC also advi. eel the Boards to ca ll for 
tenders and place o rders at composite rates for su pply of copper 
wound tr ansfor mers and aluminiu m wound transform er in the ratio 
o f 7!1 : ~5 up Lo i\ farch ·1972 and 40 : 60 du ring 1972-73. Only 
alum i11ium wound tra nsformers were Lo be pnrcha eel from 1st April 
1 97~ onwards. 

A tender enquiry wa Ooated in ep tember 1972 for su pply oE 
copper -..vou nd transformers and alum in ium wound transfor mers in 
the ratio of 40 : 60 in 1973-74 when only alum inium wou nd trans
former ho uld have been purchased in accordance with the advice 
of tli e GWPC. Orders were placed (March !June 1973) for supply 
of 11 ,200 transform ers of 25 KVA, 7.475 transfor mers of 63 KVA 
and 700 tran forrner of l 00 KVA with stipulation for supply of cop
per wound transformers and aluminium wou nd transformers in the 
ratio of 40 : 60. H owever, under instructions of the Chief Engineer 
(H yde!). the fi rm were perm itted between J anuary 1974 and March 
1975 to supply 683 transformer ·of 25 KVA, 596 of 63 KVA and 
135 transformers of I 00 KVA w ith aluminium winding in place of 
copper winding. N o price reduction wa5 effected due to this m ate
ri al change in the con truction design of these transformers. 

Uncl e~- t his tender enquir y. three firm s of Calcu tta, Faridabad 
and Ghaziabad had q uoted composite r ates for copper wou nd trans-

• 
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formers :tncl aluminium wound lram(ormen, 111 the r:itio of 40 
:111d al ·o lor only aluminium wound trans[ormers as under: 

60 

TransformC'I' capac·ity 
(in KYA) 

l 00 

Composite ra.ios R ates for a.lnmi-

:3, l :30 

6,800 

11ium wound ha.ns
fo1·mcrs 

(Tn R 11pc0s) 

3,050 

5,150 

G, 700 

The composite rate quoted by the c frrms were allO\\'Ed Lo \'ari
ous firm · with whom orders were placed aga inst this enquiry. The 
price difference bet\\·een the compo~ite rate. for upply of transfor
mcn, in the ra tio of 10 : <10 :incl the rate for ;iluminium wound tra11s
formcr~ only ' 'as Rs. l 00. On this ba ·is. the di fference in the price~ 
of copper and aluminium wound transformer \\'Ork out to Rs.250 
pt'r transformer . The fin ancia l benefit cleri \·ed by rhe \:iriom firms 
in the supplies of J,+l-J ah1min i um \\'Olllld transformers in place o f 
copper ·wotmd transformer , against the var io us orders under refer
ence, thm, works out to Rs.:>.:) I lakhs. T here is no recorded reasons 
for alloiv ing composite ra te for a luminium wound transformers. 
8.12. lr1sfJection and testing 

(a) T l1 c tender specifications :is well ac.; the purcha5c order p ro
Yidecl. i11ff!' alia, for in pection and testi ng of tran form er<; as under: 

(i) The Board's Inspect ing Officers \\·ere author ised to inspect 
and exam ine the material u ed in manufact ure of transformers and 
,,·orkman hip o( the transformers, for \\'hi ch suppliers \\·ere reqnire'd 
to give l.1 clays' notice to the Elcctrici ty tores Inspection Circle in 
r espect of every lot of transformers ready for despatch. 

(ii) The t r:in sformer ,.,·ere to be subjected, inter alic;,, to the 
following tests: 

Routine test on all the tramformcrs in r egard to resistance 
capacit) of windings, impedance voltage, ratio polarity, phase rela
tionship and iron and copper losses. 

Impulse voltage withstand test on a transformer of a particular 
type, design and capacity. 
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T empera ture rise test on one tramfor mer or ;-i part icular type, 
des ign and capacity frnrn each bat ch or transfor mers ofl'er ecl for ins
p ection . 

(iii) T h e ~nppl i er~ \\·ere to su bm it im ·oices, test certificates, etc. 
m respect of th e ma teria ls u~cd in Lh e transformer'. 

(b) T h e following poin ts in tl1is regard ·were nol iced in course of 
I f.S t. ;:iurl it : 

(i) l nsp ecl ion and romine testing of tra nsformer was limited to 
~mall propor Lion of the suppli es. a · per the i11stance g i\'en below: 

Oct ober 197 1 MA.rch 1972 March/June 1973 

Ca pacit y Number Number Number Number Nun:ibcr Number 
(ill p urchased inspected p urchased inspect ed purchased in sp0cted 
K VA) 

25 5,000 24 5,580 220 l 3,400 ] ,569 

G3 4,020 98 4, 125 GOO 8,275 1, 105 

JOO 500 990 400 975 151 

(ii ) Inspection and testing were wa i\'ecl without r ecorded reasons 
111 t he case o f the fo llowing suppli e~: 

Waiving authority Mont h of • 'npplier N llmL<'r of Ca pa.ci t.Y 
orckr transfor- (in KVA) 

mers 

E lectricity St01·cs Inspec- October Firm 'E ' 195 63 
t ion Circle 1971 

Electricity St orflR Ini:;pcc- .June J 973 13 firms 4,132 25 
tion Circle and Elco- 2,353 63 
tricit y Store Procure- 142 100 
ment Circle 

Member (Commercial ) J an uary Firm 'S' 7 3,000 
1974 1 5,000 

Member (Commercial) July 1975 Fin n 'A ' 600 25 
and 63 



144 

(iii) The fo llowing firm :. suppl ied Lrans(o rrners ,,·ithou1 any 
imimation Lo Lhe E lectri city Store~ 1 nspeCL io11 Circle for the ir rn s
p ection and testing: 

Supplier Cn.pacity .r um br1· P eriod of 
(in KVA) supply 

Firm 'C" 2.3 l.0""3 1972-73 

GB 222 1972-73 

Firm 'A. 25 n.ncl G3 J. 00 1973-74 

Firm 'I' 25 and 63 250 1972-73 

(iv) Supplies of 22,52:) transformer · of 25 KV A. 63 K VA and 
100 KVA, made by 16 firms up to July 197.1 aga inst orders placed 
on them in i\farch / June 1973. were accepLecl withou t cond ucting 
impul e and temperature r ise test on any tran former. on Ll1e ground 
i haL Lhere \\"a!l cut or interruption in power suppl y to their factor ies. 

(,·) On te~ting a transformer each from a lot of 30 u :imformers 
oE 63 KVA, offered by firm 'O ' of Baroda in November 1972 an cl two 
lots each of three tran form er o( 25 KVA and 16 transformer of 63 
KVA, offere'd by firm 'C ' of Lucknm,· in April 1 97 ~, the Board's 
l nspecring Officer reported thaL Lhe temperature r ise in Lhe Lested 
transformers ·was higher than the maximum limi ts oE !J0 °C in wind
ings and i0 °C in oi l speci fi ed in Lh e purcha e orrlei-s. But on ly the 
tested Lransformers were rejected and Lhe suppl y of the other was 
accepted without conducting temperature r ise tests on any other 
transformer. 

(v i) The snppl iers· in \'o ices ancl manufacturers· tel certificates 
in respect of the mat er ial s used were not on record in all the cases. 
L arge scale damage of di tribution transformer wa reported in 
paragraph 8.06 of the Report of the Comptroller and Auditor Gene
ra l of 1 ncli a for 1976-77 (Commercial). 

8. 13. RefJnir of poiue1· transformers ngainst central cont1:acts 

On the ba is of tender · r eceived in July l 975 for repair of power 
transformers (115 of 1.5 MVA, 55 of 3 MVA and 32 of 5 MVA), 
CSPC approved (May l 976) labour charges of R .9, 000, R s. 17,250 and 
R s.24,000 per transformer respectively as quoted by firm 'A'. The 
r ates in respect of n ew leg coils to be supplied and the old leg coils to 

~ 
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be retained by the repai rers were decided at Rs.75 and R s.21 per kg 
respecLively. The lowe L technically acceptable rates for labour 
cha1'ges at Rs.3,500 for 1.5 MVA, Rs.4,000 for 3 MVA and Rs.5,000 
for 5 MVA transformers and R s. 60 per kg for the new leg coils, offer
ed by a firm "M'" of Baroda, were not accepted on the ground that in 
lieu of earnest money the Baroda firm had submitted only the cer
Lificate of registration with Director General, Supplies and Disposals 
(DGS&D). In this connection it may be stated that certificates of 
registration with DGS&D was accepted by the Board in lieu of earn
est money in other cases also and the firm had already been given 
order by the Board for supply of 10 transformers of 5 MVA in July 

l l 975 against a tender enquiry without insisting for earnest money. 

An analysis made in the Electricity Store Procurement Circle I 
and submitted to CSPC in O ctober 1975, revealed the price of new 
leg coils as Rs.60 per kg which was the same a quoted by the firm 
of Baroda. This rate was raised to Rs.75 in January 1976 as firm 
'A' contended that labour charges in the manufacture of leg coils 
ciccounted for 50 per cent of their total cost. In this connection it 
may be pointed out that according to the IEM A cost analysis, adopt
ed by the Circle (October 1974) in the case of a tender enquiry for 
repair of copper wound distribution transformers, the labour cost wa 
t<tken at 10 per cent oE the price of the copper wire used in the leg 
coils. 

Firms 'A' and 'D' were awarded (May J 976) contracts for repair 
of 50 and 35 power transformers respectively at the rates approved 
by CSPC. The repair cost, inclusive of the price oE leg coils, oil and 
labour at the rates provided in Lhe contracts. together with the co t 
of stampings (at Rs.2£1 per kg quoted by firm 'D' of Mcerut), ·worked 
out to R s. l .45 lakhs, Rs.2.29 lakhs and Rs.3.29 lakhs per transformer 
of 1.5 MVA, 3 MVA and 5 MVA respectively. As aga inst these, the 
price for a new 1.5 MVA transformer \\"aS Rs. 1.30 lakh (estimated by 
the Electricity Store Procurement Circle I in March 1977) and the 
prices of 3 MV A and 5 MV A transformers, at which purchases were 

"' made by the' Board from these firms during 1976-77 and 1977-78, were 
Rs.l.94 lakhs and Rs.3.23 lakhs respectively. 

Non-acceptance of the technically lowest offer of the firm of 
Baroda in the circumstances mentioned earlier resulted in extra 
expenditure of Rs.0.21 lakh, Rs .0.35 lakh and Rs.0.50 lakh on leg 



146 

coil and labour ch arge per transformer oE 1.5 MVA, 3 MVA and 
5 MVA re pectively. 

Against these contracts, firm 'A' repaired only 16 transformers 
(l.5 ?vfVA-10, 3 MVA-2 and 5 ~ IVA-'J ) and firm 'D' repaired 12 
transformers of 1.5 MV A, 31 oE 3 MV A and four of 5 MVA, up to 

. . 

ep Lem ber 197 8. The extra ex pen cl it ure in repair of these 63 1w 

transformers amounted to Rs.20.1 7 lakhs. 

?5.11. R epair contracts by fiefd uni ts 

Un der instructions (April 1975) of his Superintending Engin
eer, the Executive Engineer of Electri city Maintenance Division, 
Allahabad arranged (May 197 3) inspection of one distribution and 
four power transformers at Naini \rnrk or fi rm 'A' for their repairs. 
As a rewl t, the firm es timated (July l ~17 6 ) the repair charges of these 
damaged transformers at R · . 5. 0-~ lakhs ,,·hich was reduced (Decem
ber 1975) by Rs.0.22 lakh on account of the price of spare parts to 
be supplied by the Board. No credit for the salvaged mateTials valu
ing Rs.l.1 3 lakhs (including 4,380 kgs. of damaged copper leg coils 
and -:1 ,200 litres of used transformer oil to be retained by firm) was 
given in the estimates for repair charges. T he estimates of the firm 
were apprnved by the .Member (Commercial) in February 1976 
although tenders for repairs of power and distribution transformers 
at lower charges had already been opened in July 1975 and Febru
ary l 97<i respectively. Tran sformer-wise deta il s of the repair charges 
allowed to the firm and the co t of repair calculated at the rates pro
vided in th e centrally executed contracts for repair of power trans
formers (May 1976) and d istribution transformers above 100 KVA 
(June 1976) are as under : 

Transformer Number of Total repair Cost of repair at 
capacity transformer charges paid the rates of cen• 
(in MVA) repaired trally executed 

contract 

(In lakhs of Rupees) 
5 1 2 .00 1.51 

1.5 1 1.10 0 .84 

1.5 1 0 .99 0 .83 

1.5 1 0.51 0 .34 

0 .25 1 0.22 0 .10 

Total 5 4.82 3 .62 

• 
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For repair of the five transformers, payments of Rs .5.11 lakhs 
(including Rs.0.29 lakh towards excise duty and sales tax) were 
made by the Executive Engineer during 1976-77. 

