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PREFATORY REMARKS 

Governinent commercial concerns, the accounts oE which ar~ 
subject to audit by the Comptroller and Auditor General of India 
fall under the following categories : 

- Government Companies, 
- Statutory Corporations, and 

- Departmentally-managed commercial and quasi-commer-
cial undertakings. 1. 

2. This Report deals with the results of audit of the accounts 
of Government Companies and Statutory Corporations including 
the U ttar Pradesh State Electricity Board. The Report of the 
Comptroller and Auditor General of India (Civil) contains the 
results of audit relating to departmentally-managed commercial 
and quasi-commercial undertakings. 

3. 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 Companies Act, 1956, to conduct a 
supplementary or test audit. He is also empowered to comment 
upon or supplement the audit report, submitted by the Com
pany auditors. The Companies Act, 1956 further empowers the 
Comptroller and Auditor General to issue directives to the audi
tors in regard to the performance of their functions. Such 
directives were issued to the auditors from time to time. 

4. In respect of Uttar Pradesh State Road Transport Cor
poration and Uttar Pradesh State Electricity Board (Statutory 
Corporations), the Comptroller and Auditor General is the sole 
auditor while in respect of the other two Statutory Corporations, 
viz. Uttar Pradesh Financial Corporation and Uttar Pradesh State 
Warehousing Corporation, he has the right to conduct audit (in 
accordance with the provisions of the relevant Acts) indepen
dently of the audit conducted by the Chartered Accountants 
appointed under the respective Acts. 

5. The cases mentioned in the Report are those which 
came to the notice of Audit during the year 1980-81 as well as 
those which had come to notice in earlier years but could not be 
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deait with in the previous Reports ; developments reiating to f· 
the period subsequent to 1980-81 have also been includeJ 

. wherever considered necessary. 

6. The points brought out in the Report have emerged in 
t:'fi'.e cou'fse· of (est audit of tne accounts of the above undertakings. 
)'hey are not intended to convey or to be understood as convey
ing, any generai reflection on the firtan(!ial administration of the 
undertakings concerned. 
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GHAPTrER ·I 

GOVERNMENT COM-PANJES 

•SECTION •I 

I . 01. Introduction 

There were 91 «, Government Companies (including 38.subsi
diaries) as on 31st March 1981 as against 87 Government Com
panies (including 36 subsidiaries) at the close of the previous 
year. The under-mentioned Company was incorporated as Gov
ernment Company during the year: 

Name of Company 

U. P. Rajya Vidyut Utpadan 
N igam Limited 

D3.te of 
incorporation 

25th August 1980 

Authorised -capital 
(Rupees in lakhs) 

100.00 

Bhadohi Woollens Limited earlier covered under Section 
6 l9-R of the Companies Act became a subsidiary of U. P . Export 
Corporation Limited in March 1981. 

The following Companies were in the process of· liquidation 

Name of Company Date of D ate of going into 
incorporation Iiquidati·on 

Indian Bobbin Co.Ltd . 22nd February 1924 10th September 
1973 

Sharda Sahayak Samadesh Kshetra 
Vikas Nigam Ltd . 

4th March 1975 9th August 1977 

Gandak Samadesh K shetra Vikas 15th March 1975 7th June t 977 
N igam Ltd . 

Ramganga Samadesh Kshetra 
Vikas Nigam Ltd. 

15th March 1975 6th May 1977 

Turpentine Subsidiary Industries I Ith July 1939 J st April 1978 
Ltd . 

----·- ·------------- - -
•It includes Uptro n Comoon~nts Limited i ncorporatcd on I st M:arch 1977 and Mora. 

d ab1d Mi nda! Vikas Ni~ 1m Limite i in cvroorated o n 30th March 1977 e ir;ctuded from 
the list of companies as on 3 l st M arch l 980. 

l 
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1. 02. Compilation of accounts 

37 Companies (including 15 subsidiaries) had finalised their 
accounts for the year 1980-81. In addition, 23 Companies (in
cluding seven subsidiaries) finalised their accounts for the earlier 
years. A synoptic statement showing the summarised :financial 
results of 60 Companies (based on the latest available accounts)' 
is given in Appendix A. The audited accounts of the follow
ing 49 Companies (including 22 subsidiaries) ·were not received 
(March 1982) for the periods noted against each ; 

Name of Company 

U. P. Roofi ngs Private Ltd . 
U. P. Buildware Private Ltd. 
U. P. Plant Protection Appliances Pri vate Ltd . 
Faizabad R oofings Ltd. 
U . P . Abscott Private Ltd. 
Northern Electrical Equi pment Industries Ltd. 
Krishna Fasteners Ltd . 
U. P. Potteries Ltd . 
U. P. Pasbudhan Udyog Nigam Ltd. 
U . P. Bundelkhand Vikas Nigam Ltd . 
U. P. Paschimi Kshetriya Vikas Nigam Ltd. 
UPAI Ltd. 
M obammadabad People's Tannery Ltd . 
U . P. Prestressed Products Ltd . 
Uptron Sempack Ltd. 
U. P . State Handloom Corporation Ltd. 
U. P . Poorvanchal Vikas Nigam Ltd. 
Garbwal Mandal Vikas Nigam Ltd . 
U. P. State Bridge Corporat ion Ltd . 
U. P. Sta te Tourism Development Corporatio n Ltd . 
Moradabad Manda! Vikas Nigam Ltd. 
U. P. Small Industries Corporation Potteries Ltd. 
Handloom Intensive Development Project (Bij nor) Ltd. 
Handloom Intensive Development Project (Gorakhpur 

and Basti) Ltd. 

Extent of arrears 

1973-74 to 1980-81 
1974-75 to 1980-8 l 
1974-75 to 1980-8 1 
1974-75 to 1980-8 1 
1975-76 to 1980-8 1 
1975-76 to 1980-81 
1975-76 to 1980-81 
1976-77 to 1980-81 
1976-77 to 1980-81 
1977-78 to 1980-81 
1977-78 to 1980-8 1 
1977-78 to 1980-8 1 
1977-78 to 1980-8 1 
1977-78 to 1980-8 1 
1977-78 to 1980-8 1 
1978-79 to 1980-81 
1978-79 to 1980-8 1 
1978-79 to 1980-8 l 
1978-79 to 1980-8 l 
l 978-79 to 1980-8 1 
1978-79 to 1980-81 
1978-79 to 1980-81 
1978-79 to 1980-8 1 
1978-79 to 1980-8 1 

U. P. State Horticulture Produce Marketing a nd Process- 1978-79 to 1980-81 
ing Corporation Ltd. 

Gorakhpur Mandal Vikas Nigam Ltd. 
Allahabad M andal Vikas Nigam Ltd . 
Tarai Anusuchit Ja njati Vikas N iga m Ltd. 
U. P . Rajkiya Nirman Nipam Ltd . v. P . State Agro Industria l Corpora tion Ltd. 
U. P. Textile Printing Corporation Ltd . 

U. P. Sta te Food and Essential Commod ities Corporation 
Ltd . 

Kumao n Anusuchi t Janjati Vikas Niga m Ltd. 
Garhwal Anusuchi t Janjati Vikas Nigam Ltd . 
Bundelkhand Co ncrete Structurals Ltd . 
Uptron Compononts Ltd. 

1979-80 and 1980-81 
1979-80 and 1980-8 1 
1979-80 and 1980-8 1 
1979-80 and 1980-8 1 
1979-80 and 1980-8 1 
1979-80 and 1980-8 1 
1979-80 and 1980-81 

1979-80 a nd 1980-8 1 
1979-80 and 1980-8 1 
1979-80 and 1980-8 l 
1979-80 and 1980-81 

, 
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Name of Company Exfent of arrears 

U. P. State Mineral Development Corporation Ltd. 
Lucknow Mandaliya Vikas Nigam Ltd. 
Kumaon Mandal Vikas Nigam Ltd. 
U. P. Bhumi Sudhar Nigam Ltd. 
U. P. Panchayati Raj Vitta Nigam Ltd. 
U. P. State Brassware Corporation Ltd. 
U. P. Scheduled Caste Finance and Development 

Corporation Ltd. 
U. P. Nalkoop Nigam Ltd. 
U. P. Development Systems Corporation Ltd. 
U. P. Tyres and Tubes Ltd. 
Transcables Ltd. 
U. P. (Madhya) Ganna Beej Evam Vikas Nigam Ltd . 
Teletronics Ltd. 

1980-8 l 
1980-81 
1980-81 
1980-81 
1980-81 
1980-81 
1980-81 

1980-81 

1980-81 
1980-81 
1980-81 

1980-81 
1980-81 

The position was last brought to the notice of Government in 
May 1982. 

1. 03. Paid-up capital 

The aggregate paid-up capital of Rs . 15701 .52 lakhs in 47 
Government Companies excluding four Companies under liqui
dation and 36 subsidiaries as on 3 lst March 1980 increased to 
Rs . 183 13 .24 lakhs in 49 Government Companies, excluding four 
Companies under liquidation and 38 subsidiaries (one under 
liquidation) as on 31st March 198 1 as detailed below 

Particulars of Companies N umber 
of 

Companies 

Companies wholly owned 
by the State Government 

Companies jointly owned 
wi th the Central Govern-· 
ment/others 

Total 

38~ 

11 

49 

Invested by Total 

State Central Others 
Govern- Govern-

ment ment 

(Rupees in lakhs) 

16291.45 16291 .45 

1615.68 ij 338.83 67.28 2021.79 

17907. 13* 338.83 67.28 18313.24 

*The 11u '.111t as per Fin1ncJ Ac=Junt is R5. 178.39 crorcs . ThJ difT~r,:nc>! is uni er 
reconciliation. 



1.04. Loans ......... ~~ 

The balance of long-term loans outstanding in respect of 2•1 ' 
Companies (excluding 33 subsidiaries) as on 31st March 1981 
was Rs.13080. 99 lakhs (State Government : Rs.5254. 37 lakhs; 
other parties : Rs . 7807. 37 lakhs ; deferred payment credit : 
Rs . 19. 25 lakhs) as against Rs . 10480. 55 lakhs as on 31st Mardi 
1980 ( 11 Companies excluding 23 subsidiaries) . 

1 . 05. Guarantees 

The State Government had guaran teed the repayment of 
loans (and payment of interest thereon) raised by 16 Companies 
(including four subsid iaries). Total amount g-uaranteed and the 

amount ou tstanding thereagainst in respect of these Companies 
as on 31st March 1981 was Rs.5699.55 lakhs and Rs.4094 .04 
lakhs respectively, as dcta ile<l below 

Name of Company 

U. P. (Rohilkhand Tarai) Ganna Seej Evam Vikas Nigam 
Ltd.* 

Harijan Evam Nirba l Va rg Ava s N igam Ltd . 

U. P. (Paschim) Ganna Beej Evam Vikas Nigam Ltd.* 

C hand pur Sugar Co. Ltd.t 

U. P. Food and Essential Commodities Corporation Ltd .* 

U. P. Pashudhan Udyog N igam Ltd.* 

Chhata Sugar Co. Ltd .t 

The Pradeshiya Industrial and Investment Corporation 
of Uttar Pradesh Ltd . 

U. P. State Agro Industrial Corporation Ltd.* 

U. P. State Spinning Mills Co. (No. I) Ltd.t 

U. P. State Bridge Co rporation Ltd . 

•Represents where short-term loans have been gunr~nteed. 
t Represents subsidiary companies. 

Amount Amount 
gua ranteed outstand

ing as 
on 31st 
March 

198 1 

(Rupees in lakhs) 

150.00 150.00 

33.1 9 21.60 

295.00 281.59 

387.00 319.18 

25.00 9.54 

15.00 21.06 

377.00 347.00 

770.00 770.00 

750.00 413.63 

946.50 736.70 

142.20 90.47 
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Name of Company 

U. P. State Sugar Corporation Ltd. 

U. P. (Poorva) Ganna Beej Evam Vikas Nigam Ltd.* 

U. P. State Textile Corporation Ltd. 

Amount Amount 
guaranteed out-

standing 
as on 
31st 
March 

1981 

(Rupees in lakbs) 

559.65 87.32 

104.00 102.70 

845.00 650.70 

U. P. State Industrial Developement Corporation Ltd. 89.01 

Kichha Sugar Company Ltd.t 211.00 92.55 

Total 5699.55$ 4094.04$ 

1. 06. Performance of the Companies 

1. 06 . 0 I. The following table gives the details of 15 Com
panies (including six subsidiaries) which earned profits during 
1980-81 and the comparative figures for the previous year : 

Name of Company ~ Paid-up capital Profit(+ )/ Loss(- ) 
1979-80 1980-81 1979-80 1980-81 

(Rupees in lakbs) 

U. P. State Textile Corporation 2414.19 3146.87 357.31 321.64 
Ltd. 

U. P. State Industrial Develop- 1432.73 1540.73 119.63 137.29 
ment Corporation Ltd. 

Auto Tractors Ltd. 406.51 831.51 0.17 1.98 

U. P. Electronics Corporation Ltd . 275.00 340.00 11.55 27.97 

Meerut Mandal Vikas Nigam Ltd. 100.00 100.00 3.15 3.97 

U. P. Small Industries Corporation 85.00 100.00 24.96 46.98 
Ltd. 

U. P. (Rohilkhand Tarai) Ganna 
Beej Evam Vikas Nigam Ltd. 

22.81 23.57 5.73 6.94 

•Represents where short-term loa ns have been guaranteed. 
tRepresents Subsidiary Companies 
$Figures a s per Finance Account are R s. 8232.87 Iakhs and Rs. 6439 lakhs (12 

Companies) respectively. The difference is under reconciliation. 



Name of Company 

U. P. (Paschim) Ganna Beej Evam 
Vikas Nigam Ltd. 

U. P. (Poorva) Ganna Beej Evam 
Vikas Nigam Ltd . 

Subsidiaries 

I 
Paid-up 

1979-80 

15.29 

13.65 

U.P. State Spinning Mills Co.(N o. I ) 1I50.00 
Ltd. 

Chandpur Sugar Co. Ltd. 258.00 

Chhata Sugar Co. Ltd. 253.00 

U. P. Digitals Ltd. 9.20 

Uptron Digital Systems Ltd. 27.50 

Uptron Powertronics Ltd. 12.95 

capital Profit (+)/Loss(- ) 
1980-81 1979-80 1980-81 

(Rupees in lakhs) 

16.35 ~ 1.42 1.57 

14.03 1.57 0.64 

1400.00 I 60.41 ll8I.25 

258.00 (- -)70.60 ~ 111.44 

253.00 (- )89.81 29.27 

10.20 (- )1.55 0.06 

38.50 0.20 

22.00 0.82 

1. 06. 02. During the year four Companies declared dividend 
as indicated below .. 

~· 

Name of Company Distribu- Amount Dividend Percen-
table retained declared tage of 

surplus in dividend 
business _, to 

paid-up 
capital 

(Rupees in lakbs) 

U. P. (Rohilkhand Tarai) Ganna 
Beej Evam Vikas Nigam Ltd. 

6.44 5.03 1.41 6.0 

U. P. State Industrial Development 205.99 141.52 64.47 4.5 
Corporation Ltd. 

U. P. (Madhya) Ganna Beej Evam 
Vikas Nigaro Ltd. 

2.45 1.80 0.65 5.0 

U. P. Small Industries Corporation 64.03 58.03 6.00 6.0 
Ltd. 

1 . 06. 03. The following table gives details of 16 Companies 
(including five subsidiaries) which incurred losses during the 

,, 
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year 1980-81 and the comparative figures for the previous year 

Name of Company 

The Indian Turpentine and Rosin 
Co. Ltd. 

U. P. Export Corporation Ltd.) 

U. P. State Leather Development 
and Marketing Corporation Ltd. 

The Pradeshiya Industrial and 
Investment Corporation of 
Uttar Pradesh Ltti. 

Paid-up capital Profit(+ )/Loss (-) 

1979-80 1980-81 1979-80 1980-81 

(Rupees in lakhs) 

' 21.93 (+ )11.50 (-)92.86 21.89 

134.00 

~ 67.00 

183.18 (+)2.80 (-)4.54 

67.00 (+ )9.16 (-)3.71 

665.75 ~ 720.75 (+ )73.57 (-)2.80 

Varanasi Mandal v ikas Nigam Ltd. J 45.00 45.00 (- )1.67 (-)0.56 

Harijan Evam Nirbal Varg Avas 
Nigam Ltd. 

Prayag Ch.itrakoot Krishi Evam 
Godh.an Vikas Nigam Ltd. 

Agra Mandal Vikas Nigam Ltd. J 
U. P. Chalchitra Nigam Ltd. 

15.00 15.00 (-)2.14 (-)1.98 

50.00 , 50.00 (- )1.14 (- )0.57 

100.00 ~ 100.00 ( +)0.38 (- )0.59 

158.07 • 258.06 (-)8.15 (-)7.09 

U. P. State Cement Corporation ~ 3707.00 3707.00 (-)248.SO (-)245.65 
Ltd. 

U. P. State Sugar Corporation Ltd. 1998.00 2420.00 (-)237.67 (-)568.08 

Subsidiaries 

U. P. Instruments Ltd. 

Uptron Instruments Ltd. 

Bhadohi Woollens Ltd. 

Nandganj-Sihori Sugar Co. Ltd . 

Kichha Sugar Co. Ltd. 

27.Sl 

B 40.89 

.. 503.00 

187.79 

41.00 (-)28.43 (-)49.12 

8.00 (-) l.79 

40.90 (-)31.92 (- )26.80 

503.00 (-)232.35 (- )221.35 

244.69 ( +) 15.85 (-)33.0 l 

1.06.04. The accumulated loss in respect of 28 Companies 
(paid-up capital : Rs .12346. 09 lakhs) amounted to Rs . 7876 .46 

lakhs. Particulars of seven Companies (including six subsi
diaries) ~ the accumulated losses of which had exceeded tthe 



paid-up capital are given below 

Name of Company 

U. P. State Sugar Corporation Lt.d 

Kichha Sugar Co. Ltd. 

U. P. Instruments Ltd. 

Chandpur Sugar Co. Ltd. 

Chhata Sugar Co. Ltd. 

Bhadohi Woollens Ltd . 

Nandganj-Sihori Sugar Co. Ltd. 

Paid-up Accumu- Percen-
capi tal lated tage 

loss of acclimu-
lated 
loss to 

paid-up 
cap ital 

(Rnpees in lakhs) 

2420.00 3246. 21 134.l 

244.69 626.28 256.0 

41.00 154.07 375.8 

258.00 291.63 113.0 

253.00 351.31 138.9 

40.90 98.04 239.7 

503 .00 911.78 181.3 
- ---

Total 3760.59 5679.32 

l . 06 . 05. The following table gives details of Companies 
(including subsidiaries) which were under construction and the 
expenditure incurred during 1979-80 and 1980-81 

Name of Company 

Companies 

U. P. Rajya Vidyut Utpadan Nigam 
Ltd. 

U. P. Matsya Vikas Nigam Ltd. 

Subsidiaries 

U. P. State Spinning Mi lls Co. 
(No. 11) Ltd. 

U . P . Carbide and Chemicals Ltd. 

Uptron India Ltd . 

U ptron Capacitors ltd. 

Paid-up capital Expenditure during 

1979-80 1980-8 l 1979-80 J 980-8 1 

20.00 

0.0 1 

206.13 

26.65 

(Rupees io lakhs) 

100.00 

40.37 

O.Ql 

269. 17 

0.25 

41.34 

0.04 

0.01 

6.86 

48.40 

0.04 

3.53 

O.Gl 

1.72 

0.13 

28.00 

-~ 
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1. 07. In addition, there were four Companies covered under 

Section 619-B of the Companies Act, 1956 as per details given 
below : c·-

Name of Company Latest Paid-up 
year of capital 
accounts 

Ahnora Magnesite Ltd. 1980-81 140.00 

Synthetic Foams Ltd. l 979-80 

Steel and Fasteners Ltd. 1979 

35.65 

89.84 

~.- : 

Investment by Profit(+)/ 
Loss(-) 

State 
Govern 

ment 

Government ·during 
the year 

Com- Corpora-
panies tions 

(Rupees in lakhs) 
85.40 . . (+)57.67 

11.32 

36.88 

12.68 (-)24.92 

17.95 (-)44.96 

Electronics and Compu
tors (India) Ltd. 

The audited accounts for the years 1978 to 1981 
were not received. 

In the case o( Steel and Fasteners Ltd. the accumulated loss 
of Rs . 147 .09 lakhs as on 31st December I9n exceeded the paid
up capital (Rs. 89 . 84 lakhs) . 

1.08. The Companies Act, 1956 empowers the Comptrol
ler and Auditor General to issue directions to the auditors o[ 
Government Companies in regard to the performance of their 
functions. In pursuance of the directives so issued, 1he special 
reports of the Company auditors were received in respect o( seven 
Companies during the year. The important points noticed in 
these reports are summarised belm\r 

Nature of dej ects 

Absence of accounting manual 
Non-maintenance of proper accounts of stores and stocks1 
Non-maintenance of property registers 

Number1of com
panies where 
defects were' 

noticed 
7 
3 
1 

" Standard costing not introduced 
I" Absence of regular costing system 
r Absence of internal audit manual r· Absence of internal audit system 

Absence of a system for purchase 
Non-preparation of capital and revenue budgets 
Non-preparation of purchase/sale budgets 

6 
2 
3 
4 
1 

Non-fixation of maximum/minimum limits of stores/spares 
Non-maintenance of accounts of social overheads 
Non-fixation of norms for manpower 
Non-fixation of norms for consumption and wastage of 

raw materials 

3 
7 
7 
6 
7 
6 
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I. 09. Under Section 61 9 (4) of the Companies 'Act, 1956, 
the Comptroller and Auditor General has the right to com
ment upon or supplement the audit reports of the Company 
auditors. Under this provision, the audited annual accounts of 
the Government Companies are reviewed on a selective basis. 
Some of the errors, omissions, etc. noticed in the course of such 
review are detailed below : 

Balance Sheet 

(i)' Non-disclosure o( share application money 
received, as a separate item. 

(ii)' Non-provision oE liabilities of interest, penal 
interest, accrued ex penses, etc. r esulting in understatement 
of liabilities, non-prm·ision of doubtful debts with conse
quent over tatement/understatement of profit/ loss. 

(iii) Non-disclosure of mode of valuation of stocfs. 

(iv)' Non-disclosure of hypothecation of assets against 
over-drafts. 

(v) · Incorrect classification of capital and revenue 
expenditure. 

(vi)' Non-creation of statutory reserve. 

- I 

(viif 'Adiustment of expenditure / income out of grants 
received from the State Government instead of charging 
it to the Profi t and Loc;:s Accoun t. 

(viii) Exclusion of t ransactions met out of Government 
loans. grants from the accounts. 

Profit nna Loss A. ccount 

(i f Incorrect calculation , non-accountal of interest] 
income and overstatement of income. 

(ii) · Non-provision/ under prov1s1on o'f expenses, 
in terest. depreciation and commission. 

(iii)' Non-disclosure oE d ie effect of cliange in account
ing policy. 

(iv) · Over statement o f closing stock:. 
(vf Non-disclcsure of expenditure on rent, electridty 

charges. depreciation, managerial remuneration , auditors' 
remuneration and shortage in stock:. - \ 
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General 

(i) Certification of accounts by the Company Auditors · 
before their adoption by the Board of Directors . . 

(ii) Incorrect disclosure of the value of perquisites 
allowed to the officers of the Company. 

(iii) Non-disclosure of particulars of the subsidiary com
pany. 

(iv) Non-disclosure of particulars required under 
Manufacturing and Other Companies (Auditors' Report)1 
Order 197 5 and other details pursuant to the Companies 
Act, 1956. 

(v) Incorrect disclosure of information in Notes 
attached to and forming part of accounts. 



SECTION II . - · 
... . ,. 

·' 

UTTAR PRADESH ELECTRONICS CORPORATION 

LIMITED rl 

2 . 0 I. Introduction 

The Company was incorporated (30th March 1974)1 as a 
subsidiary of the Pradeshiya Industrial and Investment Corpora
tion of Uttar Pradesh Limited (PICUP) with the main objects 
of promoting and developing electronics industry including 
supply of raw material and other inputs, creation of infra-struc
ture for such industry by setting up public sector and joint sector 
units for manufacture, research, development, pilot production, 
etc. of electronics items. In July 1976, it became an independent 
Government Company. 

2. 02. 'Activities 

The main commercial act1v1t1es of the Company had been 
manufacture and sale of television sets. With the transfer of its 
factories at Lucknow and '.Allahabad and the marketing division 
to its wholly-owned subsidiarv (Uptron India Limited) from 
1st April 1981, the Company is now engaged m promotional 
activity only. 

2 . 03. Organ'isational set-ufJ 

The Company is rnanagea by a Board of Directors, nominateo 
by Government, consisting of a part-time Chairman . a whole-time 
Managing Director. an Executive Director and nine other Direc
tors . 'As on 31st March 1981 there were 12 Directors including 
the Managing Director who is the Chie( Executive and is assisted 
in the day-to-day worKing of the Company by the Executive 
Director and one General Manager. 

2. 04. Capital structure 

The Companv was registered witn an autnorised capital o"f 
R s.5 crores consisting of 5 lakh equity shares of Rs .100 eacli and 
the paid-up capital of the Company ('wholly contributed by the 
State Government}' was Rs. 3.40 crores as on 31st Ma11ch 1981. 

·(a)' Tlie Company h-as a cash- credit arrangement for 
meetin i;r its working capital requirements up to a limit of 
Rs .20 l~klis and R s.9 lakhs. with two nationalised banks 

12 '• -
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for its two factories at Allahabad and Lucknow respectively 
which are secured against the hypothecation of stocks and 
book debts of t.he factories. · 

The table below indicates the amounts outstanding against 
cash credit, the funds available with the Company as at the 
end of the four years up to 1980-81 and the interest paid 
on cash credit during the four years : 

Year ending 31st Out- Funds available i1; Interest_.j 

1978 

1979 

1980 

1981 

March standing paid on 
overdraft Cash in Fixed Total over-

against hand/ deposit/ draft 
cash current Saving against 

credit account .Ban k cash 
and credit 

personal 
ledger 

account 

(Rupees in lakhs) 

8.06 1.13 60.35 61 .48 0.93 

1.46 5.72 39.56 45.28 1.29 

25.52 21.91 26.72 48.63 3.01 

44.24 44.36 49.59 93.95 6.36 

11.59 

In spite of availability of sufficient funds throughout 
the year the Company availed of cash credit facility and 
paid interest of Rs.1i . 59 lakhs including penal interest 
(Rs. 0. 46 lakh) for availing of the facility in excess of the 

sanctioned limit during January to December 1980 at 
Allahabad. 

The Management stated (September 1981) that the cash 
credit account was to be operated by the factories, wlu.ch 
had their independent working including financial manage
ment and, therefore, they were to operate with the initial 
capital provided to them by the Head Office. 

The Management further stated (]an uary 1982) that 
major portion of the funds was released by Government 
at the fag end of the financial year and as these funds were 
meant for investment in joint sector companies or 
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su_bsidiaries of the Company, these could not be equated 
with bank overdraft, which were for working capital needs 
of the factories. 

As the monthly balance of cash was never below 
R s .10,35,472 excepting in J anuary 1981 (Rs . 2,86,125) 
and as the average monthly balance was ranging from 
Rs.27,21,590 to Rs.36,99,560 during the ~l years 1977-78 
to 1980-81, the overdrafts could have been avoided or 
minimised by suitable fin ancial planning . 

(b) Accord ing to instructions of the Reserve Bank of 
India, umts having capital investment up LO Rs.20 lakhs 
(earlier Rs.10 lakhs) are classified as small scale units and 
are enLitled to concessional rate of interest on loans given 
by banks. The capital investmem in each of the factories 
at Allahabad an<l Lucknow was below the limit. How
ever, while the factory a t Lucknow was allowed cash 
credit facility a t lower rate of interest viz., 14 per cent 
per annum (raised Lo 15. 5 per cent from 2nd March 
1981) the factory at Allahabad had paid interest at rates 
varying from 15 to 19. 5 per cent during 1st April 1979 
to 31st :March 1981. 

The Management sta ted (September 198 1) that the bank at 
Lucknow had treated the Lucknow factory as a small scale unit 
whereas the bank at Allahabad had not treated the Allahabad 
factory as such. Howe ver, on being pointed out (September 
1981) in audit, the Management took up the ma tter with the 
bank at Allahabad an d that bank had revised the rate to 15 . 5 
per cent from 26th October 1981. 

2. 05. W orking results 

The cumulative loss at the end of March 19'78 was Rs.13 .64 
lakhs, which was .. however, wiped out by the profits in the subse
quent years from 1978-79 to 1980-81. 

The cumulative profit a t the end of March 1981 was Rs.31.17 
lakhs. This was mainly contributed by (i) interest on funds in
vested in fixed deposits (Rs. 12 lakhs). (ii) non-inclusion of expen
diture (net : Rs . 14 . 99 lakhs) on Centrally Sponsored Employ
ment Promotion Programme in the accoun ts, an d (iii) overvalua
tion of closing stock (Rs.3 . 97 lakhs) . If these were excluded, the 

• cumulative profit would be Rs.O. 21 lakh only. 
• I 



.. 
• 

2. 06. Electronics factories 

(a) Perfonnance of factories 

A letter o( irllcnt (May 1973) , originally held by 
Uu ;:ir P r;:idcsh State Industr iai Development Corporation Limited 
(UPSIDC) for the man ufacture of 5000 television (TV) sets per 

annum, was transferred to the Company in December 1974 and 
against the industri al l icence (July 1975) the electronics factory 
at Allahabad started manu facture of TV sets in July 1975 under 
the brand name o[ 'EC Televisions' . In addition to the manufac
ture o[ EC T V sets for the Electronics Corporation of India 
Limited (ECIL) , the factor y started manufacture of 51 cm hybrid 
U PT RON T V sets, de!'iigned b y the Company, from August 1976. 
On the in troduction o( U PT RON solid sta te T V sets. the manu
facture of hybrid TV sets was discon tinued from February 1979 
and due to its discontinuation , componen ts worth Rs.0 . 50 lakh 
were rendered obsolete and were awaiting disposal (March 1982) ·. 
The factory increased its manufacturing capacity from 5,000 to 
10,000 T V sets per annum from 1979-80. 

The Company set up a second electronic factory at Lucknow 
aga inst the industrial l icence (July 1978) for the manufacture 
of 5,000 TV sets per annum which commenced production of 
U PTRON TV sets from September 1979. 

The progress relat ing to the manufactu re of T V sets since 
commencement to 1980-81 is tabulated below : 

Year 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980-81 

Manufacture of TV Sets 

Target Achievement 

(In number) 

1700 302 

1723 1531 

4500 3112 

5300 6389* 

16000 138 15* @ 

18400 20603*@ 

Percen-
tage of 
achieve-
ment to 

target 

17·7 

88.8 

69.2 

120.6 

86.3 

11 1.9 

• Excludi ng 148, 61 and 1 S6 community receiver sets d uring the three years 1978-79 , 
1979-80 and l 980-81 respectively. . . . . 

@lncludcs I 65 and 596 s1:ts purchased f ro m Tclet ro mcs L1m1ted 111 1979-80 a nd 1980-81. 
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.(bt Costing 

. The company does not have any records to ascertain the cost of 
Its products. In a meeting held on 2nd January 1980., under Lhc 
Chairmanship of the Chief Secretary to the Government of 
Uttar Pradesh, Lor revjewing the working o( the Company it was 
stated by the Managing Director that adoption of standard co::.t-
ing would be considered, but no progress had been made so far 
(March 1982) . 

The Project Report (1975-76) for the Allahabad factory en
visaged production o( sets at an average cost of Rs.2,043 dur ing 
1975-76 and Rs .2,010 during 1976-77, against wh ich the aCLual 
c.ost of production amounted to Rs.4, 194 and Rs . 2,554 respec
tiv_ely. In subsequent years (1977-78 to 1980-8 1) it ranged from 
Rs.2,024 to Rs. 2,228 for d ifferent types of sets. T he Project 
Report (1979-80) for the Lucknow ractory envisaged the produc
tion of sets at an average cost o( Rs. 1,5 13 against which the actual 
cost of production du ring the years 1979-80 and 1980-8 1 ranged 
from Rs. 1,679 to Rs. ] ,935 [or d ifferent types of sets. 

A test check (September 19S l) indicated that the actual 
cost of production was higher than the cost envisaged due to the 
following : 

(i) Raw materials to the extent of Rs.4. 31 lakhs were 
consumed in excess of the requirement in the production 
of sets at Allahabad factory in 1975-76 (Rs. O. 90 lakh) , 
1976-77 (Rs. 1 .52 lakhs) and 1977-78 (Rs.1 .89 lakhs) . 

(ii) T h e expenditure on wages varied from Rs.64 in 
1977-78 to Rs.37 in 1979-80 as against the provision of 
Rs.45 and Rs.32 per set in the project reports of the two 
factories at Allahabad and Lucknow respectively. 

(c) Consumption of raw material 

The project reports for manufacture of TV sets ~nvisaged 
process loss of raw materials at 2 per cent o[ the requiremen ts. 
T he Company had, however , not maintained any re.cord to .indi
cate the consumption vis-a-vis requ irements of the different items 
of raw materials for the manufactured sets. In a test check 
(September 1981) of consumption of raw n~aterial for Rs .94 .51 

Iakhs, excess consumption of raw materials to the extent of 

.,. 

Rs. 2. 53 lakhs (2. 7 per cent) was noticed. ~ · 
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(<I) Stores purchase 

(i) Orders were placed by the Allahabad and Lucknow fac
tories for sup ply o( wooden cabinets at Rs.140/143 per cabinet in 
March 1980 but the rates were revised to Rs .151 /154 in July 1980, 
to Rs. 159/162 in September 1980 and to Rs. 165 / l 66 in N ovem
ber 1980 on account of increase in the market price of plywoo<l 
(from Rs . 2 . 70 per sft in March 1980 to Rs.6 per sft in November 
1980) and labour charges though the rates in the order were firm . 
The orders stipu lated the use of plywood in the cabinet, but in 
14ordero; placed (October 1980l'O January 198 1) Lv the Allahabad 
factory for supply of S383 ca bin~ts at the revised rates, use of 
Novopa11 was aliowed , which was availab le in the market at 
Rs. 3. 6£> per sf t only as aga inst the rate of Rs.6 per sft allowed 
for the plywood. This h<1 d. thus. resul ted in an undue benefit 
to the supplier~ to the ex tent of Rs.O. 90 lakh . 

(ii ~ Thong;h the orders placed by the Lucknow factory ·with
a firm nf Bombay (1 81h September <1 nd 23rd November 1980)', 
for the supply of 5.000 cap;citors ancl 3.000 speakers at Rs.14.85 
and Rs.22 . 50 each respect·ively less 20 jJer cent discount. did not 
contain any escalation cla11se : the ra t·es were incre<Jsecl on demand 
(2Sth September and 29th November 1980) to Rs .17 . JO and 
Rs.25. 50 each respectiveiy less 20 1u~r cent discnunt in October 
and December 1980. The fi r m. however . continued to supph· 
the above items to the Allahab;id factory durin ~· the same period 
at the old ra tes. This res11 lted in an exlr::i p;wrnent of Rs.O. 16 
Jakh to the firm by the Lucknow factorv. The M amu:rement hacl 
taken u p the mat ter (September 1081) For refu nrl or the amount 
with the firm which was still a\\"aited (l\f arch 1982) . 

·(iii)' P rior to .Jul y i 980 tl1 e facto ries had been receiving 
picture tubes from a firm of Ghaziabad at Rs.4-0.1 less quantity 
discount of Rs .l.~ per tube for C] U::tntit v exceed ing- 500 tubes. 
With the tarifT reo~1 ction o f R s.20 per t11 be from Tu lv 1980 the. 
firm started (July 1980) su pplying· picture t·ubr s at Rs.385 with 
1 per cent discount. therchy reducing- unilaterallv the amount o[ 
quantity, disconnt b y Rs.11 . 15 per tube resu l1 ing in an extra 
expenditure of R s. 1 . 7'J lakhs on the purchase of 15.5!18 tubes 
during July 1980 to M;i rch 198 1 from 1he firrn . The matter 
relating to the unihteral reduct ion of the discoun t was not taken 
up by the Com pany with the firm (March 1982). 

(iv) Two purchase orders. for supply of 5.000 a.nd 6.800 
silicon controlled r ectifie rs type BO 264 (3A-700 PIV) at Rs.22 
each plus excise duty and Central sales tax as applicable, were 
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placed on 2nd February and 16th April 1979 on a firm of Bombay. 
The Compan y received 7,500 silicon controlled rectifiers on mak
ing full payment of Rs.1 .85 Iakhs through b ank during the period 
from 5th February to 14th July 1979. Further supply was telc
~~phicall y stopped (29th July 1979) as the fi rm started supplying 
silicon controlled rectifiers type KT 3 / 07 for which no order was 
placed. The use of these rectifiers resulted in fTequent failu res. 
Some replacements were received on 29th September 
1979 but their u se also resulted in freciuent failures. 
Finally on l l th O ctober 1979 tl1 e nrm was asked either to refnn d 
the paymen t alrefldy made or to replace the defective su pply. 
5,000 of the rectifi ers valuing R s. ] . 24 lakhs were returned 
(December 1979 : ~050 and April 1980 : 1950) to the firm. 
The firm. confirmecl telegTaph ica lly (6th April 1980) that part 
-payment of the returned rectifiers ' rnuld follo-w but no payment 
h 11d been rece ived so far (November 1982). resulting in blocking 
up of Rs. l . 2'1 ltlkhs besides the Joss of interest of Rs. 0 . 67 lakh 
(a t 16 fJer re11 / for the periorl from 15th J uly 1979 to 30th 
November ] 982)'. 

2 :07. Mnrheting division 

(n) The Marketing division star ted fun ctioning in Septem
ber 1977 with the obiect of promoting sale of 16 electronic pro
ducts of 4 subsicliarv aml 7 joint sector compan ies. The work of 
developing the market ror sm:1ll scale electronic entrepreneurs of 
the State was also taken up (Septemher 1978) hy the division. 
In addi t ion. cer tain procluc1·" (calculators. g·as lighters. AC adop
ters, tape recorclers. ~a sett s, b1 oaclcasti ng- ~ystem for schools, inter
com, etc.) of 1·en parti rs ont<; icle the Stfl te (Ne"· Delh i, Bombay. 

· Coimbatore. Cochin. Bangalore) · were also taken up for market
in rr bv the clivision. t"l , 

The Management st·ated (lannarv 1982) that since a com
plete product range was not availa hle from local entrepr~neurs. 
the Compan y had taken up sale of the prodncto; from parties out
side the State also . 

(b)' Credit sales 

Though there exists no provision for cred it sales. in a number 
of cases sales on credit b11sis were made with the result th at deuts 
amounting to Rs.28. 12 lakhs were outstanding as on 31st .March 
] 981 out of which a su m of Rs. 1 . 30 lakhs mls ontstandmg for 
more than a year. 
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(c) · Uneconomic purchases 

While the prices as per purchase orders were firm, price in
crease <1nd payment of other charges like freight and excise duty 
were a1lowed by joint/assistant marketing managers (February 
1980 to March 1981) without approval of the competent autho
rity in 17 cases involving an add ition.al payment of Rs.O. 38 Iakh. 
In a test check in andit (August 1981) it was seen that thougli 
the electronic calCll lators were offered by a firm at lower rates, 
purchases were made by the joint/deputy marketing manag-ers 
withou t obt"aining 0pen <l n<l cornpetit·ive r ates. during December 
1978 to March 10Rl at hi~her rates from 01·her sources resulting 
in an avoidahle ext-ra cost (30 c<1ses) of Rs. l . 50 lakhs. 

(d) Pricin{[, structure 

The division deals in the marketing of l 6 products out 
neither the products to he deal t in n or the pricing oolicv relating 
thereto had the <1 pproval of the Board. It ·was, however, seen 
that the mar!?;in b etween the sell ing prices and the purchase prices 
of the products r anged between 5 .2 and 194.2 per cent of the 
purchase price. 

The M anap;ernent sta ted (l ann arv 1982) ' that the pricing of 
various products harl to be guided by forces of market supply an'd 
demand and . th erefore. in dvnamic and h ighlv competitive mar
kets, it was not possible to follow rigid and fully central ised pric
ing policy . 

2. 08. Tmplementnlion of projects 
(n) · The projects taken up and investments b y th e Company 

therein up to 1980-8 1 were as detailed below : 

Projects for which subsidiary companies were incor-~ 
po rated 

In production 
Projects for which companies in joint sector were 

incorporated 
In production 
U nder const ruct io n 

N umber 

4 

4 

Investment 
up to 31 st 

March 1981 
(Rupees in 

lakhs) 

1 88.09 

46.00 
34.00 

(as on 
31st July 

1981) 
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Number Investment 

Under winding up 

Projects under implementation 

Projects dormant 

Projects given up 

Total 

2 

1 

14 

3 

29 

up to 31st 
March 1981 

(Rupees. in 
lakhs) 

3.38 

0.13 

1.60 

0.04 
--- -

173.24 

(b) The pos1t10n of investment of the Company in the 
equi ty and loan in the wholl y owned subsidiaries as on 31st March 
1981 is ind icated in the table below : 

Name of subsidia ry 
company 

Date o f Autho- Year of Paid-
1 ncor- rised accounts up 
poration capital capital 

(Rupees 
in 

lakhs) 

Loan 
from 
the 

holding 
com
pany 

Products 

(Rupees in lak hs) 

Uptron Capacitors 13th 100.00 E nded 41.34 8.00 Aluminium 
Limited, Lucknow March 31st electro-

1979 Decem- lytic 
her capacitors 
1980 

Uptron Digi tal Sys- 18th 100.00 Ended 38.50 6.00 Tempera-
terns Limited, Luck- May 3 lst ture scan-
now 1979 Decem- ners, air 

her lines reser-
1980 vation 

system etc. 

Uptron Video Limi- 18th 50.00 Ended 0.25 Television 
ted, (renamed as October 31st sets 
Uptron India Limi- 1979 D ecem-
ted), Lucknow her 

1980 

Uptron Instruments 15th 10.00 Ended 8.00 Electronics 
Limited, Lucknow Novem- 31st 

her Decem-
1979 ber 

1980 

Total 88.09 14.00 
:. 
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2. 09. Joint sector projects 

2. 0_9. 01. In furtherance of its object of promoting and 
dev~lopmg electronic industry in the State, the Company floated 
d?nng A_ugust l~~G to March 1981 seven joint sector companies. 
1 he eqmty part1c1 pation ·was to be in the ratio of 26 : 25 : 49 
a_m~ng the Compa~y, the co-promoters and the public respec
tivel_Y·. ~owever, m the case of two joint sector companies, equity 
part1c1pat10n of the Company had to be increased to more than 
51 per cent of the paid-up capital, and in the case of one company, 
Pradeshiya Industrial and Investment Corporation o( Uttar 
Pradesh Limite<l (PICUP) had to subscribe 49 per cent of the 
paid-up capital on account o[ non-issue of shares to the public. 

2. 09.02. An agreement was executed on 14th December 
J 976 to float a joint senor project at Ghaziabad in collaboration 
with an individual 'A' of New Delhi For n1anufacture of meta] 
seals and transistor heaters at a total project cost of Rs.16.50 lakhs. 
The unit was incorporated on 23rd May 1977 ·with an authorised 
capital of Rs.25 lakhs. The Company contributed R s.2 lakhs to
w;nds its equity capital and also incurred an expenditure of Rs.0.28 
lakh on behalf of the unit. The co-promoter contributed 
Rs.O. 55 lakh. ~'.l ; 

The unit took over the co-promoter's plant and machinery, 
raw materials and finished goods and advances (Rs.2.16 lakhs) ' 
and also assumed his liabilities (Rs. l . 94 lakhs) in December 
1977. The co-promoter was paid Rs.O . 45 lakh by the unit to
wards interest (Rs.0.25 lakh) on the cost of machinery and loans 
transferred to the unit for the period from December 1976 to 
December 1977 and rent (Rs.O. 20 lakh) of the hired factory 
building for the period December 1976 to May 1977. The 
Board of Directors in their report to sh are holders stated that due 
to poor entrepreneurship oE the joint sector partner and due to 
his inability to bring- his full share of the equity, the factory 
was lying closed since April 1979. Out of the sample sales for 
R s.3,720 made during 1977-78 and 1978-79, 50 per cent was 
rejected and the balance was partly classified as of doubtful qua
lity by the Electronics Corporation of India Limited. The accu
mulated deficit as on 3 l st March 1979 amounted to Rs.2.85 lakhs, 
(against the paid-up capital of Rs.2. 55 lakhs) which was carried 
over as developmental expenditure in the accounts of the unit. 

The Board of Directors of the Company decided (October 
1980) to take the unit into creditors' voluntary winding up. No 
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action for winding up the unit had been taken so far (March 
1982). 

2.09.03. A unit Bal Kanpur was incorporaLed on 1st March 
~ 977 with an authorised capital of Rs.10 lakhs for setting up a pro
ject for the manufacture of ceramic capacitors and resister bodies at 
a total project cost of Rs.20. 52 lakhs in collaboration with three 
individual co-promoters who h ad Geen directors in a private com
p:rny of Pnne wl1ich had been manufacturing the same product 
and which was under liquidation. The cost of the project was 
to be financed Ly equity contribution of Rs.4 lakhs by the Com
pany, co-promoters and the public (in the ratio of 26 : 25 : 49) · 
and loan of Rs. l 6. 52 lakhs from banks and financial institutions. 

The actual investment towards share capital of the unit as on 
3 lst May 1979 was, lwwever, as follows : 

Company 

Co-promoters 

PI CUP 

Amount 
(Rupees) 
1,37,800 

1,32,500 

2,57,200 

Total 5,27 ,500 

In addition to the equity investment of: Rs . 1,37,800, the Com
pany paid Rs. I lakh as loan in October 1978 to the unit carrying 
interest at 12 jJer cen t per annum. 

The unit purchased by negotiations (April 1977) machinery 
and raw material for Rs.3. 26 lakhs fi:om the aforesaid private 
company of Pune, which included an electric [urnace worth 
Rs.O. 60 lakh, shifted to Kanpur (April 1977) and commenced 
production in Au gust 1977. The furnace did not work satisfac
torily. The unit also suffered (March 1978) a loss of Rs.O. 36 
lakh (replacement cost of 36 heating elements) on accoun t 
of damage to its machinery due to vibrations from a near-by 
defence installation. 

The unit stopped production in June 1979 on account of 
uneconomic production cost and availability of imported ceramic 
capacitors at lower rates. T he accumulated loss of the unit as 
on 31st May 1979 amounted to Rs.6.70 lakhs, ·which exceeded 
the paid-up capital (Rs.?. 28 lakhs) of the un it. T he Comp~ny's 
investment of Rs. I. 38 lakhs has so far (June 1982) remamed 1 · 
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unfruitful. Further a sum o( Rs.2. 67 lakhs was recoverable from 
the unit on account o[ loan, interest, rent of sheds and other 
expenditure incurred on behalf of the unit. 

The B~ard of Directo~s of the Company decided (September 
1980) to wm d up the u nit. No action for winding up of the 
unit had, however, been taken so far (June 1982) . . 

