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PREFACE 

Government commercial concerns, the accounts of which are 
su~bject to audit by the Comptroller and Auditor General of 
India, fall under the following categories: 

Government companies 

Statutory corporations; and 

Departmentally managed commercial undertakings. 

2 . This Report deals with t h e r esu lts of audit of 
Government companies and Statutory corporations including 
the Gujarat Electricity Board and has been prepared for 
submission to the Government of Gujarat under Section 19A 
of the Comptroller and Auditor General's (Duties, Powers and 
Conditions of Service) Act , 197 1, as amended in March 
1984. The resu lts of a u dit relating to departmentally 
n:anaged comme rcial undertakings a re contained in the 
Report of the Comptroller and Auditor General of India 
(Civil) - Government of Gujarat. 

3 . There are certain companies which are not subject to 
audit by the Comptroller and Auditor General of India, as 
Governmen t or Govern ment owned/controlled companies/ 
corporations hold less than 5 1 per cent of the shares. A list 
of such companies in which Government investment was 
more than Rs. 25 lakhs as on 31st March 1993 is given in 
Annexure 1 

4. In respect of the Gujarat Electricity Board a nd the 
Gujarat State Road Transpor t Corporation, which are the 
Statutory corporations, lhe Comptroller and Auditor General 
of India is the sole auditor. In respect of the Gujarat State 
Financial Corporation and the Gujarat State Warehousing 
Corporation, he has the right to conduct the audit of their 
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accounts independently of the audit condu cted by the 
Chartered Accountants appointed under the respective Acts. 
The audit of accounts of U1e Gujarat Industrial Development 
Corporation presently stands entrusted to the Comptroller 
and Auditor Gen eral of India under Section 19(3) of lhe 
Comptroller and Auditor General's (Duties, Powers and 
Condition of Services) Act, 1971 up lo the accounts for tl1e 
year 1996-97. The Audit Reports on the accounts of all 

these corpor ations are being forwarded separately to the 
Government of Gujara t. 

5 . The cases m entioned in this Report came to notice in 
the course of audit during the year 1992-93 as well as 
those which had come to notice in earlier years but could 
not be deal t with in previous Reports. Matters relating to 
the period subsequent to 1992-93 have also been included, 
wherever considered necessary. 

(iv) 



OVERVIEW 

The St.ate had 35 Government companies (induding 5 

subsidiaries}, 7 companies under the purview of Section 619 

B oft.he Companies Act, 1956 and five Statutory corporations 

as on 31 March 1993. Besides, there were 3 companies 

where Government invested by Rs.25 lakhs or more and 

• which were nol subjected lo audit by lhe Comptroller and 

Auditor General of India. 

(Paragraphs 1.2 and 1.2.9) 

The aggreg<J\e paid-up capital of Government companies 

was Rs.2448.86 crores out of which Rs.2435.52 crores were 

invested by State Government, Rs.11.99 crores by Central 

Government and Rs. 1.35 crores by others. The aggregate 

_long-term loans outstanding as on 31 March 1993 against 24 

companies was Rs. 709.53 crores. 

The Stale Government guaranteed t.he repayment of 

loans (and interest thereon) raised by 17 companies. The 

out.standing guarantees stood ac Rs.396.26 crores as on 31 

March 1993. 
(Paragraphs 1.2.1.1, 1.2.1.2 and 1.2. 1.3) 

The ratio of loans lo equity in the Government 

~ companies (excluding SSNNL) changed from 2. 04 : 1. 00 on 3 1 

March 1991 to 1.46 : 1.00 on 31 March 1993. 

(Paragraph 1.2. 1.2) 
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Nine compantes' suffered a total accumulated loss of 

Rs.346.57 crores which exceeded their paid-up capital by 

nearly seven times. Out of them. fwe companies suffered loss

for consecutively six years. Maximum loss of Rs.247.43 .crores 

was s u.ff ered by Gujarat State Textile Corporation Limited.~ 

Rs.114.91 crores granted as loan to companies whose share 

capital was eroded, has little scope of recovery. 

(Paragraph 1.2:4) 

Twenty two companies did not fmalise their accounts. 

Notwithstanding that the delay in finalising the accoWlts was 

reported to the Government alongwith suggestions for pulling 

' up the arrears, little improvement was noticed in this regard ~ 

during the year. 

(Paragraph 1.2. 7) 

Gajarat Electricity Board had fr.nalised its accounts up 

to 1991-92 and the acco.unts showed a net surplus of 

Rs.69.49 crores. 

(Paragraph 1.4.4) 

r 

The plant load factor in. GEB decreased to 57.0 per 

cent in 1991-92 from 60.4 per cent in 1989-90, agauist the 

norm of 68 per cent prescribed by Central Electricity 

Authority. Transmission and Distribution loss increased to " 
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22.98 per cent in 1991-92 from 22.09 per cent in 1989-90, 

against the norm of 15 per cent prescribed by CEA. 

(Paragraphs l .4.6(i) and (ii)) 

Gajarat State Road Transport Corporation, Gujarat State 
-

Warehousing Corporation and Gujarat Industrial Development 

Corporation had finalised its accounts up to 1991-92 and 

earned profits of Rs.1.74 crores, Rs.0.30 crore and Rs.0.15 

crore, respectively, during the year. The Gujarat State 

Financial Corporation had jmalised the accounts up to 1992-

93 and earned a profit of Rs.2.27 crores during lhe year. 

(Paragraphs 1.5 to 1.8) 

GSRTC incurred loss on operational results during all 

the three years up to 1991-92 but it was a?le to show profit 

1 during these years by taking into account Government grants 

etc.. as non-operating revenue. 
(Paragraph 1.5.5) 

In GSFC. percentage of default in repayment of loans 

increased to 27.2 at the end of 1992-93 from 25.2 at the 

end of 1990-91. The percentage of overdue amount increased 

to 27.2 in 1992-93 from 22.6 in 1991-92. 
(Paragraph 1.6.4) 

- 2. The activities of Gujarat State Civil Supplies Corporation 

Limi.ied. investments made by selected Government 
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companies/corporations and construction and operation of the 

Kutch Lignite Thermal Power Station (KLTPS) under GEB were 

reviewed in audit. 

2.1 The Gujarat Stale Civil Supplies Corporation Limi ted , 
was set. up in September 1980 as a wholly owned 

Government company with the main object of procurement of 

food grains, edible oils and coarse grain and their 

distr ibution through the fair price shops. 

(Paragraph 21\.1) 

Activities related to Public Distribution System (PDS) 

accounted for 80 per cent of the Company 's total operations. 

The Company's accounts re.fleets .it as an agency activity and .. 
the Government investment in this regard is treated as 

interest bearing loan. As on 31 March 1992, there was. 

surplus of Rs.59.97 crores under this account. 

The accumulated loss of the Company was Rs.5.53 

crores up lo 31 March 1992 which eroded its capital base by 

55.3 per cent 

(Paragraph 2A.9) 

The delay in lodging ,daims with the Food Corporation 

of India for getting refund of unllfi.ed quantities resulted in 
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loss of interest of Rs.131. 71 lalchs to the Company on the 

blocked funds for the period from 1986-87 to 1991-92 . 

., (Paragraphs 2A.14.3, 2A.14.3{a)) 

The Company did not take into account overheads of 

account of interest, transit and godown losses and 

administrative expenses while f1.xing the issue price of coarse 

1rains transactions and consequently suffered a loss of 

Rs.419.82 lakhs. 
(Paragraph 2A. l 4.4 {f)J 

";, 

2.2 Investment of surplus funds by selected companies/ 

corporations were reviewed to examine whether such 

investments were made with due regard to economy and 

elflciency and the policy directions of the Government. 

(Paragraph 28.2) 

The State Government directed the companies / 

corporations to keep 75 per cent of their surplus funds in 

Pe rsonal Ledger Account (PLA) with the Government 

Treasuries. The surplus funds was not defined and 

systematic information was not collected by the Finance 

Department to exercise control over the deposit of funds in 

the Government Treasuries. The Companies and Corporations 

did not follow the Governm ent orders and continued to 

deposit their funds with Banks and other institutions. 
(Paragraph 28.4) 
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GIDC did not implement the Government order on the 

grounds that it was reducing reliance on Government and it

required funds at short notice. Gujarat State Financiat 

Corporation did not keep any amoun-t in PLA on the grounO

that it was not approved by IDBI as per provision op thE 

State Financial Corporations Act, 1 951. 

(Paragraphs 2B.5.l.3 and 2B.5.2.2, 

The Gujarat Mineral Development Corporation Limitea 

· _suffered · a loss of interest of Rs.48.96 lakhs on account OJ 

non-compliance of Government instructions on depositinr, 

surplus funds in Personal Led9er Account (PLA). 

(Paragraph 28.5..,_3.4, 

2.3 KLTPS Project approved by the' Planning Commission in 
r 

1979 at a cost of Rs. 71.27 crores for installation of two 6C 

mw units was revised in 1981 to install two 70 mw units 

at a cost of Rs.159.63 crores. The project was ultimately 

completed at a cost of Rs.253 crores in 1992-93. 

f Paragraph 3.4. lj 

Award of contract and execution of works wcis delayec 

b.y 54 months entailing an additional expenditure o)I 

Rs.158.87 lakhs. ~ 

(Paragraph 3 .5.2. 
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Failure of the Board to make proper storage 

lITangement for the equipment. received at. the project site for 

-:?rel'lion of I.he power plant resulted in avoidable expenditure 

if Rs.173.93 lakhs incurred on replacement of damaged 

?qu[pmenL 
(Paragraph 3.6.2) 

The plant. load factor (PLF) achieved so far was 

·tween 43 and 51 per cent. The low PLF was mainly 

it.tribut.able lo excessive forced outages and shut downs 

·esulting in loss of revenue amounting to Rs.24. 75 crores due 

:o loss of generation of 330.645 million units during the 

:>eriod from 1990-91 to 1992-93. 

"vfisceLlaneous topics o[ interest 

' 

(Paragraphs 3.9.1 and 3 .9.2) 

3. Other major irregularities not.iced during lest check of 

records of the Government companies and Statutory 

:orporations were as under : 

The Gujarat State Textile Corporation Limited kept. 

deposits of Rs.150 lakhs and Rs.496.82 lakhs in Personal 

"..edger Account with Ahmedabad Treasury but failed lo 

·enew these deposits before the expiry of their maturity dates 

·esUliing in loss of interest of Rs.34.45 lakhs. 

(Paragraph 4A.3.l) 
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Sardar Sarovar Narmada Nigam Limited constructed 

516 staff quarters al a cost of Rs.225 lakhs in May 1992. 

None of these quarters were allotted till October 1993. 

Resultantly, investment of Rs.225 lakhs was w1productive for 

18 months. 
(Paragraph 4A.8. l) 

The Gr..yarat Electricity Board (Boa.rd) was paying excise 

duty on the aggregate value of transformers including value I 

of transformer oil which !Vas exempted from levy of excise 

duty. By not showing the value of transformer oil distinctly 

in the purchase orders while purchasing 8381 distribution 

transformers and 108 power transformers during three years 

ending March 1989, the Board made avoidable payment,. of 

Rs.61.35 lakhs towards excise duty and Rs.6.02 lakhs on 

sales tax, on the value of transformer oiL , 
(Paragraph 48.1.2) 

Untreated industrial e.Ifluents at the GIDC industrial 

Estate at Vapi are carried through open roadside drains and 

discharged lo Damanganga arad Kolak rivers. No effective 

action was initialed lo implement the provision of water 

(Prevention and Control of Pollution) Act, 197 4 till 1985 

though the industrial Estate was considered as "the most 

polluted area~. The underground ~Jfluent collection scheme 

(xii) 



commissiooed In October 1992 is only partially utilised by the 

.. industries so far. Though GIOC decided In October 1985, to 

pr.QVide a Common EjJluent 'Jreabnent Plant for the industries 

..at Vapi, the work is not expected to be completed and 

commissioned till December 1995 due t.o ..financial constraints. 

The environmental .health of the estate continues to oe 
vulnemble due to delayed action by GIOC and violation oj 

the provis.ions of the Act by the tndustrt.es. 
. (Parogra/Jh .48.2.3} 

, 

' ' 
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CHAPTER - I 

SECTION - I 

1. Gene ral view of Governme nt compani es and 
Stat utory corporations 

1.1 Introduction 

This ch apter contains pa rti cu lars about the genera l 
view, inveslments, state of account etc .. in respect of 
Government companies a nd Statutory corp o r a ti o n s. 
Paragraphs 1. 2 and 1.3 give d eta ils in respect of 
Govern ment companies and Statutory co rpora tions 
respective ly. Paragraphs 1.4 to 1.8 give detail s regard ing 
financial and operational pe rformance of these corporations. 

1.2 Gov ernment companies - General view 

Th ere were 35 Government companies (including five 
s ubsidiaries) as on 3 lst March 1993 with a tota l investment 
(share capital and long term loans) of Rs.3 158.39 c rores as 
§lgainst 36 companies (includ ing six subsidia ries) with a 
Lotal investmen t of Rs .2580.64 crores on 3 l st March 199 1. 
The financial pa rticu lars and working results in respect of 
all the Govemmenl companies a re given in Annexure-2 . 

Out of the Government companies 14 companies were 
under the department of Industries and Mines (investment 
Rs.896.95 crores) and nine companies under U1e department 
of Ag riculture, Co- opera ti o n and Rural De ve l opmen t 
(inves tment Rs.80.23 c r ores). Rem a ining 12 compan ies 
including Sardar S arova r Narmada Nigam Limited (SSNNL) 
were u n d e r the control of n in e depa rtments (investmen t 
Rs. 2 18 1.21 c rores). Inves tment in S SNNL und er t h e 

"depa r tment o f Na rm a d a a nd Wa t e r Resou r ces was 
Rs .1964.44 crores. 
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Sector-wise investment in Government companies 

Rupees in crores 

SSNN Ltd. 
1964.44 

Commercial 
165.05 

Housing Services 
and Social Welfare 

43.20 

Agrict.lture and Rural -
Development 193.82 

Financial Services 
791.BB 

Ou t of total investments (Rs . 1322 crores) in the 

Government companies during the previous three years 
Rs.1137 crores (86 per cent) were invested in SSNNL. The 
average investmen t in the Government companies (excluding 
SSNNL) as on 31.03. 1993 was Rs.35.12 crores. 

Investments in SSNNL and other companies 

Rupees in crores 

SSNN Ltd. 
1137 (86%) 

4 

Other Companies 
185 (14%) 



Trend in the sector-wise investment in the Government 
companies are shown below : 

Sector-wise investment in 
Government companies 

Industrial and 
Commercial 

Irrigation. Agriculture 
and Rural Development 

A. SSNNL 

B. Others 

. 
Financial Services 

.Social Welfare 

Housing Services 

Number Investment 
of on 
companies 31.3.93 

(Rupees 
in crorcs) 

18 165.05 

1964.44 

11 193.82 

2 791.88 

2 16.62 

26.58 

1.2.1 Analysis of investments 

1.2 .1.1 Share capital 

Number 
of 
companies 

18 

11 

3 

2 

Investment 
on 
31.3.91 

(Rupees in 
er ores) 

421.26 

1253.82 

157.78 

720.0G 

18.62 

9 .10 

Total share capital invested in the 35 Government 

companies (including subsidiaries) was Rs .2448.86 crores 

Finance accoun ts for the year 1992-93 is sti ll under 
finalisation (December 1993}. 
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(State Government: Rs.2435 .52* crores. Cenlral Government: 

Rs. 11.99 crores and olhers: Rs. 1.35 crores) as on 3 lst Ma rch 

1993. Out of lhis. the inveslmenl during U1e las t lhree years 

was Rs. 1322. 00 crores including inveslmenls of Rs.11 36.~0 

crores in SSNNL. Thus nearly 54 per cent of lhe total share 

capital in the companies , was invested during these three 

years and 86 per cent of these investments wenl to SSNNt.. 

2500 

en 2000 
Q) .__ 
0 .__ 

1500 (..) 

c: 

en 
Q) 1000 Q) 

0.. 
:J 

a: 
500 

0 

Comparative investment in SSNN Ltd. 
and other companies (1989-90 to 1992-93) 

OOther companies 

D SSNN Ltd. - - - - - 1964A4 

- - - - - - -1542.56 -

1214.66 

829.54 

::::::::::::: 
;::::.::·:::· 
·::::::=::::· . 
:-:.:·:·:·:·· . ·.·:·:·:-··:· 
~)tt I 

1989-90 1990-91 1991-92 1992-93 

In Sf?ile of the inc remental investment of Rs. 185. 10 

crores (ne t of SSNNL). during the three years lhe total 

accumulated loss in the Government companies increased by

Rs. 13.64 crores during the period. 
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.. 2.1.2 Long t erm lo ans 

Total long tenn loans, outstanding as on 3 lst Ma rch 
19 0 3, in respect o f 24 Governme n t compan ies was 
~s. 709.53 crores. Out of this, Rs.207. 73* cro res were 
)ayable to the State Government. 

T he loans granted to n ine companies whose s hare 
:apital has eroded a re used to finan ce losses. There is little 
ike lihood of these outstanding loans (Rs . 1 14.9 1 c rores) 
)eing repaid to the Government. 

As on 3 1st March 1993 the ra tio of long term loans to 
sh are capital in the Government companies (excluding 

3SNNL) was 1.46: 1 on overall basis (loans and equ ities from 
:i.11 the sou rces). 

Ratio of long term loans to share capital 
(excluding SSNNL) 

0

As on 3 1st March 1993 As on 31st March 1991 

Loans 
Loans 

Share capital 
33% 

59.0% 

Share capital 
41.0% 

Fina11cc accoun ts fo r Lh c year 1992-93 is stil l under 
finali salion (December 1993). 
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The ratio of loans has reduced by 33 p er cent durinr 
the last three years as shown in following table 

Ratio of loans to share capital 
Loans Share capitaJ 

1990-9 1 2 .04 1.0 
199 1-92 2.15 1.0 
1992-93 1.46 1.0 

The ratio of long term loans of the Slate Government 
lo share capita l in the Government companies (excludine 
SSNNL) was 0.4: 1 as on 3 1 Ma rch 1993. The question 
whether increase in lhe equity vis-a-vis loans is conducive 
lo favourable return on ils investments due to the very low 
rate of return (4 .1 6 per ce nt) on s h a re capital in the 
Government companies needs examination . 

1.2.1.3 Guarantees for loans 

The Stale Government had guaranteed the repayment 
of loans raised by 17 companies. The amounts guaranteed 
and outstanding thereagainst as on 3 l s l March 1993 were .-
816. 09* crores and Rs .396.26 crores, respectively. 

The arrears in payment of guarantee commission was 
Rs.2.01 crores from 6 companies as shown in Annexur~2. 

1.2.2 Subsidy 

During the year 1992-93 the Government sanc tioned 
subsidies of Rs.0 .69 crore to two companies whose accounts 
were up to dale. 

1.2.3 Return on investment 

Thirteen companies h ad fina lised their accounts for the 
year 1992-93, of which seven earned profits, three s uffered 
losses and three had not started commerciaJ production. The 
financial results of aJl the 35 companies based on the latest 
available accounts is given in /\nnexure - 3. 

• Fina nce acco unts for th e year 1992 -93 is s till un d er 
fina lisation (December 1993). 
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1.2.3 . 1 Profits and dividend 

Profits of Rs. 101.83 crores earned by the seven 
companies during 1992-93 on total share capital of 
Rs.2448.86 crores as on 3 lst March 1993 worked out to 
4. 16 per cent as against 1.36 per cent of profit as on 

3 1.03. 199 1. 

Five companies declared dividend of Rs.17.11 crores. 
The return on share capital in the profit making companies 
was 5.06 per cent. On the total investment, the return 
worked out to 0. 70 per cent in 1992-93 compared to 0.32 

per cent in 1990-9 1. 

Due to non-finalisation of accoun ts, return on 
investment of Rs.150.41 crores in 22 companies could not 
be ascertained. 

1.2.3.2 Dividend 

The return on investment on share capital during the 
last three years were as follows : 

Return on investment 

1992-93 1991 -92 1990-91 

(Rupees in crores) 

Share capital 

Dividend 

2448.86 1979.73 

17.11 9 .10 

1.2.4 Loss making companies 

1635.34 

6.48 

Out of 35 companies, nine companies ha·ve 
accumulated loss of Rs.346.57 crores which exceeded their 

paid -up capital (Rs.49.67 crores) by nearly 7 times. 
Maximum amount of loss was suffered by Gujarat State 

~ Textile Corporation Limited for Rs.247.43 crores as on 3 lst 
March 1992, up to which year the accounts were finalised. 
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Out of the 18 loss m aking companies five companies 
suffered loss for s Lx years consecutively as follows 

Companies suffering loss for six years consecutively 
Name of lhe 
company 

Gujarat Slate Textile 
Corporation Limited (GSTC) 

Gujarat Water Resources 
Development Corporation 
Limited (GWRDC) 

Touris m Corpora tion 
of Gujara t Limited [fCGL) 

Gujarat S ta te Land 
Development Corporation 
Limi ted (GSLDC) 

Gujara t Stale Civil 
Supplies Corporat ion 

Limited (GSCSC) 

l\ccumula
led loss 

(Rupees 
in crorcs) 

247.43 

27. 11 

3 .50 

15.35 

6.40 

Suffering 
loss from 

(Year) 

1987-88 

1987 -88 

1987-88 

1987 ·88 

1987-88 

Capital 
eroded 

(per 
cent) 

6203.98 

14.50 

101.40 

1406.69 

The loss shown in GSCSC has been commented up on 
in Paragraph No.2A.9 of this Report. 

The follow ing three compa nies incurred loss of Rs.3.50 
crores during the year as compared to profit of Rs. 1. 73 -

crores in the previous year : 

Name of the Profit (+) Loss (-) 
company 199 1-92 1992-93 

(Rupees in crores) 

Guja rat Small Indus tries 
Corpora tion Limited (+) 1.58 (-)2.99 

Gujarat Slate Export 
Corporation Limited (+)0 .06 (-)0 .15 

Guja ra t Fisheries Develop-
m e n l Corporation Limited (+)0.09 (-)0.36 

(+)1.73 H3.50 
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1.2.5 Disinvestment 

During the year 1992-93 . the Government decided in 
principle to disinves t 20 per cent of ils h old ings in the 
Glljara t Industria l Inves tment Corpora tion Limited (G IIC). 
Detai led terms of dis investme nt have not ye t been worked 

out. Examining the feasibilily of privatising the public sector 
UJi.dertakings. so as to rnise new resources is included in 
the te rms of refe ren ce of th e S tate Fina nce Commission 

which was cons tituted in Octobe r 1992. The report. of the 
Commission in Lh is regard is awaited (December 1993). 

1.2.6 Profit making companies 

During t he year . seven companies earned pro fit of 
Rs. 10 1.83 c rores. Out of these compan ies. four com panies 

earned profit consecutively for the previous two years or 
more a nd decla red d ividend . As on 3 1s t March 199 1. the 
number of profi t making companies was s ix and the amount 
of p rofit earned by them was Rs.22.17 crores. The highest 
a m o unt o f p ro fit (Rs.64. 72 crores) d u ri ng 1992-93 was 
eanied by Gujar at Mine ra l Developmen t Corporation Limited 
(Q MDC). 

Free reserve and surplus were b u ilt-up in 6 companies 
for Rs .1 06.54 crores. In the case of GMDC the free reserve 
(Rs.82.48 c rores) is approxima tely 13 times of the pa id-up 
capi tal. The a uthorised capita l of this Compa ny is Rs. 50 
crores a nd the pa id-up capital was Rs .6.36 crores on 3 ls l 
Ma rch 1993. 

1.2. 7 Finalisation of accounts 

As on 30th September 1993. 22 companies out of the 
35 Government companies ha d not finalised the ir accounts 
as com pared to 24 compa;iies not fina lis ing their acco unts 

oh 30th September 1991 and the a rrears in fina lisation of 
accounts ranged from one year lo sbc years. Thus , results 
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on investments of Rs.150.41 crores in these companies 
could not be vouchsafed. The following table shows the 
Department wise distribution of the companies which were 
in arrears in accounts. 

Number of companies in arrears in accounts 

Department 

Industry & Mines 

Agriculture 

Others 

As on 

30.9.1991 

8 

10 

6 

As on 
30.9.1993 

8 

8 

6 

The delay in finalisation of accounts was reported 
quarterly lo t he Chief Secretary a n d the Finance 

Department. A detailed anaylisis of the delay in finalising 
accounts in the chronically arrears companies was included 
in the Audit Reporl (Commercial) 199 1-92, Government of 
Gujarat. 

There was Ji llie improvement in the position ?f 
clearance of arr ear during lhe year and the number of 
companies ln arrears had remained lhe same (22 companies) 
as of the previous year. 

1.2.8 6198 Companies 

There were seven companies covered under section 

6 l 9B of the Companies Act, 1956 as on 3 l st March 1993. 
Aggregate paid-up capital in these companies were Rs.134.9 1 
crores out of which Governmen t contribution was Rs.37.78 

crores. T h e net profi t earned in these companies was 
Rs.29.32 crores during the year 1992-93 and out of them 

d ividend was declared by two companies. The Govemmerit 
earned dividend of Rs. 10.43 crores during the year. The 
details of the paid-up capital. Government's sh are, working 
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results. etc., in respect of these seven companies as per the 
latest accounts are as follows : 

Working results of 6198 companies 
Name of company Accounting 

year 
Paid-up Profit(+) Investment by 

Gujarat Leather 
Indus tries Ltd. 

Gujarat Slate Machine 
Tools Corporalion Ltd 

Guja rat Industrial a nd 
Technical Consultancy 
Organisation Limited 

Gujarat State Fertilizers 
Company Limited 

Cement Corporation 
of Gujarat Ltd. 

The Ahmedabad Elect-
rlclty Company Ltd. 

Gujarat Power 
Corpora.Uon Ltd. 

capital /Loss(-) 

1991-92 1.50 

1992-93 0.53 

1992-93 0.20 

1992-93 60. 15 

1992-93 38.29 

1992-93 33.14 

1992-93 1.10 

during State Govern- Others 
the year Gover- ment 

runcnt company 

(Rupees in croresl 

0.77 0.73 

{+) 0. 10 0.41 0.12 

{+) 0.01 0.06 0. 14 

(+)61.41 25.28 34.87 

(-)39.80 8.27 30.02 

(+) 7.60 11.95 21.19 

0.55 .... 
1.2.9 In three companies liste d in Annexure-1, the 
Government had invested Rs.25 lakhs or more but these 
were not subject to audit by the Comptroller and Auditor 
General of India, as Government or Government owned/ 
controlled companies/corporations hold less than 5 1 per cent 
of the total share capital of the company. 

• 
•• 

.... 

