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PREFATORY REMARKS 

Government commercial concerns, the accounts of which are subject 
to &udit by the Comptroller and Auditor General of India, fall under the 
following categories :-

~ (i) Government Companies ; 

(ii) Statutory Corporations; and 

(iii) Departmentally managed commercial undi.:rtakings. 

2. This Report deals with the re sults of r.udit of the accountr of 
Government Companies and Statuto1y Corpor~tions, including the Gujarat 

_ Electricity Board. The Report of the Comptroller and Auditor General 
of India (Civil) contains the results of audit relating to departmentally 
managed commercial unde1takings. 

3, The cases mentioned in the Report are those which came to notice of 
Audit during the year 1977-78 as w<.11 as those which had come to notice 
in earlier years but could not be dealt with in the previous Reports ; matters 
relating to the period sub~cquent to 1977-78 have alw been included, 
wherever necessary. 

4. In the case of Government Companies, audit is conducted by 
company auditors appointed on the advice of the Comptroller and Auditor 

_ General but the latter is authorised under Section 619 (3)(b) of the Companirc; 
Act , 1956 to conduct a supplementary or t.;st audit. He is also empowered 

- -to comment upon or supplement the report submitted by the company 
auditors. The Companies Act further empowers the Comptroller and 
Auditor General to issue directives to the auditors in regard to the 
perform1nce of their functions. In ovember 1962, such directives w~re issued 
to the auditors for looking into certain specific aspects of the working of 
Government Companies. These were revi!:ed in December 1965 and in 
February 1969. 

5. There are cutain compa .1!e~ in which Govcrnmet ha invested 
funds but the accounts of which arc not c;ubject to audit by the Comptroller 
"Oct Auditor General. Names of such comp:o.nies in which Government 
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ha5 invested more than Rs. 25 lakhs are given below :-

Shrec Digvijay Woolkn Milh Limited 

Gujarat Alk tlies and Chemicals Limited 

Gujarat N;:rmada Valley Fertilizers 
Company Limited 

Government 
investment 

up to 1977-78 
(Rupees in 

lakh5) 

33.40 

170.00 

1,404.10 

Percentage 
of Govern­
ment in-

vestment to 
total paid­
up capital 

32.12 

41.92 
_, 

50.00 

6. Tne Comptroller and Audi tor Cer eral is the sole auditor of Guja rat 
Electrici ty Board and Gujarat State Ror.d Trnnsrort Corporation, wltic.h 
are statutory corporations, while he has the right to conduct an audit of 
Gujuat State Financial Corporation and Gujarat State Warehousing 
Corporation independently of the audit conducted by the professional 
auditors appointed under the re'ipectiv>! Acts. 

7. The points broug'1t out in this Report arc those wh ich have come 
to notice during the cour ... e of k st audit of the accounts of the abov.; unde. -
takings. They are not intended to convey or to be understood as conveying 
any general reflc.ction on the fin ancial administration of the urdertakings 
concerned. 

-



1.1. Introdoction : 

CHAP1ER I 

GOVERNMENT COMPANIES 

SECTION I 

There were 28 companies (including 11 subsidiaries) of the State Govern­
ment as on 31st March 1978. During the year, two new companies, viz. 
Gujarat State Rura l Development Corporation Limited and Gujarat Tractor 

rporation Limited, were incorporated while another company, viz. 
jarat Sheep and Wool Development Corporation Limited, which wa~ 

registered in December 1970, became a Government Company. 

A synoptic statement showing the summarised financial results of seventeen 
companies (including three subsidiaries) for their accounting years ending 
in 1977-18 and one other company for the year ended 31st March 1977 
is given in Appendh 'A'. The accounts of the following companies for 
the years ending in 1977-78 or earlier have not been finalised (April 1979). 

Name of the Company 

Gujarat State Handicrafts and Handloom 
Development Corporation Limited 

Gujarat Water Resources Development 
Corporation Limited 

Accounts for the 
year ending 

31st March 1978 

30th July 1974 to 
30th July 1977 

The arrears in :finalisation of the accounts by the above companies have 
been reported to Government (June 1979). 

One company, viz. Gujarat 1 ractor Corporation Limited, incorporated 
during 1977-78 will be preparing its first accounts in the year 1978-79. Eight 

• subsidiary companies had capital~cd the entire expenditure incurred during 
- _ 1977-78, as these were at the construction stage. 

1.2. Paid-up capital : 

The total paid-up capi tal of 14 companies (excluding subsidiaries), 
which had :finalised their accounts for their accounting years ending in 
1977-78, stood at Rs. 1,509.63 lakhs during 1977-78, out of which Govern­
ment investment was Rs. 1,257.89 lakhs.* This represented an increase 
of Rs. 182.41 lakhs over the paid-up capital of Rs. 1,327.22 lakhs in respect 
of ten companies during the previous year. 

• Difforenoe between thi11 figure and the figure of Rs.l ,236.86 la.khs oxbibitod in 
statement no. 14 of Finanoe Accounts 1977-78 is under rcconoiliatio11. 

(Bk) H-29-1 
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1.3. Long-term loans : 
The balance of Jong-term loans outstanding against ten companies 

(excluding subsidiaries) was Rs. 4,051.61 lakhs as on 31 st March 1978 
(Rs. 2,211.63 lakhs from the State Government, Rs. 1,825.99 Jakhs from other 
parties and Rs. 13.99 lakhs as deferred payment credit). This represented 
an increase of Rs. 1,000.20 lakhs over the outstanding balance of 
Rs. 3,051.41 lakhs in respect of six companies as on 31st March 1977. 

1.4. Guarantees : 
The State Government had guaranteed repayment of the share capita. 

of one company, l•iz. Gujarat Small I ndustries Corporation Limited, u 
to a maximum amount of Rs. 60.00 lakhs* against which Rs. 60.00 lakhs· 
were outstanding as on 31st March 1978. 

1he State Government guaranteed repayment of loans, including deferred 
payJilent credits, to the extent of Rs. 1,666.55 lakhs t raised by two 
companies (viz. Gujarat Agro Industries Corporation Limited and Gujarat 
Industrial Investment Corporation Limited), against which loans including 
deferred payment credits aggregating Rs. 1,659.00 lakhs t were outstanding 
as on 31st March 1978. 

1.5. Profits and dividends : 
1.5.1. The working results of seventeen companies (including three 

subsidiaries) for the accounting years ending in 1977-78, as compared to 
the previous year, are analysed below :-

Aggregate of 
Part iculars Number Percentage 

of Com- Paid-up Profits(+) of profit 
panies capital Losses(- ) to paid-up 

capital 
(Rupees in lakhs) 

Companies other than 
subsidiaries : 

(i) Which earned 7 1,272.37 (+ )103.58 8.14 
profits (6) (1,193.36) (7.72) 

... 

1 [ ( +) 92.17] 
(ii) 237.26 (-)54.62 

~ 

Which sustained 7 
losses (4) (133.86) [ (-)53.02) 

Total 14 1,509.63 (+ )48.96 3.24 
(10) (J ,327.22) [ (+)39.15) (2.95) 

*These figures differ from thocie ( Rs. 45.00 lakhs and R!!. 30.00 lakhs) e,;hibited 
in Finance Accounts 1977-78. The difforences are under reconciliation. 

t These figures differ from those (R~.'2,009. !l8 lakbs and RR. l ,970.50 lak11s) e:tliibiterl 
in statement no. 6 of Finanl'l'I Accounts I 97'1-78. The rtifference.- nio unde:­
reconlliliation. 
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Particulars Number 
Aggregate of 

--- Percentage 
of Com- Paid-up Profits(+~ of profit 
panics capital Losses(- to paid-up 

(Rupees in lakhs) 
capital 

Subsidiary Companies : 

(i) Which earned 

~ (ii) 
profits 

Which sustained 
losses 

Total 

3 
(2) 

(1) 

3 
(3) 

45.91 
(20.90) 

.. 
(25.01) 

45.91 
(45.91) 

(+)34.73 
[(+)14.69) 

[ (-)2.56] 

(+)34.73 
((+)12.13] 

75.65 
(70.29) 

75.65 
(26.42) 

Note.-Figures in brackets represent figures for previous year. 

1.5.2. 1 he profits of two companies were substantially higher during 
1977-78 than their profits during 1976-77 and that of one company showed 
a marginal increase in 1977-78, while two companies, which had incurred 
losses during 1976-77, earned a profit in 1977-78. Relevant details are 
indicated below :-

Name of the Company 
Profit during 

1976-77 1977-78 
(Rupees in lakhs) 

Gujarat Mineral Development Corporation 32.32 46.17 
Limited 

Gujarat Agro Industries Corporation 2.11 I 7.81 
Limited 

Gujarat State Textile Corporation Limited 10.32 12.42 

Gujarat Small Industries Corporation (-)36.97 10.92 
Limited 

Gujarat State Seeds Corporation Limited (-)1.98 3.33 
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1.5.3. In 1977-78, the profits of two companies were lower than the 
profits earned by them in 1976-77, as indicated below :-

Name of the Company 

Gujarat Export Corporation Limited 

Gujarat Industrial Investment Corporation 
Limited 

Profit during 

1976-77 1977-78 

(Rupees in lakhs) 

12.82 

5.26 

11.32 

1.61 

1.5.4. The following companies incurred losses in 1977-78:-

Loss sustained during 
Name of the Company 

Gujarat Dairy Development Corporation Limitad 

Gujarat Communications and Electronics Limited 

1 ourism Corporation of Gujarat Limited 

Gujarat State Construction Corporation Limited 

Gujarat State Forest Development Corporation 
Limited 

Gujara t State Rural Development Corporation 
Limited 

Gujarat Sheep and Wool Development Corporation 
Limited 

1976-77 1977-78 

(Rupees in lakhs) 

13.92 11.77 

2.12 5.23 

0.01 0.45 

(A) 6.87 

(B) 17.49 

(B) 0.45 

9.96 12.36 

---
(A) This company ha.d earned a. p1 ofit of R s. 29.34 lokhs in 1976-77. 

(B) This is first year's working of these companies. 
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1.5.5. Three companies (excluding subsidiaries) declared dividends 
aggregating Rs. 17.36 lakhs for the year ending in 1977-78, as indicated 
below:-

Name of the Company Distri- Amount Dividend Precentage 
bu table retained declared of dividend 
surplus in to 

business paid-up 

~ (Rupees in lakhs) 

capital 

Gujarat Export Corporation 10.47 8.22 2.25 15 
Limited 

Gujarat Mineral Development 42.65 29.93 12.72 4 
Corporation Limited 

Gujarat Small Industries 10.01 7.62 2.39 4 
Corporation Limited 

1.6. In accordance with Section 619 B of the Companies Act, 1956 
(effective from February 1975), a company became subject to provisions 
of Section 619 of the Act, as if it were a Government Company, if 51 
per cent or more of the company's paid-up share capital was held by one 
or more of the following or any combination thereof, namely, the Central 
or one or more State Governments and one or more Government 
companies or Corporations owned or controlled by Government. 
There was one such Company in the State, viz. Gujarat State 
Fertilizers Company Limited, with a paid-up capital of Rs. 1,499.62 
lfilclls of which Rs. 1,056.54 lakhs was held by the State Government and 
companies and Corporations owned or controlled by Government. 1 he 

- working results of the Company for the year ended 31st December 1977 
_ showed a net profit of Rs. 2,411.43 lakhs before tax and investment 

allowance, as against a profit of Rs. 2,798.98 lakhs earned in the previous 
year. 

1.7. Under sub-section 5 of Section 619 of the Companies Act, 1956, 
comments of the Comptroller and Auditor General of India upon the audit 
report of a Government Company are required to be placed before the 
annual general meeting of the company at the same time and in the same 
manner as the audit report. Certain Companies had not observed this 
statutory requirement and had not placed the comments of the Comptroller 
and Auditor General of India before the annual general meeting. 
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Relevant details are given below.-

Name of the Company 

Gujarat State Gonstruction Corporation 
Limited 

Gujarat Agro Industries Corporation Limited .. 

Gujarat Agro-Foods Limited 

Gujarat Agro-Oil Enterprises Limited 

Gujarat Agro-Marine Products Limited 

Gujarat State Handicrafts and Handloom 
Development Corporation Limited 

Gujarat Dairy Development Corporation 
Limited 

Gujarat Aromatics Limited 

1ourism Corporation of Gujarat Limited 

Gujarat Sheep and Wool Development 
Corporation Limited 

Accounts for the 
year ending 

31st July 1975 
31st July 1976 
31st July 1977 

31st March 1975 
31st March 1976 )l 
31st March 1977 ,,A 

31st December 1973 
31st December 1974 
31st December 1975 
31st December 1976 

31st December 1973 
31st December 1974 
31st December 1976 

31st December 1973 
31st December 1974 
31st December 1975 
31st December 1976 

31st March 1974 
31st March 1975 
31st March 1976 

31st March 1977 

31st March 1977 

31st August 1976 
31st August 1977 .,; 

31st March 1978 

Under Section 619(4) of the Companies Act, 1956, the auditor of :: 
Government Company has to submit a copy of his report to the Comptroller 
and Auditor General of India who has a right to comment upon the audi1 
report. As the comments of the Comptroller and Auditor General of 
India are requird to be placed before the annual general meeting at th( 
same time as the auditor's report, vide Section 619(5) ibid, it is necessar) 
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that the auditor's report and the accounts should be submitted to the 
Comptroller and Auditor General of India sufficiently before the holding 
of annual general meeting. In respect of the accounts of Gujarat State 
Construction Corporation Limited for the year ending 31 st July 1977, 
the auditors signed their report on 27th April 1978, and the audito1 's 
report and the accounts were furn ished to the Comptroller and Auditor 
General of India on 17th May 1978. Meanwhile , the accounts were 
placed at the annual general meeting of the Corporation held on 28th 
April 1978 without the comments of the Comptroller and Auditor 
9~neral of India in violation of the provisions of the Companies Act, 1956. 
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SECTION II 

GUJARAT AGRO-FOODS LIMITED 

2.1 Introduction ; 

Gujarat Agro-Foods Limited, a subsidiary of Gujarat Agro Industries 
Corporation Limited, was incorporated on 20th October 1970. 

2.2 Objects : 

The main objects of the Company are :-

(a) to construct or acquire cold storages and warehouses, 

(b) to provide cold storage, canoing, freezing, processing, preservit._ 
and other facilities for agricultural produce and other dairy 
products to agriculturists, merchants, dealers and others, 

(c) to carry on freezing and refrigeration activities and provide such 
facilities to others, and 

(d) to manufacture and deal in ice. 

2.3 Organisational set-up ; 

The management of the Company is vested in a Board of Directors 
consisting of twelve directors. One-third of the direct<trs are nominated 
by the holding company as permanent directors. The posts of the Chair­
man and the Managing Director are filled in from amongst the directors 
nominated by the holding company. 

2.4 Capital structure : 

Out of the paid-up eapital of Rs. 14.74 lakhs as on 31st December 
1977, the holding company had subscribed Rs. 13.47 lakhs, the balance 
being held by the farmers. 

The Company also received loans from time to time from the holding 
compa ny. 1 he amount of loan so received and outstanding on 31st Decem­
ber 1977 was Rs. 69.94 lakhs. For its fruit canning factory at Gandevi, ....: 
the Company aliO obtained loans from banks by hypothecating factorY.-­
stock and plant and machinery. T.lle amount of such loan outstanding 
on 31st December 1977 was Rs. 7.2i lakhs. 

2.5 Operations : 

The Company has taken up the following activities:-

(i) setting-up and running cold storages at Deesa, Boriavi and Chhani 
and 

(ii) setting-up and running a factory at Ga ndevi for processing and 
canning fruit and vegetable products. 
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Mention about some aspects of the working of the Company was made 
in paragraph 11 of Section Il of the Report of the Comptroller and Auditor 
General of India for the year 1973-74 (Commercial). 1he points noticed 
during subsequent test check (October 1978) are indicated in the 
succeeding paragraphs:. 

2.6 Operation of cold storages : 

2.6. l Storage capacity and utilisation : 
1 he total storage capacity of 6,000 tonnes of the three cold storages at 
cesa, Boriavi and Chhani as on 31st December 1973 has been increased 

8,000 tonnes by 31st December 1977. While no new cold storage was 
set-up since March 1973, the capacity of cold storage at Dessa has been 
increased by 2,000 tonnes. 

1 he cold storages were utilised for storage of the potatoes procured 
by the Company as well as those received from outside agencies or given 
out on rent. The details of the storage capacity available, storage actually 
done, occupancy, and loss in storage in respect of the three cold storages, 
for the four years up to December 1977, are given below:-

Year 

I. Deesa 
1974 
1975 
1976 
1977 

:ll. Boriavi 
1974 

<......._,,J975 
1976 
1977 

:Ill. Cbhani : 
1974 
1975 
1976 
1977 

Storage 
capacity 
available 

(in 
tonnes) 

2.000 
2,000 
4,000 
4,000 

2,000 
2,000 
2,000 
2,000 

2,000 
2,000 
2,000 
2,000 

Maximum storage actually 
done (in tonnes) 

------- Occu­
Own Private 

2,106 
2,218 
4,357 
4,204 

2,385 
1,968 
1,582 

413 

1,095 
1,776 
Nil 
Nil 

parties 

85 
87 

118 

1,579 

591 
25 

750 
2,108 

Total 

2,191 
2,305 
4,475 
4,204 

2,385 
1,968 
1,582 
1,992 

J,686 
J ,801 

750 
2,108 

pancy 
(percen­

tage) 

109.9 
115.2 
111.9 
105.l 

119.2 
98.4 
79.1 
99.6 

83.1 
90.1 
37.2 
99.1 

Loss in Percen­
storage tage of 
noticed storage 
on dis- loss 
posal 
(in 

tonnes) 

132 
199 
293 
328 

223 
ll9 
96 
36 

88 
155 
Nil 
Nil 

6.3 
8.6 
6.7 
7.8 

9.4 
6.0 
6.1 
8.5 

8.0 
8.7 
Nil 
Nil 

lt would be seen from the above table that the storage capacity was gene­
rally fully utilised. The re.tson for low occupancy in Boriavi and Chhani 

(Bk) li-29-:! 
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r storages during 1976 was explained by the Management (May 1977) to 
cancellation of reservation of 500 tonnes space at Boria vi and 1500 tonnes 
space at Chhani by Food Corporation of India. Due to cancellation of 
space, the Company incurred a loss of Rs. 2.29 lakhs in revenue by way 
of storage charges. No reservation charges were also recovered from 
the Food Corporation of India. The case had been referred to arbitra­
tion in February 1978. The award of the arbitrator is awaited (April 1979). 