2 . 09. 04. In accordance with the agreement executed in 
November 1976 and revised in July 1978 b y the Company with a 
~a-promoter of Bombay, un it C at Sahibabad (Ghaziabad) was 
incorporated on 30th April 1977, for the manu facture of power 
electro nics equipment with an author ised capital of Rs.25 lakhs 
as a join t ven ture. T he Company contribu ted (December 1980) 
Rs.16. 50 lakhs towards the share capital of the unit as against 
the co-promoter's contribution of Rs.5. 50 lakhs as on 3 lst March 
198 1. In this connection the following points were noticed : 

Out of R s.5 .50 lakhs subscribed (April 1977 to July 1978) 
by the co-promoter, a su m of Rs.4. 50 lakhs was in the shape of 
know-how. T he joint valuer, appointed (May 1978) by the 
co-promoter and the Company for valuation of the farmer's plant 
and machinery to be taken over by the uni t, however, observed 
(March 1979) that "most o( the know-how really rests in the 

design engineering team and not in the drawings and 75 per cent 
of these drawings will have to be changed". Instead of deputing 
technicians for tra ining the Company's personnel as required 
under the terms of the agreemen t, the design engineering team of 
the co-promoter join ed (April 1977 to J anuary 198 1) the unit 
on pay ranging from Rs. 2,500 to Rs. 7,949 per month without 
the approval of the State Governmen t as required under the State 
Governmen t's d irective of December 1974 and February 198 1. 

Though the agr eement <l id not con template the transfer of 
the co-promoters plant and machinery, these were transferred to 
the unit for Rs.3. 50 lakhs in 1979-80 (original va lue : Rs.4. 71 
lakhs) against the written down value of Rs. I . 02 lakhs which 
included 97 cabinets requiring repairs at an estimated cost of 
Rs.O. 88 lakh. 

Under the terms o( the revised agreement (July 1978) trans
fer of existing orders pending with the co-promoter to 
the unit was optional. The u nit, however, accepted (D_ecember 
1979) the pending orders for Rs.36. 10 lakhs, wh1~h w~re 
received du ring December l 978 to August 1979 and pendmg with 
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the co-promoter at rates which were lower than the rates pre-
valent in December 1979 by 30 per cent. During the period ,. 
from December 1979 to September 1980 supplies for Rs.8. 88 
lakhs against the pending orders accepted were effected which 
resulted in reduction of profit to the extent of Rs.3. 88 lakhs. 

2.09.05. Other joint sector projects 
Besides the investment in the above joint sector projects, the 

Company invested Rs.60. 50 lakhs in the following other joint 
sector projects : 

Name of the unit Date of Paid-up Company·~ Products 
investment incorpora- capital 

ti o n 
(Rupees in lakhs) 

D 11th August 20.00 5.20 Electronic data 
1976 (30th June (31st March products 

1980) 1981) 

30th May 24.89 9.30 TV picture tubes 
1977 (31st March 1981) 

E 

F 1st February 30.00 15.00 Industrial electro-
1979 (30th June 198 1) nics equipment 

a nd component 

G 30th October [ 59.00 34.00 High reliability 
1979 (3 1st July 1981) capacitors 

Some of the points noticed are indica ted below : 

(i) The co-promoter's investment (Rs.9. 02 lakhs) as 
ag·a inst the Company's im ·estmen t (Rs. 9. 30 lakhs) in unit 
'E' included Rs. 4. 97 lakhs, which was subscribed by them 
in the shape of cost of land (Rs.3 lakhs) and expenditure 
incurred on structures ra ised thereon (Rs. I . 97 lakhs) . The 
project originally scheduled to commence production in 
1977-78 started production in September 1981. The 
delay was stated (September 1981) to be due to delay in 
receipt of loans from the financial institutions and plant 
and machinery from suppliers. 

(ii) Unit 'F' at Ghaziabad was set up for the manufac
ture of industrial electron ic equipment and components 
at a total project cost o[ Rs. i08 lakhs, which was revised 
(November I 980) to Rs.270 lalc.hs to include the cost of 

another project of metal fi lm resisters, thus, resulting in 
an increase in the proposed equity participation of the 

> 
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Company from Rs.10.'10 lakhs to R s.27 . 56 lakhs and oE 
the co-promoter 's from Rs. IO lakhs to Rs.26 . 50 lakhs 
aga inst which the Company and the co-promoter had in
vested up to March 1981 Rs.15 Jakhs each. N o public 
issue had been made (June 198 1). 

The unit started commercial production of power elec
tronics equipment in J anuar y 198 1 against the scheduled 
date of December 1979 and the project of metal film resis
ters was still in process (December 1981). 

(ii i) The unit 'G' at Ghaziabad was incorpor ated for 
man u facture of hig-h reliability capacito rs at a to tal project 
cost of Rs. 150 lakhs in collaboration with a firm oE New 
Delhi and their associates in Sweden with whose subsidiary 
the Company h ad executed (June 1978) two agreement~ 
for supply of (a) technical know-how for manufacture of 
high reliability capacitors for R s.25 . 20 Jakhs alongwith 
a provision for payment of royalty at 4 and 5 per cent 0£ 
ex -factory price in r espect of domestic sales and exports 
respectively and (h) second-hand plant and machinery 
(to be sh ifted from Australia) for R s.51 . 30 lakhs. 

The proiect cost was revised to R s. 185 lakhs (December 
1978) , Rs.227 Jakhs (January 1980) and aga i·n to Rs.254 lakhs 
(September 1980) , due mainly to the delavs in completio n 
of the proiect. Another project (cost : R s.30 lakhs) for produc
tion of different series of ca·pacitors was tiaken. up in September 
1980 for which plan t and machinery was orie:inallv planned to 
be indigenously fabric:ited. But on the advice of the forci~n 
collaborators and the fore ign directors present at the Boa1d meet
ing (November 1980) of the unit, it was decided to import the 
plant and m achi nery (R s.30 lakhs) and the orders were accordin gly 
placed on a for eign fir m (September and December 1980) . The 
revised project cost (R s.254 lakhs) was decided to b e financed 
b y equity (R s. JOO lakhs) to b e contributed b y the Co mpany, co
promoter and the public in the ratio of 26 : 25 : 49 and by 
loans from financial institutions (R s. 154 lakhs). 

Besides the investment of Rs.34 lakhs in the equity of the 
unit, th e Company had incur red an expenditure of R s.O. 54 lalh 
on for eign tours in connection with the project. which h ad not 
been paid b y th e unit on the ground that n o benefit had accr11ecl 
to it. .. 
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The unit scheduled to start production in June 1980 was ,_ 
::.till (June 1982) under construction. 

2 .10. Avoidable exjJendilure on technical know-how 

. ~h; ag~e~ment execut_ed b y ~he C? mpany (.June 1978) for 
Umt G (a JOlllt sector pro.i ect) with a firm o f Sweden , for supply 
of plant and machinery (R s.5 1 . 30 lakhs) and technical know
how (R s.25.20 lakhs) for manuf acturc of high r eliability electro
nic components, also included the transfer of technical know-how 
relating to all d eta il s and specifications of r aw materials (which 
included anodic fo rmin g- of e tched aluminium fo il), o the r chemi
cals and components. Jn spite of this, the Company executed 
yet another agTecmcnt (November 1980) for U ptron Capacitors 
Limited (a subs icli :"lr v compan y) w ith a firm o f Italy for proces!I 
documentation and drawings for manu facture o f anod ic forming ~ 
of etched aluminium fo ii r esult ing in an avoidable expenditure 
of- G erman Marks l . 40 lakhs (R s.5. 70 lakhs) ·. 

As ~he agreement w ith th e Swedish firm included payment 
towards transfer of t echi1ical kn ow-h ow/ in formation. non-utilisa
tion of th.at firrn for tra ining the personnel in anodic forming 
process r esulted in unintended ber~efit to the firm and avoidable 
e~penditure to the unit. 

1. 11 . D evelofnnt>n f nf industrial estates 
The Compan y provided technical assistan ce to all entrepre

nel.n-s dealing ·with electronic and allied items who were allotted 
sheds con stri1cted out of fund received from G overnment, Com
pany's own fund s and a lso to su ch en trepreneurs who ·were allot
ted /sold plo ts directl y by U PSIDC. 

(a) Emplo)1men f fnomotion fJrof!.rnmme 
. T h e Govern rnen t of Ind ia (Planning Commission) approved 
(T C1 n11arv 1975) va rious seH employmen t schemes wirh a capital 

outhy of Rs.3~0 . RO lakhs and t~;iinin g· o f t·cchnica] personnel at 
<i cost o f Rs .9 . 20 lakh s under Employm en t Promotion Proinamme 
1074·-75. The fund for the sch emes was to be pro,·icled in tl1e form 
of loan ;rnd grant in the ra tio o f 50 : 50 to the State Government. 
The funds for the tn1 in irn2: '\\"ere to be provided in the form of 
gran t . The sche mes were to be impl emented b y ?i l st March 1976 
'subseq u ently extended np to 31st M arch 1979. 

Under the aho\'e ~chcme. the Company recei,·ed in 19i5-7fi 
and 197n-77 R s.4 :> .?, l lakhs (Rs.22. 60 lakh s as on loan and 
Rs.22.65 lakhs <1S grnnt) for set ting up 40 nnits for rn<1nufacturing 

I 
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electronic and allied items (generating employment [or 1, I 20 
persons) and Rs.2 . 16 lakhs for administr ative expenses. The 
Company also received a grant of R s. l .01 lakhs ( 1 97.~-76) 
from the State Government for Lrainin o· 80 eng·ineerin CT d e<Trce / 

• i") \, 1...., b 

diploma holders for 4 months. The loan was r epayable b y the 
Company in 10 eq uJ l annual instalments from the date of its 
drawal along with inte rest of ] I . 25 f1er cent per annum 
subject to a reba te of ~. 5 per ce'll t for timely repayments. 
The entire funds were required to be di sbursed to the units as 
margin / seed money loans c;:i rrving; interest at 8 jJer cent per 
annum subject to a rebate of 3.5 per ce11l for timely repaymen ts. 
The Companv. howeYer. dislrnrsed (up to M arch 198 1) a sum 
of Rs.5. 33 lakhs lowanJs marg·in money loans to 24 units (gene
rating employ lllent for 3 14 persons) . Jn addition the Company 
had spent Rs.4.+ . 24 faklis on cost of land and construction of 29 
sheds (R s.28 . 4 1 lakhs), administrative charges (Rs.8 .47 lakhs) 
and in terest on the ;:i foresa icl loan charg-ecl to the grant (R s.7 . 36 
lakhs) . The expenditure incurred against the grant of Rs.1. 01 
lakhs for tra ining ·was R s.O. ?> O Jakh for training 25 persons. The 
developmenL charges (R s.6 . 71 lakhs) claimed by the Director 
of Industri es in l\·farch 1980 were not yet paid (March 1982). 
Thus the major amount had b een spent for purposes other than 
those for ·which funds were received. 

The sheclc; were allotted at monthly rents of Rs.500 and 
R c;.650 without an v reg·ard to the area of the land. which ranged 
from 5.519 sft to ] 0,862 sft and ·were occupied a fter a period of 
2 to 26 months from the date of the ir completion. This resulted 
in a loss of r ent of Rs.1 . 23 lakhs on account o f delay in allot
ment (Rs.O. 8S lakh) and delay in occupation b y the allottees 
(Rs.O. ?i!J lakh) . Out of the total rent due (Rs.7 . 20 lakhs) up to 
30th June 198 1. a sum of Rs.5 . 36 lakhs (excluding interest at 
12 fJer cent per annum on delayed payments) "·as outstanding 
against 22 allottees (September 198 ]) . 

(b) Ancillary Estate, Roe Barcli 
The Compan y took up (November 1976) construction o E 8 

sehcls out of its own funds on the land purchased (September 
1974) b y PICUP from Utt.ar Pradesh State Industrial lkYelop
rnent Corporation Limited. The construction of sheds was 
completed in November 1978 at a cost of Rs .90,000 to Rs.01 ,3.!)0 
each and these "·ere sold (.lune 1978 - J anuary 1979) to 5 
anrillar y and 3 non-ancillary units. a t cost p rice in r~sp~c; oE 
which a sum of R s.O. 80 lakh was still clue from one umL \ l\iarch 

1982) . ... ·- -~ 
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(c) Progress of Industrial Estates 

The Company rendered technical and other assistance to 
entrepreneurs in the establishment of elecronic industrial estates 
at Noida (Ghaziabad), Sahibabad (Ghaziabad) and Agra on pay
ment of administrative charges (subject to a maximum of 2 jJer 
cent of the project cost) by the State Government. Against the 
claim of Rs.16 .14 lakhs for the period from 1976-7'7 to December 
1980, the Company received on ly Rs.12 .51 lakhs from the State 
Government. A sum of Rs.3.63 lakhs was disallowed by Govern
ment on Lh e ground that the reimbursement of pay and allowances 
of Company's staff was not admissible to the Company. 

(d) The progress of' the industrial estates as on 31st August 
1981 is indicated in the table below: 

Particulars Neida Sahiba
bad 

Agra Kanpur Rae 
Bareli 

(In number) 

Unit to be set up 300 
Employment to be 7500 

generated 
Applications received 1230 
Units selected 128 

Sbeds/plots allotted I 07 
Units to whom loan was 26 

sanctioned 
Total loans sanctioned 

by financial institu 
tions (Rupees in lakhs) 211.88 

Units which had ins- 20 
tailed machinery 

Units under commer- 15 
cial production 
Units under trial pro- 4 
duction 

Employment generated 394 
Percentage of units 
which bad installed 
machi nery to-

Number of sheds/ 18.7 
p lots allotted 
Units selected 15.6 

Percentage of employ- 5.3 
ment generated to 
employment to be 
generated 

40 
1300 

76 
48 
31 
15 

328.15 

5 

3 

2 

227 

16.1 

10.4 
17.5 

16 
340 

24 
9 
3 

15 

4.4 

40 
11 20 

81 
32 
34 
25 

120.68 
21 

19 

2 

314 

61.8 

65.6 
28.0 

24 

544 

313 
18 
13 
7 

13.24 
9 

9 

142 

69.2 

50.0 
26.1 

Total 

420 
10804 

1724 
235 
188 

73 

673.95 
55 

46 

8 

1092 

29.2 

23.4 
10.1 

1 



29 

It will thus be seen that only 55 units (23 . 4 jJer cent) out 
o[ 235 selected , had installed the machinery so far (March 1982) . 

2 . 12. Electronics T esting and D evelopment Centre, Kanpur 

Utilisation of grant 
An Electronics Testmg and Development Centre was ~et up 

at Kanpur (1974-75) by the Company as an agent of the State 
Government wiLh the object of rendering service to s111all and 
medium scale electron ic units in tesLing, calibration etc., at 
nominal charges hxed by the Electronics Department of the Gov
ernment of India. The capiLal expenditure of the centre was to 
be met out of the grant from the Central Government, which 
would be subject to a maximum of Rs.25 lakhs, and a matching 
grant from the State Government. The recurring revenue expen
diture was to be met from the gnnt to be separately provided for 
the purpose by the State Government. Up to 1980-81 capital 
grant amounting to Rs.48.83 lakhs was received (Cenlral Govern
ment : Rs.24.97 lakhs ; State Government : Rs.23.86 lakhs) against 
which a sum of Rs.40. 94 lakhs was utilised on the construction 
of building (Rs.9. 20 lakhs) , purchase of plant and machiriery 
(Rs.26. 09 lakhs) and other assets (Rs.5. 65 lakhs) . The expen-
diture incurred on plant and machinery included expenditure 
on plant and mac.hinery \ Rs.5 . 98 lakhs) installed at the premises 
of Gptron Digital Systems Limited and Uptron Capacitors Limi
ted and a vehicle (Rs.O. 52 lakh) being utilised at the headquar
ters of the Company (July 1975 to March 1981). 

The Management stated (September 1981) that since the 
centre did not have enough manpower and also as there was not 
enough work from the entrepreneurs, a part of the equipment 
(Rs.6. 50 lakhs) was given to subsidiaries with the understanding 
that the equipment would be maintained at their cost and no rent 
would be paid by them. 

Though the entire recurring revenue expenditure was to be 
met from the State Government grants, the recurring expendi
ture was not reimbursed in full. Against the total revenue 
expenditure of Rs.25. 54 lakhs and income earned (for tesLing 
and calibration of en trepreneu rs' equipment) of Rs. 2 . 34 lakhs 
up to March 198 1 the Company had received Rs.17 .43 lakhs as 
revenue grant from the State Government. The shortfall of 
Rs . 5. 77 lakhs had been met from the capital grant without the 
sanction of Government. 

The Management stated (September 1981) that the malter 
relating to the reimbursement of the expenditure had been taken 
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up with the State Govcniment (February 1981) and was under 
. a.cti ve consideration. 

2 .13. Accounts and internal audit 

The Company has its own internal audit oro·anisation con
sisting or one assistant manager, (internal audit) 

0 
and two assis

tants. It, however, engaged (30th June 1978) a llrm of Char
~ered Accou_nta1~ts for three months (July to September 1978) 
lor conducung internal audit and for preparing the accounl'.in14 
manual. The firm had neither prepared the accounting manual 
nor conducted any internal audit. 

In the absence of a manual, accounting work was being d011e 
in terms of various orders, circulars and instructions issued from 
time to time. The Statutory Auditors in their reports on the 
accounts of the Cornp;:my for the years ended 31st March 1979 r 
and l 980 had advised strengthening of internal audit arrange-
ments commensurate with the size and nature of the Company's 
business. 

2 .14. Other topics of interest 

(a) Acconiniodation for the registered office 

The Company hired (N ovember 1979) a building at Lucknow 
(area 6,000 sft) at a rnonthly ren t of Rs. 9,000 and paid (Jm1c 
19SO) an advance of Rs.76,500 to the landlord towards rent. 
The building was, however, not occupied on the ground that 
the l~ndlord could not produce certificate from municipal autho
rities for its construction. 

The amount paid as advance was recovered in six equal 
instalments of Rs .12,750 each during December 1980 to July 
1981. This had, thus, resulted in loss of interest oE Rs.9,000 to 
the Company at i 6 fJer cent on the balances outstanding. 

(b) Avoidable fJa.yrnent of bank charges 

Collection of bills, issue of demand drafts, telegraphic trans
fer and payment for clearance of documents of the factory at 
Allahabad were being carried out by a bank, (with whom the 
factory had cash credit arrangements) on payment oE bank 
charges. On receipt oE an intimation (August 1979) from the 
bank that the charges for these services were being enhanced, the 
factory enquired (August 1979) from two other banks as to > 



wheLher they could render the services free of charge. Though 
one of the banks agreed (August 1979) to render the services 
free of charge, the factory continued to avail of the services from 
the existing bank, and that bank agreed (August 1979) to render 
the services at .the rates charged earlier. The unit had approach
ed the head oflice (August 1979) for the opening of bank accounts 
in oLher banks which was approved by the Board in April 1981, 
the accounts had not yet been opened (September 1981) . The 
bank charges paid during Lhe period from August 1979 to March 
1981 amounted to Rs.0. 86 lakh. 

2 . 15. Summing-up 

(i) The Company was incorporated in March 1974 with the 
ma in objects of promoting and developing electronics industry; 
lhe main activities consist of manufacture and sale of Television 
sets and promotion of like industries. 

(ii) The Company does not have any records to ascertain 
Lhe cost of its products in electronics factories, though litandard 
costing system was required to be adopted as decided by the 
Hoard. 

(iii) T he actual cost of production of TV sets was higher 
than the cost envisaged in the project repor.t due to excessive 
consumption of material. 

(iv) A cabinet supplier was allowed to use Novopan in 
place of plywood without corresponding reduction in rate for 
snpply of cabinets, resulting in undue benefit to the supplier 
(R s.0.90 lakh) . 

(v) Defective material (Rs .1. 24 lakhs) was returned to the 
supplier for replacement but neither the replacement was 
received nor was refund of payment already made obtained. 

(vi) The Company had invested up to 31st March 1981 in 
equity and loans Rs . 88. 09 lakhs and R s. 14 lakhs respectively in 
four wholly-owne<l subsidiaries. 

(vii) Seven joint sector companies 'vith an investment of 
Rs. 83. 38 lakhs in equity and Rs.l lakh :ts loan were floated by 
the Company till March 198 1. 

(vii i) The accumulated deficit in two of its joint sector 
companies as on 31st l\farch 1 97~ and ~ 1st May .1979 amounted 
to Rs . 9. 55 lakhs as against their paid-up capital of Rs. 7. 8~ 
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lak.hs. The Board decided (September and October 1980) to 

take~both u'nits in creditors' voluntary winding up but no acticn 'i. 

for w ind.ing up had been taken (] une 1982) . 

(ix) Against the furn.ls received (Rs.45. 31 lakhs) under 
centrally sponsored selfemployment schemes for providing assis
tance to the entrepreneurs in the form o( margin money loan, the 
Company had spent Rs. 49. 57 lakhs on construction of 29 sh eds 
( Rs.'2~. 41 lakhs) , providing margin money loan (Rs. 5. 33 lakhs) 
and administrative charges (Rs. S .47 lakhs) and interest on loans 
(Rs . 7 . 36 lakhs) . The targe t as envisaged in the scheme wa~ 
not achieved. 

(x) The entire recurring expenditure of the Electro111cs 
·Testing and Development Centre was to b e met from Govern
ment grants. Government d id not reimburse the recurring 
·expeuditure in full . The shortfall (Rs.5. 77 lakhs) was met from 
the capital grant without obtain ing sanction from Government. 

(xi) Though the Company had suffi cient funds throughout 
the period o[ four yea rs up to 1980-81 it availed of cash credit 
facility and paid interest (Rs.11 .59 lakhs) including penal 
interest (Rs.O. 46 lakh) . 

'The matter was Teported to Governmen t in December 1981 ; 
· reply was awaited (.June 1982) . 

~· 
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SECTION III 

THE PRADESHIYA INDUSTRIAL AND INVESTMENT 
CORPORATION OF UTT AR PRADESH LIMIT ED 

3 .0l . Introduction 

T he Prade~hi ya Industrial and Investment Corporatio n of 
Ut~ar Pradesh LurnLed (PICUP) was incorporated on 29th i\farch, 
19'.2 as a wholl y owned Government Company with the main 
ob.ic~t .of promotin~ and developing indusLries in the State by 
p~ov 1dmg fin anci al as~ is lance to medium and large scale indus
tries <1 lready set up or proposed to be set up. 
3 . 02. Activities 

The Cornp<1 n v. as per its objectives. is to provide ter m loans 
to medium and large sca le industries in the State for acquisition 
of block assets <inrl renovation , modernisation , expansion . etc. of 
the existing un its. 

The Comp<iny is currentl y engaged in the following acti
vities ; 

- sanction and disbursemen t of term loans ; 

- underwriting of shares and debentures : 

- participation in capital contribution ; 

- preparation o f techno-economic feasibility reports and 
establishments of i11dustrial complexes and projects. 

In addition. the Company is also act ing as agen ts of (i) the 
State Govern ment for disbursement of sales tax loan and imple
mentation of credit guarantee sc11eme: ( ii) the Cen tral Govern
ment for capital subsidv schemes and (iii) · Tndustrial Develop
ment l3ank of Tndia (IDBT) for seed ca pita l scheme. 

3 . O ~ . J\ fonngenunt 
The management of the Company is vested in a Board of 

Directors consisting o f 15 d irectors. 5 d irectors including Chair
m<tn and the Managirw Director nominated by the State Govern-' 
m en t. one b ' IDRT and the rest are appointed to r epresent in~us
trialists. financial :rnd other institutions and are liable to retire 
hy rotation. 

3 . 04. Capital strnct.ure 
' , ' 

The authorised cap ital of the Compan y as on ~ 1 st ·Ma°rd\ 
1981 was R s.1 O crores consisting of 10 lakh shares of Rs.100 each. 

3" ."'I 
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The ·entirepaid-up capital of Rs.7.21 crores (as on 31st March 
1981) , 'was contributed by the State Government. "-

3. 05. Borrowings 

(a) The Company had obtained up to 1980-81 loans aggre
gating R:s.1789.44 lakhs from the State Government for the 
schemes/ purposes indicated below : 

Scheme/Purpose Amount 

(Rupees in 
Jakhs) 

Sales tax loan (Interest free) 1115.00 

Ca19ital participation loan (interest at 13 per cent) 50.00 

Loans for establishment of projects and complexes (Interest free) l 87 .94 

Margin money loan (interest at 10.25 per cent) 11.50 

Other loans (interest at 13.5 per cent) 425 .00 

1789.44 

(b) The Company also obtained loans from the banks, 
raised funds by issue of bonds and debentures and the amounts 
outstanding as on 3 lst March 1981 were as indicated below : 

Source 

Bonds (6.25 to 7.00 per cent) 

I>Cbentures (I 0.25 per cent) 

IDBl-
(backward area : 6 per cent 

ordinary area : 9 per cent) 

Ballk overdrafts 

Total 

Amount Amount 
obtained outstanc!

ing as on 
31 st M a rch 

1981 

(Ru pees in lakhs) 

770.00 770.00 

255.0J 255.01 

819.66 r 773.45 

25.07 Nil 

1869.74 1798.46 
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3. 06. W ork.ing results 

The working of the Company for the three years up to 
J 980-81 showed a profit (before provision for tax and reserves) ' 
of Rs. 63. 85 lakhs and Rs. 72. 94 lakhs in 1978-79 ·and 1979-80 
respectively and loss of Rs.2. 80 lakhs during 1980-81. Since 
inception, the Company maintained accounts on accrual basis. 
As per Board's decision (October 1981) the accounts for 1980-81 
were prepared on cash basis to avail of relief in Income Tax on 
unrealised interest income. According to the Company's esti
mation the profit for 1980-81 would b e Rs.97 .04 lakhs, ha<l the 
accounts been maintained on accrual basis. 

The compilation of accounts on cash basis instead of on 
accrual basis, is not only contrary to the accepted principles of 
commericial accounting but also to the mandatory provisions of 
the Companies Act, 1956. 

3 . 07. Loan operations 

(a) · Procedure for sanction of loans 

The Companv sanctions loans to entrepreneurs in the range 
of Rs. 30 lakhs and R s. 4-5 lakhs in each case : loans below this 
limit are provided by the Uttar Pradesh Financial Corporation 
(UPFC) and where the requirement of a nnit for funds exceeds 
Rs.45 lakhs. term loam are sanctioned jointly with other financial 
institutions. 

On receipt of applications for loan in the prescribed form, 
the Company considers the technical and economic viability of 
tbe project so as to ascertain the b enefits such as stimulus to 
ancillary industries. generation of employmen t and income, con
tribution to State revenue. etc. flowing from the projects. 

In case of ioint financin g, appraisal is done either by tlie 
Company or other financial institution acting as the lead insti
tution. The note as finalised by the lead institution forms the 
basis for obtaining Board's sanction for term loans. 'After ap
proval, acceptance is communicated in the form of a letter of 
intent indicating. inter alia, rate of interest, terms and period 
of repayment, security etc. In addition to equitable mortgage 
of property, personal guarantee from the director holding maxi
mum number of shares in the unit is also obtained for repay
ment of principal and payment of interest. The extent of secu
rity to be offered in the form of assets has not been specified. 
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The Company bad been, however, sanctioning term loans at a x 
margin of 25 per cent of the security offered in the case of units 
set up in backward districts and 30 per cent in other cases. 

( b) Sanct ion of loans 

The table below indicates the details of loan application~ 
received, sanctioned, withdrawn and pending at the close of the 
three years up to J 980-81 

Applications pending at 
the beginning of the 
year 

Applications received 
during the year 

Total 

Applications sanctioned 
Applications cancelled/ 

withdrawn 
Applications pending at 

the close of the year 

1978-79 1979-80 1980-81 

Num- Amo- Num- Amo- Num- Amo-
bcr unt ber unt ber unt 

(Amount in lakhs of Rupees) 

7 ] 81 .93 21 682.76 39 11 80.40 

44 1362.64 65 1763.70 66 1697.78 

51 1544.57 86 2446.46 105 2878.18 

27 7?6.92 
3 74.89 

2 1 682.76 

38 995.0 1 
9 271 .Os 

39 11 80.40 

49 1253.60 
29 754.74 

27 869 .84 

T ime for processing of appl ications was not prescribed by 
the Company. In cases where appraisal is done by the Company 
it takes 2 to 3 months to process the application provided the 
required information is furnished by the unit all at a time. In 
joint financing cases action is initiated after a decision is taken 
by the financial institutions. 

Up to 31st March 1981, term loans aggregating R s.4,972 .75 
lakhs were sanctioned to 141 units . The total turnover of the5e 
u nits at normal level of production and their emplovment poten
t ial were estimated by the Company at Rs.49,517. 70 lakhs and 
27,205 persons respectively. The Company was. however, hav
ing no information about the actual turnover and the employ
ment generated. 

(c) · Disbursement of loans 

T he borrower has to draw 25 per cent of the sanctioned loan 
within 6 months, and an additional 50 per cent within 12 months 

--
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and the balance within 18 months from the date of sanction, 
failing which the Company is at liberty to revoke the entire 
amount of loan or such unavailed portion thereof as may be 
decided. 

First instalmtut of loan is payable only after the unit has, 
inter alia, furnished proof of acquisition of land, clearance from 
the controller of capital issues, details of expenditure to be in
curred out of loan, etc. Fmther, the unit h as also to indicate 
arrangements for h11ancing, underwriting of public issue and 
equity participation by other instiLUtions and the promoters have 
to contribute 50 per cent of their portion of the share capital. 

The table below indicates the cumulative effective commlt
rnents of loans (sanctions including carry forward cases less can
cellations) and disbursements thereagainst d uring the three years 
up to 1980-81 : 

1978-79 1979-80 IY80-81 
(Rupees in lakhs) 

Effective commitments ; 462.28 1928.25 2631.16 

Disbursements 359.12 151."69 755.39 

Percentage of di sb ursements to effective com- 24.6 23.4 28 .7 
mitmeuts 

T he Management stated U une 1981) that the pace of dis
bursement did not match with the pace of sanctions because ol 
delays by borrowers in complying with various formalities. To 
accelerate the pace of disbursement in cases where completion 
of legal formalities was likely to be delayed, the Company decided 
(February 1980) to sanction bridging loans against loans already 
sanctioned . T hese loans are sanctioned for a period of six months 
extendable up to two years at an interest rate of 1 per cent above 
the gross rate of interest on term loans. 

Up to January 1982 bridging loans aggregating Rs. 398 
lakhs were disbursed to 24 units out of which Rs. 259 lakhs dis
bursed to 18 units were converted into term loans up to J anuary 
1982. 

In addition, bridging loan of R s . 21 lakhs was disbursed dur
ing 1980-81 to a unit of Bulanclshahr against the term loans sanc
tioned by IDBI, Industrial Finance Corporation · .. of India (IFCI) 
and Industtrial Credit and Investment Corporation of India 
. (ICICI)_. All the units, excepting Bulanclshahr unit, have 
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cleared i?terest dues ; in terest amounting to Rs.1.62 lakhs was 
outstanding (January 1982) from Bulandshahr unit. 

The. Mana?ement stated (February 1982) that with the 
cancellat10n of mfructuous sanctions and acceleration of the pace 
o~ disbursement by sanction of bridging loans, the percentage of 
disbursement to total effective sanctions would pick up. 

(d) Agree11ient 

~s per stipulations in the letter of intent communicatir:g 
sanct1011 of term loan to the units, agreement is required to ue 
executed within 4 months from the date o[ the letter of in tent 
or such further time as may be allowed by the Compan y at its 
discretion. A test check (June 1981) revea led that : 

- in 7 cases (amount sanctioned : Rs. 230 . 50 lakhs) though 
letters of intent communicating the terms of loan were 
issued between October 1978 and February 1980, agree
ment had neither been executed (June 198 1) nor sanc
tions for Joans cancelled ; 

- there was delay ranging between 12 and 37 months in the 
executio11 of agTeernen ts in 5 cases ; and 

- in 17 cases loans (amount sanctioned : Rs.395 lakhs) were 
cancelled 12 to 56 months after the expiry of initial period 
of 4 months. 

The Company had not recoYered the commitment charges 
in 17 cases (amoun t sanctioned : Rs . 395 lakhs) when the loam 
were not availed of and subsequently cancelled though it was 
reported to the Board (July 198 1) that suggestion of IDBI to 
levy commitment charges h ad already been implemented. 

(e) Rate of interest on te1·m loan 

(i) Initially (April 1972) the rate of interest on term loans 
was prescribed as 9. 5 per cent per annum with a rebate of 0. 5 
per cent for prompt payment. T his was revised subsequently on 
several occasions on account o[ increase in cost of raising funds, 
to take care of the uncertainty of return on underwriting opera
tions and to meet the gap in earnings from surplus funds, which 
under d irectives from the Reserve Bank of India, were being 
kept in term deposits (at interest ranging from 5 to 5. 5 p er cent) 
carrying lower rates of interest. The rates of interest as revised 
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b y the Company fro m t im e to time are given below 
Date B:ickward area Other areas 
from -------~ - - - - - - ----- ---- ·----
which Gross rate J et rate afrer Gro~s rate Net rate after 
rate of exclu<ling rebate exclud ing re-
interest for timely pay- bate for timely 
revised ment of dues payment of 

dues 
---
Loans Loans Loans Loans Loans Loans Loans Loar:s 
from out of from out of from out of from out of 

Com- refi- Com- refi- Com- refi- Com- refi-
pany's na nce pany's nance pany's nance pany's nance 
funds fund s fu nds funds 

(Per cell/) 

12th 12.0 12.0 10.5 9.5 14.0 14.0 12. 5 12.0 
August 
1977 

28th 14.25 13.25 I 1.25 10.25 17.0 16.5 14.0 13.5 
October 
1980 

24th 16.0 15.0 13.0 
March 

12.0 17.5 17.0 14.5 1.4.0 

1981 

(ii) In some cases the terms and condition s regarding the 
r a te of interest to be charged as mentioned in the le tter of inter1l 
wer e different fron1 those approved by the ·noard . 

(iii) In -1 cases (amou nt dishur ed : Rs . 102 lakhs) as per 
letter s of in tent th e rare of in terest was 9 . 5 per cent with a rebate 
of 0. 5 per cent for time} y rc-paymen t. T h is rate was u bject to 
su ch varia tions as may be decided by the Board from time to 
t ime . Although u pward revisi011 in the in terest ra tes (12 to 16 " 
jJer cent) was approYed (September 1974, May 1975. Au gust 
1977, O ctober 1980 and March 1981). by . th e Board, t he rate 
mentioned in th e letter of inten t only was charged . 

T he fa n <lgement sta ted (February 1982) that due to ope- ·. 
ration al difficulties the Company d id not consider it proper to 
charge varying ra tes of in terest from the same party. 

(iv) In one case (amou nt disbu rsed : Rs. J 5 lakhs) accord
inrr to letter of intent the rate ch arge<lblc from the un it ~,·as that 

~ ' 
prevailing on the elate of agree men t . T he agree 111 ent " ·as entered 
into on 4th J anu ary 1975 on which d ate p rev<l iling- rate .oE in.t~r~st 
was 12 .5 per cent with a r eba te of 1 .25 per cent . Against this) _, 



rate of in lere t provid ed and actually charged was 9.5 per cent 
with a reba Le of 0.5 per cent. 

T h e :\fanage me nt sta ted (February 1982) that though it was 
111entioned in 1he lett er of in tent that the u n it wou ld make th <:: 
payment of int e rest a t the r a te pre ,·ailing on the date on which 
th e loan agr eement was executed. yet i n view o f the decision of 
the Board (Sept ember 1974) the rate of in terest originally con
cern p la ted was p rovided in the agreement an d charged . 

H owever. i n two o ther imi lar cases th e ra te of in terest pre
vail ing on the <l ate of agreement. as provided in t he letters of 
inten t. wa char ged. 

R easons lor adop ting d ifferen t policies in char ging of interest 
in these ca es were not on record. 

(f) Defaulls i11 repaymenl 

T he table l>elow indicates ou tstanding term loans, amou.nt 
overdue on acrnunt of principal and inter est at the end of the 
three years up to 1980-81 : 

Year ended 31st T erm-loa n Overdues Perct:ntagt: 
March out- - - - - - ----- - of over-

standing Principal Interest Total dues to 
term loa ns 

ou t-
standing 

(Rupees in lakhs) 

1979 1180.40 85.65 61.70 147.35 12.5 

1980 1567.2l f 146.53 105.45 251.98 16.1 

198 1 2252.77 180.00 170.89 350.89 15.6 

T he a mount of °' erd ues d id not include Rs . 23i . 74 lakh~ 
(principal : R s. 159 . 70 lakhs and inter est : Rs . 78 . 04 lakhs) 
due fro m 26 uni ts. parllle t1 ts oE which were deferred by the Com
pany. Even after d eferment o f instalm ents of pr incipal and 
incerest in several cases, the overdues were showing an upward 
trend. 

-
~ 



> The following table shows the overdues on account of p rin-
cipal and recover y thereaga inst for th e three yea rs u p to 1980-81 : 

1978-79 1979-80 1980-81 
(Rupees in lakhs) 

Overdue at the beg inning of the year 42.70 85.65 146.53 

Add : Amount which became due for 136.93 156.51 205.35 
payment du ri ng the yea r 

Total 179 .63 242. 16 35 l.88 

Less : Amount reco vered d uring the year 73.38 64.88 9 1.83 

Ba la nce due 106.25 177.28 .~ 60.0:; 

Amo unt, the reco very or which wa s deferred ::W.60 30.75 80.0 

Amo unt o verdue fo r recovery 85.65 146.53 180.00 

Percentage of reco very to the amo unt due 40.9 26.8 26. I 
fo r payment 

Defau lt i11 rep:iyment o f p r incipal was a ttrib uted (O ctober 
19l'l0) b y the \ fan :igemcn t to unecon omic level o f operation s ot 
ass i ~ red rn1it. d ne to power cu ts. sh ortage of in puts and d ifficulty 
in obta ini ng "·ork in ~; capital. 

Age-wise analysis of ont standing Joans and interest as on 
31st Nfarch 198 1 was as follows: 

Pri ncipal Inte rest Tota l 
N umber Amount N umber Amount Number Amount 

o f o f of 
units units uni ts 

O utstand ing for o ne 2 1 
year and less 

Outsta nd ing for m o re 13 
than o ne year but up 
to two years 

Outsta nd in!! for mo re 9 
than two y ears but up 
to th :·ce yea rs 

Outsta nd ing fo r mo re 
than th ree years 

Tota l 

5 

(Amount in lakhs o f Rupees) 

73.60 40 11 5.66 43 

46.90 17 32.06 17 

36.00 7 18 .59 10 

23 .50 3 4 .58 5 

180.00 170.89 

189.26 

78.96 

54.59 

28.08 

350.89 
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.Of the above. 23 units where loan s for R s. 5 14·.47 lakhs ..( 
(inclnding- 10 units to whom additional loans aggregating 
R s.109 . l :J lakhs) were disbursed had not paid e\'en a < ~ngle insta l-
me n t of pri11cipa l. The amount· m ·erdne \\·as Rs . 139 .15 lakhs. 
Oul' of Rs. ~03. 5 ~1 lakhs rerm-crablc towards interest from the.,e 

· units a su 1n of Rs. 127. O~ bk h<; had been recove red and recovery 
of R s. 70. 2 1 lak hs h ad been deferred an d balan ce amount ' o( 
R s. l OG. 2R hikhs ,,·a~ OYerdue for recm'er y. 

The l\ ran agement slated (Febrnan· 1982) that d efaults were 
ma inly cl u e to po\\'er shorL;i g·es . imhal ;rnced equ ipment. m arket 
constraints. f'(( . h Wa<; f11rt her sta tecl that for ilTtproving- recovery 
position a sep:ira te Recovery Ce ll had h een crea ted by the 
Company. 

3 . 08. .H oniloring nnrf fol/ow-ufJ 

Tn order to e'<ercise e ffective watch o n the operation s of the 
unit·s assisted bv th e Compan r . t·he Board decided -(O ct·ober 1977) 
to fill up the post of Chief Fi11ancc Officer (hing vacant since 
May l 075) and to create a mon i to ri 11~ and folloff up cell consist
ing of a Jvf ech;rnica l Eng ineer. a Chem ical EnQ·ineer and a 
Finance Officer under the overall charge of tbe Chief Finance 
Office r in <iddition to his charge oF Finance ;:i ncl Appr aisal divi-
s.10n.s. 

The po. t of Chief Fimnce Officer "·as fill ed in Tanuary 
1078. Hm,·e,-er. reporrs on t11e progress of proiects based on the 

. quarterly reports from units had not been submitted to tbe Board 
tho ugh the Boani's decis io n envisag·ed submission of su ch reports. 
Inspections had not been arranged as per directions of the Board 
and the nu mb er oF u n its to be inspected every year h ad n ot been 

. .. dete rmined . In this connectio n a team from IDBI h ad ob served 
(October 1980) " .. . ..... normally n o inspection is carried 

. O\l t until disburse1nent h as been made to the extent o f 60 per cent 
· of the loan am ount . .... the Corporation carri ed out follow up 

inspection s of only 3 1 compan ies -and as on 31st March 1980, 8 
. . ~gmpan~es had n 9 t been inspec;ted For more than 2 years" . 
.. · .' .. ... 

IDBI also <> t resse<l 1he need For in pection o f a11 the units 
at least once a ,·ear and of default ing units at more frequ ent inter-

.. · vals so as to d~IJect. at tl1 e earliest. symptoms of incipient sickness 
and initia te r emedial measures bu t the Company did no t lay the 
o-uidelines for d eterm ina tion o F finan ci<i1ly n on-viable /. ick units 
~ntil ~fay 198 1 wh en 0 11 the b asis of g-ui<lelin es received from the 



IDBI · (~1 ay 1980) the Board approved adoption of any one oT 
1110re of the follo\\· ing- criteria ror ident ifi cation or sick units : 

- COllt inuou ~ c.1sJ1 !os~es ror a period of t\\"O year-; (JI" continued 
erosio n i11 the n et worth : 

- con1inuo11s defaults in meeting- four consecutive haH
yea rl y instalme n ls of int e rest or princ ipal: 

- shonl"<1ll in the 111;irg i11 !"or hank advan ces and peFsistc;1t 
irregul ,1ritics in opera tio n of the units' credi t limits wit·h 
b<lnks : <lncl 

- nl0ll 11 tin g :-t rrear 0 11 <lCCOllllt or Statuton· or Other (iabi
Jities. sa~· for a pe r iod of one or two ve~rs. ' . . 

On th e l1asis of" these ~ 11i<l eli11 es the Sick l 11it Cell (created 
111 J1111 e 1080) ide ntifi ed (\ fa y 198 1) 2G sick u nit<; (loa ns dis· 
hursed: R s.711 .'1:1 lakhs during· th e period :\farch 19i4 to Sep
te mber 108 1) . Thi<; positi o11 had . ho"·e,·e r . n ot been placed 
be fo re the Board <;O ra r (June ] gl 2) and a 'illl11 o r Rs.Jfl~ . 22 
lakhs ( in cluding inte rest of R s . 14!) . 25 lakh<i) was due on 30th 
Septembe r 1981 from the units. 

The 7'fa11 ag-c ment stated (F ebruary J 982) that th e Company 
was takin~· ac1cq u :i re s teps Lo s t· 1 en~then the monitor in p: <lnd fol
lm,·-up cell h ) recru iti ng ;idditional number or o ffice rs to do 'the 
job of mon itorin g- in a be tter way. 

3. 09. Cr1/1itnf pnrticipr1tio11 sche111es 

(a) U11derwrili1?g 

In September 1973 the Compan y started underwriting ope
rations but the extent of assist::mce to be san ctioned was deter
mined onl y in Jnne 1976 as under : 

Units coming up in other than back
ward districts 

Units co ming: up in backward districts 

Units coming up in notified bacb,arcl 
areas (capital subsidy distric ts) 

Extent of unde1 writing assistance 

15 per ce11r of the public issue 

20 per ce111 of the public issue 

25 per r e111 of the public issue 



Up to 31st Ma rch 1981 underwriting of shares of the face ~ 
value of Rs . 245 . 56 lei khs was sanct ioned in favour of 36 units. 
The C? mpan r !1ad to accep t as per undenniting obligations 
shares m 17 ll11LLS ro r R s . 12'.i . 07 lak hs (equity: Rs .88 . 93 lakhs 
and prefe ren(e hare. : Rs. 3-1 . 14 lakhs) . 

T hough a ll the 17 unit s had go ne into produ( tion b e fo re ~ 1st 
March 1981. the Com pa1w w a getting rep:nbr d i,·icl end From 
two units on h· (o n e u ni t 8 to 10 per rent and the o the r 11 fJer 
cent) : no di,·ide ncl " ·as re(ei ved fro m Lh c othe r 1!) units (Com
pan v's irwe. t nr c nt : R" . 101 . 70 lakhs) . 'The di v idend rece ived 
dnrin g- 19 0-8 l "'\\' <l'i R s. 2 . ~ l lakh s. 

Eigh t unit s in " ·hich funds amonnting- to R c;. 42 . 29 lakh s 
(equ it,· : R~ . ~ !) . 91 h khs and prefer c> n(e : R s. () . ~8 lakhs) h ad 
been inveSt"ed di<l n ot" clecfare am· div idend e ither became o f 
insuffic ienr p rofit (, o r ( On tinu ccl losses : sc ,·en u n its i1wnh·ing- an 
inYestment o f R .!19 .4 1 lakhs (cq uitY : Rs . 4 ~ . n!'l l:ik hs and 
preferen ce : R s . 10 . 7G lakh l') had become sick in the li g-ht o f 
the norrns adop1r.-l I)\ th e Com pa n Y. 

T he sh a res , ul). cri bed lw the Co rnoan v as a result of under
writing-obliga tions " ·ere li t ed but \ 'en· few o f these ,,·ere quoted . 
The Company a r ertain e<l th e q u o ted Y(l ]ne of sh ares on ly a t the 
year end . The n l uc of the hares. as ascert ::i ined a t the encl oi 
1980-81 was as follows : 

Name of unit 

A 

B 

c 
D 

E 

F 

Face value 
. per share 

10.00 

10.00 

10.00 

10.00 

10.00 

0.00 

Market value Total face Total market 
per share value value 

as on 31st 
March 198 1 

(In Rupees) 

3.24 13,20,250 4,27,761 

10.00 9,75,000 9,75,000 

10.00 4,37,530 4,37,530 

18.50 9,90,450 18,32,332 

10.00 10, 17,500 10, 17,500 

2. 50 5.00,000 l.25,000 

----- ---- -
52,40,730 48, 15, 123 
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(!;) i'rivalf j;artir-ijwfion 

The IDBI d irected (Noveml>er 1976) fin an cial institutions 
to subscribe directly w the publ ic issues . up to Rs.25 1akhs, 
instead of' underwriting th em . Pnder thi s scheme. the Com
pan y il1\ c. tecl Rs. 108. !'iO bkhs in t he shares of 2~ of its assisted 
?ni t:-. (R !i .88 . /.'; lakhs) and two joint sector project. (R s.J09 . 'i7 
ta kli s) up LO '."l l •;i \l arch l9t l. OE these 25 units. 16 units (in
c lud ing one llllit icle111i fiec.1 as sick-investmenl": R .10 lakhs)were 
in the co1nruct inn stage (March 1981) ; 8 uni ts ( includ in<T two 
unit s idcnt ified :ts s ick-in ve 1·me 11 t : Rs.G. 75 lak hs) had g-on~ into 
production b u1 no dividends had been d eclared (~farch 1982): 
and one t1ni t is l~·i og clo.u l (June 19 70) and mention about it 
ha~ been rnade in pa1agraph 2 . 09 . 0 ~ or thi s R e port. The Com
pan y" in vest111c111 ( R" . 2 . 5 7 lakhs) in the ha~e ca pital of tl1e 
unit was e-.:pected to be a lo ·s as t he unit wa closed on account 
of uneconomit product ion cost ::ind ava il ab il ity of imported cera
mic capac i1 ors a t lo"·e r rates. 