•••• 

Represents profit of Rs.0.21 Iakh . 
Entire expenditure during the year was capitalised as it has 
to commence operations. 
As the accounts for the year 1992-93 have not been 
prepared , the figure of acco u nts 1991 -92 h ave b een 
considered. 
Represents contribution of Rs .0 .55 crores by Gujarat 
Electricity Board. 
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1.2. 10 Dire c tiv es to t h e Auditor s o f Gove rnme n t 
companies 

The Companies Act , 1956 empowered the Comptrol_ler 
and Auditor General of India lo issue directives to the 
auditors . of Government companies in regard to the 
pe rform ance of their fun ction s . In pursuance of t,.he 
directives so issued. s u pplementary reports of lhe auditors 
on lhe accounts of I 2 companies were received from October 
1992 to September 1993. The important defects pointed oul 
in these reports are summarised as follows : 

Nalurc of dcfccicncics Number of 
companies 
where the 

defects were 
noticed 

Absence of accounting manual 3 

Abse nce of system of ascertaining the Idle time 
of m achinery and labour 2 

Non -fixalion of limits of s tores and norms for the 
consumpt ion of raw-ma terial 3 

Absence of follow-up of action in respect of 
inte rna l audil reporl 

Absence of manual out-lining the scope a nd 
programme of internal audil work I 

Absence of effective syslcm of inlemal audit 2 

Absence of effective syslem of physical 
vcrficalion of s tores 2 

Non-preparation of detailed re\·enuc and capital. 
production and sales budgets 3 

Non-confirma tion of bala nces by debtors. 4 
bankers, et.c. -

Absence of action for debts acquired under 
Nationalisation Acl. 1986 3 

Non-m aintenance of plant, properly and cost 4 
n :cor·ds 

Inadequacy of accounting systems for obsolete/ 
non-moving inventories 3 

AbsC' ncc of proper purchase proced ure 

Non furnishing of information regarding 
rcalisa lion of debts 

14 

Reference 
to seria l 

number in 
Arm~"lffe-2 

5.15. 11 

11.17 

5 ,11 ,20 

13 

20 

17,26 

1.13 

13.20.26 

5. 11 . 
13,36 

13. 5 , 11 

20,17, 
26, 11 

5, 15, 17 

11 

26 



1.2. 11 Comments on the audited accounts 

Under Section 619(4) of the Companies Act. 1956 the 

.Comptroller a nd Auditor General of India has the right lo 

comme nt upon or s upplement the report of the Statutory Auditor. 

According ly. t h e a udited annual accounts of Government 

-companies a re reviewed on a selective basis. During the period 

from Octobe r 1992 to September 1993, accounts of28 companies 

were selected for review. TI1e net effect of the important comments 

as a result of such review was as follows : 

Details 

Decrease in profits 
Increase in profits 
Non -disclosure of 
material facts 

Number of 
accounts 

2 
2 

Mon etary 
effects. 

(Rupees in 
lakhs) 

42.31 
37.69 

1357.48 

The important errors and omissions noti ced in t h e 

course of the review of annual accounts, not pointed out by 

the Statutory Auditors are me ntioned be low : 

1.2. 11.1 Gujarat State Scheduled Castes Economic 

Development Corporation Limited 

(Accounts for th e year 1988-89) 

(a) Loans lo b eneficiaries : 

The particul ars whether loans a r e good, bad or 

doubU.u l a nd information regarding security as required 

und e r Part I o f Schedule VI, h ave n ot been given. 

Moreover, t h e reasons for m a king provisions of 

Rs.122.53 la khs as doubtful loans , is not clear. 
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1.2.11.2. Gujarat State Con struction Corporation Limited 
(Accounts for the year 1991-92) 

(a) The Corporation entered in a package deal with the. 
Government of Rajasthan, according to which a sum of 
Rs. 724. 70 lakhs (Principal : Rs.306. 78 lakhs and 
Interest : Rs.417.92 lakhs) was receivable. Out of this.
interest of Rs.247.37 lakhs relates to the period 1991-
92 which has neither been accounted for nor disclosed 
suitably. 

(b) Amount of claims awarded by arbitrator as on 3 1.3.92 
for Banswara was shown as Rs.407.06 lakhs against 
the factual position of claims of Rs.306. 78 lakhs. 

(c) The Company has not quantified the completed works 
for which final bills h ave not been raised by t he 
Company. The amount of such works was Rs.1257.20 
lakhs. 

1.2.11.3 Gujarat Mineral Development Corporation Limited 
(Accounts for the year 1992-93) 

Goods in process Rs .602. 79 lakhs includes closing· 
stock of met grade Oourspar of 8255 tonnes valued at 
Rs.7238.10 per tonne (Rs.597.91 lakhs) which consists of an 
opening stock of 2972 tonnes costing Rs.5984. 72 per tonne 
(Rs.177.87 lakhs) . Due to valuing the opening stock at a 
higher rate, the balance under stock in trade was overstated 
by Rs.37.25 lakhs. 

1.2.11.4. Gujarat Insecticides Limited 
(Accounts for the year 1990-91) 

Manufacturing, administration and selling expenses 
included Rs.24.57 lakhs being arrear payment for 1989-90. 
This has resulted in under statement of profit by Rs.24.57 
lakhs. 

16 



1.2.11.5. Gujarat State Seeds Corporation Limited 

Accounts for the year 199 1-92) 

a) Miscellaneous income (Rs.11.61 lakhs) was understated 

by Rs.6.61 la khs du e to n on-accountal of reven ue 

subsidy accrued and due from the Central Government 

under the National Scheme for Maintenance of Uuffer 

Stock o f Breeder Foundation a nd Certified Seeds 

Scheme. This has a lso resulted in understatement of 

profit for the year and s undry debtors, each by Rs.6.61 
Iakhs. 

'b) The ba lance under reimbursement of subsidy was over 

stated by Rs.5.06 lakhs due to taking credit of subsidy 

twice. This has resulted in understatemen t of advance 

fro m the Director of Agriculture in cur rent liabilities 

and overstatement of profit by Rs.5.06 lakhs. 

c) Inventory of groundnut (foundation - 92 183 Kgs. a nd 

cer tified seeds - 354145 Kgs. ) were valued at price 

which was lowe r than the costs and net r ealisable 

... val u e due lo valuation at incorrect rates. This has 

resulted in understatement of inventories and profit by 

Rs.6.51 lakhs. 

-1 .2. 11 .6. Gujarat Trans Receivers Limited 

Accounts for the year 1990-91) 

The accounts of 9ujarat Trans Receivers Limited for 

.he year 1990-91 were revised at the instance of audit. The 

-net effect on accounts after revision was increase in net loss 
-by Rs. 4.24 lakhs. 

17 
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1.3 Statutory corporations - General aspects 

1.3. l There were five Statutory corporations in the State as
on 3 l st March 1993. Some general aspects of these 
corporations are shown in the table below : 

Serial Name of the 
number Corporation 

1. Gujarat 
Electricity 
Board (GEB) 

2 Gujarat 
State Road 
Tra n sport 
Corporation 
(GSRTC) 

3 Gujuarat 
State 
Financia l 
Corporation 
(GSFC) 

4 Gujarat 
State 
Warehous ing 
Corporation 
(GSWC) 

5 Gujar at 
Industrial 
Development 
Corporation 
(GIDC) 

Statutory corporations 

Statute under 
which 
constituted 

Section 5( l) 
of Electricity 
(Supply) Act. 
1948 

Section 3 of 
Road Transport 
Corpo rations 
Act, 1950 

Section 3( l) 
of State 
Financial 
Corporation 
Act, 1951 

Section 28 of 
Agricultura l 
Produce 
(Deve lopment & 
Warehousing) 
Corporation 
Act, 1956 

Gujarat 
Industrial 
Development 
Act. 1962 

18 

Date of 
formation 

1st May 
1960 

1st May 
1960 

l st May 
1960 

December 
1960 
(started 

, 

functioning 
from 
Febmary 
1961) 

August 
1962 



-General aspects 

Audit 
arrangement 

Sole audit 
by C&AG 

Sole audit 
by C&AG 

Chartered 
'Accou ntants 
SAR issued 
by C&AG 

Chartered 
Accountants 
SAR issued 
by C&AG 

Year upto 
which 
accounts 
finalised 
(September 
1993) 

199 1-92 

1991 -92 

1992-93 

1991 -92 

Sole audit 1991 -92 
entrusted 

-to the C&AG 
upto 1996-97 

Separate Authority for 
Audit Repor t audit by the 
p laced in Comptroller and 
Legislatu re Auditor General 
upto (C&AG) 
the year 

1991-92 on Section 69 (2) of 
16th Au gust Electricity (Supply) 
1993 Act, 1948 

1991-92 on Section 33(2) of 
11th January the Road Transport 
1993 Corporation Act. 1950 

1991-92 on Section 37(6) of 
12th J anu ary the State Financial 
1993 Corporation Act, 

1951 

1991-92 on Section 31 (8) of 
19th J anuary State Warehousing 
1993 Corporation Act, 

1962 

1991-92 
on 
17th August 
1993 

19 

Section 19(3) of 
the C&AG's Duties, 
Powers and 
Conditions of 
Services Act, 1971 



1.3.2 Investment 

The lotal investmenl in these five corporations as on 
31st March 1993 was Rs.4895.93 crores. Out of lhis tolal 
investment, a s um of Rs .4354.20 crores was invested -in 

GEB. 
Ratio of investments in Gujarat Electricity Board 

and other Statutory corporations 

GEB 
4354.20 (89%) 

Rupees in crores 

/.}::}'{\=: ::=:::::::::::;:;:::; 

Other corporations 
541 .73 (11%) 

The amount of investment during the three years np 
to 1992-93 was Rs.1198.80 crores. On the sectorwise basis, 
lhe high esl amount of investment was in the energy sector 
both in te rms of total i1;westment a n d also in terms of 
investments during the last three years. 

Sector-wise investment in Statutory corporations 

Energy 
2972.18 (71%) 

Rupees in crores 

20 

Agric'ulture 
2.80 (0%) 

Financial services 
737.22 (18%) 

Industries 
171 .85 (4%) 

Transport 
290.39 (7%) 



1.3.3 Profitability 

All the corporations earned profil during the year for 

a total a mount of Rs. 79.66 crores compared to profit of 
Rs.7 .00 crores during 1990-9 1 by four corporations . 

1.3 .4 Guarantee on loans 

The Slate Gove rnment stands guarantor for the loans 
r a i sed by t hes e corporation s . As on date , loans of 

Rs.4438.89 crores raised by the corporations h ave been 

guaranteed by the Govemmenl. 

1.3.5 De lay in finalis ation of accounts 

Out of the five corporations, only GSFC has completed 

the ir accounts up to 1992-93. 

As per Section 69 (4) of the Electricity Supply Ac t, 

1948 rea d with the e lectricity Supply (Annua l Accounts) 

Rules, 1945, lhe Slate Electricity Board h as to submit its 
fina l accounts duly cerlified to th e Central Eleclric ity 

Authority (CEA) a nd lo the State Government withi n s ix 
m onths from the closure of t he fin a n cia l year i.e ., by 

September 30. There was considerable delay in ad option of 

accounts during the las t two years which u ltima tely delayed 
the submission of accounts. Du ring the year 1990-9 1, the 

accounts wer e delayed by 376 days and in 199 1-92 the 

accounts were delayed by 272 d ays . The accounts of 1992-

93 due in September 1993 have not yet been fina lised 

(December 1993). The d"lay was brough t to the notice of the 
Board demi-officially on several occasions . The matter was 

also personally discussed with sen ior management of th e 
Boa rd . 

Gujarat Ind us t ri a l Development Corporation has not 

pre p ared a n d s u bmilled accounts fo r 1992-93 so fa r 
(December 1991). 
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1.3.6 Subsidy 

The Government gives subs idy to the corpora tions for 
specific schemes or programmes to be executed by them and 
also for general p urposes like lhe agricultura l subsidy given 
to the GEB. During the year, n on-specific su bsidies given by 
the Government lo the GEI3 amounted to Rs.666.64 crores 
out of whic h Rs.56 1.1 8 crores we re g ive n as agricultura l 
s ubs idy for con cessio n a l tar iff san c ti o n e d l o the 
agricu lluris ls on h orse-power basis . The amount of subsidy 
given by the Government lo the 2 corpora tions (GEB and 
GS RTC) during las t three ye a rs a mounted to Rs. 1769.72 
crores out of which Rs. 1589.97 crores was given to G EB. 

In the case of GSRTC, a lth ou gh there was operating 
Joss, the Corpora tion showed profit afte r ta king into accou nt 
the s ubs idies given by the Government as n on-operating 
revenue. 

1.3. 7 Recovery performance 

The ma in sou rce of earning for the co rporation s liK:e 
GEB a nd GSWC is the recovery on account of sale of 
electricity and power and ren t from their cons ume rs and i_n 
c ase of GS FC a n d GIDC the m a in source is recovery of 
Joa n s san ctioned t o the be n e fi c ia ries like Joan ees a nd 
allottees. A review of the accounts up lo 1991-92 in respect 
of these corporations shows that the following amounts were 
recoverable: 

1989-90 1990-9 1 1991 -92 

(Rupees in crorcs ) 
Gujarat State 
Electricity Board 

339.80 3 74.7 1 4 58.77 

Gujarat Stale Ware- 1.49 1. 6 1 1.23 
housing Corporation 
Gujarat State 4 16.85 496. 77 592.3 7 
Financial Corpora tion 
Gujarat Industrial 60. 72 6 7 .63 7 1.55 
Development Corporation 
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An analysis of the recoveries indicates that recoverable 
:unounts increased significantly in all the above corporations 
~xcepl GSWC. The dues of Rs.458. 77 crores in case of GEB 

·epresented 87 days turnover. 

The working res ults of the statutory corporations for 
.he ·1atest year for which accounts h ave been finalised are 

mmmarised · in A nnexure- 4. Salient points about t he 
:i.ccounls a nd performance of these corporations are given 

Jelow in paragraphs 1.4 to 1.8. 

11.4 Gujarat Electricity Board 

• .4.1 The capital requirements of the Board are met by way 
if loans from Government, the public, the banks and other 

-inancial institutions. 

The aggregate of long-term loans including loans from 
}overnment obtained by the Board a nd outstanding as on 

-Hst March 1992 was Rs.4,354.20'" crores and represented 
m increase of Rs .430.80* crores (10 .98 per cent) on the 
ong-tenn loans of Rs.3 ,923.40 crores outstanding at the end 

if the previous year . 

.. 4.2 The Government h ad guaranteed the repaym ent of 
oans ra ised by the Board and paymen t of interest thereon. 
' he amount of principal guar a nteed and outstanding 
~uarantees as on 3 l st March 1992 was Rs. 1958.99 crores . 

.. 4 .3 The financial posiUon of the Board at the close of the 

This includes Rs.355. 77 crores being interest accrued a nd 
due on Government and other Joans. 
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three years up to 199 1-92 is given in lhe following table 

Financial position of Gujarat Electricity Board 

-
1989-90 1990-9 1 199 1-92 

{Rupees in crorcs) 

Liabilities 

Loan from Government 2286.20 2745.49 2972.18 

Other long-tc1m loans {Including bonds) 990.30 l 177.91 1382.02 

Reserves and surplus 203.49 335.78 447.26 

Current liabililies a nd provisions 1370.63 1498.64 # 1785.34 

Total -1 850.62 5757.82 6586.80 

Assets 

Gross fixed assets 2624.93 3232.53 3937.05 

Less : Deprcc taUon 591.15 682.03 795.44 

Net f1Xcd assets 2033.78 2550.50 3 141.6 1 

Capital works-in-progress 954.60 870.54 726~74 

Current assets. investments miscellaneous 

expenditure including deficits 1862.24 2336.78 2718-45 

Total 4850.62 5757.82 6586.80 

Capital employed## 2183.45 29 14.25 3696.74 

Capital invested ### 2968.96 3587.22 4195.59 

# Includes Rs. 0 .06 crore being amount due for repayment bu 

n ot repaid to bond/ debenture holders due to non-productior 
of bonds/debentures. 

## Capit al employed represents n et fixed asscls ( excludin~ 

works-in-progress) plus working capital. 

### Capital invested represents long-Lenn loans plus free reserveE 
less accumula ted losses. 
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1.4.4 The working resu lts of the Board for three years up 
to 199 1-92 are s u mmarised below 

Working results of Gujarat Electricity Board 

Revenue receipts 

Subsidy / Subvention from Government 

Revenue expenditure 

Gross surplus [+)/de ficit (-) for the year 

Prior period adjustments 

Net surplus(+)/defielt(-l 

Total return on 
- capital employed 
- capital inves ted 

Percen tage of re turn on 
- capital employed 

- capital invested 

1989-90 1990 -9 1 t 99 1-92 

(Rupees In crorcs) 

1180.35 1308.63 1684.87 

392.04 544.86 676.68 

1572.39 1853.49 2361.55 

1574.23 1764.69 2286.35 

(-) 1.84 (+)88.80 (+)75.20 

(+) 10.95 Hl 1.48 (-)5.71 

!+)9. 11 (+) 100.28 (+)69.49 

168.99 300.97 326. 12 
15 1.64 275.42 305.41 

7.7 10.3 8.8 

5. 1 7.7 7.3 

1.4.5 The S epa rate Audit Report on t he accounts of the 
_ Board for the year 199 1-92 indicated net overstatement of 

surplus to the extent of Rs.5. 10 crores . 

1.4 .6 The following table indicates the operalional performance 
of the Board for the three years up to 199 1-92 : 

* 

Particula rs 1989-90 1990-9 1 199 1-92 
I 2 3 4 

Installed capacity (MV .. 1 
(a) Them1al* 3329.0 3399.0 3609.0 
(b) Hydro 365.0 425.0 425.0 
(c) Gas 54 .0 54.0 54.0 

Total 3748.0 3878.0 4088.0 

This docs not include Lhc Board·s share of 190 MW capacity 
of Tarapu r Atomic Power Station a nd 522 MVV of National 
Thennal Power Corporation projects. 
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Nom1al Maximum demand 

Power generated 

(a ) Thermal 
(b) Hydro 
(c) Diesel set 
(d) Wind Farm 

2 

3755.0 

16193.692 
997.106 

0.206) 
0.428) 

3 4 

4065.0 4277.0 

(MKWH) 

15907.000 17286.000 
1524.000 834 .000 

1 1 

Total 1719 1.432 17432.000 18 121.000 

Less : Auxiliary 
consumption Including trans mission loss 1781 . 784 
(percentage) ( 10.4) 

1774.000 
(10.2) 

1793.000 
(9.89) 

Net Power generated 

Powi;r purchased 

15409.648 15658.000 16328.000 

Total power available for sale 

Power sold 

Transmission & distribution losses 

Load Factor (Percen tage) 

3619.241 4858.000 6 159.000 

19028.889 20516.000 22487.000 

14825.970 15993.000 173 19.000 

4202.9 19 4523.000 5168.000 

60.4 57.7 57.0 

Percentage of trans mission & distribution 
losses lo total power available for sale 22.09 

Number of villages/towns electrified 18152 

Number of pump sets/wells energised 437660 

Number of sub-stations 387 

Transmission/distribution lin es {in kms ) 

(a) High/ mediu m voltage 

(b) Low Voltage 

Connected load (in MW) 

Number of consumers 

Number of employees 

Tota l expenditure on staff during lhe 
year (Rupees in crorcs) 

Percentage of expenditure on staff 
lo total revenue expenditure 

Unils sold 

(a) Aglicu!t.ure 
(Percentage share to total units s old) 

(b) Industrial 
(Percentage share lo total units sold) 

(cl Commercial 
(Percentage share to tota l units soldl 

26· 

122 130 

136894 

9203.86 1 

4715346 

43022 

164.97 

10.5 

5144.950 
(34.6) 

5973. 100 
{40.3) 

322.980 
(2.2) 

22.05 

18 174 

462723 

401 

124203 

140271 

9890 .696 

5039465 

43454 

211.74 

12.0 

22.98 

18240 -

486494 

440 

129270 

147304 

11047.000 

5283453 

44420 

245.00 

10.72 

{MK W HJ 

5670.000 6959.000 
{35.4) (40.2) 

6351.000 6410.000 
{39.7) (37.0) 

355.000 386.000 
(2.2) (2.2) 



2 3 4 

(d) Domestic 1226.380 1353.000 1502.000 
(Percentage s h:ire lo total u nits sold) (8.3) (8 .5) (8.7) 

(e) Others 2 158.560 2264.000 2062.000 

(Percei:itagc s hare to total u nits sold) (14.6) (14.2) ( 11.9) 

Total 14825.970 15993.000 173 19.000 

(a ) Revenue (Paise per KWH) 
(excluding subsidy from Governmen t) 79.61 8 1.80 97.28 

(b) Expenditure# 95.83 98.67 118.72 

(c) Profi t (+)/Loss (-) (-) 16.22 (-) 16.87 (-) 2 1.44 

(d) Average subsidy claimed from 
Government (in rupees) 0.26 0.34 0.39 

(c) Average interest charges(ln rupees) 0.104 0 .117 0 .133 

(i) The Pla nt Load Facto r (PLF) in 199 1-92 h as gon e 
d own to 57.0 fro m 60.1 in 1989-9 0 . As pe r n orm 

prescribed b y lhe CEA , the Board was expec led to 
achieve PLF of 68. Had the norm in PLF was achieved 

there would be additional genera tion of electricity by 

3336 MKWH . Allowing a 9 p e r cent a uxilia ry 
con s umptio n a nd 15 p er cent Tra n s missio n a nd 
Dis trt ulion (T&D) loss, 258 1 MKW of electricily would 

thus h ave been available for s ale , earni ng add itional 

revenue of Rs.25 1.08 crores at the rate of 97.28 paise 

per KWH. 

(ii) The T & D loss increased to 22.98 per cent in 1991-9 2 

from 22.09 per cent in 1989-90 . The norm of T & D 

loss as per CEA is 15 per cent. T & D loss above the 

# Inclusive of lola l depreciation for the year but excluding 
interest on loans. 
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n orm m eant loss in revenue of Rs. 1 74.61 c rores 

calculated al th e rate of 97.28 pa ise per KWH. 

(iii) At the instance of audit GEI3 had effected recoveries of 

Rs.18.60 lakhs during the year 1992-93. 

1.5 Gujarat State Road Transport Corporation 

1.5. 1 Under Section 23( 1) of the Road Transp ort 

Corporalions Act, 1950, lhe Stale Government and Central 

Government had agreed to contribute to lhe capital of the 

Co rporation in the r a tio. of 2: I . The capital of the 

Corporation as on 3 1st March 1992 was Rs.388 .64 crores 

(Slate Governmen t : Rs.290.39 crores. Central Government 

: Rs.98.25 crnres) as against lhe capital of Rs.370.96 crores 

(Stale Govern men t Rs .276.44 crores. Centra l Government 

Rs.94.52 crores) as o n 31st March 199 1. The s hortfall in 

the capital con tribution of the Central Government as on , 
3 1s t March 1992 was Rs.46.95 crores. The Central 

Government had declined lo contribute Rs .26.87 crores for 

lhe period from 1985 -86 to 1988- 89 for want of 

sa ti sfactory perform a n ce of the Corpo ra ti o n . The 

Gove1-nrne n t decided not to purs u e the remaining clai m. 

During the year 199 1-92 the Corporation received Rs. 13. 96 

c rores from lhe Slat e Government and t h e Central 

Government had released Rs .3. 72 crores towards capital 

contrib ution . 

1.5.2 The Government had a lso given guarantees for the 

repayment of loans raised by the Coq:ioration and payment · 

of interest thereon. A s on 3 1st March 1992 amount of 

s u ch guarantees and loans ou tstanding t.he reagainst was 

Rs .3.30 crores . 
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1.5.3 The following table summarises the financial position 

of lhe CorporaUon al lhe close of each of lhe lhree years up 

to 199 1-92. 

Financial position of Gujarat State Road 
Transport Corporation 

1989-90 1990-91 199 1-92 

(Rupees In crorcs) 

Liabilities 

Capital 329.26 370.96 388.G4 

Borrowings 5 1.59 69.28 45.63 

Funds • 0.24 0.24 0 .27 

Trade dues and o ther current liabilities 
(including provisions ) 120.18 74 .35 105.01 

Total 501.27 514.83 539.55 

Assets 

Gross Block 286.00 313.64 360.27 

tcss : Depreciation 178.87 182.63 210.34 

Net fixed assets 107.13 131.01 149.93 

.Capital works-in-progress (including 
cos t of chassis) 15.96 14. 15 13.5 1 

lnveslments O.OG 0.06 0 .05 

Current asscls, loans and advances 88.10 82.84 88. 16 

Accumula lcct losses 290 02 286.77 287.90 

Total 501.27 5 14.83 539.55 

Capital employed•• 79.85 139.54 133.08 

Capital invested ... 90.83 153.47 146.37 

Excluding deprecia tion fund . 

•• Capital e mployed represents n et fixed assets (excluding 
works-in-progress) pus working capital. ... Capital invested represents capital contribution plus long
term loans and free reserves less accumulated losses. 
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1.5.4 The working resulls of the Corporation for lhe three 
years u p to 199 1-92 are summarised below : 

Working results of Gujarat State Road 
Transport Corporation 

I 989-90 1990-9 1 I 991-92 

{Rupees in erores) 
Operating 

(a) Revenue 360.14 390.9G 470.25 

{bl Expenditure 404.47 449.25 500.75 

{c) Surplus{+)/Deficit (-) (-)44.33 (-)58.29 (-)30.50 

Non-operating 

(a) Revenue 57.81 74.29 45.85 

(bl Expenditure 7.26 11.70 13.61 

(cl Surplus (+)/Deficit (-) (+)50.55 (+)62.59 (+)32.24 

Total 

(a) Revenue 4 17.95 465.25 5 16. 10 

(b) Expenditure 411.73 460.95 5 14.36· 

[c) Net Profit (+)/Loss (-) [+JG.22 (+)4 .30 (+) 1.74 

Interest on capital and loans 7 .20 11.58 13.50-

Total return on 

- Capital employed 13.42 15.88 15.25 

- Capital Invested 13.42 15.88 15.25 

1.5.5 The major observations made in the Separale Audit 
Repor t on the accounts of the Corporation for lhe year 
1991-92 indicated overstatement of net profit for the year by 
Rs .379.68 lakhs. 

The Corpora tion had incurred loss on operational 
results for a ll the three years up to 1991 -92 and il was 
able t o show profit of Rs.6.22 crores, Rs.4.30 crores a nd 
Rs.1.74 crores for the three years u p to 1991 -92 only after 
taking into account Government grants etc. as non-operating 
revenue. 
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l .5.6 The following lable indicates lhe operational 
performance of the corporation for lhe lhree years up to 
199 1-92: 

Performance of Gujarat State Road Transport Corporation 

1989-90 1990-91 1991-92 

Average number of vehicles held 7882 8 132 8206 

Average number of vehicles on road 6816 6733 6985 

Percentage of utilisation 86.5 82.8 85.2 

Number of routes operated at the 
end of the year 16257 15631 16492 

Rou te kilometres 879525 857943 922224 

Kllomelres operated (ln lakhs) 

(a) Gross 7932.41 7795.49 8266.55 

(b) EITecUve 7848.76 7_713.35 8192.60 

(c) Dead 83.65 81.94 73.95 

Percentage of dead kilometres to 
gross kilometers 1.05 1.06 0.90 

Average kilometres covered per 
bus per day 3 18.3 3 16.6 322.60 

Average operating revenue per 
kilo-metre (Paise) 459 507 574 

Increase in operating revenue per 
kilometre over previous year's 
income (per cent) 5.03 10.45 13.21 

' 
Average expenditure per kilometre (paise) 5 15 582 6 11.23 

Increase in operating expenditure per 
kilo-metre over previous year's expenditure 
(pe r cen6 I2.2 13 4.98 

Loss per kilometre (pa ise) 56 76 37.23 

Number of operating depots 126 128 130 

Average number of break-down 
per la kh kilometres 5.2 5.4 4 .6 

Average number of accidents per 
lakh kilometres 0 .33 0 .33 0.30 

Passenger kilometres operated 
(in c rores) 3302.35 3 163.69 3224.86 

Occupancy ratio 70.2 68.2 65.16 

Kilometres obtained per litre of : 

(a) Diesel Oil 4 .95 4.98 5.02 

(b) Engine oil 1226 1275 1418 
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1.6 Gujarat State Financial Corporation 

1.6. 1 The paid-up capital of the Corporation as on 31st 

March 1993 was Rs.65.90 crores (Slate Government : 

Rs.43.39 crores, Industrial Development Bank of India : Rs." 