Similarly, a power transformer of 1.5 MVA (value : Rs.l lakh 
approximately) was given to firm 'A ' for repairs from the Electricity 
Distribution Division I, Varanasi in March 1975. The firm charged 
Rs.0.90 lakh and retained the salvaged materials valuing about R s. 
0.17 lakh without any adj ustment in the repair charges. 

In almost all these cases, the repair charges were more than the 
economical limits fixed (March 1977) by the Board for the repair 
work under the centrally executed agreements (Rs.0.13 lakh for 
250 KVA, Rs.0.60 lakh for 1.5 MVA and Rs.1.65 lakhs for 5 MVA 
transformers). 

The matter indicated m paragraphs 8.01 to 8.14 was reported 
to the Board and Government in September 1978; replies are await
ed (February 1979). 

8.15. Summing up 

(a) In some cases decision on tenders was delayed in spite of seek
ing extensions. Validity of the technically acceptable lowest tenders 
was not kept in view for timely decision on the tenders to avail of 
the benefit of the lowest technically acceptable rates. 

(b) In many cases, lower technically acceptable tenders were re
jected and orders were placed on firms whose tenders were higher. 

(c) In certain cases supplies beyond scheduled delivery period 
were accepted and ex-post facto extensions in delivery periods were 
granted even though offers had been received by the Board for sup
ply of transformers at lower rates during such extended delivery 
periods. 

(d) Price preference was granted to medium and large industries 
which was not in conformity with the price preference policy of the 
State Government. 

(e) No procedure was laid down by the Board to obtain p erfor
mance reports from the field about the serviceability of transformers 
supplied by various firms. 
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(f) The actual iron and copper losses of electricity were not 
watched after installation of the transformers. Ca p i Lal isation of 
such losses for comparison of tendered rates for deciding purchase 
prices, Lhus, became academic. 

(g) In some cases supplies of transformers were accepted with
out exercising even routine tests (including check on iron and cop
per losses) while in some cases inspection and testing of the trans
formers supplied by various firms were waived on the ground that 
the Board·s inspection wing was not adequately staffed. 

(h) While purchase orders were placed on certain firms which 
had not in the past manufac tured or even repaired Lransformers 
(firms 'B' and 'G of Lucknow and 'F' of Allahabad), the lower ten
ders of some other firms (firms 'K' of Meerut, 'L' of Varanasi and 'R ' 
of Mathura) which had the experience in repair of the Board's dam
aged transformers of different makes, construction design and capa
city ·were rejected on the ground that they had not supplied trans
formers to the Board in the past. 



SECTION IX 

UTTAR PRADESH STATE ELECTRICITY BOARD 

LOSS OF REVENUE 

9.0 1. Non-segregation of circuits 

According to the tariff applicable to large and heavy power 
consumers, if the energy supplied for consumption in a factory is 
utilised for domestic purpose also, such consumption should be seg
regated and metered separately. Consumption so recorded separate
ly should be charged under the appropriate rate schedule. In case 

11eparate metering is not arranged, the ent ire consumption should 
be charged at the higher rate applicable to mixed load. 

T est chek of the records of seven divisions showed that seven 
consumers (six heavy and one large power) were, however, not billed 
at higher rate schedule for use of electricity for purposes other than 
for which i t was sanctioned. The amount of undercharge aggrega
ted Rs.29.24 lakhs as detailed below: 

~ame of division Xumber 
of con
sumers 

E lectricity Commercial 1 
Division , Faizabad 

Electricity Commercial 1 · 
Divfaion, Roorkee 

Electricity Commercial 
Division, Bulandshahr 

Electricity Distribution 1 
Division, Barabanki 

Varanasi Electric Supply I 
Unde1 taking, Varanasi 

Electricity Distribution I 
Division, Rampur 

Electricity Commercial l 
Division, Ghaziabad 

Period of undercharge Amount 
of under
charge 

(In lakhs of Rupees) 

12th October 1974 to 21 .04 
January 1978 

December 1974 to 2 .61 
March 1978 

March 1976 to 
March 1977 

· 26th ·December 1976 to 
29th September· 1977 

J uly 1977 to April 1978 

March to September 1!)77 

December 1076 to Oct.ober 
1977 

H9 

2. 1 () 

1.88 

1 .02 

0.30 

0 . 21) 

29 .24 
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The Board/ Government stated (January / February 1979) that 
in respect of Electricity Commercial Division, Faizabad, light and fan 
consumption was being billed on the basis of average consumption 
which was 214 units as recorded by the meters of Irrigation Depart
ment during March to September 1969. In respect of Electricity 
D istribulion Division, Barabanki it was further stated (February 
1979) lhat the energy bill of the consumer had been revised taking 
Lhe average mo nlhly consumption of colony as 0.39 lakh units for Lhe 
period from D ecember 1976 to September L977 and that in this case 
fault fo r non-segregation of circuits was on the part of the officers 
of the Board aga inst whom necessary action ·was proposed to be ,taken. 

9.02. Non-levy of additional charge 

According to the tariff applicable to licensees and heavy, large 
and m ixed load (above 100 KW) consumers, if the monthly bill is 
not paid by the due elate specified therein , the consumer is liable 
to pay an addi t ional charge of seven paise per R ·. l 00 or par t there
of, per day of delay, on the unpaid amount of the bill. In test 
audit, it was noticed that the following divisions did not levy the 
additional charge for such delayed payments which aggregated Rs. 
I 1.01 lakhs, as detailed below : 

Name of division 

Electricit y Distribution 
Division, :Mau (Azamgarh) 

Electricity Commercial Divi
sion, Dhampur (Bijnor) 

E lectricity Distribution 
Division, R ampur 

E lectricity Commercial 
Di vision I , Moradabad 

E lectricity Distribution 
Division, Barabanki 

Elect ricity Commercial 
Division , Bijnor 

E lectricity Test and 
Commercial Divfaion, 
Rae Bareli 

Number 
of 

consumers 

Period 

2 October 1974 to 

I 

14 

2 

3 

3 

6 

August 1977 

September 197 4 to 
March 1978 

March 1974 to 
March 1978 

February 1975 to 
March 1978 

May 1975 to 
February 1978 

November 1975 to 
March 1978 

October 1977 to 
February 1978 

Amount 
(In lakh 

of Rupees) 

4 .52 

2.90 

0 .98 

0.76 

o.u 

0 .64 

0 .47 

II .01 
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While accepting the non-levy of surcharge for delayed p ay
ments as poin ted out by Audit, Lhe Board stated (September 1978/ 
February J 979) that the consumers had since been assessed and 
amoun ts aggregating Rs. 5.10 lakh h ad been recovered. I t was 
also stated, in respect of Electricity Distribution Division, Bara
banki, that action was proposed to be taken against the officer / 
officials responsible for delay in issue of bills. 

Government endorsed the views of the Board (March 1979). 

9.03. Non-levy of surcharge 

According to the tariffs applicable Lo small and medium power 
consumers, effective from 12th October 1974 and private tube-wells, 
effective from lst November 1974, in the event of the monthly 
bills not being paid by the due date specified .therein, the consu
mer is liable to pay a surcharge' of 12 per cent on the amount of 
the bill, excluding arrears, if any . . In case the payment is delayed 
beyond six months reckoned from the first clay of the month follow
ing ·the due elate of payment, the consumer is also liable to pay a 
surcharge of another two per cent per month or par t th ereof for the 
period so delayed. It was noticed in the course of test audit 
during 1977-78 that th e following eleven divisions of the Board did 
not levy surcharge for delayed payments, resulting in undercharge of 
revenue aggregating R s.2-96 lakhs: 

Name of division 

E lectricity Distribution Divi-
sion II, Ballia 

E lectricity Commercial Divi-
sion, Bijnor 

Electricity Distribut.ion Divi-
sion, Rampur 

Electricity Commercial Divi -
sion, Dhampur (Bijnor) 

Number 
of 

consumers 

36 

2() 

.50 

43 

Period 

November 1974 to 
February 1978 

November 1974 to 
Jannary 1978 

October 1974 to 
August 1977 

November 1974 to 
.July 1977 

• 

Amount 
under
charged 

(In lakhs 
of 

Rupees) 

0.44 

0.56 

0 .44 

0.28 
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Name of division Number Period Amount 
of undercharge<l 

consumers (In lakhs 
of Rupees) 

Electricity Commercial Divi 
sion, Bulandshahr 

130 November 1974 to 0 51 
March 1978 

Electricit y Commercial Divi- 5 October 1974 to 0 .24 
sion I, Moradabad October l 977 

Electricity Commercial Divi - 16 November 1974 t o 0 . 15 
sion II, Moradabad September 1977 

Electricity Distribution DiYi - 16 KovemlJer 1974 to 0 ll 
sion, Sult.anpur November 1976 

Rlectricity Distribution Div i- 25 October J 974 to 0.09 
sion I, Azamgarh June 1977 

E lectri city Test and Commer- 20 September 1975 to 0 .03 
dal Division, Rae Bareli May 1977 

Electricity Di<;t ribntion Di,;- ~7 March 1970 to 0 06 
sion, Mau (Azamgarh) January 1977 

2 .96 
- - -

' Vhile accepting 1 he fact of non-levy of surchaTge for delayed 
paymcnLs as pointed out by audit, the Board stated (February 1979) 
that all the field officers had again been pres eel to levy surcharge 
according to the provisions in rate schedule in fu ture and .that asse5s
ment arnounLing Lo Rs.2-69 lakhs had been made out of which Rs.0-08 
lakh had been recovered. 

The maller wa reported to Governmen t to August 1978; re
ply to awaited (February 1979). 

9.04. Levy of penalty 

l.Jnder tlt e Unar Pradesh Electrici ty (Regulation of Supply, 
Distribution, Consumption and u~e) O rder, 1977 , Government 
imposed 'po"·er cut' d uring 1977-78 for regulating the supply, dis
tribution , consumption and use of electrical energy. The order, 
inter alia, envisaged a power CU L at varying percentage in respect of 
large. heavy, medium and contin uous process industries, based on 
the a\·erag-e of the three h ighest monthly consumptions during the 
calendar year I 97G and prescr ibed weekly closures. Every excess 
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demand created by tl1e consumer over and above this limit was sub
ject Lo a penalty at the rate of Rs.50 per KVA in addition to the 
governing rate. 

In the cour5e of tes t check, it was noticed that during April 
1977 lo 1\Iarch J 978 penalt y aggregating R s. 6.1 3 lakhs ·was not levied 
in the following di' i ~ion s in respect of excess con umption by l l 
consumers : 

Name of division 

Electricity l Jistril \tion Division , Rampur 

Electricity Commer cial J1ivision I , Moradabad 

Electricity Commercia.1 Division, Budaun 

Electricity Commercial Division, Bijnor 

Number Amoun t 
of (In lakhs 

consumers of Rupees) 

2 

4 

4 

3 .18 

1. 35 

I . 10 

0.50 

6.13 

The Board sta ted (February 1979) th at out of R s.6· 13 lakhs, re
CO\ er of Rs.3·6 l lakhs had since bee'n effected from five consumers 
;rn d act ion aga inst other~ wa. being laken . 

The m:uLer wa reported to Government 10 September 1978; 
reply is ;;i.wai r·ecl (March 1979). 

9.05. Unrecovered dues 

Electrici ty charges are required to be paid by the consumer by 
!the due da te specified in the bill. If a consumer fails to make 
payment of a electrici ty clues by the due date, his supply may b e cut 
off after giving him seven days' notice. A notice of demand m ay be 
served on him after the expiry of 30 days from Lhe due date of pay
m en t specifit cl in the bill. If, however, the consumer fails to pay 
1the bill within 30 days of service of the notice of demand, the elect
ri ci ty d ues arc to be recovered as arrears of land revenue, and r eco
Yery cenifLcates therefor are sent to the Collect.or for realising the 
dues. 