( c} Cn /1it al jm 1 f icifw f ion scheme 

Tn \ r;1rch 107 I 1 he Company introduced capital part1c1pa
rion . chcrnc ror p ro\ iding a ~ is tance jo intl y with banks, by way 
of soft lo:i ns ro rnmpanir~. pa1 tn c r hi p a11cl sole proprie tary con
cerns fo r ~ertin!!, u p mediu m . ca lc indu tries in industri al estates 
de,·c lo1w d by l i11a r Pradesh Sma ll Tnd ustries Corpora 1ion L imited 
at l l se lected growt h ce ntre and backward districts. The 
sche me proYided for arrang ing loans up l"O 75 per rent (80 fJCT 

a11t in the C<l . e of techn ical entrepren enrs) of the capital cost 
(at least 50 Jin CPnf to be provided by commercial banks and 
rest by the Compan y) ca rrying interest a l no t more than 3 per 
rent abO\e the pre\ailing bank rate (11 fJer rent). T h e repay
ment pe riod was F.xed a t 9 years with a gesta ti on pe riod o f: 5 years 
in the case of lo<trn 10 be :ld vancecl hy the Com pany and 5- 7 years 
·with a-cs1a1io11 I)t riocl of 1-2 Years in respect oE loans to be 

~ I 

advance<l by banks. ix nationa lised banks and Uttar Pradesh 
Frnancia l Cor poration (P PFC) agreed to participate in the 
scheme. 

The Compan y received on ly one application under the 
scheme from PPfl, for sa n ction of a loa n of R s.6 . 85 lakhs 
ao-a im r wh ich a loa n cd Rs . 5 . 85 lakh . was sa nctioned (August 
1975). >:o o ther ca e wa!> forwarded by any other financial insti
tution reportedly due to high interest rates . The Company had 



olnainecl (2Uth ,\l a rch 1975) rro 111 the Sta te Government a loan 
o ( R . 50 b kh carryi?g interest at 13 per cent (subject to review 
a fter o ne year ) with reba te o f 3. 5 jJer ce11 t for timely 
re pa ) u1cn t o f principa l and µaymem o f inter est . As there was no 
fu rthe r requ i re111 ent o f funds unde r the scheme the Sta te Gov
e rn111 e111. a t the instance of the Compan y, converted . (April 1976) 
R . I l lak h int o sh are ca pital, and the balance of R s .6 lakhs 
was re fnuded Lo Go vernment in April ] 979. 

Due to poor re5po nse the scheme was given up in May 1978 
after incurring ;rn e"p~nditure o f R s. 6. 27 lakhs by way of 
interest on borrmved funds . 

3. 10. Fn1si /,ilil v r ejJ01 ls 

The S ta te C o \'ernrnen t l"o r rnul a ted a sche me (.J anuary 1974) 
t11 1d e r ~\"11 ich a n e11l1 cp1 encu r desirous o [ euing up m edium and 
large . ca lc indu t r ie~ or an expan ion thereo f was entitled to a 
u bsidy eq ual to 50 ['~ 1 rent (increased to 75 per cent from 

Dccc111be r I ~J/() J ol 1he co~t o f" fea ibility reports. The Compau; 
wa -; di 1cctcd (J ;1 11ua ry 1974) ro pre pare a Ii t of consultants in 
va rious field -. th1 ou;.:: h \\·horn the re po11 -; could be got prepa1ctl. 
T he COS{ or the f ea<.ibil it,· report 'iVas to be bo rn e by the Com
pany :111d t li e c11 t re prene11r i11it iall y and th e Company's share of 
the cost w as to be re i111bu1)ecl by Go,·e rnment la te r. The entre
pre11c 111· wa'> to i111 plc 11 1ent the project w ithin 6 months of the 
li a ndin ~ m -c r of the rc pn rt fa ilin g· which the feasibiliry repo rt 
wou ld be th e:: so le p ro pe 1 ty of 1he Compan y and Government. 

Altho ug h initi a lly the Co mpany was 10 bear the expenditure 
on the p rep:ua l i1>11 oF re ports . Go , ·ernment ad vanced [unds horn 
time to time to ta lling Rs . ~ 2 . iO lakhs fo r this purpose (1973-74 
to ] 9,)0-K I ) . Of thi . the consultants were paid R s.26 . 52 lakhs
(21 L projects) and Rs.5 . :)8 lakhs \\·ere lying- unutilised. 

Durin g- the period 197-1-75 to 19~ 0-8 1 orders for preparation 
or 21 1 feasibi lit y reports (R s.52 .05 lakhs) " ·ere pl:ic.ed by the 
Compan y on th ~ b asis o[ quotations o btained b y it fro m various 
firms o f consul tant-; . Though a perio d o r 2 to 4 m onths was 
;illowecl to the comultants for submission o f the r e ports. only 145 
re port s (R s. 3~ .77 lakhs) \\·e re submitted by the m ti ll ~ ]<; t March 
1 !181. The d el:i,· i11 submiss ion o l r e port s ran ged from 2 to 18 
month . The r e.maining 66 re po r ts (R s. 18. 28 laK. hs) for which 
a. sum of Rs.9 . 14 la khs had been advanced. during the period 
1977-78 to 1980-8 1 were still (June 1981) awaited . -
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Details oE utilisation of 145 reports received by the Com· 
_,, pany up to 31st March 1981 are as under : 

,. 

Number Fees paid/ 
payable 

(Ropees 
in lakhs) 

Reports in respect of which projects had been es-
tablished 

16 2.06 

Reports in respect of which projects were under im-
plementation 

29 6.42 

Reports under consideration of entrepreneurs 23 L 6.87 

Reports in respect of whjch projects had not been 
set up 

77 l18 .42 

------- ----
Total 145 33.77 

T he reports in respect of which projects had not been set up 
(77) include: 

-twenty-nine reports got prepared on behalf oE eight State 
Public Sector Undertakings at a cost of Rs.9. 56 lakhs ; 

- seven repoTts prepared at a cost of Rs. I . 78 lakhs which 
were not found ieasibie and the Company had to bear the 
entire cost (including the share of the entrepreneurs : 
Rs.O. 50 lakh) and 20 reports got prepared oy the Com
pany at a cost of Rs.5. 24 lakhs without any request from 
the entrepreneurs ; and 

- twenty-one reports involving expenditure of Rs . I . 84 
lakhs (inc1uding entrepreneur's share of Rs. 0. 46 lakh) 1 

got prepared on behalf of private entrepreneurs. 

3 . 11. Establishment of complexes and projects · -r 

(a) Electrical complex - ·- - , 

In May 1976, the Company, in consultation with Uttar Pra
desh State Electricity Board, decided to set up a complex of 10 
electrical industTies at Jagdishpur (Sultanpur) on industrial 
plots developed by Uttar Pradesh State Industrial Development 
Co1poration Limited (UPSIDC) . The location of the complex 
was shifted (August 1977) to Rae Bareli. The Company incur
red an expenditure of Rs. 2. 07 lakhs (reimbursable by Govern
ment) on the establishment of the complex during 1976-77 to 
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1979-80.' Gov~n~ment released a grant of R s. 1 . 24 lakhs and pay
ment 0£ remarnmg amount (Rs. 0. 83 lakh) was awaited (June 
1982) . . 

Four units engaged in the manufacture of HT insulators 
transformers and transmission / communication strucLures to 
whom loans aggregating Rs. 157. 85 lakhs ·were disbursed by the 
Company during 19i9-80 and 1980-81 faced problem of marketing 
their products. As at the end of September 1981 an amount of 
Rs.43. 08 lakhs (principal : Rs. 20. 10 lakhs and interest : 
.Rs.22. 98 lakhs) was overdue for recovery. Three units were 
completing formalities for obtaining finance (June 19S2) and the 
remaining three dropped their projects. 

(b) Low TemfJerature Carbonisation Plant 

The Company placed an order in January 1975 with a firm 
1Jf New Delhi for a techno-economic feasibility report for estab
lishment of a Low Temperature Carbonisat'ion plant and paid 
R s. 0. 60 lakh for it. The report was received in September 
1975. In May 1977 the Company placed another order for a 
report on gas distribution at a cost of Rs.O. 66 lakh and the report 
was received in September 1978. The Company placed an order 
on a Ranchi Ii rm in August 1980 for revising the report accordii1g 
te technology developed by a U. K. firm at a cosl of R s.2.96 lakhs. 
The report was awaited (January l 982). 

Out of Rs . 7. 76 lakhs obtained from the State Government 
(frnm Febn~riry J 978 Lo March 1979) the Company had spent 
Rs . 6. 94 lakhs (Rs .1 . 22 lakhs on feasibility reports referred to 
above, and Rs. 2. 72 lakhs on testing of coal samples and other 
expenses) . 

The Government of India (Department of Coal) observed 
(July 1980) that in case the project was to be set up in the Cen
t;al Sector, the Stat.e Government would have to give an under
taking for full off-take of gas and semi-coke at a price which would 
make the project viable. 

The State Government expressed doubts (SeptemLer 1980) 
about the ultimate off-take of gas from th e proposed plant by 
the consumer industry because industries presently using coal or 
oil would have to invest in furnaces of differen t design to switch 
over to gas for their fuel requirements. 

The Manacrement stated (June 1981) that the question of 
guaranteed off-t~ke of gas and ~emi-coke at a price which would 
make the oroject viable would be taken up after the final report 
was received. 
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(c) Electrical testing and developrnenl centre -·- :,:' 

With a view to providing testing facilities to electrical units, 
the Company decided (1\ugust 1978) to set up an electrical test
ing and development centre in the State. The Company got the 
feasibility report prepared (March l 979) by a consultant (Rs.0.49 
lakh) . The project was estimated to cost Rs.522 lakhs and 
equipmen t was to Le imported. A plot was allotted (February 
198 1) by UPSJDC l.rn t Tilla r P radesh Electronics Corporatio n 
Limited, a State GO\ernment Undertaking, protested against the 
allotment of the plot on the apprehension that testing operations 
at proposed site "·otdd adversely affect testing of electronics ope
rations in other units located in the adjacent: plots. In view of 
this the Compan y did not pay the reser\'a tion cost (Rs.O . 72 
lakh) due on J2th i\·farch 198 1. the allotmen1· was cancelled and 
earnest money (Rs.O. OS lakh) forfe ited. The Management 
stated (February 1982) that the project was pending- approval of 
Governrnent (] anuary 1982) and an alternative plot was beir.g 
looked for. 

3. I 2 . Sales {{IX form scheme 

(i) Government introd uced (No\'ember 1972) a scheme for 
grant o f interest-free unsecured loans to new industrial units 
eq ui valent to sa les tax paid and payable on the sales during the 
first three years (five years in backward areas) after commence
ment of productio n, subject to certain limits. 

Government d irected (November 1972) the Company to 
implement the scheme as its agent and funds required for d is
bursement of loans under the scheme were to be provided by 
Government in the sha pe o f revolving- fund and the expenditme 
incurred in the implementation of the scheme was to be re
imbursed to it . 

(i i) The loan is repayable in three equal ann ual instalments 
commencin g- from the 12th/10th year after the disbursement of 
first instalment of the loan depending upon the unit being in the 
backward or other d istrict provided that the loan sanctioned to a 
technical en trepreneur or to a non-res ident Indian shall be re
payable in six or li ve equal annual instalments respectively com
men cing from the l 2th year o( disbursement o f the first instal
ment of the loan. 

Tn the event of default or chang-c in the ownership of the 
fi xed assets, closing or stopping of production continuously for a 
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period exceeding six months or shifting to a n ew location etc. 
without prior permission from the Company, the loan shall be 
refundable immediately alongwith interest at a rate of 18 j1er cent 
from the date of disbursement. 

The Company obtained funds from Government on the 
' basis of anticipated requirements . The table below indicates the 

details of funds obtained by the Company from Government, loans 
sanctioned and disbursed to the units and the unutilised balance 
lying with the Company at the end of the three years up to 
1980-81 : ~· 

Year 

Upto 1978-79 

1979-80 

1980-81 

I 

O pening 
balance 

Funds Loans 
obtained sanc

from tioned 
Govern-

ment 

Loans Unutili- Percen-
disbu rsed sed tage of 

balance sanction 
(cu mu- to 
Jative) funds 

available 
(Rupees in Iakhs) 

7,25.00 5,25.46 5,01.14 2,23 .86 72.5 

2,23.86 1,90.00 3,72.66 3,10.06 1,03.80 90.0 

1,03.80 2,00.00 2,03.27 2,04.43 ~ 99.37 66.9 
------------

11,15.00 11,0 1.39 10,15.63 
------------

. . .... l 

Percen
tage of 
disburse
ment to 

funds 
available 

69.1 

74.9 

67.3 

The Management stated (February 1982) 
could not be utilised during th e year because 
received at the fag end of the year. 

that the amount 
the funds were 

Up to March 1981, 39 units defaul ted and were liable to - ~ 
refund the loan with interest (Rs.21.78 lakhs) against which 
onlyi 29 units refunded R s. I 0.38 lakhs. The State Government 
directed (November 1978) the Company to deposit the amount 
recovered against the instalments clue from the defau l ters into the 
Government account. Details of amounts recovered from de-

. faulting u nits and that deposited in the Government account· are 
ind icated below : 

Year 

Up to 1978-79 

1979-80 

1980-81 

Opening 
ba lance 

5.28 

4.45 

Recoveries 
Number 
of units 

16 

8 

5 

made Amount Balance 
Amount refunded 

(Ropees in lakhs) 

8.02 2.74 5.28 

1.45 2.28 4.45 

0.91 5.36 
).. 
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Thus even after receipt of Government directive in November 
1978, the Company did not deposit in full the amount recovered 
from the defa ul ters. I t was reported to Government (May 1980) 
that the Company <lid not earn any interest on the funds retained 
by it as the money was kept in current account. 

(iii) A test check (May 198 1) in audit of the Company's 
opernt ions revealed the following : 

(a) Out of the total disbursement of Rs. 1015. 63 lakhs to 
236 units up to 1\ifarch 1981 loans amounting to Rs.282.13 
lakhs were disbursed during- th e per iod Tuly l 975 to J une 
1980 to one sing-le unit of Ghaziabad. Jn this case a loan 
of Rs.6 1 . 27 lakhs was sanctioned in July 197 5 in favour of 
the unit. A further loan of Rs.80. 86 lak hs was sanctioned 
in July 1976 out of ·which Rs.49. 81 lakhs were paid in 
September 1976. From 4th December 1976 Government 
prescribed a ce iling (Rs.40 lakhs) on the amount of loan 
to be disbursed tmder the scheme. Altnough the Law 
Department opined that orders will have retrospective 
effect, the Company released the balance amount (Rs.31.05 
lakh) on l 8th December 1976. In Tulv l 977 Government 
clarified that limit prescribed was applicable in respect of 
loans sanctioned on or after 4th December l 976, irrespec
tive of the fact whether the unit started production before 
th at date. The applicat ion of the unit submitted in May 
1977 for a loan of Rs.93. 85 lakhs was. therefore, rejected 
by the Company. Government enquired (19th ·n cem
b er l 977) of the impact in re pect of other units in case 
the limit prescribed- was relaxed in favour of this unit. 
0 clarifi~ation (19th January 1978) by the Company 
that it was not possible to work out precisely the impact 
of relaxation in case of other units Go,·ernment finaiiy 
relaxed (September 1978) the l imit in cases where units 
had crone into production before 4th December 1976. n 
The Company thereupon considered the applica tions for 
loan of Rs.93. 85 lakhs (submitted in 1\ifay 1977) and 
Rs.67 . 02 Jakhs (submitted in September 1978) and sanc
tioned loan in December 1979, disbursement of R s. HO 
lakhs was made between February and June 1980. A 
(urthcr loan oE Rs.1 0 lakhs ·was given in April 1981. 

'As a result o( the relaxation granted by Government in 
September 1978 one more unit could avail of the benefit 
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(loan disbursed m the case of this unit 
lakhs) . 

was Rs.47. 55 

The ?vlanagement sla ted (July 1981) that loans were 
sanctioned and <lisbursed as per instruction s from Govern
ment. 

(b) The Company is maintaining a register to indicate 
the detaib of disbursements to units, recoveries made 
thereaga in st and the Colloiv-up action taken. AfLer 1975-
76, entries relating to submission of periodical returns due 
from loanees, District Industries Officers and Sales Tax 
Offices were not recorded in the register. As a result the 
default co111111itted by the loanee m~its could not be detec
ted in some cases in time. A test check revealed the 
following cases : 

(i) Two firms of Aligarh and Kanpur were disbursed 
loans of Rs.O. 30 lakh arid Rs. l . 42 lakhs in July 197G 
anJ Aug·ust l 977 respectively. Kanpur firm stopped 
production (July 1977) even before the disbursement 
of loan whereas Aligarh firm stopped production in 
October :i 977. The defaults committed by tlte I irms 
remained unnoticed and the Company noticed them 
only on receipt of complaints in N ovember 1979 and 
T ul y I 978 from outside sources. On issue of a reco
very cert ifi cate (February 1979) the Kanpur rirm 
refunded the loan amount in March 1979 whic.h ·was ~ 

accepted b y the Compan y without interest . Interest 
dues amounting to R s.O . 39 lakh were a<liusteJ by 
the Com pany subseq uently (October l 979) ou t oE 
the Droceeds of fresh loan of R s.4,89,953 disbursed to 
the fln n : part payment (Rs.0 . 15 lakh) was received 
(May 198 1) from the firm of Ali~·arh after it was serv-

ed with a notice in J anuary 1980. 

(ii) A loan oE Rs.0 .57 lakh (R s.0.1 7 lakh in 
November 1974 and R s.0.4.f) lakh in November 
197 5) ' .vas d isbursed to a firm of Lucknow. The 
unit stop ped production after 18th May 1977 but 
the fact of closure came to the notice of the Company 
only in February ] 978 when the General Manager, 
Distri ct Industries Centre, Lucknow reported it. ';-
The Company issued a certificate (March 1979) to 
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Collector, Lucknow for recovery of dues as arrears 
of land revenue alongwith interest at 18 per cent 
from the date of payment. The recovery certificate 
was withdrawn by the Company in January 1982 on 
the ground that stoppage of production was beyond 
the control of the unit. No further steps were taken 
for recovery of the dues. • 

Credit guarantee scheme 

Ill February 1973, Government introduced a scheme to pro
vide protection to ti1e financial institutions against losses in res
pect of loans given for acquisition of fixed assets or guarantees 
given under deferred payment terms on behalf of certain medium 
scale industries in the State. The implementation of the scheme 
was entrusted (February 1973) to the Company. The adminis
trati".e expenses in the operation of the scheme were to be re
imbursed by Government. The scheme provides that the finan
cia l institutions sha ll pay at the time of submission of applica
tion for guarantee to the Company, a fee calculated at 0. 5 per 
cent, per annum initially on the amount of advance or guarantee 
for deferred payment and subsequently·on the amount outstand
ing at the commencement of each year and in the event oE default 
in repayment of advance or the amount of guarantee they shall be 
entitled to recover from the guaranteeing organisation a sum 
equivalent to 67 per cent of the amount in default subject to a 
ceiling o( Rs. 7 lakhs in respect of any one advance or guarantee. 
Funds amounting to Rs.9 lakhs (Rs.3 lakhs in October 1974, 
R s . 3 Jakhs in April 1976 and Rs. 3 lakhs in August 1978) 
were obtained from Government as share capital to meet the 
liability on this account. 

No guarantees 1vere given under the scheme so far (June 
1982). The Management stated (.July 1981 / February 1982) 
that the scheme did not nwke any headway as : 

(i) the fee payable under the scheme was more than 
that payable (0. 25 per cent) under the .credit guarantee 
scheme administered by the Reserve Bank of India ; 

(ii) liability under the scheme was limited to 67 per 
cent subject to a ceiling of Rs.7 lakhs ; 

(iii) it did not cover working capital finance. 

., 
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3 .14. Accounting sys tem and internal audit 
(a) Accounting sy.s lem 

In Oct.ober 1973 it was decided to have an accounting 
t~1anua.l laymg clown the method of maintenance and compila
tion of accounts but it had not been prepared (March 1982) . 

• 
( b) Internal audit 

Companies having paid-up capital of more than Rs. 25 lakhs 
are required under the Companies Act to have, from 1st Janu
ary 1976, an internal audit system commensurate with the size 
and nature of its business. Decision Lo introduce the system with 
one in ternal auditor was taken b y the Company in February 1978. 
The internal auditor was appointed in April 1978. 

However, the post of internal auditor remained vacant dur
ing the period June 1978 to September 1980 and was filled up 
in October 1980. As the system did not work well, the incum
bent appointed as internal auditor was reverted (June 1981) to 
his original post of Assistant Accounts Officer. The Manage
ment decided (June l 98 l ) to engage an outside agency to work 
as internal auditor but no action had b een taken (March 1982) . 

The l\ifanagernent stated (July 1981) that the internal 
auditor had submitted a few reports which were under scrutiny. 

3 .15. O ther j1oinls of interest 

(a) The Company sanctioned (August 1976) to a firm of 
New Delhi a term loan of Rs .30 lakhs for establishing a paper 
mill at Sikandraba<l (Ilulandshahr) having an installed capacity 
of 23 tonnes per day and disbursed the amount in December 
1977(Rs.12 .40 lakhs) and February 1978 (Rs.17.60 lakhs) . 
The Company also invested Rs.7. 98 lakhs in equity shares of the 
firm in view or its underwriting obligation. The Company 
further sanctioned (September 1979) term loan of Rs.28 lakhs 
for import of two diesel sets ; disbursement of Rs .27 lakhs was 
made in March and September 1980. There was delay of 22 
months in the implementation of the project (as against April 
1978, cornrnercia'l production started in January / February 1980) 
leading to increase in project cost. Requirement of additional 
funds for meeting increase in capital cost, interest charges and 
cash los3es etc. was estimated (September 1980) at Rs.142. 78 
Iakhs and as per decision of lead institution (IFCI) the. Com
pany funded interest charges of R s.4. 53 lakhs for the period up 
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to Nove~ber 1980 (made payable from lst July 1982 in IO equal 
monthl~ instalments with 13 per cent interest) and deferred pay
ment of, four half-yearly instalments of principal of Rs.2 lakhs 
~ach _ which fell due up to 31st March 1981 so that repayment of 
hrst instalment would start from 30th September 1981 and subse
quent instalments every six months thereafter subject to the con
clition that no rebate in interest would be allowed in respect of 
four deferred instalments. 

It was noticed that according to Board's decision (October 
1977) rebate in interest was admissible only in the event the unit 
cleared the interest dues. However, the Company allowed re
bate in interest on the portion of the loan of Rs.57 lakhs (i.e. ex
cluding Rs.8 lakhs in respect of four deferred instalrnei11.s) . 

Further, while communicating the terms of deferment of 
instalments of principal the Company did not stipulate the con
dition put forth by the lead institution regarding appointment 
of qualified and experienced personnel in place of existing mana
gerial and technical officers in the unit. 

(b) The Company sanctioned (February 1974) a term loan 
of Rs .25 lakhs (disbursed during March 1975 to April 1976) 
to a unit of Calcutta for establishing a factory at Ghaziabad 
for the manufacture of high tensile fasteners (nuts, bolts 
screws etc.) . In addition, in pursuance of the underwriting 
obligations the Company also subscribed to shares to the eJC.tent 
o f Rs . 14. 30 lakhs (equity : Rs .11. 32 lakhs and preference 
shares : Rs . 2. 98 lakhs) . In order to meet part cost of four 
generating sets. additional loan of Rs. 7 lakhs was sanctioned 
(February 197 5) and disbursement of Rs . 3 . 50 lakhs was made 
(June 1975) as the unit purchased only two generating sets. 

The unit which was to commence commercial production in 
July 1975, commenced production in October 1976 and incurred 
~ cash loss of Rs.G. I 0 lakhs during the first year of its operation 
and, therefore, proposed rights issue of additional share capital 
oE R s. 20 lakhs (e4uit.y: Rs.IO lakhs and preference shares: 
Rs . 10 lakhs) . 

At the instan ce of the lead institution the Company subs
cribed (June 1977) a further amount of ~s.4 . 88 lakhs (Rs.l.89 
lakhs in equity shares and Rs. 2 . 99 lakhs m preference shares) . 
As the promoters did not subscribe their share of capital in full 
the Company further subscribed Rs.2 lakhs in preference shares. 
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. The unit did not pay any of the due instalments of prin-
cipal ; part paymem (Rs. 0. 50 lakh) of interest due (Rs .1. 50 
lakhs) for the half year ending December 1976 was ivade in 
January 1977. No pa)ment was made thereafter. 

Because of the unsatisfactory operations o[ the unit, a firm 
of consultants was appointed (Decem ber 1978) by the Company 
on a fee oE Rs. 0. ~~O lakh for examining the viability of the unit. 
The consultant~ suggested (OcLOber 1079) a scheme of reorganisa
tion oE the unit with a further investment o( Rs.70 lakhs. 

The unit had become sick and as sta ted by the Management 
the matter rega rding reorganisation of the unit was pending 
(February 1982). Meanwhile for want of funds the unit stopped 
operations in March 1980. The cumulative loss incurred by the 
unit up to December 1979 was Rs . 147 .09 lakhs against the paid
up capital of Rs. 8~.84 lakhs. 

At the end of September 1981 a sum of Rs. 39. 34 lakhs 
(Ks. 22 . 50 lakh out of Rs. 2 . 50 lakhs towards principal and 
Rs . 16. 84 lakhs towards interest) was overdue for recovery. 

In this connection the follovving points were noticed : 

(i) As per genera l policy ol the Company disburse· 
ment ueyond 60 per cent of the sanctioned loan amount 
is to be made only after inspection of the unit ; but in this 

case the in\Spection of the unit was done after d isburse
ment of 90 per cent of the loan ; 

(ii) as the unit was permitted to raise a loan of R s. 30 
1akhs [rorn a bank on the security of the assets (on the 
strength of which loan was given by the Company) , the 
stcurit) margin was reduced Lo 19. YI per cent aga i11st 
30 per cent provided in the agreement ; 

(iii) in the case of deferment of principal, rebate in 
interest is to be allowed only when all interest dues at 
the time of deferment o[ principal are cleared. In this 
case rebate was allowed even when the unit did not d ear 
the interest outstanding at the time 'Of deferment ; 

(iv) the working o( the nut plant (cost Rs.50 lakhs) 
was found uneconomical and it had to be dosed down : 

(v) on account of high cost o~ production the p:oducts 

0 [ the unit could not compete m the market with the 
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res~lt the unit had to allow discount up to 40 jJer cent as 
aga inst IO jJer cwt eslimated in the project report ; and 

(vi) part of the surplus imported mater ia l (value : 
Rs. 23.47 lakhs) was sold during 1976-77 and 1977-78 at 
a loss or Rs.4.3 1 lakhs . 

(c) The Company sanctioned (November l 976) a term loan 
or Rs .. 14 i akl~ 'I tn a unit 'G' of Lucknow for setting up a drug for
mulat10n unit at Lucknow at an estimated cost of Rs. 23. 94 
lak hs. The loan was d isbursed between J an uary 1977 and April 
1978. The loan was to be repaid in 13 annual instalmen ts com
mencing from 31st March 1979. 

Up to 1\farch 1978, the unit paid interest regularly and 
thereafter only in part and d id not pay any instalment of the 
principal . 

As the unit was incurring losses. it requested (October 1979)' 
for deferment of recovery of prin cipal and interest for 6 months 
but the reciuest was not accepted by the Company. A show 
cause notice for reca lling the amounts due from the unit was 
issued (June 1980). The unit 'G' intimated (Tune 1980) that 
a large amount w as due from GoYernment for su ppl ies made by 
it and that it "\\'OUld clear the dues arter the payments were 
received. The Company. therefore, asked the unit 'G' (Septem
ber l 980) to allthorise it- to obtain payments from Government: 
but the unit neitlier authorised the paymen ts to be received by 
the Company n or d id it pay the outstanding dues. 

A recoYery certificate was, therefore, issu ed (November 
1980) for Rs. 18 . 4-1 lakhs (principal : Rs. 14 lakhs and interest: 
Rs.4 .44 lakhs up to September 1980) . On a request by the 
unit, the Managing Director decided to withdraw the recovery 
certifi cate subject to deposit by the unit of Rs.3 lakhs immedia
tel y and Rs. J . 50 lakhs by first week of February 1981. 

The recovery certificate was, however, "·ithdrawn (January 
198 ]) on rece iving R s . l l akh only. The unit further paid 
Rs .4. 55 lakhs ti ll rlate (June 1982) . 

No fur ther action was taken for recovering the dues. The 
'\f ;:i nagement stated (February 1982) that the Comi:any was 
r eviewing the posi1 ion closely for issue of a recovery certificate. 

(d) The Company sanctioned (March 1973) a loan of 
Rs . 15 lakhs carrying interest at 9 . 5 per cent to each of the two 
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units 'M ' at Unnao and 'S' at Sonik and Rs.8 lakhs to a unit 'D' 
of Dehradun for setting up of re-rolling mills. Full amounts ~ 
nf the loans were disbursed to these units during February 1974 
to April 1979. 

In August 197 5 it was brought to the notice of the Board 
that these units had not cleared the interest due to the Company. 
At the request o[ the loanee companies, the Company approved 
(August 197 5) rescheduling of repayment subject to their 
agreeing to pay interest at current rates. Subsequently the Board 
decided (October 1977) as under ; 

-deferment till 31st March 1981 of recovery of principal 
(Rs. 12 . 70 lakhs) From each of the two units at Unnao 
and Sonik and Rs. 7. 20 lakhs due from the unit 'D' at 
Dehradun ; 

- funding of Olltstanding interest (unit 'M' : Rs . 6. 71 lakhs: 
unit 'S' : Rs . 7. 02 lakhs and unit 'D' : Rs. 1 . 85 lakhs) up 
to 3 lst March ] 979 as interest free loans ; 

- waiver of interest on interest (unit 'M' : R s.0.98 lakh due 
up to October I 9i8, unit 'S' : Rs . 0 . 87 lakh: and unit 
'D' : Rs. 0 . 22 lakh both due up to December 1977): and 

- sanction of a<lditional loan llp to R s. 5 lakhs to each of the 
units (a<lrlitional loan of R.s . 3 lakhs was disbursed to 
unit 'M' in January 1980). 

It w:::is also notice0 that airainst th e general policy approved 
by the Comp;rny (October 1977) interest. at net ra te of nine per 
cent (after rehate of h~lf jJer cent for prompt rep;:ivment) was 
charged thono:h the un its did not clear the outst::indinr: ;:imount 
of interest when deferment of pr incipal was made and funding 
of interest was allowed interest-free . 

(e)' For manufactll re of writing and printing paper. a unit 
of N ew Delhi acquired from " firm in Nonvav a second-hand 
p!ant (manufo c:turcd in 1915 in vVest Germanv) life of which was 
estimated by the consultants (NIDC) as 15-18 years. The Com
pany 0 !1 the basis of approva] note of the lead institution (Jn d1;1s
t:rial Finance Corporation of India) san ctioned (August 1976) a 
term loan of R s. 2!l bkhs and private placement in equitv 
(Rs.5. 50 lakhs) for es tablishing the proiect at Gairaula (Morada-

b:id). The promoters' contribution was only 12.47 per cent as 
against the prescribed percent~ge of 16. l 
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The commercial production estimated to start in June 1978 
was actually started in J anuary 19i9 from bought out pulp as the 
pulp plant had not been installed (March 1982) . 

As the project cost increased from Rs. 312 . 59 lakhs to 
Rs. 598. 97 lakhs the Board resolved (February 1980) that : 

- interest due up to n ecember l 979 amounting to Rs. 6. 80 
lakhs i;rnuid be funded at 12 per cent interest ; 

- two instalments of principal of Rs . 1 lakh each which fell 
due on 31st March and 30th September 1979 would be 
deferred in such a way that the first instalment would fall 
due on 31st March 1980 and subsequent instalment 
6 months thereafter. 

The unit had not paid the instalments of principal (Rs . ~ 
lakhs) and interest and commitment charges (Rs . 11 . 71 lakhs)" 
due till 31st March 1981. 

Following reliefs were given (April 1980) to the unit: 
- according- to the terms of agreement the rate of compound 

interest was 15 per cen t but the Board approved charging 
of jn terest at the rate of 12 per cent on funded interest; · 
and 

- · while calculating interest charges recoverable from the 
unit on deferred principal the Company allowed rebate 
in interest at three per cent. As per general policy, this 
rebate shonld have been allowed only after the unit had 
cleared the outstanding interest dues at the time of defer
ment. 

The viability of the project became doubtful reportedly 
(April 1981) due to hip;h capital cost. The Management stated. 
(February J 982) that funding of inte;-est at 12 per cent and 

d eferment of instalments had been done b y the Company as well 
as the financial institutions because without these reliefs the ope
rations of the unit would be seriously jeopardised . 

(f) The Company sanctioned (March 1976)" a term loan of 
R s.25 Jakhs and underwriting- assistance of Rs . 2. 50 lakhs to a 
unit 'P' of Calcutta for meeting part of the cost of a distillery 
(Rs . 88 lakhs) to be set u p at H akimpur Sirohi (Ghazipurf for 

manufacture of rect ified spirit / industrial alcohol and indigenous 
foreign type liquors. The amounts were disburseCI between 
November 1977 and November 1979. To meet the over-run of 
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Rs . 10. 50 lakhs in the project cost the Company sanctioned ~ 
(October 1978) an additional loan of Rs . 7 lakhs. ' 

Due to delay in the implementation of the project, the first 
instalment (Rs. l lakh) of principal which fell due for repayment 
on 30th September 1978 was deferred for one year and was paid 
in September 1979. Thereafter, no repayment of principal was 
made (February 1982). 

With a view to saving public issue expenses of Rs .1. 50 
lakhs , the unit 'P' c;:ime out '(lune 1979) with :i nroposfll of con
verting underwriting assistance of Rs.13.35 lakhs (Company : 
Rs . 2 .. rJO lakhs and private parties : Rs . 10 . 85 lakhs) into pri
vate placement. The Compan y naid its sh :n e (Rs . 2 . 50 lakhsr 
of private placement (September 1979) but all the six pri\·ate p:::rti
es backed out of their commitment with the result tl1c Company 
had to subscrihe (March 1980) further Rs .2 .50 lakhc; in thP 
equity of the u n it. The remaining: gap was to hf' met by the 
promoters (Rs .4 . 35 Iakhs)' and UPSIDC (Rs .4 lakhs)'. 

The project cost further increased to Rs . 140 lakhc; ancl the 
unit 'P' requcsterl ( Amrust /September l 9PO) for s;:t.n\tion of addi
tional loan of Rs . 28 lakhs and private placement in preference 
shares of Rs . 5 fakhs . The Companv sanctioned (Octoher 1980)' 
a thirn loan of Rs . 28 fakhs and assistance by way of mbscriptfon 
to preference sb;:ires of Rs . !5 lakbs. The Companv also approved 
revision of repa"ment schednle so that first instalment a~ainst the 
first loan would fall dne on ~]st March 1981 and aga inst the 
second loan on ~1 s t March 1982 and subsequent instalments 
every six months thereafter. 

Following points were noticed : 
(i) ' As per the terms of the a~eement anv over-nm in 

the cost of the project was to be met bv the promoters. 
b ut substantial part (Rs .45 lakhs i.e. 811 .. 11 per cent of 
Rs . 52 lakhs) of it was met by the Company : 

(ii) · while revising the cost o f the proiect. interest due 
to the Company during the period of delay in implemen 
tation of 1·he project Wtls also included tlnd the tlddition<:l 
loan was sllnctioned to cover the amoun t of interest . 

(g) The Company sanction ed (December 1975) a term loan 
of Rs.20 Iakhs to a unit 'B' of Varanasi to meet part cost of a pro
ject for the manufacture of kraft paper. The loan was disbursed 
in full in May 1976 (Rs .18. 50 lakhs) ' and May 1977 (Rs .1. 50 
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lakhs) . The recovery of the loan was to commence from Maren 
1978. 

T~e cost of the project, originally envisaged at Rs. 300 lakhs, 
~as revised to Rs.340 lakhs in 1977. The project was completed 
m Nov~mber 1977 at a cost of Rs. 364 lakhs. As against the paid
up capital of Rs.119.67 lakhs (equity: Rs.104.67 lakhs and 
preference shares : Rs. 15 lakhs) the total accumulated loss up 
to March 1980 was Rs. 88 .16 lakhs (excJuding depreciation of 
Rs. 43. 89 lakhs not provided for) . 

The unit had not repaid any instalment of principal and 
arrea rs in respect of principal and interest due for recovery at 
the end of March 198 l stood at Rs. 10. 50 lakhs and Rs .13. 28 
la khs respectively. 

The Management stated (February 1982) that the unit had 
become sick and a review of the project would be undertaken. 

(h) A sales tax loan of Rs.O. 27 lakh was disbursed (Rs.O. 21. 
lakh in March 1976 and Rs.0.06 lakh in June 1977) to a firm of 
Kanpur. The unit changed its constitution without obtaining 
permission from the Company. On being served with a notice 
for this default the unit refunded the entire amount of loan in 
·:vrarch 1980 (Rs.O . 15 lakh) and in June 1980 (Rs.O . 12 iakh) but 
did not pay the interest charges. No action to cJaim interest 
charges (Rs.O. 18 lakh approximately) had been taken by the 
Company. 
Summing-up 

-· (i) The Company was incorporated in March 1972 with the 
main object of promoting and developing industries in the State 
by providing them with financial assistance ; the main activities 
consist of investment in share capital /debentures/term-loans in 
the industries situated in the State in addition to preparation of 
techno-economic feasibility reports and establishment of indus
trial complexes and projects. 

(ii) Up to 31st March 1981 term loans aggregating 
Rs . 49'72. 7 5 lakhs were sanctioned to 141 units. The amount 
disbursed up to 31st March 1981 was Rs.2534 .39 lakhs. 

(iii) As on 31st March 1981 term loan of Rs. 350. 89 lakhs 
(including Rs . 170 . 89 lakhs towards interes~) wa~ overdue for 

recovery out oE which Rs.161 . 63 lakhs (mcludmg Rs.55.23 
1akhs towards interest) were over due for more than one year. 

(iv) The total turnover of 141 units which had been sanc
tioned loans at normal level of production and the employment 
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potential was estimated by the Company at Rs.49,5 17 . 70 Iakhs 
and_ 27,205 persons respectively. The Company was, however, 
havmg no data about the actual turnover and the employment 
generated. 

(v~ ~gainst the general policy adopted by the Company 
rebate m interest was allowed in some cases of deferment of 
principal even though the units had not cleared interest dues 
outstanding at the time of deferment. 

(vi) Up Lo March 1981 the Company had underwritten 
shares for Rs. 245. 56 lakhs in respect o( 36 units and had w 
accept shares for Rs. 1:23.07 lakhs in respect of 17 units. The
Company had received dividend from two units and in respect of 
6 units when the shares were quoted, the market value oE Com
pany's investment (Rs. 52 .41 lakhs) had declined to Rs .48. 15 
lakhs. 

(vii) Up to 31st March 1981, 49 feasibi li ty reports were got 
prepared at a cost of Rs.14 .80 lakhs for eigh t Sta~e Undertakings 
(including 20 reports for the Company prepared at a cost of 
Rs. 5 . 24 lakhs) Lut projects had not been established. 

(viii) \Vithout assessing the marketability the Company had 
proceeded with the preparation of feasibility report on Low Tem
perature Carbonisation Plant and had spent Rs. 6. 94 lakhs. 

(ix) Out of Rs .1115 lakhs received up to March 198 1 from 
Government for disbursement of sales tax loan , the Company 
had disbursed Rs . 1015 .63 lakhs to 236 units up to March 1981. 
A sum of Rs. 21. 78 lakhs was recoverable from 39 units which 
had defaulted. out of which Rs .10. 38 lakhs had been recovered 
from 29 units. The balance amount was recoverable. 

(x) The State Government prescribed (4th December 1976r 
ceiling of Rs .40 lakhs (in case of units in ordinary districts) on 
disbursement of interest-free unsecured loan sanctioned under 
Sales Tax Loan Scheme. Subsequently (September 1978) the 
State Government relaxed the ceiling in case of two units which 
had gone into production before the date of Government Order 
prescribing the ceiling on disbursement. Interest-free loans 
aggregating Rs. 2. 92 crores including Rs. l . 50 c:ores sanc~ioned 
after 4th Decemher 1976 was disbursed to a unit of Ghaz1abad. 

The above matters were reported to the Government m 
November 1981; reply was awaited (April 1982). 



SECTION IV 
THE UT'l'AR PRADESH STATE BRASSWARE 

......, CORPORATION LIMITED 

4. 0 l. Introduction 

The Company was incorporated on 12th February 1974. as 
a wholly-owned Government Company to develop brassware 
industry,. to protect and encourage small artisans and entrepre
neurs engaged in brass and electroplated nickle silver (EPNS) 
small industries and to assist them with raw materials, loans and 
marketing facilities. 

4. 02. Activities 

The activit ies o[ the Company were mainly as under 

(i) lVfarke ting activities 

- procurement and marketing of raw materials and 
finished goods ; 

- process ing o( sale and release orders of leading com
panies issued in favour of various artisans/manu
faCLurers and import of materials for manufac
turers under open general l icence : 

- assistance under marketing scheme ; 
- su pply of machines on hire-purchase; and 
- setting up of projects in the line such as non-ferrous 

roll ing mill, Functional Industrial Estate, Electro
plating Plant and Lacquering Plant, etc. 

(ii) De' elopmental activities 

- desig11 developments with the help of Central De
sign Centre, Lucknow ; 

- providing medical aid to the artisans and their 
families ; 

- providing better working conditions ; 
- participation in exhibitions and fairs ; 
- opening of branches at such places where brassware 

production trade is carried on ; 
- su rvey and data collection work ; and 
- providing trajning in production, management and 

documentation. 
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4. 03. Capital structure 

Share capital 

.64 

Against the au thorised capital oE Rs. 150 lakhs, th e paid-up 
capital of the Company as on 31st March 1981 was Rs. 144. 5() 
lakhs (wholly CO!llr ibuted uy the Sta te Government) . 

4.04. TVor/(ing remits 

T he working of the Company resu lted in a profi t oE Rs. I . 38 
lakhs, Rs. l . 34 lakhs and Rs. 1 . 27 lakhs during the three years 
1977-78 to 1979-80 (19, 20 and 7 per cent of sales dur ing the 
three years respectively). Aud ited accounts for 1980-81 were 
hot received. H owever , a net loss of Rs.8 lakhs is expected dur
ing 1980-81 (as per provisional accounts), due to public distur
bances at Moradabad and Aligarh. 

4. 05. Targets and achievenients 
T he table below indicates the targets and achievements in 

respect of activities undertaken by the Company during the 
three years u p to 1980-81 : 

1978-79 
Target Achieve-

Internal 
marketing and 
exports 15.00 

F inancial 
assistance to 
artis'\ ns a nd 
expo rte rs I 0.00 

Procurement 
and distri bu
tion of raw 
materia l 

- Own business 20.00 
- Agency 

work 200.00 
Assistance 

fo r hire-pur
chase of 
machine1 y 5.00 

Assistance 
for electric 
fittings 0.50 

ment<; 

7.24 

0.56 

28. 18 

148.09 

5.38 

0.08 

250.50 189. 53 

Achievement 75.7 
(percentage) 

1979-80 
Target Achieve-

20.00 

2.00 

41.00 

242.00 

6.0 1 

0.50 

ments 

13.02 

1.15 

30.05 

234. 19 

7 .94 

0.02 

311.5 l 286.37 

91.9 

1980-81 
Target Achieve

ments 
(R upees in lakhs) 

50.00 18.00 

3.00 

49.00 7.94 

318.00 147.61 

10.00 9.75 

0.40 0.39 

430.40 183.69 

42.7 
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The shortfall in achievement during 1980-81 was attributed 
(January 1982) by the 1\Ianagement to riots at Moradabad and 

Aligarh and ~ome unscrupulous activities at Mirzapur branch. 

4. 06. Performance 

4.06'.01. Procurem.ent and sale of finished goods 

(i) The goods manufactured through artisans and 
lw rkhanedars are sold against domestic and export orders or 
through showrooms/exhibitions and fairs. 

The table below indicates tbe value of finished goods h andled 
b y the Company during the three years up to 1980-8 1 : 

1978-79 
Inland Export 

1979-80 
fnla nd Export 

1980-81 
Inland Export 

(Rupees in lakhs) 
Orders brought fo r
" ard from previous 
yea r 

0.71 2.27 ' 0.6 1 1.20 0 .18 1.90 

Orders received during 
the ytar 

Orders executed 

Ord\ rs cancell ed 

4.10 6. 38 

3.32 3.30 

o.ss r 4.6o 

Bal? nce ca rried over to 0.61 1 .20 
next year fo r execution 

H eavy cancellation of orders as 
(Aug ust 198 l) was due to-

1.21 

1.11 

0.53 

0.1 8 

9.67 ~ 1.85 

6.94 • 1.29 

2.03 0.74 

1.90 

19.66 

6.50 

11.57 

3.49 

stated b y the Management 

- time gi ven for supply being very short ; 

- ite ms ordered not being manufactured b y the local 
artisans ; 

- non-ex tension o f letter of credit by the parties ; 

- disturbances in the city durin ):!; 1980-81 : 
- non-confirmation o[ orders by U tla r Pradesh Ex port Cor-

poration Limited (UPEC) ; and 

- refu c;a l hy the ar t isans to undertake the work 'i due to the 
orders being small. 

Goods of t he value o f Rs. J . 48 lakhs purch <l'ied b y the Com
pa ny during 1976-77 to 1979-80 for su pply aga inst ex port; domes
tic orders were still lying in stock (M ar ch 1982) due to cancel-l ___ la-t-io_n_ o_f_o_r_d_e_r_s _b_y_ t_h_e _parties. 
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(ii) On the export sales made through U PEC the enlire 
export incentive accrues to the Company an d a service charge of 
5 per cent of the invoice value is paid to UPEC. 

The Company started export of goods through UPEC from 
April 1976 bu t claimed export incentives only wi th effect from 
September 1977. The export incentives prior to September 1977 
not claimed amountecl to R s.0.41 lakh although service ch arges 
(Rs.0.06 lakh) were paid to t·h em . 

Export inc<'nLiYes of Rs. 2 . 82 lakhs for the period from Sep
tember 1977 to March 1981 were due from the UPEC. 

It was stated by the 1\fanagement (Janllary I 982) that the 
claims could no t be vigorously pursued in the past years as the 
Company had to depend on UPEC for hnsiness. 

(iii) Goods sent on sales/ return basis 

The Company commenced (May 1979) sale of goods in the 
showrooms of U PEC on payment of 12,\ per cent commission 
and fixed charges at R s . 600 per month per shmnoom. T h e ex
penses on octroi and freight, if any. inCllrrecl h y th e UPEC were 
to be borne by the Company. Discoun t allowed by the UPEC 
to consumers for improving sales was to be shared equally by die 
Company and the UPEC. 

- .... 
The position o f goods sent on con signment h asis during the 

two years up to 1980-8 1 to five sh owrooms of U P EC are detailed 
below : 

Goods sent 
Goods sold 
Commission. discount and other expenses 
Percentage of commission . e•c. to sales 

1979-80 1980-81 Cumula
tive uo to 
1980-81 

(Rnpcec; in lakbs) 

7.10 6.84 13.94 

4.02 6.50 10.52 

0.97 1.45 2.42 
24.1 22.3 23.0 

(n) In two showrooms at Lucknow. goods worth Rs. l . 10 
lakhs were sold during 1979-80 and 1980-81. The Company paid 
R s.O .43 l akh towards commission, discount and other expenses to 
UPEC (39 . 1 fJ r r cen t o[ sales as ai:{ainst the a\Tr a0;e of 2~ f; er 

cent) . 
(fi) Discoun t allowed b y the lJ PEC to customers for pro-

motin n.; sale'> was to be b orne equallv by the Company and the ). 

J 
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UPEC but Rs.0.22 lakh allowed as discount during 1979-80 and 
1980-81 was fully borne by the Company. 

The iVIanagement stated (January 1982) that the excess 
amount of discount was covered within the margin of profits to 
the Compan y. 

(c) Book value o[ the goods lying in the showrooms of 
U PEC at the eml o[ 1980-8 1 was Rs. 3. 42 lakhs. 