22. l 0 crores and others: Rs. 0 .41 cro re) as against 

Rs.57.30 crores (Stale Government : Rs .34.79 crores,_ 

Industrial Development Bank of India : Rs.22.10 crores and 

oth ers : Rs .0.41 crore) as on 3lsl March 1992. 

The Government had guaranteed lhe repayment of 

s ha re capital of Rs .63.50 crores (excluding specia l share 

capital of Rs. 1.40 crores) under Section 6( 1) of the State 

Financial Corporations Act. 1951 and payment of minimum 

dividend thereon at the rate of 3.5 per cent on Rs . 13.20 

crores (excluding special s hare capita l of Rs. 1.40 crores) 

and 7.5 per cent on Rs.50.30 crores, except on the sh ares 

issued under Section 4A of Stale Financia l Corporations 

Act, 195 1. 

The Government had a lso guaranteed repayment of 

locrns (raised through bonds, debentures and fD(ed deposits. 

etc.) of Rs.425.65 crores. Principal amount outstanding 

thereagainst as on 3 1st March 1993 was Rs.295.29 

crores. 

1.6 .2 The following table summarises lhe financial position 

of the Corporation at the end of each of lhe lhree years 

up lo 1992-93. 
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Financial position of Gujarat State Finanicial Corporation 

1990-9 1 1991 -92 1992-93 

(Rupees In crores) 
Liabilities 
Paid-up capital 

Reserve fund and other reseives 

Borrowings 
(1) Bonds and Debentures 
(ii) Fixed Deposits 
(Iii) lndusllial Development 

Bank of India and Small 
Indus tries Development 

51.80 

13.02 

205.95 

Bank of India 222.05 

(iv) Reserve Bank of India 

(v) Loan towards s hare capital 

{a) Stale Government 8.03 

(b) Indus llial Development 
Bank of India 8.22 

(vi) Others (Including Slate Government) 2.85 

Other Liabilities and provisions 

Total 
Aase ta 
Cash and Bank balances 

lnveslments 

Loans and Advances 

Net fixed assets 

Other assets 

Total 

Capital employed (A) 

Capltal invested (B) 

12.08 

524.00 

19.34 

0 .68 

495.21 

0 .94 

7.83 

524.00 

469.97 

502.60 

57.30 

12.97 

243.45 

283.35 

4 .50 

8 .03 

8.22 

2.85 

19. 11 

539.78 

33.14 

0 .72 

592.37 

1.37 

12.18 

639.78 

566.29 

610.58 

65.90 

14.24 

282.77 

335.52 

9.75 

8 .03 

8.23 

6.60 

29.21 

760.25 

42.17 

0.28 

702.43 

1.45 

13.92 

760.25 

675.85 

719.98 

(A) Capital employed represents the mean of the aggregates of 
opening and closing balances of paid-up capital, reserves 
(other than those which have been funded specifically arid 
backed by investments outside). bonds , deposits and 
borrowings (including refinance). 

(B) Capital invested represents paid-up capital plus long-term 
loans plus free reserves. 

.. 
H-592/ 3. 
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1.6.3 The following table gives details of the working results 
of the Corporation for the three years up to 1992-93 : 

Working results of Gujarat State Finanicial Corporation 

1990-91 1991-92 1992-93 

Income (Rupees In crores) 

(a) Interest on loans 50.06 61.59 77.60 
(b) Other Income 2 .67 5.4 1 7.66 

Total 52.73 67.00 85.26 

Expenses 
(a) Interest on long-term loans 36 .63 46.22 60.74 

(b) Other expenses 15.37 18.8 1 22.25 

Total 52.00 65.03 82.99 

Profit before tax 0 .73 l.97 2.27 

Provision for tax o .21 0.60 0.70 

Other approprtaUons 0.40 1.00 0.95 

Amount available for dividend (Ml 0.12 0.37 0.62 

Dividend 2.93 3.48 3.69 

Total return on 
- Capital employed 37.36 48.19 63.01 
- Capital Invested 37.36 48. 19 63.0 1 

Percentage of return on 
- Capital employed 7.9 8.5 9.3 
- Capital Invested 7.4 7.9 8.7 

1.6.4 Analysis of receipts an d disposal of application of 
loans an d recovery performance shows that during 1992-93 , 
195 1 a p plications (Rs.2 19. 74 c r ores) were s anctioned 
compared to 2205 (Rs.2 15 .34 crores) in 1990-91 and loans 
of Rs. 180.57 crores were disbursed (22 16 cases) compared to 
Rs. 132.38 crores (1753 cases) in 1990-91. Amount due for 
recovery at the en d of 1992 -93 was Rs. 195.55 crores 
(Principal Rs.97.65 crores and interest Rs .97.90 crores) as 
compared to Rs . 128.82 (Principal Rs.66. 16 crores a nd 
interest Rs.62.66 crores) at the end of 1990-91 . Percen tage 
of default in repayment increased from 25.7 per cent at the 
end of 1990-91 to 27 .2 per cent at the end of 1992-93. 

(AA) Includes refund of income tax for earlier years, surplus carried 
from previous years and adjustment of previous years. 
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Partywise break-up of amounts overdue for recovery in 
instalments of principal and interest as on 31st March of 
1991, 1992 and 1993 were not compiled by the Corporation . 

Out of the outstanding loan of Rs. 720.18 crores as on 
3 lst March 1993, Rs.195.55 crores (including in terest of 
~.97 .90 crores whi~h fell due for recovery) were in arrears 
a t the end of the year. The percentage of overdue amount 
to the total o u tstandin g which was 22.6 in 1991-92 
increased to 27.2 in 1992-93. 

1. 7 Gujarat State Warehousing Corporation 

1.7.1 The paid-up capital of the Corporation as on 3 lst 
March 1992 was Rs.2 .50 crores (equally contributed by the 
State Government and Central Warehousing Corporation) . 

1.7 .2 The following table summarises the financial position 
of the Corporation at the end of each of the three years up 
to 1991-92: 

Financial po~ition of Gujarat State Warehousing Corporation 

.-
** 

1989-90 1990-9 1 1991 -92 

Liabilities (Rupees in crores) 
Paid-up capital 1.91 2.50 2.50 
Reserves and Surplus 3.67 3 .91 4.03 
Borrowings 0.37 0 .32 0.30 
Current liabilities and provis ion 1.59 1.56 1.64 

Total 7.54 8 .29 8 .47 
Assets 
Gross Block 5.45 5.82 6.02 
Less : Depreciation 0 .96 1.14 1.31 
Net fixed assets 4 .49 4 .68 4.71 
Capital works- in-progress 0.25 0 .07 0.51 
Current assets, loans and advances 2.80 3 .54 3.25 

Total 7.54 8 .29 8 .47 
c. Capital employed• 5.95 6 .66 6.32 
D. Capital invested•• 3.92 4 .56 4 .57 

Capital employed represents n et fixed assets excluding 
capital worl;cs-in-progress plus working capital. 
Capital invested represents paid-up capital plus free reserves 
plus long-term loans less accumulated losses. 
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1.7.3 The following table summarises the working results of 

the Corporation for the three years up to 1991-92 

• 

Working results of Gujarat State 
Warehousing Corporation 

1989-90 1990-91 199 1-92 

Income 

(a) Warehoµsing charges 

(b) Other income 

Total 

Expenses 

(a) Establishment charges 

(b) Other expenses 

Total 

Profit before tax 

Other appropriations 

Amount available for 
dividend 

Dividend for the year 

Total return on 
- capital employed 
- capital invested 

Percentage of return on 
- capital employed 
- capital invested 

(Rupees in crores) 

l.20 

0.47 

l. 67 

0.74 

0 .89 

l.63 

0.04 

0.01 

0.46 

0.07 
0 .07 

1.2 
1.8 

l.66 

0.43 

2 .09 

0.93 

0 .82 

1.75 

0 .34 

0.08 

. 0.26 

•0. 12 

0.39 
0 .39 

5.8 
8 .5 

1.50 

0.71 

2.2 1 

0 .99 

0 .92 

1.91 

0 .30 

0.07 

0.23 

0.17 

0 .34 
0.34 

5.4 
7.4 

Includes dividend of Rs.1.91 lakhs declared for the year 
1989-90. 
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1.7.4 The t able be low indicates the performance of the 
Corporation for the three years up to 1991-92: 

P~iformance of Gujarat State Warehousing Corporation 

1989-90 1990-91 1991-92 
Number of stations 
covered 57 58 57 
Storage capacity created 
up to the end of the year 
(Tonnes in lakh s) 
(a) Owned 1.32 1.40 1.41 
(b) Hired 0.37 0.26 0.21 

Total 1.69 1.66 1.62 
Average capacity u tilised 
during the year 
(Tonnes in lakhs) 0.94 1.14 1.04 
Percentage of utilisation 55.6 66.4 63.2 
Average revenue per tonne 
per year (Rupees) 177.6 184.4 213.2 
Average expenses per 
tonne per year (Rupees) 173.6 154.2 184.4 

1.8 Gujarat Industrial Development Corporation 

1.8. l The capita l requirements of the Corporation a re 
provided in th~ form of loans from the State Governmen t, 
the public, the banks and other financial institutions. 

The aggregate long-term loans (including loans from 
Government) obtained by the Corporation was Rs .137.85 
crores at the end of 199 1-92 and represented a decrease of 
Rs. 7 .44 crores (5 .1 per cen~ on the long-term loans at the 
end of 1990-91 (Rs. 145.29 crores). 

The Government gave subsidy of Rs.4.11 crores up to 
31st March 1992 to the Corporation for development of rural 
industrial estates and for implementing the schemes for 
providing employment to educated unemployed persons and 
other schemes sponsor~d by Government. Out of the total 
subsidies received up to 199 1-92, Rs.1.05 crores remained 
}-mutilised or unadjusted as on 31st March 1992. 
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1.8.2 The Government had guaranteed the repayment of 
loans raised by the Corporation to the extent of Rs. 79.38 
crores and the payment of interest thereon. The amount of 
principal guaranteed and outstanding as on 3 lst Mar~h 
1992 was Rs.71.44 crores. 

1.8.3 The table below summarises the financial position of 
the Corporation at the end of each of the three years up lo 
1991-92 : 

• 

•• 

Financial position of Gujarat Industrial 
Development Corporation 

1989-90 1990-91 1991-92 

Liabllities (Rupees in crores) 
Loans 147.34 145.29 137.85 
Subsidy from Government l.07 l.07 l.05 
Reserves and surplus 19.03 28.63 41.32 

Receipts on capital account 142.85 171.58 195.36 
Current liabilities and provisions 
(including deposits) 49.62 55.90 60.43 

Total 359.91 402.47 436.01 
Assets 
Gross Block 2.46 2.75 2.92 · 
Less : Depreciation l.35 l.63 l.90. 

Net fixed assets l.11 l.12 l. 02 
Capital expenditure on development 
of industrial estates etc. 241.51 245.96 257.36 

Investments 0.11 0.09 0.10 
Other assets 116.95 155.08 177.37 

Miscellaneous expenditure 0.23 0.22 0.16 

Total 359.91 402.47 436.01 
Capital employed• 301.25 328.43 361.07 
Capital invested•• 166.37 173.92 179. 17 

Capital employed represents the mean of aggregate opening 
and closing b a lances of reserves and s urplus, s ubsidy from 
Government, b orrowings and receipt on capital account. 

Capital invested represents Jong-term Joans plus free reserves . 
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1.8 .4 The working results of the Corporation for the three 
years up to 1991-92 are surrunalised below: 

Working results of Gujarat Industrial 
Development Corporation 

Revenue Receipts 

Net expenditure after capitalisation 

Excess of Income ove r expenditure 
Provision for replacement & renewals 

Net surplus 
Total return on 

- capital employed 
- capital Invested 

Percentage of return on 
- capital employed 
- capital Invested 

1989-90 1990-91 1991-92 

(Rupees In crores) 

39.31 46.90 54.43 

34.24 

5.07 
5.06 

0 .0 1 

17.07 
17.07 

5.7 
10.3 

37.29 

9.61 
9.58 

0.03 

16.69 
16.69 

5. 1 
9.6 

41 .75 

12.68 
12.53 

0 . 15 

16.94 
16.94 

4 .69 
9.45 

1.8.5 The following table indicates the performance of the 
Corporation for the three years up to 199 1-92 : 

Performance of Gujarat Industrial Development Corporation 

1989-90 1990-9 1 1991-92 

Number of estates 175 185 193 

Area (Hectares) 
(a) Acquired 14658.80 14885. 14 15011.55 
(b) Developed 9422. 18 9762.70 10009. 15 
(c) Allotted 6549.43 6947.66 7286.18 

S heds (Numbers) 
(a) Con structed 11247 11594 11881 
(b) Allotted 10752 11 192 11472 

Housing Quarters 
(a) Con structed 11 514 11598 11847 
(b) Allotted 9929 10 110 10359 

Percentage of . 
(a) Area developed to area acquired 64.3 65.6 66.7 
(b) Area allo tted to area developed 69.5 71.2 72.8 

(c) Sheds a llotted to 
sh eds constructed 95.6 96.5 96.6 

(d) Quarters allotted to 
quarters constructed 86.2 87.2 87.4 
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1.8.6 The following omissions were pointed out in the 
Separate Audit Report on the accounts of Gujarat Industrial 
Development Corporation for the year 1991-92 : 

(i) Current liabilities and provisions : 

Current liabilities - Sundry deposits Rs.880 .93 lakhs 

The above balance was overstated by Rs.21.29 lalVis 
due to inclus ion of the fo llowing subsidies, though they 
were requi r ed to be shown under ·subsidy from 
Government" 

Central cash subsidy 

Central cash subsidy for Effluent 
Treatment Plant, Ankleshwar 

Central cash subsidy for Effluent 
Treatment Plant, Vapi 

Total 

(Rupees in la khs) 

1.29 

10.00 

10.00 

21.29 

This had resulted in over-statement of 'Sundry deposit' 
and under statement of 'Subsidy from Government' by 
Rs.21.29 lakhs. 

(ii) Fixed and other assets 

Towards cost of land development of industrial estates 
: Rs. 23,071.33 lakhs (Schedule 'B') 

The above balance was overstated by a n amount of 
Rs.306.8 1 lakhs being the cheques issu ed during the period 
between October 1991 and March 1992 for land payment 
but they were cancelled and subsequently iss ued after 
March 1992. This h ad resulted in corresponding under 
statement of 'Liabilities and Capital Expenditure· on the 
liability s ide to the same exten t. 
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REVIEWS RELATING TO 
GOVERNMENT COMPANIES 
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CHAPTER - II 

SECTION - 2 

· REVIEWS RELATING TO GOVERNMENT COMPANIES 

This chapter contains: 

2A A review on the working of Gujarat State 
Civil Supplies Corporation Limited 

2B A review on inves tments of surplus funds 
by Government companies and Statutory 
corporations 

SECTION 2A 

Gujarat State Civil Supplies Corporation Limited 

[lflt•t••• 
111111111111 

lill\ta\flali 
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··::"·'· ··=·=· ::::.-;:::· •'.'.•'.·:·:: .. · ... ;:··. ·.;.··,· ·:::;::/·:::=· j·;. 

~:~::ti:~:;r;:gt'".!d~~~~::!~:f 1~f f &~1l'.f 7rr~~r~~:t 
phlod/:=:" '· . •·,:,/\ :/}} :.,: · :@<· .· :;;:, ·:. ·,'\;-/;:::ft · ){:') ·· :'.::.,,., ''' ' ' ::/ :: 

:: ~~tUn;~i:r~J~ay~f,~~I~:J'~E~~:iT.~~~~\e~~~~~~~fai 
, in leres( of Rs. l .11.46 .Jakhs to lhe Company_ on:· the:·\ 
•· blocked. fund~ ro;·: the fpeno<l &~ill :: i9$E>:ai'.'. t~ :· "'1991-92 . ... : ::n: 

. . .·.. . ·. , . ·· .. { 

· .. > Due to· delay in, lodging ,,. clajm~ .wHh <.;eguc?:bon :< 
d.epart~ent for supply_ of wheat.". lhe : ~cimpany ·~·~stiiined ::t 

: Interest· los$ of Bs.32.24 · lakhs :, .. on ,;bl~)cked am·oui:it of/ 
Rs.1634.48 lakhs during lhe period from December i 9~o ."! 

. to ·Feb1\1:-1nr ' 199 L '' :: • .·,·.· :t · ·• -J .. ·::: 

The Company did. not take .. inlo account overheads ,, 
'· . ~n. account hr tnt~re5t trahsit · and ·:goctown ki'~ses .· anci:=-.:;,, 

aclmlnistrat)ve expense~ wh_ile . fixing ;.the .· issu~::···_ p:ri ce .. of.:/_, 
coar~e graJn Lra~sacti~ns· ~;;d· c~~s~q{ientiy ;· ~t.rtereef : ~ ::::::; 
loss of Rs.419.82. lakhs. /.<· . · . . .,,, 

D~e lo long storage aiid delay in dectdi~g Hie !~sue :::: 
pri.ce, 1°678 tonnes .of RB.D .Palmoli.en oil valued .. a(::;:: 
Rs.4 .53 crores b~ca~e unfit for human ~onsumplion.:> 
Due to: atlulteralicm 102 tonnes:, of ··RuD , pa1r,r.1olein::; ~n. ,:':: 
valued at Rs'.34 lakhs .. ,.was ·disposed off as s ludge. · · ·· 

:.-.; ......... :·: -:·· .·.·:·:·:·.· .. :·: ... ::.: ... ;. . ...... ···:::., .. ::.: .. ·· . . ...... ;-~ 
2A. l Introduction 

The Gujarat Stale Civil Supplies Corporation Limited 
was set up in Septemb er 1980 a s a who ll y owned 
Government company wilh the main object of procurement 
of allotted quantities of food grain s and edible oils from 
central agencies (Food Corporation of India I State Trading 
Corporation). coarse grains from open market and their 
distribution through U1e retail outlets of the frur price shop~. 
The Company also underta kes limited m a rket intervention 
activities in order to strengthen its Public f)ist ribution Rs. IO 
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System (PDS) base by setting up departmental stores, 
operatlori of mobile shops, opening Liquified Petroleum Gas 
(LPG) centres and petrol and diesel outlets. Besides, the 
C"ompany undertakes any other activity relating to civil 
supplies as may be directed by the Government from time 
to time. 

(Departmental stc res) 
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(Petrol and diesel outlets) 

2A.2 Objectives 

The main objectives of the Company are to : 

ensure supply of food grains to various categories of 
population through the Fair Price Shops (FPS); 

provide services and assistance of all kinds for the 
above purpose; 

strengthen the PDS base through limited market 
intervention activities; and 

to undertake any other activity relating to civil 
supplies, as directed by the State Government from 
time to time. 

The Company presently undertakes : 

a) distribution of food grains and edible oil (PDS) under 
Government account and 

bl other activities mainly non- PDS and marke_t 
intervention activities under the Company account. 

The Company is paid commission by the Government 
for the PDS activities. 
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2A.3 Organisational set-up 

The management of the Company is vested in a Boa'.rd 
of Directors ~ot exceeding fifteen members including the 
Chairman and the Managing Director. The actual strength of 
the Board remained at five including the Managing Director 
d.uring the period from 1986-87 to 1991-92. All the directors 
were nominated by the State Government. The Managing 
Director is the Chief Executive of the Company and is 
assisted by four General Managers and a Company Secretary 
at Head Office level and by four Regional Managers and 
nineteen District Managers (one for each district) at field 
level to carry out the main activities under PDS. The post 
of Joint Man aging Director created in 1986-87, has remained 
practically vacant. 

2A.4 Scope of audit 

The records of the Company at its Head Office and at 
s~lected field unit offices for the period from 1986-87 to 
1991 -92 were examined and test checked during the period 
from February to July 1993 to examine whether the 
cictivities of the Company relating to procurement and 
distribution of essential commodities were carried on with 
due regard to economy and efficiency. The financial 
management and control systems including internal audit 
system of the Company were also examined. 

The activities of the Company were last reviewed in 
the Report of the Comptroller and Auditor General of India 
for the year 1985-86 (Commercial). The Committee on Public 
Undertakings (COPU) examined the review in August 1989 
and September 1991. 

2A.5 Capital structure 

At the time of incorporation the authorised share 
capital of the Company was Rs.3 crores. This was raised to 
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Organisational Chart 
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Rs.10 crores in October 1983 (One lakh shares of Rs . 1000 
each) . The paid-up capital was raised to Rs.10 crores in 
September 1990 by converting part of surplus available in 
Government account into share capital (Rs .6.63 crores). The 
State Government approved (July 1993). the Company's 
proposal to increase its authorised share capital to Rs.25 
crores. 

2A.6 Sources of finance 

For carrying on its operations. the Company had been 
availing food credit sanctioned by the Res~rve Bank of India 
and oil c redit from a consortium of commercial banks in 
addition to ways and means a dvances obtained from the 

-State Government. The food credit and oil credit availed by 
-the Company during the five years up to 1991 -92 were as 
-follows : 

Food credit and oil credit availed 
Maximum Maximum Balance at 
limit availed the end of 
sanct- by the the year 
ioned Company 

Food Credit (Rupees in la khs) 

1986-87 1500 449 Nil 
1987-89 2200 2063 Nil 
1989-90 2200 210 Nil 
1990-91 2700 2507 251 
1991-92 3000 3000 Nil 

Oil Credit 
1991-92 5250 2541 Nil 

The cash credit facilities availed of by the Company 
vere guaranteed by the State Government and an amount of 
~ .. 25.50 lakhs was paid as guarantee fees by the Company 
.o the Government a t the r a te of l per cent of the 
~uaranteed a mount. As a special case. guarantee fee on oil 
:redit of Rs.52.50 crores was waived by the Government. 

-1-592/4. 
49 



2A. 7 Other borrowings 

The Company obtained interest free loan of Rs. 18.75 
crores from the State Government during the period between 
1989-90 and 1991-92 for procurement of groundnut oil, out 
of which Rs.8 crores were pending for repayment as on 31st 
March 1992. 

The profit earned in PDS activities are retained by the 
Company for its working capital and the surplus so retained 
is treated as loan from Government, at a rate of in terest of 
12.5 per cent per annum up to September 1987 and at 14 
per cent thereafter. 

As on 31st March 1992, Rs .59.97 crores and Rs. 19.40 
crores were outstanding against the principal and interest 
respectively on the surplus on Government account. 

2A.8 Financ ial position a.nd working results 

The following table indicates the financia l position of 
the Company at the end of each of the five years up· lo 
1991 -92. 

Financial position of Gujarat State Civil Supply 
Corporation Limited 

Particulars 1986-87 1987-89 1989-90 1990-91 

2 3 4 5 

Liabilities (Rupees In crores) 

Pa1d -up capital 3 .37 3.37 3.37 10 .00 

Secured loans 0 .07 0.07 8 .20 0.07 

Unsecured loans 68.55 47.96 57.83 69.52 

Current l!abUiUes and 
provisions 25.47 42.69 45.21 47.94 

Total 97.46 94.09 114 .61 127.53 

Assets 

Fixed assets 
Gross block 5.89 6.58 6.88 7.74 
Less Depreciation 1.44 2.03 2.37 2 .75 
Net block 4.45 4 .55 4 .51 4 .99 
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-
2 3 4 5 6 

Capital work-In-progress 0.17 0 .07 0 . 16 0.69 0 .58 

Current assets. loans 
and advances 87.15 85.81 105.35 116.95 135.54 

Intangible assets 5.69 3.66 4 .59 4.90 5 .53 

Total 97.46 94.09 114.61 127.53 147.91 

Capital e mployed 55. 14 37.35 49.25 50.17 71.86 

Net worth (-)2.32 (-)0.29 (-)1 .22 5 . 10 4 .47 

Debt/Equity Ratio 17. 1: l 11.19: 1 15.02: 1 4 .6:1 6 .8:1 

The net worth of the Company was negative up to 
1989-90. In 1990-9 1, conversion of Government loan of 
Rs.6 .63 crores into equity helped the Company to achieve a 
net worth of Rs.5. 10 crores. 

Yearwise net worth 
6 

5.1 

4 

. ~ 
~ 
~ 
<.> 

2 

.s 
~ - Q) 
Q) 0 0.. 

"' a: 

-2 

-2.32 

-4 
30/9/87 31/3189 31/3/90 31/3191 31/3192 

Note (1): 
(i) Capital employed represents net fixed assets plus working 

capital. 
(ii) Net worth represents paid-up capital plus reserves and 

surplus less intangible assets. 
Note (2): 

The accounting year for 1987-89 covers a period of 18 
months (from October 1987 to March 1989). 