In respect of the undermentioned cases, the Executive Engineers 
issued r ecovery certificates after nvo or five years of clue date of 
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payment. In these cases, the Collectors expressed their inability to 
realise the amount as either the consumers were not traceable or they 
did not own any property : 

Name Number Amount 
of (In la.khs 

consumers of Rupees) 

Electricity Distribution Division, Sitapur 6 0.31 

Electricity Distribution Division III, Gorakhpur 345 1.19 

E lectricity Distribution Division, Pilibhit 1 0.33 

Electricity Distribution Division, Shamli ll 8 1.69 

Electricity Distribution Division, Hardoi 23 0.77 

493 4 .29 

The Board stated (February 1979) Lhat the field units had 
again sent 491 recovery certificates for R s.4.23 lakhs Lo the Collector 
for effecting recovery, progress of which was awaited. 

The matter was reported to Government in July 1978; reply is 
awaited (February 1979). 

9.06. Excess load 

The physical verification squad of the Board conducted (Janu
ary to June 1976) verification of sites of the private tubewells/ pump
ing sets and found that 288 consumers of Electricity Commercial 
Division, Bijnor and 27 consumers of Electricity Distribution Divi
sion, Etah were using motors of higher load (BHP) than sanctioned 
to them. These divisions, however, continued to bill the consumer 
on the basis of their sanctioned Joad instead of at the load found on 
physical verification. This resulted in undercharge of revenue to 
the extent of Rs. 2.69 lakhs (Rs. 2.43 lakhs in case of Bijnor division 
and Rs. 0.26 iakh for Etah division). 

On being pointed out by Audit the Board stated (October 1978/ 
January 1979) that assessment amount ing to R s. 2.69 lakhs for the 
excc~s load had been made. Recovery is awaited (.January 1979). 

1 
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!L07. Defective .meter 

(a) Supply of electricity to Government Polytechnic, Azamgarh, 
as per records of the Electricity Distribution Division I , Azarngarh 
was given with effect from 24th September 1967 (information about 
sanctioned load and the agreement were not available). An agree
ment for 100 KW was entered in to with the consumer on 10th F ebru
ary 1977. The consumer, on account of defective meter, was charged 
only meter 1'en t up to March 1975 and the minimum charges from 
April 1975 to November 1977. The actual energy consumed dur
ing the period from 24th September 1967 to November l 977 was not 
determinable as the meter remained defective during that period. 
The minimum charges leviable during the period from September 
1067 Lo November 1977 aggregated R s. 1.29 Jakhs against which 
Rs. 0.19 lakh only was billed by the divi ion, resulting in short as
sessment of Rs. 1.10 lakhs. 

(b) Similarly, Secondary T echnical School, Azamgarh continu
ed to be billed during the period from April 1970 to November 
1977 by the Electrici ty Distribution Division I , Azamgarh on the 
basis of readings of defective meter, instead of the minimum charges 
as provided for in the rate schedule. The undercharge during that 
period aggregated Rs. 0.24 lakh. 

The Divisional Officer stated (April 1978) that the short assess
ment of Rs. 1.10 lakhs and Rs. 0.24 lakh in those cases had been 
billed. The Board / Government stated (October / December 1978) 
that the Principals of both these institutions had requested their 
higher authorities for release of necessary funds to liquidate these 
bills. Recovery was awaited (February 1979). 

(c) The meter installed (25 th February 1974) at the premises 
of a large power consumer receiving energy at a contracted load of 
l 22 KW was r eported (27th April 1976) by the Sub-divisional Officer 
of Electricity Distribution Division I, Moradabad to be defective and 
its performance found doubtful. On installation (28th May 1976) 
of a check meter at the premises of the consumer, it was reported 
(2nd June 1976) by the Assistant Engineer (Meters) that the regular 
meter was running slow by 77.9 per cent. Electricity Commercial 
Division I, ~loradabad did not assess the consumer for slow running 
of the meter for the period of six months (from 28th October 1975), 
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as required under section 24(6) of the Indian Electricity Act, 1910. 
On being pointed out- by Audit (November 1977) the Division raised 
(November 1977) bill for the short assessment (Rs.0.51 lakh); recovery 
was awaited (March 1979). 

The matter i;rns reported to the Board in February 1978 and to ·"' 
Government in August 1978; repl ies are awaited (March 1979). 

9.08. Non-recovery of dues 

(a) According to the rate schedule, a consumer is required to 
pay a specified amount as min imum rnnsumption guarantee in case 
the amount payable for actual cornurnptio·1 i ~ le'is than the minimum 
consumption guarantee. Two w n · ttmcr~ of Ghaziabad, who were 
billed for Rs. 0.40 lakh and R s. 0.J I lakh for the period from March 
1974 1LO February 1975 and January 1975 to December 1975 res· 
pectively fo r th e minimum consumption guarantee, filed Qanuary 
1976) suit' in a court of law against the le,·y of minimum consump
tion guarantee. 

In July and August 1976, the Court gave ex parte decisions 
against the Board as these cases were not pursued by the Board. 
Appeals filed by the Board in ·the High Court were dismissed m 
May 1977. 

The matter was reported to the Board in March 1978 and to 
Government in July 1978; replies are awaited (December 1978). 

(b) In ::i surprise raid conducted by the Assistant Executive 
Engineer (Raids) on 25th October 1975, a heavy power consumer 
firm of Allahabad Electric Supply Undertaking (AESU), having a 
contracted load of 1,000 KVA, was found using electricity for its resi
dential colony from the power load. According to the rate schedule 
applicable Lo large and heavy power consumers, if the electrical 
energy supplied to a factory is utilised for non-industrial purposes, 
such circuits should be segregated by the consumer and metered 
separately. Consumption so recorded separately is to be charged 
under the appropriate rate schedule. In case the consumer fai ls to 
record non-industrial consumption separately, the entire consump-
tion is to b<:> charged at the higher rate applicable to mixed load. 
Accordingly, AESU issued (November 191:)) a supplementary bill for 
Rs. 1.40 lakhs for Lhe period from April 1975 Lo September 1975. 
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The consumer thereupon approached (November l 9i5) the Board 
against this assessment and instructions were i~sued (November 1975) 
by the Chairman not to disconnect the supply to the consumer and 
to continue to bill him under the lower rate at heavy power tariff 
pending further instructions. 

In December 1976 (i.e. after 13 months), the Chairman, during 
bis inspection at Allahabad, re-checked the consumer's premises and 
observed that the consumer was using his own diesel generating sets 
w meet the requirement of residential colony. In January 1977, 
the consumer intimated that consumption in the colony was always 
met out of its own generation from diesel generating sets. In this 
c.onnection It ,,·as observed that the con umer was permitted in April 
1973 to use its diesel generating set for generating power and that 
too in ca e of emergency when the Board's supply failed and not for 
residential colony in the normal course. AESU again approached 
the Board in February 1977 for issue of final orders which we're 
awaited (Mnch 1979). 

It may be added that the consumer had obtained in February 
1 CJi7 add it ional load of 25 K vV for meeting the consumption of its 
coJony. The amount due from the consumer (i.e. the difference 
between the amount payble under the mixed load tariff and the 
tarilT applicable to heavy power consumers) for the period from 
April 1975 to February 1977 works out to Rs. 3.85 lakhs. 

I· The matter was reported to the Board in March 1978 and to 
Government in July 1978; replies are awaited (December 1978). 

(c) For organising an exhibition in the Kurnbh M ela held at 
Allahabad in J anuary-February 1977, a temporary connection of 200 
KW was sanctioned to a consumer in December 1976 by the Allah
abad E lectric Supply Undertaking. The energy was released to the 
con~umer in D.ecember 1976 without obtaining any security (Rs.0.40 
lakh) and connection charges (Rs. 0.34 lakh) as provided in the sche
dule of tariff applicable to temporary supply of power. In March 
1977, the consumer wound up the exhibition without paying energy 
antl connection charges amounting to Rs. 0.51 lakh. The amount 
has not been recovered (Decer:iber 1978). 

· The matter was reported to the Board in March 1978 and to 
Government in July 1978; replies are awaited (December 1978). 
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(d) In paragraph 10(4) (a) (ii) of the Report of the Comptroller 
and Autlitor General for the year 1973-74 (Commercial) it was stated 
that in July 1974 the Board issued orders to sell the turbo-generat
ing sets and boilers at Chandausi power house (value: Rs. 105.06 
lakhs) to a firm of Lucknow which was allowed to run the sets at the 
existing site. The firm started generation from 26th Augu t 1974. 
l n eptembcr 1974, the Board allowed the firm to consume electri 
city free of charge in its arc furnaces and re-rolling mills at Lucknow 
Lo the extent of u11i ts generated minus the consumption in power 
station auxiliaries and line losses and fed to grid at Chandausi. 

T he Executive Engineer, Electricity Maintenance Division, 
Budaun informed (September J 974) the Superintending Engineer, 
Lucknow Electric Supply Undertaking (LESU) that the firm had not 
paid the full amout of the plant and requested the latter not to sup
ply further electricity Lo the firm, on account of generation in Chan
dausi power station, unless the full amount was deposited by the firm . 
The firm was requested (October 1974) by the Residen t Engineer, 
LESU to deposit th e entire amount, uut the firm not only did not 
pay but also stopped generation in its power house from 17th Decem
ber 1974. 

T he fir~1. however, continued to get power supply from LESU 
without making any payment from July 1974 to April 1975, when 
the supply was disconnected. In August 1975, the power supply 
was restored without obtaining outstanding energy charges (Rs. 12.86 
lakhs). As agreed to by the Board, an arbitrator was appointed 
(September 1975) to adjudicate disputes of making payments of cost 
of plant and energy charges, etc. This arbitration did not make any 
headway since then. In February 1978, the State Government decid
ed that Chandausi power station was to be restored back to the 
Board by the firm. Agreement to ithis effect was signed in February 
1978 between hoth the parties. 

Consequent upon these developments, the Superintending En
gineer, LESU revised (April 1978) the ·outstanding monthly assess
ment bills of the firm to Rs. 3.31 lakhs, after adjusting the power 
generated by the firm at Chandausi, with 29th April 1978 as due 
date of payment. The payment is still awaited (March 1979). 
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The matter was reported to the Board in February 1978 and 
to Government in July 1978; replies are awaited (December 1978). 

9.09. Non-accountal of cash 

Mussoorie-Dehra Electric Supply Undertaking, Dehradun was 
taken over by the Board in January 1976. The undertaking did not 
maintain proper account of receipt books till March 1977. The Exe· 
cutive Engineer of the undertaking detected (April 1977) that in res
pect of four receipt books issued (December 1976 to J anuary 1977) 
to a cashier, dmoun ts aggregating Rs.0.17 lakh realised by him from 
the consumers aga inst receipts issued from these books were not depo
sited in the undertak ing's cash chest. It was also detected by the 
Executive Engineer from October 1976 to March 1977 that Rs.0.63 
lakh reafisecl by three cashiers from consumers between January 1976 
and May 1976 and acknowledged by issue of receipts on counterfoil 
of the' bill (as per the prevalent system of the ex-licensee, which con
tinued up to May 1976) to the consumers v.ras also not taken in the 
Board's account. 

It was stated by the Board (December 1978) that as a result of 
special audit conducted by the Board dui;ing October 1977 to March 
1978, suspected embezzlement of Rs. l.08 lakhs by five cashiers was 
detected, out of which Rs. 0-58 lakh related to the pre-takeover 
period. Rupees 0· 14 lakh were deposited by the three cashiers. 
First information reports about the suspected misappropnat10n 
against the persons concerned were lodged (October 1976-2; April 
J 977-1 ; December J 977-1 and January 1978- 1 ), and they ·were 
placed under suspension (A ugust 1976-2; April 1977-2 and Janu
ary 1978-l ). Departmental proceedings against these officials ·were 
in an advanced stage Qanuary 1979) . 
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.r-v c$ort Lo at"t:ltlgc ft-rt'1-,aper from Ihr,: inill"s aL its orvn leyel or

rtrougl-r thr supcriutenclent, Printing anil stat,ioncrr'.

'I-he Borilel srated (Scptcnrber 1{)77) that clocur}icnts pert.aining

rr rirc olelcis piaccrl orr tlic;rhovr) firrn lrarl l-lcett hancled ovcr (2rrci

\squsl l9?7) to llrc \/ig-ilartce Ilcpartmettt {9r irrvestigation.
'lJre rnat.tcl'lvas rcpoltc(l to []orrcr'nniettt itr Jull: l0J$'rcply is

riv;rrte:rl (Deccrnber 1978).