(d) T he book-debts of the Company at the end of 1980-81 
stood at Rs . 5. 05 lakhs. The age-wise break-up was as under 

Amount 
(Rupees in lakhs ) 

Less than s ix months 2.50 

Six months to one year 1.35 

One to two 'ears l.05 

T wo to three years 0. 15 

5.05 

T he book debts of Rs. 5. 05 lakhs compr ised Rs. 2 . 52 lakhs 
outstanding against Government departments (including Govern
ment Companies) and Rs. 2. 53 lakhs against private parties. 

Up to 1978-79 none of the deb ts was considered bad or doubt
ful of recovery by the Management. A provision of Rs.2 lakhs 
was, however , made for doubtful debts during 1979-80. 

(iv) TVaiver of interest mid service chargfs 

T he Company emered (June 1975) into an agreement 
with a firm 'A' of Moradabad for export of goods against the 
orders procured by 'J\' on the term and conditions that the 
Company would-

- finan ce the manufacturing and other expenses; 

- charge 7·} f;er cent as its servicing charges on the f.o.r. 
f oraclabad value of the ordered consi~nment ; and 

- charge interest on the invested amount at Reserve Bank of 
India rates prescribed for export financing. 
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In respect of supplies for Rs.2. 89 lakhs made up to March 
1977 the Company was entitled (March 1977) to service charges 
(Rs . 0. 21 lakh) and interest charges (Rs . 0. 53 lakh) . At the 
request (December 1976) of the firm the Company reduced 
(April 1977) the service charges from 7 ! to 5 per cent and interest 

charges from I Gt to lJ ! j;cr cent without any basis for arriving 
at the rates and had reduced the claim by Rs. 0. 20 Jakh (ser
vice charges : Rs. 0 . 07 lakh and interest : Rs. 0 . 13 lakh) . 

4 . 06. 02. Procurement and sale of raw materials 

(i) The Company procures brass / copper scrap, brass boring-, 
' zinc scrap, etc., gets it converted into brass silli and arranges its 

sale to the local workers at competitive rates. The Company as 
an agent processes the sale notes and release orders of leaclinf! 
companies in the country issued in favour of various artisans/ 
manufacturers . It also imports materials for manufacturers 
against their entitlements and under open general 1 icence. For 
agency work the Company recovers service charges at one to two 
j1er cent on the ex-fa ctory / dock cost. 

(ii) The expenditure inci.,irred on procurement of raw mate
rials is initially borne by the Company and subsequently recovered 
from the partie~ in the shape of service and interest ·charges at the 
prevailing Bank rate or at the rate mentioned in the agreements 
entered into by the parties for cash credit. 

The value of unlifted raw materials lvin rr in the godowns o( 
the Compan y at the end of 1980-81 was Rs. 7 5 la khs (a pprnx.)" 
in respect o( 52 parties. It was not physically verified since ---;,;, .. inception. 

(iii) · Agreements executed ·with the oarties for procuring 
materials on thei r behalf provide that the Company shall not Le 
responsible for an y deviation of mat·erial. defects . shortage ar.d 
damage to c-oocls iP tr"nsit and sh all recover the tot(ll investment 
(alon.g-wit h interest , service and other cha r<:!·es) from the parties. 
Tn case of shortag-es the claims were to be l od~·ed and pursued 
by the parties concerned themselves. 

H owever. the Company deYiated fro m these prO\·ic; ions and 
ass11m<:Yl responsibility for transit shonag-cs in rcspert of 9 parties 
and a11owec1 (1980-81) them relief eciuivalcnt ~o the amount o( 
claims (Rs.5 .4.2 lakhs) for shortages lodged w 1t l1 the Customs/ 
R ailway authorities. Out of claims of Rs.5.42 bkhs !edged 
durin<T December 1979 to August 1980 only one claim for 

0 
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Rs . 0 . 23 lakh , part of a claim for Rs . 0. 46 lakh in respect o( one 
party, had been fo1alised (January 1981) and balance claims were 
still under pursuance a une 1982) . 

Due to deviation from the provisions of the agreement, the 
Company suffered loss o( Rs. 1. 02 lakhs in the shape of interest 
up to September 1981 on Rs . 5. 42 lakhs paid to the parties in 
anticipation o( refund from Customs/ Railway authorities. 

4.06 .03. Wor!?ing of branches 

The Company had opened branches at five places (including 
two branches opeu ed in 1980-81) to extend its activities to other 
parts of the State. The table below indicates the working results 
of the three branches (opened during 1977-78 and 1978-79): 

Varanasi Mirzapur Almora 
Sales Profit (+ )/ Sales Profit ( + )/ Sales Profit(+)/ 
and Loss t-) and Loss(-) and Lo§(-) 

services * services * services * 
(Rupees in lakhs) 

1977-78 6.89 (- )0.41 37.83 (+ )0.48 
1978-79 12.14 (-)0.25 106.73 ( + )2.30 1.23 (-)0.11 
1979-80 13.90 ( +)0.79 132.0l (+ )1.88 J.50 (-)0.10 
1980-81 12.80 (+ )0.50 108.50 (-)5.00 2.00 (-)0.1 5 

The Company established (January 1979) a General Mana
ger 's office at Varanasi to supervise the branches at Varanasi and 
Mirzapur. In Mirzapur branch the following financial irregu
lar ities occurred between Janu ary and November 1980 : 

Amount 
(Rupees in lakhs) 

Short recoveritS from the parties 16.54 

Non-realisation of counter-vailing duty from the parties 5.36 

Shortages (claim not preferred) 4.?'2 

Assistance provided without getting margin money from 
the parties 2.78 

Embezzlement and bogus claims 6·17 

Alleged misappropriation of money belonging to a party 1.46 

Total 36.63 
·- ------- ··---·-

•Represents profit/loss as arrived at by the Company. 



The Mana~c1_uen L reported the matter to Lhe Police (A.prif 
198 1) and Lo V1g1lan ce Department (May 1981), further deve- -f 
lopmems were awaited (March 1982). 

. The Branch Manager was reverted (January 1981) and ser
vices of a field officer terminated (February 198 1) on the basis of 
departmental findings. 

4.06.04. Assistance u11der marketing sche:nie 

This scheme introduced from March 1976 envisages pre and 
post shipment financial assistance, in collaboration with a nationa
lised hank to small exporters against specific export orders. Pre
shipment assistance (up to 70 per cent of the value oE export 
order) al manufacturing stage is provided by the bank on the 
guarantee of: the Company. After the goods are despatche<l and 
shipping documents received by the bank the entire amount of 
assistance together with interest and other expenses is transferred 
to the Company, which treated it as loan to the exporter. The 
recovery of loan together with interest and service charges is 
effected by the bank from the sale proceeds received from the 
foreign purchaser. T he Company receives service charge at 
2! per cent (five jJer cent up to August 1977) on the f.o.b. value 
of goods. 

Under the scheme, the Company provided financial assist
ance of R s. 11 . 54 lakhs to five exporters of Moradabad during 

· March 1976 to May 1980. Assistance under the scheme was dis
continued (May 1980) as the bank insisted on security (from 
the beneficiaries) which was not forthcoming. 

The Management stated (January 1982) that the Company 
has served a notice under Section 80 CPC (June 1980) and pro
poses to file a civil suit against the bank. 

In respect of one exporter to whom post-shipment financial 
assistance (Rs . 6. 07 Jakhs) was given by the Company during 
March 1976 to July 1977, it was noticed that the bank allowed 
the exporter to collect sale proceeds directly from the fore ign 
buyer (Rs. 0 . 98 lakh in April 1977) and credited th~ sale pro
ceeds to his account (Rs .1 . 39 lakhs between Apnl 1976 to 
December 1977) without any advice from the Company, though 
irrevocable authority was given by the exporter to the bank for 
utilising sale proceeds (realised ~y the_ bank on hi~ _behalf) for 
clearance oE Company's dues agamst him and cred1tmg balance 
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amount to the party's account on the advice of the Company. 
This resulted in non-recovery of dues amoun ting to Rs. 1. 42 
lakhs (principal : Rs. 0 . 96 lakh and service charges : Rs. O .46 
Jakh). Interest amounting to Rs.1.62 lakhs up to 31st March 
1981 had also become due. The matter was taken up with the 
bank in .June 1980 (rea'sons for delay in taking action not on 
record ) ; recovery was awaited (March 1982) . 

4. 06. 05. A.uista11ce for fmrchase of machinery · · · · ··"' 

The Board of Directors of the Company aporoved (October 
1975) , a scheme to provide fin ancial assistan ce (in collaboration 
with a Nationalised bank) for purchase of machinery to brass
ware artisans at Moradabad. Under the scheme, assist;ince up to 
Rs. 0 . l 0 Jakh (limited to 80 per cent of the cost of u1achiner v) · 
was admissible to each artisan . In the first instance the Company 
was lo provide assistan ce and then approach the bank to sanction 
the loan in favour of the party and to disburse the amount to the 
Company. · •: ,~·· 

The Company was to recover in advance a service charge of 
2J, fJer cent of the cost of machines fTom the artisans. In terest 
at the prevailing rates (charged bv the bank on cash credit 
accounts) was charg-eablc from the parties from the date of 
rel ease of assistance to the <late o f credi t of the amoun t in Com
pany's account b y the bank. 

The table below indicates the quantum of assistance given 
under the scheme and recO\•eries there aga inst. up to 1980-81 : 

Year 

Upto 1978-79 

1979-80 

1980-81 

Total 

Amount 
disbursed 

by the 
Company 

9.38 

6.35 

0.14 

15.87 

A mount :":'.'!' ·, Amoun t Amount 
reimbursed 1-recovered outstanding 

by the directly by (cumulative) 
bank the Company 

(Rupees in lakhs) 

4.22 

0.69 

4.91 

1.22 

0.22 

0.76 

2.02 

3.94 

9.38 

8.76 

Balance outstanding al the end o( ·March 1982 was Rs . 3 .10 
lakhs in respect of 48 parties to whom assistan ce was g iven up to 
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March 1980. The Managemen t stated (January 1982) that some 
of these cases might be accepted by the bank although efforts to 
recover the dues (along with interest) directly from the parties 
were already in progress. 

4. 06. 06. Fun ctional industrial estate 

The Company approved (February 1976) the scheme of 
establishin.e: functional industrial estate of 5,000 working sheds 
with attached residential accommodation. The State Govern
ment released fast instalment of lo~n of R s. 10 lakhs in June 1976. 
The Company entrusted preparation of feasibility report to 
Pradeshiya Industrial and Investment Corporation of Uttar Pra
de$h Limited (PJCUP) in September 1976. which was received 
in October 1980. The report-was approved in May 1981 and it 
was decided (Mav 1981) to construct 250 sheds at a cost of 
Rs . 150 lakhs. The Company received second instalment of loan 
of Rs. 5 lakhs from Government in February 1981. 

An expenditure of Rs . 7. 67 lakhs ·was incurred till March 
1981 on interest on loan (Rs. I . 28 
(Rs .0.25 lakh). land (Rs .6 lakhs) 
expenditure (Rs.O. i 4 lakh) . The 
completed by the end of J 983. 

lakhs), feasibility report 
and other miscellaneous 
project is expected to be 

4. 07. Accnun l.ing m.nnunJ and internal audit 

The Company had not prepared any accounting manual 
laying down detailed accounting procedures. Separate accounts 
of activities undertaken by the Company were not maintained to 
work out the cost-henefit an alysis of each activity. 

An internal audit cell was formed in Tune 1977 with an 
Internal Audit Officer and one assistant. Statutory auditors in 
th eir reports haYe emphasized that the Company's internal audit 
system was not commensurate i;vith its size and business. The 
Management stated (September 1981) that the question of 
strengthening the internal audit wing was under active consi
deration. 

4-. 08. Loans nnd gra11ts for specific purjJoses 

In November 1980 the Company approached the State Gov
ernment for allowing financial assistance to the brassware arti
sans / units affected by the disturbances in the city : 
' (a) A loan of Rs . 25 lakhs received for the purpose 

(.J anuary J 981) from the State Government was intended 
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for disbursemen~ as loan carrying interest at 13.5 per cent 
r.er annum with three and half per cent rebate for 
~1mely repayment of loan instalments and payment of 
mterest, at the rate of Rs. 2,500 each (two thirds in cash 
and one third in the form of raw materials, tools and 
plants) to 1000 units/ artisans. The Company had releas
ed (up to December 1981) Rs .18. 78 lakhs to 751 units / 
artisans in cash at the rate of Rs. 2500 each. · 

(b) The State Government released (January 1981) a 
grant of Rs. 3 lakhs to be paid as margin money (equi
valent to 20 per cent of the cost of machinery or Rs.2,000 
whichever is less) to the units affected in the disturbances 
for purchase of machine by 150 units. A further amount 
of Rs. I. 50 lakhs was paid to the Company (as interest 
subsidy) to compensate 75 jJer cent of the interest receiv
able from 25 artisans/units on the value of goods which 
could not be lifted by them and, therefore, blocked in 
Company's godowns during August to November 1980. 

The above grants we.re utilised hy the Company for setting off 
in full, the amount of outstanding interest of Rs. 3. 20 lakhs (in
cluding Rs. I . 46 lakhs for the period prior to August 1'980 
and Rs. 0. 24 lakh being excess over 7 5 per cent of the interest 
amount for the period from August to November 1980, which 
were not admissible) service charges (Rs.O. 49 lakh) and godown 
rent (Rs.O .16 lakll). The Company did not pay any amount 
as margm money. 

The approval of the State Government for utilising the 
grants for purposes other than those mentioned in the Govern
ment order, sought for during September 1981 was still awaited 
(March 1982) . . --· _..., ~ ". 

4. 09. Summing-up 
. ~ 't. ; 

(i) The Company was incorporated in February 1974 with 
the object of developing brassware industry and ass isting entre
preneurs engaged in electroplated nickel silver small indt~strics. 
The main activities consist of procurement and marketmg o[ 
raw materials and finished goods, assistance to the artisans in the 
industry, setting up of projects connected with the industry and 
other developmental activities such as design developments, sur· 
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vey and data collection, providing training in production mana
gement and documentation etc. 

(ii) Goods valuing Rs. l. 48 lakhs purchased by the Com
pany during 1976-77 to 1979-80 against export/ domestic orders 
were lying in stock (March 1982) due to cancellation of orders 
by the parties. 

(iii) The Company had not claimed export incentives 
amounting to Rs . 0 . 41 lakh on export sales made through the 
UPEC up to Angust 1977. Export incentives (Rs.2. 82 lakhs) 
for the period from September 1977 to March 1981 were also 
·outstanding against UPEC. 

(iv) The percentage of commission, discount and other 
expenses on sale of goods in five UPEC showrooms was 24. 1 in 
1979-80 and 22. 3 in 1980-81. Out of the five showrooms such 
expenses in two showrooms of Lucknow were 39. 1 per cent 
during 1979-80 and 1980-81. 

(v) The Company waived (April 1977) Rs. 0 . 20 lakh in 
respect o( interest and service charges recoverable from an ex
porter in expectation o( getting more business ; no further busi
ness was received from that exporter. 

(vi) In contravention o( the provisions of the agreements 
with the parties the Company took responsibility for lodging the 
claims for shortages in consignment and allowed credit to the 
parties for full amount of claims for shortages. Out of claims o( 
Rs . 5. 42 lakhs lodged by the Company only one claim for 
Rs. 0 . 23 lakh (part of a claim for Rs . 0. 46 lakh) in respect o( 
one party had been finalised (January 1981) and balance claims , 
were still under pursuance. 

(vii) Inadequate supervlSlon over finance in Mirzapur 
branch resulted in financial irregularities to the extent of Rs. 36.53 
lakhs (including shortages and embezzlements of Rs .I I . 95 lakhs). 

(viii) The Company's investment (Rs . 3. 10 lakhs) in hirc
purchase of machinery procured for 48 parties was blocked as the 
cases were yet to be accepted by the bank (March 1982). 

(ix) Out of grant of Rs. 3 lakhs received from the State Gov
ernment to be paid to the parties as margin money for purchase 
of machinery, Rs . 2. 35 lakhs were utilised towards interest charges 
(Rs. 1. 70 lakhs) , service charges (Rs. 0 . 49 lakh) and godown rent 
(Rs. O. 16 Jakh) payable by the parties to the Company. 

The above matters were reported to Government in October ,. 
1981 ; reply was awaited (January 1982). 
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SECTION V 

OTHER GOVERNMENT COMPANIES 
UTTAR PRADESH SMALL INDUSTRIES CORPORATION 

LIMITED 
..--

5. 01. Loss due to non-compliance of insurance provisions 

The Company entered into (August 1979) an agreement with 
a firm of Amritsar for supply of woollen carpet yarn to its Bhadohi 
Depot. The material duly insured by the firm was despatched 
(September/ October 1979) by road in 66 bales (6581 kgs ; value : 
Rs. 3. 10 lakhs) . The terms of insurance policy covered the risk 
until delivery or expiry of 7 days from the time the goods reached 
the destination, whichever was earlier. 

The goods arrived at Bhadohi on 25th September 1979 (28 
bales) and 20th October 1979 (38 bales) and were not removed 
till 10th December 1979 when fire broke out in the godown of 
the transporter. Twenty-one bales (2075 kgs ; value : Rs. 0. 98 
lakh) of the yarn were damaged. On being requested (l6i.h 
J anuary 1980) hy the Company to make good the loss the firm 
rejected (March 1980) the claim on the ground that the 
goods were not removed within the stipulated period of 7 days as 
required under the insurance cover. - Thus, the Company had to 
bear the loss. The Management/ Government stated (June 1982) 
that a civil suit had been filed against the supplier in the Civil 
Court at Kanpur. 

UTTAR PRADESH STATE SUGAR CORPORATION 
LIMITED 

]arwal l<oad Unit 

5. 02. MisapproprJation of cash 
• ,.. t ~ 

While reconciling (March 1981) the bank account as on 
28th February 1981 with the statement furnished by the bankers 
withdrawal of Rs.1 ,92,525. 25 on 20th February 1981 not appear
ing in the cash book, was noticed. Enquiry made (11th March 
1981) by the General Manager revealed that the drawal was made 
by an assistant accountant of the factory by obtaining a bank draft 
in favour of firm o( Lucknow against 3 fictitious bills for supply 
of 102 drums of lubricating oil (19,615 litres) . The proceeds of 
the bank draft were realised through a clearing account of a 

Q·· 75 
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private bank with a Nationalised bank. On the basis of the 
report lodged (March 1981) by the Company, the Police seized 
Rs. ~ . 87 lakhs from the locker of the official (fixed deposit 
recctpts Rs.I lakh, bank current account Rs.O. 79 lakh, savings 
bank acc_oun t Rs. 2,200 and cash Rs. 5, 900) . The cash / docu
ments seized had been deposited in the Court at Bahraich and 
the official was under suspension since March 198 1. 

The reports o[ the General Manager (15th March 1981) and 
internal audit (14th March 1981) disclosed that the fraudulent 
drawal was faciliated by the General Manager signin g- in advance 
blank debit advice forms and requisitions for ob;aining· bank 
drafts (no cheques were being drawn for obtaining bank drafts). 
Such pre-signed advice / requisitions were used to be left by the 
General Manager with the Chief Accountant of the factory. 

The Management stated (May 198 1) that this practice was 
adopted in good faith to facilitate withdrawal from the bank 
during the absence o[ the General Manager for official work. 

It was further stated (November 1981) that in order to 
exercise control on finan ces joint signature system had been intro
duced in all units of the Company. 

The matter was reported to the Government in October 
1981 ; reply was awaited (May 1982) . 

5. 03. Extra expenditure on purchase of gunny bags 

Up to 1979-80 the requirement of gunny bags for packing 
sugar was met by the Company by making direct purchase Erorn 
manufacturers after inviting tenders in accordance with stores 
purchase procedure laid down by the Company. During 1980-81 
the Company placed three indents (3 1st January, 7th and 10th 
February 1981) on Uttar Pradesh Co-operative Federation Limi
ted (UPCF) to arrange for 6. 88 lakh gunny bags for different 
units of the Company ; the conditions, inter alia, were that 
UPCF would in vite tenders on behalf of the Company which 
would be opened in the presence of an authorised officer of the 
Company and the UPCF would pursue the ?espatches and charge 
one per cent commission on the amount billed . 

By deputing two officers to Calcutta, the UPCF plac~d orders 
"'IViLhout inviting tenders (February 1981 ) for the entire quan
tity at rates higher than the prevailing rates circulated by the 
Gunny Trade Association on the dates of coverage. Th1s re· 



77 

suited in an extra expenditure of Rs. 0. 75 lakh (excluding sales 
tax, excise duty and commission payable to U PCF) . 

The Management stated (May 198 1) that the switchover 
from direct purchases of gunny bags to purchases through UPCF 
was resorted to as it had the expertise to handle purchases of 
gunny bags. 

The matter was reported to Management/Government m 
October 1981 ; repl ies were awaited (May 1982) . 

5. 04. Non-j;aynient of purchase tax 

Under Section 3-A of Uttar Pradesh Sugarcane (Purchase:: 
Tax) Act, l 9G l , purchase tax on sugarcane is required to be paid 
by the purchaser to Government before lifting sugar from the 
factory for sale or consumption, failing which penalty up to 100 
per cent is leviable. 

During 1979-80 season the Burhwal unit of the Company 
fa iled to pay the purchase tax amounting to R s. 2. 86 lakhs due 
on su garcane before lifting su~ar from the factory for which 
penalty amounting to Rs . 2. 86 lakhs was imposed bv the Assess
ment Officer and the Collector of T axes (August 1980) . 

The Management stated (lanuary 1982) that purchase tax 
could not be pa id in time due to financial difficul t ies and that an 
appeal had been filed (May l 98 l ) with the Gane Commissioner 
for waiver of penalty which had not yet been decided (March 
1982). 

The matter was reported to Government in October 1981; 
reply was awaited (May 1982). 

Nandganj Sihori Sugar Company Lim ited 

5. 05 . Bloching-ttp of funds 

In order to utilise the entire cane produced in the vicinity 
of the factory (during its construction) a cane crusher was ins
talled (March 1978) by the Company (cost: Rs .0 .40 1akh) for 
manufacture of gur. The crusher was used for only two months 



78 

and was lying idle since May 1978. In August 1979 the Com
pany decided to auction the crusher but it could not be disposed 
of (July 1981) in spite of two successive auctions (August a.-id 
September 1979) due to poor bids. 

The Management stated (November 1981) that the motor 
(value: Rs.0.10 lakh) had been utilised in the factory ; other 
parts (value : Rs. 0. 30 lakh) of the crusher which were of no 
use in the factory had been kept in store and action 'Was being 
taken for the auction of the crusher parts. 

The matter was reported to Government in October 1981 ; 
reply was awaited (May 1982) . 

ALLAHABAD MANDAL VIKAS NIGAM LIMITED 

5 . 06. !11Iarheting of firewood 

To provide firewood to public in Kum bh Mela at Allahabad 
(.January and February 1977) , the Company decided (October 
1976) to open firewood shops in the JVf ela area. Six shops were 
opened and a Manager (Fuel) was appointed (December 1976) 
on contract basis on a consolidated salary of Rs.500 oer month 
without obtaining from him any security / fidelity bond. 

The Company purchased 9,612 quintals of firewood for 
Rs. I . 90 lakhs and realised Rs. I . 36 lakhs from the sale of the 
entire quantity (up to September 1977) resulting in a loss of 
Rs . 0. 54 lakh. The services of Manager (Fuel) were termi
nated (February 1977) and it was decided (March 1977) not 
to deal in firewood business in future. An unspent advance 
of Rs. 2,504 was not recovered from him. 

The Management stated (June 1981) that efforts were being 
made to recover the amount of Rs . 2,504 from the ex-Manager 
(Fuel) . The reasons for the loss as analysed by the Board 
(March 1977) were (i) hasty decision to carry out the business, 
(ii) short receipt of fuel rsupervised by the Manager (Fuel)] and 

driage and (iii) engagement of casual and inexperienced staff. 

The matter was reported to Government in September 1981 ; 
reply ·was awaited (May l 982) . 

_,,,... -
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UTTAR PRADESH PASCHIM KSHETRIYA VIKAS NIGAM 
. LIMITED 

5. 07. D elay in imple11ientation of a project 

On the basis of a feasib ility report submitted (March 1977) 
by a consultancy firm oE Kanpur for the establishment of a spin
ning mill at Bareilly for manufacture of yarn from cotton wa~te, 
the Company decided (December 1977) to implement the pro
ject. The project was estimated to cost Rs.12. 94 lakhs (includ
ing working capital o[ Rs. 1 . 80 lakhs), was to commence commer
cial operation after 8 months from the date of implementation of 
the project and to yield an operating profit of Rs . 0. 52 lakh, 
Rs . 1. 74 lakhs and Rs. 2. 87 lakhs during the first, second and 
third years respectively of commercial operation. 

In July 1978, the construction of factory building was en
trusted to U. P. Rajkiya Nirman Nigam Limited (UPRNN) at a 
cost 0f Rs . 5. 34 lakhs. A sum of Rs. 3 . 25 lakhs was paid to the 
UPRNN (April to November 1979) but the work relating to 
flooring of the production hall, ~lectric wiring and finishing etc. 
sti ll remained to be done (December 198 1). The work was held 
up for want of specification of the foundation and placement posi
tion of plant and machinery. Tenders for purchase of plant and 
machinery ( estimate<l cost : Rs. 5. 50 lakhs) called for ancl 
received on four occasions (December 1978, December 197·9. 
'March and June 1980) were rejected on the first 3 occasions for 
different reasons, while the validity period of tenders expired on 
the fourth occasion. 

The Project Manager was already in position since Novem
ber 1977 and a sum of Rs. 1 . 25 lakhs (approximately) had been 
paid as pay and allowances, etc., up to March 1982. 

The matter was reported to the Management/ Government 
in September 1981 ; replies were awaited (May 1982) . 
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CHAPTER II 

STATUTORY CORPORATIONS 

SECTION VI 

6. 01. General 

There were four Statutory Corporations as on 31st March 
1981 : 

- Uttar Pradesh Stale Electricity Board, 
- Uttar Pradesh Financial Corporation, 
- Uttar Pradesh State Warehousing Corporation, and 
- Uttar Pradesh State Road Transport Corporation. 
The accounts of Uttar Pradesh State Road Transport Cor

poration for the years 1978-79 to 1980-8 1 were in arrears (March 
1982) . 

The position of arrears in the finalisation oE accounts was 
last brought to the notice of Government in May 1982. A synop
tic statement showing the summarised financial results of the 
Corporations basecl on the latest available accot1nts is given in 
Appendix 'B'. 
6.02. Uttar Pradesh State Electricity Board 

The working results and operational performance of the 
Uttar Pradesh State Electricity Board have been reviewed in 
Section VII of this Report. 
6. 03. Utta.r Pradesh Financial Corporation 
6 . 03 . 01. Introduction 

The Uttar Pradesh Financial Corporation was established on 
lst November 1954 under Section 3 (1) of the State Financial 
Corporations Act, 1951. 
6. 03. 02. Paid-up capital 

The paid-up capital of the Corporation as on 31st March 
1981 was Rs.91±5 .36 lakhs (State Government : Rs.457.86 lakh!i: 
IDBI : Rs. 457. 86 lakhs ; Others : Rs. 29. 64 lakhs) against the 
paid-up capita l of Rs. i45. 00 lakhs (State Government : 
Rs .407. 86 lakhs ; IDBI : Rs.307. 50 lakhs ; Others : Rs.29. 64 
lakhs) as on 31st March 1980. The State Government has released 
during 1980-81 a further sum of Rs. 27 . 32 lakhs towards share 
monev. Shares for this amount were allotted in August 1981 on 
receipt (July 1981) o( matching contribution from IDBI. 

80 
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6 . 03. 03. Guarantees 
Government have guaranleed repayment of share capital of 

Rs.910. 36 lakhs* (excluding special share capital o[ Rs.35 lakhs) 
under Section 6 (1) of the State Financial Corporations Act, 1951 
and payment of minimum dividend thereon at the ra te of 3 . 5 
per cent. Su bvention paid by Government (up to ] 963-64) to
Kards the guaranteed dividend amounted to Rs. 13. 50 lakhs, whole 
of which was ontst;rnding- for repayment as on 31 t March 1981. 
The table below indicates the details of other guarantees ~iven by 
Government for repaymen t of loans raised by the Corporation and 
payment of interest thereon : 
Particulars 

Bonds 

Loan 

Years of 
guarantee 

1968-69 to 
1980-81 

(secured by 
r d-hoc bo nds 
is ~u ed ty the 
Corporatio n o f 
th e fa ce v:i Ju e 
of Rs. 305 lakhs 
.rua• anteed hv 
State Goverriment ) 

Amount 
guaranteed 

3425.21 
50.00 

3475.21 

6. 03 . 04. Fiurm cial position 

Amount outstanding as on 31st 
March 1981 

Principal Interest Total** 

(Rupees in lakhs) 
3217.38 3217.38 

50.00 50.00 

3267.38 3267.38 

The table below summarises the financial position of the Cor
poration under the broad headings for the three years up to 
] 980-81 : 

1978-79 1979-80 1980-81 
(Rupees in lakhs) 

Capital and liabilities 
9,45.36 Paid-up capital 6,45.00 7,45.00 

Share application money 27.32 
Reserve fund and other reserves and surplus 3,85.84 4,65.13 5,77.38 
Borrowings 

23,37.38 27,22.38 32,17.38 Bonds and debentures 
Others 21,10.22 32,38.50 45,21.01 

Subvention paid by the State Government 13.50 13.50 13.50 
on account of dividend 

Other liabilities and provisions 2,08.62 2,61.98 3,71.27 

Total 57,00.56 74,46.49 96,73.22 

*Figure as per Pin i n~e AccoLnls is R, . 12()2.1 d \akhs; the difference is under reconciliation. 
••Figures as per Fin<t nce Accou nts are Rs. 2339.98 \akhs in respect of bonds and 

~ Rs. 417.SO Jakhs in respect of loans. The difference is under reconciliation. 
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1978-79 1979-80 1980-81 

Assets 
(Rupees in lakhs) 

Cash and bank balances 3,52.15 4,95.45 4,81.43 

Investment 30.10 32.57 32.68 

Loans and advances 50,36.19 65,91.50 87,57.88 

Net fixed assets 27.53 29.42 37.1 8 

Dividend deficit account 13.50 13.50 13.50 

Other assets 2,41.09 2,84.05 3,50.55 

Total 57,00.56 74,46.49 96,73.22 

Capital employed* 48,44.71 60,86.25 79,09.77 

Net worth** 10,17.34 l l .S6.63 15,36.56 

Capital inv est....d @: 52,98.00 68,45.83 89,63.90 

6. 03. 05. Working resnlts 

The following table gives details of the working resu lts of the 
Corporation for the three years up to 1980-81 

Particulars 
Income 

Interest on loans and advances £ 

Other income 

Expenses 

Interest on long-term Joans 
Other expenses 

Total 

Total 

1978-79 1979-80 1980-81 

(R upees in lakhs) 

4,70.07 5,56.30 7,40.57 

15 .20 15.85 25.41 

---· - ----
4,85.27 5,72.15 7,65.98 

---- --- -
2,41.77 3,06.82 4,14.92 

1,15.88 1,32.52 1,76.92 

----
3,57.65 Ll,39.34 5,91.84 

• Capital employ;:d reoresents the mean of the aggregate of openi ng and cJosing 
balances of p:iid U:J c'lpital, bonds and debenture~, borrowings and deposits. 

••Net worth represents paid-u p capita l p lus reserves fess intan'.;ible assets. 
@Capital invested represents paid-up capita l p lus long-term loans plus free reservrs. 
£ fnterest accrued, but not t1krn into account: Rs. 122.07 l~ kh~, Rs. I 57.2 1 lakhs, 

1-

'>-

Rs.23J .. 37 1a1<hsfor 1978-79, 1979-80 and 1980-81 respectively. Y-
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Particulars 

Profit before tax 

Provisions for tax 

Other appropriations 

Amount available for dividend 

Dividend paid 

Total return on capital employed 

Total return on capital invested 

Rate of return on : 

-Capital employed 
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1978-79 1979-80 1980-81 

(Rupees in lakhs) 

1,27.62 l ,32.81 1,74.14 

47.08 51.57 67.48 

62.89 59.37 79.9 1 

17.65 21.87 26.75 

17.63 21.93 26.75 

3,69.39 

3,69.39 

4,39.63 5,89.06 

4,39.63 5,89.06 

(Per cent) 

7.6 7.2 

-Capital invested 7.0 6.4 

7.4 

6.6 

6.03.06. San ctions and disbursements of loans 

The table below indicates the loan applications r eceived, 
loans. sanctioned, amounts disbursed etc. during the three years 
up to 1980-81 : c. • 

Particulars 

Applications 
pending at 
the beginning 
of the year 

Applications 
received 

Total 

Ap plications 
sanctioned 

Applications 
cancelled / 
withdrawn / 
rejected 

Applications 
pending 
at the c lose 
of the year 

Loans di sbursed 

Effective 
com111itme nts 

Cumulative si nce 
1978-79 1979·80 1980-81 inception 

Num- Amount Num- Amount Num- Amount Num- Amount 
bcr (Rupees ber (Rupees ber (Rupees ber (Rupees 

in lakhs) in lakhs) in lakhs) in la khs) 

18 1 721 . . 36 163 730.21 337 947. 19 

1210 4350.37 4268 6239.00 5779 7286.89 18251. 39252.79 

.1391 507 1.73 4431 6969.21 6116 8234.08 18251 39252.79 

728 2484.77 2745 3320.02 4286 4360.83 J l 854 21216.fr. 

500 1609.30 1349 2349.97 1474 2191.67 6239 14629.:\3 

163 730.21 '.137 947.19 356 1265.01 356 1265.01 

427 1088.60 774£ 1668.1 8 2254 2499.37 5381 971 0.20 

5431.3 I 61 24.52 7824.52 .. 15035.35 

•Difl<:rence o f 198 application~ is under rcco nciliatioo. 
£ Figure as per Corporation's account is 842. 



PDrticu la rs 

A.mount outstanding 
at the close of the 
yea r 

Amount over due fo r 
recovery 

Pri nci p~ I 

I nteres t 

Pri ncipal a n<l i ntc re:o t 
for w hi ch recover y 
cert ifica tc issued / 
sui ts fi led 

Percentage of Joans 
di sbu rse d to 
eITecti ve c ornmit

me nts 

Percentage of def a u ll 
to tota l lo:t ns out
standing 

1978-79 
Num- Amount 

brr (Rupees 
in lakhs) 

.. l 4316.15 

422 .44 

354.55 

86 1.92 

1638 .91 

20 .0 

38 .0 

g4 

Cumula ti ve s ince 
J 979-80 1980-81 inception 

Num- Amount Num- Amount Num- Amount 
bcr (Rupees 

in lakhs) 
ber (Rupees) 

in lak bs) 
ber (Rupees 

in lakbs) 

5749.04 7897 .07 

514.2 1 513.1 4 

4 l l:Ui6 316.68 

1246.52 1395 .72 

2 179.39 2225.54 

(Per C<'nt) 

27 .2 3 1.9 64.6 

37.9 28.2 

6.04. Uttar Pradesh Slate Warehousing Corporation 

6. 04. 01. Introduction 

The U tlar Pradesh Slate ''\Tarehousing Corporation was 
established in March 1958 under Section 28 (1) of the Agricul
tural Produce (DevelopmenL) and w ·arehousing Act, 1956, 
replaced by the Warehousing Corporations Act, 1962. 

6 . 04 . 02. Paid-up capital 

The paid-up capital of the State ·w arehousing Corporation 
was R s.336. 50 lakhs (Slate Government : R s. 170. 25 lakhs* ; 
Cen tral \ t\Tarchousing Corporl!'l tion : Rs. 166 .f,2 5 lakhs) as on 
31st March 1981 agains t· the paid-up capital of Rs.282.!)Q lakhs 
(State Government : Rs.1 111 . 25 lakhs ; Central \l\Tarehousing 

Corporation : Rs.14 l . 25 hkh<>) ;l S on :l lsr March 1980. 

• Figu re :ls per the l in:i nce A ccount s i ~ Rs . 166.25 l:i khs ; t he cl i ITerence i ~ u nder reconciliatio n . 

~ 

~ .. 
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6 . 04.03. Guarantees 
T he table below indicates the details of guarantees given by 

Government for repayment of loans ra ised by the Corporation 
and payment of in terest thereon : 

Particulars Years of Amount Amount outsta nding as on 
guarantee guaran- 31st M arch 1981 

teed Principal Interest Total 

(Rupees in Jakhs) 

State Ba nk of India 1977-78 350.00 350.00 350.00 

o.04.04. Finan cial position 

The table below summarises the financial pos1 t1on of the 
Corporal ion under broad headings for the three yetl r~ u p ro 
] 980-81 : 

1978-79 1979-80 1980-81 

Liabilities : 
(Rupees in lakhs) 

Pa id-u p capital 2,42.50 2,82.50 3,36.50 

R eserves a nd surplus 6,36.28 7,24. 50 8,04.90 

Borrowings 10,25.75 10,25.00 .11 ,25.30 

Trade dues and ot her cu rrent liabil ities 1,36.63 2,61.81 2,70.00 

Total 20,41.1 6 22,93.81 25,36.70 

Assets 

Gross block 12,22.71 15,54.54 18,39.44 

Less : Depreciat ion 58.55 1,24.37 1,79.49 

Net fixed assets 11 ,64. 16 14,30.17 16,59.95 

Capita l works-in-progress 4,16.41 60.41 

C urrent assets, loans and advances 4,60.59 8,57. 37 8,09.78 

Miscella neous expenditure 6.27 6.56 

Tota l 20,4 1. 16 22,93.8 1 25,36.70 

Capita l employed * 14,79.88 20,25.73 2 .L ,99.73 

Capita l in vested 1'/i 18,96.4 1 20.23 .90 22,58.61 

* C:> pitr l cm plo) t'cl represe nt s the net fi xed :is. ets p11s wo1king ea r i1:11. 
@Capita l investc.I represents pa id-up capital p /11s long term loans p /11s free rese rves. 
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6 . 04. 05. Working results 
The following table gives the details of the working results 

o[ the Corporation for _the three years up to 1980-81 : 
Farticulars 1978-79 1979-80 1980-81 

Income : (Rupees in lakl1s) 
Warehousing charges 
Other income 

4,81.93 4,89.61 4,88.54 
11.83 12.50 11.56 

Expenses : 
Establishment charges 
Interest 
Other ex pens cs 

Profit before tax 
Provisions for tax 
Other appropriations 
Amount avai lab le for dividend£ 
Dividend paid 
Total ret urn on : 
-Capital employed 
- Capital invested 

Rate of return on : 
-Capital employed 
-Capital invested 

Total 

Total 

6 . 04 . 06. Operational performance 

4,93.76 

1,10.72 
l 43.88 
1,90.69 

3,45.29 

J ,48.47 
. . 

132.50 
16.20 
16.20 

5,02.11 

J,33 .23 
79.74 

1,76.0 1 

3,88.98 

1, 13.13 
. . 

90.31 
22.84 
22.60 

192.35 192.87 
192.35 192.87 

(Per cent) 
13.0 9.5 
10.l 9.5 

5,00.10 

1,57.75 
81.68 

J,57.10 

3,96.53 

l ,03.57 

81.10 
23.09 
23.08 

185. 17 
185.17 

8.4 
8.2 

The following table gives the details of the storage capacity 
created, capacity u tilised and other information about the perfor
mance of the Corporation for the three years up to 1980-81 : 

Particulars 1978-79 1979-80 1980-8 1 
Number of stations covered 139 J 39 142 
Storage capaci ty created up to the end of 

the year (tonn es in lakhs) 
Owned 
Hired 

Total 

Average capacity utilised during the year 

6.45 
8.04 

14.49 

7.74 
6.63 

14.37 

(tonnes in lakhs) 14.61 14.43 
Percentage of uti lisation 100.8 100.4 
Average revenue per to nne per year (Rupees) 33.80 34.80 
Average expenses per tonne per year (Rupees) 23.63 26.96 

6. 05. Ultar Pr n.rlesh State R oad TransfJort CorfJornl ion 

8.39 
3.71 

12.10 

1 J.71 
96.8 

42.70 
33.86 

The worki ng results and operalional performance of Lh e 
U t tar Pradesh State Road Transport Corpora 1 ion have bee~ 
reviewed in Section XIII o[ this Report. 

~~~~~~~~~~-

£ Tnclude> surplus from the previou s year. 
y 
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S:ECTION VII 

UTT AR PRADESH ST ATE ELECTRICITY BOARD 

Introduction 

7 . 0 l . Gen
1

eral 

The Uttar Pradesh State Electricity Board was established 
on lst April 1959 under Section 5 ( 1) of the Electricity (Supply) I 
Act, 1948. . 

7 4 02. Capital 

The capital requirements of the Board are provided in the 
form of loans from the Government', the public, the banks. and . 
other financial institutions. 

The aggregate of long-term loans (including loans from Gov
ernment) obtained by the Board was Rs. 2425 . 28 crores at the 
end of March 1981 and represented an increase of Rs . 286 . 77 
crores i .e. 13 .4 jJer . cent on the aggregate of long-term loans of 
Rs .2138.51 crores at the end of the previous year. Details of 
loans obtained from different sources and outstanding at the 
close of the two years up to March 1981 were as follows : 

Sources 

State Government 

Other sources 

Total 

7. 03. Guarantees 

Amount outstanding Percentage 
as on 31st March increase 

1980 1981 

(Rupees in crores) 

1759.24 1968.06 

379.27 457.22 

2138.51 2425.28 

11.9 

20.6 

13.4 

--· 
· Government have guaranteed the repayment of loans raised 

. by the Board to the extent of Rs.448.77 * crores and payment of 
interest thereon. The amount of principal guaran teed and out
standing as on 31st March 1981 was Rs. 298. 89* crores. 

•Figures of guarantee and amount outstanding thereagainst as per Finance Accounts 
are Rs. 461 .25 crores and Rs. 299.09 crores respectively; differences are under reconcilla- · 
tion. ' 
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7 .04. Financiah position 

The financial position of the Board at the clo::ie of tne thtee 
years up to March 1981 is given in the following table 

1978· 7f:J 1979'-80 1980-81 

Liabilities 
(Rupees in crores) 

Loans from Government 1600.29 1159~24 1968.06• 

Otqe,r long.:.term loans (including bondt)] 303.08 379.27 457.22 
t 

Re'serves and surplus 80.38 89.49 147.97 

Current liabilities 175.40 324.46 444.63 

---' .. 
Total 2159.15 2552.46 3017.88 

&sets 

Gmss fixed assets 123'8.65 1281.5q 1·819.t4 

Less : Depreciation 198.04 198.29 198.35 

Net fixed assets 1040.61 1083.28 1620.89 

Capital work-in-progress 666.22 831.77 537.46 

Current assets 285.06 487.19 692.75 

Miscellaneous expenditure not yet written 
off 7.80 B.26 7,,32 

A'X(umulated losses 159.46 141.96 159.46 

Total 2159. lS 2552.46 3017.88 

Capital employed@ 1150.27 1246.01 1868.99 

OiP.ital invested£ 1983.75 2228.00 2573.25 

_ *Figure as per Fi nance Accounts is Rs. 1936.20 crot es. The difference is under recon
ciliAtion . 

• @Cap.ital employed represents net fixed assets (excludina capital work-in-progress) plu1 
working capual. 

., 

.> -

£ Capital invested represents ~paid-up capital plus lon~tcrm Joans p/111 free reserves, Y 



""" 7. 05. Working results 
Tho working results of the Board for the three years up to 

March 1981 are summarised below : 

Revenue receipts 
Subsidy from the State Government 

Revenue expenditure 

Gross surplus for the year 

Appropriations : 

Interest on : 

-Government loans 

-'"Other loans 

Write-off of intangible assets 

Net surplus (+ )/deficit(-) 

Total 

T6tal return on capital employed 

Total return on capital invested 

!late of return on : 

........ capital employed 

-Capital in vesttd 

1978-79 1979-80 1980-81 
(Rupees in crores) 

224.82 256.70 284.17' 
101.00 144.57 

' 224.82 357.70 42,8,74 
~~~~~~~~~~ 

208.38 215.48 262.27 

16.44 142.22 166.47 

. l 
95.91 105.89 

21.91 27.71 33.24 

0.96 1.10 l.27 

22.87 124.72 40.40 

(-)6.43 (+ )17.50 (+)26 07f 

15.48 141.12 165.20 
. : 

15.48 141.12 165.20 
(Per cent) 

1.4 11.3 8.8 

0.8 6.3 6.4 

As on 31st March 1981 the Board had a cumulative contin
gent liability of Rs . 446 . 26 crores as detailed below 

For the year 
1980-81 

Cl.tmtll~tjv~ ~ -
on 31st March 

1981 
(Rupees in crores) 

Interest on Government loans 
Depreciation 

Total 

37.23** 371.40 
38.07 74.86 

75.30 416.26 

*The net surplus of R~. 26.07 crores was utilised in repayment of loans from the St;ite 
Government. 

• • Includes a sum of Rs 28.24 crores on account of arrears of interest for the years 
19'59-60 to 1979-80. 
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7 .06. Operational performance 
..,,.-

The following table indic~tes the operational performance 
of the Board for the three years up to 31st March 1981 

Particulars 1978-79 1979-80 1980-81 

Installed capacity (MW) 

Thermal 1981.10 2173.10 2363.10 
Hydel 1068.35 1068.35 1212.35 
Others 12.50 12.50 12.50 

--+--

Total 3061.95 3253.95 3587.95 

Normal maximum demand(MW) 2000 2571 2955 

(Mkwh) 
Power generated 

Thermal 6441.701 6854.305 6733.661 
Hydel 3682.547 3265.797 3456.510 
Others 5.744 3.729 0.3J8 

Total 10129.992 10123.831 10190.489 

Less : Auxiliary consumption 760.91 2 804.752 876.778 
Net power generated 9369.080 9319.079 9313.711 
Power purchased 482.482 404.385 391.907 

Total power available for sale 9851 .562 9723.464 9705.61 8 

Power sold-
Sold and billed 791 5.659 7869.089 8119.123 
Sold but not yet billed 93.437 13.402 44.850 
Power supplied free 18.254 12.868 12.694 

Total . 8027.350 7895.359 8176.667 

Transmission and distribution losses 1824.212 1828.1 05 1528.951 

(per cent ) 

Load factor 29.CJ 27.6 31.4 

Percentage of transmission and d istrihu tion 18.5 J 8.8 15.8 
loSSeS to total power available for sale (Kwh) 

Number of units generated per Kw of 3308 3111 2840 y 
in,stalled capacity 
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7 . 07. Th following table gives other details about the 
working of the Board as at the end of the three years up to 
31st March 1981 
Part!cu t ~ r~ 

Villages/towns Ekctri fi ed 
(num ber!') 

Pump-sets/wells energised (numbers) 

Number of sub-stations 

Transmission and distribu tion lines (kms) 

High voltage 

Medium voltage 

Low voltage 

Connected load (M W) 

Number of consumers 

Total 

1978-79 

'36621 

324177 

132 

12876 

1979-80 1980-81 

38902 42697 

361590 402753 

142 146 

14453 14533 

129182 Not Available 140502 

92372 - Do.- 112876 

234430 267911 

4537.155* 4932.856* 5330.960* 

1923947 2081945 2154724 

Number of employees 93000 88944 93641 

The following table gives the details of power sold, revenue, 
expenses and profi t per KvVH sold du ring the three years up to 
1980-81 :f -. 

Units sold (Mkwh) 

Agriculture 

Industrial 

Commercia l 

Domestic 

Others 

Revenue per kwh (paise) 

Expenditure per kwh (paise)** 

Profi t per kwh (paisc) 

1978-79 1979-80 1980-81 

2401.106 2529.226 2772·616 

3958.022 3515.119 3428.584 

75.055 61.274 54.383 

807.361 963.835 1028.220 

692.369 812.503 848.014 

Total 7933.913 7881.957 ' 8131.817 

28.33 

26.26 

2.07 

45.38 

32.01 

13.37 

52.72 

36.93 

15.79 

•I ncludes (J -2~ f-.tW lo~d of H indalco n;t.t tht c Lf li tr.cir capt i\! genera tion. 
** Worked oLt a fter taking i nto account the to ta l deprecia ti on bu t exc ludi ng 

inte rest o n loans. 