Note (3): 
Intangible asse ts is the sum of accumulated loss and 
preliminary expenses not written off. 
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The debt equity ratio of the Company which was very 
high up to the year 1989-90 improved from the year 1990-
91 due to increase in paid-up capital. 
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Yearwise debt and equity 

1987-89 

DDebt 

llllll Equity 

- - -50.62 -

1989-90 1990-91 

Working results 

- "68.97 -

1991-92 

The working results of the Company for the five years 
up to 199 1-92 are as follows 

Particulars 1986-87 1987-89 1989-90 1990-91 1991-92 

2 3 4 5 6 

Income (Rupees In crores) 

Sales 367.64 772.37 328.14 529. I8 578.43 

Other receipts 14.67 19.09 10.97 14.87 25.20 

Increase(+) / 

Decrease(-) In stock (-)8.61 (tl 11.15 (+)7.76 (+) 1.21 (-)3.06 

Total 373.70 802.6 1 346.87 545.26 600.57 

Expenditure 

Purch ases 3 16.79 679.20 301.05 479.62 519.15 

Procurement, trans -
portatlon. labour 
& other expenses 26.52 69.01 29.69 42.2.ll 46.79 

Depreciation 0 .38 0.60 0.36 0 .39 0.55 
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2 3 4 5 6 