The Company considers 7 per cent as normal loss in storage. From the 
above details, it would be seen that the losses at Deesa in 1975 and 1977, 
at Boria vi in 1974 and 1977 and at Chhani in 1974 and 1975 were in excess 
of 7 percent. Reasons for excessive losses have not been investigate 
(April 1979). 

2.6.2 Utilisation of ice plants 

An ice plant of capacity of 10 tonnes per day/1200 tonnes per annum 
(season being March to June) was also installed at each of the cold storage 
units at Deesa, Chhani and Boriavi. The details of utilisation of the ice 
plants for the four years ending December 1977, are given below.-

Year 

1974 

1975 

1976 

1977 

Boria vi Chhani . Deesa 

Actual Percen- Actual Percen- Actual Percen-
produc- tage of produc- tage of produc- tage of 

ti on capacity ti on capacity ti on capacity 
(in utilised (in utilised (in utilised 

tonnes) tonnes) tonnes) 

319 26.6 89 7.4 655 54.6 

215 17.9 564: 47.0 

252 21.0 132 11.0 544 45.3 

337 28.1 701 58.4 
,,-, 

The Management stated (September 1978) that while the units at Boriavi 
and Deesa were located in the rural area, the Chhani unit was located in the 
interior, the nearest village being 2 k.m. away and hence the demand for 
ice being less, the production wa<; regulatt"d accordingly. Moreover the 
unit at Chhani has to face competition from a number of private cold 
storages located in Baroda city, which sell ice at rates cheaper than those 
offered by the Company. In 1975, ice was not manufactured by Cbhani 
unit due to pollution of water in the well which was remedied in 1976. 
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ERRATA 

Page Line For Read 
No. 

(ii) 14 conduct an audit conduct audit 
8 27 Outstandirg outstanding 
8 31 Chhani Chhani, 

9 11 set-up set up 
11 27 (d) other (d) others 
12 26 prices o prices of 
18 26 summaries summarises 

21 27 Other ( neem, mahuva cakes, Others ( neem, 
etc.) cakes, etc.) 

mahuva 

22 25 acount account 

23 25 Novermber November 

27 30 Bank bank 

30 21 amont amount 

31 40 activty activity 

33 28 indigenuous indigenous 

36 First line ffgure figure 
of foot 
note 

42 26 9 04 9.04 
44 33 2,84 2.84 
47 15 fre free 
48 15 applted applied . 

52 Numder Number 
55 21 aggragating aggregating 
59 19 pgr per 
63 34 Commtttee Committee 

65 11 255.5 t 255.58 t 
67 6 and 10 guraoteed guaranteed 
70 3 1.01 1.1 
71 24 Co-opera ton Co-operation 
73 12 (-) 12. 6 (-) 12.36 
75 12 2,717.47 2,716.47 

(Bk) H--32-E 
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In 1977, the entire unit including ice plant was given out on lease for one 
year to a co-operative society which did not extend the lease for 1978; it was 
used for departmental storage of potatoes in 1978. 

2.7 Fruit caoning factory : 

2.7.1. Capacity and utilisation : 

A fruit canning factory at G1ndevi, with a cap1city of 5 to 6 tonnes 
per shift, was commissioned on 19th June 1975 at a tot1l cost of Rs. 13.14 

4 khs. The operational data of the plant for the 
December 1977 is summarised below :-

three ye1rs ending 

1975 1976 1977 

1. Working days available 164 304 304 

2. Number of days the plant actually N/ A 224 225 
worked 

3. Number of shifts per day 3 3 3 

4. Total number of shifts the plant N/A 451 396 
actually worked 

5. Production (in tonnes)-

(a) Mango pulp, juice : 
N/A Budgeted 350 400 

Actual 31.500 106.400 369.900 
(b) Tomato ketchup : 

N/A Budgeted .. 50 20 
Actual Nil 19.000 1.900 

(c) Processed vegetables : 
N/A Budgeted 250 200 

Actual Nil Nil 87.000 
(d) Other : 

II Budgeted .. N/A 30 
Actual Nil Nil 3.300 

6. Shortfall in production (in tonnes) : 

(a) Mango pulp, juice .. N/A 243.600 30.100 
(69.6) (7.5) 

(b) Tomato ketchup .. N/A 31.000 18.100 
(62) (90.05) 

(c) Processed vegetables N/A 250.000 113.000 
(100) (56.5) 

(d) Others . . N/A 26.700 
(89) 

(Figures in brackets indicate percentage of shortfall) 
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The reasons for shortfall in production as analysed by the Management 
for the years 1976 and 1977. were as under :-

(i) Failure of mango crop and abnormal high prices of mangoes 
(1976 and 1977). 

(ii) Increase in prices of tomato to an uneconomical level (1976) 
and failure of tomato crop (1977). 

(iii) Non-availability of vegetables at reasonable prices due to heav 
rains (1976). 

(iY) Late receipt of tins (1976). 

(Y) Boiler capacity of 350 Kg. per hour was insufficient to cope up 
with the daily production of mango slices and vegetab les. 

In order to improve the boiler capacity, the Company is considering to 
shift spare oil fired boiler at Bareja plant of Gujarat Agro-Oil Enterprises 
Limited and instal it at this plant. The boiler has not been shifted so far 
(April 1979). 

There is no system of working out losses in production by comparing 
the quantity put through the process and quantity of finished products 
obtained. The Company has also not fixed any norms of handling and 
process losses. 

Although 1he factory has been in operation since 1975, a detailed system 
of costing nas not been introduced. A statement is prepared quarterly 
showing the total costs of production for controllable ~nd non-controllable 
expenditure under different heads, revenue earned and profit/ loss incurred 
for the quarter and up to the end of that quarter for information of the Board 
of Directors. Io the absence of detailed costing stystem, selling prices are....­
fixed on the basis of market conditions, keeping in view the prices o 
similar products of other manufacturers. 

2. 7.2. Spoilage of canned products. : 

During the year 1976, the Company manufactured 18,926 Kg. tomato 
ketchup. Out of this, 9,264 Kg. stock valuing Rs. 0.36 lakh was written 
off during the year 1977 as it had outlived its shelf-life and could 
not be put to sale in the market under the Food Products Order, 1975. 
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Percentage of spoilage was very high. The :Management has not 
1nvesLig.ited the r\!Jso ns for excessive proJuclion or why the products 
could not be so ld within its shelf-life. 

2.7.3. Export of canned fruit and regetahle products : 

(a) The Company accepted (11th May 1977) an offer from Gujarat 
Export Corporation Limited, another State Government Company for 
purchase of mango juice a nd pulp for the purpose of export with the follow­

~ ing stipulations regarding delivery :-

(i) Mango j uice would be exported by lhe buyer in the monlhs of 
July- August 1977 and ma ngo pulp by the end of July 1977. 

(ii) If the buyer desired to have delivery over a prolonged period, 
the rates would be raised to the extent of interest on the inventory at 
the rate of 15 per cent on f. o. b. price for the period for which 
the goods were kept. The buyer confirmed the offer on 17th May 
1977 and agreed to lift the material by the end of September 1977. 

The buyer Company had not lifted so far (November 1978) 14,990 car­
tons of mango juice valuing Rs. 7.49 lakhs manufactured as early as in 
August 1977. In this connection it may be mentioned that there is no pro­
vision in the sale order, fo r recovery of damages if the ordered qua ntity is 
not lifted by the buyer. 
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The Company has not fixed any keeping period of canned foods. How­
ever, normal keeping period is reported to be 18 months. As the period 
of 18 months has already lapsed, the material will not be approved under 
Food Products Order of the Government of India and m:i.y have to be 
destroyed, as there is limited demand for the product in the local market. 

(b) Rejection of exported goods : 

In the following cases, the products exported by the Company through 
the exporting firms have been rejected by the health authorities of the 
foreig n countries :- ,,. 

(i) Two hundred cartons of canned veget:ibles valuing Rs. 0.19 
lakh shipped to U. K. through a firm were rejected by the Port Health 
Authorities in U. K. in November 1977 on the ground of high lead con­
tents in the tins. (Lead contents of sa'tlples averaged out at 282 pirts per 
million which was considered above the maximum permissible limit of ' 
250 parts per million). 

T he .firm claimed reimbursement from the Company stating th Hit was 
the normal responsibility of all manufacturers of processed foods in India 
for reimbursing the foreign buyers for either quality claim or rejection of 
goods by importing countrie~' health authorities. The final decision has 
not been taken on t he claim (January 1979). T he Management has, how­
ever, not investigated whether the tins were sub-standard and if so, the 
circumstances in which the said tins wh ich did not satisfy the internationally 
accepted standards of permissible lead contents were purchased for 
packing products meant for export . 

(ii) In August 1978 the Company shipped 500 cartons of mango juice 
(each carton containing 48 X 170 gms. tins) valuing Rs. 0. 19 lakh 
f. o. b. through a firm of Bombay, to Abu Dhabi (United Arab Emirates). 
T he shipment was on condition that in the event of rejection of goods by 
the health authorities in the country of import, the Compa ny woul~ 
compensate the agents to the extent off. o. b. value of goods. The above 
carto ns were rejected a nd destroyed by the health authorities of Abu 
Dhabi as being unfit for human consumption. The Lloyd's survey 
report contained a statement to the effect that "it is possible that this con­
signment came in contact with water at some unknown stage in transit". 
T hus a lthough the fault of the Company was not est:iblished, the agent's 
claim for compensation was accepted for Rs. O. l9 lakh by the Company 
in January 1979, because of undertaking given to the agent to compensate 
him for rejection of goods hy the health authorities in the importi 1g count­
ries. 
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2.8. Working results : 

The working results of the Company for the four years ending 3 lst 
December 1977 were as follows. :-

_l Sales and other income 
rjncrease in stock 

Expenditure (including prior 
period adjustments) 

Profit (+)/Loss(-) before 

1974 

46.17 

46.17 

47.57 

1975 1976 1977 

(Rupees in lakhs) 

43.33 59.30 76.16 
0.96 5.16 13.26 

44.29 64.46 89.42 

50.09 56.66 85.59 

tax and development rebate (- )1.40 (-)5.80 c+ )7.80 <+ )3.83 
reserve 

Progressive loss (before (-)7.07 (-)12.87 (-)5.07 \ (-)1.24 
devevelopment rebate reserve) 
up to the end of the year 

The unit-wise details of pro.fit/ loss as analysed by the Management arc 
given below :-

Units 1974 1975 1976 1977 

(Rupees in lakhs) 

Head Office (-)0.02* (-)0.75* 
Deesa (+)0.50 (-)1.23 (+ )7.19 <+ )3.73 
Boria vi (+ )0.04 (-)1.14 (+ )2.69 (-)0.59 
Chhani (-)1.83 (-)2.09 (-)0.74 (+)0.08 
Gandevi (-)0.09 t (-)1.34 (-)1.34 (+)1.36 

Total (-)1.40 (-)5.80 (+ )7.80 ( + )3.83 

• Roprcscnts uo1 ecouped expe~1ses. 
t Repr{-sents !.Iha.re of head office expenses and interest.on loan taken Crom the 

hold ng company ror the installation of fruit oannin.i:t factory at Oanrlevi. 
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The Management explained the profits / losses for the four years as 
under:-

(i) The loss of Rs. 1.40 lakhs suffered by the Company in 1974 was 
attributed to the loss incurred by Chhani unit (Rs. 1.83 lakhs) which 
was due to less procurement of potatoes. The loss was partly off-set 
by profits in Deesa and Boriavi units. 

{ii) During 1975,all the units incurred losses due to market fluctuations, 
resulting in lower realisation of sale prices of potatoes as compared to 
procurement prices, and the commencement of fruit canning factory \ 
m the middle of the year. ~ 

(iii) The profit of Rs. 7.80 lakhs has been earned during 1976 after 
setting off losses of Rs. 0.74 lakh (Chhani unit) which was due to non­
utilisation of capacities by the Food Corporation of India and Rs. 1.34 
lakhs (Gandevi unit) which was due to high prices of mangoes and non­
availability of packing materials in time. 

(iv) Jn 1977, only Boriavi unit had incurred a loss of Rs.0.59 lakh 
which was due to switching over of business from porocurement and 
sale to hiring of capacities. 

2.9. Internal audit : 

From the accounts of 1974 onwards, the Company appoints every year 
a firm of Chartered Accountants as internal auditors, at an annual fee of 
Rs. 3,000. The scope of the work covers vouch ing of all prime entry books 
like cash book, sales and purchase journals, etc. and to submit half yearly 
audit reports in respect of all four units (three cold storages and one fruit 
canning factory) and also head office. 1 he internal auditors are also 
re qui red to carry out annual physical verification of all assets of the Company 
at the four units and to submit their report to the Company. During the 
year 1977, fourteen reports were submitted by the internal auditors. 

Besides, the firm of Chartered Accountants, the internal audit cell of the 
holding company also conducts the internal audit of the Company. 
Internal audit cell had submitted its report (January 1978) in respect of the 
audit of the Company conducted by it for the period 1st January 1977 to 
31st October 1977. 

2.10. Summing up 

From a reading of the above, the following points emerge :-

(i) Loss in revenue due to cancellation of rented space due to non­
recovery of reservation charges and heavy losses of potatoes in storage 
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in excess of normal percentage, which are not investigated (paragraph 
2.6.1 .). 

(ii) Under-utilisation of ice-plants (paragraph 2.6.2.). 

(iii) Under-utilisation of fruit canning factory (paragraph 2.7.1.). 

(iv) Spoilage of canned products in p acked tins and their rejection by 
the purchasers; reasons for spoilage and sub-standard packing due to 
which goods were rejected by purchasers not investigated (paragraphs 
2 .7.2. and 2.7.3.). 

(Bk) H-29--3 
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SECTION ill 

GUJARAT AGRO-OIL ENTERPRISES UMITED 

3.1 Introduction : 
Gujarat Agro-Oil Enterprises Limited was incorporated on 21st April 

1971 as a subsid iary of Gujarat Agro Industries Corporation Limited. 
The main object of the Company is to extract oil from bran , nu~:;, oil 

S.-!eds, oi 1 cakes and other substances. 
1n ordLr to fulfil its objectives, the Company has undertaken th-:: ,.l. 

following activities :- / 

(i) extraction of oil from rice bran a t its captive plant, 
(ii) purchase and sale of ground-nut oi l on its own, and 
(iii) procur .. ment of ground-nut oil from millers as levy on bth~lf of 

Stat'! Government and its distribution through fair-price shops. 
These activities are discussed in the succeeding paragraphs. 
1 he management of the Company is vested in a board of twelve directors, 

including the Ch·\irman and the Managing Director, who are nominated by 
the holding company. One -third of the number of directors arc nominated 
by the holding company and are permanent directors. 

T he working of the Company was reviewed in paragraph 12 of Section 
Il of the Report of the Comptroller and Auditor General of India for the 
year 1973-74 (Commercial). 
3.2 Capital structure : 

The authorised capital of the Company is Rs. 50.00 lakhs, dividLd into 
50,000 shares of R-:. 100 each. The paid-up capital as on 31st Dlconb. r 
1977 was Rs. 6.16 b khs, out of wh ich shares for Rs. 6.00 I[ kli.s wen: 
subscribed by the holding company. 

3.3 Working results : 
T he table below summaries the worki ng results, of the Company for 

th e four years up to 31st D ecember 1977:-

Income : 
Sales .. 
Other income 

~ncrease( +)/ decrease(-) 
rn stock 
Total income 

1974 1975 1976 1977 
(Rupees in lak hs) 

181.42 124.87 280.15 148.81 
10. 15 17.68 7.67 -1-2.30 

---
J 9 1.57 142.55 287.82 19 1.1 1 

<+ )10.71 (-)9.42 {+)J.88 (- )5. 11 
---

202.28 133.13 289.70 186.00 
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1974 1975 1976 1977 
(Rupees in lakhs) 

Expenditure : 

Goods, raw materials, stores, 162.37 104.55 244.69 109.48 
etc. 

Salaries, wages, allowances, 8.86 5.90 5.12 7.42 
etc. 

Other expenses 32.07 29.78 32.87 42.48 

Total expenditure 203.30 140.23 282.68 159.38 

Profit(+)/Loss(-) before 
income tax 

(-)l.02 (-)7.IO <+ )7.02 <+ )26.62 

Provision for income tax 8.56 

Net profit after tax (-)1.02 (-)7. IO (+ )7.02 (+ ) I8.C6 

The losses during 1974 and 1975 were attributed by the Management 
to (i) unsatisfactory operating results of Kapadwanj plant taken on lease 
(which was commented in paragraph 12.4 of Section II of the Report of 
the Comptroller and Auditor General of India for 1973-74 (Commercial) 
and higher interest charges (1974) and (ii) decline in the prices of rice bran 
oil which ruled high at the beginning of the year (1975). 

The profit in the year 1976 was attributed (June 1977) to efficient working 
of the rice bran oil extraction plant coupled with steady market conditions. 
The increase in profit during 1977 can be ascribed to large scale agency work 
of procurement and sale of ground-nut oil on behalf of the State Govern­
ment, which brought a substantial income of R s. 39.79 lakhs by way of 
commission/service charges. In addition, surplus has arisen in respect 

.._ of amounts received from Government to cover incidental charges on 
transportation , loading, unloading, storage, stacking, etc. at a fiat rate, 
against which the actual expenditure incurred by the Company was much 
less (vide remarks in paragraph 3.6 below). 