8 .. 0 I. Introduction 

SECTION VIII 

CASH MANAGEMENT 

Cash management involves projection o r cash inflows/out
fiGws and financing needs .coupled with cash control. Effective 
cash management fl ims at establishing a sound system of cash and 
credit control and al o helps indicating the probable cash position 
so as to judge the need for additional borrowings or to invest sur
plus funds wi1h a view t·o earning interest. 

The revenue of the Board is collected in 107 revenue divi-
-sions and deposited in Jocal hanks in "branch receipt accouflt" 
of the units for transfer bi-weekly to main receipt account of the 
Board at Lu "'lznow. The units are not authorised to incur any 
expe11diture out of receipts. For expenditure, the units are 
operating an ex penditure account to which funds are transferred 
by the Board's Headquarters office from t ime to time on receipt 
of re<;iu isition of fund s from the uni ts. Besides. collection of 
revenue has also been entrust·ecl to cer tain banks at Varan asi, 
Lucknow, A11 ahahad and Agn which collect reven ue against 
bills issued b y the Board and remit the amount weekly to the 
Board's main receipt account at Lucknow. 

O ther receip1·s of the Board like loans raised from the State 
Government, borrowings !Tom financial institutions etc. are cre
dited to Board's main account at Lucknow. 

The cash outflow of t11 e Board comorises expenditure incur
red on capital works, establishment, fuel. stores and stock, pur
chase of p-ower and is mainly incurred by divisions/ projects. Pay
ments for purcha~c of coal are made centrally. 

8. 02. A ccounts with treasuries 

The Board was havin g its banking operations with Govern
ment treasuries b ut sta rted b anking arrangemen t of one-third o[ 
its cash business with scheduled banks from May 1969. From 
February 1973, i t diverted its entire banking operations with 
scheduled banks. 

The cash balance of the Board with treasuries /banks aud 
remittances-in-transit as per the accounts for 1980-Sl was 
R s .44,91 . 05 Jakh s. 

92 
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In September 1973 the units were instructed by the Board to 
effect transfer of the balances lying with the treasuries to the 
credit of the Board as per records of the treasury and thereafter 
reconcile the books of accounts of the Board with those of the 
treasuries. The transfers had not so far been effected (March 
1982) . 

8. 03. Bank reconciliation 

In October 197 6, the units of the Board were instructed to 
submit a statement of funds remitted from Lucknow to the units 
and vice-versa, bank reconciliation statement (receipts and ex
penditure account) alongwith copy of bank statement (in dupli
cate) to the Board by 15th of the succeeding month. On the 
basis of these statements, the reconciliation cell at the Board's 
H eadquarters office was to carry out bank reconciliation of rece
ipts and expenditure accounts with reference to the bank state
ments received from the bank at Lucknow operated by the Head
quarters office of the Board. It was noticed that reconciliation 
for the period from January 1980 to July 1981 was in arrears 
(June 1982) . In the absence oE timely reconciliation, failure 
of the Banks in effecting timely transfer of fonds remained un

detected. 

8. 04. Cash budgeting 

Prior to 1980-81 , the Board had not prepared any cash bud
get. A jJro forma for requisition of funds was prescribed and 
funds were allotted to the units on the basis of fortnightly 
requirements intimated by them. Besides, demands were fre
quently being received from the field offices through telegrams 
and telex, which were also entertained and releases made. 

8.05. (a) D elay in transfer of funds 

In May 1969, the Board issued instructions to all its units 
to maintain an account-"Uttar Pradesh State Electricity Board 
Branch Receipt Account"-where all receipts from consumers on 
account of power consumption, security deposits and miscellaneous 
inczomes were to be credited and available money to nearest rupee 
was t-0 be transferred to the Board's Main Receipt Account at 
Lucknow by telegraphic transfer. 

Illustrative cases of abnormal delays noticed in test check 
by Audit are listed below : 

(i) There was a delay of 10 to 2.085 days in crediting 
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the funds received from branch receipt accounts of 13 
banks to the Board's main receipt account involving 
Rs.1,081.84 lakhs during June 1969 to December 1976. 
A claim of Rs.53 . 43 lakhs towards interest preferred with 
the ~espective banks in September 1979 had no response. 
Earlier the Law Cell of the Board and the State Govern
ment ·were of the view (June 1977) that in the absence 
of a provision enabling the Board to claim interest on 
delayed remittances in the draft agreement between the 
Board and the banks, the case was not sustainable in a 
Court of Law. It was also felt by them that the claim 
was time-barred. 

(ii) In the case of delay in transfer of funds by 2 banks 
(10 to 1823 days) during January 1977 to December 1979 
involving a sum of Rs. 435. 68 lakhs, the extent of loss of 
interest at the rate of 14 per cent per annum (paid on 
cash credit) worked out to Rs.170 . 45 lakhs for which a 
claim was lodged by the Board with the banks in August 
1981. Further developments were awaited (March 1982). 

(iii) Against a sum of Rs.I lakh remitted (October 
1978) by a bank from Lucknow to its Dehradun branch, 
a sum of Rs. 0 . 10 lakh only was credited to the unit's 
expenditure account. The balance amount of Rs. 0. 90 
lakh was, however, credited to the unit's account at the 
end of August 1980. The extent of loss on account of 
interest at 14 per cent (the rate paid for cash credit) 
worked out to Rs . 0. 23 lakh. Similarly, a sum of Rs.4.80 
lakhs transferred to 3 units by Lucknow branch of the 
bank in January 1977 was not credited to the units' ex
penditure accounts (June 1982) . In November 1981 it 
was stated by the Board that the matter was under corres
pondence with Bank. The loss of interest at the r ate of 
14 per cent per annum up to March 1982 works out to 
Rs. 3. 53 lakhs. 

(iv) During July 1977 to December 1979, a sum of 
Rs . 13 . 59 lakhs was short credited by a bank at Lucknow 
out of the funds transferred by 42 units of the Board. 
Out of this, a sum of Rs . I . 69 lakhs short credited in. 
July 1977 was credited in N~vember 1981 and a sun~ of 
Rs.3 .01 lakhs short credited rn June 1979 was credited 
in July 1981. It was · stated (December 1981) by the y 
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Board that the balance of Rs. 8. 89 lakhs was under re
conciliation. The extent of loss of interest ~t 

1
14_ per: cent 

worked out to Rs.5.27 lakhs (Rs.0:95 lakh on Rs 0

1.69 
lakhs, Rs.0. 46 lakh on Rs.3 . 01 lakhs and Rs.3 . 86 iakl1s on 
the ·balance up to March 1982). No claim of "itit~i:'~St 
was, however, lodged by the B~ard (J~.me ~9$2). . · '· 

( b) Non-crediting of funds in the main r~ceipt account r< . ' --· 

A sum of Rs.58.68 lakhs transferred by 66 units of the~B~~rd 
from February 1977 to December 1979 frqm branch . receipt 
accounts was not credited to the Board's main receipt.ace.aunt at 
Lucknow (March 1982) by 2 banks. It was stated by the Board 
(December 1981) that the position was under reconciliation. 
The interest at 14 per cent per annum on the amount blocked 

, up to March 1982 worked out to Rs . 12 . 23 lakhs. 

( c) Non-crediting of cash / cheqv.es by the banks 

A test check (May 1981) of bank statements of 8 units of 
the Board revealed that a sum of Rs . 18. 60 lakhs remitted bet
ween October 1975 and September 1980 was not credited by the 
banks to the uni ts' accounts (March 1982). Besides blocking up 
o.f the Board's funds with the banks, the Board also suffered .a loss 
of interest of Rs . 1 . 63 lakhs at 14 per cent paid on cash credit. 
It was stated (January 1982) by the Board that all the units had 
been instructed (December 1981) to reconcile the olq cas~~- and 
avoid recurrence of such cases in future. 

(d) Deposits made by revenue authorities 

In 15 units of the Board, a sum of Rs . 19 . 27 lakhs r~aiised 
during Jan uary 1974 to August 1980 as arrears of land . ~ev~nue 
by the revenue authorities under Section 5 of Uttar Pradesh Gov
ernment Electrical Undertakings (Dues Recovery) t\ct, 1958, 
was deposited by them in the Government account as ~.le_~t~icity 
duty instead of in the Board's receipt account in spite of, ~lcar 
instructions by the Board. The matter was taken . u.p by the 
Board with the State Government from time to tir:ne hut .. the 
refund of the amount was still awaited (M al;ch 1982) . · 

·• • • • t 

8 . 06. L oan from Life Insurance Corporation of India . · t • 
: .. . 

(a) The table below indicates ~e amou~t du~ for P<l.J;i~ent 
to Life Insurance Corporation of. India (LIC) in r esp_e<;.t qf. loans, 
due dates of payment, dates on which the )3oa~~ a_dv~s~~ ~?~-~ank 
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co credit the amount to the account of the LIC, actual dates of 
transfer and adclit-ional interest claimed by LIC on account of 
delay in transfer of huids by the bank : 

Amount Due Date Actual Delay Additional ioteresc claimed by 
t!uc fOr date of on date e f LIC 
repay- payment which tr'atisfer Forfeiture Compound Total 
mcnt advice of rebate interest 
(Rupees sent for m 
in lakhs) credit interest 

(Rupees in Jak:hs) 
0.63 0.25 15.0o "13th 5th 27th 75 0.88 

March March May days 
1973 1973 1973 

33.18 28th 27th 8th 11 0.11 0.08 0.19 
July July Augusc . days 
f980 1980 1980 

12.38 21st Not 23rd 2 0.41 o.oi 0.41 
August available August oays 
1980 1980 

1.48 

Out of Rs . 1 . 48 lakhs daimed by LIC, the Board paid 
Rs. 0. 88 lalh in November 197 5 and preferred a counter clauu 
(May 1976) for equivalent amount against the defaulting bank. 
In July 1981 Rs.O . 88 lakh were refunded by the bank. No claim 
for loss ot interest 1,.Rs . 0 . 60 lakh) for delay in refund of Rs.0.8& 
lakh paid (67 months) was preferred by the Board (March 1982). 

As regards the balance amount of R s.O . 60 lakh, the Board 
approached (November 1980) LIC for waiver of the claim and 
had also approached (November 1980) the defaulting bank for 
refund of the amount claimed by LIC which was awaited Gune 
1982). 

(b) The Board obtained (28th January 1974) a loan of 
Rs . 550 lakhs from LIC carrying interest at 9 per cent per annum : 
Interest was payable on 1st June and 1st December every year. 
Against an interest of R s. 16 .82 lakhs (28th J anuary 1974 to 
31st May 1974) , the Board paid (November 1974) Rs .20.88 
lak.hs (28th Ja-nnary 1974 to 30th June 1974) . The excess pay
ment of Rs .4. 06 1akhs was adjusted by the LIC against intere5t 
payable on another loan after 527 days (10th Noven:ber 1975) . 
The loss of interest at the rate of 12t per cent (paid on cash 
cre<lit) on the excess amount paid works out to Rs. 0 . 7 5 lakh. 
The Board stated aunc 1981) that ex:cess payment to LIC was 
made due to o'v:erlight. 

'y 



9'7 ·. ·. 

8. 07. Loan from Agricuftuml Finance Corporation Limitea 

Agreements for two loans of Rs .12 crores an<;l Rs.13 . 20 
~rores for energisation ?f private tubewclls and pumpsets entered 
mto by the Board with Agricultural Finance Corporation of India 
(AFC) in April l 972 and September 1973 respectivelv provided 
for a rebate of ~1 a per cent per annum for repayment" of principal 
and payment of interest on or before the due dates. Even though 
the principal and interest ·were paid within the due dates. reba& 
admissible on interest paid was not deducted resulting- in excess 
payment of Rs. 56. 34 lakhs for the period from April 1972 to 
April 1981 : the claims for refund had ndt ycL been settled (Mareh 
1982). . ..... . 

8 . 08. Lonn from hanl{s 

In view of the critical financial position of the Board. the 
term loans of Rs . 1609 Jakhs obtained (1970-ill from 4 ban'k.s 
could not be repaid as per i·epavment schedule. The ba."'lks 
demanded (No>·ember 1975) higher rate of interest (6 per unt 
abO\'C the bank rate subject to a minimum of 15 /H'r cent) against 
the original1y agreed rate of interest (3-h- per cent aboYe bank ntc 
subject to a minimum of 9];. per cent) which was accepted by tht' 
Beard (February 1976) . The liability of interest (Rs.766.04 
Iakhs) includin g- additional liability (Rs. 1~4 . 66 Jakhs) on 
account of increase in the rate of interest was discharged (April 
1980) br the Board. As the Board did not pav the interest on 
the due dates in some cases. as rescheduled , the banks decided 
to charge compound interest. Further. the banks also applied the 
enhanced rales of interest from lst December rnn (from 10 per 
cr.nt to l l /Jer cent) and from 1st Tune J 97 4 (from 11 per cent 
to 13 fJe1· ·cent). The additional IiahiJity 011 these co11nts 
amounted to Rs . 115. 33 lakhs. The claims were not accepted by 
the Board on the ground that the loan agreements did not con
tain the condition of payment of compound interest and thett 
was dispute in the dates from which the enhanced rates of 
jnterest were to be applied. · 

· The Board stated (August 1981) that some of the banks had 
referred the claim to their head offices. 

8 . 09. A11oidable ex penditure 
. ......... ·-.- - .. ..,_ . .., .... I 

(i) lit test chec.k of th6 records of Elec~ deity Stores Divi .. 
~lun~. A~m nm! J.;iwkn11w ( eptflmhttf HtRJ ) II wi•~ 1wtkrrl t{1ni 
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·against the bills of suppliers for Rs .1371. 08 lakhs during 1980-81, 
the total release of. cash was Rs. 1094. 72 lakhs only. A sum of -< 
Rs.14.10 lakhs had to be paid as demurrage and wharfage during 
this period due to delay in retirement of documents, on account 
of non-availability of funds with the divisions. 

(ii) In September 1980 Electricity Transmission Division, 
Sultanpur paid Rs.3. 77 lakhs (including Rs.I. 08 lakhs recover
ed trom the firm) as demurrage and wharfage on account of 
delays ranging from 45 to 140 days in retiring the documents 
(Rs. 20 . 87 lakhs) of a firm of Bombay for supply of tower parts 

of'400 KV Sultanpur-Azamgarh line, 220KV Sultanpur-Azamgarh 
line and 220 KV Sultanpur-Gonda line due to non-availability of 
funds in the division : but at the same time. the Board had re
le~sed funds for ret.iring the documents of another firm for supply 
of 1000 torines of tower members of various 132 KV lines, work 
on' which would be started in 1983-84. The ma.terial received in 
March 1980 to May 1981 was lying in stores (March 1982). 

8. 10. Delays in realisation of cash 

· 8 . 10 . I. An important aspect of cash management is to en
su,re prompt recovery of amounts due. The position of arreat'l' 
as per records of Chief Engineer (Commercial) at the close of the 
three years up to 1980-81 is indicated below : 

Domestic and commercial 
Small and medium industries 
Large.and heavy power 
Public Jight and water works 
Sta:te tu bewells 
Private tubewells 
Railway traction 
Private licensee 
Municipal Board licensees 
Extra State consumers 
Board employees 
Others 

As on 31st March 
1979 1980 1981 

(Rupees in lakhs) 

11,54.71 13,84.67 14,26.92 
9,24.88 11,26.08 12,25.75 
8,83.85 8,20.44 11,77.23 
2,74.39 4,48.66 6,96.74 
2,27.64 1,98.22 1,56.49 

22,45.15 25,29.48 27,95.55 
3.50 23.66 24.58 

2,98.80 2,82.40 2,38.57 
1,71.17 1,30.10 1,76.46 

55.61 32.97 49.27 
32.36 45.06 40.11 
42.87 55.79 6.99 

63,14.93 70,77.53 80,14.66 

Note i· As per ·annual accounts of the Board the figures were Rs. 6349.56 lakhs, 
.Rs._71.40.50 1akbs an.d R~. 8231.71 lakhs as on 31 s~ .M!lrch 1979! 19~0 i\OP J~fiJ 
r~spcctivcly. The d1ffer~nc~~ w~rg "ncl"' J:l'CPij(:ll!Utlo~. 
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The Board decided (October 1977) that in view of adverse 
fina~cial cond ition . a vigorous dr ive migh t be launched for col
lection of revenue and recovery of arrears. Again in the Annual 
Financial Statemen t submitteJ to the Stat~ Government for 
the year 1980-81 the Board reiterated that arrears would be 
brough t down to one mon th's sale of energy. 

There was. however, increase in arrears du rin g: 1979-80 to 
the extent of Rs.762 . 60 lakhs as com pared to 1978-79 and to the 
exten ~ of R s. 937. 13 lakhs during 1980-81 as compared to 1979-80. 
The percen tage of arrears to sale of energy (R s. 275. 24 crores)" 
was 29 . 1 during 1980-81 ~ as against 28. 5 in 1979-80 and 29 . 8 
m 1978-79. 

T he a~e-wise analysis· of the arrears w::is not aYailable with 
the Board althoug!1 a mention was made in the Annual Financial 
Statemen t for the- year 1979-80 that a revic·w of all old outstand-
ing cases would b e 'made. · 

8. 10 . 2. The number of defaul ters in _paymen t of electricity 
dues in excess of Rs . 5 lakhs at the end of March 1981 was 43 of 
which one consumer each at Mirzapur (Rs.520.38 1akhs), Kan
pur (R s . 124 . 38 lakh s), Gorakh pur (Rs . 11 2 . 84 lakhs) . Luck
now (Rs. 52. 84 lakhs) and Bihar State Electricity Board 
(Rs . 28. 35 lakhs) were heavily in default. Besides 56 local 
bodies of the State had arrears of Rs. 696. 74 lakhs For supply of 
power for street lights and canal and sewage pumping. 

8 , 11. A.ssessm eri l and collection of reven11e 

Some illustrative cases of default in assessmen t and collec· 
t ion of revenue are mentioned below 

(i) Delay in billing 

(a) W hile the Board b ills li1?h t and fan consumers once i'.n 
two months. other consumers are billed mon thly. In test check 
(February 1980) of the records of 2 units (Varanasi Electric 

Supply Undertaking and ·Agra Electric Supply Undertaking) · of 
the Board, 214 cases (private tubewell consumers: 12, industrial 
consumers : 3 and light and fan consumers : 199) of non-billing 
involving recovery o f R s ,.7 .49 Jakhs up to January 1980 were 
notfoed. The reason for non-bill ing of light and fan consumers 
of Agra Eleci;ri Suf1ply Un<li:wtat~ing wa non.feeding of '1maste-r 
~__;_,_,...,~~!.-... ,.~ ,..n.~-=--~.:..~.:=r.::.=-.:.:.:-=~~=~:~·r:-r; ... --~~~ Ji 

i f i l;ii~ et l 9§0·S l ttre pr~ri•hH1S L 
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intormation" (viz. name and address of the consumers. date of 
connection, load and initial reading) to the computor. 

(b) The meter o f: Ghaziabad Development Authority 
. (GDA) was burnt in January 1978. As per the :B0ard's existing 
orders (October 1976) units to be billed in such cases should be 
worked out on the basis of load, burning hours and multiplying 
factor. No billing was. however. done up to December 1979. 
Belated assessment was, however, made (July 1980) for a period 
of 6 months from January .1980 as the consum~r could be assesse.d 
only for a maximum period of 6 months as stipulated in the above 
order. The amount not bil1ed up to D ecember 1979 worked out 
to Rs.0 .9 1 lakh. 

........ 

(ii) Delar in apj1licativn of revised tarifj 

(a) As per standard form of agreement.s w ith large and heavy 
po·wer consumers. the Board can r evise its tariff which shall be 
effective from the date of its publica tion in the Gaz(!tfe. I t was 
seen in test check (Mav ] 980) that the agreements with 4 con~u
mers of Commercial Division, Ghaziabad had the unusual con
dition of 3 months' not.ice for chan~e of 1·ate. Due to this con
dition the Board had to revise its rates from SP.ntember 1979 
instead of from Tune l 9i9 (when there wa·s a !reneral revision 
of tariffs) in res.pecf of the 4 consumers, resulting in a loss of 
revenue of R~ . l . 25 Jakhs. 

(h) An a2Teemcnt e11tered int0 f~fay 1969\ ·with a firm of 
Ghaziabad for a power lo~d of 1700 KW conta ined a condition of 
twelve months' notice (instead of 3 months') due to a tvpogra
phical error (r equired to be sen ·ed after initial period of supph 
for 5 vears) . The didsion , howcYet . !;Cr vccl notice before 3 
mon ths for increase in the r C1 tes ,dth effect from O ctober 1974 
which wa objecl'ed to bv the consumer anci pavments were made 
t1nder protest. T he arbitra tor. t.o whom the matter was referred. 
(?'ave the award ffebruarv 19i9) in favour of the consumer arg-u· 
ing· tlrnt the reauired notice of 12 months was not i:riven to the 
consumer and d irected the Board to r efund R s . 4 . 72 lakhs being 
the difference in the rates nµplicable to the consumeT in May 
1969 and those c.h ?.rl!<'d bv the Board after revision of rates. The 

· Board decided (J m~e 1979) not to contest tl1e case and a~eed 
·· r;; maim refund, ·which was done in July lo 5~wmbe1· 1980 by 
maldu~ ~ict_jmamcnr in th~ hilh of the conRtJiner._ A fur~her claim. 
uf R~, HJ . ff~ l l<\ kh~ f:t·um ! f~y rnrn rn ~~·11rr1,nf>rf l f.11~ harl i!htl 

').<- • 
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oee:a referretl (October 1979) to arbitration by the firm on t1ie 
same grounds; the decision of the arbhrator was awaited (Mardi 
1982) . 

(iii) Excess adfusimem of interest on security deposit in con
sumers' bills 

. The Board instructed (October 1963~ all its units to alfow 
interest at 3 per cent per annum on the security deposits 0£ the 
consumers. A unit of the Boa:rd at Kanpur (taken over on 16th 
April 1964) allowed ( I9'70-71 to 1977-78) interest to 53 consu
mers at the rate of 6 to 8 per cent instead of 3 per cent per annum 
resulting in short realisation of revenue to the extent of Rs.l .43 
lakns. 

8. l 2. Summing-up . .... 

(i) The cash balances lying in the treasuries at the time -of 
comp'lete swioch over of its banking operations from u-easury to 
banks had not been reconciled and got transferred to the credit 
of the Board (?vfarch 1982) . 

(ii) The reconciliation of the transfer of balances from the 
units to the Board's main accoiant at Luck.now was in arreafs from 
January 1980 to July 1'981. 

(i,ii) During .June 1969 to December 1976, there was a delay 
ol 10 to 2,085 days in crediting the funds by the main branch of 
the banks at Lucknow involving a sum of Rs. 1081 . 84 lakhs trans
ferxed by the hFanches of the banks located at different places in 

. the State. A claim of interest of Rs. 53 .43 lakhs for the delays 
up to December 1976 lodged with 13 banks in September 1979 was 
not considered to be sustainable in a Court of Law by the Law Cell 
of the Board and the State Government. However, a claim of 
inter~st of Rs. l 70. 45 lakhs for the delay in the ttansfer of f-uhds 
by ;:? banks (10-1,823 days) Involving Rs. 453. 68 lakhs was 
lodge& by the Board with the banks in August 198 l, but the latest 
developments were a"tvaited (March 1982) . 

Rupees 4. 80 lakhs transferred by Lntknow Branch of a bank 
ifl January 1977 had ·not been credited to units' accounts. The 
l@ss of interest up to March 1982 l\'lorked out to R.s.3. 5·3 lakhs. 

(iv) During Jt1ly 1977 to December 1~79. Rs.13.59 ~akhs 
rraflsferttd by 42 units of the Boa.rd were credited ~~ort l?Y a bank 

'·• at Luck.now. Oul1 of this tw·Q sums of Rs.3.01 lakhs and Rs.l.69 



lakhs were credited in July 1981 and November 1981 respectively 
.~nd the balance amou~t was under r~conciliation . No claim of -f 
mterest (Rs.5 . 27 lakhs) was lodged. 

(v) A sum of Rs.58. 61' lakhs transferred by the units of 
~e Board during February 1977 to December 1979 was not cre
dited to the . main receipt accoui:it of the Board (~a~ch 1982) . 
The loss of mterest up to · MaTch 1982 worked out to Rs.12 .23 
lak.hs·. · · - : : · · 

(vi) A sum of Rs. 19. 27 lakhs realised during JaU:uacy i 97 4 
t<;> Au.gust 1980 by the revenue authorities was incorrectly depo
sited m Government accoun t from time to time, and the transier 
of that amount Lo the ·noanl's accounL was still awaited (M~rch 
1982). 

(vii) During March 1973 to August 1980, the bank was 
advised to pay Rs. 60. 76 lakhs to Life Insurance Corporation of 
India (LIC) ; but the amount was paid late by the bank resulting 
in avoidable payment of additional interest of Rs .1. 48 lakhs to 
LIC (including Rs. 0 . 60 lakh remaining unpaid). In July 1981, 
a sum of Rs. 0. 88 lakh ·was refunded by the defaulting bank. 

(viii) Against the loans of Rs .12 crores and Rs.13. 20 
crores obtained from AFC in April 1972 and September· 1973 
respectively, the Board refunded the principal and interest within 
due dates without claiming the benefit of rebate in the rai:e of 
interest admissible (Rs. 56. 34 lakhs during April 1972 to April 
1981). The claim for refund of the rebate had not yet been 
settled (March 1982) . ' 

(ix) Due to critical financial position of the Board, a tenn 
loan of Rs . 1609 lakhs obtained by the Board from 4 banks during 
1970-71 could not be repaid as per repayment schedule. Re
scheduling of the payment of the loans was approved by the Board 
(February 1976) involving an additional interes~t liability of 
Rs.1 34.66 lakhs (paid in April 1980). The banks had, how
ever, demandecl a further sum of Rs .115. 33.lakhs from the Board 
on account of calculation of interest at compound rate etc. 

(x) The Board had not planned its purchases ~ccording to 
the anticipated availability of cash reso~rces. Dunng 1980-81 
due to paucity of funds, two units ha~ to pay Rs .1-4» 10 lak?s 
towards demurrage /wharfage to the R ailways. In anothet ·umt, 
documents of tower parts of transmission lines already in hand 
were not retired \n time resulting·in avoidable payment of ~.2.69 
lakhs to~ards demurrage / wharfage. · · . , :... . . 
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r (xi)' The amount recoverable from sundry debtors incrCas-

... 

·• 

ed from Rs.6314.93 lakhs as on 31st March 1978 to Rs.7077.53 
lakhs as on 3 l st March 1979 and to Rs. 8014 . 66 lakhs as on 3 lst 
March 1981. The year-wise break-up of debts was not available. 

The matter was reported to the Board/ Government in Nov
ember 19'81 ;. replies were awaited (June 1982) . 
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SECTION IX 

ALLAHABAD ELECTRIC SUPPLY UNDERTAKING 'f' 

9 . 0 l. Introduction 

In September l 964 the State Electricity Board took over the 
business of a licensee firm at Allahabad and Lucknow, which was 
supplying energy and maintaining distribution lines within the 
municipal and cantonmen t limits o f these cit ies and formed 
Allahabad E lectric Supply Undertak ing (AESU) , Allahabad and 
Lucknow Electric Supply Undertaking (LESU), Lucknow. 

9. 02. Activities 

T he main acti vities of J\ESU are, distribution and main
tenance of electric supply in the town, giving service connection3 
to new consu rners, rnnstrucrion /strengthening of lines and su l.J
sta tions for regular supply, installation and periodical testing ol 
meters, billing of consumers and rea li sation o[ revenue within 
the municipal and cantonment lirnits of Allahabad. It had also 
been generating electricity in its thermal power house at AllahJ.· 
bad (up to l\fay 1979) . 

Generation I ' .. 

The Board had been operating three units of 4 MvV each 
taken over from the ex-licensee, up to 2nd May 1979 when tl;e 
Station was closed down as per decision taken by the Board after 
reviewing the performance o f the power station, to retire the 
plant. The plant (value : Rs.23 . 06 lakhs) had not been dis- ....__ -
posed o( (June 1982). 

The following points were noticed in audit : 

(i) Against the installed generating capacity of 70.08 
Mkwh, the actual generation was 24. 99 Mkwh in 1976-77, 
23. 31 Mkwh in 1977-78 and 8 Mkwh in 1978-79 and the 

l)ercentao-e of cren cration to <lerated installed capacity 
0 0 . 

(8 Mv\l) declined [rom 35 .7 in 1976-77 to. 33.3.1~ 1 ~77-78. 
and to 11 .4 in 1978-'19. The low capacity ut1hsat10n o l 
the power station was due to excessive o utages which ~n 
an averaQ.e were 3G!J '1 hours in 1976-77, 3816 hours m 
1977-78 ;nd !'»823 hours in 1978-79 against avai lable 8760 
hours in each year. Further, actual time taken for over
haul 0£ the machines ranged from 2~55 hours (January 

- 104 1...-
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to May 1979)_ to 8242 hours (February 1976 to February 
1977) as i'lgarnst 1008 hours for annual overhaul recom
mended (i\Iay 1974) by the Chief E ngineer (Generation). 

(ii) i\fajor overhauling of the plant ·was not done dur
in~ the six ~ears (from 1973-74 lo 1978-79) though re
quired once rn every three yea rs. 

(iii) The difference in the weirrh t of co;i [ as indicated 
in the ra ilway despatch document n (on the basis of which 
payments were made to su pplier) and the quantity 
actuall y rece ived in the power statio n was charged to con
sum ption without any investigation . The ci u ~;nti t y short 
received (value : Rs.0 .80 lakh) during the three ·ea rs up 
to 1978-79 was, 23 tonnes, 422 tonnes and 454 tonnes res
pectively. T he percentage o( transit shortages varied from 
0 . 1 in 1976-77 to J .3 in 1977-78 and to 3. 21 in 1978-79. 
The reaso 11 s fo r he;n-y shortages in 1977-78 and 1978-79 
were not investigated (J unc 1982) . · 

(iv) (a) The T echn ical Committee~ on Power recom-
mendecl (December I 972) that in large size power stations 
there should be aro und 4 employees per rw of installed 
capacity. On this bas is. the number of persons req uired 
for the unit worked out to 32. The aclll i'! I number o f 
workers r;:inged from ~34 to 318 during the three yea rs up 

· to ]!)78-79. 

(11) , \ g;:iinst d1e st alntor ' provision th;it overtime p ut 
in by a worker should not exceed !)0 hou rs in a quarter, the 
actual over t ime put in hy the workers ranged up to 580 
hours in a f]llarter. The unit had paid on an average 
Rs .3 lakhc; per annum towards overtime allowance to work
ers during the three years up to 1978-79. 

f 9 . 03. R evenue ro llu tion 
Under the existing arrangement the consumer could , a ti his 

v option . make payment o f a bil l b , checp1e which was treated as 
cash rt11d pos1·e<l in the cash book and consumers' ledger . It W<lS, 

h owever, noticed that in the cases whe re cheques were dis honoured 
by ban)<.s. the entries requ ired to be made in the consumers' 
led i:?:er ,vere not made. T he following table indicates year-wise 
pos.ition of such amounts outs1ancling from consumers as on 3 1st 
\Tarch 1981 : 

•Appointed bv State Government in March 1972 for suggesting ways and means for impro. 
vement in t!)e efficiency pf ti)~ l}o.nrd. 



Year 

1977-78 

1978-79 

1979-80 

1980-81 

106 

Total 

Number of 
cheques 

d ishonoured 

8 

23 

46 

123 
- - -

200 

Amount 
outstan-

ding 

(Rupees 
in lakhs) 

0.15 

0.36 

0.82 

1.27 

2.60 
----

The Undertaking had not taken effective steps to recover 
the amount from consumers by disconnecting their supplies and/ 
or re-issue of demand notices (June 1982) . 

9 . 04. Revenue arrears 

The ta ble below indicates the posit ion of revenue arrears at 
the close of the three years up to 1980-81 : 

Year 

1978-79 

1979-80 

1980-81 

Revenue Amount of 
realised a rrears at 

during the the end of 
year the year 

(Rupees in lakhs) 

474.62 33.70 

542.86 49.82 

562.68 92.05 

The large accumulation of arrears was clue to: 

Percentage 
of arrear 

to revenue 
r~alised 

7.1 

9.2 

16.2 

(i) non-payment o( bills b y consumers because o f i11-
correct meter reading and furnishing of cumulative bills; 

(ii) d ifficulties in d isconnecting essential services for
non-paymenrt in case o f Government installations, street 
lighting and irnportant heavy po\\·er consumers ; and 

(iii) fai lure to promptly disconnect the supplies of 
cm1sumers who f aiied to pay bills in t ime. 

'--( 

I 

• 
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The category-wise break-up of arrears at the close of the 
three years up to 1980-81 was as under : 

Category Outstanding arrearc; as on 3 1 ~t March 

Domestic, commercial and small power 
Medium power 
Large and heavy power 
Agricultural power 
Public lighting 
Water works and sewage 

Total 

1979 

9.10 
0.72 

10.43 
1.21 
0 .96 

11 .28 

33.70 

1980 1981 
(Rupees in lakhs) 

20.07 19.76 
1.92 0.98 
6.99 33.15 
1.45 1.19 
l.13 35.09 

18.26 1.88 

49.82 92.05 

Periodical review of old cases was not made for taking timely 
action before dues became tirne-ba1Tecl / irrecoverable. No action 
had so far been (.June 1982) initiated to ascertain the amount 
that had become time-barred / irrecoverable. 

(a) Disconueclion of s11 pply 
With a view to minimising arrears, a notice of disconnection 

is reciuired to be issued to consumers alongwith the bill requir
ing payment ·within seYen clays of the expiry of due date for pay
ment of bil1s Failing which their supply was liable to be discon-
nected. 

During· test check (June 1981) in audit of power consumers, 
it was noticed that arrears against 137 power consumers who 
fail ed to pay l to 35 monthly bills but where supplies were not 
disconnected worked out to Rs.12 .46 lakhs as on 31st March 
1981. The position of defaulting consumers due for disconnec
tion during 1980-8 1 and supplies actually disconnected is given 
below : 

Defaulting consumers due for disconnection as on 3 I st 
March 1980 

Defaulting consumers due for disconnection durin g the 
year 1980-8 l 

Total 

Supplies disconnected 
Defaulting consumers who paid their dues after 2-10 

months but before disconnection 

Balance not disconnected 

l i ,080 

14,134 

25,214 

4,150 

7,773 

11 ,923 

13,291 
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The cases of defaulting consumers were not reviewed 
periodically and disconnection notices issued in time. 
(b) Dues against disconnected consum ers 

Arrears aga inst the consumers where upplies remained dis
connected for more than six months due to def a ult in payment, 
were withdrawn from consumers' accounts for separate pursuance. 
The ;:irrears in respect of 672 such cases (Rs.8. 22 lakhs) with
drawn and transferred to inoperat ive accounts were outstanding 
wi thout any recovery proceedings. The year-w ise break-up of 
amount out standing against d isconnect·ed supplies as on 3l&t 
i\Jarch 1981 is indicated below : 

Number of Dues Year consumers outstanding 
(Rupees 

in lakhs) 1970-71 to 1975-76 60 0.09 1976-77 91 0.40 1977-78 255 3. I l 1978-79 160 2.42 1979-80 58 1.11 1980-81 48 1.09 

Total 672 8.22 

These cl isconnected consumers were not served with demand 
notices for recovery of dues after adjusting their security (June 
1982). 
(c) Issue of demand notices 

Unpaid electrici ty dues are reco\'ernblc as arrears of land 
revenue provided a demand notice is issued to the consumer. It 
was noticed that steps against consumers in default were not 
taken immediately after the first clefoult. The fol lowing table 
indicates the pos ition of issue of demand not ices and recovery of 
the amounL thereagainst for Lhe three years up to March 1981 : 

Number of consumers due for iss ue 
of demand notices as at the close of 
the year 

Demand notices actually issued 
during the year 

Cases in which recovery was made 
during the year 

Cases in which recovery was awaited 
at the close of the year 

1978-79 l 979-80 1980-81 
9,600 33,838 31 ,929 

645 

77 

568 

(29.70)* 

484 

42 

442 

(3 1.38)* 

1,459 

207 

1,252 

(22.35)* 

•Figures i n brackets indic~ te <1i11ounts in lakhs of rupees. 
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The main reasons for slow pace of issu e of notices were, delayed 
disconnection of the services of the consumers in default and 
delayed determination of the final amount due from such con
sumers for issue of notices. 

(cl) Issue of recovery certi[tcales 

In case of fa ilure to pay the dues against de mand notices 
issued, recovery ccr1 ifica tes are to be issued to the Collector for 
rea lisa tion of d ues as arrears of land revenue. The following 
table ind icates the position regard ing issue of recovery certificates 
and realisat ion of amounts th tereagainst : 

Certificates issued for 
recovery up to the 
year including out-
standings of earlier 
years 

Recovery mad e during 
the year 

Recovery certificates 
returned without reali-
sation 

Recovery certificates 

1978-79 
Number Amount 

of (Rupees 
consu- in 
mers lakhs) 

419 17.90 

85 1.74 

86 2.1 8 

248 13.98 
pending at the close of 
the year 

1979-80 1980-81 
N umber Amount Number Amount 

of (~upees of (R~pees 
con- m con- m 

sumers lakhs) sumers Iakhs) 

776 37. lO 515 35.36 

116 1.05 30 19.00 

317 12.00 66 1.19 

343 24.05 419 15.17 

Dues amo un ting to Rs.15. 37 lakhs were declared (April 
1978 to March 198 1) irrecoverable by the Revenue authorities 
who returned 469 certificates to the Undertaking without any 
recovery. The reasons given by the Revenue authorities for non· 
recovery were tl1at whereabouts of the consumers were not known 
or they had no assets from which recoveries cou ld be effected. 

9 . 05 . Inventory control 

(a) (i) Annual purchase estimates were not prepared. 
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Tl~e val'ue of inventory holding had increased during the three 'f 
years up to 1980-81 as shown below : 

1978-79 1979-80 1980-81 
(Rupees in· lakhs) 

Value of opening s'tock· of stotes 3S.54 27.26 3::J.u7 
Purchases during the year 72.17 70.68 97.6S 
Stores available for consumptioh 105.71 97.94 127.73 
Consumption 78.45 67.87 90. l 8 
Closing stock 27.26· 30.07 37.55 

. (ii) . ~onsumption statements showing the quantitative 
details of different materials issued from time to time on works 
vis-a-vis the quantity actualiy required and consumed and the 
~alance returned w stores, if any, were not being prepared for 
identification o f excessive issues. 

(iii) Annual physical verification of stores was not carried 
out since March 1976. 

(iv) Maximum, minimum and re-ordering levels of stock 
were not fixed. 

(v) Materials were not categorised into critical and non
critical or fast and slow moving items. 
(b) Surplus and obsolete stores 

Inventory at the end of March 1981 included stores valued 
:at Rs. I . 60 lakhs declared unserviceable / surplus. For want of 
complete stocking, exhaustive list of surplus materials lying 
with the Undertaking could not be prepared and circulated / noti
fied to other power houses/divisions for utilisation (June 1982) . 

(c) Damage of cable drums 

.. ; The Undertaking received (January-February 1977) supply 
of 6 . 48 km (value : Rs.6. 35 lakhs) , 3 core 240 sq mm cables 
against supply order issued (October 1976) by the 
Stores Procurement Circle, Lucknow. At the time of la}
ing the cables in March 1979, the cable drums were found to have 
been damaged during prolonged storage in open stores yar~s 
and required rewinding in new conductor drums. An expendi
ture of Rs.O. 37 lak h was incurred on fabr ication and rewinding 
in new drums between March 1979-September 1980. 

' 9. 06. Constructiori, activities 
T he Undertaking has a construction unit entrusted with new 

works ot construction / extension of lines and sub-stations and pro-
viding service connections to consumers. The value of work done \. . 
during the three years up to 1980-81 was far less than the targets. 
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The percentage of establishment expenditure to cost of work don.e 
exceeded the norm of 15 fJer cmt provided in the budo-ets, as 
indica t·ed belo·w : 0 

Year Budgeted Actual Establishment Percentage 
expenditure expenditure expenditure of estab-1 

1978-79 

1979-80 

1980-81 

on works 

120.5~ 

72. 12 

on works 

(Rupee~ in 

39.8~ 

46.98 

60.22 

lishmenq 
expendi-
ture to 
works ex-
peoditurc 

lakh,.) 

9.35 23.5 

13.6G 28.9 

14.89 24.7 

T he unit undertakes deposit works of the industrial and 
large power consumers on the bas.is of cost plus 15 /1er cen t. Due 
to high cost of cr; tablishment charges, the short recoYery in respect 
of deposit works valuing Rs.33. 53 Jakhs executed during the 
three year up to 1980-~ J worked out to Rs .3. 95 lakhs. 

9.07. Ttf!ork orders 

'i\Tork orders of the value of Rs.6 .10 lakhs in respect of 66 
·works were issued in 1980-81 . These were placed on the basis 
of limited quotations without analysing reasonahi1ity of rates. 

Some work orders ·were placed by spli tting up the works and 
open tenders fo r consolidated annual requirement for work. as 
required under the orders of the Board. were not Aoated for 
items exceeding- Rs.10,000 in value as indica ted below : 

Name of work 

Laying of 33 KV cahle 

Painting of supports 

Boring: of pipes and cons
truction of platform 

Period umber 
of work 

orders 
placed 

June to December 1980 4 

July to October 1980 6 

August to November 1980 5 

Amount 
(Rupees 
in lakhs) 

. 0.37 

0.57 

0.38 

In February 19/il. the Su perintending Engineer banned the 
issne of work orders without his prior approval. 



112 

9.08. Advance payments to fi rms 

The Undertaking made 100 per cent advance paymen ts 
(R s.O. 45 lakh) to 24 firms during October 1974 to March 1981 
for supply of materials on the basis of th eir proforma bills against 
which supplies were awaited (June 1982) . 

9.09. Non-acceptance of debits for transfer of materials 
. F ifty-four advices of transfer debits (ATDs) for Rs.O . 61 lakh 
issued bv the U11c1ertak ing in respect of material trans ferred to 
other div isions during 1968-69 to 1980-81 were not accepted by 
th e r ecciYing- divisions (June 1982) . 

E ven the su pporting· r eceipted challans indicating- acceptance 
of materials h y th e rece iv in.g divisions were not C1v;:iilahle with the 
Undertaking in r espect of 24 cases in which materi als worth 
Rs.0 .43 lakh ·were iss11cd during 1968-69 to 1972-73. These 
included two ATDs, for issu e oE materials to Rihand H ydel 
n ivision. Allciliah?.cl in Arntust 1968 (Rs.O . 12 lakh ) and for mate
ri::tls tn1mf rrred to Hwlel P lant Division . K asimpnr { Afornrh) 
in Tu ne 1971 t Rs.O. Hi lakh) in r esoect of " ·hich de tails o f 
materials transferred ·wer e not ava ilabl e as n o copies of the bills 
initi alh· i ~·me<l were o n record. The 1 ndert;:ikin P- had not taken 
;my action fT unc l 081) to loc<i te the r eceints and flc:rnnnt for 
th e materials bv the rece iving d ivisions or fi x r esponsibil itv for 
possible loss. 

9 .10. S111nming-11p J..- -

(j) Tlw oper:1tion of the sren <:> rating station was stooped in 
\ if;n · 1Cl'7 fl ·the pl :in t fv:=i1ue : R s .2:L Oo lakh s) h an not b eer. di~-
posecl o f ( fonr 10~2) . 

(ii) A1•:i in s1 the sta tntorv nrovision that overtime m1t in bv 
a work.er <>h nukl not C'<ceed t50 hm1rs in a 011arter the actual over
time rwt in h ,· th e i\·orl~e rc; r fl n g:<:>cl u p to !'>80 h oun in a <iuarter. 

fiii) In 200 ra-=cc; im·olvi n <Y 'R<: .2 . GO l;:il:h " ·herP rheoues 
received frn m cn11sl1me r:. "·ere dishonoured durino- 1977-78 to 
lCl~0 -8 1 . 110 act ion h;:i(l been taken to recover th e ;:imonnt. b y 
oismnnecti1w dwir s11pplies ;rncl /0 r reisSlH' nf nf'm:1110 notices. 

(iv) T h e revrnnce arrears incr e;:ised from Rs.~~ . 70 lakhs in 
1n7~_7q t 0 'R c:. .4 Cl . R? l;ikhs in 1979-80 <i nn to 'R sQ? . O!l hkh s in 
l ~Q().P.1 . .\ rre-wi~e hreak -110 of (lrre;;irc; h:id not hf'Pn 'kent anJ 
coli.seq ucn tl" no perio<l ical review of old c;ises . i, ,._rl been do~e 
to ensure 1·h a1 <l11cs did not become timc-harred ;ind 1rrecoverah1 e. 
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(v) A sum of Rs.8. 22 lakhs which was recoverable fTorn 672 

consumers had been transferred to inoperatiYe account for sepa
rate pursuance. No action had been taken for recovery of this 
amount. 

(vi) Against demand notices (2588 cases) issued during the 
three years up to 1980-Sl the Undertaking had recovered dues 
(326 cases) during that period. As on 31st March 1981 recovery 
of Rs .22 . 35 lakh (1252 cases) was await~cl. 

(vii) Recovery certificates (469 consumers) for Rs.15. ~7 
lakhs were returned by the Revenue Department (April 1978 to 
March 1981) because either the consumers were not traceable or 
they had no assets. 

The matter was reported to the Board / Government m 
October 1981 ; replies were awaited (June 1982) . 

.... 



s·ECTION X 
CIVlL \.VORKS OF OBRA THERMAL PROJECT 

10 . 0 l. Introduction 

. After the formation of the State Electricity Board in .r\.pril 
1959, the civil works oi the Board ·were executed by the Irriga
tion Department of the State Government till April 1967 when 
civil construction works of the thermal power projects were taken 
over by the Board ; civil works of hydro-electric projects continue 
to be executed by the Irrigation Department. 

10.02. Organisat ional set-up 

The civil works organisation is under the overall charge of 
Member (Generation) . The civil works relating to construc
tion of thermal power stations are executed by the Project Super
in tending Engineers (Civil) under the administrative control of 
General Manager / Additional Chief Engineers posted at projects 
while construction of residential colonies, sub-stations and other 
facilities (hospitals, canteens, hostels, etc. at projects and in the 
field is undertaken by civil maintenance divisions under the super
vision of Superintendiug Engineers attached to the respective 
Zonal Chief Engineers. The repairs and maintenance work of 
power stations (hydel and thermal), colonies, sub-stations etc. 
is done by the maintenance divisions under the charge of the 
Superintending Engineers. 

Certain aspects of civil constructiqn works of the Obra Ther
mal Power Station (Stages II and III) are discussed in the follow
ing paragraphs : 

10.03. Civil fVorks of Obra Thermal Power E xtension Project 
(Stages II and III') 

10. 03. 01. To meet the increasing demand for power in 
the State, the Board proposed in 1970 to increase the capacity of 
Obra Thermal Power Station from 550 MW to 1550 MW by 
addino- five units of 200 MvV each in two stages (three units in 
stacre II and two units in stage Ill) . On the basis o[ prices prevail
ino? in l 96·9-70, two estimates for Rs.14 .31 crores on civil works 
w:re approved by the Government of India in June 1972. The 
estimates were revised (Ocrober 1976) to Rs.43.04 crores due to 
(i) increase in price of construction materials (Rs.836 lakhs) , 

114 
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(11) increase m wages (Rs.10 lakhs), (iii) inadequate provision 
in the original estimate (Rs . 170 lakhs), and (iv) additional faci
lities (Rs.185i lakhs). The revised estimates have not been 
approved by the Board (March 1982). The following table 
gives the details of original estimates and the revised estimates 
uuder broad sub-heads and the expenditure incurred thereagainst 
up to March 1981 : 

Particulars of civil works 

Survey and land 

Power station and auxiliary buildings 
including steel structures 

Ash handling and fuel oil system 

Cooling water system 

400 KV switchyard 

Coal handling system 

Water treatment plant 

Miscellaneous works like temporary 
sheds, pre-assembly yard, forest 
clearing, drainage, roads, etc. 