Financing charges 5.64 7.28 4 .52 6.83 9.76 

Surplus on Government 
• Account. 25.46 44.29 12.02 16.47 24.9 1 

Total 374.79 800.38 347.64 545.55 601.16 
~~~~~~~~~~~~~~~~~~ 

Gross profit {+)/ 
~loss (-) 

Add(+)/Deduct( -) 
Prtor period adjustment 

Net Profil (+)/ 
Loss (-) before taxation 

Provis ion for taxation 

Net profit (+)/ 
loss (-) a fter 
taxation 

Accumula ted loss 

(-)l.09 

(-J0.21 

(-)l.30 

(-)l.30 

(-)5.68 

(+)2.23 

(-)0.09 

(+)2.14 

0.12 

(+)2.02 

(-)3.66 

(-)0.77 (-)0.29 

(-)0. 16 (-J0.02 

(-J0.93 (-) 0.31 

(-)0.59 

(-)0.04 

(-)0.63 

(-)0.93 (-)0.3 1 (-) 0.63 

(-)4.59 (-)4 .90 (-) 5 .53 

The loss accumulated by the Company up to 1991-92 
amounted to Rs .5.53 crores against the paid-up capital of 
Rs. 10 crores. This had eroded the capital base by 55.3 per 
cent. 

Erosion- of capital 

DCapital base 

12.00 D Accumulated loss - - - -

10.00 

.,, 
~ 
0 

8.00 - -
<:; 

.!::: .,, 6.00 
<l> 
Q> 
0.. 

4.00 :::> 
0:: 3.37 

2.00 
:::::!:: 

0.00 
30/8/87 3 1/3/89 31/3/90 31 /3/91 31/3/92 
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The management stated that the loss was mainly due 
to rece ipt of handling -commission at a low rate which was 
inadequate to cover adminis trative cost.- . 

It was noticed that the main loss making activities 
were Company's own activities, which consti tutes 20 per 

cent of its total activities. Government operations constituted 
nearly 80 per cent of total activities of the Company in 
which the Company earned su rplus. 

Profit/loss on Company's activities 
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2A.10 Absence of corporate plan 

The Company did not fon;nulate any corporate plan 
since its inception. It mainly relies on annual budgets/plans 
to. cany on its activities as no long term planning has been 
taken up. 

~ The Company has a work force of 2256 (March 1992) 
which was created mainly to cater to the expanding needs 
of PDS activities. In the recent period, the scope and nature 
of PDS coverage is being re-examined at various levels in 
the state and central government and targeted beneficiaries 
of PDS have undergone a change. This may ultimately affect 
the scope of operations of the Company. In this background, 
the eITectiveness of steps taken by the management to evolve 
long-term / short-term strategies to deal with the changing 
milieu could not be assessed. In the absence of a corporate 
plan the Company had to rely largely on short- term and 
adhoc decisions in crucial areas of policy matters and 
mq.nagement. 

2A. ll Policy direction and control 

The Board resolved (July 1984) to delegate all 
residuary and financial powers subject to the condition that 
cases involving substantial expenditure and matters of policy 
should be placed before the Board. In some important cases 
this had not been followed . The delay in Government 
decision regarding disposal of RBD Palmolien oil and the 
loss due to long storage has not yet been placed before the 
Board. During the last three years reports of the vigilance 
wing and internal audit were not placed before the Board. 
The cases of loss, misappropriation and write-off were also 
not systematically and regularly presented to the Board. The 
re.asons for endemic delay in preparation and approval of 
budget estimates and appointment of internal auditors have 
not been put up to the Board. 
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Further, there was acute instability in the tenu re of 
the Chief Execu tive (Managing Director) du ring the past five 
years. Therefore, direction and con trol from the senior level 
of man agemen t needs to be strengthen ed by providi_ng 
stability of tenure of the chief executive and improving the 
scope of guidance from the Board. 

2A.12 Measurement of effectiveness 

The Company's activities mainly concern procurement, 
storage and distribution of subsidised food-grains and other 
commodities. Any criteria for measuring the effectiveness of 
its activities has not been evolved so far by the Company or 
the Governmen t. T h us, periodical assessment of the 
effectiveness of the Company's operations again st such 
criteria has also not been undertaken in a systematic way. 

The managemen t intimated (September 1993) t h at 
conven tion al financial ratios or produ ctivity norms are not 
adequate for judging the effectiveness of its functions and 
certain objective criteria are to be a pplied for this purpo15e. 
They informed that the following parameters may be relevant 
for the purpose: 

1) Providing food secu rity through the intervention in the 
food grains markets by lhe Company. 

2) Reach ing the subsidised and essential commodities to 
the poor people loca ted in any corner of the state. 

It is imperative that the Company / Government should 
evolve a reasonable and measu rable criteria to assess the 
effectiveness of the Company's activities. Such assessmen t 
will result in better r eporting of the effectiveness of the 
Company's operations and consequently ensur e b e tter 
accountability for the Company and the Government. 

2A.13 Financial Structure 

The Company has accu mulated a loss of Rs.5.53 
crores as on 3 1st March 1992 and has no free reserves . 
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In 1985, the Company had the accumulated liability to 
pay arrears of income tax and penalty of Rs.126.30 lakhs 
and Rs.64.00 lakhs respectively due to delay in finalising its 
~nnual accounts . To reduce the liability of payment of 
Income Tax, the Government decided that the PDS activities 
of the Company since inception would be treated as agency 
activity on behalf of the Government and the Company 
would be paid h andling commission for this agency work. 
The PDS activity was to be financed by interest bearing loan 
from Government. The net surplus of Government 
transactions up to September 1987 was treated as loan with 
12.5 per cent interest p er annum which was subsequently 
revised to 14 per cent per annum. 

This arrangement was to be operative for five years 
starting from 1985. Thereafter the system is being continued 
from year to year. The deta iled terms of this arrangement 
have not been spelled out. 

An examination of this arrangement showed that, the 
Company is presently dependent on lo a n s from the 
Government and the banks for its working capita l 
requirement. Thus the interest burden is very heavy which 
increases the cost of services of the Company. As on 3 lst 
March 1992 the Company·s liability towards Government 
surplus is Rs. 59.97 crores on which the Company is to 
pay interest at 14 per cent per annum. They a lso have a 
liability to pay arrear of interest of Rs. 19 .40 crores. 

Further, the present arrangement h as prevented the 
building-up of a free reserve for the Company and increased 
its dependence on loan funds from Government. though it 
could be self-sustaining in view of the profits earned in the 
PDS activities which accounts for 80 per cent of its t otal 

. operation. 

The management informed (October 1993) that the 
Board r esolved in September 1993 to request the 
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Government to transfer from surplus on Government accoun t 
Rs.15 crores towards equity and Rs.25 crores as interest free 

long-term loan. 

2A. 14 Procurement and dis tribution 

2A.14. l Procurement and distr ibution of essential 

commodities under PDS 

The followi ng table gives the details of purch ases, 
sales, storage/transit Joss and closing stock of wheal and 
rice for five years ending 1991 -92. 

• 

Purchase and sales of wheat 

Allotment 
In tonnes 

Opening stock 

1986-87 

715800 

1987-89 

1210000 

1989-90 1990-91 199 1-92 

740000 810000 864600 

in tonnes 261 8.55 24756.9 1 28 12.24 47362.94• 35040.79 

Purchases 
In tonnes 407416.90 1167519.26 530001.97 665194.33 825965.88 

Percentage of 
purchases 
to allotment 

Sales 

56.90 96.50 71.60 82. 10 95.50 

in tonnes 381845.43 11 843 16.40 483 196.29 675590.21 836389.44 

Shortages 
In tonnes 
(i) Transit loss 3383. 11 
(ii) Godown loss 50.00 

Percentage of 
total shortages 
to opening stock 
and purchases 0.84 

Closing s tock 
in tonnes 24756.9 1 

Closing s tock 
in terms of 
monthly sales 0.80 

5146.23 
1.30 

2081.49 
185.57 

1807 .4 1 
118.86 

1697.46 
29.56 

0.43 0.43 0.27 0.20 

2812.24 47349.51 35040.79 22890.21 

0.03 1.18 0.62 0.33 

Difference of 13.43 M.T. in opening ba la nce is due to · 
accountal of goods in transit, transit Joss and godown loss 
of the previous year. 
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Purchase and sales of riCe 
1986-87 1987-89 1989-90 1990-91 1991-92 

Allotment 
in tonnes 355000 6 16000 343000 3 18000 336000 . 
Opening stock 
in tonnes 34937.43 18919.58 63761.33 54466.69 36077.68 

Purch ases 
tn tonnes 296763.61 59458 1.54 295986.31 297714.66 353730.58 

Percentage of 
purchases 
to allotment 83.60 96.50 86.30 93.60 105.30 

Sa les 
In tonnes 310993.00 547091.84 302791.86 314168.65 358575.30 

Shorta ges 
In tonnes 

(I) Transit loss 1358.53 2472.93 1227. 14 956. 16 807.74 

(ii) Godown los s 429.93 175.02 126 1.95 978.86 178. 16 

Percentage of 
total s hortages 
to ope ning stock 
and purchas es 0.54 0.43 0.69 0 .55 0.25 

Closing s tock 
ih tonnes 18919.58 6376 1.33 54466.69 36077.68 30247.0G 

Clos ing s tock 
in terms of 
monthly s ales 0.73 1.40 2.' 16 1.38 1.01 

2A.14.2 Loss in storage 

The Comp a ny h as not evolved a ny system of 
monitoring t he losses at the godowns due to""'h andling. 
cleaning and storage. 

T h e Board delegated powers to middle level 
management for writing off godown loss . But in Mehsana 
and Ahmedabad city units the losses at various godowns 
since 1981 have not been written-off. In 1816 cases loss of 
101 5 tonnes of material valued at Rs .28 .60 lakhs was 
P.ending finalisation . At Rajkot, quantity and value account 
of the stock have not been maintained. 
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2A. 14.3 Dealings with Food Corporation of India (FCI) 

The Company does not have any formal ,agreemen t or 
u n derstanding with FCI. The terms and condition s covering 
various aspects of the purchases, payment, etc. are deciaed 
on the basis of rates fixed between the Government and 

FCI. In the absence of a formal arrangement rega rding .the 
terms of trade, disputes between the FCI and the Company 
pertaining to r a ilway freight and fo rwarding ch arges, 
distribution under !TOP. re imbursement of octroi, price 
difference in respect of levy sugar, etc, persists for long 
period. There is no effective mech an ism to resolve the 

d isputes promptly and satisfactorily. A few such areas are 
d iscussed below. 

2A.14.3(a) Delay in settlement of refund claim 

The Company makes advance payments for food grains 
to FCI as per release orders issued by the FCI. For unlifted 

quantities refund claims are lodged with the FCI. There were 
delays ranging between 1 and 43 months in the settlemen t 
of claims by FCl in 102 cases. Inte rest loss on blocked funds 
of Rs.2103. 14 la khs due to late settlements worked out -to 

Rs.1 3 1. 7 1 lakhs during the five years ending 1991-92. 

On a test check of records of Ahmedabad. Raj kot, 
Surat. and Vadodara units , it was noticed that th e Company 
prefe rred claims la te in 166 cases after delays of 2 to 6 
months. The delays resulted in loss of interest of Rs.1 11.46 
lakhs on b locked funds of Rs.2103. 14 la khs during the 
period from 1986-87 to 199 1-92. 

The ma nagemen t stated (June 1993) that preferring 

claims was delayed as details were to be collected from 
various godowns situated at ta luka level. The Company 
stated that the delay in settlement of claims by FCI, was 

beyond their control. 
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2A.14.3(b) Delay in reimbursement of railway freight and 
forwarding charges 

FCI reimburses the railway freight and forwarding 
chru-ges paid by the Company in lifting commodities from 
FCI depots to Company's own godowns. Out of the 
rei!Tlbursement claim of Rs . 1364.60 lakhs preferred during 
the period from 1982-83 to 199 1-92, claims of Rs.398.45 
lakhs were passed by FCI and balance claims of Rs. 966. 15 
lakhs were pending settlement (June 1993). Interest loss on 
blocked funds worked out to Rs.~28. 78 lakh s up to March 
1993. The management stated (June 1993) that the matter 
has been taken up with FCI. 

It was noticed that during the period from 1986-87 to 
1991-92, the Company had preferred claims (Rs . 1133.52 
lakhs) late by 3 to 50 months at Vadodara/ Rajkot/ 
Sabarmati units. The Company attributed the delay mainly 
to late receipt of purchase bills from FCl and revision in 

. freight charges without timely .ntimation by FCI. 

2A.14.4 ·Miscellaneous schemes under the PDS 

The table below indicates details of distribution of 
wheat and rice under Public Distribution System (PDS), 
Integrated Tribal Development Programme(ITDP). Mid-Day 
Meal (MOM), Free Food for Education (FFE), Food for All 
(FFA) and World Food Programme (WFP). 

Sales under different schemes 

PDS MDM/ FFE FFA rIDP WFP Olhers Total 

(Quantity In tonnes) 

Wheal 

1986-87 649 12 22660 125878 168208 187 38 1845 

1987-89 625120 33008 231007 287879 7707 1184721 

1~89-90 190852 20489 157228 112055 3 170 2592 486386 

1990-91 19 1894 175586 162033 126445 8833 20683 685474 

1991-92 329830 170138 185220 143506 8880 7003 844577 
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PDS MDM/FFE FFA IIDP WFP Others Total 

(Quantity In tonnes) 

Rice 

1986-87 130457 15324 31941 133257 14 310993 

1987-89 306815 22146 52206 164468 1457 547092 

1989-90 165882 13552 35586 86448 789 302257 
1990 -91 170938 79 37664 104 156 1317 314154 

199 1-92 205305 5241 38903 107664 1462 358575 

2A.14.4(a) Integrated Tribal Development Programme (ITDP) 

Under th is scheme, the Company distributed 8,38,093 
tonn es of wheat (Value: Rs . 14,046. 13 lakh s) and ri ce 
5,95,993 tonnes (Valu e: Rs. 15,622.38 lakhs) during the five 
years ending 199 1-92. 

Withou t the concu rrence of th e Governmen t of India, 
t h e State Government directed the Company to distribute 
23,929.63 ton nes of wh eat and 6 ,671.50 tonnes of rice 
covering the scheme of Food For All under ITDP areas, by 
d iverting the quantity from PDS quota which were procured 
at higher rates . The Company claimed price d ifference .of 
Rs .308. 15 lakhs between the PDS rate and issue rate for 
the diverted quantity. FCI had not admitted the claim (July 
1993) and the loss would have to be u ltimately borne by 
the Government. 

The management stated (May 1993) that the Company 
had diverted the stock of PDS to ITDP scheme or vice versa 
from time to time and replenished the stock in subsequent 
years. 

2A.14.4(b) Subsidy s chemes under PDS 
Food For All (FFA) and for unemployed 
workers or closed mills schemes. 

From 1st May 1985, the State Governmen t introduced 
Food For All scheme (FFA) and from 13th August 1985 <! 
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scheme for workers of closed mills of Ahmedabad city. under 
which the beneficiary family would be supplied wheat and 
rice per month at concessional rates . The differential cost of 
ptocurement and issue rates was to be reimbursed by the 
Sta te Government to the Company. 

The Company received subsidy of Rs.9.418.90 lakhs as 
against the receivable amount of Rs.9. 782.08 lakhs as on 
July 1993. Though the Company was raising the claims in 
time. the settlement of subsidy claims by collectors were 
delayed abnormally. ranging between one and 18 months. 
Since the Company finances the schemes with food credit 
facility from RB.I.. delayed settlement of claim of subsidy 
delayed the repayment of cash credit and increased the 
interest liability on the credit. 

2A.14.4(c) Free Food for Education (FFE) 

The State Government sponsored the Free Food for 
Education (FFE) scheme in August 1990 replacing Mid-Day 
Meal (MOM) scheme. Under the scheme. 10 kgs of wheat 
was supplied per head per month to primary" school 
children. The Company distributed 1. 75,636 tonnes and 
1,02,202 tonnes of wheat during the years 1990-91 and 
1991-92. respectively. The Company raised the claims afte r 
delays ranging from 1 to 3 months and suffered loss of 
interest of Rs.32.24 lakhs on blocked amount of Rs.1634.48 
lakhs during the period from December 1990 to February 
1991 . 

2A.14.4(d) Mid-Day Meal (MDM) scheme 

• 

The Company was procuring pulses from co-operative 
societies for distribution under MOM programme. The 
Company procured 430 tonnes of tur dal and mug dal from 
Gujarat Co-operative Grain Growers Federation Llmited and 
400 tonnes tur dal from Shreyas Co-operative Society at the 

·rate of Rs.920 per tonne. As the Company could not 
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distribute the entire quantity under MOM programme due to 
closure of the scheme in July 1990, it decided to dispose off 

333 tonnes tur dal through auction to avoid deterioration of 
stock. The Company received highest bid of Rs. I 0 . 75 per 
kilogram in August 1990, but it did not accept the bid and 
decided to dispose- off the stock through FPS an? 
departmental stores. However, it failed to dispose-off the 
stock through FPS/ departmental stores, and again decided 
to sell it through public a uction in April 1991. Finally, it 
sold the dals at the rate of Rs.8.25 per kilogram to Shreyas 
Co-operative Society from whom the Company originally 
procured the dal at the rate of Rs.9.20 per kilogram. In this 
transaction, the Company suffered a loss of Rs.7.96 lakhs 
computed with reference to the difference of highest bid 

received (Rs. l 0. 75) and actual rate of disposal. 

2A.14.4(e) National Rural Employment Programme (NREP) 
and Rural Landless labour Employment 
Generation Programme (RLEGP). 

The wheat required for implementation of the schemes 
was allotted by the Central Government. The Company was
to receive the allotted quota free of cost from FCI and 
suppiy it to FPS dealers who were to distribute it to the 
beneficia ries. Towards management and distribution of 
commodities, the Company was entitled to receive Rs.200 
per tonne. 

In this case the following points were noticed : 

(i) As against Rs.207.18 lakhs receivable towards handling 
charge~ for NREP scheme, the Company received 
Rs.203. 71 lakhs. The residual amount of Rs.3.4 7 lakhs 
due since April 1989 has not so far been received 
(July 1993) 

(ii) Simila rly, against Rs.135.44 lakhs receivable under 
RLEGP scheme, the Company received Rs.119. 71 lakhs 
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resulting in short r ece ip t of Rs .1 5.73 lakhs. The 
Company did not pursue the· claim for the remaining 

amoun t since April 1989. 

2A.14.4(f) Procurement and sale of coarse grains 

Loss in trading activity of coarse grains 

The Company procured 52.5 14.04 tonnes of jowar and 

38,974.62 tonnes of maize from open- market durtng the five 
years ended March 1992 for distribution u nder PDS. Since 
the procu remen t price was h igher than th e sale price fixed 
by the Government. the Company incu rred loss of Rs. 162.37 

lakhs Uowar) and Rs.257.45 lakhs (maize). 

The Company did not take into accoun t th e interest 
on blocked funds (16.5 per cent on ex-godown cost for 6 
months). transit a n d godown losses (3.5 per cent of ex
godown cost) and administrative expenses (2 per cent of ex
go_down cost) while fixing the issu e p rice. The Company 
brought this to the notice of the State Government in 
November 1989 and requested it to reimburse the loss by 
ws.y of subsidy, but it was turned down by the Government. 
Thus, incorrect fixation of lower price resulted in loss of 
Rs.4 19.82 lakhs to the Company in coarse grain transaclion . 

The Company sustain ed godown losses in maize 
(60 1.45 tonnes) and jowar (657. 14 tonnes) valu ed at 
Rs.25.26 lakhs and losses were written off in the accoun ts. 

The management replied that the issu e price was 
decided by the State Government and activity of coarse
grain was Government activity and as such losses are 

accounted for in Governmen t accou nt. The Company a lso 
stated that the reason for godown loss was under scrutiny 
and recovery if any, would be effected from the concerned 
.persons, if found responsible, for the loss. 
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2A.15. l Distribution of edible oil 

Up to 1991, the Company was procuring a nd 
distributing edib le oils. Out of the various types of edible 
oils procured and distributed by the Company the highest 
quantity related to Refined Bleached a nd Deodorised (RI3D) 
Palmolein oil. The RBD palmolein oil was either imported 
directly by the Compan y or procured through STC. The 
imported oil was t o be initially kept in the hired I own 
godown s of the Company and distributed through FPS at 
the ra tes fixed by the Government. 
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The Government of India allowed the State Government 
in November 1991 lo import 8000 tonnes of RBD palmolein 
oil directly unde r lhe ESCROW account scheme. The 
CQmpany as the Stale Government agency entered into an 
agreement with FELDA Ma rketing Corporation (FELDA), 

~alaysia in January 1992 for import of 6000 tonnes of RBD 
palmolein oil. As per the agreement, the payment was lo be 

made at the equivalent of lhe CIF value in U.S .Dollars in 
Indian Rupees as per the RBI selling exchange rate on lhe 
date of receipt of d ocuments by the negotia ting bank in 
India. The shipping documents were received by the bank 
on 27th March 1992. As Indian Rupee was made p artly 
convertible from 1st March 1992, the Company decided to 
pay for th e import va lue of U.S. Dolla rs at market rate 
resulting in the additional payment of Rs.1.55 crores. 

2A.15.2 Defective storage and testing of RBD palmolein 
oil. 

The Company which had a stock of 4,492 tonnes at 
the end of March 1992, imported 10,962 tonnes in the year 
1-992-93 through STC. 

Edible oil storage tanks of 
Gujarat State Civil Supply Corporation Limited 
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In November 1992, the Surveyor of the Company 
cautioned about the need for disposal of the stock of the 
RBD palmolein oil before the end of December 1992 due .to 
deterioration iJ?. its quality. The Company approached the 
Government in December 1992 for decision regarding issue 
of oil stocks, reduction in the issue price and widening the 
scope of PDS distribution to avoid unnecessary quality 
problems due to long storage. The Government decided in 
May 1993 to reduce the issue price of the RBD Palmolein 
oil from Rs.27 to Rs.20 with effect from 1st June 1993. 
Meanwhile, in April 1993, 1678 tonnes (value Rs.4.53 crores) 
were found to be unfit for human cons umption. Had timely 
decision been taken in this regard the loss could have been 
prevented. 

The quality control branch tnstructed that stock of 
RBD p a lmolein oil should be tested before distribution 
through PDS. The units were sending the samples of RBD 
palmolein oil for testing, as palmolein oil creating confusion 
at the testing laboratories as the permissible percentage of 
free fatty acid (known as oleic acid) in palmolein oil w~s 
different from RBD palmolein oil. The management stated 
(October 1993) that steps h ave been taken to correct such 
mistakes . 

2A.15.3 Adulteration in groundnut oil collected under 
Voluntary Levy Scheme 

During June and August 1991, the Company procured 
1,606 tonnes (value : Rs.5.60 crores) of groundnut oil from 
various millers and stored in storage tanks (hired) at 
Jamnagar. For transporting edible oil from storage tanks, 
transport contracts were awarded to various contractors. 
While emptying the tankers of contractor ·o· at Rajula 
godown (August 1991). the oil was found to be adulterated 
with castor oil. It was subsequently found that almost the 
entire_ quantity transported by this contractor was 
adulterated. Further, samples drawn from bottom cargo·, 
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received from hired storage tanks at Jamnagar city godown 
were also found adulterated (October 1992). 

Samples were drawn from Miller storage tanks and the 
oil was accepted on the basis of WProvisional Certificates~ 

given by a private laboratory against the guidelines issued 
by the head office in January 1991. The Company declared 
102 tonnes edible oil (Rs.34 lakhs excluding taxes) as unfit 
for human consumption and disposed it off as sludge in 
auction as per the directives (December 1991) of the State 
Government. Eventhough successive inquiries have been 
conducted by the Commissioner of Civil Supplies 
department, Managing Director of the Company, Additional 
Chief Secretary to Government in Food and Civil Supplies 
department, final outcome of the case is not yet known 
(July 1993). 

2A.15.4 Servicing of RBD palmolein oil by G'ROFEii 

The Company has to allow transit/process loss of 15 
kilograms per 1,000 kilograms of RBD palmoletn otl suppltcd 
to Gujarat Co-operative Oilseeds Growers Federation Limited 
(GROFED) for packing in small packs. This loss was 
permissible only in case when oil was serviced and returned 
in small packs. It was seen that Company wrongly allowed 
transit/process loss of 23. 123 tonnes (Value Rs.3.63 lakhs) 
to GROFED on a quantity of 1541.526 tonnes of oil which 
was returned loose by GROFED without servicing during 
1989-90 to 1990-9 1. Irregular allowance of transit/ /process 
loss resulted in loss of Rs.3.63 lakhs to the Company. 

As at the end of Ma rch 1991, 85 tonnes of RBD 
palmolein oil (bulk) was lying with GROFED, out of which 
64 tonnes was in storage tank at Lucky Industries, Naroda, 
one of the servicing units of GROFED. In May 1991 it was 
found on testing the samples drawn from Lucky Industries 
that this oil had become inedible. The Company decided 
~July 1991) to sell the entire qua ntity of inedible oil in 
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auction to the hig h est bidder. As against 64 tonnes 
GROFED could deliver 38 tonnes. Balance 4 7 tonnes (value 

Rs. 7 .30 lakhs) of oil were n ot delivered to the Company 
(June 1993). The Company h ad not yet talcen any steps to 
recover the amount (July 1993). 

2A.15.5 Dealings with STC 

The Company did no t h ave a ny agr eement or 
m emora ndum o f understan ding (MOU) with STC. In the 
a bse nce of a ny s pecific provision or undertaking, the 
Company could not claim interest for delayed payment of 
claims / refunds etc. in lhe following case: 

STC issued 4,500 tonnes of RBD palmolein oil in bulk 
during the period from J une to August 1988, to tinners at 
Gandhidham for packing in 2 kgs. tins and for supply to 
the Company. Agains t the ordered quantity, 83. 748 tonnes 
of oil rem ained undelivered b y the tinner fo r which the 
Company lodged refund claim wiili the STC in April 1 98~. 

T h e Company received refund of Rs . 12.25 Jakhs in May 
199 1 after a delay of 744 days involving loss of interest of 
Rs.3. 12 lakhs (a t 12.5 p er cent) on the blocked amount. 

2A.16. l Godown management. 

The Company has 543 go downs ( 177 hired) located 
ma in ly in the taluka headquarters all over th e State. The -.:: 

Company h as not maintained appropriate records rega rding 
utilisation of storage capacity in each godown. Further, the 
total capacity utilisation of the godowns vis-a-vis the 

available cap acity o n annua l basis was also not being 
recorded and analysed. Consequently, shortfall in utilisation, 
e ith er at individu a l godown level or at the total godown 

capacity level is not being systematically a na lysed. Though. 
the Godown Managers/ Assistant Godown Managers were 
handling huge stock of essential commodities, the Company 
h ad not so far p rescribed for obtaining secu1ity / fidelity" 
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guarantee from them. The management stated (Octobe r 
1993) that they are thinking of in troducing fideli ty guarantee 
from godown managers. . . 

Th e Company has not maintained stock account of 
money receipt books and registers showing details of sale of 

le~der forms at lhe district offices and regional managers' 
offices which may lead to misappropriation of funds realised 
on sale of documents . 

2A.16.2 Consultancy for improvement in management of 
g odowns 

The Company engaged a consult.ant in April 1992 at a 
fee of Rs. 40,000 fo r studying and examining the weight 
differentials at godowns. Study report was submitted by the 
Consultant in December 1992 but it was not submitted to 
Manageme nt/ Boa rd and ac tion wa s not t aken on the 

recommendations contained in the report. 

2A.16.3 Avoidable payment 011 hired storage 

The Company wa.s having a hired tank with a capacity 

of 6 49 1 tonnes at Kandla. Tpere was a stock of 8.540 
tonnes of RBD palmolein oil in this tank as on 1st October 
1990. By the end of October, it was emptied for distribution. 

The storage lank which was not required from 1st November 

1990 was surrendered only on 13th June 199 1 resulting in 
avoidable payment of rent of Rs. 15.58 lak.hs . 

The management staled (July 1993) that the Company 

was considering to purchase refined ralda oil (RHO)/Mustard 

Expel!er Oil (MEO) d uring this period to store in the hired 
lank for creating b uffer stock. Thereafter, in April-May 1991, 

the Government of India reviewed the economic policy 
rega rding for eir,n exchange and res tricted import of RBD 

palmolein oil and th e Company decided in J u ne 1991 not 
to store MEO a nd other edible oils but to surrender the 
hired tank . 
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The reply of Management was not tenable as the 
Company had hired tanks in December 1990 at Rajkot I 
Junagadh I Jamnagar for storage of MEO I RRO I GNO.. 

2A. 16.4 Quality control 

The Company has a quality control branch at its head 
office with a laboratory for physical and chemical analysis of 
samples drawn from godowns, departmental stores and 
mobile vans. A test check of the records of this wing 
indicated the following : 

(i) Prescribed sampling tests could not be conducted 
laboratory tests were delayed due to dearth of staff 
and transfer of trained staff. 

(ii) There was shortfall in godown visits by the inspectors 
and this was not monitored effectively. 

(iii) Prescribed number of 'Samples' were not drawn for 
testing the quality of oils and the test reports w~e 
sent to the concerned godown managers after 
considerable delay. Second sampling or surpri~e 
drawing of samples for ensuring quality of oils during 
storage in tanks were not being followed stiictly. 

2A. l 7 Transportation 

A major item of expenditure out of procurement and 
handling charges is the transportation cost. In 1991-92, 

Rs. 7 .62 crores were spent on transportation out of total 
procurement and handling charges of Rs. 12.20 crores. A test 
check of the transportation contracts at the District and 
Regional Manager (RM) level revealed the following weakness : 

The contracts were awarded in District/RM level on 
tonne per kilometre basis. Tenders were invited on the basis 
of the point-to-point distances and slab rates for inter
district movements but value of the total work at the 
tend~ring stage was not estimated and included in the 
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tenders. As a result , rates quoted by lhe tenderers were not 
r~laled to the total value of work and competitiveness was 
nol fully assured. 

Various modes of transport employed by the Company 

..J 
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Dispaiities in rates were noticed for transportation of 
food grains to godowns at the same premises. Dascroi and 
Ahmedabad city godowns located at the same premises had 
different rates during lhe period from April lo Decernbe·r 
199 1, r esulting in extra cost of Rs. l.66 lakhs to the 

Company. 

To avoid undue discretion and to ensure simplification 
of procedures, uniform and standard terms and conditions of 

transport contracts and allowance of t ransit loss need be 
worked out for all lhe districts as far as possible. 

2A.18 Financial management 

2A.18. l Budgetary system. 

The Company prepares its operational budgets every 
year on marginal costing basis. A general review of the 
budgetary practices followed by the Company shows that : 

(1) annual budget estimates were not submitted to the 
Board timely . During the year 1990-91 and 1991-92, 

budge t proposals were submitted after four months of 
the commencement of the year . There was no 
prescribed lime sched ule for finalisation of annual 

b udget estimates; 

(2) the annual budget estimates were prepared commodity
wise, but quarterly review was prepared branch-wise. 
The variances were submitted to the Board very la te . 
a nd without any analysis of the vaiiances. 

2A.18.2 Finalisation of accounts 

Up to March 1986. six years· accounts of lhe Company 
were in arrears. Notwithstanding that the perceptible efforts 
made by the Company enabled it to wipe-out the arrears b)L 
Ma r c h 1993, t he accounts continued lo reOect some 
persistent shortcomings as detailed below 

(a) Asset register was incomplete. 
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(b) Quantity reconciliat ion n ot done jn respect of mobile 

vans and departmental stores. 

(ci S torage I transit I cleaning losses are not regularised 

s ince 1983-84. 

(d1 Confirma tion of balance of sun dry debtors, creditors, 

deposits, loans and advances is wanting. 

(e) Non-classification of debtors into debts outstanding for 

more lha n six monlhs, other debts and doubtful debts. 

(0 Non-reconciliation of remittances in transit. 

(g) Non-reconciliation of advances received against s u pply 

of goods, deposits of tender security, advance to 

employees, excess I sh ort payments received against 

sales effected in previous yea rs a nd curren t year , 

contributory provident fund and rebate payable under 

Mid Day Meal I Food For All scheme etc. 

The Company has not so far framed any action plan 

to rectify the shortcomings. 

2A.18.3 Management of cash collection. 

Cash is collected ·from the FPS owners through the 

banks at the local level. The banks transmit these colleclions 

to the head office accounts of the Company in Gandhinagar 

branches of the banks. T he Comp any was having a bout 256 

non-operative co llection accounts with various banks 

throughout the S tate. The bank branches are required to 
tran s fer the balance in the collection accounts to their 

Gandhinagar bran ch on the last working day of the week or 

whenever the credit balance exceeds Rs.50000. A scrutiny of 

t~e records in case of 8 banks for Lhe year 1 99 1 -9~ showed 

tha t there were delays in tra nsferring the amounts to the 
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Company's head office accounts as shown below: 

Dealy in transfer of amounts 

Delay ranging 
between 

01 : 10 days 

11 -20 days 

21-30 days 

31 days and 

Total 

above 

Number 
of cases 

(Rupees 

1810 

108 

36 

73 

2027 

in 

Amou nt 
involved 

lakhs) 

3888.33 

264.21 

96.27 

110.89 

4359.70 

The management stated that though the banks issued 

suitable instructions to their branches to follow the terms of 
agreement between the banks and the Company, in actual 
practice the branches were not following these terms strictly. 

The managemen t felt that a strict insistence on the 
obseJVance of the terms by the branches of the banks might 

not be helpful due to reluctance of the public sector banks 
to handle the collection accounts of the Company. T}J.e 
managemen t also intimated that they are pursuing the 

matter of delay with the banks at all levels vigorously. It 
appears that there is scope of reducing the delays through 

a formal mechanism of dealing with the banks at the head 
office, regional and godown levels. 

2A. 19 Internal audit 

From 1985-86, the internal audit of the Company's 
accounts at district and godown levels are done through 
Chartered Accountants. In addition, central internal auditors 
visit the districts and head office b ranches. The internal 

audit is yet to cover the construction branch, management 

information branch and quality control branch. A monitoring 
cell was created in 1991 to co-ordinate the work of internal 
auditors . 

76 



A review of the inte rnal audit system in the Company 