3.4 Rice bran oil extraction plant : 

3.4.1 Delay in commissioning : 

A contract for the supply, fabrication and erectio n of the machinery 
for extraction of oil from rice bran was awarded in April 1971, on turn­
key basis, to a firm of Bombay for Rs. 17.27 lakhs. The terms of the 
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contract, inter alia, provided for handing over the plant, duly commissioned. 
on 7th January 1972, failing which penalty a t 0.05 per cent of tbe value of the 
work, for each day of delay in completion of the plant, was leviable, sub­
ject to a maximum overall penalty of 5 per cent of the value of the order. 
The plant was handed over on 1st August 1972 with a guara ntee for satis­
factory performance for one year, i.e. up to 31st July 1973. Against the 
maximum penalty of Rs. 0.86 lakh leviable, the Company, considering 
the delay was partly due to circumstances beyond the control of the firm, 
recovered (December 1977) a token penalty of Rs. C\05 lakh. 

The final trial run of th~ plant was taken on 17th July 1972. Durio 
the operation of the plant, the meal cooler (valuing Rs. 0.75 lakh) of t e 
plant did not work sati..f..ctorily. The meal cooler used to get clogged 
and the loss of fines of the deoiled m1..al was observed by the Company 
to be exces<;ive, i. e. 3 per cent as against the normal fines loss of l per 
cent, due to defects in the design of the meal cooler. As the meal cooler 
was found to be non-workable, it was di :.connccted and ktpt idle from 
March 1973. 1 he contractor did not set right or rt-place the meal cooler. 
The Company recovered (D .. cernber 1977) Rs. 0.40 lakh only towards 
estimated cost of modifications to the meal cooler; the loss suffered on 
account of excessive lo:.s of fines was not taken into account. The meal 
cooler has not yet bc.n r"plac.d or modifkd (April 1979). 

3.4.2 Operation of the plant : 

(a) 1 he ddaib of the number of days the plant actually worked and 
the productiv~/ non-productive hours are indicated below :-

1974 1975 1976 1977 

Working days available 299 308 357 354 

2 Less : Annual maintenance days 41 38 29 104 

3 Net working days av •. i:able 258 270 328 250 
4 Number of days the plant 216 247 297 205 

actually worked 

5 Shortfall in working days 42 23 31 45 

6 Working hours available 5,184 5,928 7,128 4,920 

7 Productive hours 4,411 5,109 6,189 4,260 

8 Non-productive hour .. 773 819 939 660 

9 Perccnt~g1.. of non-productive 14.9 
hour .. to working I.ours. 

13.8 13.2 13.4 
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Reason-wise break-up of the shortfall in working days and in productive 

hours, as explained by the Management (December 1978), is analysed 
below:·-

1974 1975 1976 1977 
Reasons 

Days Hours Days Hours Days Hours Days Hours 

I. Break-down of the 29 11 619 31 743 37 544 
plant 

ii. Power failure 1 5 128 110 6 87 

111. Shortage of raw- 12 7 72 86 2 29 
materia ls, hexane, 
fuel, etc. 

Reason-wi e break-up of shortfall in productive hours is not available 
for 1974. 

It will be seen that the break-down of the plant has contributed the 
maximum loss of working days a nd productive hours in addition to 
closure fo r normal annual maintenance. 

(b) Deta ils of the qua ntity of rice bran processed and finished products 
obtained for the four years up to 1977 are given below :-

Working days available (excluding a nnual 
maintenance days) 

Proo:ssing capacity per day (in tonnes) 

Proc~s, ing capacity per year (in tonnes) 

Actua l quantity processed (in tonnes) 
(a) Rice bran 
(b) Other (neem, mah11va cakes, etc.) 

Products obtained (in tonnes) 

(a) Oil 

(b) Oil-cakes 

1974 

258 

40 

10,320 

6,273 
3,243 

1975 

270 

40 

10,800 

9,448 
388 

1976 

328 

40 

13, 120 

14,756 

1977 

250 

40 

10,000 

10,01 8 

9,516 9,836 14,756 10,018 

1,584 1,267 2,086 

8,729 8,524 12,782 

1,331 

8,702 

1 he Company has not laid down the norms for loss of oil in the process. 
In the contracts for purchase of rice bran, the Company stipulates a mini-



inum 16 per cent oil content in the rice bran. The following table gives 
the details of rice bran processed, oil obtained and loss of oil in process 
for the three years 1975 to 1977 :-

Rice bran processed 

Quantity of oil that should have been 
obtained at stipulated percentage 

Actual quantity of oil obtained 

Oil left out in oil cakes at I per cent of quantity 
of cakes (as per trade practice) 

Total quantity of oil obtained 

Percentage of oil obtained 

Shortfall in yield of oil: 

(a) Quantity 

(b) Percentage 

Value of shortfall (Rupees in lakhs) 

1975 1976 1977 

(Quantities in tonnes) 

9,448 

1,511 

1,244 

80 

1,324 

14.03 

187 

1.97 

7. 11 

14,756 10,018 

2,361 1,603 

2,086 1,331 

128 87 

2,214 1,418 

15.05 14.15 

147 185 

0.95 1.85 

6.54 6.11. 

The Management had stated ( August 1978) that for low quality o_ 
rice bran, rebate in prices was being recovered from suppliers. 

3.4.3 Costing : 

Although the plant has been operating since 1972, a detailed and scientific 
costing system, has not heen introduced. The Company is, therefore, no­
in a position to fix selling prices, based on cost. The selling prices ar• 
determined on the basis of market trends in Bombay and Gujarat. ~ 

Taking into acount the total cost of operation of the plant (excludine 
head office overheads), the running of the plant resulted in a Joss o 
Rs. 17.58 lakhs in the year 1975 and profit of Rs. 2.84 lakhs and Rs. 7.6 : 
lakhs in the years 1976 and 1977 respectively. 

3.4.4 Excess consumption of hexane : 

For extraction of oil from rice bran, raw rice bran is required to b 
dissolved in a solvent called 'hexane'. The suppliers of plant had guarantee 
t he maximum consumption of hexane at 14 litres per tonne of rice bra 
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processed. The details of the quantity of rice bran processed and hexane 
consumed during 1972 to 1978 are given below:-

Year Consump- Actual Optimum Excess Average Cost 
tion of rice consump- consump- consump- price of of 

bran tio n of tion of tion of hexane excess 
(in tonnes) hexa ne hexa ne hexa ne (in hexane 

(in litres) e nvisaged (in litres) rupees con-
(in litres) per sumed 

litre) (Rupees 
in lakhs) 

1972 2,492 90,538 34,888 55,650 J.08 0.60 
1973 812 23,584 l 1,368 12,2 16 1.36 0.17 
1974 8,435 1,24,948 1,18,090 6,858 2.40 0.17 
1975 9,707 1,93,0 16 1,35,898 57, 11 8 2.30 1.31 
1976 14,756 l ,75,679 2,06,584 2.30 
1977 10,018 l ,f!2,86 I 1 ,40.252 42,609 2.30 0.98 
1978 12,277 l ,81,441 l ,71 ,878 9,563 2.37 0.23 

The extra cost due to the excess consumption of hexa ne was Rs. 3.46 
la khs. The Compa ny could not recover penalty from the suppliers for 
the excess consumption, as certa in preco ndit ions covering the guarantee 
for hexane consumption, viz. op eration of the pla nt at optimum capacity 
and quality of raw mater:ia ls cou ld not be fulfi lled by it. 

3.4.5 Annuul maintenance and repairs : 

The plant is normally shut-down for annua l maintenance, overhual and 
repairs in Octobcr-Novcrmber er.ch yL ar. 1 he details of the annual expendi­
ture on repairs incurred for the four years from l 974 to 1977 are given 
below:-

Year 

1974 
1975 
1976 
1977 

Expenditure 
on repai rs 

(Rupees in lakhs) 

0.22 
0.15 
0.04 
2.38 

In the middle of 1977, consumption of hexane was rising gradually. The 
Company, therefore , decided to carry out major overhauling in the plant 
so as to replace many parts worn out on account of continuous functioning 
since tt.e commissioning of the plant . The plant w2.s, therefore, closed 
down in the middle of September 1977 a nd it remained under shut-down 
and rcp~irs till the end of the year. The plant was brought to use in January 
1978. Though there was marked improvement in the consumption 'Of 
hexane it continued to be in excess of the optimum as will be seen from 
the details in paragraph 3.4.4 above. 
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3.5 Idle stores : 

In paragraph I 2.4 of Section TI of the Report of the Comptroller and 
Auditor General of India for the year 1973-74 (Commercial), mention 
was made about the Company taking an oil mill and a cotton ginning and 
pressing factory at K apadwanj on lease for five y1,;ars f,·om I 5th November 
l972 and a fter running the mill for two years, termi na ting the lease on 
15th November 1974. On the date of returning the Units to the lessor, 
the Company had on hand stores valued at Rs. 0.77 lakh purchased for 
running of the units. These stores were transferred to the oil extraction 
pla nt at Bareja in D ecember 1974. The Compa ny did not promptly as 
the usefulncsc; of these stores for Bareja Plant and take action for their 
disposa l. Th-! stores were not usefu l to the p lant and were lying idle, block­
ing up the money as well as storage space. Stores va lued at Rs. 0.15 
lakh w.:re sold in July 1978 for R e;. 0.08 lakh. Action for di ,,posal of the 
remai ning c;tores of Rs. 0.62 lakh remained to be taken (April 1979). 

3.6 Procurement of ground-out oil on behalf of the State Government : 

In November 1976, the State Government entrusted to the Company the 
work of procurement of ground-nut oil from millers under the voluntary 
levy scheme for the 1976-77 season and its sub.>equent distribution to the 
public. The expenses for collection were to be met by Government. While 
the co ... t of oil was to be reimbursed on the basis of invoices of millers, the 
incidental expenses on procurement and distribution , like transporta tion, 
loading, unloadi ng, st~cking, storage, quality examination charges, commis­
sion to sub-agents, octroi, remittance charges, etc. were to be paid a t 
a fixed rate of Rs. 3. I 5 per tin purchased. For the services rendered, the 
Company was to rec1..ive i.e rvicc charges at 60 pa isc per tin purchased. 
1 hese rates for incidental expenses and service charges were fixt d by Govern­
ment in December 1977 on the basis of the costing data fu rnished by the 
Company in July 1977. 

Between December 1976 and December 1977, the Compa ny recovered 
from Government Rs. 199.07 lakhs towards incidental expenses, on the­
basis of the fixed ra te, for 63,19,724 tins of ground-nut o il. 1 he actual 
incidenta l expenditure incurred by the Comany up to 9th August 1978 
(when about 47,000 tins of oil wore in stock) was Rs. 135.15 lakhs; thus a 
surplus of R e;. 63.92 lakhs was generated. Out of this, Rs. 2.67 lakhs in 
respect of octroi charges will be required to be refunded to Government 
as per the instructions of Govern me nt, leaving a net s urplus of Rs. 61.25 
lakhs with the Company. T he Management stated (February 1979) that 
lesser expend itu re, particularly in respect of transporta tion and storage, 
was mainly consequent to despatch of oil from oil mills directly to distribu­
tion points instead of through storage poi nts as anticipated earlier while 
fixing the rates; and tha t actua l liability for the expenses could not be worked 
out as the bills for expenses were awaited from some age nts. 
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The Company also received Rs. 37.80 lakhs as service charges from 
Government. Actual administration expenses incurred for the work 
amounted to Rs. 17.59 lakhs. Thus, the Company made a profit of 
Rs. 20.21 lakhs on this deal. 

3.7 Internal audit : 

From the accounts of the year 1975 onwards, the Company appoints 
every year a firm of Chartered Accountants as internal auditors,at an annual 
fee of Rs, 2,000. The scope of the work covers vouching of all prime entry 
books like cash book, s:iles and purchasejournals, general journals (every 
alternate month), bank reconciliation on the last date of audit, surprise 
counting of cash and stores at each visit and stock-taking at the end of the 
year. During 1977, three reports were issued by the internal auditors. 
The reports of internal auditors did not bring out any important points 
of irregularities or lapses. 

Besides the firm of Chartered Accottntants, the internal audit cell of the 
holding company also carries out internal audit of the Company. The 
internal audit cell conducted audit for the year 1977 and submitted a report 
in March 1978. 

3.8 Summing up : 

vrom a perusal of the above paragraphs, the following points emerge :­

(i) Delay in commissioning rice bran oil extraction plant, taking over 
the plant with a defective meal cooler which has not been replaced though 
a token penalty has been levied (paragraph 3.4.1). 

(ii) Losses of working days and productive hours in operation of the 
plant, mainly due to the brea k-down of the plant [paragraph 3.4.2(a)]. 

(iii) Non-fi xing of norm for loss of oil in processing [paragraph 
3.4.2(b)]. 

(iv) Non-maintenance of a system of costing for rice bran oil extrac­
tion plant (paragraph 3.4.3). 

(v) Excessive consumption of hexane, inspite of heavy expenditure 
on repairs and overhauling (paragraphs 3.4.4 and 3.4.5). 

(vi) Surplus stores of leased oil mill kept idle for four years without 
adequate action for disposal (paragraph 3.5). 

{Bk) H-29-4 
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SECTION IV 

GUJARAT AGRO-MARINE PRODUCTS LIMITED 

4.1 Introduction : 

Gujarat Agro-Marine Products Limited was incorporated on 17th 
December 1971 as a subsidiary of Gujarat Agro Industries Corporation 
Limited. It commenced business from 6th June 1972. 

The main objects of the Company are to :-

(i) carry on business of surveying. prospecting, catching, selling. market­
ing, import and export of all varieties of fish and marine products and 
their by-products; and 

{ii) carry on business of manufacturing, servicing, repairing, renting, 
selling, import and export of boats, trawlers and other equipment. 

The management of the Company is vested in a board of twelve directors, 
including the Chairman and the Managing Director. 

4.2 Capital structure : 

The authorised capital of the Company is Rs. 200.00 lakhs, divided into 
two lakh shares of Rs. 100 each. The paid-up capital as on 31st December 
1977 was Rs. 25.01 lakhs, subscribed wholly by the holding company. 

In addition, the Company had also obtained loans from the holding 
company, from the State Government and deferred payment credit from 
the builders of fishing trawlers. Total amount of loans outstanding as 
on 31st December 1977 was Rs. 119.88 lakhs as detailed below :-

(i) Loan from the holding company 
(ii) Loans from the State Government 
(iii) Deferred payment credit 

(Rupees in lakhs) 

28.01 
47.22 
44.65 

119.88 

In respect of the loans of Rs. 47.22 lakhs from the State Government 
received for purchase of two Mexican fi shing trawlers, the State Govern­
ment has agreed (February 1977), to grant subsidy equal to the amount 
of interest paid by the Company for the first five years from the dates of 
drawal of the loans. The holding company, in respect of its loan, had 
decided not to charge interest for the years 1974 to 1977. 
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Deferred payment credit, reprsenting 80 per cent of the price of two Mexican 
trawlers equivalent to US. $. 5,37,662, carries interest at 7 per cent and is 
guaranteed by the State Bank of India which in turn has obtained a counter­
guarantec from the State Government and the Company. 

Mention about some aspects of the working of the Company was made 
in the Report of the Comptroller and Auditor General of India for the 
year 1973-74 (Commercial). Subsequent test-check (September 1978) 
disclosed the following :-

4.3 Working results : 

1 he working results of lhc Company for the three years ending 31st 
December 1977 wen: a:. follows :-

Sales and other income 

0 Increase(+)/ decrease(-) in stock 

Expenditure 

Profit(+ )/loss (-)for the year 

Prior period adj ustmc n ts 
expenditure(-)/ receipts (+ ). 

1975 1976 1977 

(Rupees in lakhs) 

75.17 69.80 137.29 

(-) 1.52 (+) 1.85 (+)12.69 

73.65 71.65 149.98 

80.72 74.21 145.66 

(-)7.07 (-)2.56 <+ )4.32 

(-)0.15 (-)0.15 <+ )0.36 

Progressive loss to the end of the year (-)38.30 (-)41.01 (-)36.33 

The continued losses for the two years 1975 and 1976 were ascribed by 
the Management to failure of the fishing season, resulting in poor procure­

'\ ment and downward trend in price of fish products like fish meal. The 
"' Company earned profit for the first time during the year 1977; this was 

mainly from the margin available in sale of boats and commission on sale 
of marine engi nes and outboard motors. The statutory auditors of the 
Company h:ive reported that the expenditure to the extent of Rs. 3.18 
lakhs incurred on itemslikc guarantee fee to the State Government/ Bank, 
interest charges, s 1 l:i ries and a llow .rnc:!s, advertisement, travelling expenses, 
etc. which had been capitalised, was of revenue nature. This would have 
reduced the profits for th·.! year if it h:id not been capitalised but treated as 
rev\!nue expenditure. 

Because of the continued heavy losses, the Board of Directors co nsidered 
(March 1976) tha t unless the Company could diversify and expand its 
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activities, the prospects of the Comapany were bleak and till some final 
solution was found, the Company should cut its losses by stopping all its 
activities in trading in fish. The Company has diversified by taking up 
building of boats (August 1975) and distribution of marine engines 
(April 1974). 

4.4 Operations : 

The Company has undertaken the following activities :-

(i) procuring and selling fresh and dry fish and fish-meal powde~ 
(ii) construction and sale of wooden fishing trawlers, 

(iii) operation of deep sea fishing by trawlers and 

(iv) distribution of 'Ruston' marine diesel engines and 'Johnson' 
outboard motors. 

The salient features relating to some of the above activities of the 
Company are discussed in the subsequent paragraphs. 

4.5 Sale of fi!1b and by-products : 

4.5.l Exploitation of fresh water tanks : 

The Board of Directors approved a scheme in April 1975 for exploita­
tion of inland water for fishing according to which the Company was to 
undertake exploitation of 65 tanks within one year to catch 150 tonnes 
offish, as detailed below :-

District Number of tanks Expected catch 
(in tonnes) 

Kaira 50 10 
Godhra 5 70 (i 
Baroda 5 30 --Kaira (irrigation tanks) 5 40 

65 150 

The operation of the scheme was expected to bring in a net margin of 
Rs. 1.05 lakhs per annum. The scheme was operated from January 1975 
to August 1975, during which period total catch of fish was 11.544 tonnes 
at cost of Rs. 0.78 lakh; the scheme was abandoned after August 1975 
due to poor results. The Company suffered a loss of Rs. 0.23 Jakh in 
running this scheme. 
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The Company attributed (January 1978) the poor performance to 
(i) basing the expected catch on figures furnished by the Commissioner of 
Fisheries, (ii) location of tanks at distant places from one another involv­
ing loss of time in moving from one tank to a nother, (iii) shortage of per­
sonnel for full exploitation, and (iv) low productivity of fish in the tanks. 
It may be stated that neither any project report was prepared nor any expert 
associated before the scheme was taken up. 