Marshalling yard 

Cooling towers 

Baffle wall 

Cost as per 
Original Revised 
estimate estimate 
(June (October 
1972) 1976) 

(Rupees in lakhs) 

7.50 

925.00 

111.50 

100.00 

60.00 

60.00 

20.00 

,. 147.04 

1431.04 

46.00 

1336.00 

280.00 

474.00 

95.00 

210.00 

; 75.00 

288.00 

450.00 

, 900.00 

150.00 

4304.00 

- • I 

Actual 
~xpenditure 

up to 
March 

1981 

14.35 

1830.22 

157.70 

572.88 

121.35 

377.66 

43.13 

1111438.65 

560.76 

10.64 

4127.34 

The work contracts which were awarded between October 
1974 and November 1975 were scheduled to be completed bet
ween February 1975 and November 1977. Works like cooling 
towers (Rs.900 lakhs), pre-assembly yard (Rs.95 lakhs) and other 
miscellaneous works (Rs.20 lakhs) had not been taken up for 
execution (March 1982) . Against the estimated expenditure. oi 
Rs.3289 lak.hs for the remaining items of works . the actual :expen
diture incurred amounted lo Rs.4127 .34 lakhs (March 1981) . 
Besides, the construction divisions of the Obra Thermal Power 
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Project estimated (October l 980) a further expenditure oE about 
Rs. 900 Iakhs on marshalling yard (Rs. 400 lakhs) , office build- f 
ing (Rs. I 00 lakhs) and other minor works including residual 
payments on works-in-progress (Rs.400 lakhs). The increase in 
cost of various items of works indicates that even the revised esti
mate proved to be unrealistic. 

10 . 03. 02. The civil works could not be completed as sche
duled and the. delays ranged Crom one to five years. 

Delay in c.ompletion of civil works was clue to (i) late receipt 
of working drawings from the consultants, (ii) delay in release 
of work sites by the other contracting agencie working in the 
same area to enable other contractors LO take up their work in 
the limited space available, and (iii) addition in the scope of 
work etc. Besides, the delay in completion of civil works led to 
late starting of electrical and mechanical works (1 ike cable laying, t--
instrumenitation works, structural work in switchyard etc.) and 
consequently resuited in delayed commissioning of generating sets 
of the power stations as under : 

Unit number As per original As per revised Actual date of 
estimate estimate commissioning 

(June 1972) (October 1976) 

I June 1976 June 1977 December 1977 
II March 1977 March 1978 January 1979 

Ill December 1977 March 1979 January 1980 
IV March 1979 March 1981 
v December· 1979 March 1982 

The delay in completion also resulted in increased payments 
to contractors executing civil works on account of escalation in 
wages and cost of materials like steel and cement. The increase 
in cost due to escalation during the extended period of contract 
amounted to Rs. 136. 96 lakhs as indicated below : 

Description 

'. 

Cii.>il works for foun
dati?n aqd super
sifud~re of boilers 
Canu 'generators, bun
kers etc. 

Period of completion Escala- Increase 
tion in cost 

Total 

Scheduled Actual payments of 
for wages materials 

(Rupees in lakhs) 

February Huly 7.72 25.82 33.54 
1975 1980 

.-

'-,. 
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D esc • iption Period o f completion F seal a. J ncrease 

tion in cost 
~ cheduled Actual payments of 

Structural work in mis
cellaneous buildings, 
roads, t renches etc. 

Coal han ling system 
includin ; chimney 

Cooling \V ?ter system 

Pressure C" oduit and 
. seal well 

April 
1975 
a nd 
June 
1977 

D ecember 
1975 and 

August 
· 1976 

May 
1979 

March 
1977 

for wag s materials 

March 
1980 
and 
June 
1980 

July 
1978 and 
Janua ry 
1980 

Febr ua ry 
1980 

M arch 
1980 

- (R upees in lakhs) 

49.69 12.00 

,. 9.12 19.71 

4.14 Not 
available 

5.43 3.33 

---- ----
76. 10 60.86 

10. 03. 03. Planning and co-ordination 

T olal 

61.69 

28 .83 

4.14 

8.76 

136.96 

T he Board appointed a firm of consultants (November 1973) 
at a fee of Rs. 322 lakhs for preparation of tender docu ments and 
draft specifi cations for works, procurement of materials, ten der 
evaluation etc., technical guidance at site to contractors, furnish
ing the basic and detained design and engineering in respect of 
inter-communication system and overall co-ordination of project 
for timely completion o f the works etc. 

I 0 . 03 . 01 . Awrird of contracts of civil worhs -·:rr 
I 0. O~. 04 . 0 l . Buildings and foundations 

Tenders for civil works divided in to eight groups for Obra 
Thermal Power Project Stages II and III were invited by the 
Board in August 1974. On grounds of urgency. before the ten
ders could be fi nalised, the work relating to coal handling system 
(Grcn1:-i B) was awarded in February 1975 to Bridge and Root 
Company Limited (BRC) , the lowest tenderer, for R s. 144 . 21 
lakhs (February 1975) . Fresh tenders ,.vere invited in February 
1975 (reasons not on record) for other civil works (seven groups) . 
Three grou ps of works were awarded to parties other than the 

j 
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. ... j. t' ·-
lowest tenderers as detailed below 

Description of work Evaluated Value at Name of Name of Addi-
group value of which the firm the fi rm tional 

works work which to whom payment 
was quoted work allowed 

awarded lowest was in 
rate awarded awarding 

the 
work at 
higher 
rate 

(Rupees in lakbs) (Rupees 
in Jakhs) 

Civil works in pressure 153.49 163.54 A Uttar r J0.05 
conduit of cooling Pradesh 
water system (C) Raj k iya 

Nirman 
Nigam 
Limited 

Power channels and 219.21 227. D z Ditto 7.92 
other allied works 
connected with cool~ 
ing water system 
but not connected 
with (C) above-(D) 

Water treatment plant 
(E) 

47.35 47.91 z Dit1o 0.56 

Switcbyard area (F) 47.06 47.06 M M 

Fuel oil area (G) 47.87 47.87 A Uttar 
Pradesh 
Rajkiya 
Nirman 
Nigam 
Limited 

Miscellaneous works (H) 40.92 40.92 A Ditto 

Witlulrawal of work 

As the progress of works awarded to U PRNN (Group C, E) 
W<lS n o t sa t isfacto r y and in o rder to ensure commissioning o( the 
~·en eri\ ting sets b y the stipulated d a tes, th e b al a n ce of the works 
T.vas withdr<lwn from the existing contractor~ (including contrac
tor 'M') on the recowmendations of the Site Fngineers and 
:iwarrl ed to RRC at higher rates o n the ha'ii s o f negot ia tions w ith
on l in v iting tender~ . The detail s o f the works w ithdrawn and 

r 

-1'-
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awarded to BRC, additional payment allowed, stipulated dates of 
completion and actual dates of completion were as under : 

Name ofwo1 k Name of Date of 
contractor with
doing the drawal 

work 

Pressure conduit UPRNN 
(east west ctirec-

6th 
AU!?USt 

tion) 

Switch yard area 
(cable tunnels, 

.. bus ducts and 
column fouoda. 
tions of geoera
ing unit No. II) 

!976 

23rd 
June 
1977 

Amount 
payable 
to the 

existing 
contractor 
for work 

with
drawn 

67 .66 

2.92 

Water treatment UPRNN 
plant, turbine 

11th 47_03 

house main build-
September 

1978 
ing, ash hand-
i Oil system, fuel 
oil system and 
other miscella-
11eous works re-
lating to units 
no . IC ano 9 

117 ,61 

Amount Additional Stipulated 
paid to Amount date of 
BRC paid comple-

(Rupees in 

86. 14 

3.34 

60.63 

150.11 

tion 

lakhs) 

J 8.48 March 
1977 

0.42 Decem-
bcr 1977 

13.60 March 
1979 

32.50 

Actual 
date of 
comp le> 

ti on 

March 
1980 

December 
1979 

work is in 
progress 
(March 
1982) 

(i) The purpose of withdrawal of works from UPRNN 
and another contractor 'M' could not be achieved as the· 
works were not completed by BRC in time and had only 
resulted in an additional expenditure of Rs. 32. 50 lakhs. 

(ii) The minimum wage of an unskilled worker was 
increased by the State Government from Rs. 4. 038 per day 
to Rs . 6 per day with effect from 20th January 1978. For 
the works execu ted thereafter the additional amount paid 
due to the revision of the minimum wages worked out to 
Rs. 5. 43 lakhs in case of pressure conduit and Rs.13. 60 
lakhs in respect of work of water treatment plant, turbine 
etc. up to March 1982. The additional amount paid in 
respect of water treatment plant, turbine elc. would fur
ther increase as the work was still in progress (March 

"J982). 
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(iii) BRC had stipulated (July 1978) that shuttering 
materials for ash silos were to be provided by the Board 
free of cost. The materials were accordingly supplied at 
a cost of Rs. 4. SO lakhs up to December 1980 which was 

~ also consequent upon the withdrawal of the work from 
the scope of UPRNN. 

10 . 03. 04. 02. Construction of chimney 

After inviJting tenders for the design and construction of 170 
metre high reinforced concrete emulsifier of the chimney (Nov
ember 1973), the contract was awarded by the Board (August 
1974) to firm B for Rs. 59. 68 lakhs for which agreement was 
executed on 3rd June 1976. 'While forwarding (July 1974) the 
recommendations to the Board certain conditions and stipulations 
imposed by the firm B (after submission of the tender 
documents) were not specifically brought to the notice of the 
Board (or taken into consideration while evaluating the quota
tions) by the Design Diredtorate. The following were some of 
the conditions : 

(i) Payment for variations in quantities beyond 10 per 
cent at enhanced rates, instead of beyond 25 jJer cent a!> 
per tender notice. 

(ii) Change in technical specification of lean concrete 
work and measurement thereof on volumetric basis instead 
of adherence to minimum cement content and weighmcnt 

··· on batch material basis. 

(iii) Escalation in the cost of refractory material . 

(iv) Recovery of cost of material supplied by the Board 
as per the terms of the contract on consumption basis. 
payment of installation charges, reduction in security from 
IO to 5 per cent of the contract value, levy of liquidated 
dama<TeS to the extent of one per cent only (against five 
per c~nt in other contracts) of the value of unfinished 
work etc. 

(v) Overall increase of three per cent in the tendered 
value oE work. 

T he extra expenditure in award of the contract to firm B 
was es<:imated at Rs.8.94 lakhs. 
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10 . 03 . 05. Execution of contracts 

(a) Concrete and allied foun dations 

In the execution of the work relating to concrete and allied 
foundations, awarded to BRC by the Board in May 1973, the fol
lowing points were noticed (May 1980) : 

. (i) The finished 1evel of earth excava ted by a site grad
ing con tractor (Tuly J 975) was 19 ~ . 77 metres in electro 
static precipitator fESP) area. While commencing- the 
initial JeveJ ::idopted for payment to BRC was higher 
(193 . 82 to 195 . 08 metres) than the finished level exe

cuted by the site g-racling contractor. This resulted in an 
excess payment for excavation of 1725. 52 cu rn of earth 
anrl its disposal involving an extra payment of Rs. 0 . 53 
lakh. 

(ii) · Agreement provided that the excavations would he 
made to such depth. length and width ?S were shown in 
the drawings ; the contractor mig-ht for facilitv of work or 
similar other reasons excavate and ?lso backfi11 at his own 
cost outside the Jines shown on the drawings ; and the con
tractor was Tequired to fill up the excava tion b~lmv the 
specified elevation with concrete uo to the reouired ele
vation ano no extra nayrnent was to b e made to the con
tractor. Tn spite of this stioulation clear] v indicating that 
the Board -wa·s not required to pav for excava tion beyond 
the lines shown on the drawings c<irried out bv the con
tractor for facility of work or sim;iar other reasons a11d 
the contractor's rate covered such excess excavations 
required at site . the division rel eased navment :\mounting 
to Rs . 1 . 72 lakhs for the excess exc::ivation and its back
filling done b y the contractor for facility of his work. 

(iii)" The depth. excess excavated ·was required to be 
filled with lean concrete (I : 3 : 6) . The contractor 
·was paid Rs. I . 87 lakhs for lean concrete filling which was 
inadmissible. 

(iv) · The ag-reernent provided that for the measurement 
of lead, the area excavated shall be divided into suitable 
blocks and for each block the distance from the centre of 
the block to the centre of the stock pile and / or fiiled area 
pertaining to the block shall be taken as lead which shall be 
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measured by the shortest straight line route on the plan 
and not the route actually taken. H owever, the Civil 
Construction Division made payment for excess lead 
based on actual route used by the contractor and not on 
the basis of straight line method which resul ted in an 
extra expenditure o[ Rs. I . 67 lakhs. 

(v) Conditions of the contract relating to blasting o{ 
rocks provided that " in dry weather and normal dry excava
tion. ordinary low explosive gun powder may be used. In 
damp rock high explosives like gelatine with detonators 
and fuse wire may be used. I n under-water excavation 
with substantial seepage causing accumulation. electric de
tonator shall be necessarv". Further the special conditions 
of the contract stipulated that the contractor would prefer
ably fire the explosives electrically. H owever. the Ci' il 
Construction Division in Tuly 1975 requested BRC to use 
electric detonators instead of ordinary detonators in blast
ing hard rocks and sanctioned extra item rate of R s. I .10 
per cu m of area blasted though the contractor had not 
asked for it. By treating· the use of electric detonators as 
extra i tem in contraven tion of the terms of the contract, 
BRC was paid Rs. 0. 42 lakh . 

(vi) The contract provided that rates offered by BRC 
would remain firm (or vanat10n in ciuantities up to 
25 per cent but at the instance of BRC. the Project 
Manag-er accepted that BRC would reserve the right 1·0 

revise the rates- uitably for work in g; beyond a further period .>-

oE 12 months from the scheduled date of completion vi:.. 
February 1975 and incorporated in the agTeement that in 
the event of such a contingen cy arising. the rates would 
be negotiated up to 15 per cen t above the tendered rates 
for remaining quantity of "IVork only. During the execu-
tion of the contract the quantities of "l\'Ork exceeclecl the 
variation allowable and the period was also extended be-
yond 12 months (exlension granted up to December 1979 
against due flat e of completion fixed for February 1975) 
as indicated below : 

Description 

Value of work estimated 
Executed value of work 
Percentage of variation over estimated value 

Value of work 
Stage TT Stage lll 

(Rupees in Iakhs) 
127.70 85.08 
238.80 147.91 

87.0 73.9 
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The BRC had desired (September 1977) upward revision of 
rates by 15 jJer cent for the work executed beyond 25 per cent 
of the rendered value on the grounds that the work could not 
be completed in time (Jannary 1975) clue to reasons not attribu
tabl_e to BRC. The BRC was advised (September 1977) by tbe 
rro.iect management to continue the work. The project mana
gement also initiated (December 19i7) an examination as to 
why the quantities of work could not be assessed correctly at the 
time of inviting tenders in O ctober 1972 . Neither the consul
tants to the project nor the Site Engineers had exrlained the 
reasons for the excessive va riotions between the quantities actuall'· 
executed and those included in the estimates ;:ind the case hacl 
not been submitted t·o the Board for approval (March 1982) ·. fo 
the meantime 1·he cla im for enhancemen t of rates for stages IJ 
and III (Rs.30 lakhs auprn:--: imately) w~s hein e· pressed b y BRC 
for acceptance and the final decision of the Board was still awaited 
(March 1982)". 

(h) CoolinR water system 

Civil works of cirC11latin~ water svstem wen~ awarded to 
UPRNN in N ovember 19"75 \\·ith ;·h e d::i te- flf completion as May 
1977. The work was in p roP!ess (M ;nch l 9R?) and till then the 
valu e 0f work done amounted to Rs. 244 . 56 J~} hs. During- scrn
tinv of tlw records pertaining to e).-ecution of the works in audit 
(May l 98or it was noticed as under : 

(i)1 Initial Jeve1s adopted fo r earthi;.rnrk cuttinv b y the 
con tractor were taken ;:it a h ig-her level th ~n the fin ished 
level of the site rrradini.! contractor. This resulted' in 
computing excess e~ravci ti;n of 75073 cu m of earth involv
ing payment oE R s . 6 . 42 lakhs. 

(iiY' Finished level of earth in cha,ir;i ag-e 1038 E-1058 E 
was recorded as 187 . 09 ine-tres in the meamrement book_ 
This was, however, carriecl forwarrl as 186. 09 metres in 
the measurement book subsequ ently. resultinv in excess 
paymen t o[ R s. 0.36 lakh on earthwork (1683.62 cu rn at 
Rs.21.50 per cu m)". 

· (iiff Similarly the length of chainag-e numbers 1238 
to 1378 worked out to 140 metres only while this was 
measured and recorded in measurement book as 162.825 
metres involving an excess payment of Rs . 1. ?4 lakhs to 
UPRNN (6215.170 cum at Rs.21.50 per cum). 
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(iv) · According to specifications the excavation in hard T 
rock only was~ to be done by blasting for which higher 
rate _was admissible. The agreement further provided 
that m case the blasting was done by the contractor on his 
own the excavation would not be classified as hard rot:k 
area and boulders u p to one metre in lengt h and 50 cm 
on one side were to be classified as soft rock. It was 
n_oticed th~t U PRNN was not issued <i.ny ftelatine (explo
sive matenal for blasting hard rock) by the d ivision and 
the boulders excava ted were also not found beyond on e 
metre in length indicating that the boulders fell under the 
category of soft rock. ·However. l 1434. 025 cu m of work 
was classified by UPRNN as excava tion in hard rock area 
and paid for at the high er rates. The classification o( 
11434. 025 cu m of excavation as hard rock instead of soh " 
rock. resulted in an excess payment of Rs. 0. 88 lakh 
(February 1976 to July 1979)". 

(v) · Initially the agreement provided for the supolv 
and laying of RCC Imme pipe (NP 2 Class) at Rs.302 
per runninp- metre (RM)". This clause was su bsequent1v 
deleted by the consul tants (May 1976) · <1.nd later the work 
was got execu ted as an extra item paya hle at R s . 490 per 
RM : in simiJ;:ir other contracts the r ate allowed to U PRNN 
remained at R s.302 per RM. This resulted in an ex:tlra 
expenditure of R s.O. 82 lakh in laying of 438 RM of pipe. 

(vi)· Construction of cooling water channel awarded to 
UPRNN in November 1975 ancl still jn proP-ress (March 
1982) · involved cuttin~ of earth in slope. down to bed 
level of ch <lnnel and development of hunds at b oth sides 
along the channd. The top level of hund was 195 metres 
and ground leve1 of the area before rn tting of earth ranged 
bet~een 191 and 194 metres. While executinq the work. 
the entire area including- bund portion was initially exca
vated down to b ed level of 187 metres in the case of intak~ 
channel ;rnd to 189 metres in the case of discharge channel 
instead of cu tting- the bed in slooe. The extent of avoid
able excavation worked out to l.61.713 en rn for which nay
ment of R s . 17. 94 lakhs was made to U PRNN. Subse
quently. area of bund portion was backfi.ll ed_ to the requir.ed 
level with already excavated e::irth which included avoid- "t 
able backfilling to the extent of 1,61,713 cu m of earth for 
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which payment to the contractors amounted to Rs. 34.77 
lakhs. 

(vii) The excavation in bed of the channel was carried 
~ut to levels lower than the levels prescribed in the drnw
mg. The payment made to UPRNN for extra excavation 
beyond drawing limits worked out to Rs . 4. 34 lakhs 
(54276 cum of earth). The excess excavation was subse
quently refilled with optimum moisture content (OMC) 
earth filling at a cost of Rs. 11 . 67 lakhs. 

(viii) For 2,49,659 cu m OMC filling in channel, 
UPRNN was paid at the rate applicable for earth carted 
from burrow areas. The normal soil available during the 
same period at channel site out of excavated earth was 
1,58,868 cu m of which 1,23,632 cu m normal soil was 
removed by the contractor for which payment of Rs.8 .15 
lakhs was made by the Board. If the available normal 
soit had been utilised for OMC earth-filling, instead of 
soil from burrow pits, the extra expenditure due to appli
cation of higher rate for earth-filling with burrow area 
earth amounting to Rs. 23. 04 lakhs and disposal cha15es 
of Rs. 8 . 15 lakhs could have been avoided. 

(ix) In the area up to bridge portion of the channel, 
after the excavation of earth under site grading contract 
had been completed (July 1975) by the site grading con
tractor, UPRNN engaged in construction channel re
quested that excavation in various depths should be paid 
with reference to the original ground level of the site and 
not from the finished level. The claim of UPRNN was 
accepted (February 1976) and excavation under various 
depths paid accordingly resulting in extra payment of 
Rs. 1 . 35 lakhs to UPRNN. ..,! 

( c) Structural work 

The work for fabrication and erection of structural steel 
for stage II was awarded by the Thermal Design Directorate of 
the Board without inviting tenders (November 1972) for 
Rs.477 .08 lakhs (approval of the Board not kept on record)' to 
Triveni Sitructurals Limited (TSL), Naini (Allahabad) on the 
grounds that (i) it was a public sector underta~ing, (ii) it would 
facilitate procurement of steel as the _ur:idertakmg ""!!.as u1:1~~r tJ:ie 
administrative control .of the Steel Mm1stry and (m) fac1hties m 
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~he workshop at Naini could be utilised for Lhe project and chas
mg of t~e p~ogress of the work would be quicker. l n April 1973 
on cla:1ficat1011s soughl for by the Board, TSL agreed to reduce 
the pnce by 11.09 per cent. The following points were noticed : 

(i) T he conditions of the contract provided that T SL 
shall fabricate approximately 50 per cent of the quantity 
involved in their Naini work.shop and 50 per cent at OGra 
site. H owever, TSL fabricated excess q uantity of steel in 
its workshop at Naini as indicated below : 

Description Fabrication at 
Naini Site 

workshop (Obra) 
(In tonnes) 

7984.043 '1486.841 Structurals 

Nuts and bolts 192.444 79.601 

8176.487 4566.442 

As the site fabrication t1icl not involve transportation of 
structurals while fabr ication at TS L's workshop (Naini) 
involved transportation of structurals up to Obra site on 
Board's account, the excess fabrication ol steel in the Naini 
workshop (1805 tonnes) resulted in an additional expen
diture or Rs. 1.44 lakhs to the Board (Rs. 80 per tonne) . 

Similarly transportation charges of cu t pieces (391 
tonnes) from TS .L's workshop at Naini to Obra site was 
arranged by the Bo:ir<l though these were to be transpone<l 
by STL at its own cost. T h e recovery of Rs.0.15 lakh 
on this account was not enl orcecl (March 1982). 

(ii) In accordance with the terms ol the contract, TSL 
was to supplement sleel supplies with quantities required 
for various fabrica~ion works so that fabricatic-n and erec
ition schedule rem,; inc cl u : .c i• Lurbed ; the contract provid
ed for release of 90 jJer cen t p.1ymcnt on receipt of despatch 
advice by the steel suppliers or dedau rion by TSL aboGt 
reservation of steel for the works su bjt:u w i.:ial adjmt
ment. H owever, in a meeting (November 1974) TSL 
insisted upon the Board for reimbursement of actual iand
ed cost of 2250 tonnes (Rs . 5359 .14 per tor.11e) in respect 
of imported steel against Rs. 1890 per tonne for the indige-
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nous steel. This was agreed (November 1974) to by the 
Board and the Civil Construction Division, Obra released 
Rs .75 .80 lakhs (April 1975) to TSL for the steel 
(1472 .774 tonnes as against 2250 tonnes advised earlier) ' 

imported for the fabrication work. However, TSL sup· 
plied to the Board 358. 536 tonnes o( imported steel 
valued at Rs. 19 . 21 iakhs. The balance quantity was 
arranged by the Board and supplemented by TSL from 
indigenous sources. T he decision of the Board to use 
imported steel instead of indigenous resulted in extra ex
penditure of Rs. 12. 43 lakhs on 358. 536 tonnes of im
ported steel actually used by the TSL (at Rs.3469 . 14 per 
tonne representing d ifference between Rs. 5359. 14 per 
tonne paid for impor ted steel and Rs . 1890 per tonne at 
which rate recovery of indigenous steel issued was made) . 
The residual advance payment (Rs . 56. 58 lakhs) made by 
the Board was adjusted against other claims of TSL in · 
April 1980 (after fiye years approximately) . T he loss of 
interest on the ad vance retained by TSL for five years 
(April 1975 to April 1980) amounted to Rs.27.35 lakhs. 

A test check revealed that consumption of 32 mm thick plates 
actually used by TSL was less than the quantity( l07 .391 tonnes) 
stated to have been imported by TSL for the work as detailed 
below : 

Total quantity of 32 mm plates used 

Quantity of 32 mm plates already arranged through indi· 
genous source 

Residual quantity that was actually met out of impor· 
ted steel 

Quantity of imported steel paid for 

Quantity 
(In tonnes) 

228.43 

155.035 

73.395 

107.391 

Excess quantity of imported steel paid for 33.996 

This resulted in overpayment of Rs. 1 . 18 lakhs. • 1 

(d) H igh and low pressure pipes 

(i) The work relating to erection , testing and commission
ing of high pressure piping for 5X 200 MW sets was awarded 
to a firm of Pune for a lumpsum price of Rs. 89. 84 lakhs in 
August 1975. 
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'!'he scope of contract, inter alia, included (a) complete ins
t~llat1on, ~est an.~ commissioning of a~l pressure pipings and auxi- -,~ 
hary. services, (u) supply and erection of temporary pipings 
~eq\ured for hyJ1:otest, picklings, flushing and cleaning, (c) any 
Items of work which were not specifically mentioned in the con
t~aj~t but were essential for complete erection of high pressure 
p1prngs and auxiliary equipments. Accordingly, the work relat-
ing . to laying of temporary pipeline and additional pipeline for 
hyd,rotest and Rushing of the system fell within the scope of the 
contract ior which additional payment was not to be made to 
the. firm. During test c.heck in audit (January 1980) it was 
noticed that a sum of Rs. 0. 72 lakh was paid (February 1977 to 
November 1979) to the firm for laying the temporary (Rs. 0. 56 
lakh) and additional pipeline (Rs. 0. 16 lakh) for hydrotest and 
flushing of the system prior to its commissioning which was in-
admissible. ~ 

, (ii) The Site Engineer paid a sum of Rs. 0. 50 lakh to the 
fi,rm in addition to contract value for cutting and re-erection of 
piping already erected due to fouling of line with other structures. 
Thpugh the work of erection of the l ines was carried out by the 
firm on the advice and supervision of the consultants, no respon
sibility was fixed by the Board for that extra payment. 

( e) Extra item rate 

(i) The rate for supply and laying 1200 mm dia RCC pipe 
by U PRNN was fixed at Rs. 1436 per running metre (RM) in 
April 1976. This rate· was revised to Rs .1684 . 80 per RM in ~ · 
March 1978 with effect from .February 1977 by (a) inclusion oE 
element of sales tax at eight per cent instead of five per cent 
appl icable for Government undertakings, (b) inclusion of transit 
loss at 1 O per cent which was inadmissible and ( c) inclusion of 
water charo-e at one j'Jer cent which was inadmissible as water was 

0 • 

supplied free of cost by the Board. On the executed quantity 
(242 . 50 RM) of 1200 mm dia pipe the extra payment made to 
UPRNN worked out to Rs. 0 . 60 lakh. 

Similar upward revlSlon was allowed to BRC in respect of 
l 200 mm, 900 mm and 600 mm dia pipes in May 1977. The 
additional amount paid to BRC worked out to Rs.2.78 lakhs. 

(ii) As against the extra item rate of Rs . 55. 30 per cu m 
recommended by the Divisional Officer and approved by the 
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~uperintending Engineer (October 1976) fo r m1x111g and plac-
ir mg mortar in basement in 1 : 15 ratio fo r execu ting civil works 

'at the project , the Superintending Engineer at the instan ce of 
BRC revised the item rate upwards to Rs. 79. 20 per cu m (Octo
ber 1977). The scrutiny in audi t (May 1980) of the rate 
actually sanction ed re,·ealed that (a) cement component 'vas fixed 
at 7.3 bags instead of 6.5 bags per cum (b) labour component 
was taken at Rs. 31 . 50 per 100 dt instead of Rs. 11 awarded tu 
U PRNN doing similar work at the same site during the same 
period and (c) contractor's profit at 15 per cent was also included 
on cemen t component issued by the Board. On eliminating 
these extras the cost per cu m worked ou t to Rs. 68. 30. Th~ 
BRC execu ted 5553. 08 cu m of work and was paid Rs. 0 . 61 lakh 
in excess. '\i\lhile accepting the fact that extra payment had been 
made, the Obra Thermal Power Construction Division stat~ .. 

.. 

(May 1980) that it prop osed to recover the amount from the 
contractor but the recover y was still awa ited (March 1982) . 

(iii) T he rates for extra items provided in the agreements in 
respect of various works executed by different contractors at Obra 
Thermal Power Project were to be derived from tendered rates 
for similar items of work where such rates existed otherwise joint 
calculations of the cost were to be made on the basis of quota
tion or actual cost plus 20 per cent whichever was less. Payment 
for random rubble masonry in 1 : 4 mix ratio (or similar item) 
which was not provided in th ree contracts. was made at the rate 
applicable to other running contracts with the same or different 
contractors without considering the actual cost of execution as 
requ ired b y the contract a~reemen ts. Consequentlv there was 
an over payment of Rs . I . 84 lakhs in respect of three contracts. 

(f) R oads, drains and dev elopment of site 

(i) A contract was awarded to a firm 'C' of Obra by the 
C ivil Construct ion Division in ~ ray 1978 fo r R s. 4. 68 lakhs for 
.development of main power house road from Gammon ga te to 
33 MV sub-station, Jharianala and the work was required to be 
completed by November l 978 (la ter extended to March 1979). 
T he contract en visaged providing and laying of 50 mm thick 
pene tration macadam (full grou t),., wet process road surfa~e -~o~
plcte as per specifi cation at Rs.1 t per sqm. T he firm C d1<l 
not complete the work as sch ednled an~ reqnested_ ("IV!arch _1979) 
for extension of ti me up to June 191 9. The d1v1s1on did not 



~ccedc to the :equest of the firm 'C'. The residual work of lay
mg 50 mm t1uck penetration macadam (8414 sqm) was awarded '"f 
to another firm 'D' of Ob:a in May 1979 at a higher raite (Rs.19.40 
per sqm ) . On the basis of executed quantities the withdrawal 
of work from the scope of previous contractor and its awar<l to 
firm 'D' at higher rates resulted in an extra expenditure of Rs.O. 20 
~akh and the work was completed in July l 979. The provisions 
m the agreement with the firm 'C' for recovering the extra 
expenditure in completion of the residual work were not invoked 
by the division (June l 982). 

(ii) Tenders were invited by, the Obra Project Construc
tion Division in March 1978 for pre-mix carpeting and widening· 
of road from Khairantia market to Obra dam railway station. The 
lowest offer of a local contractor (Rs. 1 . 97 lakhs) was not accepted 
hy the division on the ground that the tenderer did not possess a > 
road roller even though the tenderer had offered to pay the hire 
charges of the road roller if supplied by the divis ion. The work 
was awarded to the second lowest tenderer for Rs. 2. 38 lakhs on 
the ground that the firm possessed the road roller. During the 
period the work was executed by the successful tenderer (June to 
December 197~) the dh·ision kept idle its one road roller (eight 
tonnes capacity) in a fit condition. Had the offer of the lowest 
tenderer to hire the road roller lying idle in the division been 
accepted, the Board could have saved Rs. 0. 46 lakh on the basis of 
executed quantities of work in addition to earning hire charges of 
the road roller that remained idle witl1 the division. 

(g) lnfructuous expenditure 
The work of levelling of site for laying of railway track bet

ween Ohra end and wagon tippler was started by the Obra !her
mal Civil Stores Procurement Division in J anuary 1976 without 
receipt of fin al drawings from the Railways. The final drawings 
supplied by the Railways in April 1976. indicated lower forma
tion level than that under execution by the division . In order to 
maintain lower grade level , earthfilling (17569 cubic metres) 
already done (co~t : Rs.2.11 lakhs) during the period January to 
March 1976 had to be re-excavated and dumped (cost: Rs.l.67 
]akhs) during the period May to June ,..,1976. The infructuous 
expenditure, thus, ·worked out to Rs. 3. 18 lakhs. 

(h) Ash hanrlli11g system 
. (i) The contract for supply and erection of ash handling 

plant for Obra Thermal Power Station-stage II was awarded to "-. 
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a firm of B~m bay (~s . 314: 05. lakhs revised to Rs·. ·315 lakhs) by 
th~ Board in November 1974. The contract provided that the 
pnces were inclusive o( excise duty. Howeve r, the firm was 
pai~ Rs.•0.41 lakh on account of excise duty for supplies during 
April 1978 to March 1979 which was inadmissible. Recovery o[ 
the amount inadmissible had not been made (March 1982). 

. (ii) Th~ contra.ct provided lumpsum price for supply (at 
site) , unloading at site, storage, erection and testing and com
missioning of the equipmen t. However, an additional sum of 
Rs . 2. 21 lakhs was paid to the firm for loading and unloading the 
materials supplied by it diiring June to August 1977. Recover)' 
of-this inadmissible payment (Rs. 2. 21 lakhs) had not been made 
from the firm (March 1982) . 

(i) lnter-conirnunicalion system 

The agreement with the co11suhants for the Obra Thermal 
Power Station stages II and III (November 1973) covered 
(q) furnishing of basic and detailed design and engineering in 

respect of inter-communication system, (b) preparation of ten
der documents, and (c) preparation of draft specifications for 
procurement and erection of electrical equipment. Accordingly. 
the task of furnishing of basic and detailed design and engineer
ing in respect of inter-communication svstem, scrutiny oE tender 
documents etc. relating· thereto [ell ~v ithin the scope of the main 
agreement entered into with the consultants for Rs. 322 lakhs 
(paragraph l 0.03.3 in fr.a). It could not. therefore, be treated as 
an item outside the scope requiring additional payment. How
ever, the Thermal Design Directorate of the Board treated the 
items (a) study of the pub1ic address system 3X l00 MW and 
5 X50 MvV sets and its inter-communication with 5X200 M\\' 
units, .(b) prepara tion ·oE basic drawings / sketches for the system 
and (c) preparation of tender documents and tender recommen
dations for the . inter-communication system. as extra i tems 
(Ja11uary 1976) for which a sum of Rs.0 .62 lakh was paid(June 
to September 1975). 

10. 06. Summing-up 

(i) Cost of civil works of Obra Thermal Power Extension 
Project Stages. JI and III · (5 X200 MW) was estimated at Rs.1431 
Iakhs in Tune 1972 and revised to Rs. 4304 lakhs in October 1976, 
out of w.hich works estimated to cost Rs. 3289 lakhs were under
taken and the actual expenditure was Rs , 4127 lakhs (March 



1981). Increase in actual cost over estimated cost had not been 
approved by the Board. ""f 

(ii) Contracts for major civil works awarded by the Board 
(October 1974-November 1975) scheduled for completion bet
ween February 1975 and November 1977, were actually delayed 
and delay ranged from one to five years. This delayed the corn
missionin~ of the units and increased the cost due to payment of 
wage escalation (Rs. 76. IO lakhs) and cost of material (Rs.60.86 
lakhs) . 

(iii) Part of the works were withdrawn from two contractors 
for early completion and awarded to another contractor at hio-her 
rates involving extra payment of Rs.32.50 lakhs. The ,:'orks 
could not be completed by the second contractor in time. 

(iv) Excess payment was made to a contractor in concrete 
and allied foundation work for (a) excess excavation of earth 
(Rs. 2. 25 lakhs) and filling the same with lean concrete (Rs.1.87 
lakhs) , and (b) excess lead payment (Rs.l . 67 lakhs). A claim 
for inadmissible enhancement of rates involving payment of Rs.30 
lakhs (approximately) to the contractor was under consideration 
of the Board. 

(v) Excess payment was made to a contractor executin~ works 
in cooling water system for (a) adoption of incorrect iniLial levels 
for earth work (Rs . 6.42 lakhs), (h) incorrect recording- of levels 
in the measurement books (Rs. I . 70 lakhs) , ( c) blasting hard 
rock (Rs. 0 . 88 lakh) and (d) excess excavation in earth work 
(Rs. 39. 11 lakhs) and backfilling of the area excavated in excess 
(Rs. 19 . 82 lakhs) . 

(vi) Fabrication of excessive quantity of steel at the works 
of the company executing structural works involved an additional 
payment of Rs. 1 . 69 lakhs on transportation of material. The 
Board suffered a loss of interest (Rs.27 .35 lakhs) on finance 
provided to the company in excess of admissible amoun t and use 
of imported steel (Rs. 12. 43 lakhs) . 

(vii) Excess payment was made to a contractor for (a) la~inµ 
high and low pressure pipes for temporary and hydrotest pipe
lines (Rs.O. 72 lakh) , (h) executing work at higher rates for pipes 
(Rs. 3. 39 lakhs) and (c) mixing and placing mortar at higher 
rates (Rs. 0 .61 bkh) and for random rubble masonry (Rs.1 .84 
lakhs). 

.>-
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(viii) Excess payment was made to a contractor for develop
ment of site and road construction (Rs . 0. 66 lakh) . 

(ix) Excess payment was made to a contractor for levelling 
the site for laying railway track on account of re-excavation of 
excess earthlilling already done (Rs . 3. 78 lakhs) . 

(x) Inadmissible payment of excise duty was made to a con
tractor executing ash, handling work (Rs.0 . 41 lakh) and load
ing and unloading charges (Rs . 2 . 21 lakhs). 

The matter was reported to the Board / Government m 
December 1980 ; replies were awaited (March 1982) . 



11 . 01. Power cut 

SECTION Xl 

LOSS OF REVENUE 

. ~nd~r the Uttar Pradesh Electricity (Regulation oE Supply, 
D1! tnbut10n, Consumption . and Use) (Amendment) Order, 
1919 the State Government imposed a power cut during 1979-80 
and 1980-81 due to power shortage in the State. The order en
visaged a power cut varying from 33. 33 to 66. 66 fJer cent on 
highest demand recorded in any month during the previous 12 
months from August to July or the contracted demand, which
ever was less, in respect o( heavy, medium and continuous pro
cess industries. Any excess over the permissible demand was 
liable to a penalty of Rs.100 / 200 / 300 per KVA for first, second 
and subsequent defaults respectively apart from disconnection. 

A test check in audit (August 1980 to February 1982) dis
closed that 25 consumers (12 divisions) had rendered themselves 
liable to penalties aggregating Rs. 38. 63 lakhs during the period 
from October 1979 to J anuary 1981 which had not been levied ; 
the reasons for non-leYy were also not on record. 

The matter was reported to the Board / Government in June/ 
September 1981 ; replies were awaited (June 1982). 

11 . 02. Under billing 

On testing and installing the transformer (October 1972) at 
the premises of a heavy power consumer of Churk (Mirzapur) 
the multiplying factor was found to be 2. 2. During the period 
from October J 972 to December 197 5 the bills of the consumer 
were raised with the multiplying factor as 2. In January 1976 
retesting was done and the multiplying factor was confirmed as 
2.2. Accordingly from January 1976, the Electricity Distribu
tion Division II, Mirzapur billed the consumer on the basis of 
the revised multiplying factor. The consumer protested agaimt 
this and a joint testing was carried out (March 1976) which also 
confirmed the multiplying factor of 2. 2. 

The bills for the period from October 1972 to December 
1975 also were revised by the Division in August 1976 claiming 
Rs. 176. 44 lakhs (or units underassessed earlier out oE which 
Rs. 155. 46 lakhs were paid by the consumer. Similarly, bills for 
the period from .January to March 1976 raised on the basis of 
2. 2 multiplying factor were short paid by the consumer to the 

134 



e~tent of Rs.I. 71 laI<.p.s without. assigning: any reason though the 
~ills from Apn_l 1976 onwards were pciid .in full under protes~. 
!he amou1?t ot .Rs.22.69 lakhs has not been pai4. ?nd a,t t.h~ 
mstanc~ of .the consumer the matter was referred (January 198 1) 
for arbitration. F~1nher report was awaited (February 1982) . , 

The matter was reported to Board/ Government in June/ 
September 1981 ; replies were awaited ·Qune 1982) . · 

11 . 03. Under / non-assessment 

(a) In order to regularise the ilnauthorised use of energy by 
small and medium power consumers, the. Board gave an option 
(August 1979) to consumers to voluntarily-declare their unautho
rised load in excess of the contracted load.· .' Accordingly 445 con
sumers under the jurisdiction of Divisional Officer, Electricity Dis~ 
'tribution Division lV, Moradabad tendered in December 1979 
and January 1980 their voluntary declaration of unauthorised 
connected load and the Divisional Officer regularised the' unautho
rised load up to 25 HP per connection and sanctioned (January 
1980) the excess load in respect of 377 consumers after verifica
tion of the connected load on the basis of fresh basic load· forms 
(jndicating the com1ected load) obtained from the consumers fol-
lowed by the execution of fresh agreements. Subsequently (June 
to August 1980), the unauthorized load so regularised was can
celled b y the Divisional Officer on the ground that other con
sumers were already waiting for their new loads. However, 137 
consumers who filed law suits and obtained stay orders to retain 
their declared unauthorised load were billed by the Board on the 
basis of enhanced loads. R emaining consumers using unautho
~ised load aggregating 1,010 HP were billed at their original con
tracted load, resulting in short assessment of Rs. 3. 64 lakhs, being 
the minimum charges at Rs . 22. 50 per BHP per month for the 
period from February 1980 t? May 19~ 1. This w~s not re~6ve~
able now, foll°'"'·ing can cellation of their u nauthonsed load . The 
Divisional Otlicer stated (June 1981) that disconnection notices 
·were served for removal of additional load though raids were 
stopped to avert law and order problems. It was further stated 
that the matter was referred to Law Cell of the Board and on 
receipt oE a decision, the consumers would be billed at enh anced 

load . ' 

The matter was r~ported t9 tht; Board / Government in Sep
temJ:>erfNovember 1981 .; replies· were awaited (June 1982) . · 
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, . (b) ln Lucknon· ltlectric Supply Undertaking, the billin~ of 
alt li~ht and f~n consumers and power consumers up to 100 HP '1'-
':"as .. computansed fro_m October 1979. According to computer 
fee~mg programme, m the event of the meter being declared / 
advised defective, the billing was to be made at minimum rate 
ti~l furµter intimation. 

In test cP,eck of rec0,rds (August· 1980), it was noticed that 
out of 13 areas the meters of 880 consumers of eight areas were 
declared defective during the period from November 1977 to 

NJ.arch 1980, though as per meter cards the mete.rs were in work
ing c~mqition and regular monthly readings were being recorded. 
Iµ. t4e ab,s.enc;e. of replacement aclvice of defective meters, the 
cqn~p,?~or coo.cinued to bill (till July 1980) minimum charge& 
only mstead of actual energy charges. This resulted in short 
recovery of Rs . 3. GJ lakhs. Out of these, 69 consumers of one 
at:~il were billed for Rs.0.30 lakh in July 1980 and a sumo[ Rs.0.10 
lctkh w.as yet to be recovered Q une 1982) . The billing of remain
ii;ig~ 811 consumers (Rs.3.31 lakhs) was not done. 

On being.pointed out (August 1980) in audit the unit stated 
(September 1982) that due to prngramming mistake in the com
p.nter .billing of actual consumption could not be dome and that 
the amount of Rs.3. 61 lakhs had since been assessed and realised. 

The matter was reported to the Board/ Government in 
November 1981 ; replies were awaited (June 1982). 

(c) During verification conducted by a team of sub-divisio
na~ officz~rs of the sites of the private tubewells/purnping sets in 
Aiigust .and September 1979, it was found that 47 consumers of 
Electticity Distribution Division I , Varanasi were using the 
ener_gy for industrial purposes also like flour mill, carpet cleaning 
etc. though the load was sanctioned to them for agricultural pur
poses only. Under existing orders of the Board (14th October 
1976) supplies to such consumers sho.uld have been disconnected 
an.GI the consu.rnption billed at higher rate schedule (LMV-6) . 
'l;he division , ho•;.vever, continued to bill the consumers on the 
b'<tsj,s of the lower rate schedule (LMV-5) applicable to agricul
tun:\l consumers only. This resulted in short recovery of 
~.0.51 lakh during August l 979 to December 1980. 

On being pointed out by Audit, it was stated by the Divi
siooal Officei,:. (February 1981) that steps were being taken to 
finali~e .fresh agreements and assessments would be made shortly. 

The matter was reported to the Board/Government in ~ 
October 1981 ; replies were awaited (June 1982)". 
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. \d) ~ extra charge ot seven and half per cent of tht' biU 
IS leviable if the suppl y is given to the cGnsumer at 400 volts. 

In Electricity Distribution Division, Gonda, the extra charge 
of seven and half per cent (Rs . 0 . 53 lakh) was not levied on six 
consumers from July 1979 to October 1980. 

. On being pointed out in audit (November 1980) the divi
s10n stated {February 1982) that Rs.0.29 lakh had since been 
recovered from five consumers. 

The matter was reported to -t-he Boara / Government in Feb
ruary /September 198 1 ; replies were awaited (June 1982). 

(e) From FebruaFy 1979 to November J 980. the Divisional 
Officer. Electricity Distribution Division, Unnao. sanctioned addi
tional load to l 2 industrial )X>'Wer consumers having a connected 
load up to 100 HP. Agreements for the increased load were also 
executed. A test check in audit (January 1981) revealed that 
the additional load was not noted in the consumers' ledger and · 
the billing continued on the basis of the previously sat'lctioned 
load. 

The amount short-billed in these cases amounted to Rs.O. 45 
lakh (minimum char()"es up to January 1981) . 

The Divisional Officer stated (January 1981) that assess
ment would be done after scrutiny of these cases. 

The matter was reported to the Board /Government tn 
November 1981 : replies were awaited fftme 1982). 

11 . 04. Irregular suppl'y 

The Diesel Locomotive Workshop (DLW") . Varanasi is 
being supplied electricity since Sept.ember 1965 from two separate 
11 KV feeders. It has a connected load of 4000 KVA for indus
trial purpose and 705 KVA for residential purposes. In 196!) 
DLW allotted land along-with water and electricity facilities to a 
firm of Calcutta for establishing an industrial gas production fac
tory within its premises. The arrangement for supply of electri
city to the firm was made by DLW without the approval of the 
Board. Later a dispute arose between DLW and the Calcutt.a 
firm regarding supply of gas and as a result. the DLW stopped 
11ppply pf el~qri~hy (Jnlv 1 ~78) tn th~ Q.(l.,Cllltt~ firm , On 23r~ 
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1August 1978 the Calcutta firn1 applied to the Board for supply 
of ·electricity (200 IniV) which was sanctioned in December 

,)978 ai:d released· on 17th February 1979 . 
. In test audit (lune 1980) of Electricity Distribution Divi

sion I , Mand uadih, Varanasi following irregularities were 
n.otiq:d : 

' ' 

(a) DLW, the bulk consumer of the Board, was selling-
electricity to the firm out of its own supply during April 
1965 to .July 1978. Based on consumption during Feb

. ruary 1979 to January 1980 the average consumption of 
power by the firm wo:i;ked out to 61 ,000 units. On this 

; , .. · . basis, due to supply of power to the firm at a concessional 
:.;.. ;. - · rate, the Bpard was put to a loss of Rs . 9 . 51 lakhs as the 

i· · fir)Il's consumption was liable to be billed under the tariff 
''"" ,. · which was higher (by 10 paise per unit) than the rate 
, ... •. · ~barged to DLW. The Divisional Officer stated (July 

1980). that the tinlawful supply could not be detected dur
ing local reading of meters. 