shows that the internal a udit reports were not submitted to 
the Managing Director, except for some items. Further, the 

findings of internal audit were not placed before the Board." 
Following weaknesses were also noticed in the internal audit 
system of the Company: 

( 1) The Company has no manual or guidelines for the 
internal audit wing. Thus, the policies regarding 

internal audit programme, quantum and scope of the 
checks to be exercised have not been formalised. 

(2) There was abnormal delay in the submission of the 
reports by internal auditors. The monitoring of 
submission of reports require improvement. 

(a) 15,220 paras constituting more than 50 per cent 

of the paras raised so far have not been settled 

as on March 1993. Further, the reports were not 
submitted in the prescribed format but this was 

not objected by the Company. 
(b) The appointment of internal auditors was delayed 

substantially. As a result concurrent audit, and 

improvement in quality of accounts through 
timely detection and rectification of mistakes etc. 

are hampered. 

The management informed that monitoring of pending 

paras was h a mpered due to their pre-occupation with 
clearance of the a rrears in accounts. 

2A.20 Human resource management 

The Company arranged eight types of training 

13rogrammes for its staff and officers during 1987 and 1992. 
On an average, 425 employees were trained annually. The 
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Company's awareness of manpower development through 

training is a step in the right direction. 

Manpower performance are tabula ted in the following 
table for the years ending March 1992. 

Manpower performance 

1986-87 1987-89 1989-90 1990-91 1991 -92 

(a) Sanctioned s trr.ngth 

Officers 140 140 145 141 139 

Slaff 1907 2296 229G 2285 2227 

Total 2047 2436 244 1 2426 2366 

(b) Actual strength 

Officers I JO 111 140 110 102 

Staff 1790 2139 2068 2128 2154 

Total 1900 2250 2208 2238 2256 

(cl Percentage of . 
officers to slaff 6.15 5.19 6.77 5.17 4.74 

(d) Tu rnover 
(Rupees.in lakhs) 36763.89 51491.2 J 32813.71 52918.09 57842.82 

(e) Slaff expenses 
(Rupees.In lakhs) 423.69 498.78 617.44 641.61 758.07 

(I) Turnover· per employee 
(Rupees. In lakhs) 19.35 22.88 14.86 23.65 25.64 

The gradual increase in the sanctioned strength (from 
204 7 to 2366) and men-in-position (from 1900 to 2256) 
during the years 1986- 87 to 1991 -92 may lead to 
unsustainable increase in overheads in view of the chan~e 
in the nature of coverage of PDS. 

The Company has to correlate utilisation of manpower 
with productivity and corporate goals. The Board directed in 
Octobe r 1990 that a huma n resource development pfan 
should be formulated . It could not be ascertained whether 
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this plan has been utilised for the stated purpose. 

:ZA.21 Other topics of interest 

Over payment of octrol 

Liquified Petroleum Gas (LPG) unit at Palanpur nm by 
the Company was bearing octroi charges for gas cylinders 
supplied by Bharat Petroleum Corporation Limited (BPCL). 
The amount so borne worked out to Rs.3. 79 lakhs from 
1983 to 199 1 though as per the agreement terms, the 
supplier was to bear octroi charges. On this being pointed 

out by internal auditors in September 1992, the Company 
took u p the matter with BPCL and could recover only 
Rs.0.42 lakh . For balance amount. the supplier h ad called 
for certain details. The Company stated (October 1993) that 
it h ad f umished the required details and that the recovery 

vf Rs.3.37 lakhs was awaited. 
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SECTION - 2B 

2B Review on th e investments made by selected 

Government companies / corporations 

llil~ii!lll,111~11ti1ill!lill~lllllllll~ll~1!1 

l1li111!~11lililli111111itllAlll 
lllill!~ill~iH~!~1illl!lnl~ll!tl!lltf tllll!l~'11 

80 



keeping s izeable amou nt in the shor l lem1 deposils (SOf{) 

. on the ground that SDRs were necessary for attracting 
full subsc1i p tions of its bonds ·by the b anks . . 

Th e G uja rat Mine ra l De velop m e n t Corporation 

(OMDCJ s uffe red loss of interest of Rs.48.96 lakh s on 
account of non -com pliance of Government ins trucUons of 
d epositing of sur·p Jus fu nds in Personal Led~er Account 
(PLA). A sh ort Lem~ d eposit of R~.350 la k h s made by 

. GMDC to Gujarat Narmada Auto Limited resulted in an 
· inte rest loss of f{s.8 . 72 la khs. The re·covc ry of thi s 

d eposit was d oubtful as the unit had become s ic k . 

. , Inves tm e n t o f s urp lus fu nds in Po r tfo li o 
Management Schem e (PMS) by GMOC resulted in loss of 
interes t of Rs . I 0.22 lakhs. 

2B. l. Introduction 

T he S t a t e Governme nt h as inves te d fu nds in t h e 
Governmen t companies a n d Statutory corporations by way of 
share capital and long term loans as lon g term investme nts 

. lo enable them to achieve U1eir objectives. The Government 
a lso assis ts them by way of pe riodical loans, grants a n d 
subs idies as working capita l and for other specific aclivilies . 
The compa nies and corporatio ns invest the fu nds which a re 
eithe r s urplus or which may not be needed fo r immedia te 

use in their bus in ess. 

2B.2. Objective of the review 

The audit review was aimed to ascerta in whe ther the 
companies I corpora tions were investing s urplus fu n d s with 
due regard lo econ omy a n d e ffi ciency and within the policy 
di"rec tio ns of the Gove rnmen t. For this purpose fund s 
d eployed in var ious sch em es of b a nks or othe r fina n c ia l 
ins titutions under norma l banking a rra ngem ents or in a ny 
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olhcr special scheme or with the Personal Ledger Accounts 
(P.L.A.) of Government treasuries we rP. examined with 

re feren ce lo the existing instructions I directions by· the 
Government and th e Memorandum of Association and
Arlicles of Association or the Statu tory provisions. 

2B.3 . Scope of review 

Investment of fund s by selected companies I 
corporations during the three _years ending 3 l st March 1992 
was covered in the review. Effectiveness of the regulatory 
instructions of the Government regarding investment by the 
Public Sector Enterprises etc., was also examined in th is 
context. 

For this p u rpose the fo llowing companies I 
corporations were selected 

1. Gujarat Industrial Development Corporation (GIDC). 

2. Gujarat Slate Financia l Corporation (GSFC) 

3. The Gujarat Mineral Development Corporation 

Limited (GMDC) 

4 . The Gujarat Industrial Investment Corporation Limited• 
(GIIC) 

Some aspects of investmen ts made by the two other 
Companies namely Gujarat Stale Construction Corporalion
Li mi ted (GSCC) and Gujarat Slate Forest Development 

Corporation Limited (GSFDC) were aJso examined . 

28.4. Gov ernment c ontrol over the funds 

In Apri l 1986, the Slate Government iss ued• 
in s t rucl ions to the compa nies/ corporations operating on 
comme-rcial basis to keep 75 per cenl of their surplus fu r:_ids 
in llic Personal Ledger Account of Government Treasuries. 
The int erest rate offered was equivalent to the bank rate and· 
was subsequently (October 1986) increased by half per cent 
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above lhe appropria te ra tes payable b y the banks on lhe 
deposits of equivalent period. The instructions did nol define 
-how ~surplu s funds~ was to be calculated . 

In Septembe r 1992 .. the Government (Finance 
.Depa r tment) observed tha t several Public enterpri ses and 
Boards and olher agencies of Government continued lo h old 

unplanned large surplus drawn from Government in term 
deposits with commercial I co-operative banks which were 

not. be ing put lo productive use. In order to ensure lhat 
s urplus funds available with the public enterprise and other 

agen cies se t up by the Government are u sed in public 
interest without in a ny manner restricting .the access of 
these age n cies to these funds, it .decided that a ll 
Gover nment companies I corporations were lo open a 

Personal Ledger Account (PLA) in a Government treasury. 
These companies were not allowed lo withdraw funds from 
.the PL Accounts for transfe rring to commercial banks or 
other deposit institutions. 

It was seen that all the companies I corpora tions did 
not follow thi s order of the Government and continued lo 

deposit their surplus funds with Commercia l banks/ other 
ins titutions. 

In this background, monitoring of the implementation 
of its orders by the Finance Departmen t was examined. It 

was seen that the Finance Department did not have an y 

systema tic info rma tion of surplus funds invested in PLA by 
the public sector enterprises. The complia nce of these 

instructions was lhus left to the administrative departments 

From the examin ation of the selected com panies/ 
corpora tions, the following position emerges: 

(I) The companies / corporations did n ot e ffec tive ly 

implement the Government order. Even when the 
Government was info rm ed of t heir diffi culties to 
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implement the orders, it did not take follow-up action 
on these objections. 

(2) Due lo absence of systematic information , Finance 
Department did not have effec tive control over the 
deposit of funds in the PL Accounts of the Govemmen.t 
Treasuries. 

(3) In the absence of any guidelines or c riteria regarding 
-surplus funds-, the companies I corporations were to 
decide abo ut the method and quantum o f s uch 
surplus funds . As a result, the Government was not in 

a pos iti on lo assess t h e appropriateness of the 
information furnished by the companies / corporations 
regarding U1e availability etc. of ~surplus funds~ by the 

companies I corporalions. 

2B.5. Review of Investments 

The resu lts of review of investments of funds by 
various companies/corporations are discussed hereafter: 

2B.5 . l Gujarat Industrial Development Corporation 
(GIDC). 

2B.5 . l. l Introduction 

Under the Gujarat Industrial Development Act, 1962, 
(Section 19 (2)) and the G.1.0. Rule, 1963 (Rule 14), any 

money not required fo r immediate use was lo be deposited 
with th e banks. The policy of investment of funds was 

reviewed and broad guidelines were approved by . the 
Corporation. The main aspects of these guidelines were: 

(i) Maximum amount of funds, as far as possible shou ld 

be kept for a period of one year giving first priority to 
bank branches advancing loans to the Corporation and· 

then to bank branches with which the Corporation has 
day-to-day dealings till satisfactory service is received. 
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ERRATA 
TO 

REPORT OF COMPIROLLER AND AUDITOR GENERAL 
OF INDIA FOR THE YEAR 1992-93 (COMMERCIAL) -

GOVERNMENT OF GUJARAT 

Reference to 
Sena! 

Number Page Par.1. Ltnc For Read 
number number number 

~from top) 

l (v) - 5th Invested by invested 
Rs. 25 lakhs Rs. 25 lakhs 

2 (vi) - 10th alongwith along with 

3 (viii) - 11th accounts accounts 
reflects reflect 

4 (ix) - 3rd of account of on account of 

H -5 92. 





(ii) The fund s may be invested for shorter periods in bank 
branches lo d evelop business rela lions wilh a view lo 

go for project loans elc. 

(iii) The inveslmenl of Rs. 25.00 la khs or more should be 
ma d e with different b a nk branch es in certificate of 
deposits a fter negotia ling the rate of interest. 

2B.5 .1.2 Investible funds 

Th e Cor po r a tion was h avin g lnves tib le funds of 
Rs.4,701.23 lakhs , Rs .7 ,676.71 lak hs and Rs .8.288.59 lakhs 

at the end of the year 1989-90. 1990-91 and 199 1- 92. 
respectively. The break up of funds is given below: 

Investments of the Corporation 

1989-90 1990-9 1 1991·92 

(Rs. in lakhs) 
Deposits 
(i) In s hort-term deposits 2373.24 944.86 161.19 
(ii) In s hort-term C. Ds Nil 1595.46 1734.12 
(iii) In long-Lcrm deposit 877.78 2598.08 4016.8 1 
(iv) In long-term C. Ds . Nil 770.56 271.86 

Total 3251 .02 5908.96 6 183.99 

Currcnl Accounts 
(i) At. llcad Office 35.68 117.71 41.6 7 
(ii) At branches 1399.92 1640.69 2052.92 

Total 143 5 .60 1758. 40 2094.59 

Cash balance 3.3 1 0.35 0.0 1 

Invcstmenls . 11.30 9.00 10.00 

To Lal 4701.23 7676.71 8288.59 

Investments made by head office, were being reviewed 
monlhly and d ecis ions were taken regarding reinvestments. 
Suc;h review did not cover the funds available in current 
accounts at su bordina te offices. It would be seen from the 
above table tha t investible funds we re increasing from year 

·to year a nd investment in long-term deposits were preferred 
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lo short-tenn C.D.s wereas , investments in long-term C.D.s, 
which afforded more return, were not preferred. 

2B.5. l.3 Violation of Government instructions 

As pe r Sec tio n 17 o f the Gujarat Industrial 

Development Acl. 1962, lhe Stale Government m ay, frorn 
lime to lime iss ue to Corporation s uch general or special 
d irecti ons of policy as it thinks necessary or expedient for 
lhe purpose of carrying out the purpose of lhe Acl and lhe 
Corporation would be bound to follow and acl upon such 
direc tions . In March 1989, the Chie f Secretary to the 
Government informed lhe Corporation lhal with a view to 
bring about financial discipline the Government was keen to 
stric tly enforce lhe direcUons on the mode of investment of 

surplus fu nds and directed tha t all funds placed in fixed 
deposits of banks should be kepl only Lill ma turity and a fter 
lhat s hould be with drawn a nd kepl wilh Government 
treasuries in P.L. Accounts. 

Th e Cor poration showed ils inabili ty t o follow these 
ins truction on lhe ground t h al Corporation. has been _ 
r e ducing r e li a n ce on Governme nt a nd resorting to 
ins lilutional fina nce. It further inUma led lhat considering the 
na ture of operation of the Corporation il needed funds a t a 

short notice wh ich could be arranged with lhe support from 
banks by way of term loans. It was a lso pointed ou t Lhal. 
a fter making a ll payments, the Cor pora tion wou ld reta in 
Rs. 1500.00 lakhs in lerm d eposits which would represent 
only 14 months· cash requirement, cons idering a n outlay of 
Rs. 12000 lakhs for 1989-90. On lhis basis, funds were not 
withdrawn from banks a nd invested in P.L. accounts of lhe 
Government Treasury . The Government did not appear lo 
have critically examined th is response or ins isted u pon 
implement ation of ils order. 
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2B.5 .2 Gujarat State Financial Corporation (GSFC) 

2B.J.2. l Investment of the Corporation (including S.D.Rs. 

witp IJanks) as at the end of the years 1989-90, 1990-9 1 
and 1991 -92 were Rs.55 1.1 3 lakhs , 1583. 16 Jakhs a nd Rs. 
1474.16 lakhs, respectively, as follows : 

Investments of the Corporation 
1989-90 1990-91 1991 -92 

Share acquired u nder 
u nderwriting 
agrl"cment U/s 25(1) (c) 
of the SFC"s Act 195 1 

(i) Preference Shares 

(ii) Equity Shares 

Preference 
Sha res acquired 
under specia l 
capital scheme 

Equi ty Shares 
in Gujarat Indu strial 
&. Technical consultancy 
(GITCO) 

Gujarat Venture 
Capital Fund 

Gujarat Mineral & 
Indus tria l Consultancy 
Services Ltd. 

In term deposits 
(S.D.Rsl with Banks 

Total 

2!J.5 .2 .2 Short Term Deposits 

(Rupees In Lakhs) 

17.27 

10.76 

2.00 

1.10 

NIL 

NIL 

520.00 

551. 13 

17.27 17.27 

7 . 79 7.79 

2 .00 2.00 

1.10 1.10 

40.00 40.00 

NIL 4 .00 

1515.00 1402.00 

1583. 16 1474.16 

The amounts of S.D.Rs were Rs .520 Jak h s, Rs.15 15 

Jakhs and Rs. 1402 la khs, respectively , as on 3 l st Ma rch 
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1990. 3 l s L Ma rch 199 1 a n d 3 l s L March 1992 . The average 

S.D .Hs worked out to Rs. 78 1.4 1 lakhs, Rs.826.33 la khs a nd 

Rs.809.50 la khs d uring 1989- 90. 1990-9 1 and 199 1.92 

respectively. Th e Corporation staled that they were requ ired 

l o keep S .D .Rs with vario u s n a tiona lised b a nks as a n 

incentive to a ltracL s ubscrip tion o f b onds Ooate d by lhe 

Corvuralion 1hree to four Limes every year . The Corporation 

fu rther contended thal m arket liorrowing a m oun Led lo one of 

~he major means of fina nce a nd as s u ch they had to ensure 
full su bsc1iplion of bonds by variou s b a nkers . A lesl ch eck 

in aud it rcvc>aled Urnt lhe mi11imum cond ition a l SDRs (for 46 

clays) requi red l o b e ke pt by t he Corporation was only 

Rs.4 12.43 l<i khs d uring 1989-90, Rs.422.82 la khs d uring 

1990-9 1 a n d 472. 60 lakhs d uring 199 1-9 2 . Thus excess 

fu nds kept in SD Rs during the years 1989-90 lo 199 1-92 

worked out to Rs.368.98 , Rs.403.5 1 and Rs.336.90 la khs, 
r espectively. whic h could h ave been in vesLed in rng re 

p rod uc live invest m en ts. 

'n1e Corporation was required Lo deposit 75 per cen t . of 

i1s surplus funds in P.L. Account IL was seen tha t du ring 

lhe years from 1989-90 lo 199 1-92, lhe Corpora tion d id not 

k eep any a mount in P.L. Account on Ll1e plea tha t lhe s ame 

was nol approved by 1.0.13.1. as p er Section 33 (2) of t he 

S.f.C . Act, 195 1 a nd the legal op in io n ob t a ine d by the 

Corp oration was a lso agai nst depositing it s s u rplus fu nds in 

P.L. Account. The Governme nt d id not fu1t her ins ist u pon 

implementa tion of it s policy of deposit of s urvlus funds in 

P.L. Accou n t in the Treasu ry. 

2B.5.2 .3 Investment in Venture Capital Trust Fund of 

Gujarat Venture Finance Limited. 

As per S tale Fi n a n ce Corporations Acl . 195 1. t h e 
Corpornlio n can subscri be or pu rchase the stock , shares. 
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bonds, or d ebe ntures of an industrial co n cern or other 
concern wilh the prior approval of l ite Development Bank 

,(l.D .lU) . G.1.1. C. requested the Corporation for providing 
contribution to Gujarat Ventu re Finance Ltd . (a company 
promoted by the G.I. I.C. Ltd.) for its Ventu re Capital Trus t 

•fund 1990. The participants to the fund were eligib le to get 
a return from sixth year. The Corporation a pproached J. D.l3.I 
for permis sion for contributing Rs . 120.00 la khs to the 
a fo resa id funds in December l 990. The permission was 
refused in November l 99 l . Meanwhile . t he Corpora tion paid 
Rs.4 0 .00 lakhs to the Company on 31st March 1991. 

The Corporation got back Rs.4 0 .00 lakhs from th e 
Company as la te as in August 1992 a nd thu s the fu nds 
remained locked up in unfruitful investments. Considering 
the prevailing borrowing rate at of 12 p e r cent the 
Corporation lost Rs.6.80 lakhs by way of interest on this 
investment duri ng the pe ri od from April 1991 to August 

1992. 

28.5 .3. Gujarat Mineral Development Corporation 

2B.5.3. l. Ge neral 

The decis ions as lo the investmen t of s u rplus fu nd in 
shares. securities, u n its of U.T.I. , etc., are approved by the 
Uoard of Directors of the Company. The I3oard a uthorised 

the Managing Director in September 1991 , to negotia te and 
settle the purchase deals and rate of return thereon, fro m 
time to Ume. 

Further , the Boa rd approved the gu idelines for Inter 

Corporate DC'posits. investments under Portfolio Management 
Sche mes (PMS) a nd investmen t on Government bonds I 
units in Septem ber 1991 . 

The above guidelines were effective from October 199 1. 
• The Managing Director was also a uthorised to intercha nge/ 
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utilise the said limits within an aggregate limit of Hs.50 
crores to utilise the surplus funds in an appropriate 
manner. 

2B.5 .3 .2 . Inve stment 

The Company h a d in veslible funds o f Rs .4162.49 
Iakhs, Rs.6050.28 lakhs and Rs.7524.61 lakhs as al the end 
of the year 1989-90, 1990-91 and 199 1-92, respectively, as 
shown below : 

Investments of the Company 

1989-90 1990-9 1 1991-92 

(Rs. in lakhs) 
Deposits 

(i) In s hort term 
deposits 3090.56 1073.14 36 1.92 

(ii) In certificate 
of Deposits 223.42 2967.22 2587 .62 

Total 33 13.98 4040.36 2949.54 

Current Accounts 

(i) At I-LO. 17.96 94.95 72.83 

(ii) at Branches 111.99 424.40 295.09 

Total 129.95 519.35 367.92 

Cash balance 15.78 0.44 0.59 

Other Investments 702.78 1490. 13 4206.56 

Total 4162.49 6050.28 7524.61 

It coul d be seen from lhe above tab le t h a t t h e 

investment in certificate of deposit s increased during the 

three years. Increase in other inves tments over the years 

was a lso considerable. 

2B.5.3 .3 . The Compa ny made a short-term deposit of 

Rs.350 lakhs in June 1990 for a period of 92 days with 
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Gujarat Narmada Auto Limited (GNALl. and renewed it from 

time to time ti ll 25 th March 1992. The Compa ny has not 

yet_ got b ack th e deposit amount from GNAL a s this unit 

has go ne s ic k . The prospect of r ecovery of this amo unt is 

re mote. 

Furth e r . the Compa n y did n ot c h arge compe ti t ive 

inte res t r a t e o n the d e pos il amount. o f Rs .350 la khs , 

resu lting in a n avo ida b le loss of interest to the tune of 

Rs .8. 72 lakhs. 

2B.5.3 .4 Non-compliance of Government instructions 

The · Company b egan d ep ositing s m all a m ounts in 

P.L. Accou n t from J u ne 1987 . Th e minimum and maximum 

b alance in P. L.Account <luting the period from June 1987 

to Ma rch 1992 wa s Rs. 14 .25 la khs a nd Rs. 1400 la khs, 

respectively , as against Rs .6 37.5 7 la kh s and Rs. 7590 .98 

la Jshs in FDRs/CDs during the period from April 1987 to 
Ma r c h 1992. As the investm e n t in P .L. Account in 

tre a s uri e s was lo fe tc h h igh e r r a t e of inte rest, t h e 

Company suffe red a loss of additiona l interest in come of 

Rs .48.96 la khs d u rin g the period from April 1989 lo 

Ma rch 1992 . 

2 B.5 .3 .5 Portfolio Management Schem e 

{a ) The Compa ny in vested its s urplu s funds in Portfolio 

Man agem e nt Sch eme (PMS) with various n a tiona lised 

a nd fo re ign ban ks a nd invested Rs .600 lakhs and 

Rs .500 la k h s in PMS _d u rin g the ye a r 1990-91 a n d 

199 1- 92, respectively , wi th the n a ti on a lised banks 

with a n n u a l re turn on investments between 12 . 75 per 

cent a nd 13.5 per cen t. This return wa s less tha n the 

yield on the certificate of d eposits ( 14 .25 to 14. 75 per 

cent p er annum) with t h e n a tion a lis ed b a nks . Th e 
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consequent loss on account of shorl receipt of interest 

was Rs. 7 lakhs. 

(b) The Compa ny p laced Rs.500 lakhs under PMS wHh 

Standard Chartered bank in October 1991 for a period 

of one yea r al th e inleres l rale of 23 p er cent per 

annum. The Company prematu rely encashed t he 

depos it in August 1992, with reduction of inte rest by 

one per cent. Though lhe deposit was encashed on 

25th August I 992, the a rriount of deposit a n d the 

i nterest of Rs .24.93 la khs was credited to the 

Company·s accou nt in Ahmedabad on 12lh September 

1992 which resulted in lhe loss of inleresl of Rs .3 .22 

lakhs on this account. 

(c) The Company e ffected purchase and sale of securities 

and shares of Rs .25.20 lakhs through 1301 Finance 

Limited in 1991 -92 u nder PMS and pajd PMS fees of 
Rs.4 Iakhs. The percen tage of !'MS fees to the value · of 

transactions worked out to 15.87 agajnsl the normal 

brokerage charges ranging between 0.5 p er cent and. l 

per cent 

2B.5.4. Gujarat Industrial Investment Corporation 

2B.5.4. l. General 

The Company invests in assisted a n d promoted units 

a s its main a ctivities . !ls surplus funds are invested in 

Inter Corporate Deposits (I. C.Ds) , bank deposits and current 

accounts . The Ma n aging Director h a s been authori sed by 

the 13oard of Directors lo lake suitable decisions in this 

regard. 

2B.5.4.2 . Investment in I.C.Ds , SDRs, FDRs e t c. 

The Company·s investments in ICDs, SDRs , FDRs, PL 
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Accou n ts as a t the end of March 1992 is given below: 

Investments of the Corporation 

3 l s t 

Ma rch 

19 90 

3 1s t 

March 

1991 

3 l s t 

March 

1992 

(Rupees in Ja khs ) 

Inter Corporate Depos its 1500.00 15 10.00 1000.00 

SD Rs 2 12 .5 7 418.89 280 .00 

FD Rs. 42 .53 42.39 4 2.39 

P.L. Accou nt Deposit 1. 13 1. 13 500.00 

Cash on hand 0 .55 1.60 1.35 

Current Account (Net 
of 0 / d Balance! (-) 171.0 7 549.96 (-)76 .54 

Total 1585.71 2523.57 1747.20 

2B.5 .4.3(a) Inter Corporate Deposits (ICDS) 

The major portion of !CDs of the Company rela ted to 
Gujara t Lease Fina ncing Limited (GLFL) , a sister concern of 
the Compa ny. The Company mad e an ICD of Rs .500 la khs 
with G uj a rat Nar ma d a Va lley Fertlize r Compan y Limited 
(GNFC) from 1st April 199 1 lo 3 1st J u ly 199 1 a t an in terest 
rate of 14 p er cen t p er anruun. Du ring the sa me period , 
!CDs with GLFL which was a s ubs idiary company of GIIC, 
carried interest rate of l 7 p er cen t per annwn. This resu lted 
in Joss o f compe titive inte rest of Rs .3 . 75 lakhs . 

The man agemen t sta led in Oct obe r 1993 tha t GLFL 
w a s n ot i nte re s ted in a cce p ti n g !CD and they w e r e 
compelled lo place funds wi th G NFC to make use of best 
in vestment opportu nities . The Company did not provide any 
record lo s ubs tantia te ils con ten tion . 

2B.5 .4.3(b) S.D .R s. 

The Company Ooats bonds through private placement 
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(i.e. subscription by banks only). The application money to 
these bonds was retained with these banks in the fonns of 
SDRs. Some of the SDRs were extended beyond 46 days, 
resulting in blocking of funds in less fruitful s h orl-term 
investments. While the Company was paying inte rest at 11.5 

per cent to 12 p er cent on these bonds , it received only 6 
per cent to I 1 per cent on the conditional deposits kept with 

the banks. The Company mentioned that such SDRs were 

necessary in order to attract s ubscription of Bonds by 
banks. 

2B.5.5. Gujarat State Construction Corporation Ltd . 
(GSCC) . 

2B.5.5. l. Violation of government instructions 

The Company did not invest its funds in P .L. Account 
but had invested in sh ort-term deposit with the banks. As 

the interest in P.L. Account was higher than the SDRs· in 
the bank, the Company suffered inte rest loss of Rs.9.50 
lakhs as follows : 

Year Amount of Interest Interest Loss 
SOR which earned as that could of 
remained per have been interest 
for whole accounts earned at 
year 10.5 per cent 

(Rupees in lakhs) 

1989-90 70.00 5.59 7 .35 1.76 

1990-9 1 68.21 5.3 1 7. 16 1.85 

1991-92 68.21 1.27 7 . 16 5 .89 

Total 12. 17 21.67 9 .50 

2B.5.5.2 Other points 

Retention of huge balances in current accounts 

For d ay-to-day operations , t h e Company has two 
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current accounts in nationalised banks for its major works 
at unit offices and 69 cu r rent accounts in othe r places 

· (Ahmedab ad-24, I3aroda-6, Gandhinagar- 12, Rajkot- 10, 
Surat- 16). 

The Company was expected to arrange timely transfe r 
of surplus amounts from current accounts in the branches 
to the head office to r( duce the interes t on cash credit. A 
review of banking operation of the Company during the 
period from April 1989 to March 1992 , indicates that the 
Company did n ot have any system to monitor the funds 
lying in the current accounts in the units . Thus, even 
though balances were available under current accounts, cash 
credits were availed by the Company. 

2B.5.6 Other interesting cases 

2B.5.6 .1. Gujarat State Forest Development 
Corporation Limited (GSFDC) 

2B.5.6.1.1. Investment of funds with P.L. Account 

In pursuance of the Government ins tructions, the 
Company opened a P.L. Account in February 1989. 

In July 1990 , the Company approached the 
Governme nt for granting exemption from depos iting its 
s urplus funds in P.L.Accounl with treasu ry on the grounds 
that: 

(i) It takes greater time for depos iting and crediting of 
interest; 

(ii) Certificate of deposi t (CD) fetches more interest; 

(iii) Company's r equirement of funds was vola til e a nd 
Company h ad lo bor row funds from banks on C.C./ 
0 .D . wh e re fixed depos it with Ba nks serves as 
secu rity. 

The Government refused to accede lo the Company's 
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requesl (Augusl 1990). It was seen lhat des pile Government 
instruc lions. the Compa ny conlinued to invest in certificate 
of Deposil (C.D) and fixed Deposit wilh nalionalised banks._ 
The lable below summarises the amount invested in 13anks 

for the three years ended on 3 1 sl March 1992. 

As on 

31/3/90 

3 1/3/9 1 

3 1/3/92 

J\mount 
outstanding 
in CD/FDR 
(Rupees 
in lakhs ) 

184.74 

132.3 l 

59.30 

Rate of 
interest 
(per cent) 

6 to 8.5 

8 to 12.5 

8 to 12 

Period Interest 
days earned 

(Rupees 
in lakhs) 

46 to 366 11.4 7 

I 1 to 91 31.64 

46 to 365 6.15 

2B.5 .6 . l.2. Manage ment of surplus funds of Buls ar 
Fo rest Division. 

As per agreement with the Government of Gujarat in_ 
November 198 1, the Company was e ntrusted with lhe 
managemenl of existing forest of 13ulsar foresl division. The 
agreemenl inter alia stipulated lhat lhe Company would be -
collecling revenue such as Government's share in coups 

cutting. royalty, etc. and transfer surplus funds to 
Government after adj us ting all costs. 

Up to 1991-92. the Company had received Rs.376.97 
Jakhs as grants from Government collected Rs.2009 .43 lakhs 
as forest r even ue a nd incurred Rs. 764 .24 la khs as 
expenditure for establishment and for con servatio n and 
Rs.565.39 lakhs towa rds payment of term Joan interest 
leaving a b a lance of Rs. 1056. 77 lakhs. Besides, the 
Company was having forest deposil of Rs.175.04 la khs 

collected from coups-cutting. offence cases etc. The Company 
transferred only Rs .1139.20 lakhs to the Government up to 
1991 -92 keeping a balance of Rs.92.61 lakhs with itself. 
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Out of above surplus, Bulsar (South) division invested 
Rs.40.35 lakhs during 1989-90, Rs.5.00 lakhs during 1990-
91 and Rs.15.00 lakhs during 1991-92 in short-term deposit 
with the Nationalised Banks for periods ranging from 46 to 
9 1 days. Rate of interest on these deposits was from 6 per 
ceTJt to 8 per cent. Thus the Company earn ed interest 
amounting to Rs.1 .06 lakhs on these deposits during the 
period at the cost of the Government. 

2B.5 .6 .2 . Gujarat State Land Development Corporation 
Limite d. (GSLDC) 

The Company was obtaining loan from the State 
Government from time to time . The Company was drawing 
the loans as and when sanctioned before it was actu ally 
needed and keeping the amounts either in the current 
accounts or investing it in short-term deposits. 

In two unit offices of the Company at Vadodara and 
Palanpur. the following investments were made: 

Year Name Period Minimum Interest Interest 
Of for which balance loss amount 
Unit money for the considering not 

was kept period deposits realised 
in current (Rupees for (Rupees 
accounts in lakhs) in lakhs) 

1990-9 1 Vadodara 151 days Rs.61.14 90 days(8%)Rs. l. 20 

1991-92 Palanpur 184 days Rs.104.61 181 days Rs.5.71 

Total (lakhs) Rs.6.91 

Thus, decision of the Company to draw th e sanctioned 
loan well before it was needed a nd keeping it in current 
accou nts for long periods resulted in avoidable interest loss 
of Rs .6 .91 lakhs. 

The matter was reported to the Government in August 
1993; their reply had not been received (October 1993). 

H -59217. 
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CHAPTER - III 

REVIEWS RELATING TO 
STATUTORY CORPORATIONS 
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CHAPTER - III 

SECTION - 3 

REVIEW RELATING TO STATUTORY CORPORATIONS 

3 . Gujarat Electricity Board 

Review on the working of Kutch Lignite Thermal 
Power Station, Panandhro (Kutch) 
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::,;·:: .. · ,., -rh,~ '· ~ia~t. lo;~r r~-~to;: (PLrl .)ac~i~ved '~6 (~ ~v~s ' ,, 
0::·betweeh 43 fo ' sf< per :cen[ ·' The<j (){*' PLF ' was '.mrunJy< 
\·:attrlb.ufable ,tb' exeessive · fo1:ced 'ou(agesand · shut . do~nS.\: 
· :~~1JIUng in 19~s, c:Jf..r~ven~e ~ounting::,_l9 ~-~· 75 cr9~::··· 
.. ·due to ,.: loss. of 'geiieralion 0(330.645 million uhits duri'ng ':: 
' ih~?perlod ·from :1990-91 · to / 1992-93. ·· .·.'··. · .,,: 

N ~· ~· • ~ 

3.1. Introduction 

The Gujarat Electricity Board had submitted (December 
1977) the project report for ins talla tion of 2 x 55 mw lignite 
based therma l power station in the State utilising lignite 
found in Kutch region. The project report was subsequently 
revised with a proposal to ins ta ll 2 x 60 . mw lignite units in 
Panandhro (Kutch) . The proposal was examined by Central 
Electric ity Authority (CEA). Central Ground Wa ter Boa rd 
(CGWB). National Committee on Environmental Planning and 
Co-ordination (NCEPC), Gujarat Mineral Develo pment 
Corpora tion Ltd . (GMDC). After detailed studies, the feasibtlity 
and lechno-economic appraisal report was submitted to the 
Planning Commission for inclusion in the State Five Year Plan 
1978-83, al an estimated cos t of Rs. 71.27 crores (September 
1979). The cost per kw at that stage worked out to Rs.5939. 
The project wa s to be taken up for implementa tion during 

Kutch Lignite Thermal Power Station 
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1979-80 and lhe first unit was to be commissioned in 1984-
85 and the second unit in 1985-86. 

3 .2-. Scope of audit 

Th e review covers implementation of th e project and 
fac~ors leading to the time and cost over-run and the overall 
performance of the power station s ince commissioning. The 
points noticed d uring the test check conducted during the 
period from December 1992 to August 1993, a re discussed 
in the succeeding paragraph s. 

3 .3 . Project profile 

In order to meet the growing power demand in the 
State and various con str a in ts a n d limitation s in the 
establishment of coal/gas based thermal and hydro-electric 
projects, the Board considered it necessaf)'.' to exploit and 
utilise whatever sou rces of energy available in the State. In 
this context the utilisation of lign ite deposits in the Kutch 
region was considered for power generation. The estimated 
mineable lignite deposits to the tune of 4 1 million ton nes 
sui~able as main fuel and availability of adequate quantity of 
u nder ground sweet water in and around Panandhro area 
were the main considerations for selecting the s ite for lignite 
based thermal units at Panandh ro-Kutch . 

3 .3.1. Availability of lignite 

The annual requiremen t of lignite was estimated at 0.5 
m illio n tonnes to be supplied by Guj a rat Mineral 
Development Corporation (GMDC) from lignite deposits in 
Panandhro. The fuel ch aracteristics were as follows: 

Calorific value 

Moisture 

Moistu re & Ash (bC:'llast) 

Sulphur 

Ash fu sion range 

Alka lis 
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3660 K.cal/kg. 

34% 

44% 

l. 77 to 2.95% 

11000 to 1200" C 

3.7 to 7.9% 



The consumption of lignite for generation of one Kilo 
watt hour (KWH) was estimated at 0. 75 kg. It was noticed 
that the calorific value of the lignite received by the po~er 
station ranged from 3160 Kcal/kg to 2363 Kcal/kg, which 
was considerably lower than that estimated. Thus, 
assessment of the quality of lignite for the project estimate 
was not realistic. The poor quality of lignite resulted in 
excess consumption of lignite from 0. 75 kg/Kwh estimated 
to 0.90 kg/Kwh in 1991-92 and 0.81 kg/Kwh in 1992-93. 

The lower calorific value of lignite resulted in 
consumption of additional fuel for rated generation and 
consequent rise in the cost of generation. It also led to the 
following technical problems hampering the operation of the 
plant.. 

(a) Choking up of conveyor pipes and other related 
systems 

(b) Choking up of reduction ducts in ash handling plant 
due to increase in the ash contents. 

(c) Classifier outlet temperature remains low. 

The Board stated (July 1993) that remedial action for 
these problems is under study with the consultants (M/ 
s.Deseins) and the supplier of the plant (M/s.Bharat Heavy 
Electric Limited). 

3.3.2. Availability of water 

As Kutch is located in an and region with scanty rain 
fall and long dry spells, it was necessary to establish 
dependable source of water for operation of the power 