4.5.2 Shortage of dry fish : 

~Veraval unit of the Company adjusted, during the period from May 
1974 to October 1974, 80 tonnes dry fish (Dhoma and Kutto) in the stock 
register on account of shortage. This shortage valuing Rs. 1.18 Iakhs 
was adjusted without investigation and was approved by the Board of 
Directors in October 1975. 1he shortage was stated to have arisen due to 
transfer of dry fish to Jafrabad unit for processing into fish meal, where it 
remained unutilised for long time till it got infested and destroyed by 

r- maggots. The Company had not fixed any norms for storage loss of 
dry fish. 

~ 4.5.3 Loss in disposal of vehicles and stores ; 

As the activity of purchase and sale of fish was resulting in heavy losses, 
the Company gradually reduced and brought to a standstill these activities 
by March 1976. As a result, some vehicles and packing materials 
purchased earlier were sold. In this connection the following points were 
noticed :-

(i) One jeep and one pick-up van purchased in February / August 
1972 ( cost. : Rs. 0.62 lakh and depreciated va lue as on 1st January 
1975 : Rs. 0.43 lakh) were sold in August 1975 at Rs. 0.11 lakh, resulting 
in a loss of Rs. 0.32 lakh. 

(ii) In response to invitation of tenders in August 1975 for disposal 
of one Bedford truck purchased in September 1972 (cost : Rs. 0.55 

~ lakh), the highest offer received was for Rs. 0.20 lakh against deprecia­
ted value of Rs. 0.35 lakh. Due to delay in communicating acceptance 
of the offer, which was done on 24th November 1975 i.e. after expiry 
of the validity period on 15th September 1975, the tenderer refused to 
accept the delivery. The truck was ultimately sold by auction in Apiil 
1977 at Rs. 0.07 lakh, resulting in a loss of Rs. 0.28 lakh. Had the 
communication of the acceptance been made within the validity of the 
offer the Joss would have been Rs. 0.15 lakh. Reasons for the delay 
in acceptance of the offer were not recorded. 

(iii) Packing materials of Rs. 0.56 lakh purchased in 1972 for 
export trade, which was discontinued in 1973, were disposed of in 
May 1976 for Rs. 0.13 lakh, resulting in loss of Rs. 0.43 lakb. 
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4.6 Loss in operation and sale of boats 

Mention was made in paragraph 13.6 of Section II of the Report of the 
Comptroller and Auditor General of India for the year 1973-74 (Commer­
cial) about uneconomic operations of 10 boats purchased for departmental 
catch of fish. In this connection, the following further points have been 
noticed :-

(i) Operatio>t during fishing season 1974-75 : The Company hired out 
seven boats to fishermen during the fishing season 1974-75 (October 197it. 
to May 1975) while three boats were operated departmentally. Fr~ 
the departmenL1l operations, the Company earned Rs. 0.19 lakh from 
sale of fish caught against which an expenditure of Rs. 0.83 lakh was 
incurred, resulting in a loss of Rs. 0.64 lakh. On the boats hired out,.. 
the Company received Rs. 2.66 lakhs as hire charges and incurred. 
expenditure of Rs. 6.09 lakhs by way of depreciation, interest, repairs 
and insurance charges, resulting in loss of Rs. 3.43 1akhs. 

(ii) Sale of Boats : (a) Because of heavy losses, the Company decided. 
(February 1975) not to operate the boats in the fishing season 1975-70 
but to dispose them of to intending :fishermen. After spending Rs. 1.21; 
lakhs on repairs to these boats to make them sea-worthy, the boats wert= 
sold to ten fishermen for Rs. 14.00 lakhs against the depreciated value= 
of Rs. 15.53 lakbs. An amont of Rs. 0.16 lakh was realised from sale 
of the accessories. The Company, thus, suffered a loss of Rs. 2.6L 
lakhs in the sale of these boats. 

(b) Out of the sale price of Rs. 14.00 lakhs, an amount of Rs. 12.0C 
lakhs was recovered as under : 

(Rupees in lakhs) 

Down payment by fishermen 

Paid by--
Gujarat State Financial Corporation treating 
as advance to fishermen. 
State Government treating as subsidy to fishermen 

1.00 

8.50 

2.50 

The Company bad treated the balance Rs. 2.00 lakhs as advance to th~ 
fishermen, which was secured by second charge on boats, recoverable ii:!'!!" 
18 monthly instalments commencing after one month from the dates o_ 
delivery (April 1976 to October 1976) of the boats. (No recovery was tc 
be effected during the months of June to August). The interest on the 
advance was recoverable at 12~ per cent per annum. Instalments aggre­
gating Rs. 1.32 lakhs and interest of Rs. 0.36 lakh were in arrears on 3 l s 
December 1977. 
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In January 1978, the Company decided to waive interest on the condition 
that the fishermen should pay the instalments regularly. However, the 
fishermen are not paying instalments regularly. Although, the Manage­
ment had stated (September 1978) that legal act ion would be taken for 
recovery of the outstanding amount; no steps in this direction have been 
t:tken so far (April 1979). 

4.7 Boat building yard : 

Performa11ce.-Wit1l a view to divt.rsify its activities the Company decided 
August 1975) to set-up a boat building yard at Porbandar. Initially, 
target to build ten boats during the year l 976 was fixf.d (September 1975) 

w ich was revised (January 1976) to twt.nty boats. The Company 
collected deposits from the intending fishermen a t the rate of R s. 10,000 
per boat with the condition to deliver tlle boats within six montlls from the 
date of deposit. The selling price per boat was fixed at Rs. 50,500 for 
size 42' OAL (over au length) and Rs. 67,670 for size 48' OAL up to 
June 1977 and thereafter a t Rs. 56,100 and R s. 75,735 respectively. 

Twenty three boats were built at cost of R s. 13.35 lakhs and 19 boats 
(cost : Rs. 6.66 lakhs) were under construction on 31st December 1977. 
Out of the 23 boats, nineteen (cost : R s. 10.30 lakhs) were sold up to 
December 1977 at Rs. 11.47 lak hs. No estimate of cost was prepared . 
1 he average cost of manufacture of a 42' size boat amounted to Rs. 45,598 
and for a 48' size boat R s. 57,278 up to June 1977 and Rs. 72,817 there­
after. Although the cost of manufacture o f individual boats varied 
from R s. 37,253 to Rs. 52,632 for 42' boat and from Rs. 51,045 to 
Rs. 64,469 up to June 1977 and from Rs. 68,074 to Rs. 75,854 from July 
l 977 for 48' boat, the Company has not analysed the reasons for wide 
variations in cost of manufacture of individual boats. 

1he Company made a profit of Rs. 1.30 lakhs in sale of 15 boats and 
incurred loss of Rs. 0.13 lakh in sale of four boats. Because of fixed price, 
the Company could not recovt.r escalation in cost of manufacture. 

It was also noticed that the Company had not strictly adhered to recovery 
of deposit at Rs. 10,000 per boat in advance and also not mai ntained the 

"binding due date of delivery of boat within six months from the date of 
depos it; delay ranged from four to eight months. 1he delay was attributed 
(January 1979) to the fact that manufacture of boat was star ted only after 
clearance of loan by Gujarat State Financial Corporation to the fishermen . 

4.8 Deep sea fishing : 

4.8.1 Purchase of trawlers 
Although the Company was incurring heavy losses in fishing trade, 

it decided (February 1974) to undertake deep sea fishing activty through 
tr~wlers, taking advantage of a scheme of the Government of India 
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formulated in June 1973 for arranging import on a limited scale, up tc 
two trawlers per party with arrangement for construction and supply o 
equal number of indigenously manufactured trawlc:rs. The Government o. 
India aUotted (April 1975) two trawlers offered by a firm of Mexico. 

After negotiations with the Mexican builders, a price of US $ 3,36,03S 
per trawler (equivalent to Rs. 28.42 lakhs), for delivery ex-builder's yard, 
was agreed in February 1976 between the Government of India and the 
builders. According to the terms, 20 per cent of the price was to be paid 
within 30 days and the balance 80 per cent of the price was payable in 13 
half yearly instalments, with interest at 7 per cent on reducing balance 
commencing on completion of 12 months from the date of delivery of 
trawlers. For this credit allowed, the Company was to furni\11 a letter 
of guarantee from its bankers in favour of the banker of the builders. Total 
expenditure of Rs. 73.70 lakhs had been incurred on the purchase of the 
trawlers up to June 1978. 

4.8.2 Delay in operations : 

As per the production schedule communicated by the Mexican builden 
through the Government of India (June 1976), the two trawlers were tc 
be delivered by July 1977, which was subsequently extended to Octobe· 
1977. The trawlers were taken over by the Company's representative a 
Mexico on 8th November 1977 and ferried to Houston for onward trans 
portation to India on board a vessel of the Shipping Corporation of Indi2 
Limitc.d. Although the trawlers reached Houston during the last wed 
of November 1977, the vessel of the Shipping Corporation of India finall! 
sailed for India on 3rd January 1978 and off-loaded at Cochin on 9th Februar 
1978 instead of at Bombay as desired by the Company due to the floatin! 
crane at Bombay port being out of commission. An expenditure o 
Rs. 14.69 lakhs has been incurred on transportation of the trawlers. A 
the trawlers had to be subjected to certain modifications as per require 
ments of Mercantile Marine Department of India (MMD), tht.:Y could be 
put to commercial operations only from January 1979. The 8 months 
period of guarantee a bout the materials used for construction and work 
manship for proper functioning stipulated in the contract had alread: 
expired in July 1978. 

In view of the ex~ct<..d delivery of the trawler:; by October 1977, Uu 
Company envisaged (July 1977), a pro.fit of about Rs. 11.59 lakhs in 197f 
on operation of these trawlers which did not materialise as these trawler 
could be put into operations from January 1979 only. The Compan~ 
had engaged float staff since November 1977 on which expenditure of abou 
Rs. 0.14 lakh per month is being incurred. 

4.8.3 Defects in the trawlers : 

Although the Company had spent S 3,600 per vessel on supervision o 
trawle1s during construction, it had to carry out several modifications a 
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substantial cost to suit the requirements of Mercantile Marine Department 
of India apart from loss of time of over seven months after off-loading 
the trawlers at Indian shore. Although the delivery was taken after taking 
requisite trials in Mexico, the following defects/deficiencies were noticed 
in the trawlers during transit/ trial voyages subsequently:-

(i) Hydraulic pipe connecting the storage tank to the hydraulic pump 
of one vessel started leaking when load was given to the winch. 

(ii) The line throwing apparatus supplied by the builders were not -
rovided with rockets. As the make of this apparatus supplied by the 

ilders were not likely to be approved by MMD, a new apparatus had 
to be purchased and provided. 

(iii) 'Stability data', after conducting inclinat ion tests by American 
Bureau of Shipping, were not provided by the builders. 

(iv) Sea water pwnp of one vessel has been leaking and the sea water 
pump of another vessel is reported to be not of proper type needing 
replacement. Gear box of one vessel gave trouble during voyage from 
Cochin to Bombay and had to be repaired at an intermediate port. 

(v) Both the vessels were received without any spares for the main 
engines, auxiliary engines, the refrigeration system, echometer, etc. There 
are no representatives in Ind ia for the makes of engines, compressors 
and other equipment fitted on the vessels and the essential spares will 
have to be imported by establishing direct contact with the manufacturers. 

(vi) Running the main engine of one vessel at its normal 1,200 RPM 
is likely to heat up the engine excessively. 

4.8.4 As a precondition for release of import licence for purchase of 
Mexican trawlers, the Company had executed a bond, guranteed by the 
Government of Gujarat in August 1974, agreeing to place a n order for 
two indigenuous trawlers, fai ling which to pay Rs.6 lakhs to the Govern­
ment oflndia. No actio n has been take n so far (April 1979) to place order 

-for trawlers with . any Indian shipyard, pending assessment of the econo­
mics of operation of the imported trawlers. 

4.9 Summing up : 

From a perusal of the above paragraphs, the following points emerge 

(i) Heavy losses were incurred in the business of buying and selling 
fish , and fish products like fish meal, which amounted to Rs. 36.33 lakhs 
up to 1977 (paragraph 4.3). 

(Bk) H-29-5 
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(ii) Loss in exploitation of fresh water fish (Rs. 0.23 lakh), heaV) 
shortage in dry fish (Rs. l.18 lakhs), and loss in disposal of transporta 
tion vehicles and stores (Rs. 1.03 lakhs) due to discontinuance o 
business of fresh fish (paragraph 4.5). 

(iii) Heavy losses in operation/ hiring out of fishing boats (Rs. 3.4. 
lakhs), loss in the disposal of boats (Rs. 2.61 lakhs) and arrear 
(Rs. 1.68 lakhs) in the recovery of sale price (with interest) of the boat 
(paragraph 4.6). 

(iv) Although the main business of trading in fish had not proyt 
to be profitable, a decision was taken to purchase imported dee~ 
fishing trawlers at a cost of Rs. 73.70 lakhs (including price escalatio1 
of Rs. 4.44 lakhs) which have been put into operation very, late. Th~ 
trawlers received were found to contain defects/deficiencies in man~ 
respects requiring modifications at substantial cost (paragraph 4.8 

These observations were brought to the notice of the Company/Gover 
ment in October 1978; their replies are awaited (April 1979). 



5.1 Introduction : 

CHAPTER II 

STATUTORY CORPORATIONS 

SEGI'ION V 

There were five Statutory Corporations in the State as on 31st March 
=-~18. Four Corporations viz. Gujarat Electricity Board, Gujarat State 
~d Transport Corporation, Gujarat State Finacial Corporation and 
~uJarat State Warehousing Corporation were set up under the Acts of 
!:>arliament; and one Corporalion, viz. Gujarat Industrial Development 
:::orporation under an Act of State Legislature. 
:.2 Gujarat Electricity Board : 

5.2. l Gujarat Electricity Board was formed in May 1960 under Section 
- (1) of the Electricity {Supply) Act, 1948. 

5.2.2 Capital.- The capital requirements of the Board are provided by 
roans from Government, the public, banks and other financi al institutions. 

The aggregate of long-term loa ns, including loans from Government, 
obtained by the Board was Rs. 45,044.09 lakhs at the end of 1977-78 and 

presented an increase of Rs. 7,409.58 lakhs over the long-term loans of 
~s. 37,634.51 lakhs at the end of the previous year. Details of loans 
obtained from different sources and outstanding as on 3 lst March 1978 
as per the books of the Board were as follows:-

Source 

State Governmerrt 
Deferred payment credit from 
suppliers of equipment. 
Other sources .. 

Total 

Amount 
(Rupees in lakhs) 

30,242.66* 
48.00 

14,753.43 

45,044.09 

1 

5.2.3. Guara11tees.-Government bad guranteed repayment of loans 
•aised by the Board to the extent of Rs. 14,669.70 lakhs t a nd payment of 

nterest thereon. The amount of principal guara nteed a nd outstanding on 
::31st Ma rch 1978 was Rs. 13,797.29 lakbs.t 

* D ifferonco botweon tl1i<J figure and t ho figure o r Rs. 31 ,727.33 Ja khs exhibited in 
statement no. 18 of Finance Accounts 1977-71) is under roconciliation. 

t The.lo figures differ from Rs. 13.147.47 lakhs Rnd R '!.13,074.61 la f...hq oxhibited 
in etatemont no. 6 of Finanoe Aooounts l!J77-78. The difioronces are under 
rooonoiliation. 
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5.2.4.Profits.-The Board appropriated Rs. 213.28 Jakhs during 1977-7_8 
towards the general reserve in terms of Section 67 (viii) of the Electri­
city (Supply) Act, 1948. As adequate surplus was not available, interest 
liability to the extent of Rs. 439.85 l.akhs pertaining to 1977-78 on loans 
from the State Government was not discharged. The cumulative interest 
due butnotpaid as on 31st March 1978 amounted to Rs. 4,970.73 lakhs. 

A synoptic statement showing the summarised financial results of 
the Board for the year I 977-78 is given i u Appendix 'B'. 

5.3 Gujarat Industrial Development Corporation : 

5.3. l. Gujarat Industrial Development Corporation was established 
in August 1962, under the Gujarat Industrial Development Act, 1962. 

5.3.2. Capital.-Under the Act, the capital requirements of the 
Corpora tion are provided by loans from State Government, the public, 
banks and other institutions. 

The total long-term loans, including loans from Government, obtained 
by the Corporation was Rs. 4,162.09 lakhs at the end of 1977-78 and 
represented an increase of Rs. 423.62 lakhs over the long-term loans of 
Rs. 3,738.47 lakhs at the end of the previous year. Details of Joans 
obtained from different sources and outstanding as on 31st March 1978 
were as follows:-

Source 

State Government 

Other so urces 

Amount 
(Rupees in lakbs) 

1,251.4 7 

2,910.62 

4,162.09 

5.3.3. G11arantees.-Government had guaranteed repayment of loans 
rai~ed by the Corporation to the exten~ o~ Rs. 3,622.99 lakhs and payment­
of 10terest thereon. The amo unt of principal guaranteed and outstanding 
on 31st March 1978 was Rs. 2,386.12 Iakhs*. 

5.3.4. Profits.-The Corporation earned an excess of income over 
expenditure of Rs. 16.43 Iakhs on revenue account during the year J 977-78 
as against Rs. 14.90 Jakhs earned in the previous year. 