10.{12. Salc ttt' tcncrtl,irt.g sr:lt

T'lrc Strpcritttentlettilts lilrsi!:r:r:t, Eltrctr ir:iti' Strllcs Inspectiotr
[]ircJc, Luckrrou, iiivited in Nlarclr l!]73 ten<lcrs for salc of 'retit'ecl'

diesel generating sets lyiirg in variotts tlivisions of thc Boartl. The
sale of t\,vo sets of 300 K\\/ capacitl, lvas finalised irr Aplil 197ii lvith
ihe IJttar Pradesh State flextile Corpolal.ion L,iu:iterl (a State Gov-
crnrnent Urrdertaking). The Companl, took clelivr:iy of the tr'rro

lr,-enerating sets (r'alue: Rs.6.42 lakhs) in July 197i] from the Exe'
cntive Engineer', Electricity lt{airrtenancc: IJir,ision, N'Ieemt but dicl not
rnake any pavment. After the sick textilc mills of the cornpany were
iaken over irr Aplii 1974 b1,tire Naliorral Textile Corporation Limit-
cd (a Covernment oI India Lfrrtlcrtakilrr). tlie l,]ivision requestecl
ilfav i976) Lhe Jaltcr coril|liilrl,to pay rhc valrre o[ the sets. The
National 'I'extilc Corpor-atiorr l,inritcrl inftrrmcd (N,{ay 1976) the
Iloard that tinder thc plovisions of thr: Sick 'rexrile Undertakings
(Nati.nalisatirxr) Act, 1974 the cornirlny 1\,as not liable to make pay-
rnent for lileie sets:rtrrl th:rt tlie il;rim shorrld have been filcd tvithin
il-re prescribe<1 pet'iocl lith tlie Cirims Commissioner..

The matLe. 1\ras repolierl to the Boarcl in h{arch lg78 and tcr

iiol'et'trmcr.,t in Juh' 1l,t78; rcplies :rrr: ar-t.aiter1 (iiecelrber lg78).

10.0:1. Non-yet:ottcry ot' iltslttlrn cnts

Irr -[r:ly 1972. Lhc Bo;url introciur:ecl a schcme for supplyirrg elec-
tricity for" i-,r-ivare tube'l^,,e1ls ancl purnpirig se ts on priority basis,
subject to recovel-y of Rs. 700 (rvhere expenditlrre to tre incurrecl by
ti-re Roard \ras up to Rs. 4,000) and Rs. i,050 (lvher.e expenclirnre to
ire iricurrcd by the Board \,\,as aborre Rs. 11,000 ancl not exceeding
iis. 6,000) as 1;riorit1, charges (non-refundable) in ten annual instal-
Inents, recoverable each year in April. The first instalmellt was
recovt:rable before energising the pumping sers The Electricity Dis-
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Lribution Divisions, Etah and Chandau~ i did noL, however, recover 
the second and subsequent instalments falling due between April 
1973 and April 1977 from l , l 03 and J 36 consumers respectively who 
were g iven connections during 1972-7;3 . J 973-74 and 1974-75 under 
the priority scheme. The unreco,·ered instalmen ts from the con
sumers up to April 1978 aggregated R s. 5·69 lakhs (Etah- Rs. 5·29 
lakhs and Chandausi- Rs. 0·40 lakh). 

The Board stated (February 1979) that in respect of Etah Divi
~ion R s. 1. 79 iakhs had since been rea lised. In respect of Chandausi 
D ivision i t was r eported that assessment amounting to Rs. 0.37 lakh 
had been made on 124 comumers, o ut of " ·hich Rs. 0.06 lakh had 
been r ecovered and the whereabouts of remaining 12 consumers were 
being traced . 

The matter "\\·as repor ted Lo Government in J uly 1978; reply is 
awaited (Februar y 1979). 

l 0.04. Non-recover)' of construction cost 

In May 1975, the Board ordered the Lucknow Electric Supply 
Undertaking (LESU), a unit of the Board, to take up the work of 
shifting the distribution lines along the roads, which were being 
widened in connection with b eau tification programme of Lucknow 
city. D eposit of the estimated cost was not obtained from the Nagar 
Ivlahapal ika, Lucknow. During 1976-77 and J 977-78, an expendi
ture of R s. G· 14 lakhs was incurred by LESU. In November 1977, 
the Superintending Engineer, LESU requested the Nagar Maha
palika, Lucknow to deposit R s. 6· 14 l akbs to enable them to take u p 
further work irl hand. 

T he Board / Government stated (December l 978/January 1979) 
that the work of shifting of d istr ibution line was imposed on the 
Board and that it had reluctantly agreed to b ear the cost of dismant
ling of existing poles and lines only. The cost of new lines, laying 
underground cables and erection of poles was to be borne by the 
N agar Mahapalika . However. the entire amoun t of Rs. 6· 14 lakhs 
was debited to the Board's account and for furth er 1rnrk on the above 
project an esti mate for Rs. I ·56 lakhs was sent to N agar Mahapal ika 

in July 1978. The r easoos for which the expendi ture of R s. 6.14 
lakhs wac; horne hv the Roarrl were not on rcrnril . 

"""" 

I , 
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I 0.05. Tnfruct 11 011s expenditure 

An agreement for lay ing the foundation and selling the stub9 
of ix towers required for re-alignment of 132 KV M au-Gorakhpur 
line was executed (M arch 1977) by Electricity Transmission Divi
sion II, Gorakhpur with a fi rm of Varana i. Under the agreement 
the 1 firm was responsible for setting o f stubs in accordance with th e 
specificatio11 and drawing upplied by the divi sion. Full payment of 
Rs.0·9 1 lakh (after deducting the' price of cement supplied departmen
tall y) was made to the firm in three instalments in March. June and 
Derem ber 1 Y77. 

At the time of erection of towers in J anuary 1978, it was found 
that in case ol one of the locations there wa a difference of 10" in 
(he diagonals of stu b setting work and on this account the stub setting 
"'rnrk was unfit for erection of towers. The cost of recasting this 
location through another contractor amounted to Rs.0·33 lakh 
against which the division had adjusted the contractor·s security 
deposit of Rs. 0· 16 lakh 

The Board stated (January 1970) that sister divisions/ circles h ad 
been requested~ rf'cover Rs. 0· 17 lakh. It was further stated by the 
Board that the contractor had fil ed a civil suit demanding the refund 
of his security deposi t . 

Governmen t endorsed the views of the Board (March 1979). 

I 0.06. Acrrm nts recf'i11able, shortages, etc. 

(a) ShorLage in sto res, when d etected, unauthori ed / excess 
issues of slo1 cs, inadm issible expenditure, etc. are accounted for under 
"Accounts Receivable" aga inst th e officials fJ'ri.111a facie held respon
sible, thereby clearing the stock or inadmiss ible expenditure accounts. 
Further follo"w up action to investigate' and fi x re ponsibility and/ 
or to effect recovery is to be taken under orders of competent autho
r ity. 1t ·was, however. een in the course of test audi t that the amounts 
debited under this head of account have n ot been cleared even after 
expiry of- long periods. In many cases, after booking th e a.moun t 
against the official con cerned no further action has been taken to fix 
responsibility ancl recon"r /write off the amount<;. Some examples 
are as u11der: 



Name of unit 

Electri ciLy Distribution Divi
sion, Budaun 

E lectricity Distribution Divi
sion I, Azamgarh 

Electricity Distribution Divi
sion, Sultanpur 

Elcctriuity Distribution Divi 
sion I, Morada.bad 

.Li:lectricity Distribution Divi
sion , Bara banki 

Electricity Distribution Divi
sion, Gonda 

Electri city Distribution Divi
sion, l\lau (Azamgarh) 

Electricity Transmission Divi
sion, l?aizabad 

Rural E lectrification Di vision, 
Gonda (merged in Electri
city Distribution Division , 
Gonda) 
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Number 
of 

officia ls 

7 

23 

23 

18 

7 

19 

10 

3 

2·1 

Month/year of ToLal 
accounting amo unt 

(In lakhs 
of B npees) 

March 1068 to June 3 .87 
1!)78 

March 1960 to l\Iarch I .80 
1!)76 

1966-67 to 1975-76 1.77 

March 1958 to Au- 0 .97 
gust 1!)76 

April 1967toAugust 0.84 
1976 

1958-59 to 1975-76 0 ,78 

June 1974 to Sep- 0 .71 
tember 1976 

August 1972 to De- 0 .37 
cember 1976 

1973-74 and 1974-75 0 .25 

Two officials of the Electricily Di~tribution Division, Budaun, 
against whom R s.0-18 lakh and R s.0-59 lakh were' shown as out
standing, had retired from service in October 1970 and December 
1976 respectiY<"l y. In case of the shonage of R s. 0-18 lakh , gratuity 

amoun ting lo R s. J .. ) 1-1 parable to the employee has been ·withheld 
by the Management. 

(b) An J\~s i ~Lant Storekeeper of the Electricity Distribution 
Division I, Morada.bad, placed under ~ u!ipension in April 1975 on 

I 

the bas is of a report of lhe Pulice. did nor hand over charge of stores I 
though J1e wa'i specifically asked (May J 97:'5) by the Divisional Officer 
to do so. In J uly 1975, wh en the stores 1va · opened by breaking 
its lock. ~ho rtages of stores and tool s and plants valuing R s. J .53 lakh s 
,,·ere noLiced. On rece ipL of 1hc fin a l report from the Police, Lh e 
official was reinstated in May 1976. Neither lhe amount of short-
ages has been booked LO "Accoun ts Receivab le" as req uired under 
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the rules of the Board, nor ·was any recovery effected (January 1979). 
It was slated (J u uc 1978) by the Divisional Officer that chargesheet 
for the shortage hacl been served (January 1977) on the official. Fur
l her devclopmen ts are awaited (December 1978). 

(c) An Assistant SLOrekeeper of Distribution Division I, Morad
abad ·was placed under suspension in November 1970 on account of 
shortage of stores (Rs. 1·56 lakhs) and 'man ipulations' in records 
(Rs. 0·09 lakh ). After final investigation in May 1978, the official 
was held responsib le for shortage of stores val ued at Rs.0·64 lakh and 
excess iss ue of stores of R s.0.09 lakh . T otal shortages, thus, worked 
uut to Rs. O· 7 :3 lakb. Reco\'ery for the shortages at the rate of 
R~.15'1· per mon th had started from his pay for July 1978. 

(d.) In Electricity Distri bution Division II, i\forada'bad shortage 
in stores were accounted for against a Storekeeper under "Accounts 
Receivable' ' during December 1959 to March 1975. T he shortages 
aggregated Rs. 0·73 lakh at the end 0£ September 1975. The Store
keeper was placed under suspension on 13th March 1975 and charge
sheetecl (July 197!)) for hort.ages. bad maintenance of store records, 
etc. The inqui ry officer ·who was to in'luire into the ch;irges against 
the Storekeeper in his repon of 19th J 1ovember 1976 held the Store
keeper guilty of 'negligence and dereliction oE duties' and estab lished 
'misappropriation· of stores amoun ting Lo Hs.0.30 lakh. T he St0re
keeper retired from sen· ice on 3 l st August ] ~J78. An amount of 
Rs. 0·28 lakh ' '°a. 011t st~ncling against him (Jan uary 1979). 

T he matter in respect of cases u nder (a). (b), (c) and (d) above 
was reported tO the Board in ~fay to A ugust 1978 ancl to Governmen t 
in September 1978; r eplies arc ::n\'aitecl (December 1978). 

10.07. Avoidable jJay-ment of interest 

In terms of Uttar P radesh Electri city (D uty) Rules, 1952, as 
amended, elec1r icity d11t y jg reql1i recl to be pa id into treasury by the 
Board within two months ·of completion of the month in wh ich 
m et.er reading is taken by the su pplier. If the amount· of electriciity 
du ty is not paid within the prescriberl period, in terest at 18 pr>r rent 
per annum is leviahle on the unpaid electricit y duty. 