(b) After giving connection in February 1979 the firm 
;- . . . ·· was allowed a development rebate of Rs. 0. 58 lakh up to 

November 1980· (15 per cent up to 31st May 1979 and 
10 per cent thereafter u p to May 1980) b y treating the 

.. "·: · : · · industry as new to which the firm was not entitled as it 
was 13 years old industry at the same venue. On being 
poi:t:ited . ou t by Audit the Divisional Officer sta,ted (Feb
ruary J 98?) .. that the re~ate allowed was withdrawn from 
December 1980 and Rs. 0 . 58 lakh were r ealised in Octo
ber 1981. 

. . . .. (c) '1Vhen th~ ener~y supplied to a lar~e and heavy 
'· ·power consumer for a factory is also utilised for domestic 

- · .:·.:.;: :. " purpo'ses, su( h consumption ·is required to be charged at 
.: ~. . higher rate applicable to n:iixed load. The firm was 
, 1 .1. • . 

,: .. , . 9.av1!1g. contracted load of 200 KW (190 KW for factory 
- .' · and. 10 KW .for residential colony) since 17th February 

: ' · ·:. 1979, but was 11ot billed at the higher rates for mixed 
.·.<· ;·." loads, .al thou~h no separate arrangement for metering the 
, ...... - : . . con~umption in r~sidential_ colony was made. This had 
e ... :, '. , .'.. res.ulted in undercharge of Rs. 2. 64 lakhs during the 
~ .,>; .; .. period .f!o:l'.1 .F el?rnarv 197~ to August 1980 (sep.an.i.te meter 

· · · i.nstalled in September l 980) . 
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(d) According to the agreement with DLW, the supplv 
of energy was made at 1.1 KV. DLW was billed 
from June 1979 to June 1980 under h eavy power 
(HV-2B) and a rebate of five and seven and half per cent 
was all?wed on the amount of demand and energy charges 
respectively. The rebate, so allowed (R s . 1 . 61 lakhs) , 
was not admissible as it was admissible for supply taken 
at AC voltage above 11 KV. On this being pointed out 
in audit (June J 980) a supplementary bill was issued on 
8th July 1980 for R s . 1 . 61 lakhs which was pa id by the 
consu mer on 30th July 1980. 

· · · The matter was reported to the Board / Government in Sep-
tember 198] ; replies were awaited (June 1982) . . 

11. 05. Non-levy of additional charge 

(a) According t.o the tariff applicable to licensees, heavy, 
large and mixed load (above 100 KW) consumers "'lvhose monthly 
bill is not paid by the due date specified therein. are liable to 
pay additional charge of seven paise per. ~s. 100 or part thereo( 
per day of delay on the unpaid amount of the bilL 

During test audit (November 1979 to March 1981) it was 
noticed that in six distr ibution <livisions, the additional charges 
aggregating R s.5 . 19 Iakh s (18 consumers) for delayed payments 
duri.ng different pt>riods from December I 9i5 to February 1981. 
were not claimed except in the case of five consumers in hV'O · 

divisions where bills (Rs.1 . 93 lakhs) were raised but amounts 
were n ot recovered (June 1982). 

Tbe matter was reported to the Board / G overnment in Sep· 
tern.her 1981: replies were awaited (June 1982). 

(b) On takeover (September 1975) of the business of an 
ex-licensee of Mirzapur town in September 1975 a l arge power 
consumer having a connected load of 96 KW was billed (May 
1976) by Electricity Distribution Division I. Mirzapur as per 
Board's tariff. The consumer obtained (4th Tune 1976) a stay 
order from the Hio-h Court a~!.'ainsl" the application of the Board~s ;-., . 
tariff and was consequently billed from Mav 1976 at ex-licensee's 
tariff which was lower than the Board's tariff. Although the case 
filed by the consu mer was dismissed (May 1979) by the High 
Comt. the division continuQd to bill the consumer as per ex. 
licensee's tadff till No,·tnnber 1979 and from December 1979 it: 
~a§ d.Qnc: ?t~ per Boat"c~•s tariff. A b ill for the differen;e. (Rs.O, 66 
lakh) between the amounts chargeable as per Boards tariff and 
tr:~B~n ee's ta:dff fu? th · per\od from May 1976 io 1'fovember 
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1979. rai ed on 29th November 1980 for making payment on or 
before 13th December 19.80. was not paid by the consumer (Feb· 
ruaT)' 1981) .. £:fad the bill been issued in June 1979 (soon after 
the court d.eclSlon) , the defaulting consumer would have also 
rendered himself Uab]e for payment of add itional charge of 
Rs . 0 . 26 lakh on the un,paid amount oE R s. 0. 66 lakh at the rate 
of seven paise per day per 100 rupees or part thereof for 56 1 days 
(from 1st June 19i9 to 12th December 1980. the due date of the 

1present bill beiog 13th December 1980). The Divisional Officer 
stated (February 1981) that the bill could not be issued due to 
rush of work. 

The matter was reported to the Board/ Government in 
December 1981 ; replies were awaited (June 1982). 
11. 06. Non-lev)' of surcharge 

As per ta.riff applicable to consumers of sn~Jl power for 
private tubewells/pumping sets for irrigation purpose and small 
and medium power (c ffectiYe from 1st November 1971) , a con
sumer is liable to pay surcharge of 12 per cent 011 the amount of 
the bill. (excluding arrears. if any) in the event of monthly bills 
not being paid by the due dates specified therein. In case the 
payment is delayed beyon<l six months (reckoned from the first 
day of the month following the due date for pavment) , the con
sumer is also liable to pay a further surchar~c of two per cent of 
the amount of the bill per month of delay or p<lcrt thereof. V/ith 
effect from Jst Tune 1979 surcbarg-e has been modified as two 
fJ t>r cent of the a.mount of t.hc bilJ per month for the entire period 
of delay. 

Jn test audit (DecernLer 1980 and January 1981) . it v;a,s 
noticed that in three Electricity Comme1:cial / DistrihutioJl Divi
ions a snm of R s.5. !1~ lakhs towards surcharge for delayed pay

ments wcts not levied and realised from 187 consumer:; during the 
period from April 1977 to December 1980. 

On being pointed outi by Audit, the Board stated (August 
] 982) that iu respect of Electricitty Distribution Division, Kannauj 
Rs.0 ~ ] 3 lakh had been recovered from three consumers and tha't' 
instaJlation of seven consumers had been disconneoted and notices 
under U. P. Government Electric:-tl Undertakin~ (Dues R ecovery\ 
Act, 1958 had been issued for recovery of R s.0. 34 lakh. 

The matter ''':l~ reported to th\! Boanl flpring Fehruary antl 
March 1981 and to .Government in SepJ:Cmbgr 19R l ! replfeis 
~E the Boarrl In respect of two divi. ions an"ll the Cnvern~~rt tn 
re~p~~i rf thr~.~ divisions wen' aw<l itl"fl 0 l 1{t 19RR). 
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11.07. Non-recovery of instalments 
(a) Private tu.bewells 

1:~e. Board introduced U illy 1972) a scheme for supplying 
electncity for private tubewells and pumping sets on priority 
basis, subject co recovery of Rs . 7d0 (where expenditure to be 
incurred by the Board was up to Rs.4,000) and Rs . 1,050 (where 
exp~diture to be· incurred· by the Board was above Rs. 4,000 
but did not exceed Rs. 6,000) as 'priority charges' (non-refund
able) in 10 annual instaimems, recoverable each year in April. 
The fi.rst instalment was recoverable before energising the tube
wells and pumping set . The divisions concerned were required 
to issue bills by 15th March each year indicating the· number of 
instalments and amount payable by the consumer. 

During tC!lt check (August 1980 to Api-il 1981) it was noticed 
that in 11 Distribution Divisions, only first•instalment was recover
e'd from 2.443 consumers, and subsequent demand for recovery 
of instalments of priority charges (Rs.12.02 lakhs}, which• had' 
faUen due between April 1973 to April 1980 were not raised. 

Executivt Engineer, Electricity Distribution Division, 
Fatehpur informed (October 1982) that out of Rs.l. 38 lakhs, 
Rs.01. 98 lakh had been recovered. Kanpur Division stated 
Oanuary 1983) that bills had been raised but recovery there
against was awaited. 

The matter was reported to the Board during October 1980 
to February 1981 and to Government in September 1981 ; replies 
were awaited (] une 1982) . 

(b) In 197-6-77, the Board introduced a Janata service con
nection scheme for supplying electricity to weaker sections of th~ 
society under which service line charges were payable by the con
sumer in lumpsum of Rs.60, Rs.80 and Rs.100 or in 10· equal 
monthly instalments for one, two and three points respectively. 

During test audit (August/ December 1980 and• January 
1981) it was noticed that in three Electricity Distribution Divi
sions,. the second and subsequent instalments (Rs. l .35 lakhs) 
falling due from l 996-77 onwards were not realised from I,392 
consumers . . 

In Electricity Distributien Division , Unna0 even energy 
char.ges (Rs. 1 . 15 1akhs) were not recovered from 458 consumers 
up to Decembe1: 1980. . 

The matter was reported to the Board durmg December 
1980 to March 1981 and to Gove01ment in September 1981 ; 
replies were awaited U une 1982) . 
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11 . 08. Inadmissible rebate 

(a) As an incentive to new industries, the tariff .applkable 
to large and h~avy power consumers provides for a developmentJ 
re.bate (15 per cent with effect from 1st July 1976 and 10 per ce'nt 
with effect from 1st June 1979) on the amow1t of the bill relating 
to ~emand and energy charges for the initial period of three years. 
This rebate is, however, not admissible to State tubewells / pumped 
can~ls, lift irrigatio? schemes and drinking water supply scheme:s, 
Ra1hvays and departments/ corporations/undertakings of the State, 
the Central Government and local bodies. Cold storage untts 
also are not tr<7ated as industry for this purpose. 

During test audit (August 1980 to February 1981) it ·was 
noticed that in seven Electricity distribution / Commercial divi
sions 25 consumers were allowed inadmissible rebate aggregating 
Rs . 6 . 64 lakhs for the period from July 1976 to December 1980. 
Six of these seven divisions had stated (in reply to audit observa
tions) that development rebate wrongly allo'ived by them would 
be recovered. 

The ma tter was reported to the Board during October 1980 
to May 1981 and to Government in September 1981 ; repliPs were 
awaited (June 1982) . 

(b) Under the tariff applicable to large and heavy power 
~ons;umers using power for a new industry, concession in levy of 
demand charges on actual basis for one year and development re
bate for three years from the date oE commencement of supply 

are admissible. Four large power consumers using power for 
cold storage (not classified as industry) were, however, allowed 
these concession (during October 1979 to March 1981) by Elec
tricit;y Distribution Division IL Rae Bareli (three consumers) and 
Electricity Distribution Division, Rampur (one consumer) resul
ting in an undercharge of Rs.O . 53 lakh (demand charges: 
Rs.O. 06 lakh , development rebate : Rs.O. 47 lakh). 

The matter was reported to the Board/ Government in 
July/ October 1981; replies ·were awaited (June 1982). 

(c) A consumer of Hast inapur (Meerut) having a con
tracted load of 1500 KV A since March 1967 was taking power 
from an independent feeder fro:m Hastinapur sub-station. While 
raising the bill. Electri~iry Distr;ibutio~ Division II, Meerut 
allowed to the consumer a rebate of 25 per cent of demand 
charges which was admissible on~y to a con~umer ta~ng energy 
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_..., on rural feeder. The inadmissible rebate allowed to the consu· 
mer during the period from J anuary to May 1980 amounted to 
R_s.0.27 lakh. The Divisional Officer stated (January 1981) that 
bill for inadmissible rebate allowed to the consumer would be 
issued after obtaining concurrence from the Superintcn<ling 
Engineer which was awaited (March 1982) . 

The matter was reported to the Board/Government in Sep
tember 1981 ; replies were awaited (June 1982). 

1l.09. Non-recovery of revenue arrears 

In July 1976, the accounts of certain consumers were trans
ferred from Electricity Distribution Division, Lucknow to a newly 
created division at Unnao. At the time of transfer dues amount
ing to Rs .3. 08 lakhs for 1973-74 to 1975-76 were outstanding 
against the consumers including those whose supplies had already 
been disconnected. Detailed list and consumers' ledger were not 
transferred (June 1982) by Lucknow Division to Unnao 
Division and the latter division could not take action (February 
198 1) to recover the outstanding dues, although four years had 
elapsed. 

The matter was reported to the Board / Government in Sep
tember 1981 ; replies were awaited (June 1982). 

11.10. Non-billing 

· -..( There were 63 1 J anata Service connections in the defunct 
Electricity Commercial Division I, Moradabad (defunct sinct: 
February 1979) . But only 277 consumers were being billed by 
the two successor divisions lElectricity Distribution Division 1, 
Moradabad : 196 consumers and Electricity Distribution Divi
sion, Amroha (Moradabad) : 81 consumers]. Accord ingly, 354 
consumers were not being billed since March 1979. On the 
basis of minimum charge of Rs.5 per month per consumer, the 
unbilled amount aggregated Rs.O . 42 lakh (March 1979 to Feb
ruary 1981). Electricity Distribution Division I , Moradabad 
stated (April 1981) that the matter was being investigated. It 
was further st::ited (.January ] 982) that as a result of physical 
verification , 42 more consumers had been added to the biling 
list. 

i 

The matter was reported to the Board/ Governmenu m 
Sr"ll)temher 1981 ; replies were awaited (June 1982). 
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11.11. Delay in·accountal of revenue 

A?"~inst recovery certificates issued prior to May 1976 by 
Electnc1ty Distribution Division I, Jaunpur, Rs.5. 26 lakhs were 
realised by the R evenue authorities and were stated to have been 
deposited in the Treasury up to May 19i6 under Electricity 
Duty. Neither consumer-wise details and particulars o[ recovery 
certificates against which these realisations were made by the 
Revenue authorities were available in the division nor could the 
payment be obtaiued by the Board from the treasury (!\larch 
1982). 

The matter was reported to the Board / Government in 
September 1981; replies were awaited (June 1982) . 

11. 12. Omissiovi to credit revenue realisations 

A temporary clerk of Eiectricity Distribution Divisiori, 
Sultanpur entrusted with the collection of revenue from consum-
ers, did not deposit Rs.O . 19 lakh out of realisations made by him 
during July 1980 to March 198 1. The clerk concerned excluded 
the entry of certain receipts in the realisatio11 ~heels and deposited 
money as p er realisation sheets. T his was fac ilitated due to non
comparison of realisation as per receipt book and improper 
accounting of used receipt books. T he clerk absconded (April 
1981) without handing over the account o f receipt books. 
Report was lodged with Police on 19th April 1981. The Divi
sional Office r stated (April 190 1) that en tire case was nntlcr ~ · 
departmental investigation . 

The matter was reported to the Board/ Government in 
J uly (September 1981 : replies were awaited (June 1982). 
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SECTION XII 

.. O T HER 'I OPICS OF INTEREST 

-\ 12 . 0 I . Theft/pilferaue of material 

(a) Cons i~nments of coal For Steam Power House. Balram
pur (situated on metre ~aup;e ra ilway lines) are despatched from 
the coal fields ti1rou i:d1 broad gauge railway wagons. contents o l 
'••hicl i arc transhipped into me tre gauge wag-ons at Barabanki. 
During the thrcf! years up to 1979-80 out of 45.746 tonnes of 
coal received bv the Power H ouse, 9.967 tonnes of co~ l was 
received short .(value : R .16. 39 lakhs) d ue to pilferage .en
route and /or in lranshi pment of coal from broad gauge •·o metre 
gauge wagons. 

No claims were preferred for the losses (9 .000 tonnes approxi
matclv) up to December I 979. The claims lodged (February 
to July 1980) with the R ailways for shortages from J an uary 1980 
offwards were re jected (September/ October 1980) on the ground 
that the con signee had taken delivery of the consignments under 
clear receipts. 

Board stated (November 19R2) · th at the coal was despa tched 
hy Raihrnys in open wagons at 'owner's risk ' an d was 11ot cuvered 

under tra nsit insurance as per Railwav rules. R ailways do not 
en tertain claims for shorta~es of coal in transit ancl wl1ere claims 
were preferred, they were r ejected. N ecessa ry action to get the 
loss w~itten off , iras ·under p~ocess. 1 

The matter was reported to Govern men t in September 
1981 : reply was awaited (.Tune 1982). 

( l> ) v\Tith a Yiew to irnprovin -:,· voltage and avoid overload
ing of 33 KV Hnlanclshah r - Khur ia transmi.ssion l ine emanating 
fro m 132 KV Ilhom ~uh-station . the existing line wa'l tapped 
(1976) from a newl v con structed 220 KV Dharpa sub-station at 
a poi nt 1::.evc nrl 1 "l k•:1s fm m Ehoor rnb -station rendl"ring the line 
(13 krns) From Dhoor rnb-station idle. Pendin~ dic;mantling- of 
the line. icl le portion or the line also was kept· energiserl. The 
E lec triri t v Dist r ibution Division TI. Bulandshahr, ·however . took 
over four ,ye?rs to rlisrnan tl e die idle portion of the line (dismantl
ing commenced in Tanuar v 1081 an d completed in O ctob er 1981) 
and till then r epeated theFts / pilfrrages (value : R s. I. 55 lakhs 
inch•rlir g· cost of 19.34.::; metres of ACSR condu ctor and other 
l ine materia~;,~ on ten different occasions (between October 1980 

11 !) 



146 

and J anuary 1981) had occurred. T he Divisional Officer stated 
(June 1981) that the area in which the line was laid. was sus

ceptible to conductor thefts for which none could be held 
responsible. 

The matter was reported to the Board / Government in 
October 1981; replies were a"·;i ited (June 1982) . 

(c) One 12 .5 MVA transformer meant for installation at 
132 KV sub-station. Rina (Mirzapur) w;:is kept ( Anril 1078) at 
site pending its installation. On 11 th/12th Tu ly 197R the drain 
valve of the oil tank was found to have been remoYed as a result 
of which entire qrnmtity of 17.000 litres of transformer oil (value: 
R s. 1 . 36 Iak hs) h ad d ra ined out thou~h ro11nd the clock arrange
ments for watch and ward were made. The Divisional Officer . 

· E lectricitv Transmission DiYision, 1\firzapnr in his report sub
mitted (October 1978) to Stlf)er intending EnRinecr opined that 
an ordin:i.ry outsider cm1ld not h ave remcwcd tl' e drain 
valYe easilv m d tha t col?uc.;i0n of dep::i.r tment:il emplo,'ces could 
not be ruled out. Report w::is lod2,·ed with "Police on 12th Juiy 
1978; results of investigation ~vere await-e<l (March 1qR2). 

The Foard stated (foly 1982) that in ilcpar tmental enquirv 
no depar tmental person ~vas found respons;ble and th at the PoEce 
had closed the c"se ;i<; no cl1_1e ·was founcl hv thf'n~. Tt wcis fur
th er stated th:-i i n~tructinm had been issned to fn.: rf'c;pomibifav 
for supervi ~nr" fapsc~ . i F ;m y. and to tflke prer auti<:)Jlary meac;ures 
to avoid rrcurrence of such cases in futnre . 

The matter was renorte<l to Governm<>nt in Scpt~rnbrr 19 R ~: 
reply was awaited (Tune 1982). 

(d) In Tlllv 1979 a Tunio r F.rn:rin cP.r of F.lectricitv Distribu
Division n . Bac;ti. g-ot tra~1c;port·ed fi ve drnmc; (20.~fl() tn Ptrcs) . of 
ACSR 'R tl hbit' crmd uctors . (val ue : Rs 0 . 58 lakhl to Uska 
(Basti) for comtnicticrn work on seven lrm loner 11 KV rna in line 

from Bardaha to Bah?.ra. The material ·was left at site without any 
arrang-emcn t for wa tch (!nd ward . On 5th Av~w;;t El RO on b eing 
informed by the Gmm Prarlhnn of the ;ir ea, the concerned Junior 
En~ineer 1odg-:-d a repor•, w1th the Police about the th eft of th e 
ma teria 1. -·u·<r ~ 

I t was StClted by tile Division~l O fficer (Fehni :i.rv ]Clfl n that 
the matter w:<s h einq- investigated de partrnent;:ilh· ::i<; ·well cis hy 
Police. No responsibility for the loss has been fi :ed (Tune 10R2). 

The matter ·was reoorted to the Board/Government in 
February / September 1981; replies were a·wa ited (June 1982). 

_).-



12. 02. .Misappropriation of stores 

(a) An Assistant Store Keeper (Who had not deposited any 
~·cc urity) of Electricity Distribution Division II . Bast i, received 
:1·1. -1 1·onnes of copper scrap from another sub-division during 
Tan uary to O ctober 1975. /:i. sale orde r fo r 29 . 5 tonnes of scrap was 
iss ued (Ju ly 1979) in favour of a fir m of Lucknow and the 
\ss1s1an t Store Keeper "·as c1'rccted to deli ver the scr? p to the firm. 

On 21st Au irnst 1970 th~ ,\ssistan t ~tore Keeper ;:ihsconded 
frf)PJ dutv. On o;n snectirnr fo u] p~;:i . the Jocko; nF the stores were 
hrrken f27th Arn~w:t Jq79) in the presence of the members o f 
::i Committee aiicl 10 . 11 tonnes of conner scrap (value : R. s.5 . 10 
J;i l·.hsl ·wa~ fonncl 0 h0:·t . P. enori- "\\·::is lochred moth 'August 1979)' 
w ith t·he Police :-- nd the A ~sist;rnt St0re Kee per was rnspend ed 
(Crp!ember 1979) in ;:ih sentia. 

T h e misannmnri;:i.tion remained unnoticed cfoe to non
' ·rrifi cation o f -:tores oh vsicalh since 197.S. though required to be 
drin~ ;:innnall v as per orders of the Board. 

The matter was reporten to the Roci rcl /Government in 
April/Sentember 19R 1: renJ;co; m're ?1n1i ted {Tune 1982)'. 

( h) As ;i r esult of ph vsic:ll , ·crif;ca t ion of stores conducted in 
Seotem'IJer 1977 a sho rtage of 9.1)8 enP.rcy meterc; was noticed. 
Tlw ~A.s"istant Stor e KC'e1 •er o[ Electricity T est Division. Allah
:> ~ )ad ·who was r elieved in np;ust 1975 without h andinSI over
ch;:ir g-e of stores was I1e1<l resnonsible for the shor tage and d ie 
amoun t recover ab le (Rs. l . B fakh c;)' was hooked as 'Miscella
n eous 'Advan ce' against him. On furth er r econcilia tion ffeoru
ary l 9RO) . bv th e :Assistan t Store Keeoer -in -chaqre. the actual 
sh orta!!e worked out to be of 47n meters (value: R s.0.64 lakh)'. 

The division rtecid l"cl (fo 1Y 1980) to m ::ike g-ood the shortage 
b y rr.covery (commenced with effec t from Tnl v 1980)" of a monthly 
inst;i lmen t of Rs.100 from the Assistant Store Keeper i t would 
tak e mor e th an 53 vears to r ecover the entire amount. 

The Divisional O fficer stated (Tulv 1981) that the 'Assistan t 
Store Keeper was relie-,1ed w·ithout h anding over charge as h e 
was likely to tamper with the r ecords an d that delay in ph ysical 
ver ification occur1·ed due to paucitv of staff. 

The matter was reported to the Board in Septemb er 1980 
and to Government in N ovember 1981; r eplies were awaited 
(June 1982) . 

---}f-.. ~ 

(c) Under in structions of the Snh-d ivisional O fficer III , 
Electrici ty D istribution Division I , Bulandshahr a _Jt~nior Ei:gi 
n eer r eceived distribution tran sformer~ and earthwtre va1rnng-
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Rs.0 .42 lakh from the defunct H ydel Division, Bareilly on 17th 
June 1959. These materials were neither recorded in the measure
~ent b?ok nor accounted for in stock accounts (April 1981) ·. 
An advice of transfer debit (ATD) raised (September 1962) by 
the division which supplied the materials was accepted b y the 
transferee division (April 1965) by treating the value of material 
as 'miscellaneous ad vance' ai;;ainst the two defaul tin~ officiaJs 
(Tunior Eng ineer and Ass;stan t Store Keeper) both ~ince retired . 

Neither the recovery had heen made. nor was the matter invest i
gated and reported to 1·h e higher au thorities. 

On this being- pointed out in audit (/\pr il J 9Rl) ·. it wa~ 
sta ted by the Divisional O fficer that the matter would be reported 
to the Chief Engineer (H ydel) . 

T he matter was reported to the Board/Government m 
October 1981: replies were awa ited (June 1982) ·. 

12 . 03 . Excess payment 

T he Electri<-itv T ransmission Design Circl e. Lucknow placed 
(November 1978) an order on a firm of Madras For ~uoply of 
2,000 l(ms of ACSR ' foos<"' conductor at a rate of R s.32.291 per 
km. f o r <les tinat·ion (including R s.400 per km for frc-: i12h t and 
insurance charges) . The price (hase<l on prices ruling in 
Jnlv 1978) was subject to variation ha~e<l on the pnce 
of aluminium ing-ots. One hundred kms of condnctor was 
allotted (lanuary 1979) to Electricity Transmission DiYision I. 
Allaha1bad. -.-

The alumininm prices decreased with effect from 18tn >- · 
October 1978. The Circle . th erefore . revised the rate to 
Rs.31.026 .26 ner krn effecl'ive from 1st December 1978. which 
was communi~ated (February 1070) to the Madras firm and also 
to the division. 

The fi.rm supplied (January/Februarv 107<)) 09 .444 km 
conductor to the. rl"vision and char[{ed the oriQ'iPa] rate of 
Rs. 32,291 per bn which was p1id (Februarv/\1'2rch 1979) by the 
division , resnlting in an excess payment of Rs. 1. 26 lakhs. 

T he Divisional Officer c;t ated (Tanuarv 19fn) that JOO per 
cent payment was to b e made against raih~ay receipt as st:ch no 
deduction was possib le. Tnformation about OY~rpayment m r:s
pect of balance quantity ( l 900 kms) to be supplied to other units 
was awaited (Ju ne 1982). 
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The matter was reported to the Board/ Government in Sep
tember l 9d 1 ; replies we1·e awaited (June 1982) . 

12. 04. R ejected claims 

T h e Agra Electric Supply Undertaking lodged 13 claims 
(value: Rs. 3.0 J lakhs) wiLh the Ra ilways for non-receipt of 

coal wagons d uring August 1974 to September 1980 which were 
rejected by the Railways on the ground that they were time
barred. T he Superintending Engineer sta ted (December 1980) 
that the matter wa~ being pursued wi th the R ailways to settle 
these claims. 

The matter was reported to the Board / Government in Feb
ruar y / September 198 l ; replies were awaited (June 1982) . 

12 . G5. Claims nol jJreferred 

(a) In terms of the orders (September 1978) of the Govern
ment of Ind ia, suppliers o[ cement are liable to pay interest at 
the rate of 14 per cen l per annum on the amount of advances 
received from the indentors in case of failu re to make supplies 
within 15 days o l' the receipt of advance. 

In test audit (August 1980) it was noticed that Electricity 
Civil Division I, Parichha (Jhansi) did not! recover interest charges 
amounting to Rs. 0 . 52 lakh (in 13 cases) from suppliers of 
cement in respect of advances (Rs . 59 . 94 lakhs) made to them 
during the period August 1979 to June 1980 against which sup
plies were not received within 15 d ays and the delay ranged from 
35 to 81 days. 

T he matter was reported to the Board/ Government in Sep
tember 1981 ; replies were awaited (June 1982). 

(b) Electricity Transmission Division, Nainital purchased 
253. 30 tonnes of cement from a firm at Satna. W hile settling 
the account, the follo·wing amounts aggregating Rs . 0. 30 lakh 
were not claimed from the lirm : 

(i) interest at 14 per cent on the amount of advance 
which remained with the firm for more than 15 days and 
against which cement was not supplied/ supplied late 
(Rs . 1,330) ; 

(ii) sales tax paid it~ excess Rs . 5,853 ; and 
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(iii) raihvay freighL adjustable on supplies li fted by 
truck (due to non-ava ilabili ty of wagons) by the divisio n, 
the price of cement being f o r destination (R s.22,579) . 

The Divisional OHicer stated (May 1981) that the firm 
would be asked to refund Lhc amount as poin Led out by Audit. 

The m <1 tter was repo:ted to the Board / Government in Sep
Lember 198 l , replies ,\·ere aw<1ited (] une 1982) . 

12 . 06. Re-rolling of sleel 

The Thermal D esign Directorate, Lucknow placed an ortler 
(October 1979) on a firm o[ Kanpur for re-rolling of J ,000 ton!lc~ 
mild steel from tested b illets to be supplied b y the Board agJ iml 
bank guarantee of Rs. 5 lak hs. The re-rolling charges were pa)· 
able at Rs. 235 and Rs .445 per tonne . T he su pply o f re-roll...:d 
materials was to start after 15 days of issue o( billets at the ra L~ o!· 
20 tonnes per cla) subject to availabili ty of power a nd wastage 
·was to be allowed at 10 per cent . The firm furn ished (OctoL~1 
1979) the ban k guarantee l'or Rs. 4.95 lakhs (valid up to llt! i 
O ctober 1980) and 390 . 1·10 tonnes billets were su pplied to it 
during October to December 1979. The firm supplied 182.7 15 
tonnes re-rolled mild steel rounds during Decem ber 1979 to Feb
ruary 1980 . After giving allowance for 10 per cent wastage. 
187 . 153 tonnes of billets (value : Rs. 6 . 55 lakhs) were still with 
the firm. In May 1980 when a represcntati've of the Board 
visited the firm's factory, balance quantity of billets was not 
physically available in the factory. · 

Parichha Thermal Power Project:; Parichha (Jhansi) inti
mated (February 1982) that the bank guarantee was invoked 
and payment of Rs.4.95 lakhs was received. in May 1981. 

The matter was reported to the Board/GoYernment in Sep
tember 1981 ; replies were awaited (June 1982). 

12 . 07. Avoidable exp enditure 

'A consignment of tower parts supplied by a firm o( Calcutta 
to the E lectricity Transmission Construction Di\'ision, Aligarh, 
arrived at Aligarh on 11th September 1980. On 17th Septem
ber 1980 the bank requested the Division to retire the documents 
on payment of Rs. I . 40 lakhs. The documents were, however, 
retired by the Division after three months (15th December 1980) 
and deli very of ma terial was taken on 19th December 1980 by 

~ -
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~ making payment of Rs . 0 . 20 lakh by way of wharfage. The 
delayed retirement of documents was attributed by the division 
(February 1981) to non-availability of funds for the purpose, 
though a minimum balance of Rs. 1 . 60 lakhs was held by the 
division, during 10th September to 16th October 1980. 

7 

It may be mentioned that on 16th August 1980 the division 
retired another document by paying Rs . 0. 69 lakh without ascer
taining the actual arrival of_ wagon whic~ anived only on 10th 
April 1981. .. 

The matter was reported to the Board/Government in Sep
tember 1981 ; replies were awaited (June 1982) . 

j. 



SECTION XIII 

UTTAR PRADESH STATE ROAD TRANSPORT 

CORPORATION 

13. 01. In troduction 

The Uttar Pradesh State Road Transport Corporation was 
established on 1st June 1972 under the Road Transport Corpor~-
tions Acr, 1950. _, ••••. 

J 3. 02. The particulars regarding capital, financial posi
tioll and working results of the Corporation for the three years 
up to 1977-78 have been mention~d in section XII of the Report 
of the Comptroller and Auditor General for the year 1979-80 
(Commercial) . Thereafter the accounts of the Corporation were 
not finalised and made available to audit. 

13.03. Gitarantees 

The table below indicates the details of guarantees given lJy 
Government for the repayment of loans raised by the Corpora
tion and payment of interest thereon : 

Particulars Year in Amount* Amount outstanding as on 31st 
which guaranteed March 1981 

guaranteed - --- - --
Principal Interest Total** 

(Rupees in lakbs) 

Banks 1972-73 
1973-74 and I 1325.00 490.00 490.00 -
1975-76 

IDBI 1975-76 to 1300.00 46.35 43.02 94.37 
(bill d.is- 1977-78 
countllli 
scheme) 

Total 2625.00 536.35 48.02 584.37 

•Piaure as per Finance Accounts is Rs. 2325 Jakbs; diff~rence is u nder reconciilation . 
.. FiJUl'C as per Finance Accounts is Rs . 99.27 lakhs; diff•renc• is uadn reconclliatieo. 
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13 . 04 .. 0 perati01 i,al performance 

T he table beiow indicates the operational performance o ( 
the Corpora tion for the three years up to 1980-8 1 

Route kilometres 

Number of operating depots 

Average number of vehicles held** 

Average number of vehicles on road 

Percentage utilisation 

Ki lometres covered (in lakb s) 

-Gross 

-Effective 

-Dead (including departmental) 

Percentage of dead kms to gross kms 

Average kms per vehicle per day 

Passenger kms scheduled (in lakhs) 

Passenger kms operated (in lakhs) 

Occu pancy ratio 

Average number of breakdowns per 
lakh kms 

Average number of accidents per 
lakb kms 

Average revenue per effective Ian 

(paise) 

Average expenditu re per effective km 

(paise) 

Profi t (+ )/ Loss (- ) per km (paise) 

*Figures for J ~8P-8 1 are provisional. 
**Vehicles include buses, tax is «nd trucks. 

1978-79 ~ 

217806 

72 

5524 

4269 

77 

3541.29 

3445.30 

95 .99 

12.9 

229 

3772.16 

3378.67 

89.6 

0 .086 

0.28 

204 

20 1 

(+ )3 

1979-80 

263178 

75 

5713 

4484 

78 

4063.21 

3972.00 

91.21 

i 2.7 

217 

4209.45 

3653.59 

86.8 

0.101 

0.28 

209 

206 

(+ )3 

1980-81 * 
287748 

75 

5769 

4526 

78 

4327.11 

4227.85 

99.26 

3.0 

2 19 

4559.35 

3731.14 

81.8 

0.1 12 

0.18 

2 18 

24 1 

(- )23 



13. 05. Meerut Regi~m 

13 . 05. 0 I. Introduction 

The Uttar Pradesh State Road T ransport Corporation has 
18 regions with 97 depots as on 31st March 1981. 

T he Meer ut Region of the Corporation has 5 depots at 
Roorkee, Mu zafFarnagar, Meeru t, Sohrabgate (Meerut) and 
Garh. T he following paragraphs contain a review on the work
ing of l\tieerut Region. 

13. 05 . 02. Orf!anisational sel-ufJ 

The dav-lo-day managemen t of the operations in the Region 
is vested with the Regional Manager, who is assisted by 3 Assis
ta nt R egional Managers, a Depot Manager . a Service Manager 
and a Regional Accounts O fficer at Regional headquarters . Depot 
is managed by the Depot Manager / Assistant Regional Manager. 

T he Reg:ion has a workshop at Meeru t Eor u ndertaking 
maior re pairs and maintenance of buses which had run one lakh 
kilometres, receivin!! new/renovated buses from the Corporation's 
Cen tral \A/orkshop, Kanpur and main taining re12;ional stores. In 
addition , there are workshops at each depot for undertakin~ 
minor/petty repairs and day-to-day maintenance. There is a 
Stores Purchase t'.:ommit tee and a Vehicle Condemnation Com
mittee at regional level. 

13 . 05 . 03. Working results 

Annual accounts of the Corporat ion are in arrears since 
1978-79. The working resul ts of the Ree:ion for the three years 
up to 1980-8 1 based on provisional annual accounts are indicated 
below : 

1978-79 
Private Corpora-

vebicl es tion's 
vehicles 

Operating 

Revenue I" 39. 15 460.75 

rExpenditure 21.73 427.62 

1979-80 
Private Corpora
vehicles tion's 

vehicles 

11 5.72 

78.77 

457.54 

437.73 

1980-81 
Private Corpora-
vebicles tion's 

vehicles 

(Rupees in· lakbs) 

226.87 498.73 

162.50 520.16 

Deficit(-)/ (-f-)17.42 <+r n .11 (+)36.95 (+) 19.81 (+ )64.37 (- )21.43 T 
Excess(+) 
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1,78-79 1'79-80 1'16-gl 
Priva te Corpora- Private Corpora- Private CorPora-
vehicles ti on's vehicles 1ion's vehicles t ion's 

vehicles veh:cres vehicles 

(Rupees in fakhs) 

Non-operating 

Revenue 19.86 23.79 19.87 

Expenditure 28 .38 26.31 33.72 

Deficit(-)/ 
Excess (+) 

(-)8.52 (-)2.52 . . . (-)13.i5 

Total 

Revenue 39. 15 480.6 1 J 15.72 481.33 226.87 518.60 

Ex penditure 2 1.73 456.00 78.77 464.04 162.50 553.88 

J).::fbt(- )/ (+)17.42 
Exce,~(+) 

( +)24.61 (+)36.95 (+)17.29 (+)64.37 (- )35.2g 

Total revenue 19.03 229.74 54.32 227.92 105.7 1 228.13 
kms (in lakhs) 

Operating re· 206 200 213 201 215 21g 
venue per 
revenue km (in 
pa ise) 

Operating ex- I 14 186 145 192 154 227 
penditure per 
revenue km 
(in paise) 

Operating loss 
(- ; /gain(+ ) 

(+)92 ( 1-) 14 (+ )68 (+ )9 (+)61 (-)9 

per revenue 
km (in paise) 

T he number of pr ivate vehicles operated increased from 32 
in 1978-79 to 71 in .l 979-80 and to 95 in 1980-81 but the revenue 
kms operated by private vehicles increased from 19 . 63 lakhs in 
1978-79 to 105. 71 lakhs in 1980-81 (increase of 455 . 5 per cent) . 
During the same period the Corporation operated 26 ~· buse& in 
1978-79 and 1979-80 and 282 buses in 1980~1. 
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It was aho observed that the revenue earned from the opera
tion of private Yehicles was increasing from year to year, whereas 
the revenue earned from the operation oE the buses of the Cor
poration remained more or less constant. 

The fall in profit from Rs.24.61 lakhs in 1978-79 to Rs.17.29 
lakhs in 1979-80 and the loss of Rs . 35. 28 lakhs in 1980-81 in the 
case of the Corporation's buses was attributed Qun e 198 1) by 
the Management to-

- frequent rise in the cost oE diesel ; 
-increase in the main tenance cost of bu ses during 1979-80 

and 1980-8 1 ; and 
- increase in expendi ture on salaries and allowances oE the 

staff during 1979-80 and 1980-81. 

It is to be noted that during 1980-81, operation oE private 
buses yielded a profit of Rs. 64. 37 lakhs. 

UL 05. 04. Fi11ancial results 
- ...:: 

Following are the depot-wise financia l results oE operation 
(both private and Corporation buses) of the Region for the three 



_, 
1 

:years up to 1980-81 

1978-79 1979-80 1980-81 

Depotst Revenue Income Ex pen- Profit(+)/ Revenue Income Ex pen- Profit(+)/ Hcveoue Income Expcn- Profit(+)/ 
kms diture Loss(-) kms diture · Loss(-) l:ms diture Loss{-) 

(in lakbs) (Rupees in lakbs) (in Jakhs) (Rupees in lakhs) (in Jakhs) (Rupees in lakbs) 

Meerut 90.53 197.46 173.64 C+)23.82 97.67 211 .65 186.53 (+ )25.1 2 108.35 251.68 233.41 (+ )18.27 

(2.18) (1.92) (2.17) ( 1.91) (2.32) (2.15) 

Muzaffar- 80.64 163.80 150.73 (+)13.07 91.04 192.91 169.26 (+)23.65 108.53 239.96 226.02 (+ )13.94 
nagar 

(2.03) (1.87) (2.12) (l.86) (2.21) (2.08) 

Roorkcc 17.'40 39.29 34.91 (4-)-4.38 19.64 42.72 39.58 (+)3.14 24.88 56.62 53.73 (+)2.89 
""" 

(2.26) (2.01) (2.18) (2.02) (2.28) (2.16) ~ 

Sohrabgate 22.52 45.52 46.09 (-)0.57 39.81 81.65 78.68 (+)2.97 53.60 114.31 114.41 (-)0.10 

(2.02) (2.05) (2.05) (1.98) (2.13) (2.13) ~ 

Gara 30.80 58.45 59.58 (-)1.13 34.08 68.12 68.76 (-)0.64 39.08 I s2.90 88.81 (-)5.91 

(1.90) (1.93) (2.00) (2.02) (2.12) (2.27) 

i-11.89 504.52 i. 464.95 (+)39.57 [ 282.24 ~ 597.05 542.81 (+)54.24 334.44 74S.47 • 716.38 (+)29.09 

lf on:-Figures in brackets denote income/expenditure in rupees per km. 

"iucludes Hapur Jepol transforred to Gbaziabad reeion with effect from July 1973. 
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The recurring losses in Garh depot were stated (June 1981)" 
by the Management to be due to unauthorised operation of 
smaller vehicles by private operators. 

B.05 .05. Fleet pC>sition 

(i) The position of vehicles (excluding trucks) held by the 
Reiion during the three years up lo 1980-81 'ivas as under : 

0 n r oad Spare Off-1·0.t . l Tot; ,! Percentag.: o f < ff- road 
anJ spare buses tl) 

total nu mber of buses 

As on 31s t 
March 

1979 253 11 74 33S 25. I 

1~80 234 30 57 321 27 .1 

1981 266 16 55 337 2 J. 1 

(ii) T he age-wise analysis of buses and in ternis of kilo
metres run (normal life being 4. 8 lakh kilometres) is indicated 
below : 

As on 31st March 
1979 1980 1981 

(Number of buses) 

In terms of years of operation 

Over 10 years 15 2 17 

5 to 10 years 119 123 161 

Lell8 than 5 years 204 196 159 
--- ---

338 321 337 

Ia terms of kilometres run 

Over 4.8 lakh kms 16 30 64 

3 to 4.8 lakh kms 136 184 185 

2 t• 3 lakh kms 106 51 43 

.. Jew 2. laklt laas 80 56 45 
-- - -

338 321 337 
----

k 

_._ 
~ 

'i 
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13 . 05. 06. Operation 

(a) Rural services 

159 

Depot-wise operational results of Corporation's buses deploy
ed on rural services in 1980-81 are given below : 

Particulars Meerut Mu zaffar- Roorkee Sohrab- Garb 

Scheduled Kms 
(in Iakhs) 

Operated kms 
(in lakhs) 

R evenue kms 
(in Iakhs) 

Dead and departmental 
kms (i n Jak hs) 

Scheduled trips ( in 
lakhs) 

Trips operated 
(in lakbs) 

78.30 

73.21 

72 .26 

0.9 5 

1.05 

; 0.98 

L oad factor (percen- 83.7 
tage) 

Regularity in service (per- 93.3 
centage of trips ope-
rated to scheduled 
trips) 

Percentage 'of dead and 1.3 
departmental km to km 
operated 

nagar gate 

76.65 

62.96 

~ 62.73 

r. 0.23 

r o.n 

0.69 

78.9 

75.0 

0.4 

24.45 

20.06 

19.99 

~ 0.07 

f 0.25 

~ 0.20 

. 84.0 

80.0 

0.3 

41.11 37.36 

39.46 , 35.66 

38.32 j 35. 43 

p 1.17 

~ 0.85 

0.23 

0.50 

~ 0.75 ~. 0.45 

~ 74.5 n5.9 

\ 88.2 ffi 90.0 

3.0 0.6 

The high percentage of dead and departmental kilometres 
to kilometres operated in the case of Sohrabgate and Meerut depots 
was attr ibuted (June 1981) by the Management to-

- worn-out con<lition oE most of the vehicles which had out-
i, lived their uselul life (Meerut depot) ; 

- engagement of one vehicle exclusively for the offices .of µ1e ... 
Regional Manager and Statiion . Superintendents, ' 
Meerut depot for carrying cash to and from the b arrk. 
(Meerut depot) ; and , · 
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- parking of all the buses of Shorabgate depot at the def>Ot · 
workshop 4 krns away from the depot. ,! 

·(bf City bus service 

The table below indica tes the position of private mini-buses· 
·(MB) allowed to ply on city b us service (CBS) routes within 
Municipal / Cantonment limits of Meerut city on payment of 
administrative, operational and control charges vis-a-vis Corpora
tion buses (CB) deployed on these routes during the three years 
up to 1980-81 _ ·/ 

Year 

1978-79 

1979-80 

1980-81 

Numberiof buses operated' 
Mini-buses Corporattohi bus<"~ · 

JP 
41 4 

36 

26 

4 

4 

The two CBS routes, viz. Medical College to City Railway 
' Station and Medical College to Cantonment Railway Station ope

rated exclusively by the mini-buses were stated to have vast traffic 
potential in tomparison to the other two routes viz. Medical Col
lege to City Station and City Station to Cantonment Station ope
rated exclusively by the Cor poration buses. No steps were, how
ever, taken by the Region to increase the Corporat.ion buses on 
remunerative routes. It was stated (June 1981) by the Manage
ment that increase or extension of city bus operation was not 
permissible without sanction of the Municipal Corporation. 
The matter was, however , not taken up by the R ei:i;ion with the 
headquarters office for adding more Corporation buses For ope
ration on city routes (March 1982) '. 

(er Uneconomic routes 

Depot-wise position of the uneconomic routes* operated by 
the Corporation buses in the Region and the Joss suffered or! 
account of income being continuously less than the c~st of 

f.Rgqte~ ')'b.CrQ tbQ qo~t of ~perati qn per ~Ill is mgre than reveque per ~Ill' 



operations during the three years up to 1980-81 are given below : 

1978-79 1979-80 1980-81 

Muzaffar- Sohrab- Garh Muzaffar- Sohrab- Garh Muzatrar- Sohra b- Q arh 
nagar gate nagar gate nagar gate 

Nnmber o f routes operated 35 2 1 23 45 28 24 46 31 26 

N um ber o f uneconomic rou tes 16 6 12 7 1 6 7 

Tota I revenue kms 
(in lakhs) 

opera ted during the year l!. 80.64 22.52 30.80 91.04 39.81 34.08 108.53 53.60 39.08 

Kms o perated during the year o n uneconcmic I 56.20 2.92 9.30 35.65 r 4.69 ~ 9.65 I 7.14 4.94 5.Q4 
routes ti n Jakhs) ..... 

c:n 
Average income per km 

(Rupees) 
of these routes i ] .87 ! 1.28 1.37 l J.77 I 1.55 ] .60 1.87 

..... 
1.71 1.73 

Cost o f operation per km 
pees) 

of the depot (Ru- f. J.87 2.05 1.93 ! 1.86 I 1.98 I 2.02 2.08 2.13 2.27 

Loss per km (Rupees) 0.77 I o.56 [ O.Q9 I 0.43 ! 0.42 l 0.21 0.42 0 .54 

Loss o n kms operated (Rupees in Jakhs) 2 .25 r 5.21 I 3.21 ! 2.02 ! 4.05 l 1.50 2.07 2.72 

Perce ntage of uneconomic routes to total routes• 45 .7 28.6 ! 4.3 26.7 ' 25.0 4.2 ]3.0 22.6 3.8 

Percentage of kms operated on uneconomic 
routes to total kms operated 

[69.7 IJ 13 .0 I 30.2 I 39.2 11_.8 28.3 6.6 9.2 12.9 
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In Sohrabgate and Garh depots, the number of uneconomic 
routes had been continuing which was stated by the Management 
Qune 1981) to be clue to-

- entire fleet of 12 buses deployed on all the seven uneco
nomic routes of city bus services (Sohrabgate depot) being 
very old ; 

- scarcity of buses affecting normal frequency of the service 
on these routes (Sohrabgate depot); and 

- unauthorised operation ot matadors and private mini buses 
on Meerut-Garh route (Garh depot). 