station. The total requirement of water for two units was 
assessed at 1300 M3 /hour. The Central Ground Water Board 
(CGWB) reported availability of brackish water (saline water) 
in the lignite mines area and sweet water from the bore 
wells to be constructed at a cost of Rs.202 lakhs at Netra 
River region located about 40 Kms away from the project 
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site . The project was approved by the Planning Commission 
on this basis. 

• ~~ 
L1J 

(Dual media filters of water treatment plant) 

GMDC confirmed supply of _brackish water from mines 
area for supply of 600 M3 /hour of water initially for one unit 
_and 1300 M3/hour for both the units by September 1987, 
free of cost. Regarding its sweet water requiremen t, the Board 
did not follow CGWB s u ggestion based on its analysis of 

.samples of water from variou s : ~urces and opted (December 
1983) for a sweet water plant on Reverse Osmosis Technology 
for desalination of brackish water, available in the lignite mine 
beds, a t a cost of Rs.642 lakhs. 
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(Reverse osmosis plant with modules) 
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The water s upply from GMDC min es was ins ufficien t 

a nd from Ap ri l 199 1 to June 199 1. th e s upply was only 

250 M3 / hour which was inadequate even for one unit. The_ 

GMDC h ad earlie r (June 1988) informed lhat th e sub-soil 
water below the lignite m in es b ed h ad gon e down three 

times below than th e level anticipated du ring investigation o~ 

CGWB. 

Under these circums ta n ces th e ava ilab ili ty of water 

from lignite mines wa s doubtful, the Board h a d explored the 
alterna tive source of supply of wa ter from Dha rasi a rea (1 0 

kilom e tres) a t a cos t of Rs.320 lakh s. The CGWB indicated 

(J a nuary 199 1) that the wa ter from this alternative source 

was s ufficient for 10 years for u nit number two only. 

3.4. Project estimates and commissioning schedule 

3 .4 . 1 Projec t estimates 

On th e b asis of techno-econom ic clearan ce given by . 

the CEA, the Planning Commission a pproved (Se pte mbe r 

19 79 ) lhe ins talla tion of 2 x 60 mw gen era ting units at a 

capital expenditu re of Rs. 71.27 crores. The p roj ect wa s to be · 

imp le m e nte d during 19 79-80 . The sch e m e was revised 

(October 198 1) for in s ta lla tion of 2 x 70 mw units by the 
Board , a t an estimated cost of Rs. 159.63 crores. The unit-I 

was sch eduled for commis sioning by Decem b e r 198 5 a nd 

unit- II . six month s th ereafter. 

Th e a b ove commission in g schedules we r e n ot 

m a inta ined a nd t h e project execution wa s d elayed . Th e 

orders for the main plant and equipments for units I and II 

wer e p laced in March 1982 i. e. t hre e years after th e 

approval of the project by the Planning Commission. The 

orders for the fo undations a nd m ai n building works were 

also de layed from Jun e 1980 to Octc be r 1983 . The delay in 
the fina lisation of orders for th e major equipme nts and civil 

works resu lted in increase in the project cost from Rs. 7 1.27 
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crores to Rs.253 crores. The cost per kw also increased from 
Rs.5,939 to Rs.18,071 a s under : 

Name Original Revised Actual Increase in 
of the estimate estimates of exps. estim ates• 
project up to 
componen ts Octob er 1992 -93 Ma rch (5-4) 

198 1 1992 

Ru pees in crores 

Civil works 
(including 
la nd and 
preliminary 
expenses) 10.37 14.66 37 .39 34.70 22.73 

(155) 

Plant a nd 
machinery 50.56 129.29 192.38 191.09 63 .09 

(49) 

Miscellaneous 10.34 15.68 23.23 23.05 7 .55 
(48) 

Total 71.27 159.63 253.00 248.84 93.37 
(58) 

0

3 .4 .2 Commissioning schedule 

As per the ap proved project estimates the 
commissioning of first unit was scheduled on 15th 
December 1985 and second unit on 15th June 1986. This 
schedule was not maintained and unit commissioning 
programme was postponed as many as twelve times due to 

various reasons including the delay in placement of orders 
for critical equipment and selection of the contractors for the 

civil construction works (vtde paragraph 3.5 and paragraph 
3.6 ibid) . Due to financial difficulty from 1983-84 onwards 
the project was accorded a low priority by the Board and 

· consequently sufficient funds were not arranged for taking 
up the project. 

* in bracket percentage figures are given 
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The Board informed (October 1993) that the delay was 
attributable to locating a supplier for the main boiler 
equipment and the delay in placing order for Reverse 
Osmosis plant which was necessary for treating the brackish 
water available in the mine beds. . 

A review of the progress of the project revealed that 
lack of priority in financing the project led to delay and 
escalation of cost. As against scheduled completion in 1985 
and 1986. the project was completed in 1992-93 and the 
cost ballooned from Rs. 71. 27 crores to Rs.253 crores. While 
some amount of the delay was unavoidable due to technical 
revision and fina ncial difficulty, part of the delay was 
attributable to lack of project monitoring. timely placement 
of orders and non-sequential receipt of materials . The gaps 
in the ordering schedules and non-synchronisation of 
execution and erection work contributed to significant 
delays. 

3 .5 Delay and cost escalation in civil works 

The civil construction activities included foundations , • 
structural steel, super structure and auxiliary buildings and 
civil works for lignite handling. and ash handling plants. For 
this purpose provision of Rs.443. 95 lakhs was made in the 
project estimates. As per the activity chart prescribed by the 
CEA the orders for construction works were to be finalised 
within eighteen months from the date of the approval of the 
project. 

There was abnormal delay in deciding the contractors 
for civil works. The work order for the main plant foundation 
works and super structural building works due to be finalised 
in March 1981 was actually finalised in September 1983. . 
Thus, there was a delay of 30 months in placement of order 
with consequential delay in the completion of works as 
discussed in the following paragraphs. 
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3.5:1 Main power house civil works 

The tenders for the main power house civil works were 

i'.1vited in October 1982 and in response five bids were 
received. Board's consultant for the project Messers Desein, 
who scrutinised the bids; stated that V.K.Patel & Company 
(VK) and Shamji Maya & Company (SM) who offered .bids for 
Rs .271 .84 lakhs and Rs.288.52 lakhs, respectively, were not 
qualified for the intricate foundation works for T.G. sets etc. 

as they did not possess the necess<l!Y experience. The Board 
bifurcated the work in two parts (a ) for specialised 
foundation work and (b) main building civil works a nd 

called for revised price bids (June 1983). These bids were 
finalised after discussion with a marginal reduction of 
Rs.2.00 lakhs. The work orders were issued to VK in 

September 1983 for main civil building for Rs.138.25 lakhs 
and for foundation work to Messers Simplex Concrete Piles 
(India) Limited (SCPL) for Rs. 145.05 lakhs. Besides, In the 
process of bifurcation of the work placement of order was 
delayed by eleven months leading to furth e r delay in 
C!Jmpletion of the work. 

3 .5.2 Main building foundation work 

The work order was issued to SCPL for Rs . 145.05 
lakhs with price escalation limited to 4.2 per cent for 24 
months and full escalation thereafter. The work was 
completed in February 1991 after a delay of 54 months a t 
a cost of Rs.303.92 lakhs. The escalation of cost over the 
estimates works o ut to Rs.158.87 la.khs ( 109.5 per cent) . The 
Board stated that original estimates were unrealistic as they 
were prepared without proper soil studies. The escalation 
charges paid by the Board (Rs.42. 10 lakhs) included 
Rs.12.96 lakhs paid due to increase in the cost of cement 

and steel issued by the Board. As the issue rate remained 
same throughout the period, the p ayment of escalation 
charge was not justified. 
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3.5.3. Main civil building works 

The letter of intent (LOI) was issued (October 1983) to 
firm VK for main civil building works for Rs.138.25 lakhs <?n 
firm price basis. The work was to be completed within 24 
months from the date of LOI. Consequent upon detailed 
survey. the volume of work increased to Rs . 198.89 lakhs. 
There was abnormal delay in furnishing the drawings by the 
consultant. The contractor executed the works to the tune 
of Rs. l 75.33 lakhs on firm p1ice basis (September 1990) and 
demanded price escalation for completing the balance works 
amounting to Rs .23.56 lakhs . The Board agreed to pay 
escalation and the work was completed (December 1991) 
with escalation charges of Rs. l 3.48 lakhs. There was overall 
avoidable delay of 74 months in furnishing the drawings 
and non-availability of working fronts to the contractor 
resulting in payment of escalation charges. 

3.5.4 Steel structural works 

The steel structural work for the main buildings was 
awarded (Februa ry 1984) to General Mechanical Wor~s 
(GMW}, Baroda, for completion in 24 months at evaluated 
cost of Rs. I 09.35 lakhs. The actual requirement of steel as 
worked out by the consultant (January 1985) was 3452 
tonnes only. The Board. however, issued the full quantity of 
estimated requirement Le. 4054 tonnes of steel resulting in 
excess issue valued at Rs.30 .10 lakhs . 

The contractor commenced the work from September 
1984 and completed the work valued at Rs.60.69 lakhs up 
to March 1986. Remaining works worth Rs .25.92 lakhs were 
completed during the period between April l 986 and March 
1989 with overrun charges amounting to Rs.6.80 lakhs. 
Although the work was not completed, the Board agreeCl 
(March 1990) to close the contract on 3 lst March 1989. 
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The Board's action for closure of the contract from 
31st Ma rch 1989 was unduly delayed as negligible works 

? mounting to Rs. 1.48 lakhs were carried out during the 
pe riod between April 1988 and March 1989 for which 
overrun charges of Rs. 1.80 lakhs were paid. 

The Board sta ted (October 1993) tha t the work was 
continued as the fronts could not be made available to the 
cont rac tor and the non-availability of fronts could not be 

foreseen. 

3.6 Main plant and equipments 

3.6.1. Delay in supply of main plant and equipments 
by the contractors. 

The Board invited (November 1980) global tenders for 
the design, manufacture, supply, erection and corrunissioning 

of the power plants. Although 32 firms had purchased 
.tender documents, offer was received only from BHEL (20th 
October 1980). This offer was based on imported boiler 
equipments from EVf of West Germany. The price bid was 
"opened on 4th May 1981 and after deta iled negotiations 
(March 1982), ·LOI for the supply of two boilers and two 
turbo generators (T.G) of 70 MW each was issued (March 
1982) at the following price with variation ceiling of 20 per 

rent of the contract value: 

(a) Price for two boilers each of 
330 tonne per hour with 
auxiliaries (FOR Works) 

(b) Price for two T.G.sets 70 MW 
capacity, with auxiliaries. 

(c) Spares for boilers and TG sets 
including recommended spares for 
two years opera tion of boilers 
(Rs.470.25 lakhs) and T.G. 
(Rs.58.18 lakhs) 
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Rs. 7 .65 crores 
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The dellvery of the boiler package was to commence 
from 15th month and was to be completed by 30th mon th 
from the date of release of l 0 per cent advance. Similarl¥ 
delivery of TG sets was to commence from 22nd month and 
was to be completed in 26 months for unit No. I and 32 
months for the unit No.II. The equipments were to be 
despatched in sequential manner so as to carry out erection 
work without hindrance. 

Due to restrictions on the availability of funds the 
delivery schedule of boiler and TG plant was reviewed (June 
1984) and the Board decided to defer the commissioning 
schedule up to July 1987 and again in June 1988 for unit 
No.I and December 1988 for unit No.II. Re-schedulement in 
the supplies as per the revised commissioning schedule was 
accepted by BHEL with an increase in price variation ceiling 
from 20 per cent to 30 per cent. 

(Main control room for power generation) 

The BHEL started the supplies of material from March . 
1984. However, the supplies have not yet been completed 

(June 1993). As the materials were not despatched by them 
in sequence the erection schedule was prolonged up to · 
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March 199 1, and overrun charges amounting to Rs. 90 lakhs 

had to be paid to the erection agencies. 

3.6.2. Loss due to poor storage 

During erection of the power plant. equipment received 
at ~the project site was kept in an open storeyard in un

covered condition resulting in heavy damage due to rusting. 

For the replacement of the damaged equipments, the Board 
placed (July 1989) 14 open order on SHEL and Evr for 
Rs.173.93 lakhs. The extra expenditure could have been 

avoided, had proper storage facilities been developed to keep 
the supplies safe. Further, Rs.104.95 lakhs had also to be 
paid due to damaged equipments at the time of erection of 
the boilers. 

The Board informed (October 1993) that the main 

reaso~s for non-storage of material properly at site were 
non-availability of sufficient staff and the corrosive and 
saline atmosphere at the project site. This contention is not 

tenable as Board was required to make provision for safe 
storage of costly equipments to ensure smooth completion of 
the project. 

3.6.3. Erection and commissioning of boilers 

The work order for erection and commissioning of 
boiler equipments was place.cl (August 1985) on Western 
India Erectors Uinited (WIEL). Pune, at a lump-sum price 

of Rs.279.29 lakhs with a price escalation ceiling limit of 6.5 

per cent up to the scheduled completion period of 35 
months (expiring in July 1987). In case of delay in supplies 

and non-availability of erection fronts, it was agreed by the 
Board to pay overrun charges at the rate of Rs.60,000 per 
month for the first six months from the scheduled 

c~mpletion date and thereafter at the negotiated rate. During 

H-592 / 8 . . 
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the scheduled completion period (July 1987), WIEL erected 

only 2486 tonnes (20.3 per cent out of targeted tonnage of 

12249) and the work was comple ted in December 1991 , 

a fter a delay or 54 months. The main reasons for the delay 

as analysed by th e Board (September 1991 J were : 

i) d efective supplies of boiier materiai which n ecessitated 

intensive modification: 

ii) delayed and non-sequential suppl.ies; and 

iii) non-availability of various fronts in time. 

The rectification work of defective material was canied 

out by the firm at a total cost of Rs.164. 70 Jakhs of which 

BHEL agreed to re imbu rse Rs.59. 75 lakhs only. Balance 

rectification work amounting to Rs.104.95 lakhs was on the 

Board's account. as the defects developed due to prolonged 

and improper storage of equipments at project site. 

3 .6.4. Extra payment of welding charges 

As per terms of the order welding / gas cutting 

charges were paid on the basis of welding / gas cutting per 

centimetre a n d part of a centimetre was to be rounded t o 

next centimetre. 

Welding ch a rges paid on the rectification job worked 

out lo Rs.15.02 lakhs, out of this Rs. 10.95 lakhs we re 

debitable to BHEL. Though t he rectification expenditure was 

recoverable from BHEL, they declined to accept the recovery 

(Rs.10.95 lakhs). The action for recovery of Rs . 15.02 lakhs 

from lhe original contractor was pending with the project 

office (October 1993). 

3.6.5. Erection and commissioning of TG sets 

The work o rde r for erection , testing and 

commissioning of 2 x 70 MW turbo generator units was 
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issued (March 1987) T.O Hindustan Brown Boveri Limited 
(HBB) , Baroda, al a total contract price of Rs.79.90 lakhs 
cm firm price basis. Th e work was to be completed by 

June 1990. Overrun ch arges at the rate of Rs.50,000 per 
month were payable from <July 1989. Although th e unit 
" No. I a nd No. II were s ynchronised jn Ma rch 1990 a nd 

March 199 1, respectively, the Hl3B cont!nued to work u p 
to J a nuary 1992 a nd overrun cha r ges amounting to 

Rs. 15 .50 lakhs were paid for the period from July J 989 to 

J anuary i 992. The overrun cha rges for the period fro m 
April 1991 to January 1992. am ounllng to Rs.6.00 lakhs 
were dis-proportionate to the work execu ted · in the period 
and avoidable as work of Rs. 1.87 lakhs only was carried 

out during this period by the contractor . 

The Board s tated (October 1993) that presence of 
experts of the e rection agen cy w a s n ecessary even after 

SYnchoxis ation to avoid any delay in a ttending to defects or 
to carry out modificat ion. This conten tion is not acceptable 
as the su peivision of this work could have been arranged a l 
a much lower cost, 

The applications of turb ine spray ins ula tion was in 
the scope of H!3B. The Board in (February 1990) placed 
o rd er on Lloyd lnsula t1 on, Baroda, for supply and 

application of turbine spray insu lation at Rs.4.00 lakhs. 
The work was carried out without the con sent of H BB. 

After payment to Lloyd Insulation for the above work. the 
Board proposed a deduction of Rs .40000 for each unit 
from ilie bills of HBB, instead of issuing an ain endment in 

the contrac t for the above work. HBB rates for application 
of tu rbine insu la tion were Rs .3 .62 lakhs . Thus , due to 

n o n -a m endment in the scope of work , the Board h ad 
incurred an extra expenditu re of Rs.2.82 lakhs as undue 

benefit. to HBI3. Baroda. 
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3.6.6 Erection supervision services for main plant and 
equipments. 

For the supervision of erection activities of the 
indigenous equipments of main plant, BHEL offered (May 
1984) supervision services of engineers and experts. Th.,e 
Board approved (February 1985) erection supervision services 

of BHEL for 27 months involving financial implication of 
Rs.90.00 lakhs. The erection supervision services commenced 

from August 1985 and continued up to February 1992 for 
79 months and BHEL claimed Rs . 185.31 lakhs on this 
account. As the erection supervision was prolonged mainly 

due to non-sequential, defective and damaged supplies by 
BHEL, the additional expenditure of Rs.95.31 lakhs should 

have been born by BHEL and restricted for the period 
involved in repair and rectification of these equipments. By 
allowing supervision charges for 79 months , which were not 
admissible the Board incurred an avoidable expenditure of 
Rs.95.31 lakhs. 

3 . 7. Water treatment plant 

3 .7.1. Procurement 

Global tenders for the water treatment plant consisting 
pre-treatment plant, reverse osmosis (R.0.) plant and 
demineralisation plant were invited in May 1982. The letter 

of intent was placed on Degrement S.A. France on 25th 
April 1984 on firm price of Swiss Francs (CHF) 40,71,613, 
U.S. Dollars (US$) 10,25,500 and Rs. l ,88,33,312. Degrement 

stipulated that their prices are firm only when the Board 
obtains actual user's import licence, opens valid letter of 

credit, and make advance payment of 10 per cent of the. 

contract value in Swiss Francs within 45 days from date of 
validity. The time limit for completion was 18 months from 
the effective date of contract. 
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Import licence could be obtained in the month of June 
1985 and advance payment was released in October 1985. 
~e. after 17 months from the date of placement of letter of 
intent. 

The firm requested (May 1986) for comFensation for 
cost escalation a nd submitted a claim for Rs.99. 7 lakhs 

which , after negotiations, was admitted by the Board at 

Rs.50 lakhs (September 1989), as full and final settlement. 

Thus, the delay of 17 months in obtaining import 

licence and making advance payment to the supplier 

resulted in an avoidable extra expenditure of Rs.50 lakhs. 

3.8. Control and instrumentation equipments 

3.8.1. Supply of equipments 

The Board on the basis of offer of Gujarat 
Instruments Limited (GIL) for the design, supply, erection 
and commissioning of Control and Instrumentation 
equipments (C&I) for 3400 T series transmitter valued at 
Rs.389 . 72 lakhs and alternatively with 400 T I 500 T 
series transmitters at Rs .359.42 lakhs, placed order (July 
1986) for C&I equipments with 3400 T series for Rs.389.72 
lakhs on firm price basis. GIL intimated in November 1987, 

that their principal Taylor, had introduced latest version of 
capacitance type transmitters viz 400 T / 500 T series and 

requested for clearance for supply of 400 T I 500 T series. 
This offer of the firm was accepted by Board (October 

1988). This change in the supplies, costed Rs.30 .26 lakhs 
less than the originally contracted price for 3400 T series. 
But amendment was not issued in respect of the contract 

.and payment were made for the supplies as per the 
accepted rate of 3400 T series, resulting in overpayment of 
Rs.30.26 lakhs (approximately) . 
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3 .8.2. Delay in supply 

Although as per the completion schedule th e C&I 

equipments for unit-I and !I were to be rea dy by January 

1988 and J uly 1988, respectively, th e work has not been 

completed so far (May 1993). ConsequenUy, certain control 

loops, indicating and recording instruments and analyticccl 

syste ms have not been put in lo service a nd the main 

plants/equ;pments a re operating on assumption basis. 

Besides, analytical instr uments viz. 0
2 

a n alyser, S0
2 

a nalyser and Hydrazine analyser cos ling Rs.4 7 .22 lakhs, 

n ecessary for the measurement of flu e gas emission from 

the power station for con trolling pollution, h ave a lso not 

been installed (May 1993) resulting in non-measurement of 

extent of pollution for which, the Pollution Control Soard 

(PCB) has served a show cause notice lo t he Boar d 
(August 199 1). 

3 .8.3. Uninterrupted Power Supply (UPS) system 

As per the order, GIL were lo supply 17.5 KVA units 

at a cost of Rs. l. 7 . 10 lakhs. Instead or this 20 KVA unilis 

costing only Rs. 14. 10 lakhs were s upplied , Board made 

payments a t the rate of Rs. l 7 .10 lakhs as per the rate of 

17 .5 KVA units specified in the order. This system was 

damaged during erection (December 1989). In replacement, 

Board had accepted UPS system with 45 KVA capacity a t an 

additional cos t of Rs. 12.59 la khs after adjustment of the 

earlier payments . 

3.9 Operational performance 

S.9.1. Performance of plant 

The unit- I a nd unit-II of 70 mw each were put to 

commercial operation from 9th Novembe r J 990 and 13th 

O c tobe r 199 1. respecti vely. The following table indicates . 
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operationa l performa nce of these units up to 3 1s t March 

19•=l3 s ince the commencemen t of commercial operaUon. 

Performance of the plant 
1990-9 1 199 1-92 1992-93 
Unit -I Un it-I Unit-II Unit-I Unit -11 

!;lou rs avail~ble 

d urtng the year 3412 8784 4080 8760 8760 

Hours lost due to 
outages 
[ 1) Planned 1468 1052 171: 
(2) F'oi ccc! ll42 1504 1163 1942 148 1 

Tota l 1142 2972 1163 2994 3192 

Hours availa ble 
for generation 2270 58i2 29 17 5766 5568 

Percentage of to tal 
outages hours lo 
a · .. a U::ible hours 33 34 29 34 3G 

Possible genera tion 
to hours actually 
worked on the 
basis o f ins ta lled 
capacity in MUs. 158.900 406 .840 204. 190 40:.S.620 389 .760 

Actual genera tion 
including a auxiliary 
o:ons umplion 
In MUs. 109.5 11 278 .297 144.862 263.686 294.898 

S hortfa ll !n 
genera tion 
(co mpared to 
possible genera-
tlon) In MUs . 49.389 128.543 59 .3 28 1 ~9.934 94 .862 

Percentage of shortfal l 
(compared to 
possible generation). 31 32 29 35 24 

Auxiliary c;:,nsumptton 
In MUs. 11.208 42.006 56 .666 

Percen tage of auxiltary 
consu mptio n to power 
generation (gross} 10.234 9 .926 10. 144 

• Plant load facV,,1 46 45 5 1 43 48 

Pla n t availab ility 
factor 67 66 71 66 64 
Pla r.t utilisation 69 68 7 1 65 76 
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A review of the data given above revealed the following: 

a) The actual generation compared to expected generation 
was low in both the units. 

"' ::;:, 
::Ii: 

~ 

Plant utilisation factor 
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The percentage of s hortfall to possible generati.on 
during the years from 1990-91 to 1992-93 for unit-I 
was 3 1, 32 and 35 and for unit-II during 199 1-92 and 
1992-93 was 29 and 24, respectively. 

b) The p lant availability was more than that envisaged in 
the project report (61 p er cent). 
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Even then the plant load factor was very low and 
shortfall in generation ranged between 24 and 35 per 
cent Lower generation increased the cost of production. 

c) Kulkarni Committee, set up by the Government of 
India recommended (1975), that normal maintenance of 
a boiler should take 672 hours annually and of a 
turbo generator set 1080 hours in a span of three to 
five years. It was observed that unit No.I, commercially 
commissioned in November 1990, was under shut 
down for annual -overhaul for 1468 hours and 1052 
hours during the years 1991-92 and 1992-93 
respectively. Similarly unit No.II, which started 
commercial generation from October 1991 was kept 
under overhaul for 171 l hours in 1992-93 which was 
much in excess of the norms fixed by the Kulkarni 
Committee. The reasons for excess time taken in 
overhauling were not analysed by the Board. 

3.9.2. Forced outages 

There were unscheduled forced outages of 7232 hours 
involving total trippings of 34.3 times during the years from 
1990-91 to 1992-93. The number of trippings was very high 
(137) during 1992-93, even-though plant was shut down for 
2763 hours for overhauling. 

The excess hours (2215) over the recommended norms 
and the unscheduled outages hours (7232) resulted in loss 
of revenue amounting to Rs.24.75 crores due to possible 
loss in generation of 330.645 million units (computed on the 
basis of 50 per rent plant load factor after allowing 10 per 
cent auxiliary consumption and 23 per cent transmission 
and distribution losses) at the average realisation rate of 
Rs.1.08 per unit) . 

. 3.9.3. Cost of generation 

The cost of generation per Kwh in respect of unit-I 
and II was estimated at 19. 72 paise in the project report. 
The actual cost was, however, as high as 58.89 paise (1990-
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91) 116.51 paise (1991-92) and 109.70 paise 1992-93 
(provision al). 
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Increase in die cost of generation atlributed by the 
Board was m a inly to : 

i) increase in the cost of project from 7 1.27 crores to 
Rs.253 crores; 

ii) increase in the price of the lignite fro m estimated 
Rs.SO per tonne to Rs.220 per tonne; 

iii) use of furnace oil (L'1is was not included in the project. 
estimates a pproved by the Planning Commission); 

iv) lower thermal e fficiency; 

v) operalion o f units at partial loa d ; and 

vi) unscheduled long outages. 

The management and the Board r..ave not worked ou t, 

any comprehe nsive pl"1 to control the cost of generation. 
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3 .10. Man p ower 

3.10.1. Excess deployment of man power 

For execution of construction activities the Board had 
sanctioned (April 1981) 107 posts in different cadres with a 
view to ensuring that the construction activities to be 
completed by March 1985, and project extension activities by 
March 1990. The construction activities con tinued for a much 
longer and both the units sta1ted commercial operation from 
October 1991. The extension activities have not slarted s o far 
(March 1993). Thus, posts created for construction works 
continued for more than 78 months t.han that anticipated. 

For the Operation and Maintenance (O&M) works, the 
Board sanctioned (September 1988) 412 posts in various 
catego1ies by adopting a higher nom1 of 2.94 persons per mw 
as againsl l.74, 1.44 and 1.76 staff per mw for Ukai, 
Wanakbori and Dhuvaran Thermal Power Stations, 
respectively. This position was reviewed (May 1989), as the 
maintenance work of water treatment, · ash handling and 
iignite handling plants is being given to p!ivate contractors 
and 340 posts were considered s u fficient for 0 & M works. 
nle staff actually deployed at the power station for the iast 
three years showed an increasing trend eventhough, there 
was no change in the installed capacity. 

- ----
Period Installed Number of Number of 
(as on) capacity staff iE employees per 

in mw position mw installed 

3 lst March 1991 140 423 3.02 
3 lsl March 1992 140 455 3.25 
3 lst March 1993 140 577 4.12 

Thus, as on 3 l s t March 1993 , there was an over 
employment of 237 personnel with additional financial 
burden of Rs.89.14 lakhs at the power station event.hough 
O&M work in respect of water treatment plant. ash handling 
plant and lignite handling plant were operated by private 
contractors. The Board informed (October 1993) that the 
fina l O&M staff set up is yet to be finalised. 

123 





CHAPTER - IV 

MISCELLANEOUS TOPICS 
OF INTEREST 
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CHAPTER - IV 

SECTION - 4 

Miscellaneous topics of interest relating to Government 

~ompanies and Slatutory corporations 

4A GOVERNMENT COMPANillS 

4A. l Gujarat Small Industries Corporation Limited 

4A. 1.1 Undue favour to an lm:p~rter 

Under lhe 'Import Assistance Scheme.' the Company 
was providing assistance to importers on tum key basis i.e. 
opening Letter of Credit (L.C .), clearance of goods, bonding 
the goods and helping them in lifting the impmted m a terials 
from the bonded godown. Under this scheme, the Company 
opened a n L.C. in July 1988 in favour of msan Plastics 
Private Limited , Rajkot who had obtained an indent from 
Exim Fibers Corporation, U.S.A. (the Supplier) for supply of 
80 tonnes of P.V.C. Resin S-type 0.90/IV /0.66K value. The 
supplier effected shipment of 37.906 tonnes in August 1988. 
The consignment was received in India on 15th October 
1988 and was kept at the customs bonded warehouse al 
Ahmeda bad . TI1e Company paid Rs. 7.18 lakhs towards the 
C.!.F. value and other expenses in connection with this 
consignmenl. 

However, the party neither llfted the material nor paid 
the charges borne by the Company for L.C. and customs 

duty. despite several reminders specifying the expiry of 
customs bond pe1fod (281.h December 1988}. In December 

1988, the party informed that the material was defective and 
'hence it was not acceplable to them. 

The party's sland was primn. facie incorrect. As per 
_clause 24 of the agreement, there was no agreement of the 
Company with the party for Rale or purchase between the 
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Company and the party (importer) and as per clause 14 
ibid, the Company would not be responsible for any defect 
in the quality of imported goods. However, the CompanY. 
entered into protracted correspondence with the supplier, 
Indian agent and the Consulate General of USA in Bombay 
on the basis of unsustainable objection raised by the partj' 
regarding quality of goods. 

Ultimately, the Company had to lift the material from 
the bonded warehouse in July 1989 on payment of customs 
duty of Rs.4.62 lakhs and warehouse rent and penal interest 
of Rs. I lakh. The party was allowed to take delivery of the 
material in July 1992. The dues receivable from the party 
was Rs.18.62 lakhs as on 31st May 1991. The Company 
decided in March 1992 to waive the interest and deferred 
delivery charges amounting to Rs.5 .82 lakhs and settled for 
principal amount of Rs .12.80 lakhs to avoid any litigation. 

The matter was brought to the notice of Government/. 
Company (July 1993). The Company Informed (October 1993) 
that after lifting the material they handed over the case to 
Gujarat Public Money Recovery Department (GPMRD) for 
intiating the recovery proceedings against the party. The 
importer filed a suit in Gujarat High Court against GPMRD 
authorities and the Company. Permission for disposal of 
material sought by the Company was rejected by the 
Highcourt. The Company further stated that legal course 
would have been a lengthy and time consuming process and 
the material may also get deteriorated. Therefore, they agreed 
to waive the interest and penalty charges and allowed the 
party to lift the material. 

The contention of the management is untenable. Due 
to their failure to act strictly according to the terms of the. 
contract, the party could avoid lifting the material promptly 
from the custom bonded warehouse. In the process, the 
Company was forced to undertake totally avoidable· 
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responsibility and incur unnecessary financial liability in 
lifting the goods and safekeeping them till the party took 
delivery of it. The Government has endorsed the reply from 
the .Company (November 1993). 

4A.2 Gujarat Mineral Development Corporation Limited 
.. 

4A.2.l Infructuous expenditure 

The Company was transporting lignite, from its lignite 
project at Panandhro (Bhuj District) for consumers located in 
coastal area of Saurashtra region by road. With a view to 
reduce increasing road transportation cost, the Company 
considered (July 1984) economy of transportation by sea 
route through Koteshwar Port (Bhuj District) and estimated 
that this mode of transpertation would be cheaper by 

-Rs.41.25 lakhs, Rs.14.85 lakhs and Rs.115.00 lakhs for 
.ports of Okha, Porbandar and Jafrabad, respectively. While 
working out this economy, it kept in view the quantities 
despatched to its existing major consumer Tata Chemicals 

,.Limited (TCL) and expected orders of prospective consumers, 
-mainly Narmada Cement Company Limited and Cement 
!!!Corporation of India Limited. 

The Company advanced Rs.35 lakhs during the period 
llfrom October 1985 to June 1987, to Gujarat Maritime Board 
l(GMB) for development of Koteshwar Port, which· was to be 
-adjusted against port charges payable on lignite handled at 
-Koteshwar Port after its development. Formal agreement was 
lhowever not entered into with GMB for completion of 
:levelopment and operation of the port and repayment of the 

.advance. In May 1988, the major consumer TCL intimated 
!!that they were in favour of despatch by road as it was 
::heaper, road-cum-sea route was cumbersome and time 

-consuming and Koteshwar not being an all-weather port, 
-operation during monsoon had to be suspended. 

As jetty was not commissioned even after a lapse of 
rthr~e years of payment of advance, the Company demanded 
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(April 1991) from GMB repayment of the amount advanced. 
GMB neither repaid nor furnished reasons there for . 
~ccording to the management (April 1993). GMB had no 
intention to operate the port. 

The management could not enforce recovery as they 
did not enter into any agreement with GMB for repayment. 
This has resulted in a loss of Rs.35 lakhs and the interest 
thereon at the rate of 12 per cent per annum to Rs.27.95 
lakhs. The chances of recovery being remote the Company 
had, consequently, written-off the amount in its 1990-91 
accounts. 

The matter was brought to the notice of the 
Government/ Company (Ma,y 1993) . The Company replied in 
May 1993 that though actual benefit accruing on accounts 
of sea route was a matter of evaluation, primafacie it was 

considered cheaper compared to the road transport on 
account of bigger vessel capacity, shorter distance, low fl.,lel 
consumption and cheap labour. It also stated that payqient 
made by the Company towards development of Koteshwar 
Port was in larger interest of welfare of the state as a whole. 

The reply is not tenable as the Company, before 