Severa.I uni ts of the Board either failed to deposit the amount 
of duty or there was delay in d eposit and submission of ch allans to 
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the Chid Electrical lnspector. T he paniculars of duty outstanding, 
int erest thereon and oth er penalty paid / payable were as under: 

Particulars Period Total 
Up to 31st April 1976 

March 197 6 to March 
1977 

(In Jakhs of Rupees) 

Electricity c1'uty 

As per the Board's assessment 797.11 522.68 1,319.79 

Additional demand raised by Chlef E lec- 45.98 45.98 
trical Inspector 

Total duty 843.09 522.68 1,365.77 

Interest at 18 per cent per annum on out- 212.57 43.44 256.0 l 
standing duty 

Penalties for late s ubmission of challans 0.68 0.68 

Total duos 1056.34 566. l 2 1,622.46 

Less-Paid 900.00 468.00 1,368.00 

.Baln.nce outstauiliug 156.34 98.12 254.46 

In March 1077. a sum of Rs. 184·48 lakh (Rs. 156·3-! lakhs plus 
subsequent interes t up to the date of payment Rs.28· 14 lakhs) out
standing up to 3 1st March 1976 ·was adjusted by Government against 
loans sanction ed w the Board. 

The interest and penalty paid (Rs. 241 ·39 lakhs) and still p ay
able (Rs. 43.14 lakhs) could have been avoided by timely remittance 
of electri ci ty duty. 

T he matter was reported co Government/ Board in July 1978; 
replies ::ire ;i wai ted (December 1978). 

I 0.08. Employa,1,' Provident Fun cl Schenie 

Under the provisions of the Employees' Provident Fund Act, 
195 '.!. th r e•np loyecs' contribu tions toward provident fund and 
family pension fund , together with the employer's contribution and 
;1clmini~trat i \ ·r charges, are required to be deposired with the Regio
na l Prov iden t Fund Commiss ioner by 15th of the month following 
the momh to which the contributions relate, fai ling which damages 
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are leviable. ~1 he following divisions of the Board did not, however, 
deposit the contributions (including administrative charges) within 
the prescribed period and the Regional Provident Fund Commis
sioner, Uuar Pradesh, Kanpur levied 'damages' of Rs. 3-61 lakhs, as 
shown below : 

N ame 

Electricity Distribution Divi
sion I, Moradabad 

Electricity Distribution Divi
sion II, Moradabad 

Electricity Distribution Divi
sion, Gonda 

Electricity Distribution Divi
sion, Bahraich 

Period of contributions Amount of 
damages 
levied 

(In lakhs of Rupees) 

March 1967 to December 1969 

March t o September 1968 and 
March to December 1969 

March 1965 to January 1974 

SepLember 1961 t o February 1969 

Totn.1 

0.92 

0 .83 

1 .47 

0 .39 

3.61 

The amounts of penalties have not yet been paid and the cases 
for waiving the penalty are under correspondence ·with the Regional 
Provident Fund Commissioner, Uttar Pradesh, Kanpur (February 
1979). 

T he Board stated (March 1979) Lhat delay in deposit of contri
butions was due to delay in issue of orders regarding scope of applica-

• bility of the scheme and condit ions for eligibility of the different 
categories of sraff. h ·was further stated that one of the important 
factors for delay in remitLances of amounts was that the division had 
to keep pace with rhe availability of funds and that State Govern
ment had been moved to exempt the Board's establishment from 
the levy oE damages. 

The matter ·was r eported to Government in August 1978; reply 
is awaited (February 1979). 



SECTION XI 

UTTAR PRADESH STATE ROAD TRANSPRORT 

CORPORATION 

Stores control an cl jJurchases 

l 1.0 l. In troduclion 

The Corporation was formed on 1st June 1972. Mention was 
made about the working· of the Corporation in Section VI of the 
Report of the Comptroller and AucliLor General of India for the year 
1974-75 (Commercial). 

On its form a Li on, the Corpora tion took over from the erstwhile 
Uuar Pradesh Government Roadways, stores val ui ng Rs. 270-38 
lakhs at the various regional Stores and R s.224.99 lakhs at .the two 
Central Stores localed at Kanpur. One Central Stores is located at 
the Central ·workshop, Rawatpur, under Lbe charge of Deputy Gene
ral .l\Ianager, Central Workshop and the other at Allen ForesL pre
mises under the charge of Deputy General Manager, Material Manage
mcn t. The form er store main ly caLers to the requ irements for use 
oE the CenLral \Vorkshop and the latter i for ca tering Lo the 
needs of 1 he various reg ions. AL each region there is a regional 
sLOre under the charge of a Service Manager. There are also depot 
stores for meeting da y- to-d;-iy requiremen t a l depots and way-side 
!'ta t ions. 

The Lota I i11 ventory o f the Corporal ion a l the encl of each of the 
fou r years up Lo I !)77-78 was as under : ... 

Year 

1974-75* 

1975-76* 

1976-77* 

1977-78* 

Regiono.l Central 
stores storns 

(fo lakhs of Rupees) 

894 .50 189 .30 
1,0()1 .35 184.28 

524.04 160.05 

329.97 228 .93 

*Figures are provisionn.l snbject to finalisation of accounts. 
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Total 

1,083 .80 

1,245 .63 

684.09 

558 .90 
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11.02. Cons11llancy service and inventory control scheme 

In May 1975, a firm of Bombay was appointed by the Corpora
tion as con.sulLants for material management and inventory control, 

for a period of one year, on a retainer fee of R s. 1,500 per month 
jJlus ACC / air travel expenses for the jo urn eys performed in connec
tion with t he job of the Corporation, and d a il y allowance at th e 
r:ite of Rs. I SO per day. The consultants were to survey and provide 
the system of effecti\·e inventory control, tr:i in ing of staff and to olve 
a llied problems of 1he stores department. Due to non-completion 
of the work "· ithin the stipulated period, the term was extended 
up Lo September l9 77. A sum of R s. 0.5~ lakh was paid to them 
as retainer fee and travell ing expeuses for the p eriod from May 1976 
to September 1977. The consultants also imp:irtecl training to 
selected staff ol diffe rent reg ions and central stores at Lu cknow. 

In a reply to the audit query abo u t the quauLLtm of work / job 
completed by the comullan ts, the J\f anagemen t stated (May 1978) 
that o ut of 4.,500 i tems of stores, only 2, J 49 i terns have been cover ed 
nnder Inventory Con trol. The Chief Accounts Officer of 1he Cor
por ation abo held (March 1977) that the progre~s of 1he consultant's 
work was not sa t isfacLO ry as only a few it em~ had b een bi ought under 
inventory control up to thaL da le. 

(a) vVi th a view to meeting the day-to-day requiremen t of spare 
p art and accc~ ·ori e~ for \ ehicl es without iinerniption and w ith min i
mum investment on inventol') , an in vento ry con trol scheme was in
troduced in September 197:). The sa li ent features o f the ~c1 1e111e 

we re as under: 

(i) Introduction of stock control ca rd s indica ti ng s1ock 
position, ou ts tanding pmchase orders issued and monthly 
consumption forecast. 

(i i) \\'a tching the lead t ime taken 111 repleni!ihme 11 t of 
s tore~. 

(i ii) Prepara1 ion of stock revi e \\· statemen ts and watch ing 
:;rock. levels on the basis of month ly consumption foreca t. 

(iv) Proper categorisation o [ it ems o f stores, issue of re
a llocation orders on surplus regions, proper and up to date 
m::i in1cnance of bin card , wa1ch i11g t he progress of actio n re
ports and fix at ion of issue rates. 
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(v) Fixalio,n of minimum, maximum and re-ordering levels 
of different store items. 

(b) The consultants framed guidelines for purchase of store 
i tems from manufacturers and firms on rate contract with .the Asso
ciation of State R oad T ransport Undertakings. T hey issued instruc
tions for maintenance of stores accounts and records, in addition to 
imparting of training to officers and. staff. They also recommended 
appl ication of Inventory Control Scheme to depots oE differen t re
gions. 

( c) Deficiencies noticed during Lest audit (March 1978) in re
gard to implementation of the Inven tory Control Scheme were as 
under: 

(i) Records indicating the time taken by suppliers for com
pleting supply of different i tems was not maintained. 
Minimum, maximum and re-ordering levels were, thus, not 
related to the actual lead time for the different i tems but 
fixed on ad hoc b;:isis. 

(ii) Recommendations made by the consultants in October 
J 975 for application of the scheme to depots of different re
gions ''as not implemented (March 1979). 

(iii) Non-availability certificates were issued by the store
keepers -without linking the receipt of material already arriv
ed but not posted in 'bin cards, e.g. (a) non-availability cer
tificate was issued on 4th March l 978, for 100 double gears 
(value: Rs. 0.36 lakh) although 50 unit ·were available in I 
stock of Central ·workshop Stores; (b) non-availability certifi-
cate was issued on 24th Jnuary 1978 for full quantity of 100 
main !)hafts (value: Rs. 0.19 lakh) indented, although there 
was ::i balance of 17 shafts on that date; (c) non-availability 
certificate for 500 sets of clutch facing with r ivets (value: 
Rs.0. 12 lakh) was issued on 31st March 1978 although 100 
sets hac.l already been received on 13th March 1978 and posted 
in the bin card on 31st March 1978. 

(iv) F i r~t-in-first-out system for i ·sue of material ·was not 
adopted uniformly for all items and posti ngs in bin cards ·were 
not completed simultaneously. 
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(v) A L Lhe Cen tral Work~hop an<l Central SLores, Kanpur, 
issue rates were fixed on ad hoc basis, without complying with 
the provisions oE the Financial H and Book Volume-VI of 
the State Government, adopted by the Corporation. These 
rates were not revised half-yearly with reference to markeL 
rates, as provided in the Financial H and Book. 

(' ·i) At Central Stores, Kanpur, · stores were purchased in 
excess ot the maximum leve l. 

(vii) In respect of the iLcms of stores which reach re-order
ing level during Lhe week, action reports are required to be 
sent by stock co11lrol sect ion ·weekly ro purchase section to 
initia [c; acLion for fre~h pmchases. 

OuL o( J I 0 action repons, inrnlving 3,281 items, sent to 
Lhe purchase section at Lucknow during September 1975 to 
September 1977 by the Inventory Control Cell at Kanpur, 
action for purchase was taken on 1,448 items. 

(viii ) Deta iled forecast of periodical requirement of steel 
·was noL prepared by purchase section during 1976-77 and 
1977-78. 

l l .03. Pnrc!tase fJroceclure 

(a) Memion was made in paragraph 72 of the Report of Com
troller and A ud itor General of India for Lhe year 197-1-75 (Commer
cial) about purchase procedure oE the Corporation . 

A test. check of the purchases made during the last four years 
revealed th e folJo,,·ing shortcomings: 

(i) The Purchase R ules of the Corporation provided for 
making purchases againsL rate contracts of the Director Gene
ral of Supplies an_d Disposals (D GS & D). But purchas~s were 
not made against rate contracts. Government orders declar
ing the Corporation as Direct D.emand Officer against 
(DGS & D) rate contracts could not be obtained as the Corpora
tion did not agree to pav a revolving lump sum advance of 
Rs. I 0 lakhs to tbe (DGS R: D). 

(ii) List of approved man ufacrnrers and dealers of repute, 
small scale manufacturers and their authorised distributors 
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for differe nL stores " 'as not main tain ed properly and orders 
for insertion / deletion of new/ old names were not obtained. 

(iii) Purcha e order register did not contain full details of 
actual supply received aga inst the order, action taken for 
incomplete and defect ive suppli es, etc. 

(h) Purchase on the basis of single tender 

(i) Aga inst tenders in vited for the suppl y of four blacksmith 

I 

h earths required by Alle11 Forest ·workshop (open ed on 3 1st Decem- I 
b er 197:"1 ). a single Lender of Rs.3.000 each (for Bardson make) of a 
loca l firm of Kanpur wa rcce i,·cd. Before :rn y deci!->ion could be 
Lake~1 , the requiremen t of b lacksmith hearths of all the r egions was 
assessed by a technical commi LLee which r ecom mended (March 197G) 
for purchase of 30 blacksmith hearths. 

Without in\'iti11g fresh tenders or making reference to the manu
facturer of Barcl son I [ear th. the matter was n egotiated wi th the Kan
pur firm which offered (Apri l 197()) a quantity discount of two per 
cen t. Accordingly, order for the supply of 36 hearths (value: R s. 1-06 
lakhs) was pbcecl o n this fi rm on 28th :\fay 1976. Subsequently, an
other order for three hearths (va lue : Rs.0-09 lakh) was placed on 
20th June I !176 at the same rate on th e same firm . 

R easons for 11 011 -i1wirn tio n oE fresh Lcncler · were noL on record. 