* Difference between this figure and th!' ffi.ru !' 01 Rs. 3,380.ll6 lakhs exhibited ir 
sta.temont 110. 6 of Fina.nee Account~ 1077-78 i11 undc1· roco11cHia.li1 .11 . 
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5.4 Other Statutory Corporations : 

5.4. l . Paid-up capita/.-Thc aggregate of the paid-up capita l of the 
three other Corporations, viz. Gujarat State Road Transport Corporation, 
Gujarat State Financial Corporation and Gujarat State Warehousing 
Corporatio n was Rs. 5,004.33 lakhs as on 31st March 1978 as against 
Rs. 4, 101.33 lak hs on 31st March 1977. T he capital of each Corporation 
as o n 3 J st March J 978 in terms of investmen ts made by the State Govern­
ment, the Centra l Government and others is indicated below :-

Name of the Corporation 

Gujarat State Road 
Transport Corporation 

Gujarat State Financial 
Corporation 

Gujarat State Warehousing 
Corporation 

State 
Govern­
ment 

Investments by 

Central 
Govern­
ment, 

Industri al 
Develop­

me1tt 
Bank of 

India and 
Central 

Warehous­
ing Cor­
poration 

Others 

(Rupees in lakhs) 

2,953.42* l , 128.9 l 

Tota l 

4,082.33 

389.0l 370.00 40.99 800.00 

64.50 57.50 122.00 

3,406.93 I ,556.41 40.99 5,004.33 

5.4.2. Long-term loans. - The long-term loans obained by the three 
Corporations and outstanding on 31st March 1978 amounted to Rs. 7,498.69 
lakhs and represented an increase of R s. 990. 19 lakhs over the outstandin~ 
balance of Rs. 6,508.50 lakhs at the end of the previous year. T he details 

* Dilfereuce between this .figurl" and the figure of R s. 2,912.9!) 'nkhs exhibited in 
atatemeut no. 14 of Finance Accounts 1977-78 is under recoocilio.tion. 
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of the long-term loans were as under 
Name of the Corporation Souraes of Joans 

Gujarat State Road 
Transport Corporation 

Gujarat State 6"inancial 
Corporation 

Gujarat State Warehousing 
Corporation 

State 
Govern­

ment 

4.26 

42.10 

Central 
Govern­
ment, 

Industrial 
Develop­
ment 
Bank of 
India and 
Central 

Warehous­
ing Cor­
poration 

Others 

(Rupees in lakhs) 

34.67 969. lO 

2,938.34 3,506.22 

4.00 

46.36 2,977.01 4,475.32 

Total 

1,008.03 

6,486.66 

4.00 

7,498.69 

5.4.3. Guarantees.- Government has guaranteed repayment of the 
share capital of Rs. 700.00 lakhs* of the Gujarat State Financial 
Corporation, which was outstanding on 31st March 1978 and payment 
of annual dividend of 3! per cent. 

Government has also guaranteed repayment of loans obtained by the 
Gujarat State Road Transport Corporation and of the loans and 
deposit, obtained by the Gujarat State Financial Corporation to the 
extent of Rs. 6,002.66 lakhs, of which, amount outstanding on 31st 

* This figure differs from the figures of Rs. 700.00 IBklie Bnd Rs. 600.00 lakh'I oxhlhit.ed 
in statement no. 6 of Jrinanoe Aooounte 1977-78. The difference is under 
recono11iatio11. 
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March 1978 was Rs. 4.212.83 lakhs as show11 bdow :-
Name of the Corporation Amount 

guaranteed 
Sums guara­
nteed and 
outstanding 
on 31st 
Marh 1978 

(Rupees in lal<lhs) 

Gujarat State Road 1 ransport 
Corporation. 

Gujarat State Financial Corporation 

771.61* 

5,231.05 

706.61* 

3,506.22t 

5.4.4. Profits and dividend.- 1he Guja,at State Road Transport Cor­
poration incurred a Joss of Rs. 363.91 lakhs, while the Gujarat State F inan­
cial Corporation and the Gujarat State Warehousing Corporation earned 
profits of Rs. 127.92 lakhs and Rs. 27.77 lakhs respectively during 1977-78. 
Relevant details in this regard are indicated below :-

Name of the Corporation Profit ( +) Interest Dividend Percen-
loss(- ) paid declared tage of 

before tax dividend 

(RupeelO in lakhs) 

Gujarat State Road Transport (-)363.91 224.68§ 
Corporation 

Gujarat State Fina ncial (+ )127.92 21.40 
Corporation 

Gwjarat State Warehousing ( + )27. 77 
Corporation 

7.32 

3.5 

6.0 

A synoptic statement showi ng the summarised financial results of 
working of these three Corporations for 1977-78 is given in Appendix "B". 

*These fl~ures differ from those (Ra. 1,021 .61 ll\khs Md R s. 907.61 Jakhs) exhibited 
in eta.temenb no. 6 of Finance Aooounts 1977-78. The differences are under 
reooncilie.tion. 

t Dilfel'ence betwoon U1is flgure e.nd fi~re of R s. 4,687.17 lakhs e xhihite<l in statement 
no. 6 of Finant'e Accounts 1977-78 i'I under reconciliation. 

§ The entire capital has been contributed by the Oovernment of India and the 
&ta.te Government, <'fl which the C-01'poratio11 1s required t<> pay in~re11t. 
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GUJARAT STATE FINANCIAL CORPORATION 

6.01 Introduction.-The- Corporation was establi!.hed on 1st May 1960 
under &ction 3(1) of the State Financial Corporations Act, 1951 (herein­
after referrtd to as th<: 'Act'). The jurisdiction of the Corporation was 
extended to :;crvc the Union Territory of Dadra and Nagar Haveli also 
with effect from Jlth May 1967. 

6.02 Fuoctions.-(a) The Corporation is empowered, under the Act, 
to carry on and transact mainly the following kinds of business :-

(i) gi anting loans and advances or subscribing to debentures of 
industrial concerns ; 

(ii) unde1 writing and subscribing to share!>, bonds and debentures; 

(iii) guarante<:ing Joans, deferred paym<:nts raised by industrial con­
cerns in the open market or from scheduled ban~ or State 
co-operative banks; and 

(iv) acting as an agent of the Central or State Government, or Indus­
trial Development Bank of India (IDBI) or Industrial Finance 
Corporation of India or other financial institutions in respect of 
matters connected with, or arising out of the grant ofloans and 
advances or subscription to deb~ntures of industrial concerns. 

(b) Under Section 39(1) of the Act, the Boa1d shall be guided by such 
instructions on questions of policy as may be given to it by the State 
Government. No such instructions have b<:~n issued to the Corporation 
by the State Government. 

6.03 Capital structure : 

(a) The authorised capital of the Corporation fixed by the State Govern­
ment in terms of Section 4 of the Act, is Rs. 10 crores. The contributed_ 
capital as on 3 lst March 1978 was Rs. 8 crores as under :-

(a) State Government : 

(i) Under Section 4(3) of the Act 
(ii) Under Section 4(5) of the Act 
(iii) Special capital issued under 

Section 4A of the Act. 
40 

Number of 
shares held 

3,36,000 
3,015 

50,000 

Amount 
(Rupees 
in lakhs) 

336.00 
3.02 

50.00 
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Number of Amount 
shares held (Rupees 

(b) Industrial Development Bank of India : in lakhs) 
(i) Under Section 4(3) of the Act 3,20,000 320.00 
(ii) Special capital issued under 50,000 50.00 

Section 4A of the Act 

(c) Scheduled banks, insurance companies, 40,035 40.03 
co-operative banks and other financial 
ins ti tu tions 

Other parties 950 0.95 

8,00,000 800.00 

(b) Capital to the extent of Rs. 7.00 crores (other than special capital 
issued under Section 4A of the Act), has been guaranteed by the State 
Government as to repayment of principal and payment of annual minimum 
dividend of 3i per cent under Section 6(1) of the Act. 

(c) The Corporation raised special share capital of Rs. 40 lakhs during 
- 1976-77 and Rs. 60 Jakhs during 1977-78, making total of Rs. 100 lakh s 

up to 31st March 1978, contributed equally by the State Government 
and Industrial Development Bank of India. The object of raising 
this capital was to provide assistance on soft terms to new projects 
to be set up by technicians / entrepreneurs/craftsmen in the small 
scale sector, which were basically viable but which had difficulties 
of being implemented because of financial handicaps of the 
promoters. Under tbe scheme, new entrepreneurs / craftsmen were 
eligible to get assistance up to a limit of 20 per cent of the cost of a project 
or Rs. 2.00 Jakhs, whichever was less, to meet the shortfall in the expected 
level of normal financia l contribution of the promoters. The assis tance 
bears I per cent interest with a moratorium of 5 years. Up to 31st March 
1978, the Corporation was a ble to sanctio n assista nce aggregating Rs 9.70 
lakhs to eight units. By June 1978, the sanction of assistance rose to 

~s. 13.62 Jakhs, out of which disbursement of Rs. 4.60 Jakbs only (Rs. 2.60 
,_]akhs as loan a nd Rs. 2 lakhs by way of subscription to preference shares) was 

made. Tbe Management attributed (August 1978) the slow uti lisation 
of the funds to late receipt of clarifications sought from Industrial Develop­
ment Bank of India to the guidelines issued by the latter in December 1976. 

6.04 Resources and their utilisation : 

6.M.1. The table on page 42 indicates the position regarding net 
resources available at the end of each year and their utilisation for the 
three years up to 1977-78. 

(Bk) R-2!)- 6 
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As on 31st March 

1976 1977 1978 

(Rupees in lakhs) 
Resources : 

(1) Contributed capital 500.00 640.00 800.00 

(2) Reserves (including balance 225.52 321.13 399.52 
of profits) 

~ 
(3) Borrowings :- ,,,,,.... 

(i) Market bonds .. 2,185.37 2,790.36 3,289.50 
(ii) Fixed deposits 499.39 497.50 216.72 
(iii) Industrial Development 1,520.45 

Bank of India 
2,373.30 2,938.34 

(iv) Reserve Ba nk of India 270.00 
(v) State Government 53.39 2.10 42.10 
(vi) Overdraft from banks .. 35.14 61.77 13.92 

(4) Others (undischarged liabilities) 191.04 244.97 221.so -

5,480.30 6,931.13 7,927.60 

Utilisation : 
(1) Loans 4,736.87 5,554.23 6,562.06 
(2) Investment: 

Government securities 19.27 19.27 19.27 
Sha res/ debentures 117.74 117.74 119.78 

(3) Net capital assets 7.85 8.80 9 04 
(4) Other assets 

(Amount receivable) 
569.06 764.78 995.31 

(5) Cash and bank balances 29.51 466.31 222.14 

5,480.30 6,931.13 7,92 7.60 

6.04.2 Issue of bonds ahead of requirements : 
In February 1977, the Corporation indicated to Industrial Development 

Bank of India its requirement of funds for the year 1977-78 at Rs. 750.00 
lakhs and expressed its willingness to go in the market for issue of bonds, 
in May 1977. The Industrial Development Blnk of India permitted (May 
1977) the Corporation to go in for raising Rs. 300.00 lakhs with permission 
to retain subscription up to 10 per cent in excess. At the end of March 1977, 
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the Corporation's cash and bank balances were Rs. 466.31 lakhs out of 
which Rs. 449.00 lakhs were in term deposits. Even by the end of June 
1977, the Corporation had term deposits with banks amounting to Rs. 398.00 
lakhs. Still, it offered on 29th June 1977 bonds for Rs. 300 lakbs at interest 
of 6t per cent which were subscribed for Rs. 330.00 lakhs by seven banks. 
As the funds were not immediately required, the amounts were kept in 
fixed deposits with the same seven banks, for a period of 182 days at 5 per 
cent interest. Thus, the Corporation lost Rs 2.06 lakhs by way of difference 
in interest due to issue of bonds in advance of the requirements. During 
most part of the year 1977-78, the Corporation carried large cash balances 
(including term deposits) exceeding Rs. 300.00 lakhs and the balance as 
011 3 lst March 1978 was Rs. 222.14 lakhs. 

The Management stated (January 1979) that heavy disbursements were 
expected during the last three months of 1976-77 and the projected state­
ment of sources and uses of funds indicated a deficit of Rs. 1 crore. 
Though the expectations of the Management for heavy disbursement 
during 1976-77 did not materialise, it did not take steps to scale down the 
proposed amount for issue of bonds. 

6.04.3 Fixed deposits : 

Under Section 8 of the Act, the Corporation is authorised to accept 
from the State Government or with the prior approval of the State 
Government and the Reserve Bank of India (Industrial Development 
Bank of India from 16th February 1976), from a local authority or any 
other person, deposits repayable after the expiry of a period of twelve 
months or more from the date of making of the deposit. The State 
Government had permitted the Corporation to accept deposits up to 
Rs. 100 hkhs in December 1966 ; the limit was raised to Rs. 150.00 lakhs 
in June 1971 and to Rs. 400.00 lakhs in October 1974. The limit has 
been further raised to Rs. 500 lakhs in October 1975. 

The rates of interest approved by the Corporation from time to time 
were as under :-

Period of deposit Rates of interest (per cent) 

One year and above 
but up to 3 years.* 

Up to 10th 
September 

1974 

6.75 to 
7.50 

Above 3 years, but up to 5 years 7.75 

Above 5 years 8.00 

From 11th From 1st From 1st 
September July January 

1974 1977 1978 

8.00 6.00 6.00 

9.00 

10.00 

8.00 

10.00 

7.00 

7.50 

* Note:-Rate of 6.75 per cent was for deposits up to 24 months while 
the rate of 7.50 per cent was for deposits for 24 months and 
over but less than 36 months. 
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While revising the rates effective from 11th S:ptember 1974:, the Corpora­
tion decided th1t where the deposit was repaid before the date of maturity, 
interest was to be paid at two per cent less than the rate of interest appli­
cable to the period for which the deposit remained with the Corporation. 

6.04.4 Refinance and commitment charges : 

(a) As the Corporation's funds are tied up to the extent of commitments 
m1Je by it to the loanees, a nominal charge called commitment charge is 
levied on such loans which remain uodrawo after a specified period. Th 
levy of commitment charge at one per cent (f per cent for specified backwa 
districts) on the amount of loan remaining uodrawn after the expiry of a 
period ranging from 3 to 6 months of the date of sanction is incorporated 
as a condition in the sanctions issued by the Corporation. Where the loans 
are eligible for refinance, the Corporation decided (January 1977) to charge 
commitment charges from the date Industrial Development B:iok of India 
charged commitment chlrges on refinance and in other cases at the expiry 
of six months from the da te of s1nction. Similarly for the amount of 
refina nce sanctioned, the Industrial Development Bank of India charges 
from the Corporation, commi~ment charges at one per cent (t per cent for 
loa ns in specified b.'.lckward districts) for the amount remaining undrawn 
after six months. 

As the drawal of refinance is dependent on disburs~ment of the loans,the 
Corporation recovers commitment charges from the loanees for the amount 
of lo:ins rem:iining undisbursed and pays commitment charges to Industriil 
Development B:ink of India on the amount of refinance not drawn. The 
following figures show the amount of commitment charges paid by the 
Corporation to the fndustrial Development Bank of India and also reco­
vered by the Corporation from loanees during the five years upto 1977-78. 

Year 

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

Amount recovered 
from loanees 

Amount paid to 
Industrial Develop­
ment B:ink of India 

( Rupe'!s in lakh<;) 

3.34 2.10 
2,84 
5.11 
9.58 

5.96 
6.52 
7.33 
7.90 10.70 
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The commitment charges are accounted for on actual basis and the out­
standing recoveries are not assessed. The claims of Industrial Development 
Bank of India are paid half yearly up to June and December each year ; 
while in case of recovery from loanees, such amounts, are recovered as a nd 
when the party in default comes for loan instalment. It was decided by the 
Corporation (May 1978) to verify the reasons for commitment charges 
paid being on higher side than the commitment charges recovered during 
1976-77 and 1977-78 and to take steps to reduce the commitment charges 

ayable. No records in support of steps, if any, taken in this regard by the 
Corporation were made available. 

(b) It would appear that the system is defective in so far as the payments 
to Industrial Development B1nk of India are being made o n their claims 
without properly verifying and linking the undrawn amount in the ledger 
account of each loa nee. Moreover, the cases where the amounts have 
remained undrawn are not reviewed specifically to find out why the 
loanees are not forth coming for their disbursements, how they have 
proceeded with their projects, whether the balance loan undrawn could be 
cancelled, and simultaneously also to cancel the undrawn limit of 
refinance from Industrial Developme nt Bank of Indi a an:i thus s1ve 

commitment chuges. In this connection, the following points c1me 
to notice:-

(i) Out of the commitment charges of Rs. 9.00 lakhs pa.id half-yearly 
to the Industrial Development Bank of India on 26th August 1977 and 
24th February 1978, Rs. 2.76 lakhs represented commitment charges at 
one per cent on the refinance sanctioned during the period from 
1969-70to1974-75 but remaining undrawn . The Corporation h1s not 
taken any action to review the cases and get the refinance cancelled. 

(ii) Out of fifteen cases subjected to test check, in three cases, refinance 
of Rs. 7.94 lakhs, Rs. 5.64 lak!hs and Rs. 0.86 lakh sanctioned by the 
Industrial Development Bank of India in April 1975, May 1976 and June 
1977 respectively were not drawn by the Corporation due to non-disbur­
sement of loans upto March 1978. In aggregate Rs. 0.14 lakh were paid 
to the Industrial Development Bank oflndia towards commitment charges 
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during 1977-78 on these refinance sanctions. However, no commitment 
charges according to conditions of loan sanctions were being recovered 
f1om the parties, as the parties had not come forward to draw the loans 
and according to the p1acti~ in vogue, commitmtnt charges are being 
recovered at the time of disbursement of the loans. In three other cases, 
refinance sanctioned (Rs. 26.70 lakhs in 1974 and 1975) was partly drawn 
(Rs. 12.29 lakhs) and also fully repaid before 31st March 1978, yet no 
action was taken to assess the necessity of continuing the undrawn iefin­
ance for which commitment charges of Rs. 0.14 lakh we1e paid duri 
1977-78. In the remaining nine cases, refinance was sanctioned for 
Rs. 101.12 lakhs (during 1975 to 1977), out of which refinance drawn by th~ 
Corporation up to 31st March 1978 was Rs. 67.28 lakhs, commitment 
charges paid to Industrial Development Bank of India during 1977-78 
amounted to Rs. 0.38 lakh while commitment charges amounting to 
Rs. 1,301 only were recovered from the parties. 