(d) Curtailments . 
\ 

Depot-wise position of the scheduled kilometres, kilometres 
curtailed due to non-availability of buses, shortage of crew etc. 
and the percentage of kilometres curtailed to the scheduled ~ 

1' 
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kilome~ers for the three years up to 1980-81 is indicated below : 
K ms c1... r tai Ice c1...e to - - - - ---- --- --~------- -- -- - --- Percc r.t<.ge 

D epot Year Schcdu led Bu ses no t Crew not Rc::d D t lltr;.ff c, Tc t:: t cf kms c1... r 
kms being made report ir.g a ccider.:s read brc:?- tailed to 

ava ila ble o r Cr.es , Sil ike, schedu led 
by workshop repo rti ng 1r.w and order 1-ms 
and fai lures late condit ions 

o f buses en- etc. 
ro ute 

(In la khs) 

M cerut 1978-79 87.86 2.66 0.1 0 4.71 7.47 8 5 

1979-80 77.79 2 .05 0.06 J.78 3.89 5.0 

1980-81 78.30 3.58 0 .01 0.04 2.4 1 t\ 04 7.7 

M uzaffarnagar 1978-79 80 .73 7.17 0.('6 0 .04 I .4 .1 8.68 10.8 

1979-80 77.28 ! 12.37 0 .04 f' 0.19 12.60 16.3 

1980-81 76.65 12.1 5 0 . 14 0.05 1.58 13.92 l 8 .2 ;;~ 

Roo rkee 1978-79 r 19.96 1.93 0. 18 0 .0 1 0 .44 2.56 12.8 
~-

1979-80 J 21 .92 I 2.02 <'.('9 l' .<'I 0.16 2 : 8 10.4 

1980-81 i 24.45 r 3.75 I o .<:4 0.('2 0.25 4 .46 18.2 

So hra bga te 1978-79 25.67 rr J.10 f O.JO 1.95 3.l 5 12.3 

l 979-80 39.06 . l .97 0 .06 0.(12 0.~9 3.04 7.8 

l 980-81 . 4J.l 1 1.06 O.C4 0.02 J.67 2.79 6.8 

G a rh 1978-79 32.25 0.87 o.rti I () .0: ('.~ 9 J.75 ! .4 

1979-80 f 34 .57 r 0.1 8 6.1 4 0 .0 ! 0.55 O.S9 2.6 

1980-81 F 37 .36 f1 l .30 0.09 0,02 0.52 J.93 5 2 

Total 1978-79 246.47 [ 13.73 0.40 0.18 9.30 23.61 9.6 

1979-80 f 250.62 J !l .~ 9 ! o .: 9 0 .1 5 -:..n 22 .'iO 9.1 

1980-81 f 257 .87 2l .f4 0.72 15 0. 6.43 29 .1 4 11.3 
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The decayed and worn-out condition of the buses was stated ,._ 
b y the Regional I\fanager (.June 198 1) to be the main factor res
ponsible for curtailment. 

(e) Taxi services 

(i) The table below gives year-wise details of total kilo
metres operated by taxis helcl during the three years up to 1980-

1978-79 1979-80 1980-81 

Number of taxis held 4 4 4 

T<1tal kilometres operated (in lakbs) l ~ 17 l.l l 0.08 

Revenue kms (in lakhs) O.il 0.84 0.06 

.Departmental and dead kms 0.36 0.27 0.02 

JQeome per revenue km (Rupees) 0.80 0.80 b 1.17 

Expenditure per revenue km (Rupees) 1.64 ;. 1.63 \!.. 3.67 

Loss per km (Rupees) 0.84 0.83 2.50 

Tatal Joss during the year (Rupees in lakhs) 0.68 0.70 0.15 

Percentage of departmental and dead kms to 30.8 24.4 25.0 
total kms operated 

T he operation of taxis resulted in a loss of Rs. I . 53 lakhs 
during the period April 1978 to June 1980 and the Corporation 

..I{-

had stopped operation of taxis from July 1980 and the taxis were "" 
converted in to staff cars. 

It was stated (June 1981) · by the Management that taxis 
were hired aga inst payment for VIPs and senior officials of the 
State Government. The kilometres covered by some VIPs were 
treated as departmental. The taxi is also required to be per
fectly checked and tested on every occasion before it is sent out 
for use by the VIPs and the distance covered on these tests was 
treated as dead kms. The operation of taxis was, as such, accord
ing to Management, a compulsion and the question of profitabi
lity did not arise. 

· (f) · E xcess consumption of engine oil 
On the b asis of the norms (fi xed in November l 07or half-a-

litre of engine oil is to be con urned by a bus for operarion of f' 
every 200 kms run. On the basis of that norm the oil consumed 
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in excess worked out to I . 55 lakh litres during the three years 
up to 1980-8 1 involving an ·extra expenditure of Rs.13 .46 lakhs. 

It was stated (June 1981) by the l\f anagement that the norm 
fixed in 1970 for lighter buses of old TAT A models was out
dated as buses or the latest models presently in use, were heavier 
an.d required more engine oil. H owever, no study was made 
with reference to the types o[ vehicles. to determine the excess 
rnn umption and the norm had not been revised by the Corpora
tion (March 1982)'. 

B.05 .07. Administration and Managenient 
(r1) Non-forfeiture of earnest money 

As per standard terms and conditions of auction laid down 
bv the Corporation in 1979 ean1est money deposited bv the high
est hidder is liable to be forfeited b v the Regional 1\fana~er, in 
ca~e the bidder fai ls to deposit the balance amount of the bid 
money ~vithin ten days of receipt of 1etter of approYal of the bid. 
There were dela,s in depositing the balan ce amount ranging 
1between 4 to 34 days in the case of six lots each of the two auc
tions in 1979-80 and five lots of an auction in 1980-8 1 but the 
earnest money aggregating Rs. l . 22 lakhs was not forfeited. 

The Management stated (Tune 1981) · that the terms and 
conditions or the auction had not been received in the Region. 
(h) Canteen contrrzct 

As the old contract was to expire on 27th October 1977 ten
ders for running the canteen for three years at the bus station, 

" Roorkee were invited (5th "/n1p;ust 1977) bv the Restional Mana
ger. The tenders were opened on 20th August 1977 and the 
hig·hest offer of Rs.13.000 per month was accepted (27th August 
1977) but the tenderer Failed to turn up. The next hil!'hest bid 
was at Rs . 12.151 per month. It was observed in audit (June 
1981) that tihere ·were interpolations in the tender document~ 
and the bid of a person who had quoted Rs. 12.151 per month 
was changed to Rs.10, 151 per month and tender of a person who 
r1uoted Rs.10.500 was changed to Rs.10,580 per month thereby 
naking it the second hip;hec;t which was accepted (December 
1978) . That party also fail ed to execute the agreement and 
rleposit the security money bnt started running- the can teen in 
Tulv J 979. The earlier contraclor conLinued to nm t·he canteen 
at the old r?tc o( Rs.7 .700 per month from 27th October 1977 to 
6th Tnly 1979. After finali sing another tender on 29th April 

1r J981 ;:i.t Rs.14,015 per month1 the Zonal Manager tern1inp.t~cl the 
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earlier contract of Rs.10,580 due to breach of contractual obliga
tions but the new contractor could not start the canteen as the 
earlier contractor whose contract was accepted in December 1978 
did not vacate the premises up to June 1982. It was vacated 
under the orders o( the court a'nd is lying- vacant since Tuly 1982. 
This resulted in a loss of Rs.1.46 lakhs (lune 1982) . The 
Management slated <June 1981) that the whole case was under 
investigation by Vig-ilance Cell of the Corporation ; further devc
lopmen ts were awaited (July 1982). 

(c) Non-preferment of claims 

Four buses of the Region which met with major accidents 
due to collisions wiLh private trucks during December 1973 to 
July 1974- are detailed below : 

Bus number 

U TG 9489 

UTG l662 

UTG 2866 

Date of Whether case Date of Deprecia- Amou nt 
accident decided by auction ted value for 

the court 

12th April D ecided in 1 lth Septcm-
1974 fone 1978 in ber 1977 

22nd De
cember 

1973 

26th July 
1974 

favour of 
Corporation 

D ecided in 11th Septem-
January 1978 ber 1977 
in favour of 
Corporation 

Not yet deci- 11th Septern-
ded ber L977 

at the which 
time of auctioned 
accident 

(Rupees in lakhs) 

0.94 0.19 

0.98 0.20 

1.26 0.15 

UTG 2940 20th June Not yet deci-1 Not auctioned 1.26 
1974 ded · but renova-

ted at 'l cost 
of Rs.0.30 
lakb in Octo
ber 1977 

The amount of compensation had not been worked out and 
claimed from the owners of private trucks (March 1982) as 
details of the actual loss sustained were awa ited from the sub.- 1' 

offices (March 1982) . 

,. 
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(d) D elay in oulai11i11g ref nnd of road tax 

Road Tax for a veh icle paid in advauce for a period of three 
months is rel'undablc for the unexpired complete months, if iLs 
token is surrendered to the Regional Transport Au thority in the 
month in which it becomes off-road. T he refund of the road 
tax aggregating Rs.2. 28 lakhs in respect of 368 buses (where 
token had been surrendered in time during 1971 to 1980) was 
not obtained (March 1982) . 

13. 05. OS. Workshop 

(A) Delay in maintenance of buses 

(i) Regional worhshop 

Buses sent to the regional workshop fo r routine maintenance 
(one Iakh kilometres run) are to be put on the road for opera
tion a(ter a period of 30 days (as per Road,vays i\Ianual). Against 
this, the time· taken in the case of 99 buses sen t to the regional 
workshop d uring the three years up to 1980-81 ranged between 
43 to 324 days. These abnormal delays resulted in curtailment 
of trips with consequential loss to the Corporation . This wa~ 
attributed (June 1981) by the Management to : 

- non-receipt o( parts and assemblies f rem the Cor poration's 
Central \ Vorkshop an<l Central Stores at Kanpur and 

- long and tedious procedure for making local purchase of 
parts. 

(ii ) Def;ot worhshops 

Against the norm of 7 days for maintenance of buses after 
32000 kms in a depot workshop, the time taken per bus ranged 
from 11 to 265 days in Lhe case of depot workshop, Meerut, 11 
to 210 days in the case of depot workshop, M uzaffarnagar , 11 to 
56 days in the case of depot workshop. Sohrabgate and l 8 to 138 
days in th e case of depot workshop, Roorkee during the period 
1978-79 to 1980-81. 

The rna! n reason for these clela ·s i;rns stated (June J981) to 
be non-availabili ty o E spare parls and accessories. 

(B) Premature failure 
(i) Engines 

Against the prescribed norm of 2 . 5 lakh kilometres and I 
lakh kilometres by a new en gine and a reconditioned engine res-
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pectively, the kilometres actually covered had been very low in 
the following cases during the three years u p to 1980-81 : 

Numbe:- o f engine~ removed after covering 

Year Type Be.low 0.5-1 1-1.5 1.5-2 2-2.5 
0.5 lakh kms lakh kms lakh kms lakh kms 

lakh kms 

1978-79 New 

Reconditioned 43 

1979-80 New 

Reconditioned 119 

1980-81 New 

Reconditioned 45 

65 

95 

49 

1 

18 

IO 

40 

1 

33 

14 

7 

3 

6 

2 

3 

43 

7 

3 

The causes for the premature failures had been investigated 
by the Management (l\farch 1982). New engines were replaced 
or repaired free of cost by the firm . Reconditioned engines were, 
however, sent to Corporation's Central Workshop at Kanpur. 

(ii) Tyres and batteries 

T yres 
T he position of premature failures of tyres as against their 

prescribed l ife (new tyre : 0. 80 lakh kms ; retreaded tyre : 0. 30 
lakh kms) was as under 

Year Number of tyres removed after covering 
Below 0.20-0.40 0.40-0.60 0.60-0.80 
0.20 lakh lakh kms Lakh kms lakh kms 

kms 

197-8-79 New 64 181 260 1061 

Retreaded 636 161 50 12 

1979-80 New 53 243 275 965 

Retreaded 426 528 22 15 

1980-81 New 60 268 276 975 

Retreaded 1204 248 45 6 

It was stated that responsibility was fixed on the driver for 
recovery, if premature failure was due to his fault . However , n o 
driver was fou nd at fault. ·• · 

, : 
. \ 
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Batteries 

As against the prescribed life of 12 months, the batteries 
which were removed before rendering the prescribed life during 
the three years up to 1980-81 are detailed below : 

Year Number of batteries removed after rendering service 

1978-79 

1979-80 

1980-81 

Below 3 
months 

12 

10 

3 

3-6 
months 

20 

14 

9 

6-9 9-12 
months months 

25 14 

9 24 

9 11 

In regard to premature failure of batteries, it was stated that 
these were got replaced by the firms. Out of 160 such batteries, 
only two batteries had been got replaced so far (March 1982)': 
(C) Delay in auction of condemned vehicles 

1 . Three jeeps (fully depreciated) condemned (March /Sep-
tember 1978) by the vehicles condemnation committee of the 
Region for auction were still (March 1982) lying in the regional 
workshop, as approval for their auction sought (April and Octo
ber 1978) for by the Management had not been received from 
the headquarters office, Lucknow (March ] 982)'. 

13 . 05 . 09. Stores r ., - ~ rv..,. 

. - I 

(a) Shortages 

At the t ime o[ handing over charge of Regional Stores in 
May 1966, shortages aggregating- Rs. 0 .78 lakh (Rs.0.58 lakh 
Mercedes parts and Rs. 0. 20 lakh car spare parts) were foun·d 
against the Assistant Store Keeper, Regional Stores. l\f eerut. H e 
was suspended in Jun e 1967, chargesheetcd after a period o f about 
3 years in February J 970 and was reinstated provisionally in Octo-

1 ber 1971. He was found e;u ilty (Febrm1ry 1980)" For the short
ages (Rs.0.78 lakhf: action taken by the Management for 
r~covery was awaited (March l982f 

('7) Shortage o f engine oil 

After tak ing del iverv of 44294 li tres of en <rine oil irom 
Indian Oil Cor1;oration at Delhi on ~6th Ap;il 1974, the_ Stores 

•· · Superintendent. R egional "\Vorkshop brought it to Meerut m four 

. ' 
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hired tankers and got it transferred into 200 barrels in his pre
sence. When the transfer was completed, only 41390 litres of oil 
was found. The offic ial was suspended by the General Manager 
of the Corporation (June 1974) for the shortage of 2904 litres 
of oil (value: Rs . 0 .21 lakh). Asper report (.July 1976) of the 
Euquiry Officer (Regional Manager , Dehradun Region). the 
Stores Superintendent was found guilty of the charge which he 
also confessed. He was, however, reinstated on 2nd July 1977 
and was transferred to the Corporation's Central Workshop, 
Kanpur on l 6th August 1977 under orders of the Headquarters 
office. No action to recover the cost of engine o il found short 
had been ta ken (M ::irch 1982) . "\ 

It was stated (June 1981) by the Manag·ement that the ques
tion. of fixing responsibility to make good the loss was pending 
with the H eadquarters Office. >-
13. 05 .10. A ccounts 

(n) General 

(i) Summaries of the tickets sold at booking windows and 
en-route by the conductors were not being· prepared anJ recon
ciled with main cash book and daily vehicle re.turns. 

were not being checked (ii) Bills for contract carriages 
before issue. ... 

(iii) No record of old but serviceable parts and assemblies 
!lent to region al stores by region / depot workshops was being 
maih tained . 

(iv) Separ;ite folios of the stores ledg;ers were nnt ass igned 
to a stores art icle of <lifferent speciflcations and sizes b ut of the 
same nomenclature. 

(h) TlVor l!shofJ ·~ .. 
(i) No record o f job-wise util is;i t·ion 

piled d;ii lv or weekly. 
or labOlll' \\ ' ~i S CCl""1-

(ii) N o recorcl showing the vehicle-wise details of value o[ 
spare p;irts used w;i s kept. 

(ii i) .Job cards o f repairs and maintenance of vehicles were 
closed without costing. 

(iv) Diaries of the work clone daily by each ·worker in the 
workshops were not maintained. _ 

.. . 

, 
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(c) In ternal audit 

Periodicity and quantum of check to be exercised in inter
nal aud it had not been prescribed. There was no record of the 
period covered by the internal audit. Sohrabgate depot, regio· 
nal workshop. regional stores, depot workshops. offices of the 
Regional M '1nager, Regional Accoun ts Officer. Assistant Regio
na l Managers h:ld not been inspecLed even once durin 2,· the period 
of the 3 yea rs up to March 1981. "' 

Important items of work relAing to contracts, hiring of 
private vehicles etc. h ad not been subjected to any scrutiny in 
in ternal audit. 

13. 05. l l. J1!fiscellaneous 

Manpower analysis 

(i) Staff position 

The staff (including daily paid workers) pos1t10n of the 
i 'Region at the end of the three years up to 1980-81 ·was as under .L:. 

Particulars 

Traffic ~t aff 

Drivers 'and conductors (excluding dri vers for 
trucks, taxis and staff cars) 

Maintenance staff 

Administrative staff and others 

Total number of buses 011 road 

Corporation 
,. 

Privatel 

As on 31st March 

1979 1980 1981 

320 317 312 

1078 1160 1225 

425 430 427 

325 355 364 

264 264 282 

32 71 95 

296 335 377 
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Pa rt;cul?r c; 
As on 3 J st March 

- - ---
Bus-staff ratio : 

1979 1980 1981 

(i) Traffic s taff (Corporation and private 1.08 0.95 0.83 
buses) 

Drivers (Corporation buses only) 2.00 2.01 1.88 

Conductors (Corporation and private buses) 1.85 1.88 1.85 

(ii) Maintenance staff (Corporation buses only) 1.61 1.63 1.51 

(iii) Administrative staff and others (Corpora- 1.10 1.06 0.97 
tion and private buses) 

(ii) Productivity of operating staff 

The productivity of the direct operating staff during the 
three years up to 1980-81 was as shown below : 

Years 

1978-79 

1979-80 

1980-8 l 

To tal km 
operated* 
(in lakhs) 

233.04@ 

230.55 

23 1.38 

Number of Km operated 
direct 

operating 
per employee 

empl oyees 

1398 16670 

1477 15609 

1537 15054 

The road breaches on Meerut- Delhi route during 1979-80 
and public disturbances in Moradabad and Aligarh during 
1980-81 were, according to the Management, r esponsible for com
paratively low coverage and consequently low productivity per 
employee during these years. 

13 . 05 . 12. Other points of interest 

Non-utilisation of buildings and structures 

Two overhead tanks with tubewells and pipeline fittings of 

*Inc!u :le; dead a nd d·: p .1rtm1:nta l kms also. 
@foclu dcs km o f H apu r D e pJt up to 30th Ju o.e, 1978. 

..,.._ 

.)-

I 
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25 kilolitre capacity each constructed by the Building Division of 
the Corporation at depot workshop, M uzaffarnagar ( cosL : 
Rs.O. 63 lakh) and Khatauli (cost : Rs. 0. 65 lakh) during the 
year 1978-79 and 1979-SO could not be utilised (March 1982) 
for want of installation of an electric motor by the Building Divi
sion and electric connection from the Uttar Pradesh State Elec
tricity Board respectively. 

13 . 06. Summing-up 

(i)' The fall in profit from Rs.24.61 lakhs in 1978-79 to 
Rs. 17 . 29 lakhs in 1979-80 and loss of Rs. 35. 28 lakhs in 1980-81 
in the operation o( Corporation' buses in Meerut was stated to 
be due to heavy rise in the wst of diesel, maintenance cost. of 
buses and increase in expenditure on salary and allowances of 
the staff. 

(ii) The over :ill loss in respect of Garb depot increased 
from Rs. 1. 13 lakhs in 197 8-7 9 to Rs . 5 . 91 lakhs in 1980-8 1. 

Qi.ii) Loss sustained on uneconomic routes in three depots 
(Muzaffarnagar, Sohrabgate and Garb) aggregated Rs.23. 03 lakhs 
during the three years up to 1980-8 I.-

(iv) Extra expenditure due to excess consumption of engine 
.oil by buses during 1978-79 to 1980-81 worked out to Rs.13.46 
lakhs. 

(v) Earnest money amounting to Rs. 1 . 22 lakhs deposited 
by the highest bidders at the auctions was not forfeited for their 
failure to deposit the balance amount of the bid moneys within 
the prescribed time limit of 10 days. 

(vi) Instead o( accepting the second highest offer at Rs.12151 
per month received for running the canteen at bus station, 
Roorkee the offer at Rs. 10580 per month (2nd highest offer 
after over writings and cuttings) was accepted but even then 
there was delay in the occupation of the canteen by the con trac
tor which was continued to be run by old contractor up to 6th 
July 1979 at the old ~ate of Rs .7,700 per month. After accepti~1g 
the fresh bid in April 1981 at Rs.14,015 per month the earh er 
contract was cancelled but the old contractor had not vacated the 
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premises up to June 1982. The total 1oss sustained worked out 
to Rs. 1 .46 lakhs up to June 1 !.J82. 

(vii) There was delay in the repair of vehicles in the regio· 
nal and depot workshops . 

. (viii) Action was not taken by the Management against the' 
Assistant Store Keeper responsible for the shortacre oe stores 
(Rs.0.78 lakh) in 1966. b 

(ix) Responsibility for the loss of engine oil (Rs.O. 21 lakh) 
in April 1974 h ad n ot been fixed. 

(x) Tubewells at depot workshops M uzaffamagar (Rs.0.63 
lakh) and Khatauli (R.s.O . 65 lakh) had not been utilised for 
want of installa tion o [ an electric motor / electric connection. 

13. 07. L oss on sa le of alurniniwn scrap 

In an auction held (1 1th June 1979) at Allen Forest Work
shop, Kanpur, 60 tonnes of aluminium scrap was sold to finn ,\ oE 
Bareilly at Rs. 12225 per tonne. As per terms and conditions of 
sale, the material was required to be lifted by the firm within 
forty days of the acceptance of the bid and 60. 89 tonnes of 
aluminium scrap was allowed to be lifted in six lots (july to 
October 1979) . 

Next auction for the sale of 30 tonnes aluminium scrap, 
notified in August 1979 ·was held on 29th October 1979 in which 
the rate of R s. 1525.? per tonne ·was accepted. 

On 19th October 1979 (i.e. 10 days before the date of next 
auction) firm A requested for release of further 20 tonnes at old 
rates against which release order for 10 tonnes was iss ued on 24th 
O ctober 1979 even though the Deputy General Manager was not 
competent to release the additional quantities without condu ct
ing auctions. The firm, h oweYer, deposited money for 15 tonnes 
(24th October l 979) and was allowed (27th October 1979) to 

lift another 5 tonnes b y iss ue of a separate release order. The 
material was actually lifted on 27th October 1979. The release 
of additional ciuan tity of 15.89 tonnes at old rates when the next 
auction was already notified had resulted in a loss oE Rs.O. 48 
lakh. 
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The matter was reported to the Corporation/ Government in 

+- September 1981 ; replies were awaited (June 1982) . 

-

ALLAHABAD : -
(S. BALACHANDRAN) 

Arr.ountant General, Uttar Pradesh-11. 

.:• .;;. ll-~"' -~:u': 

Countersigned 

/ 

NEW DELHI : Comptroller and Auditot General of India. 

THE 11 89MAV- 1983 
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APPENDIX -+-
(REFERENCE : PAllAGllAPH 1.02 

Statement showing summarised financial results of the working of Government 

Serial Name of the Company Name o f the Date of 
administrative incorporation 

department 
numrer 

2 3 4 

The Tndian Turp::nline and Rosin Industries 22nd February 
Co. Ltd . 1924 

2 U . P . State Industrial Development fndustrics 29t h March 
Corporatio n Ltd. 1961 

3 •u. P. Digitals Ltd. lndustrics 8th March 
1978 

4 •u. P. Instruments Ltd. Industries 1st January 
197 s 

5 U. P. Ex::>:> rt Corporation Ltd. Indust ries 20th Janua ry 
1966 

6 *Bhldohi Woollens Ltd. J ndustries 14th June 
1976 

7 U.P. State Textile CNporation Ltd. Indu stries 22nd December 
1969 

8 •u.P. Sta te Spinninr Mill< Co. Industries 20th Augu st 
(No .n uc1. 1974 

9 •u. P. State Spinning Mills Co . Jn<1ustries 20th August 
(No. Tl) Ltd. 1974 

JO U. P. State Cement Corpora tio n r ndu slri <'s 29tf-. March 
Ltd . 197'.! 

11 The Pradesh iya Tndustria t ancl ln- 1 r (' t•strics ~" •I· ~ · uch 
vestment Corro ration of U. P. 1972 
Ltd. 

12 U. P. State Leather Developrr ent Indu stri es 12th February 
:::d Marketing Corporation Ltd. 1974 

13 Au to Tractors Ltd . fndu~tries 28th December 
1972 

14 Vara111si Manda ! Vikas Nigam Ltd. Ks"let1iya 31 st M1rch 
Vikas 1976 

15 Agra Manda ! Vikas Nigam A rc1 Dcve- ~ l ~t March 
Lid . lopmcn t 1976 

16 Mcerut Manda I Vikqs Niga1n Ltd. Arca Devc- 31 ~ t Marc'1 
loprnc111 197~ 

Period of Total 
accounts capital 

invested 

5 6 

1980-81 92.81 

1980-81 2103,96 

1980-81 19.32 

1980-81 146.24 

1980-81 281.91 

1980-81 132.70 

1980-81 4338.23 

1980-81 2352.77 

1980-81 0.01 

J 980-!ll 10073.30 

1980-81 4173.91 

1980-81 80.58 

1980-81 838.61 

1980-81 45.00 

1980.Sl 108 .40 

'980-81 108.49 

.>-
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PA:$3B 2) . .. , 

Companlu 
(Figures in colu:nns 6 to 10, l2 and 13 are in lakhs of Rupees) 

Profit(+)/ Total T nterest Tota l Percen- capital Total rercen -
Loss (- ) interest OD long- return o n tage of employed return o n tago of 

charged to term capi tal total capita l total 
profit and loan i nvcsted return on employed return O D 

loss (7-f-9) capital (7 +8) capital 
account i nvestcd employed 

7 8 9 10 11 .12 13 14 

(-)92.86 ' 2.96 (- )92.86 87.26 (-)89.90 

/ ..... 
(+)1 37.29 28.73 28.47 165.76 7.9 2094.30 166.02 fl 7.9 

(+)0.06 1.00 1.00 l.06 5.5 15.94 1.06 ~.6.6 

(-)49.12 10.93 7.44 (-)4J.68 10.90 (- )38.19 

(-)4.54 16.89 9.32 4.78 1.7 289.02 12.35 4.3 

(-)26.80 18.42 12.45 (-)14.35 t 64.55 (-)8.38 

(+)321.64 7'!- .27 , , 71.98 393.62 9.1 2568.68 ! 394.91 . 15.4 

(+)181.25 77.71 tj77.00 5 258.25 fl l 1.0 • 1551.26 ! 258.96 V6.1 

(- )0.80 

(-)245.65 21.27 0.82 (-)244.83 .. j1 2274.l0 (-)224.38 

(-)2.80 96.63 96.63 '. ,93.83 2.2 3839.26 93.83 2.4 

(-)3.71 O.o4 0.04 (- )3.67 t: 149.73 (- )3.67 

(+)l.98 1.98 0.2 514.57 l.98 0.4 

(-)0.56 0 .11 (-)0.56 49.83 (- )0.45 

~-)0.59 0. 14 0.14 (-)0.45 107.47 (-)0.45 

(-f-)3.97 3.97 113.7 108.39 3 .97 3.7 
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Serial Name of the C:.,mpaoy 
number 

2 

17 Harijnn Evam Nirb<1J Varg Avas 
Nigam Ltd. 

180 

Name of the Date or 
administrati ve incorporation 
department 

3 4 

H rija •1 25th June 
Evam <:\am:ij l 976 
Kai ya a 

APPl!NDIX _......_ 

period of Total 
accounts capital 

in• ested 

5 6 

198t-81 36.60 

18 U. P. Rajya Vitlyut Utpadan Nigam Power 25th Au1.1ust 1980-S 1 215.00 
Ltd . 1980 

19 U. P. (Poorva) Ganna B~t>j Evam Co-operative 271 h Auirust 1980-81 14.89 
Vikas Niga;n Ltd. l 97 5 

20 U. P. (Rohilkhand Tarai) Ganna Co-operati ve 27th August 1980-8 1 29.60 ')..-
Bcej Evam Vikas Nigam Ltd . 1975 

21 U. P. (Pasehim) Ganna Beej Evam 
Vikas Nigam Ltd . 

Co-operative 27 th August 1980-8 1 24.64 
1975 

22 Prayag Chitnkoot K rishi Evam Ani1111 l 7th D ecember 1980-81 50.00 
G odhan Vikas N igam Ltd. Husband ry 1974 

23 U. P . M:itsya Vikas Nigam Ltd. Animal 27th October 1980-81 40.37 
Husbandry I 979 

24 U . P. C halchitra Nigam Ltd. Information I 0th Septem ber 1980-81 310.30 
1975 

25 U. P. E lectronics Corporation Ltd . I ndustrics 30th March 1980-8 1 50' 26 
J 974 

26 *Uptron Capaci tors Ltd. I ndustries 13th March 1980 9 : .34 
J 978 

27 •Uptron Video Ltd . J ndust ries 18t h October 1980 0.25 
1979 

28 •Uptron D igital Systems Ltd. Industri cs 18th May 1979 1980 78.70 

29 • Uptro n Instruments Ltd. Industries 15th November 1980 8.00 
1979 

JO • Uptron Powertronics Ltd. T nd u stries 3Cth April 1980 : 44.56 
1977 

31 U. P. State Sugar Corporation Ltd. S11 gar In- 26th March 1980-8 1 41 56.80 
dustri cs 1971 

32 *Chhata Sugar Co. Ltd. Suga r I ndus- 18th April J 980-81 685 .26 
tries I 975 

33 • c 111 nd;rn r Sugar Co. Ltd. S11ga r I 8th Apri l J 980-81 656.60 
Industri es l 975 

34 •Kichha Sugar Co. Ltd. Sugar l 7th February 1980-81 564.39 
I ndustri cs 1972 

"'f" 
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A {Coi1tiliued) 
J._ (Figures in columns 6 to iO, 12 and 13 are in lakhs of Rupees) 

Profit(+ )( Total Interest Total Percen- capital Total Percen-
Loss (-) interest o n long- return tage of employed return on Lage of 

charged to term on capita l tota l capital total 
profil and loan inv<:sted return on employed return o n 
loss (7+9) capital (7+8) capital 

account invested employed 

1 8 9 10 11 12 13 14 

(-)1.98 (--)1.98 ~1 33.80 (-)1.98 

l. 14.71. 

<+ )0.64 u15.21 ~ 0.64 4.3 223.26 L. 15.91 L 1.1 

(+)6.94 t 12.34 ~6.94 23.4 u 224.65 19.28 8.6 

(+)1.57 li28.30 [;l .57 L 6.4 344.44 l29.87 lJ 8.7 

(-)0.57 \-)0.57 ~45.23 (-)0.57 

39.00 

(-)7.09 tJ3.96 L3.96 (-)3.13 :. 246.<il (- )3.13 

<+ )27.97 27.97 5,5 358.60 L27.97 L 7.8 

82.23 

0.01 

<+)0.20 3.28 ~3.20 3.40 4.3 l34.64 8 3.48 2.6 

(- ) l .79 ~0.05 (-)1.79 ~9.82 (- )1.74 

( + )0.82 (J 4,58 fl 2.15 2.97 ti6.7 F;65.85 ~ 5.40 . 8.2 

(- )568.08 563.58 ~ : 303.48 (- )264.60 ~j 890.42 (- )4.50 

(+)29.27 63.86 ~ : 50.20 79.47 !] 11.6 453.74 93.13 ~i aw 20.s 

C+)IU.44 70.16 49.11 160.55 24.5 :.. 475.99 181.60 [, 38.2 

(-)33.01 109.66 57.5.L ~ - 24.50 ~ 4.3 ti 71.19 16.6S .. . ~07 .v 
,.... 
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C)erial 
num

ber 

Name of the Company Name ot the Date of 
administrative incorpora tion 

department 

2 3 4 

35 •Nandganj Sihori Sugar Co. Ltd. Sugu 
Indus tries 

18th April 
1975 

36 U. P. Sm'l ll I ndus tries Corporation Industries 13th June 

Ltd, 1958 

37 •u. P. Potteries (Private) Ltd. Industries 28th June 
1972 

38 • Krishna Fasteners Ltd. Industries 14th December 
1973 

39 U. P. State Minera l Deve- l ndustries 23rd March 
lopment Corporat ion Ltd . 1974 

40 •u. P. Carbide and Chemicals Ltd . Industries 23rd April 
1979 

41 u. P.~tatc Brasswarc CorpO"ration - lndu~trfet 12th February 
ua. 1974 

42 U . P. Scheduled Caste Finance a nd Harijan 25th March 
Development Corporation Ltd. Evam Samaj 1975 

Katyan 

43 U. P.(Madhya) Ganna Beej Evam Co-operative 27th Augu st 
Viki's Nigam Ltd. 1975 

44 U. P. Bhoomi Sudh3r Nigam Ltd. A~ricu llurc 30th March 
1978 

45 U. P. Paochayat i Raj Vil ta Nigam Panchaya ti 24th April 
Ltd. Raj 1973 

46 Lucknow Mandaliya Vikas Nigam 
Ltd. 

Kshetriya 
Vikas 

31st Ja nu ilry 
1976 

47 Kumaon Mandal Vikas Nigam Ltd . Hill Devc. 30th March 
lopment 1971 

48 • Transcables Ltd. Hi ll Dcvc- 29th Novcm her 
lopment 1973 

49 •Northern Electrical Equipment ln- Hill Dcvc- 29th January 
dustries Ltd. lopmcnt 1974 

so • Teletronics Ltd. Hill t..;cve. 24th November 
lopment 1973 

51 Tar11i Anusuchit Janjati Vikas Harijan 2nd August 
NigamLtd. Evam Samaj 1975 

Kalyan 

APPENDlX 

Per iod of' Total 
accounts capital 

invested 

5 6 

1980·81 1451.60 

1980-81 526.90 

1975-76 16.48 

Sinct" 4.82 
inception 
to Ma; ch 
1975 

J 979-80 542.44 

1980· 81 269.1 7 

1979-80 lSl.92 

1979-80 335.47 

] 979·80 16.45 

1979-80 117.54 

1979-80 I C1 .45 

1979-SC 54.26 

1979-80 229.82 

1979-80 69.47 

1974-75 o.os 

1979-80 7.79 

1978-79 Jo.oo 

>--

"""t . 
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i1 A (Continued) 

.... (Figures in columns 6 to 10, 12 and 13 are in lakbs of Rupees) 

Profit(+)/ Total Interest T otal Percen- Capi~al Total percen-
Loss(-) Interest on long- return on tage ol employed return on t age o f 

charged to term capital tota l capita 1 t otal 
profit and loan invested return on employed return on 

loss (7 + 9) capital (7+8) capital 
account invested employed 

7 8 9 10 11 12 13 1.4 

(- )221.35 127 .56 115.23 (-)106.12 .. 672.70 (-)93.79 

(+)46.98 60.04 33.63 80.61 15.3 1076.71 107.02 9.9 

• 2.89 

I 4.50 
...,(_ 

i (+)2 .82 2.82 0.5 314.19 2.82 0_9 

119.43 

<+)3.1 J 3.69 0.90 4.01 2.6 181. 0 6.80 3.8 

(-)22.24 1.59 (-)22.24 344.56 (-}2;'.65 

(+)3.17 13.57 3.17 19.3 159.69 16.74 10.5 

.- (+)2.30 2.30 2.0 11 7 .33 2.30 2.0 

(+)3.40 0.17 0.17 3.57 3.5 101 .45 3.57 3.5 

(-)0.28 (-)0.28 53.71 . (-)0.28 

(+)6.21 6.56 5.57 11.78 5.1 203.63 . 12.77 6.3 

(- )1.67 7.87 7.23 5.56 8.0 67.64 6.20 9.2 

(- )0.92 

(- )3 .30 0.30 {- )3.30 18.45 (- )3 .00 

(-)0 .77 1.50 1.50 0.73 2.4 27.44 0.73 Z.7 

i 
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APPENDIX 

serial 
number 

N ame of tbe Co.npar1y Name of the Data 
administra tive of 
department incorpora tion 

Period 
of 

accounts 

Total 
capital 

invested 

2 3 4 5 6 

52 U. P. R1jkiya :"ri rman Nigam Ltd. Public WorKS l st May 1978-79 121.96 
1975 

53 u. P. State Agro fnfost ri" l Corpo- Agricu lture 29th March 1978-79 795.1 3 
ration Ltd. 1967 

54 U. P. Sta te Food and Essential Food and 22nd October 1978-79 56.11 
C:>in-n :>ditie.> Corporation Ltd. Civi l Supplies 1974 

55 Mcrldabad .\hnd al Vik1s Nigam K;;hetriya 30th March 1977-78 20 .42 
Ltd. Vik<> s 1977 

56 u. E>. Sta te Bridge Corpora tion Public works 18th October 1977-78 354.93 
1972 

57 U. P. State Tourism Development Tourism 5th August 1974 1977-78 82, 32 
Corporation Ltd. 

58 u. P. Bundelkhand Vikas Nigam Kshetriya 30th March 1976·77 86.34 
Ltd. Vikas 1971 

59 *Bundelkhand Concrete Structurals Ksbetriya 2nd March ] 978-79 2.54 
Ltd. Vikas 1974 

60 •u. P. Textile Printing Corporation Industries 5th December 1978-79 17 .51 
Ltd. 1975 

NOTES:-
(i) Capita l investei represents paid-up capita lplu.r long-term loan and free reserves. 

(ii) C'.l;Jitll ! n.JlJy::l (!xCe,Jt in c1se of Companies at seria l numbers 2, 11. a nd 46) re

(iii) In case of C J.np'.lnies at seria:. numbers 2, 11 and 46 capital employed represents mean 
(iii) reserves, (iv) b;>rrowiogs including refinance and ( v) deposits. 

(iv) Compani!s a t serial numbers 9, 18, 23, 26, 27 and 40 have not gone into production. 

• Indicates Subsid iary Companies. 
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A (Concluded) _. (Figures in columns 6 to tO, 12 and 13 are in lakhs of Rupees) 

Profit (+)/ Total Interest Total p ercen- Capita l Total Percen-

• Loss{- ) interest on lo ng- ret urn o n t age of employed return o n tage o f 
charged to t erm capita l total capita l total 

profit a nd loan invested r eturn o n employed r eturn o n 
loss (7+9) capita l (7+8) capit al 

accou ot invested employed 

7 8 9 10 11 1.2 13 14 

(- )161.43 2.)3 (- )161 .43 (-)3.80 (-)159.20 

(-)130.65 (-)130.65 1075 .36 (-)130.65 

9.31 l.57 9.31 16.6 56.01 ] 0.88 19.4 

0.79 0 .79 3.9 20.22 0.79 3 .9 

-4 
( + )12.43 3.49 3.49 15.92 4.5 326.51 15.92 4.9 

(+ ) 0.31 0 .1 8 0 .31 0.4 82.27 0.49 0.6 

(-)7.36 0.07 (- )7 .36 68.00 (- )7.29 

(- )0.01 (-)0.01 1.75 (-)0.01 

(+ )3.1 2 3.12 17 .8 17.24 3.1 2 18.1 

' 
pres;:nts net fix <:d ass!ts <e -cclu:ling capita l work-in-prorress) plus working capital. 

of a~gre:;:> te of op,11ing and closing bl lances of (i) paid-up capital, (i i~ bonds and debentures, 
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APPENDIX 

(REFER.ENCE : PARAGRAPH 6.01 

Statement showing summarised financial results of working of statut()r) 

Serial Name of the Corporation Name of Date of Period of Total 
num· administrative incorpo- accounts capital 
ber department r ation invested 

1 2 3 4 5 6 

(a) Uttar Pradesh Stare 

Uttar Pradesh State Electri--j 
city Board • 

Power 1 St April 
1959 

] 980-81 257325.31 

(f>) Other Srar1,tory 

2 Uttar Pradesh Financial Corpora tion Industries l st November 
1954 

) 980-81 8963.90 

3 Uttar Pradesh State warehousing Co-operative 19th March 1980-81 2258.61 
Corporation 1958 

4 Uttar Pradesh State Road Transport Transport 1st .lune ) 977-78 I 4990.97 
Corpora tion 1972 

--··- ------------------~----~-~--------

N OTES : 

(i) Capital invested rep resents paid-up capital plus long-term loans p lus free reserves. 
(ii) Capital employed (other than Uttar Pradesh Financial Corporation) represent s net fixed 

(iii) In the case of Uttar Pradesh Financial Corporatio n, c1pita l employed represents mean 
debentures (iii) reserves, (iv) borrowings including refinance, (v) depoits and (vi) funds 

• 

),.-

l 
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PAGE 80) 

Corporations 
(Figures in columns 6 to 10, 12 and l3 are in lakhll of Rupees) 

Capital Total 
Total l nterest Total 

interest on long-term return 
charged Loan on capital 
to profit invested 
a nd loss (7 +9) 
accou nl 

7 8 9 10 

Percentage 
or total 

return on 
capital 

invested 

employed return 
on capital 
employed 
(7 + 8) 

11 12 13 

percentage 
of total 
return 

on capital 
employed 

14 

Efectrfcity Board 

13912.55 165 19 .84 6.4 186899.16 16519.84 8.8 
(+ )2607 .29 13912.55 

Corporations 

(+ )174.14 414.92 414.92 589.06 6.6 79C9.77 589.06 7.4 

( !-)103.49 Sl .68 81.68 185.17 8.2 2199 .73 185.17 8.4 

(-)36.01 4l8.52 383.64 347 .63 7.0 4917.69 382.51 7.S 

---- ---------------·---
assets p/111 working capital. 

of the aggregate of opening a11d closing balance~ of (i) paic\-np capital, (ii) bonds and 
for special schemes advanced by the State Government. 

PSU P- A. I'. 3 Mahalekhakar-lS-12-82-(2785}---1983-60C+l' (E). 
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.ERRATA 

REPORT OF THE COMPTROLLER AND AUDITOR GENERAL 
OF INDIA FOR THE YEAR 1980-81 (COMMERCIAL)

GOVERNMENT OF UTT AR PRADESH 

------·--- ----~-.,........,--------

Page 
no. 

Para No./Line of the page etc. 

---- -·~------

(1) (2) 

2 Tabl e, 24th item 

5 Fi rst table, 4th item 
12 Para 2.0J , 5th line 
I 3 Table-Breading, Fourth column 
14 2nd Ii ne 
15 2 sub-para, 1s t l ine 
16 3rd line from bottom 
17 8th Ii ne 
18 14th line from bottom 
23 Ist line 
23 10th line from bottom 
24 Table-Third column-2nd item 
'.-.4 Table-last column 3rd item 
26 2nd line from bottom 
27 7th line from top 
27 14th line from top 
28 Table- 1st column J st item 
29 1st line 
31 4th line from to p 
35 14th line from top 
38 14th line from bottom 
41 F irst table-last column 
41 first table-last column 
44 Table 2nd Column J2st li ne 
48 18th line from bottom 
51 20th line from top 
55 sub-para (b), 3rd l ine 
55 Sub-para (b), 4th line 

62 3rd line from bottom 
63 8th line from top 

65 Table-third column, 1st item _ __,.._ ____ _ 

For Read 

(3) (4) 

Project (Go- Corporation 
rakhpur and (Gorakhpur 
Basti) and Basti) 
Devclopement Developmen t 
ma teria I materia ls 
Saving Savings 

overdraft overdrafts 
electronic 

rnateria l 
order 
casetts 

Further 

electro nics 
materials 

ord ers 
cassettes 

Further, 
Co-promoters Co-promoter's 

24.89 24.98 
component component~ 

as on loan as loan 
interest of interest at 
In additio n Jn addit io n, 
Unit Units 

thus , thus, 
a nd as 

co mmericial commercial 
when where 
60.05 260.05 
80.0 80.05 
o·oo 10.00 
(from as grant (from 

lak h lakhs 
LI nit Co mpany 
bo lts bolts, 
was were 
nick le nickel 
2.27 2.72 

, 
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2 3 4 

65 Table- !st column, last but one line carrie over carried over 
70 2nd line from top , further ; fu rther 
71 6th line from top action not actio n were not 
71 T able-4th Column-last line 2.02 2.20 
73 Sub-para (b), 5th line machine machines • 
74 Sub-para (vi), 3rd line consignment consignment~ 

81 2nd line from bottom 2339.98 2339 .88 
82 2nd li ne from bottom 157 .21 lakhs, 157.21 l akh~. 

a nd 
83 First Tabl e-first column, 2nd item Provisio ns Provisio n 
85 Table H ead ing, 2nd column years yea r 
89 1st table-last column-9th li ne 40 .40 140.40 
9 1 J st line T h The 
9 1 Tablc-J st column, I st !in C' Electri fied electrifi ed 
94 9th li ne from to p draft agrC'c- agreerr.ci:t 

ment 
% F irst para below Table , 6th li ne lakh paid lakh 
'37 4th line fro m top Corporation of Corporatio n 

l nd ia 
n 6th l ine from to p t a per cent t per cent 
98 T able- I st colu mn, 8th line I icensee licensees 

IOI 17t h line from bottom bra nch branches 
JO~ 11th line from bottom i nterestt i nterest 
l " ~ v~ 2nd li ne from top I 978 1979 
103 3rd line from top 1979 1980 
106 2nd Ta ble-Head ing, last column arrea r arrears 
109 sub-para (d), 5th li ne tbtereagainst thereagai nst 
11 0 Sub-para (b), 3rd line stock:ng stock taking 
112 Sch li ne from bottom reve nuee revenue 
11 4 para L0.02, 7th line etc. a t etc.) at 
11 7 T able He~ ding, last colum n Total Total 
117 T a ble-4th colum n-H eading wags wages 
11 7 Ta ble-1st column , 2nd item ban ling handling 
117 Pa ra 10.03.03 , 5th line detained detailed 
118 Table-H eading, !st column work work/ 
119 T a ble-1 st colum n, lst line pressure Pressure 
11 9 Table-2nd column, 2nd item M 

: 19 Ta ble- !st -.:olu fl1 n, 3rd item ash hand- ash band!-

119 Sub-para (1) , i:tth li ne lakhs. lakhs up to 
Ma rch 1982. 
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-------- --1 2 3 4 --
121 8th line from top the work the 
126 13th line from bottom STL TSL 
128 3rd line from bottom Rs. 2.78 lakhs Rs. 2.79 labs 
134 Para 11.02, lst line transformer check meter 
136 13th line from top com putor computer 
139 20th line- from bottom 1981, 1981 

141 18th line between April between April 
1973 to 1973 and 

141 3rd sub-para, 1st line E xecutivt Executive 

142 2nd Sub-para, 2nd line distribution D 1stribu tio n 

143 4th line from bottom bi ling bill ing 

146 Su b-para (d) 1st li ne d istribu- Distributio n 

147 2nd line from top (Who (who 

147 Sub-para (b) , 7th line 'Advance' Advance' 

147 12th line from bottom Jt ; it 

164 6th line fro m top 1980- 1980-8 1 : 

168 2nd table, co lumn 0.40-0.60 Lakh lakh 

180 T able item 31, sixth column 4156.80 4156.60 

184 Table Headi ng, fo urth column D ata D ate 

186 3!·d line from top statutory Statutory 

l f 6 last line debentures debentures, 

l 'S6 last li ne depoits deposits 

..... - - · . - ---- -- - ------- -

PSUP-A. P. 1 Mahalekkakar 20-5-83-(791)-1983-600 (E) 



, 