(ii ) \ViL hout inviting :m y quot aL io11 / tcnclcr, twel ve piecemeal 
orders of the \'a luc oE R s.2-7.5 l::tkhs \\'ere p laced on a firm of Kanpur 
between July I 97G and July 1977 for the supply of pisron assembly 
and rings. While pbcing the orders, the firm which was only a 
marketing agent, was i nd ica ted as a m :rn ufacrurcr in the r ecords of 
th e Corporation. \\' hile in use in th e Central ·workshop. it was 
found t hat the finisl1ing of piston and g udg ion pin hole, and the o il 
grain holes were ro ug h. Ridges were also noii ccd in the ho les. F ifty 
j;er cent of the material received at Central 'Workshop was fitted 
in 70 engines recondi lioned at Central \ \Torksliop and th e rest was 
suppli ed to Lhe reg ions. Performan ce reports received from regions > 

in r espect of If> engines r econdi t ioned with above m aterial were not 
satisfactor y. Three e ngines fail ed before gi,·ing serYice for less th an 
l 2,000 kms. :rn d I '.! cng-rn es could be used for 12,000 kms. to 82,000 
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kms., against normal average life oE 80,000 Lo V0,000 kms. Perform
ance repons for rest 55 eugines and Lhe maLerial issued Lo regions 
were not obtained. R easons for trea ting the supplier as manufacLUr
er in tead of markcLing agenL were noL intimated and the fi les were 
reported to be \ri th Vig ilance Depanmen l. 

(c) Paym e11/ for .material 11ot received 

An order for supply of Loughcued gb ss was placed (OcLOber 
J 97'!) on a firm of Bhopal. Th e documen ts were· retired (Novem
ber 197t1) on paymen t of Rs.0·35 lakh Lo the bank aud goods receipt 
dated 24th OcLobcr 19 74 was obtained buL loca l premises of the trans
porter were' noL traceable at Kanpur. Neither the ma terial was r e
ceived by Lh e Corporati_on n or the money cou ld be got refunded . 
First informaLion report was lodged wiLh Lh e Pol ice on 20th Febru
ary 1976. The case' is r eported to be under investigaLion by Lhe State 
Vigilance D epanmen t (March 1979). 

(rl) Ex tra expr,1uliture 

O n 27th farch 1974, tender for suppl y of 0·80 lakh metr es of 
khaki cellular cloLh at R s.3 ·15 per metre was fin alised by th e Director 
of I ndustries, 011 behalf of the Corporation, in farnur of a local firm. 
The valid i ty p eriod for placing orders was up Lo 27 Lh April 1974. 
The intimation thereof was received by the Corporation from the 
Director of Industries on 2nd April J 974. The supply order was 
p laced by the Corporation on 22nd i\f ay 197-:1- but Lhe firm refu ed to 
supply th e material at the original rates as th e validity perio<l had 
already expired . 

In August 197-1, Lhe CorporaLion i sued another supply order for 
one lakh metres of cloth of the same specificat ion at R s. 4-26 per 
me'tre on the basis of anoLher tender finalised by the Director of 
Industries on 17th August 1974, which r esulted in an extra expendi
t ure of Rs. 0·89 lakh (on the purchase oE 0·80 lakh metres) . 

(e) E xlrn payments 

(i) An order for suppl y of 4 00 tonnes of m il<l sted angle and 
75 tonnes of mild steel Aats, at a uniform rate of R s. 1,848 per tonne 
'f.o .r. destination' was p laced in O ctober 1976 on a local firm of 
Kanpur. 

Cartage charges at the rate of Rs.22 per tonne for 47?5 tonnes 
were pa id (R s. 10,4.50) to the firm for transportation of the material 
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from the firm's premi e.; at Kanpur to the Central \ ·\'orkshnp, Kanpur 
(a1bout six kms), although it was noL provided in Lhe purchase order. 

T he Managcme11L stated (!\l arch l 978) that 'f.o.r. destination' 
mentioned in the suply order meam delivery aL supplier 's godown 
and nc it purchaser's premises. This ,·iew is not in consonance witli 
the accepted commercial practice. 

(ii) A sum of Rs. ·I I .87 bkh~ \\'a~ paid by the Corporation to a 
firm of L ucknow on 13th August I 97L1 towards 98 f1er cent of the 
an ticipated price of 50 T \ m ch assis for supp ly against an order 
placed in J une I 97LJ. 

Although 30 chass i \.\'ere uppl iecl before 2nd October 1974, 
from which date there 1\·as price increase fro'm R. .85,455 to R s.95,660 
per chassis, the firm accepted payment ::it th e old rate for 19 ch assis, 
and the remaining 11 chassis were paid for by the Corpora tion at in
creased rates, resul ting in an extra payment of Rs. 1-1 2 lakhs. In May 
1978, the supplier slated tha t these chass i " ·ere del ivered after 2nd 
October 1974, although in the ir earli er communication of Septemb{'r 
1974 it ·was mentioned by them by mistake th at 30 chassis had already 
been suppl ied before that elate. The m a llcr " ·as reported (September 
1978) to the Criminal ln\·estigation Department for enqu iry after 
the matter wa rai !<cd by Aucli 1 111 May 1978. 

i 1.04. Storrs acro1111ting 

(a) No store :iccoun ting man ual has been compiled by the Cor
poration. The ~lioncomings in tore accounling not iced 111 audit. 
were ::is 11 n ii Pr : 

(i) AdequaLe arrangements do 110L ex i~t for proper and 
timely di spo;al of obsolc1e and u11 er\'i ceable st ores, with the 
result that 0bsolc1 e stores Yalu in~ Rs. 2R.6-l lakh and unser
vice'able stores va uling Rs. 20-92 lakhs were awaiting disposal 
in J anuary 1078. 

The ManagcmcnL slated Qanuarr 1979) that the value of 
obsolete sp a:-c p·1n s and stores lying in seven regions, viz. 
Kumaon , Agra . Allahabad. Aligarh , Dehradun , T anakpur and 
Varanasi and th e Central v\Torkshop. Kanpu r and await.ing 
d isposal 1rns R s. I l-84- lakhs (December l 978). Figures for 
the other re •io11 .. :incl \lien f.me-;1 \\'ork'ihop. K:111 pur were 
not available. 

I 
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(ii) Costly parts were issued withouL re turn of old par to . 
From 26th Sep tember 1977 to 26th February 1978, 301 crank
sh afts (value : R s.3,600 each) ·were issu ed in R oadways Cent
ral Workshop against 259 old and rejected cran kshafts r ecei
ved back. 

(iii) Details of old material retrieved from veh icles received 
for repairs were' no t recorded on the job cards. 

(iv) Records did not indicate that reconciliation of stores 
ledgers of Stores Section and Accounts Section in the regions 
was don e p eriodically and regularly. 

Similarly, in the Central Stores and Cen tral Workshop, 
such reconciliation of store ledgers of Accounts Secl ion was 
not don e with bin cards of Stores Section . 

(v) Job cards were no t closed for four to six month s after 
completion of jobs in many cases. for making subsequent ad
justment of material not available in stores and taken out of 
other unserviceable engines /assemblies. 624 job cards were 
lying unclosed for more than on e year (including o3 job cards 
for more than .'5 years) . 

(h) I rref;1J. lar issne C? f rnaterial 

Defective engines are' repaired centrally at the Roadways Cen 
tral Workshop, Kanpur. Separate work orders are ope'n ed for each 
engine received for repairs, and particulars of spare parts and stores 
required as per indent, and not th e· actual consumption, are being 
recorded thereon. 

A test check of 54 work orders for the period from April 1976 
to December 1976 showed that stores and spares of the value of 
Rs. 4-94 lakhs were shown to have been issued against these work 
orders after the elate of transfer oE the repaired engin es from th e 

~ workshop. 
~;t 

The workshop Management stated (May 1978) that due to non
;,ivailability of parts r equired for repair of these engine's in the stores 
at that time. such parts were taken out from the idle engines lying 
for repairs and, wh en such parts iVe're available, these were utili sed 
in the e ng i ne~ from wh ich these p;irh wer e lake11 out: earlier. T his 
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irregular practice can lead to misappropn atton of sLores in the 
absence of records for parts acLUally La ken out and replaced in oLher 
idle engines. 

(c) 011tJlrwding advances 

A sum of Rs.546·58 lakhs representing advances paid to sup
pliers was pending acljuslmenL/ recovery for more than fi ve years as 
on .'ilst Dec.ember l !J77 . Year-wise break-u p of Lhese outstandings 
was not available. 

(d) Physical verificrLtion nf stores 

There is a perpeLual invcn lory sysLcm of physical verification 
in Central Stores, Central Workshop and regions. During the 
period from 1973-74 to 1977-78, shortages of Rs. 29-50 lakhs and 
excesses of Rs. l 2·73 lakhs, as deta iled below, were noticed 

Year Value 

Shortages Excesses 

(In lakhs of R upties) 

] 073-74 1.34 

1974-75 1.9~ 

I 975-76 19 .13 

1!)76-77 7 .05 

1077-78 0 .06 

29.50 

2.29 

1.90 

4 87 

3.60 

0.07 

12.73 

NOTE- Figures for BareilJy, Oorakhpur, Kumaon, l\ieerut Regions 
and Allen Forest ·workship, Kanpur were not furnished. 

The shortages and excesses were under investigation (December 
1978}. No recove'ry has been made in any of these cases. 

(e) Cases of shortages against retired officials 

Two officials of the Roadways Central Workshop, against whom 
cases of shortages of stores and other losses of Rs. 0-37 lakh (Rs. 0-31 
lak.h and Rs. 0·06 lakh) were pending, had r e'tired in July 1966 and 
March 1976 respectively. These cases ·were pending in rthe head
quarters of the Corporation for fin al orde'rs (December 1978). 

I 

• 
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(f) Loss d1.1e lo theft / damages 
Losses due to theft and damages in yarious regions of the Cor

poration during the five years up to 1977-78 were as tmder : 

Year Total number of Amount of loss 
cases 

Thefts Damages Thefts Damages 

(In lakhs of Rnpees) 

1973-74 568 138 2 .67 0 .O!l 

1974-75 504 187 1 .78 0 .22 

1975-76 616 169 1.78 0 .17 

1976-77 537 23'.J ] .18 0 .80 

1977-78 602 200 1 . !l 1 0 .84 

Total 2,767 927 9.32 2.12 

NOTE- Figures for Kanpur Region and Allen Forest Workshep,K.anpnr 
were not furnished by the Corporation. 

Om of 3,69-1 cases, only 1,530 cases (I, 172 th eft cases and 358 
damage-; cases) had been decided up to December 1978. 

(g) _Duplicate suj1ply of material 
During 1973 and 1974, the Corporation placed order on a firm 

of Delhi for supply of nuts and bolts, etc. which were duly received 
and paid for. During December 1975 to March 1976, this firm 
again supplied nu ts and bolts to seven r egion referring to the earlier 
supply orders against which supplies had already been received in 
1973 and 1974. T h e supplies were accepted by the regions with· 
out linking earlier receipts / payments. 

In· the duplicate supply, the firm obtained (December 1975 to 
January 1977) 98 per cent advance payment (Rs. 7-45 lakhs) again~t 
despatch documents sent through bank or delivered personally by 
the repre'Sentative of the firm. 

In T anakpur Region, where 98 pa cent paymen t (R .0·46 lakh) 
was made (January 1977) to the representative of the firm, ·which 
had delivered d espatch documents personally, the material (Rs.0··16 
lakh) had not been received (June 1978). The matter was referred 
to (January 1976) the vigilance section of the Corporation. Further 
<;levelopments ar e awaited (March 1979). 



11.05. Oilier jJO inls of i 11tcrest 

R eceipt of rlmnar;r-d engines 

T en Leyland engines valuc'd at Rs.3·59 lakhs were received 
from a manufacturer of Madras in January l 975 in a damaged condi
tion. The insurance company has not accepted (November 1978) 
the claim for the damage on the plea that the Corporation failed to 

lodge claims ·with the transporters. 

These engines were issued to regions two and half years later 
(during l Gtb June 1977 to 25 th June 1977) without repairs. Repotts 
~egarding expenditure incurred on repairs and their proper utili'sa
tion in the regions were not obtained by the Central Workshop from 
respective regions. 

The matter ,,·as reported to the Corporation / Government 111 

September 1978: replies are awaited (March 1979). 