The Management stated (January 1979) that, in deserving cases, the Cor­
poration waived the commitment charges notwithstanding the fact that it 
had to pay tlu:se charges to Industrial Development Bank of India ; that all 
cases of undrawn refinance were being review\.d by undertaking inspections 
of units with a view to find out whether the parties were i nteresttd in disbur­
sement, otherwise to get the refinance cancelled and that introduction of 
reconciliation between the statement of commitment charges of lndush ial 
Development Bank of India and the Corporation's records was undt1 
consideration. 

6.05 Operations : 

In fulfilment of its objects the Corporation has taken up the following 
activities :-

(i) Grant of loans to medium and small .scale industries. 

(ii) Giving guarantees for deferred payment credits obtained by the 
industries for purchase of machinery. 

(iii) Underwriting of shares issued by new industrie~. 

These activities are discussed in the succeeding paragraphs. 
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Sole proprietors, partnership firm~. private and public limited companies 
and co-operative societie~, which had set up or are proposing to set up manu­
facturing, mining, fishing, transpo1t or any other type of industry or for 
setting up an industrial estate in Gujarat State and the territoriei. of Dadra 
and Nagar Haveli are eligible for the loan asshtance. r Fo1 the grant of loans, the Corpo1ation bas formulated different schemes, 
as detaikd below, to meet the rcqui1ement of different types of industries/ 
cntre-preneurs :-

(i) New enttepc ... neurs scheme. 
(ii) Fishing loans. 
(iii) Transport industry. 
(iv) Mini loans scheme. 
(v) Interest frc" sales tax loans. 
(vi) General ~cheme-not covered under any of the special schemes. 

1

6.06.2 Sanctions and disl:JUrsements : 

(a) The table on pages 48-49 indicates the details of the Joan 
applications dealt with, sanctioned, lapsed and those pending at the end 
of each of the three years upto 1977-78 :-
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Particulars of applications 

(a) Pending at the beginning of the year 

(b) Received during the year 

(c) Dealt with during the year 

(d) Sanctioned during the year 

(e) Lapsed, withdrawn, closed and rejected 

(f) Difference between loan applied for and that 
sanctioned 

(g) Pending at the close of the year 

(h) Percentage of amount sanctioned (d) 
to applied for (c). 

(i) Percentage of amount lapsed etc. (e) to that 
applted for (c) 

U) Percentage of amount pt:nding (g) to the 
amount applied for (c). 

1975-76 

Number Amount 

472 2,166.79 

1,530 2,869.57 

2,002 5 ,036~ 
1,206 l ,979.15 

456 1,494.99 

641.62 

340 920.60 

39.3 

29.7 

18.3 

(Source: Annual Reports ofthe Corporation for the respective years.) 
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(Amounts-Rupees in lakhs ) 

J 976-77 1977-78 Cumulative since 
inception 

Number Amount Number Amount Number Amount 

340 920.60 201 783.71 

1,282 3,161.27 1,603 3,747.63 15,668 26,226.62 

1,622 4,081.87 1,804 4,531.34 15,668 26,226.62 

1,060 1,851.29 1,227 2,453.85 12,217 15,496.04 

361 1,090.86 269 959.99 3,143 7,154.01 

356.01 386.14 2,845.21 

201 783.71 308 731.36 308 731.36 

45.4 54.2 59.l 

26.7 21.2 27.3 

19.2 16.] 2.7 

(Bk) H-29-7 
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The table below indicates the position of loans sanctioned{net i.e. after 
deducting amount reduced/cancelled) and the actual disbursements during 
the five years upto March 1978 :-

Year 

1973-74 

1974- 75 

1975-76 

1976-77 

1977-78 

Loan applications 
sanctioned (net ) 

Number Amount 

1,032 1,757.28 

872 I ,850.63 

I , 135 1,610.94 

998 1,599.66 

l , 126 2, 190.73 

Loan disbursed 

Number Amount 

(Amounts- Rupees 

776 846.52 

994 1,432.43 

817 1,210.97 

658 1,2 19.99 

879 1,395.29 

Percentage 
of loan 

disbursed 
to loan 

in lakhs > 

48.2 

77.4 

75.2 

76.3 

63.7 

(Source : Annual Reports of the Corporation for the respective years). 

It would be seen from the above that the percentage of loans actuall) 
disbursed to th e sa nc tio ned amount declined from 76.3 in 1976- 77 to 63 .7 
in 1977-78. 

The Management attributed (January 1979) this decline to the GoverQ? 
ment's announcement of certain co ncessions in stamp duty, effective from. 
1st April 1978, which prompted the parties not to seek disbursement during 
the las t oua rter of 1977-78 . 

The Corporation has not prepared break-up of the undisbursed amount 
into a mounts pa rtly undrawn and fully undrawn . No da ta regarding ycar­
wise a nalysis of undisbursed amount was made. The main reaso ns for the 
undrawn amount were stated to be the delay in implementa tion of projects 
and non-complia nce with the prescribed requirements of the Corporation 
by the loanees. 
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(b) Amount-wise distribution of loa ns sa nctioned upto 1977-78is given 
below:-

Total sanctions upto Percentage of total 
3 lst March 1978 

Loan Particulars 
Number Amount Number Amount 
of units (Rupees in of units 

lakhs) 

) Upto Rs. 2 lakhs 9,316 4,976.64 76.3 32.I 

(ii) Over Rs. 2 lakhs and 969 3,161.00 7.9 20.4 
up to Rs. 5 lakhs 

(iii) Over Rs. 5 lakhs and 384 2,940.33 3.1 18.9 
up to Rs. 10 lakhs 

(iv) Over Rs. 10 lakhs 223 4,334.61 1.8 28.0 

(v) Flood loans, etc . 1,325 83.46 l0.9 0.6 

12,217 15,496.04 100.0 100.0 

(Source : 18th Annual Report of the Corporation for the year 1977-7i). 

It would be seen from the above that though loans in excess ofRs.10 lakhs 
constituted 1.8 per cent of number of units, such loa ns worked out to 28.0 

_per cent of the total amount disbursed, indicating that substantial portion 
of loan assistance has gone to a small number of larger units. 

6.06.3 R ecovery : 

1
6.06.3. l Outstanding loans: 

" ""- As on 31st March 1978, loans amounting to Rs. 6,562.06 Jakhs were 
o utstanding, as detai led below :-

Category 
of loan 

1. General loa n 

2. New entrepre­
neur scheme 

Purpose Number Amount 
of loanees out-

standing 
(Rupees 

in lakhs) 
Acquiring assets (open to a ll ) 4,042 5,402.98 

Promotion of new entrepreneurs 330 329.29 
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Category 
of loan 

Purpose Numder Amour 
or Joanees out-

3. Fishing loan Acqu isition of fishing trawlers 690 
and mechanisation of fishing 
vessels 

4. Transport Joan Acqui sition or transport veh- 166 
icles 

5. Mini loans (SSI) Loans to small sca le industries 1,15 1 
up to Rs. 10,000 in each case 

6. Interest free sales For encouraging selling up 
tax Joans new industries or for expan­

sions 

7. Rehabilitation 
loans 

Rehabilitation of units which 
suffered from natural or other 
diflic ul ties 

8. Central subsidy Loans pending receipt of sub­
sidy from the Government of 
India for setting up industries 
in backward districts 

temporary loan 

9. Balisana project Margin Joan for setting up 
loan industries at Balisana village 

10. Special 
Joan 

capital Loans granted to technicians, 
craftsmen, etc. for bridging 

diffe1."ence between normal 
expected contribution from 
promoter and actual contribu­
tion brought in as per his 
ability 

7 

662 

83 

6 

standir 
(Ru pet 
in Jakl: 

619.5 

39. 

57.9 

53.9 

25.l 

29.2 

3.2. 

1.3 

Total 7,138 6,562.0 

T he amount outstanding includes Rs. 1,426.70 Jakhs relating to the perioc 
from 1960-6 1 to 1967·68. The principal and interest overdue as on 31s 
March 1978 from 2,792 loanees amounted to Rs. 1,77 1.95 lakhs of which 
the principal outstanding was Rs. J,230.05 lakhs. The Corporation hac 
not, however, worked out the year-wise a nalysis of overdue instalments. 
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6.06.3 :2 Recovery performance : 

(a) Details of amounts that fell due and the amounts recovered 
during the three years up to 1977-78 are given below :-

1975-76 1976-77 1977-78 

Prin- Inte- Prin- Inte- Prin- Inte-
cipal rest cipal rest cipal rest 

(Rup~cs in lakhs ) 

I . Amount in arrears 189.03 93.22 654.18 264.24 1,002.87 349.76 
at the beginning of 
the year 

2. Amount that fell 776.32 441.37 742.90 442.89 652.69 554.15 
due during the year 

3. Tota l amount 965.35 534.59 l ,397.08 707.13 1,655.56 903.91 
recoverable 

4. Amount recovered 311.l 7 270.35 394.21 357.37 
during the year 

425.51 362.01 

5. Amount in arrears 654.18 264.24 1,002.87 349.76 1,230.05 541.90 
at the end of the 
year 

6. Ptrcentage of 32.2 
amount recovered 
to total amount 
recoverable ( 4 to 3 ) 

50.6 28.2 50.5 25.7 40.J 

(Source: The Corporation's Annual Rt.port!. of rc~pcctivc years ). 

The percentage of recoveries to total amount due has been low. It has 
not exceeded 33 per cent in the case of the principal and 51 per cent in the 
case of interest in any one of these three years. 

Arrears of principal ( Rs. 1,230.05 lakhs ) rcprcSl nted 18. 7 per cent of 
the total loans outstanding (Rs. 6,562.06 lakhs) at the end of March 1978 
and interest ( Rs. 541.90 lakhs ) was 67.41 per cent of interest accrued 
(Rs. 803.88 lakhs which includes interest accrued but not due of R~ . 261.57 
lakhs) as on 31st March 1978. 
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The category-wise brt.ak-up of the arrears of principal and interest as on 
31st March 1978 is as under :-

Principal Interest 

( Rupees in lakhs ) 

(i) Corporation loans .. 1,017.88 458.59 

(ii) New entrepreneurs scheme loans 42.35 28.99 

( iii) Fishing loans 114.16 37.75 

(iv) Transport loans 30.03 9.14 

(v) Small scale industries loans 25.63 7.43 

Total 1,230.05 541.90 

(b) Sick units : 

On 3rd February 1977, the Corporation decided to conduct a study of 
25 defaulting sick units from which Rs. 44.76 lakhs (principal : Rs. 22.13 
lakhs and inter1:st : Rs. 22.63 hkhs) were in arrears. The work wa assigned 
to a study team of Entrcpn.;neurship Development Programme (a training 
organisation set up by the four Corporations of the State ), at a fee of 
Rs. 0.25 Laich. 

The study repo1t, submitted in August 1977, revealed that out of 25 units 
selected , only 16 units (principal overdue: Rs. 16.49 lakhs and interest : 
Rs. 20. 79 Jakhs ) were really sick, six units ( overdue principal: Rs. 1.89 
lakhs and intere:.t : R~. 1.03 lakhs) W\;f\, doing well and were in a position 
to pay normal interest and insta lm1;nts a nd three units (overdue principal: I 
Rs. 3.75 lakhs and intere .. t : Rs. 0.81 Jakh) deserved drastic steps for reco- 1-....: 

very of the dues as the i ntcgrity and intentions of the parties were question- J 

able. In respect of four units (overdue principal : Rs. 4.25 lakhs, interest : 
Rs. 1.26 lakhs and other dues : Rs. 0.14 lakh ), the team had observed that 
laxity in follow-up action by the Corporation had pc.rmitted these units to 
default. 

The study team had furth er pointed out lack of proper post-disburse­
ment follow-up to review the progress and also fa ilure on the part of the 
Corporation to conduct systematic review of working results of the sick 
units. The Corporation considered (August 1977) the report and decided 
to implement the suggestions therein. Further developments are awaited 
(April 1979). 
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6.06.4 New entrepreneurs scheme loans 

(a) A scheme was introduced in 1973 for inducting new entrepreneurs hav­
ing experience in the techniques of prod uctio n, sales, accounting or other 
related fi elds for establishing industries. The scheme is operated by the 
Corporation jointly with the Gujarat Industrial Investment Corporation 
Limited and Gujarat Industrial Development Corporation. Under the 
scheme, small units having projects envisaging investments up to Rs. 3 lakhs 
in fixed assets are provided assistance up to 100 per cent, including margin 
for the working capital. This Corporation provides loan for meeting 90 
per cent cost of fixed assets whi le bala nce amount plus margin for working 

ital is provided by Gujarat Industrial Investment Corporation Limited. 
Sheds are provided by Gujarat Industrial Development Corporation. 
From 1st April 1978, the Corporation has taken over the entire operation of 
the scheme in order to faci litate the new entrepreneurs to get assistance from 
a single source. The rate of interest was fixed at 9 per cent. The loa ns 
are repayable tn half yearly instalments within a period of 4 to 9 years 
depending o n the type of the project. A moratorium of 24 months is 
generally given for gestation period. 

Under the scheme, 476 entrepreneurs were sanctio ned a total loan of 
.. R s. 533.58 lakhs up to 31st March 1978, out of which Rs.334.25 lakhs were 

disbursed to 330 entreprene urs. Amounts aggragating Rs. 327.99 lakbs 
were outstanding from 330 entrepreneurs as on 31st March 1978. Further, 
R s. 1.30 lakhs were due on account ofi nsurance, legal charges, etc. Interest 
outstanding on that date was Rs. 42.58 hkhs. 

Ru pees 42.35 lakhs as principal a nd Rs. 28.99 lakhs as interest were over­
due for recovery as o n 31st March 1978. An analysis of the default position 
for the three years up to 1977-78 is given below :-

Total a mount Total amount Percentage of 
Year of instalments of instalment default to total 

which fell due in default at amount due 
during the year the end of the 
(including arrears year 
a t the beginning) 

Prin- Inte- Prin- Inte- Prin- Jnte 
cipal rest cipa l rest cipal rest 

(Rupees in lakhs) 

1975-76 2.79 17.11 2. 14 3.93 76.7 23.0 

1976-77 20.45 17.41 19.60 12.02 95.8 56.3 

1977-78 45.47 22.63 42.35 28.99 93. 1 83.7 
It will be seen from the above table that the position of default is not 
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happy. The Corporation was not havi ng details of the cases where post­
disbursernent inspection was carried out a nd of the units which had ceased 
functioning . 

The Management stated (January 1979) that after taking over the entire 
operation of the scheme from the Gujar.1t Industri.il lnvestment Corporation 
Limi ted from lst April 1978, a ll cases finanaced were inspected and the survey 
revealed th1t the un its were facing marketing a nd financial problems as a 
resul t of which they were unable to honour the repayment commitments. 

(b) Entrcprrncurship Derelopment Programme : 

The Corporation has jointly org1nised , with three State Government 
undertakings ( Gujarat Industrial In vestment Corporation limited. 
Gujarat Industrial Development Corporation and Gujarat Small Industries 
Corporation Limited), entrepreneurship development programmes under 
which training is given to new entrepreneurs for setting up industries or 
trades. The Corporation shares equally with the other three undertakings 
the cost of this training which is provided by Gujarat Industrial Investment 
Corporation Limited. The scheme was introduced in 1971. After comple­
tion of trai ning for three months if the entrepreneur wants to establish an 
industry, he is given loan under 'new entrepreneurs scheme •. According to 
the Corporation's annual reportc;, 2070 prospective entrepreneurs were 
trained during the five years 1973-74 to 1977-78. However. details of per­
sons trained so far, number of persons who had started industries after get­
ting training and the actual number of persons out of them who were actively 
engaged in industrial sphere were no t available. As such, the results of the 
scheme and its elTect on new entrepreneur scheme loans could not be 
evaluated. 

6.06.5 Fishing loans : 

6.06.5.1 For helping the exploitation of the marine resources available 
off the west coast of the State, the Corporation introduced a scheme in 1971-72 
for assisting the fishermen. Under the scheme, loans for acquisition of 
fishing trawlers and/ or mechanisation of fishing vessels are advanced to 
the extent of 75 per cent of the value of assets. The amount is repayabl 
in monthly instalments (barring June to September being rough seasons) 
in a period ra nging from 4 to 7 years and interest is payable half-yearly in 
September and March each year. The vessels and/ or the accessories are 
to be hypothecated to the Corporation. 

Up to 3 lst March 1978, the Corporation sanctioned loans amounting to 
Rs. 819.43 Jakhs to 822 units. of which Rs. 667.80 lakhs were disbursed to 
693 units. As on 31st March 1978, an a mount of Rs. 619.58 lakhs was 
outstanding from 690 units. In a ddition, Rs. 64.38 lakhs were due as 
interest. The amou nts of overdue instalments of principal and interest as on 
3 1st March 1978 were Rs. 114.16 lakhs a nti R s. 37.75 lakhs respective1y. 
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The comparative position of the amount of instalments of principal 
and interest which fell due for repayment and the amount of principal and 
interest in default at the end of each of the three years upto 1977-78 were 
as under:-

Year Total amount which Total amount in Percentage of 
fell due during the default at the end of default to total 
year (including arre- the year amount recoverable 
ars at the beginning) 

(Rupees in lakhs ) 
Principal Interest Principal Interest Principal Interest 

1975-76 46.80 23.64 30.31 12.74 64.8 53.9 
1976-77 77.73 30.83 59.01 19.14 75.9 43.9 
1977-78 133.64 45.77 114.16 37.75 85.4 58.2 

The percentage of default is very high. The Management has not analysed 
the reasons for such heavy defaults. It was noticed that the documents 
bypothecating the marine vessels were not registered and hence loans were 
not properly secured. It was also noticed that suits were filed in respect of 
8 cases (Rs. 1.30 hld\s). In respect of 13 cases (Rs. 9.77 lakhs) no reco­
veries could be made for over two years and as such the uni ts were treated 
as closed* and action initiated for recovery. Out of 13 cases, five vessels 
were confiscated. 