11.06. Swnminp; up 

'I1he U. P. State Road Transport Corporation, formed on 1st 
June 1972, inherited a total inventory of Rs.4%·37 lakhs which has 
since gone up Lo Rs.558·90 lakhs as on 3 J sl March 1978. The con
sultants on 'lnventory Control' appointed (May 1975) by the Corpo
ration for one year could not comple'te the work. In some cases, the 
Corporation made purchases on •the basis of a single quotation and 
that too from the in termediaries and not directly from the manufac
turer. The Corporation has not en listed it ·el[ as a Direct Demand
ing Officer for DGS & D rate contracts and as a r esul t, the benefi ts of 
lower rates c.oul<l. not be obtained . 

Adequate arrangements did not exist for proper and timely assess
ment and disposal of obsolete and unserviceable stores, with the re
m lt that the same accumulated to the value of about Rs.SO lak.hs in 
J anuary 1978. There is no reconciliat ion between the stores ledgers 
maintained by the Accounts "'Wing and Bin Cards maintained in the tm: 

Stores Sections. Cases of shortages and loss of stores due to theft and 
damages were not investigated timely. A sum of Rs.546-58 lakhs was 
outstauding as advances -to suppliers as on 3 l st December 1977, pend
ing adjustment of bills or recovery from them. Shortages and ex
cesses found on physical verification of stores have not been fin alised 
in a number of cases. In some cases, the officials against whom short
ages and losse are outstanding have since retired. 

I 



SECTION XII 

UTTAR PRADESH STATE ROAD T RANSPOR1• 

CORPORATION 

OT HER POI ITS OF INTEREST 

12.0 l . Attction of altuniniwn scrap 

· ln an auction held (February 1977) 111 the Regional ·work hop, 

Varanasi for disposal of a lot of alum inium scrap, estimated to con

tain two tonnes, the highest bid of a local party for Rs.l l ,375 per 

tonne was accepted. Scrap weighing 1,630 kgs. was reportedly deli

\'tted to the party during June to October 1977. In calculating the 

net quantity ( l ,630 kgs.) of scrap delivered Lo the party, the weight of 

two empty trucks deducted from the weight of loaded trucks was 

more than the actual weigh t recorded in the registration documents 

of these trucks. Tb is resulted in extra cleliveq of 3,478 kgs. of alu

minium scrap (value: Rs.0 .-10 Jakh) Lo the bidder. Weighment re
cords about the receipt of scrap from the various depot workshops 

m the Regional Workshop were, however, not maintained. 

Government stated (January 1979) that the matter was under 
in ves tiga ti on. 

12.02. Non/short realisation of sales tax 

Under the Uttar Pradesh Sales Tax Act, 1948 (as amended in 
February 1973), the Corporation is liable to pay sales ta,x, on the 

goods sold by auction or otherwise with effect from 22nd January 

1973. During the period from 22nd J anuary 1973 to 31st March 

1973, Rs. 1·81 lakhs were not realised as sales tax from purchasers 

of goods auctioned by the Corporation. T he realisation of sales tax 

179 
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for 1973-74 (Rs.5 ·29 lakhs), 1974-75 (R s.G ·OS lakhs) and 1975-76 

1Rs.4·1 2 lakhs) were deposited Uanuary 1977) with the sales tax 

author iLies after the Corporation goL iLself registered in July 1975 

under the Sales Tax Act. In J anuary 1977, the Corporation accord

ed ex-jJOJl-facto sancLion for payment of the aforesaid amounts of 

sales tax alongwith Rs.l · 78 lakhs being the approximate liability to

wards sales tax for the year 1972-73. The sales tax authorities final

iy assessed (March 1977) that the sales tax payable for the year 

1972-73 was Rs. I.SI lakh ( including Rs.1,38.) as Cen tral sales tax) 

and interest payable at the rate of two p er cent per mon th amounted 

t~ Rs.0·72 lakh. The Corporation deposited the balance of Rs.0·75 

lal,<.h wi Ll1 the sales tax authorities in March 1977. 

On completion (March 1977) of assessments for I9n-74 to 

1975-76. the sa les tax authorities demanded from the Corporation 

~hort deposits of sales tax, not realised from purchasers of goods auc

tioned, for the years 1973-74 (R s. 1·29 lakhs), 1974-75 (R s. 1·1 5 lakhs) 

:md 1975-76 (Rs.0·60 lakh) which were also deposited on 3 1st March 

l 977 alongwit.h interest charges of Rs. I · 79 lakh · at the r ate of two 

per cent per month for the delay in deposit of sales tax for those 

years. T he delay in getting the Corporation registered, non / short 

realisation of sales tax from the purchasers and the con seq ucn ti al 

delay in remitting the sales tax resulted in an extra payment of 

Rs.7 ·36 lakhs. 

lt ivas stated (January 1978) 'by the Corporation that non / short 

reafoation of sales tax occurred due to ignorance of correct sales tax 

1:ates. 

·· . T h e matter was reported to the Corporation / Government m 

August 1978; replies are awaited (December 1978). 

12.03. Penalty for late paym ent of jwssenger tax 

Under section 7 of the' Uttar Pradesh Motor Vehicles (Passenger 

Tux) Act, l 962, passenger tax realised is required to be deposited in 

4 
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the treasury by the 15th day of the succeeding month. Under sec

tion 10 ibid, in the event of delayed payment, penalty up to 25 per 

ant of the ta..'C remaining unpaid could be' levied in addition to the 

tax so payable. 

During the years 1974-75 and 1976-77, payment of passenger 

tax of Rs.45 ·84 lakhs, Rs.64·98 lakhs and Rs. 78·94 lakhs was delayed 

in Allahabad, Gorakhpur and Kanpur regions and penalties oE 

Rs.1.10 lakhs, Rs.0.42 lakh and Rs. l.03 lakhs respecLively were levi

ed by the Passenger Ta..x Officer. Appeal for waiver of penalties 

was reported (September 1978) by the' Regional Managers to be 

under consideration of the DepULy Transport Commissioner (Passen

ger Tax). 

The matter was reported to the Corporation in January 1978 

and to Government in ] uly I 078; replies' are awaited (March l 979). 



SECTION XIII 

UTTAR PRADESH TATE WAREHOUSING 

CORPORATION 

13.01. M isafJfJrofJriation. 

On 30th December l 976, while preparing a cheque", it was 

noticed by the drawing offi cer that a blank cheque 1-vas missing 

I 

from the cheque book. Investigation revealed that the TT?issing • 

cheque was en cashed by a private party for R s.24.050 on 23rd Decem- , 

ber 1976. Further · investigations conducted by the ~fanagemen t 

revealed Qanuary 1977) that. in another case, on 26th April 1976 

an 'account payee' cheque for R s. l l .700 was issued, under the signa-

1 ures of the authorised draw ing and coun ter igning officers, fraudu

lently in favour of a private party to whom no payment was due. 

The Management stated (August ] 978) that the former cheque ,. 
for Rs.24,050 bor e forged sign atures but the• latter cheque for 

R s.1 1,700 was signed by the drawing officer in the normal course 

after being put up by the concerned Accoun tant who was responsible 

for the safe custody of cheque books. The latLcr ch eque was en

cashec;l through a bank of Lucknow on 28th Apri l J 976 for R s.11 ,700. 

The first information reports in the two ca es were lodged with the 

Police on 3Jst December 1976 and 19th January 1977 . The cases 

were referred (March I 977) by the State Governm ent to the Criminal 

lnvestigation Department: fi11 a l report was awa ited (December J 978). 
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Government stated (October I 978) that a claim for the loss of 

Rs.35, 750 was filed (August I 978) with the insurance company with 

whom the Company had a fidelity guarantee policy for Rupees one 

lakh and that matter is under correspondence with them (December 

1978). 

.'\ 1.LAHABAD : (0 . P. GOEL) 

T H E 2 ~ MAY 1979 
Acco1lntant General, Uttar Pradesh-II 

NEW DELHI : 

THE 

Countersigned 

- . 

(GIAN PRAI_{ASH) 

Comptroller and A1tditor General of India 

2 JUN 1979 
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SQrial Natne of the Company 
number 

1 2 

186 

Name of 
tho 

administrative 
department 

3 

The Pradoshiya Industrial and Induqtries 
Investment Corporation of 
Uttar Pradesh Limited 

2 Praya.g Chitrakoot Krishi Animal Hu.~-
Evam Godhan VikM Nigam bandry 
Limited 

3 H;ari_ja.pJll\catn ~ir,bal 
Varg Av&<i"Nigam 

Limited 

~ Ut ta.r Pradesh Electronics 
Corporation L imited 

5 Auto Tractors Limited 

G Sharda Saha.yak Samadesh 
Kshett ra Vikas Nigam 
L imited 

7 Uttar Pradesh Export Cor
poration Limit;ed 

8 Uttar Pradesh State Agro 
Industrial Corporation 
Limited 

9 Uttar Pradesh State Textile 
Corporation Limi ted 

10 Utto.r Pradesh Sta.to Sugar 
Corporation Limited 

.:a:a.i:ija.n . 
Samaj 
Kalyan 

Industries 

Indu!'ltr~E',s . . 
'·' 

Kshettriya 
Vikaq 

Industrie" 

Ag1·iculture 

Industries 

lnclustrie3 

11 K umaon Manda.I Vilms Nigam Pa.rvatiya 
Limited Vikas 

12 Ramganga Samadesh Kshet
tra Viko'l Nigam Limited 

13 Uttar Pradesh State Hanrl
loom and Powerloom 
F inance and Development 
Corporation Limited 

14 Agra Mandn.I Vika;; Nigam 
Limited 

Ir. Meerut, Ma·1d>tl Vikn'! Nigam 
Limit-NI 

K shettriya 
Vikas 

lndustrie:i 

K shetLriya 
Vikas 

K shettt'iy.i 
Vika.~ 

APP EN 
(Reference : Para 

Statement showing summarised financial 

Date of 
incorporat ion 

4 

29th March 
1972 

P eriod of 
accoun.ts 

5 

1977-78 

7th Decembet' 1977-78 
1974 

Total 
cape.ital 
invested 

6 

50 06 

. 2.s.J1m9 .... . . . -.. 19,77-~· .. , .... . ~,., 1 7.; 40.. ~. ·· 
1976 

30th March 
1974 

.28th.I)ecem
ber 1972 

4th March 
1975 

1977-78 

1977 78 

l st April to 
8th Augu~t 

1977 

20th January 197G-77 
1966 

29th March 197G-77 
1967 

22nd D:ic mb:ir UJ77-78 
1969 

, 144 ·18 

56· (i l 

48 ·94 

145. 00 

746· 85 

:l,291· 72 

26th :V!a.l'ch 
1971 

Year eucle:l 2,558-09 

30th March 
1971 

lfith March 
1975 

9th J anuary 
1973 

:l ist Maroh 
1970 

:1 lst Mo.rch 
1976 

30th Septem-
ber 1977 

1976-77 214·74 

1976-77 68-06 

1976-77 234.9;) 

1977-78 

1!)77-78 104.(iJ 



187 

DIX I 
graph 1.02 page 1) 
results of working of Government Companies 
(Figures In columns 6 to 10, 12 and 18 are fa lakbs of Rupees) 
Profit( + )/ '.l'otal Interest Total Percoutago Capital Total Percentage 
Loss(-) interest on long. return on of total employed return of tote.I 

charged to term loans capita.I roturn on on capital return on 
profit and invested capital employed capital 

loss a.coount (7+ 9) invested (7 + 8) employed 

7 8 9 10 11 12 13 14. 

(+ )42 29 li2- 72 IH-92 94· 21 1,725·62 95·01 ii·5 l 

(- )0 -57 (-)0· 57 47 ·69 (-)0-57 

(+ )4·77 4.77 27-41 38·54 ... 77 12-38 

(-)1 -07 2·49 l-55 0· 48 0 -33 119- 08 l · 42 l · 19 

(-)0· 70 0-03 (-)0·70 8 · 78 (-)0-67 

( + ) I · 17 J . 17 . 2· 3!) 48- .9~ 1 -17 2 -39 

( + )13 · 36 6·57 2 -32 J t;. 68 10· 81 2 lll· 56 19 -93 9 .08 

(-)91-31 89· 35 3·87 (-)87-44 1, 196· 65 (-)1-96 

(-)239·37 :"lfl·li2 3 1- 3 1 (-)208-06 1,935 · 99 (-)188 -Sii 

(- ) 369·88 112·46 94· 12 (-)265-76 9!l2-4 fi (-) 1'37 -42 

( 1- )S·:l5 Q. g(l 0-86 9 . 21 4 . 2!) 197- 3S 9 . 2 1 4·07 

' (+)2. 18 0.79 2.J8 :l. l!l SJ.78 2.97 :l .46 

(+ )l. :H 4.84 4 . 82 6. l :l 2 . 6 \ 211.85 (j . 15 2. 90 

( 
(+ )8·04 s . 04 7-67 104.6'.I s .o.i, 7. 68 

( +)O· ll3 s.01 6.113 ll.2(j 105. 39 1-L 51 13-80 
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AP PEN 
Serial Name of the Company :N"11,me of th(} D ato of Period or Tot1\I 
num- aclmiuistrativ0 incorporatio11 accounts capital 
ber rlepo.rtmen t. ~ · · ,. · · · · · · invested 

c ' _."' j. ~: .. -~~ ,, ~ • 

' ~ ' • ,o ' I ' . . 

2 3 4 fj 6 

16 Garhwnl :\1.aoda l Vika>< "N'igam P arvatiya 31st Mo.rnh UJ7U-77 l(i8 0•' 
Limited VikM HJ7G 

17 Utta r P1·a.doslJ No.l!<_oop Nigarn I1•rigo.tioo 2.5th Ma~' 1976-77 :l .)I) 00 
L imited 1076 

18 Uttar P radosh D >vu:o >ment Pto.n·1 !'•S 15th l\Iarch 1077-78 G0.43 
Systems Corporat~n Limited 1977 

l() Uttar Pradosh State Leather lndu~trio~ 12th F ebruary 1976-77 25.QO 
Developmont anfl i\[o.rketing l !17-l 
Corporation Limited 

20 Uttar Pradesh State Dridge P ublic Works 18th October Yoo.r ended 125 ·00 
Corporation Limited 1972 30th Sep-

tember 1975 
21 Garhwa.1

1 

Aousuchit J anjati P .• rvatiya 30tl1 °June 1970-77 5•00 
Vikas Nigam Limited Viko.s 1975 

22 Utt.ar Pradesh Madhya. Kshet- Kshottriyo. 3 lst J a.nuo.ry 1976-77 50 35 
t ra Vikas N igam Limited Vikns 1976 

23 Uttar Pradesh Sta.to Indus- industries 29th March 1977-78 
trial Development 
poratioo Limited 

Cor- 1961 

2, Uttar Pradesh State Bro.ss- Industries 12th F ebruary 1977-78 84·30 
wares Corporation Limited 1974 

25 Utta.r Pradesh R ajkiyp. Nir- Public Works· l at May 1975 1976-77 104. 80 
man Niga.m Limited 

26 Varanasi Manda! Vikns Nigo.m Kshettriya 31st March l!l77-78 46-02 
Limited Vi.kas 1976 

27 The Indian Turpentine and 
Rosin CQnlpany Limited 

Industries 22ud February 
1924 

1977-78 177.70 

28 Utta.r Pradesh Cha lchitra Information 10th Septem- 1977-78 50 ·31 
Nigam Limited ber 1975 

29 Uttar Pradesh (Rohilkha.nd-
Ta.ra i) Ganna. Boej Evam 

Co-operative 27th August 
1975 

1977- 78 57· 91 

Vika.s Nigo.m Limited 

30 Uttar Pradesh (PMhohim) Co-c>pero.tivo 27th August 1077-78 11 · 3 1 
Ganna B eej Evarn Vikas · 1975 
Nigam Limited 

31 U t t&r t'radesh (Poorva) Ganna Co-operative 27th August 11)77-78 8-28 
Beej A varn Vikas Nigam 1975 
LimiU-d 

32 Utta; Pradesh (Madhya ) C!o-operat'i~c 27th August l!l77-78 15 13 
; 

Ganna Beej Evam Vika.s 197.3 --Nigalll Limiter! .. 
33 Uttar Pradesh State Cement Indu%ries 29th March 1977- 78 4.660 96 

Corporation Limited 1972 
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DI~.l (Continued) 
( Figure~ ·in Columns 6 t~ 1o, 12 and 13 are ~n J·,'k.lis or Rupees) 

P rofit(+){ Totlll Intero9t T otn.l · ··P"orMn- · C:\piLlll ' r ota\ Porcan· 

Loss(-) interest on return t·r1.go of'. omploy~cl return tl\ge of 

, charged to long- on capital t?tal on capital total 

profit and term in vo~ter\ return on orn plyed return 

loss account loans (7+9) cc1>pital (7+8) on cRpit11.l 

iaveated employed 

7 8 9 10 11 12 13 14 

(- ) l -52 (-) 1. 52 162· 28 (- ) 1 ·52 

(- )0-87 (-)0· 87 
., 

188- 49 (-) 0·87 

C+ )O. 82 0 . 82 l -36 112·20 0·82 0 .73 

(-)0 .44 (-)0 . 44 42. 02 (-) 0·44 

(-;-)20. 0 4 0 . 69 0.69 (-)19 . 35 ... 130 -3!) (- )19 -35 

(-)0- 13 .. (-)0. 13 4 -84 (- )0· 13 

' (+)0-82 0 . 82 1.63 50·04 0-82 1. 64 

(+)69 51 40-63 40 -63 2,172· 43 110· 14 5 07 

: 
·j. ~ ... : 

(+)3-28 0 : 39" .. ' 
3 . 2s 3 ; 89 !ll ·-02 3 :58 3. 93 

(+ )15·80 .. 15 -80 15 -08 104- 71 . 15 80 15 -08 

(+)0-50 0-02 0·50 
.. 

·-1 . 12 
1 -09 46 .61 0 -52 

' 
. '. ··-

··- ... ' -.. . . .. . 

(+ )11 61 7.24 0 ·47 12 OS 6 -80 ·' 171·-0Z. · - :_ iS·S5-- .· 11 -02 

.:·: ... ·' • r. ... . ...... 

(- )2· 79 0 -01 (_::)2 · 7!) 42 ·95 ·c-)2 .1s· ... . 

( +)2 -64 5 . 73 5 . 73 . s . 37 14-45 57 · 83 8 · 37 14- 47 

'' .. , 
(+ )0. 13 6 -09 '0 - 13 1- 15 43 -38 6 -22 · 14. 34 

(+ )0 · 06 1 -63 o.oil--
. ;,. 

0 -72 33 -G2 . "f.69 5- 04 

(+ )2· 86 6 · 62 2-86 " 18 -9() 58- 10 9-48 
•! 

16· 3 2 

(-)70· 19 2 -73 -1· 81 (-)68 -38 1,852 . 42 (- )67-4 6 
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AP PEN 
Serial Name of the Company 
num· 

Namo of the Date of P eriod of 
adminiatro.tive incorporation accounts 

Total 
e&pital 

invested ber department 

2 3 4 6 6 

34 Gorakhpur Mandal Vikas Kahettriye. 31st March 1976-77 36·07 
Nignm Limited Vike.s 1976 

3ii Uttar P nideoh Inst ruments Indust.ries lst January 1977-78 107. 73 
Limited 1975 

SubaidiaNJ Companies 

36 Kichha Sugar Company Industries 17th Fob- Year ended 604. ll 
Limited ruary 1972 30th Septem. 

ber 1977 

37 Uttar Pradesh Spinning Mills 
Company (No. l) Limited 

Industries 20th August 
1974 

1977-78 ·2,22:? · 10 

38 Uttar Pradesh Spinning Mills Induat ries 20th August 1977-78 0· 0 1 
Company (No. II) Limited l 9U 

39 Trnnscables Limited Parva.tiya 29th Novem· 1976-77 19·34 
Vikas bor 1973 

40 Uttar Pradesh Prostro~sod Indwltries 30th Septem· 1975-76 '.l .50 
Products Limited ber 1972 

41 Utta1· Pradesh Textilo Print . !ndUl!ltries 5th Decem· 1976-77 16•01 
ing Corporal.ion Limited ber 1975 

4<! Hand.loom Intoni!ive Develop· Industries 13th Septem· 1976-7"7 24•88 
ment Project (Bijnor) ber 1976 
Limited 

43 Hand.loom Intensive Deve- lndustrie11 26th May 1976·77 48.76 
loproent Corporation (Go- 1976 
rakhpur and Baati) Limited 

44 The Turpentine Subsidiary IndUlltries 11th July 1977-78 13 .46 
Industries Limited . 1939 

45 Nandganj Sihori Sugar Com· Indu~tries 18th April Year ended 1,063.00 
pany Limited 1975 30th June 

1978 

46 Chhata Sugar Company Industries 18th April Y ear ended 714 · 60 
Limited 1975 31st July 

1978 

NOT!ls-(i) Capital invested represents paid.up caapita.l plus long.term loans plua free 
(ii) Capital employed (except in case of Companies at serial numbers l and 23) represents 
(iii) In case of Companies at. serial numbers l and 23 capital employed represents the 
and debentures, (iii) reserves, (iv) borrowings including refinance and (v) deposits. 

(iv) Companies at serial numbers 38, 40 and 45 have not gone- into production. 
(v) The Compa.ny a.t eerial numbar 6 is under liquidation from 9th August 1 Q77. 

I 

l 



reserves. 

net fixed assets (excluding ca.pita! works-in-progress) pl11sworkingca.pital. 

mean of thp aggregate of opening ni>d Cloi<ing balances of (i) paid-up capital, (ii) bonde and 
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APPF.N 

(Reference: Paragraphs 6.0 l 

ltltement showing summarised financial resultt 

Serial 
num
ber 

Name of the Corpor&tion Name of the Date of P eriod of 
foCCOl,IDb 

TotRJ 
capital 
inve3ted 

l 

2 

3 

• 

:i 

Uttar Pradesh State Elec-
tricity Board 

Uttar Pradesh Financial Cor-
porntion 

Uttar Pradesh State Ware-
housing Corporation 

Uttar Prndesh State Road 
Transport Corporation 

administrative incorporation 
department 

3 

Power 1st April 
1959 

Industries 1st November 
1954' 

~a-operative 19th March 
1968 

Transport l st June 
1972 

NOTE9-(i) Capital invested representB paid-up ()&pita! plua 

6 6 

(a) Uttar Pradesh 

1977-78• 170,846 58 

(b) Other Statutory 

1977-78 

11)76-17 64:1 . gi; 

197!!-74 3,640 · 82 
1974-75 3,743·62 
1976-76• ~.308·39 

long-term loans pltta 

(ii) Capital employed (other than Uttar Pradesh Financial Corporation) repreaonts net 

(iii) In the oMe of Otta.r PradGSh Finanoiel Corporation, oapital employed represents 
debentures, (iii) reserves, (iv) borrowiag• inoludini ~fin.anoe, (v) depaaita and (vi) fttndll 

•Figur&tl are pro.visiona.l. 

t-
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DIX II 

and 6.02 of Section VI , page 89, 91) 
of work in g of Sta t u tor y Corporation 

(Figures in c olumns 6 to 1 0, h and13 ar e in lakhs of Rupees) 

P rofit( + l/ Total Interest Total Percen- Cap ital T otal P ercen -
Loss(-) interest on long- re t urn on tage of employ ed return on tage of 

charged to term capita l total capita l total 
prof it and loan invested retnrn on employ er! re t urn on 

loss (7+9) capita l (7+8) capital 
acoonn t in vesterl em ployed 

7 b !) 10 11 12 l :.l 14 

S tate E lectricity Boarcl 

(-) 2,309-35 2,119·30 2,119 · 30 (- ) l !lO· Oil l ,60,171 · 05 (-)190·05 

Oorporationa 

(+)105·49 192· 54 192 ·54 298 ·03 3,815· 59 298·03 7 · 81 

<+> 165· 29 165 -29 25· 64 465·89 165 · 29 35· 48 

<+ > 0 · 45 269·25 259 . 75 i50.20 7. 34 3, 486 · 22 269 · 70 7 . 74 

(-)25 1· 82 281· 33 271· 83 20 ·01 0·53 3,549 · 81 29 ·51 0 ·83 
{+)17ti·86 321 ·69 312· 19 489 ·05 ll · 3 5 4 ,371. 10 498·55 11 · 40 

free reserves. 

fixed assets p ltis wo rking capital. 

m ean of thf' aggregate of op ening an d c losing balances of {i) paid.up capital , {ii) bonds and 
fo r s pecia l schemes advanced by the Sta te Governmen t. 

l''iU l'- 3 .\ .G.- L\J7!1 tilJU Copie~ ti imi). 
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