The Management explained ( Januery 1979) that as the fishermen were 
from weaker section of the society, it had not been possible to effect recovery. 

The Corporation undertook in May 1977 a new scheme of assisting small 
mechanised sailing vessels. A loan of Rs . 68 lakhs was sanctioned to 10 units, 
of which an amount of Rs. 2.60 Jakhs only was disbursed to one unit. 
Collateral security of not less than 50 per cent of the loan is prescribed in 
addit icn to the mortgage of the vessels, etc. It is also prescribed that a 
percentage of realisation from sale offish by the units should be deposited 
to a special account in the name of the Corporation towards recovery of 
instalments. Such conditions were, however, not prescribed in earlier 
loans for purchase of fishing vessels. 

6.06.5.2 The following case deserves mention: 

A loan of Rs. 1.11 lakbs was sanctioned in October 1972 to a party for 
acquisition of a fishing trawler . The loan was disbursed on 26th April 
1973. The loa nee was in default ofpayrnent of instalment and interest. 
The trawler was confiscated on 2nd January 1976 and the entire loan with 
interest aggregating Rs. 1_25 lakhs was recalled on 25th Febnnry 1976. 
As the loanee paid a sum of Rs. 0. 07 lakh in cash, Rs. 0.08 lakb by a post-

* ("toe&d means loanees in default of repayment of ei .i m more instalments. 

(Bk) H-29-8 
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dated (24th March 1976) cheque and agreed to pay the balance amount 
of Rs. 1.10 lakhs in instalments, the trawler was released b) the Corpora­
tion o n 30th l\larch 1976. The post-dated cheque was dishonoured and 
the trawler was again confisca ted by the Corporation on 6th April 1976. 
The trawler was aga in released on 7th January 1977 on a payme~t of 
Rs. 0.05 lakh . In the meantime, the conditio n of the trawler had deteriora­
ted a s the engine and gear box got damaged by water entering the engine 
room and the Corporatio n had agreed to postpone recovery till October 
1977. But no further payments were received by the Corporation (Decem­
ber 1978). Jn this connection, it has been noticed that at no stage, the 
Corporation tho ught of obtaining additional security for the loa n of a ny 
oth er assets of t he loanee or third party guara ntee. 

The Management sta ted (January 1979) that a notice reca lling the loan 
had been issued a nd it was not the practice to ask for third party guarantee 
as such a condition would be difficult to be complied with by fishern.en 
who belong to weaker section. 

6.06.6 Transport loans ; 

The Corporation introduced , in September/October 1969, a schemt! for 
assisting truck operators/drivers. Refinance was av:.ilable on such loani. 
from IDBL The scheme was suspended from August 1974 in view of the • 
difficulties involved in recovery of dues. heavy defaults a nd the strain on 
the Corpora tions resources. 

D uring the operation of the scheme betwee n October 1969 and July 1974. 
the CorporJtion sa nctioned loans amounti ng to R s. 524.28 lakhs to 102U 
loanecs. The actual disbu rsement was Rs. 493.20 lakhs to 920 loanees. 
As a t 31st March 1978, Rs. 39.9 1 la khs were outstanding from 189 loa nees 
which includeinsurance. legal and other expenses recovera ble from them. 
In addi tio n, a n amount of Rs. 10.14 lakhs was ou tstanding as interest on 
those loa ns. T he amollnl in default of principal and interest in respect 
of 112 loa nees was Rs. 30.03 lakhs a nd Rs. 9. 14 lakhs respectivel y as on 
31st March 1978. Of the 112 defaul ters, 52 Joanees from whom a sum of 
Rs. 20.33 lakhs was outstanding, were declared by the Corporation to have 
ceased operatio ns. Suits were, however, filed in two cases where the out­
standing amount was R s. 1.26 lakhs. 

As per the terms of sanction. tl1e Corporation was to verify the existence 
of vehicles once in three months. T here was no record to show that the 
vehicles were duly inspected. Jn case of defaults in repayment. the Corpora­
tion is empowered to confiscatc:- the vehicles. However, confiscation was 
not re,orfed to in a big way up to 1972-73. The Corporatio n seized 58 
vehicks (up to 3 ls t March 1978) which have been disposed of by public 
a uction . Against total dues of Rs. 37.73 lakhs outstandi ng from them, 
Rs. 21.8 l lak hs were realised o n disposal. The bala nee of R s. 15.92 lakhs 
may have to be written off as loss after settlement of insurance claims 
(April 1979). 
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Tb..! Corporation had written off as bad debts an amount of Rs. 4.39 lakhs 
against 23 transport loanees. Out of this, an amount of Rs. 4.18 lak.hs 
was written off as it was found difficult to contact the concerned loanees 
who had no properties/assets, and that to file legal suits would be time 
consuming a nd expensive. No guarantee from third party was obtained 
before sanction of loan in any cnse. 

6.06.7 Mi11i loans (small scale industries loa11s) : 

ln December 1969, the State Government decided to transfer the work 
1 of sanctioning loans up to Rs. 10,000 in each case to the Corporation with 
~effect from 1st January 1970. According to this scheme, the Corporation 

advanced loa ns to smaJI entrepreneurs for acquisition of fixed assets. 
Loans up to 80 per cent of the cost of such assets were gra nted, leaving a 
margin of 20 per cent. T he rate of interest was concessional at 5 per cent 
(rnised to 6 p er cent from 6th March 1971) as tl1e State Government was 
subsidisi ng to the extent of J~ per cent. No refinance was, however, avai­
lable to tbe Corporation from Industrial Development Bank of India. 
The rJte of interest was increa ed Lo.7tper cent in 1974-75 and 8 per cent 
in 1976-77. to m~et tht; higher administrative cost. A service charge of 
1.5 pilr cent was also levied from 1974-75 o nwards. 

_, 
-... 

During 1977-78, the Corporation sanctioned Rs. 22.03 lakhs to 341 units 
as against Rs. 14.62 lakhs to 218 units in 1976-77 and Rs. 14.45 Ja khs to 
208 units in 1975-76. Up to 3 lst March 1978. loans aggregating Rs. 149.00 
lakh5 h<td been sanctioned to 2102 units, since inception. The po ition 
of defaulting units for the past three years is tabula ted below : -

As on 31st ~Larch Total Number of Amount in default 
number of defau lting 

units units Principal r nterest Total 
assisted 

( Rupees in la khs ) 

1976 1,543 739 16.30 5.31 21.61 

1977 1,761 532 20.35 5.37 25.72 

1978 2, 102 673 25.63 7.43 33.06 

According to the position on 31st :-.larch 1978, the percentage of total 
defaulting units to total units assisted works out to 32.0 while the instal­
ments in arrears (Rs. 25.63 lakhs) work out to 44.2 per cent of total loans 
outstanding (Rs. 57.94 lakhs). 
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The Corporation has decided that where Joa nees arc in default of six or 
more instalments, interest should not be accounted for on accrual basis. 
These units are known as closed units. Out of 673 units in default of 
Rs. 33.06 lakhs, 143 uni ts (amount in defau· t: R s. 8.49 lakhs) were treated as 
closed by the Corporation. It was furth .)r noticed that in respect of eight 
l oanees (Rs. 0.64: lakh) the parties were not in existence, while in respect 
of other eleven loanees (Rs. l.20la khs) the units were closed for wa nt of 
work or otherwise. In respect of 5 loanees (Rs. 0.58 la kh), suits were filed . 

A test check of 26 case files (Rs. I .45 lakhs) revealed that the appraisals 
made before sanctioning loans did not contain any specific information l 
relating to the credit worthiness of the parties. Post-disbursement i nspec;--9-
tion reports were not a vailable in a ny case. 

It was explained by the Ma nagement (January 1979) that the amount 
of loa n bei ng small, a deooiled appraisal was neither considered necessary 
nor desirable as it would entail lo t of work a nd result in delays and 
inco nvenience to the JJarties. The polic:,. of sa nctio ning loans without 
proper appraisal can lead to loans being sanctioned to parties from whom 
recoveries would be doubtful, leading to losses due to non-recovery, and the 
Joans not being used for the purpose for which they are sanctioned. 

6.06.8 Interest free sales tax loan : 

With a view to encourage setting up of new industries or subst1ntial 
expa nsion of existing industries in GL•j1rat, a new scheme was introduced 
by the State Government in January 1972, whereby existing industries 
desiring to establish new industrial units as well as new industries established 
in Gujarat were given interest free sales tax loa ns. This was intended to 
stimulate growth of industri~s in the State. The minimum capital outlay 
of such units was to be Rs. 7.5 lakhs. ':'he loan was repayable from the 

sixth year in which the loa n was first granted, in ten equal annuali nstalments. 
It was avai lable to such units which had paid sales tax, a ny where in India, 
of amounts not less than Rs. 2 lakhs per annum during the preceding three 
years or against the sales tax tha t would ':> :: paid out of its new production 
or expans ion over a period of 5 years after going into production. 

The Corporation a nd the Gujarat Industrial Investment Corporation 
Limited were to grant the loans from their own resources or against _ 
refinance facilities wherever available. The loan was to be limited to 
20 per cent of the capital outlay on f1e new unit expansion/industry. 
The financial agencies were to be su:>sid ised by Government to the 
extent of loss on account of interest, limited to the interest pa id on their 
borrowings pl us half per cent. The scheme was to be effective from 
January 1972 to December 1974 but it was continued thereafter. 

Up to 31st March 1978, the Corporation sanctioned total Joans amoun­
ting to Rs. 66.37 la khs to eight units under the scheme, inch1ding loans 
amounting to Rs . 53.94 lakhs disbursed earlier under the Corporation's 
normal schemes and brought under this scheme. It could be seen that 
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fresh assistance (Rs. 12.43 lakhs) und:r the scheme was very nominal a nd 
did not fulfil the objective of the scheme. 
6.06.9. Loan for an indus trial estate : 

A loan of Rs. 5 lakhs was sanctioned in February 1973 to a loanee for 
construction of a private industria l estate at Naroda, near Ahmcdabad, in 
an area where an esta te of Gujarat Industrial Development Corporatio n 
was in existence. An amount of R s. 0.35 lakh was disbursed between 
October 1975 and Avril 1976. Detailed appraisal of the Joan proposal, 
required to be made before sanction, was not made available to a udit. 
~owever, as three years bad lapsed since sanction, it was decided by the 
~Lporation in July 1976 that a fresh appraisal w,ts necessary. The loanee, 
Lhowever, did not co-operate and hence the Corporation reca lled the entire 
loan in December 1976. Up to March 1978, a sum of R s. 0.57 l,1kh was 
outstanding towards principal and interest (including penal interest). 
A suit was filed against the loa nee in October 1977 which has not been 
decided yet (April 1979). 
6.07 Deferre:1 payment guarantee. : 

The Corporation guarantees payment upto 90 per cent of the cost of 
the machinery purchased by the industries, in India, on deferred p.iyrnent 

~asis and charges ti per cent as interest on the balance outstanding a t the 
beginning of the year with ~ per ce'lt rebate for prompt payment. The 
Corporation obtains hypotT1ecation of such machinery and counter 
guarantee of the proprietor/ µ:irtners/directors of the unit assisted. If the 
instalments are not paid on due dates, the Corporation pays the supplier 
the due amo unt and trea ts it as a loan to the party at the usual rate of 
interest on Joans. Normally, guarantee is given by the Corporation for a 
period up to eight years. 

The following table indicates the details of the deferred payment 
guarantees sanctioned during the six years up to 1977-78 :-

Guarantee sanctioned Sanctioned outstand-
Year during the year ing a t the end of the 

year 

Number of Amount Number of Amount 
units (Rupees in units (Rupees in 

lakhs). lakhs) 
1972-73 6 38.13 32 l26.4S 
1973-74 2 18.88 30 116.09 
1974-75 2 12.67 28 110.59 
1975-76 3 43.65 27 90.62 
1976-77 (-)2.00 19 76.96 
1977-78 14 51.33 

Total since inception 47 326.80 
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Of the total guarantee sa nctioned, only ten units (Rs. 20.66 lakhs 
pertained to small scale industries. ~o fresh guarantees were sanctionec 
to small scale units since 1972-73. 

The Corporation has not collected the details of the amounts which i 
was required to honour in case of defa ults made by the parties for whom thf 
guarantee was given . A test check in Audit of the records revealed th at thf 
Corporation was required to make payments amounting to Rs. 33.73 lakh: 
up to 31st March 1978 in respect of eight parties who had defaulted in makin~ 
payment of instalments o n due dates, treating the amount as Joans to th1 
Out of these, three parties (amount involved: Rs. 17.34 Jakhs) have star 
repaying the amounts to the Corporatio n as loans; whereas other five pa 1e 
(amount involved : Rs. 16.39 lakhs) have not been repaying the dues to the 
Corporation. 

6.08 Underwriting or shares : 

(i) The Corporation started underwriting operations from 1964-65 
J nitially, the State Government was providing funds to the Corporatior: 
to enable it to purchase shares that devolved on it. This arra ngement wa. 
terminated with effect from 1st January 1974. The amount of Rs. 102.0. 
lakhs received for this purpose has been redeemed to Government in 1 975-7~ 
(Rs. 50.78 lakhs) and 1976-77 (Rs. 51.28 lakhs). The amount now investee 
in underwriting is from the Corporation's own funds. The Corporatio­
has, however, not laid down a ny norms or regulations for such investmen l 

(ii) Up to 31st March 1978, the Corporation underwrote shares fo 
Rs. 145.65 lakhs of 32 concerns, of which shares for Rs. 124.70 lakl: 
devolved on it (27 concerns). As on 31st March 1978, shares valued c: 
Rs. 119.78 lakhs were with the Corpo ration, 1•ide the details give:;; 
below:-

Shares quoted Shares T otal 
unquoted at cost 

Cost price Market 
value 
(Rupees in lakhs) ,..,..,-

Preference shares 25.57 21.-43 58.69 84.26 

Equity shares 22.40 12.60 13.12 35.52 

47.97 34.03 71.81 

The va lue of the unquoted shares has not been evaluated by t 
Corporation with reference to the financial position of the Companies. N 
reserve to cover the loss or fall in the value of shares underwritten has bee 
created. 
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(iii) T he Corporation received dividends on the investment as 
follows :-

(R upees in lakhs) 

1975-76 2.22 After adjustment of Rs. 0.52 lakh paid to 
Government under earlier loan arrangement. 

1976-77 U.44 

1977-78 9.29 

T he return on capital invested during 1977-78 was 1.8per cent on a total 
share holding of Rs 11 9.78 lakhs. The Corporation was holding shares 
of 23 concerns of which only six paid dividend d uring 1977-78. Sixteen 
concerns, where the Corporation's shareholding was Rs 66.14 lakhs, have 
not declared/ paid any dividend up to 1977-78. The Corporatio n was 
holding shares in five companies beyond the limit of seven years la id down 
under Section 25(1)(f) of the Act for disposal which ha ve not declared a ny 
dividend . 

(iv) The underwriting agreements. inter alia, stipulate that in the event 
of the Corporation being required to hold shares as a result of the under­
writing agreement, the promoters would re-pu rchase such of the shares as 
may have to be held by the Corporation, not later than seven years from the 

odate of allotment of such s hares. at face value together with the arrears of 
preferential dividend , if any, at the time of such re-pu rchase. There were 
12 such cases of a mounts aggregating Rs . 8 1.40 lakhs ( face value ). The 
M a nagement s tated (September 1977) that as per legal opinion , the 

-promoters couJd not be called upon to re-purchase the shares. 

=>.09 Government cf India subsidy for selected back.ward districts : 

In August 197 I, Government of India formulated a scheme for giving 
i.outright gra nt or subsidy to the industrial units to be set up in selected back­
~ard distric ts/areas . The scheme was essentially applicable to those units 
~whose total capital investment would not exceed Rs. 50.00 lakhs, increaied 
rto Rs. 100.00 la khs in June 1973 . The su bsidy was to be given at 10 per cent, 
iincreased to 15 per cent from !st March 1973, of cost of fixed capital invest­
anent. The scheme, inter a/ia, envisaged (i) registration of such eligible units 

-{

rior to taking effective steps to set uµ new unit or undertake substantial 
xpansion, (ii) setting up a State Level Commtttee to go into the eligibility 
f the units to qualifv for subsidy a nd the qua ntum o f subsidy a nd (iii) 

1omi nation of State Fina ncia l Corporation to work as a n agentfor disburse-
nent of the subsidy a nd cla iming the same from Central Government 
hrough State Government as also to get the amount of subsidy refunded in 
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cai;e the unit goes out of production within five years or due to other reasons. 
T here was no provi~ion in the sclteme for payment of interest to the 
Corporation, for the period intervening the actual disbursement of the 
subsidy by the Corporation and the reimbursement of the amount 
by Government. 

Under this scheme, the Corporation started disbursement of the subsidy 
to the units fi na nced by it, from February 1973. Afterthe payments are 
made, approval of the State Level Committee is obtained to regularise the 
payment. As the approval of the State Level Committee is very late i 
coming and reimbursement of the amount is further delayed, large sum 
are blocked up for long periods without earning any interest, as will. e 
evident from a detailed a nalysis of amounts recoverable towards subsidy 
as on 31st March 1978 given below :-

Already 
approved by 

the State Level 
Committee 

Awaiting 
approval of the 

State Level 
Committee 

(Rupees in lakhs) 

Cvrporation Loans 53.19 27.27 

' ew entrepreneurs scheme 0.81 l.95 

Small sca le industries scheme 0.30 

Total 54.30 29.22 

The amount of Rs 53. 19 lakh s comprised of claims of Rs. 13.38 lakhs 
related to the period fro m December 1975 to Februa ry 1977 a nd Rs. 39.81 
Iakhs related to the period from M arch 1977 to March 1978. On these 
claims, the Corporation has not earned any income by way of interest till­
the money is actually received as there is no provision in the scheme for 
such interest. The amount of loss ofi nterest on this account has not been 
assessed ( Anril 1979 ). 

Out of the claim of Rs. 13.38 lakhs relating to the period up to February 
1977, rdmbu rsement for Rs. 0.34 lr kh only pertaining to Jan11ary-Februar 
1977 was received in March 1979. The balance of Rs. 13.04 lakhs was out­
standing (April 1979 ). Out cf the claim of Rs. 39.81 lakhs relating to the 
period from March 1977 to March 1978, reimbursement of Rs. 35.83 lakhs 
was received up to April 1979. 
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6.10 Financial position and working results : 

6.10.1 Financial position : 

The financial position of the Corporation for the three years up to 
1977-78 is summarised below :-

1975-76 1976-77 1977-78 
(Rupees in lakhs) 

500.00 640.00 800.00 

Reserves and s urplus 209.58 303.56 378.13 

Borrowi ngs 4,563.73 5,725.03 6,500.58 

Trad'! du~s and cu rr~nt liabil itics 220.32t 27~.55t 255.S~i· 

5,493.63 6,941.14 7,934.29 
---- ----

Assets; 

Net fixed assets 7.85 8.80 9.04 

Investme nts (at cost ) 137.01 137.01 139.05 

Loa ns and advances .. 4,736.87 5,554.23 6,562.06 

Other curren t assets 598.56 1,23 1.09 1,2 17.46 

Dividend deficit 13.34 10.01 6.68 
---- ----

5,493.63 6,941.14 7,934.29 
---- - --- - ---

Capital employed* 4,740.90 5,970.95 7,173.65 

Net worth** 696.24 933.55 1, 171.45 

t Tnolucles dividend liabi lity c• f Rs. 15.94 lakh 11. lh. 17.57 lakhrl anrl H>1. 21.40 lnkhs I ior the yel\rll t n75-76, 1976-77 and 1977-78 re~pect'vcll. 

• Capita.I en..pl·•Yl"'l represents the mean of tne opening and Cllo«mg baton<'<'>< of poid-up 
ca.pita.I, b.1ncl.•, free r<.>!l<>rves an cl bcrrO\\ 111!!"· 

~* Xot W•lrtl1 reprl':ient" pu.id-up ca.pita! pl11' rc~orvo:i l•s' mhicellancoug expense~ and 
losse". 

(Bk) R-29- 9 
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6.10.2 Working results: 

(a) The working results of the Corporation for the three years up to 
1977-78 were as follows :-

1975-76 1976-77 1977-78 

(Rupees in lakhs) 
(i) Jacome 

Interest and dividends 

Other income 

(ii) Expenditure : 

Interest 

Other financial expenses* .. 

Bad debts 

Salaries and other adminis­
trative expenses 

(iii) (a) Profit before tax 

(b) Tax provision ( includ­
ing for previous year) 

(c) Profit after tax 

(iv) Percentage of profit after tax 
to : 

(a) Capital employed 

(b) Net worth . . 

(c) Paid-up capital 

(v) Percentage of salaries and 
other administr:itive expenses 
to interest and other receipts 
during the year · 

456.86 

29.62 

486.48 

284.54 

13.88 

22.45 

44.12 

364.99 

121.49 

49.00 

72.49 

1.5 

10.4 

14.5 

9.1 

* Includes expcn:ieii on guarantee fees 
commitment ohnrges. ' 

discount and 

575.67 

16.34 

592.0 1 

326.71 

33.76 

11.21 

69.67 

441.35 

150.66 

64.18 

86.48 

1.5 

9.3 

13.5 

614.57w 

18,M'I 

633.22 

401.11 

30.52 I 

5.35 

68.32 

505.30 

127.92 

47.97 

79.95 

1,.1 -

6.8 

10.0 

11.8 10.8 

"°'""~• •<•mp doty Md ~ 
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The Management attributed (July 1978) the decrease in profit of the year 
1977-78 to (i) non-charging of interest on loans in respect of accounts where 
suits have been filed (Rs. 55.54 lakhs), (ii) the burden of subsidy which was 
to be borne by the State Government (Rs. 32.32 lakbs) and (iii) reduction 
of penal interest (Rs. 27.19 lakhs ). 

(b) The Corporation has sanctioned m1n11num guranteed dividend of 
3.5 per cent on capital, other than the special capital. 1t has not declared 

ny dividend on special capital raised during 1976-77 and 1977-78. Up to 
19 7-68, the Corporation received subvention from the State Government, 
under Section 6 read with Section 35 of the Act, for payment of guranteed 
dividend amounting to Rs. 13.34 lakhs up to 1967-68. Since 1968- 69, the 
Corporation has been able to meet its dividend liability. The a mount of 
the subvention was repayable when the Corporation earned sufficient profits . 
In order to strengthen the resource position of the Corporation ,Government 
has, however, at the request of the Corporation, agreed (May 1978) to 
forego refund of the subvention amount subject to the condition that a special 
reserve of an equivalent amount is created which may be converted into 
capital at appropriate time. 

6.11 Summing up : 

From a perusal of the aboveparagraphs, tbefollowing points emerge:-

(i) Raising of funds too much in advance of requirements, vii. raising 
special capital of Rs. 1 crore against which disbursements were only to the 
extent of Rs. 4.60 Ja khs up to June 1978 [paragraph 6.03 (c)] a nd loss of 
interest (Rs. 2.06 lakhs) on raising bonds in advance and keeping them 
in fixed deposits (paragraph 6.04.2 ). 

(ii) Non-dra wal e r delay in drawal of sanctioned refinance 
resulting in substa ntial payment of commitment charges to Industrial 
Development Bank of India, which were even more than commitment 
charges recovered by the Corporation due to lack of system of reco­
vcri ng commitment charges from Corporation's loanees at fixed intervals, 
non-review of old cases of undrawn sanctions for cancellation resulting 
in continued payment of commitment charges, and lack of system of 
reconciliation of.figures of commitment charges as per statement of Indus­
trial Development Bank oflndia and as per the records of the Corporation 

( paragraph 6.04.4 ). 
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(iii) Declining trend of disbursement of loans vis-a-vis sanctions and 
non-preparation of ye1r-wiseanalysis ofuodrawn s~nctions with further 
break-up into amounts partly undrawn and fuliy undrawn [paragraph 

6.06.2 (a)]; substantial portion of loan assistance had gone to a small 
number of larger units [paragraph 6.06.2 (b) ] . 

(iv) Overall position of recovery of principal and interest show declin­
ing trend with the amount in arrears increasing; non-preparatio 
of age-wise analysis of arrears, a special study of25 sick units reveal 
laxi ty in follow-up action bv the Corporation in four cases ( paragrap11S 
6.06.3.2 and 6.06.9 ). 

. 
(v) Recoveries of principal and interest under new entrepi'en~

0

ur' scheme 
loans were very poor due to units facing marketing and financial problems 
[ paragraph 6.06.4(a)]; no data was kept of the persons trained under 
entrepreneurship development programme and number of persons who 
had engaged themselves in industries after training[paragraph 6.06.4(b)]. 

(vi) Heavy incidence of default in respect of fishing loans, transport 
Joans, mini loans ; non-registration of documents of hypothecation of 
marine vessels; non-confiscation of vessels, trucks, etc of defaulting 

loanees; sanction of loans without verification of antecedents or credit 
worthiness of the p1rties; outstanding insurance claims in respect of 
transport loans in default (paragraphs 6.06.5, 6.06.6 and 6.06.7 ). 

(vii) Liability for p.iyment of R s. 33.73 lakhs devo lving on the 
Corporation under the deferred payment guarantee scheme in respect of 
eight parties. out of which five parties (amount involved: Rs. 16.39 lakhs.).­
have not been repaying to the Corporation (paragraph 6.07 ). 

(viii) Aequi ition of shares (Rs. J 19.78 lakhs ), due to underwriting 

obligations, in 23 companies, out of which sixteen companies have not 
paid any dividend; the Corporation's inability to enforce an undertaking 

given by the promoters of 12 companies to re-purchase the shares (value. 

Rs. 81.40 Jakhs) at par within seven years due to some legal difficult; 
not noticed at the time of agreement (paragraph 6.08 ). 
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(ix) Disbursement of subsidy to industries in sele<:ted backward districts 
without prior approval of appropriate a uthority resu lting in blocking up 
of the Corpor~tion,s funds for long periods for which no interest is 
recoverable (paragraph 6.09 ). 

Ahmedabad, jUl \~,~ 
The • ~ 

~ 

New Delhi , 

The 0 JUL 19 /9 

M~~0 
c-: . 

Countersigned 

(S. RAMACHANDRAN) 
Accountant General, Gujarat. 

' 

(GIAN PRAKASH) 
Comrtroller and Auditor General of Iudia . 

. . 
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APPENDIX 

Summa.rind finaMial ruult• 

(Referred to in p &ragraph 1.01 

•SI Name of the C<. mpany 
N~. 

Date of Account 
incorporation for l he 

year 
Mding 

2 3 4 

1 Gujarat State Textile 30th Kovember March 
Corpo10.tion Limited 1968 1978 

2 Gujarat Export Corporation 14th Ootober 
Limited 1965 

3 Ouj&rat Industrial In vest- 12tb Aug Jst 
mout Corporation Limited 1968 

4 <:ujarat Miner&l De velop · 15th Mo.y 
ment Corporo.tion Limited 1953 

S Gujarat Communications aud 30th Mo.y 
Etootronios Limited 1975 

March 
1978 

March 
1978 

;'llo,·ch 
1978 

March 
l!l78 

Capita l P ro6.t( +) 
inve11t.cd Lo86 (-) 

s 6 

445.8'1 <+ )12.42 

4 1.79 (+ )I J.32 

(+ )1.61 

7411.13 (.l- ,46.17 

37.56 (- )5.23 

6 Guj&rat Sma.11 Tndustrie:1 26th May December 
C,,orporalion Limile.I 1962 1977 

159.43 (+)10,92 

7 Oujarat Sto.te He.nJ.icro.lts 10th August l\Io.rch 
and Hn.ndloom Develo p- 1973 1 977 
meut Corporation Linuted 

8 Gujt1orat State Construction 16th December July 
Corpo1 a.ti on Li mite<l 1974 Hl77 

9 Tourism Corporlltion of 10th June 
Gujarat Limited 1975 

10 Gujarat Agro Induitr ieil 
Corporation Limited 

9th Mo..1 
1969 

Augu11l 
1977 

March 
1978 

41.74 (- )2.39 

Pa bli c W orke 

(- )6.87 

Home 

11 .01 (- )0.45 

Agri ca lta re, Forast and 

518.86 (+)17.81 

11 Oujarat Dairy Development 29th Mar · h March 83.39 (- )11.77 

(- )17.491 

Corporation Limited l 973 1978 

12 Gujarat St.ate Forest Develo p- 20th August September 45.tH 
mea t Corporation Limited 1976 1977 
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'A• 

of Govunment Companit.1 

of Section I of Chapter I)'. 

( Figures in columns 5 to 9, 11and12 a.re in lakh;i of rupees) 

Total Interest on Total Percentage Cattal Total Percentage Remarks 
interest long-term return of total emp oyed return on of total 
Chs.rgeel loans on capital l'eturn on capital return on 
to Profit invosted capital employed capital 

nd Loss (6+8J" invested (6+ 7) employed 
unt 
2 8 {) 10 11 12 13 . 14 

CPower Deparlmen' 

24.26 24.26 36.68 8.23 445.80 36.68 8.23 

3.21 ll.32 27.09 41.16 14.53 35.30 

169.74 169.74 3,204.38 171.35 5.35 

19.48 19.48 65.65 8.76 569.64 65.65 11.52 

I.IO 1.10 (- )4.13 32.38 (-)4.13 

33.64 8.15 19.07 11.96 250.33 44.56 17.80 

0,98 0.98 (- )1.41 39.67 (- )1.41 

;;J)epariment 

17.01 11.71 4.84 3.34 200.88 10.14 5.05 

!!!Department 

(- )0.45 10.18 (- )0.45 

llCo-operaton Department 

7.02 1.04 lll.85 3.63 481.91 24.83 5.1 5 

1.29 1.29 (-)10.48 21.87 (-)10.48 

(- )17.49 26.54 (-)17.49 



SI. 
Xo. 

Name of the Company 

2 

13 Gujarat State Seeds 
Corporation Limited 

72 

Da tt1 of 
iooorporatio n 

3 

16th April 
1975 

14 Gujarat State Rural Develop- 8th July 
meot Corporation Limilea 1977 

15 Gujarat Sheep and Wool 
Development Corporation 
Li111ited 

9th December 
1970 

Account 
for the 
year 

ending 

4 

March 
1978 

March 
1978 

March 
1978 

APPENDI X 

Capital Profit(+) 
in veated Loss(-) 

5 

50.35 

30.00 

6 

( + )3.33 

(- )0.45 

70.54 (-) 12.36 

Sub1tidiary Companiu : 
Agriculture , For••' and 

16 Gujarat Agro-Foods Limited 20th October December 
] 970 1977 

17 Gujarat Agro-Oil Enterprise3 21st April 
Limited 1971 

December 
1977 

18 Gujarat Agro-Morine Product!. 17th December D~ember 
Limited 1971 1977 

84.68 (+)3.7R 

23.24 ( + )26.63 

144.89 ( + 14.32 

Notes :(I) Capital in vested r~presents p!lid-up capital plua long-term loans plua 
(2) Capital omployed ( excluding that in respect of Gujarat Industrial 

capil.d works-in-progress) pl11a workin g capital. 
(3) Capitol om ployed in respect of Oujai·at Tntlustrial Investment Corpo1ation 

capi lnl, bonds, reserves ( othl'r than those specifically fundetl 
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"A'-(l'o1icld.) 

(Figure~ in columns 5 to 9, 1 land 12 aro in 111kJ1s of rupeos ) 

Total Interest on Total Percentage Capital Total Poroeutage RemarkB 
intdrest long-term return of total employed return on of total 
charged loans on capital return on capital return on 
to Profit investecl capital employed capital 
and Loas (6 + 8) invested (6 + 7) employed 
Acoount 

7 8 9 10 11 12 13 14 

...... 2 .38 3.33 6.61 200.16 5.71 2.85 

(-)0.45 29.06 (- )0.45 

2.08 (-)12 . .>6 54.33 (-)10.28 

Co.operation Department 

3.28 1.82 5.60 6.61 00.54 7.06 7.80 

4.57 4.44 31.07 133.69 23.51 31 ,20 132.71 

4.32 2.98 40.82 4.32 10.58 

free reserves. 
In v&.1tment Oorporation Limited) 1epresents net fixed &!Sets (excluding 

Limited repre_,ents tbo mean of the opening and 
and ba.oked by outside i11vest1neut) and borrowing;i. 

oloeing balauoea of paid-up 

( Bk ) H-29-10 



~I. 
No. 

2 

3 

4 

~ame of the Corpu11iliun 

2 

Uuiurat Ele~cric1ly Board 

Gujl\l't\t Stat<l R oad 
Tran'iport Corporation 

Gujarat State J.'inauo1al 
O>rpora.tiou 

Ouj1l!'at State 
Warohou~ing Corporatiou 

Xamuoftlit> 
Deparlmen t 

'3' 

r11.1u .. t1 ic,,, 
\[1111! >1 '!l'HI 
Pu11ur 

Home 

Tntlu~trit•s, 
\lino- 01111 

Power 

\ gricultu1'{'. 
Furtll!t n111 I 
('o-o~n~tiun 

APPENDIX 

t R<'fernu to in paragraphs 

Datt• ot 
tllCOr(>Orl\­

tiou 

4 

t~t \luv 
I !1611 

I ~t }lrty 
1960 

1st \lay 
1960 

5th 
lkccmlJ..·r 

l!l6U 

'I'utul 
capitul 
iuVl.'~h·•l 

5 

'>IJ. l'.23.6-1 

5,090.36 

209.3 1 

1'1ofilf ;-) 
Lo-~(-) 

6 

)21J.28"' 

(- )363.91 

( r )127.92 

( ~ )27.77 

Nulu.-(1) C.ipital iu vo.ilt••I rt' 1ll'o~out~ pnicl-up capital pl.u loug-t()rm loam; pltt8 

(2) l't~pilal Pmpluycu Ill 1·u~ 1x .. •( of nu •are.I Ntt\lt' l'imcndal Corport1tic111 
r~rve,, (other lhau lhu!>t' 11luch have l;tX•n fc.mled .,,..,.,fa.·all~ aod 
(including 1·cfinaoce). In otl1or three C8.':I03, it n•p10.,;011ls m•t flxcli ~ll:I 

(3) •&presents oontributiun to neuera l ResPrvc i11 tcrnh of R1·rt in1 : 67 (viii ) 
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·e· 

.'i/ul11lury f 'otpom!io118 /ur lht ytar 1977-78 

5.2.4 und 5.4..l. of S •c:tion , . of Uhapter II 

{P1gw'<ls in colu mns 5 t-0 !>, 1 J nnd 12 nro in J11J.. llis of rupees) 

Total ru te1·cst 'futal P <'rcon lago Capital Tota l 
interest 

~god 
nn lonj.';- retu rn 011 of t<>tal employed 1eturn on 

P ercentngu 
of tota l Remark.I 

lllt lll capital 1ctw11 0 11 capital 1e tu111 011 
Profit loan-. in vested cap1tal em ployed capital 
Loss (6 -r 8) in vested (6+7) em ployed 

Acrount 

7 8 !) l() 11 12 13 

3,007.56 '.!, - 17.47 2,929.75 5.84 35,889.00 3,220.84 9.07 

310.63 278.87 (- )85.04 3,227. 14 (- )55.71 

4 01. 11 7, 173.55 52!1.03 7.37 

0.31 0.31 28.08 13.41 206.38 '.!8.08 13.60 

froo 1'Cil01 ves. 
repre.i011L'I tho moan of Lho "1ie11i11g aml clo:;illp; lmlance11 uf paid- up capital, 
b.l.l'korl by in vustrul)11l;; <>ul11idc), ho nd:J, dopos!t:; aml borfv lfing.­
(excludiug capital wo1·klt-in-progrc>M) plvs workinQ: capital. 
of the Electr icity (R~pply) Act , 19~8. 

PRI X'i'ED Al' 'f.l:{E GOV.ERNllEN'l' PRE S " V ADODARA. 
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