considering the sea route as cheaper mode of transportation, 
did not take into account the cost of transportation from 
mines to port and again from port to consumer·~ place, 
loading and unloading involved at four more points and 
consumer's preference to transportation by sea route. No 

: cost benefit analysis was done and no commitment from 
Gujarat Maritime Board about time schedule for 
developmental of Koteshwar Port was obtained. 

4A.2.2 Avoidable payment of interest and penalty for 
delayed payment of sales tax 

The Company paid Rs.40.42 lakhs during the period 
from April 1982 to March 1983 as sales tax and Rs.12.89 
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lakhs as central sales tax for the assessment year 1982-83 
on the basis of self assessment. The Sales Tax Department 
assessed the tax liability of the Company for the year 1982-
8-3 in January 1993 as Rs.44.18 lakhs for sales tax and 
Rs.13.46 lakhs central s a les tax. The department also 
charged Rs.10.66 lakhs as interest at the rate of 24 per cent 
ru,d Rs.0 .90 lakhs as penalty on the short payment of tax 
made by the Company for the year 1982-83. The Company 
paid these amounts in March 1993. 

The interest and penalty payments could have been 
avoided by the Company if .the an:iounts of taxes were 
properly calculated at the time of self assessment by the 
Company. 

The matter was reported to the Government/ 
Management (June 1993); and replies have been received 
from Management (August 1993) I Government (October 
1993). The Management and Government have intimated 
that payment of sales tax and ·central sales tax is being 
made by the Company on the basis of self assessment since 
1964-65 and the Company retained an adviser for filing 
necessary returns of sales tax. The Company has preferred 
an appeal against the order of the sales tax officer on the 
ground that the interest should be waived as the 
assessment was done after the prescribed period. 

4A.3 Gujarat State Textile Corporation Limited 

4A.3. l Los's of interest 
I 

The Government of Gujarat in Finance department 
directed the Government companies I corporations to deposit 
75 per cent of their surplus funds with the Government 
treasuries which would allow more interest by half per cent 
on the deposits than that allowed by the commercial banks. 
The Company deposited Rs.150 lakhs and Rs.496.82 lakhs 
on ·2nd November 1989 and 24th April 1990, respectively. 
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for 91 days in Personal Ledger Account (Pl.A) No. 13 with 
Ahmedabad treasury. 

In case of renewal of the deposits, the depositor was 
required to inform the treasury office on or before the expiry 
of maturity date of the deposits, failing which no interest 

was to be allowed on the deposits lying in PLA after 
J 

maturity date. The Company requested the treasury officer 
for first renewal of both the deposits only in February 1991. 
As a result, the treasury officer did not allow interest for the 

period from 1st February 1990 to 31st January 1991 in 
case of deposit of Rs.150 lakhs and for the period from 24th 

July 1990 to 31st January 1991 in case of deposit of 
Rs.496.82 lakhs, resulting in loss of interest of Rs.34.45 
lakhs to the Company. 

The Management replied (February 1993) that it was 
not clear about the exact position of fund requirements 

during the period and that they presumed that the deposits 
would earn interest starting from the period of expiry of the 

last date of deposit automatically as in case of Bank 
deposits. The Company also stated that the matter was 
taken up with the State Government in February 1991 fo 
allow interest on these deposits, but no decision has been 
conveyed to them. 

Had the Company reviewed Its investments periodically 
and exercised normal prudence in the matter by familiarising 

itself with the rules of operation of PLA accounts, this loss 
would have been avoided . 

The matter was reported to the Government/Company 
in July 1993. While the Company conveyed the same points 
as contained in their earlier reply of October 1993, a reply 
from the Government is awaited (November 1993). 
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4A.4 Gujarat Agro Industries Corporation Limited 

4A.4. l Loss on trading of sesame seeds 

The Co• . •any (GAIC) offered its quotation on 6th 
November 1990 for export of 95/5 quality sesame seeds at 
the rate of Rs. 15,600 per Mr for a firm in USSR to Gujarat 
State Export Corporation Limited (GSECL). The Company 
earlier exported the same commodity to USSR in January 
1990 and presumed that the materials to be exported by 
GSECL to the Russian firm would be as per the 
specifications of its previous contract. There was a profit 
element of approximately Rs.1,000 per MT in the rates 
quoted in November 1990. Orders for supply of 500 Mrs of 
the seeds were placed by GSECL on GAIC on 6th/7th 
November 1990. 

On 20th November 1990, the Com.pany received the 
terms of the contract from GSECL and found that the 
technical specifications of the Russian buyer were different 
ftom those of the earlier contract. 

The Company requested (21st November 1990) GSECL 
to cancel the contract at par as it was not in a position to 
purchase the seeds of same quality from the market. GSECL 
however pointed out (28th November 1990) that the request 
of GAIC was not acceptable as the business was finalised 
based on their offer and therefore they should carry out 
de livery of the seeds at the agreed ra te of Rs . 15,675 per 
M.T. which was higher than the quoted price. 

The seeds h a d to be purchased as p e r the new 
specifications from the market and in this process the prices 
went up and the Company had to pay higher prices and 
consequently suffer a loss of Rs . 13 .59 lakhs . The 
.Management stated tha t the total loss of Rs. 13.59 lakhs 
was shared between the Company and· GSECL in the ratio 
of 3 :2 lo keep up the image of both the companies in the 
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international market. The GSECL stated that they agreed to 
share the loss in the interest of fulfilling export obligation 
and the prestigious order from USSR. The loss borne by the 
Company came to Rs. 8. 16 lakhs. Thus offer of quotation for 
supply of sesame seeds without verifying the ac tual 
specifications resulte d in loss of Rs.8.16 lakhs in 
procurement of sesame seeds. ., 

The matter was reported to the Government/Company 
in March 1993. The Government informed (May 1993) that 
the Company had no alternative but to procure the material 
at higher rate and thereby incur the loss as they h ad to 
uphold the prestige and image of GSECL in the international 
market and to keep up the business relation between the 
GAJC and GSECL. 

Had the Co~pany ascertained the specifications before 
agreeing to supply the commodities to the foreign buyer, the 
loss could have been avoided. 

4A.5 Gujarat State Construction Corporation Limited· 

4A.5. l Loss on delayed execution of work 

The Company was given work order in December 1984 
for the construction of water a nd drinking water supply 
system at Hazira Gas Processing Complex of Oil and Natural 
Gas Commission (ONGC) at a cost of Rs. 61.38 lakhs. The 
work was to be completed within six months from the date 
of commencement and in the event of failure to complete 
the work within the stipulated time, the Company was liable 
to pay a penalty of one p er cent of the value of contract per 
week of delay subject to a maximum of ten per cent. The 
Company completed the work in October 1986 after a delay 
of sixteen m onths and requested (27th January 1987) for 
extention of time limit up to the time of completion of the 
work. 
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The Company advanced (October 1992) the followi1_1g 
reasons for the delay in completion of work. 

1. Late receipt of work order by 1 1/2 months. 

2. - Non-handing over of clear site in certain areas by 
E.1.L. 

3. .. De-watering and removing of slush from the work site 
after monsoon, which were not provided for in the 
tender. 

4. Applying of paint to foundation concrete, though not 
provided for in tender. 

The total delay of 16 months was analysed by ONGC 
and only 4 1 

/ 
2 

months delay was found to be attributable 
to E.I.L./Owner. ONGC recovered 10 per c~nt penalty of 
Rs.6.14 lakhs as per the terms of contract. 

Thus, the failure to adhere to the time schedule, 
resulted in an avoidable loss of Rs. 6.14 lakhs to the 
Company. 

The matter was reported to the Government (May 
1993); their reply have not been received (November 1993). 

4A.5.2 Wasteful expenditure 

The Company had undertaken work for construction of 
48 A type and 48 B type quarters at Athwa Gate, Surat for 
the employees of the Police Department, on behalf of 
Government of Gujarat. For this purpose, HUDCO had 
sanctioned a loan of Rs.84.81 lakhs to the Company in 
April 1989. The Company awarded the work of construction 
of 48 A type quarters to Chirag Builders, Ahmedabad, in 
July 1989 for Rs.27.79 lakhs being 36.75 per cent above the 
tendered amount of Rs.20.32 lakhs. The contractor carried 
ou! the work valued at Rs.2.77 lakhs up to July 1990 and 
stopped the work as clear site was not available for which, 
old police quarters were required to be vacated by the 
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employees and demolished. Final decision about alternative 
site has not yet been taken (February 1992). 

The management stated in October 1992 that the site 
clearance required rehabilitation of occupants before 
dismantling of existing quarters and also shifting of overhead 
high tension electric lines. The department also mentioned 
that -the new quarters after dismantling the existing quarters 
are to be located in the centre of Surat city and · involved 
use of prime land. The department was accordingly 
considering the ~alternatives of either to relocate the police 
quarters or using smaller area to construct a high rise 
building instead of utilising the entire area of horizontal 
planning. ·The management mentioned that till a final 
deci.sfon is arrived about site and it was handed over to 
Chirag Builders, there was no alternative but to wait. 

Thus. by awarding work on unclear site, an avoidable 
expenditure of Rs.2 . 77 lakhs was incurred by the Company 
which will ultimately have to be borne by the Government 
of Gujarat. Higher expenditure on unfinished work may be 
inevitable as and when work is restarted due to liability to 
pay high rates caused due to delay in completion of ~the 
work. 

The matter was reported to Government I Company in 
June 1993. The Company replied (July 1993) that agency 
was fixed by the Company with the expectation that the 
police department would get the site cleared by way of 
demolition of existing quarters but only a small area was 
made available to the Company. It was further stated that 
due to failure of police department to make available the 
clear site for work, the Company could not do further work 
and the work was not don~ with any wrong intention and 
it was done in natural course of activity at the cost apd 
risk of the principal contractor. The Company's reply is not 
acceptable as it was the primary duty of the Company to 
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obtain clear site for allowing the sub-contractor to cany out 
the work. The failure has resulted in wasteful expenditure of 
Rs.2. 77 lakhs to the Government of Gujarat. Government 
reply ·is awaited (November 1993). 

4A.5.3 Excess expenditure due to negligence in 
quoting rates 

The Company was awarded the work for construction 
of campus buildings for Water and Land Management 
Institute (WALMI) in December 1986, by the Government. In 
the work order issued to the Company, the rate payable 
mentioned for item No. 7(a) for providing and laying 
controlled cement concrete M 150 and curing etc., complete 
and giving exposed concrete work fair finish including the 
cost of form work and excluding the cost of reinforcement 
for R.C.C. work in foundation, flooring, etc. was Rs.68.00 per 
cubic metre. The Company awarded this contract on the 
same terms and conditions in January 1987, to Patel 

. Construction Company at 5.5 per cent margin on tendered 
cost. While issuing the work against the contract order, the 
Company however, prescribed the rate of Rs .650.00 per 

- cubic metre instead of Rs.68.00 for this item of work. A 

total of 555.08 cubic metres of the aforesaid item work was 
done and the Company paid Rs.3.61 lakhs to its contractor 
whereas it received only Rs.0.38 lakh for the same item 
from the WALMl. The Company stated that there was an 
apparent error in one item but overall there was a profit of 
Rs .7.82 lakhs in this work. The reply is not tenable as an 
error on the part of the Company resulted in extra 
expenditure of Rs.3.23 lakhs. 

The matter was brought to the notice of Government 
I Company in July 1993. Though the Company"s reply was 
received on August 1993, further information called-in were 
not received so far (November 1993) and the Government 
reply is still awaited (November 1993). 
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4A.6 Tourism Corporation of Gujarat Limited 

4A.6.l Loss at the Tourist Information Bureau, Calcutta 

The Company opened a Tourist Information Bureau 
(TIB) at Calcutta in March 1990. A junior receptionist of the 
Company was posted as the Resident Manager in April 1991 
at this office. 

As per standing instructions of the Company, the 
income received by the TIB was required to be deposited in 
Current Collection Account in the Bank first and the 
balance was to be transferred by Money Transfer I Demand 
Draft to the Head Office by 5th of following month. The 
revenue received by the TIB was not to be utilised as head 
office sends amounts separately for expenditure and salary 
payments. 

The Company conducted a special inspection ~f this 
office in November 1992 and noticed that against revenue 
receipt of Rs.5.24 lakhs during the period from March 1990 
to November 1992, only Rs.1.03 lalrns were remitted to the 
head office and Rs .0.58 Ialffi was unauthorisely spent. The 
balance Rs.3.63 Iakhs were not accounted for and were -
apparently misappropriated. 

The special inspection further revealed that TIB, 
Calcutta neither opened collection account, nor maintained 
cash book or accounts for petty deposit. The revenue 
receipts were kept by the Resident Manager in his personal 
custody .and in his personal bank account and not in the 
authorised bank account. 

Though, the misappropriation was . noticed during 
November 1992 the matter was discussed in the Board only 
on 29th March 1993. The Board decided that a senior 
functionary from Head Office would be deputed to complete _ 
the inquiry and initiate suitable disciplin"ary action against 
the defaulting officer. So far. no action appears to have been 
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initiated in this regard. The Company did not receive any 
further remittances from TIB. Calcutta and the same person 
continued as Resident Manager (July 1993). 

The matter was reported to Government/Company in 
August 1993; their replies have not been received (November 
1993). 

4A 7 Gujarat Insecticides Limited 

4A 7 .1 Loss due to hasty purchase 

The Company imported 120. 12 tonnes of Dimethyl 
Gluterate (DMG) at Rs. 18.59 lakhs and 16.5 tonnes of 
Methylene dichloride (MD) a t Rs 1.36 lalths in September
October 1985 for the manufacture of llichloro pyrtdinol rrcJ 
a nd Chlorophyriphos at its plant at Ankleshwar. The 
imported m a terials were brought to custom bonded 
warehouse (Central Warehousing Corporation). Ankleshwar 
during the period between September 1985 and April 1986. 

The Company could not lift the material immediately 
as the agreement for transfer of technical know-how for 
manufacture of these items was finalised by the Company 
only in August 1988. Out of 120 tonnes of DMG bonded by 
the Company. only 54.34 tonnes were lifted after a delay 
ranging from 21 months to 41 months. Out of the ex
bonded stock, 37.62 tonnes were utilised for trial run 
production in February 1989 and the finished semi-finished 
products were lying with the Company (Rs .14.56 lakhs) and 
15.84 tonnes were lying in stores (January 1991). 

To ex-bond the remaining 65. 78 tonnes of DMG, the 
Company was required to pay on its ClF value of Rs 9 .81 
lakhs. customs duty Rs. 14.50 lakhs and interest Rs. 12.49 

.lakh s. As the Company was not like ly to use DMG. the 
Management relinquished its title to 65. 78 tonnes of DMG, 
with Customs department even when obtaining legal opinion 
on the disposal of DMG was in ·process and the Board had 
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not approved any method of disposal. This resulted in loss 
of material of Rs.9.81 lakhs. 

The Management stated (January 1992) that due to 
mechanical and process problems production was to be 
suspended and it had to relinquish the title of the goods to 

save interest and customs duty. 

Thus, the import of DMG and MD at a cost of 
Rs. 19.95 lakhs was hasty. Materials were imported even 
when the know-ho~ transfer agreement had not been 
finalised and the utilisation of these imported items was 

uncertain. Subsequent mechanical and processing problems 
leading to suspension of production indicates that the 
import was made even without adequate feasibili ty study, 
resulting in loss of Rs. 9.81 lakhs to the Company. 

The matter was reported to the Government and the 
Company in March 1993. It was intimated by the Company 
in April 1993 and the Government in August 1993 that 
decision to relinquish the title of remaining stock of Di-Methyl 
Gluterate (DMG) was taken purely on the grounds of business 
strategy. The reply is not tenable as the Company imported 
DMG in September / October 1985 though agreement for 
technical know-how was finalised only in 1988. Further the 
Company deferred the production of TCP and Chloropyriphos 
for which DMG was raw material and decided to manufacture 
other products such as Monocrotophos and Metaphenoxy 

Benzaldehyde for which DMG was not require d and 
consequently relinquished the title of remaining stock of DMG 
and suffered loss of Rs.9.81 lakhs. 

4A8 Sarclar Sarovar Narmada Nigam Limited 

4A8. l Construction of staff quarters without 
ascertaining demand 

The work for construction of 516 numbers of A and B 
type quarters was awarded by the Company in July 1987 
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and construction was completed in August 1989 at a cost 
of Rs .210.87 la khs . The ancillary works of internal 
e lectrification, laying pipe line and road light/ street light 
took 2 years and 9 months after the completion of 
construction work and the quarters were ready for ailotment 
in May 1992. The total expenditure for completion of 516 
quarters came to Rs. 225.00 Jakhs . 

The Company estimated the requirement of staff 
quarters at 7354 numbers in September 1983. Not a single 
quarter out of the 516 quarters constructed and ready for 
occupation from May 199 2 , onwards has yet been allotted 
(October 1993 ) to the work charged staff for want of 
demand from them. Thus. all the quarters complete with 
infrastructure facilities are lying vacant since May 1992 
which is indicative of total lack of foresight on the part Of 
the Company in planning its construction activity. As a 
result, the investment of Rs.225 lakhs is idling from May 
1 ~92. Meanwhile , the Con1 pany continues to incur 
expenditure on their safe keeping. maintenance and repairs 
before these could be actually allotted. 

The matter was brought to the notice of Government/ 
Company in May 1993. The Company replied (September 
1993) that work-charged staff when appointed was 
accommodated in vacant quarters meant for other regular 
s taff and when new regular s taff is appointed on temporary 
establishment. the quarters allotted to work charged staff 
would be got vacated and the 516 quarters constructed for 
work-charged staff would be allotted to them. The Company 
also s ta ted that it intend to allot these quarters to daily
waged staff after the rules and regulations relating to the 
eligibility criteria work finalised by the Company. 

The reply shows that demand and immediate 
requirement was not properly assessed and there was no 
proper prior planning for allotment of quarters to work 
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charged staff and as a result 516 quarters constructed 
at a cost of Rs. 225.00 lakhs are lying idle since May 
1992. 

The reply from the Government has not been received 
so far (November 1993). 

48 STATUTORY CORPORATIONS 

48.1 Gujarat Electricity Board 

48.1.1 Avoidable expenditure due to failure to invoke 
repeat order clause 

The Board placed orders in February 1991 for 
purchase of 645 distribution transformers of different 
capacities of conventional type. Based on the requirement of 
subsequent period, the Board invited tenders in April 1991 
for purchase of the same items. Though the Board was 
entitled to place repeat order 50 per cent of 645 transformer 
i.e. 321 tranformers, the Board, iP..stead of invoking repe<J.t 
order clause, placed order in October I November 1991 for 
558 transformers thereby incurring an avoidable expenditure 
of Rs.81 lakhs as detailed below: 

Capacity Quan- Quan- Updated End- Differ- Avoidable 

of Uty · of tlty endcost of ence In additional 
transformers original available cost subsc- end-cost expend!-

lender for repeat ortgtnal quenl 

22KV/200KVA 37 

l lKV /200KVA 56.5 

l lKV /500KVA 43 

645 

order tender tender 

18 

282 

21 

321 

In Rupees 

87774 88769 

64586 67655 

15517 159811 
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3069 

4640 

turc 

17910 

865458 

97440 

980808 



The Board informed that repeat orders are to be placed 
only in cases of limited urgent requirement and it did not 
seem logical to go for repeat order as soon as indent was 

. received without ascertaining rates for higher quantities. The 
Board also mentioned that tenders were floated to obtain 
competitive prices for larger quantity. 

This contention is not tenable as the provts1on of re
ordering clause in the contract is included to get price 
advantage in the face of escalation of prices and the higher 
price against the new tenders were known to the Board in 
July 1991 when these tenders were opened and evaluated. 
The Board failed to correlate the indents of 1991-92 with 
the repeat order clause and the higher price against the new 
tenders and thus incurred extra expenditure of Rs .9.81 
lakhs. 

The matter was reported to the Government/ Board in 
March 1993. The Government forwarded the same reply as 

·was given by the Board to Audit query. 

48.1.2 Avoidable payment of excise duty and sales taz: 

The Board procures power and distribution 
transformers duly filled with transformer oil to enable the 
Board to put the transformers to requisite tests, as provided 
in its specifications and to avoid moisturing of the windings. 
While the .transformers are subjected to excise duty ranging 
between the rate of 10.5 per cent and 21 per cent (inclusiv~ 

of five · per cent additional duty on basic excise duty). 
transformer oil is exempted from levy of excise duty. 

It was observed in audit that, the Board had been 
paying excise duty on the aggregate value of trans formers 

• including the value of transformer oil, at the prescribed 
rates. During three years ended March 1989, the Board 
purchased 8,381 distribution transformers and 108 power 
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transformers which included transformer oil valued at 
Rs.324.55 lakhs on which the Board made an avoidable 
payment of Rs.61.35 lakhs towards excise duty and Rs.6 .02 
la khs on sales tax. Had the Board indicated the value of • 
transformers and transformer oil distinctly in the purchase 
orders, the payment of Rs.61 .35 lakhs on account of excise 

duty on transformer oil and Rs.6 .02 lakhs towards sales tax 
thereon could h ave been avoided. 

The matter was reported to the Board/Government in 
June 1993. The Government replied (October 1993) that the 

Boa rd is purchasing transformer as a unit equipment 
comprising of various components including transformer oil. 
It was also stated that unless the oil is separately issued 
and trans ported to the site it would not be proper to show 
the transformer oil as a separate item in order schedule and 
by merely showing separately the value of oil filled up in 
the transformer the excise department and sales tax 
department may not consider the value of oil distinctly for -
assessment of excise duty and sales tax. 

The reply is not tenable as the value of transformer ~ 

oil, though it was an essential component of composite unit, 
could have been shown separately in the purchase order for 

availing the benefits of excise duty and sales tax, if the 
terms and conditions of supply would have been properly 
devised . Moreover, the presumption that the excise 

department and sales tax department would not have 
considered the value of oil distinctly for assessment purpose 
is not reasonable as the matter was not referred to the 
respective departments. 

48.1.3 Under recovery of energy charges 

The tariff for supply of high tension power by the 

Board provides that the peak hour consumption totalling 8 
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hours in a day, as recorded by the peak hour meter (PHL 

meter) at the premises of high tension consumer is to be 
charged. The rates were fixed at 15 paise per unit from 15th 
November 1990. 

In the case of a cement factory (Panchamahal Cement 
Co,!11pany). having contract demand of 3400 KVA , the 

internal audit department detected (February 1991) that the 
meter was recording less consumption as compared to the 

total consumption of energy recorded in the trivector meter. 
The meter was removed and got tested by the Board, which 
confirmed (April 1991) that the meter was defective and slow 
by 58.33 per cent. 

Even after detection of the defect in the meter, the 
Operation ar.d Ma intenance Division, Dahod did not take 

any action against the consumer until the matter was 
pointed out by Audit in October 1991. The Division issued 
a supplementary bill for Rs.4 .11 lakhs in November 1991 for 
the period from August 1990 to October 1991 , which did 

not include the earlier period from April 1985 to July 1990 
on- the ground tha t under sub-clause (VI) of Section 26 of 

the Indian Electricity Act, 1910 recovery can be made only 
for a period of six months prior to the date of detection of 
the defect of the meter. 

The division was not alert in detecting the defects in 
the meter from the time of installation (April 1985) till May 

1990. When internal audit detected the matter, the division 
did not take prompt action even after the matter was 
reported . Thus the ultimate revenue loss amounted to 

Rs.12.07 lakhs to lhe Board and Rs.2.90 lakhs as electricity 

duty and tax on sale of electricity to the state government. 

The matter was reported to the Board/Government in 
July 1993. The Government stated in October 1993 that the 
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peak hour consumption prior to removal of defective meter 

and after installation of checked meter did not show any 

abnormal variation and it was apprehended that the defect 

might have taken place during. . transport I attending 

activities. The reply does not appear to be tenable as it is 

based on presumption and not factual position. Besides, the 

peak hour consumption on lower side was pointed out -by 

the Internal Audit Department of the Board and the meter 

also showed to be slow by 58.33 per cent when checked in 

the laboratory. 

4B. l.4 Excess payment of incentive 

To deal with the short receipt of coal the Board 

decided in May 1991 to pay incentive to loading supervision 

contractors at the rate of Rs.2 per tonne for every tonne of 

coal received in excess of 49 tonnes on average basis for 
the total quantity received for a calendar month. In October 

1991, the Board reviewed the receipt of coal per wagon .. In 

modification of its earlier decision it decided (October 1991) 

to pay the incentive on the total quantity of coal during the 

calendar month instead of on the excess over 49 tonnes; if 

the average receipt of coal per wagon was more than 49 

tonnes during the month. 

Contracts for loading supervision were awarded for one 

year from 15th May. 1991 to two agencies for Ukai, 

Wanakbori and Gandhinagar Power Stations and to another 

agency for Sikka Power Station. The contracts were 

subsequently extended for two years i.e., up to May 1994 on 

same terms and conditions. The Board received 140.09 lakhs 

tonnes of coal during May 1991 to December 1992 and 

incentive of Rs.1.202.05 lakhs were paid for the entire 

quantity of the Coal. 
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It was noticed in audit that actual rate of incentive on 
average worked out to Rs.8.58 per tonne and not Rs.2 as 
provided in the Board Resolution of October 1991. The 

exE:ess payment was beyond the scope and intention of the 
Board Resolution and the total excess payment worked out 
to Rs .921.86 lakhs on 140.09 lakhs tonnes of coal. 

Further it was seen that, 11.08 lakhs tonnes of coal 
was received in excess over and above the 49 tonnes per 

wagon up to December 1992. As Rs.1202.05 lakhs was 

paid as incentive on the excess receipt of coal, the incentive 
worked out to Rs.108.41 per tonne of excess tonnage over 
the average receipt of 49 tonnes per wagon in a month. The 
incentive worked out to 20.07 per cent of the average cost 

of Rs.540 per tonne of coal during this period. 

Thus by pegging the effective rate of incentive to a 
very high level covering the entire tonnage , the Board 
incurred an extra avoidable expenditure of Rs.921.86 lakhs 
up· to December 1992. 

The matter was reported to Government I Board in 
Ju1y 1993. In their reply, the Government while agreeing 

that the rate of incentive was Rs.108.48 per tonne, justified 
it on the ground that payment at smaller rate on total 
quantity matches the payment at much higher rate on 

incremental quantity. It further stated that the cost of coal 
was Rs. 1128 per tonne and payment of Rs.108.48 per tonne 
was less tha n 10 per cent of the cost of coal received 
additionally. 

The Government also mentioned that the incentive 
payment helped them in getting 11 .08 lakhs tonnes of 

additional quantity of coal costing Rs . 124.84 crores and 

therefore the incentive was justifiable, logical and reasonable . 
The Board further mentioned that this helped in generation 
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of electricity of 1533 MU s during 1992-93 and earn 

additional revenue of Rs.153.30 crores. 

However, on a scrutiny of the factors leading to 

additional generation of electricity it appears that the Board 
has not analysed the matter correctly and considered the 

relevant factors like increase in plant availability factor and 

increase in installed capacity etc. leading to higher 

generation. The availability factor in respect of Wanakbori 

and Gandhinagar Thermal Power Station increased from 73.9 

and 86.1 in 1991-92 to 79.6 to and 88.2 in 1992-93 

respectively. One unit of 210 MW of Gandhinagar which was 

available for only for four months in 1991-92 was available 

for the whole year in 1992-93. Thus , out of total increase 

of 1533 MUs in 1992-93 in generation, the increase of 538 

MUs was attributable to above factors. 

4B.2 Gujarat Industrial Development Corporation 

4B.2. l Injudicious reduction in allotment price 

The Corporation developed housing area at Ankleshwar 

in three phases covering about 123 hectares of land frnm 

time to time. The allotment price was revised from Rs.55 to 

Rs.205 per square metre (SMT) from March 1989 due to 

increase in the average cost of land and development cost. 

The Corporation had worked out total cost per SMT 

considering loss incurred on account of area already allotted, 

to Rs.235.48 per SMT. Thus, the revised price should have 

been fixed at Rs.235.48 per SMT and therefore even this 

revised price of Rs.205 per SMT was uneconomical. In 

response to representation made by the Ankleshwar 

Industries Association, the Corporation further reduced the 

revised allotment price from Rs.205.00 to Rs.180.00 per SivlT 

in January 1991 though a similar representation was earlier 
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rejected on the grounds of financial non-feasibility. The 

revision of the revised price was, therefore, made without 
considering either the actual cost or even the reasonableness 

applicable to the original revision. 

From 1st January 1991 to 3 1st March 199 1, 54768 
SMTs of land were allotted at the reduced revised rate of 

Rs". 180 per SMT. The matter was taken up by audit in 
March 1991 and the Corporation revised the allotment price 

in April 199 1 to Rs.225 per SMT. 

Although, the Corporation worked out the loss of 

Rs.30.48 per SMT on the revised allotment price (Rs.205 per 
SMT) effective during th e period between March 1989 and 
January 1991, this was not recovered from the a llottees. 

Thus, even while the revised price of Rs.205 led to loss of 
Rs.30.48 per SMT, the Corporation incurred th e burden of 

further loss on revising this a llotment price downwards to 
Rs . 180, the total loss worked out to Rs.30 .39 lakhs at 
Rs:55.48 (Rs.235.48 less Rs. 180) on allotment of 54 768 SMT 
of land. 

The matter was brought to the notice of the 

Government/ Corporation (May 1993). The Government stated 
(October 1993) that the Corporation , after taking the loss 

into consideration, had taken the deliberate decision to keep 

the price below the cost and also stated that for those who 
had applied before 3 1st March 1991 the price would be 
Rs . 180 per SMT up to June 1991. Consequently, the 
amount of total loss will further increase to the exten t of 

such allotment. 

48.2.2 Loss due to informal arrangements for 
execution of work 

The Government entrusted work for development of 

ship breaking yard at Alang to the Corpora tion in July 1982 
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on behalf of Gujarat Ma ritime Board (GMB) as a deposit 

work. The GMB made an initial deposit of Rs.3 lakhs with 

the Corporation in October 1982. The Corporation d id not 

enter into any formal agreement with the GMB regardi_ng 

terms and conditions for payment/financing of the work 

before undertaking the work. 

The Corporation had taken a loan of Rs.20 lakhs "in 

1983 from Metal Scrap Trade Corporation (MSTC) at 8.5 per 

cent interest to carry out this deposit work and completed 

the work in March 1985 at a cost of Rs . 17.60 lakhs. The 

total amount spent by the Corporation was Rs.30.23 lakhs 

comprising works expenditure (Rs. 17 .60 °lakhs). agency 

ch a rges (Rs .2.54 la khs) , interest (Rs . 9.58 lakh s ) a nd 

guarantee fees paid to Government for loa n of MSTC. 

(Rs.0.51 lakh as on 3 lst March 1992). GMB paid Rs.14.60 

lakhs in March 1992 to the Corpora tion leaving a balance 

of Rs.12.63 lakhs. 

The Government in Indust ries and Mines Department 

decided, on 15th October 1992, that GMB would pay 

interest charges payable by the Corporation, which h as J?-Ot 

been recovered so far (March 1993). As the recovery was not 

forthcoming from GMB, the Corporation decided to write off 

agency charges of Rs.2.54 la khs in February 1993. 

Thus, non-finalisation of the terms and conditions 

before undertaking the work resulted in a loss of Rs.2.54 

lakhs to the Corporation. 

The m atter was brought to the notice of Government 

I C orpo r a tion (July 1993). The Corpora ti o n and t he 

Government in their replies (August 1993 and October 1993 

respectively) did not mention about the reasons for n on

execution of formal agreement with Gujarat Maritime Boa1d 

(GMB) for the work taken up on 'deposit' basis. 
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4B.2.3 Environmental pollution in the industrial 

estate at Vapi 

As per section 25, 26 and 40 of Water (Prevention and 

Control of Pollution) Act, 1974 (Act) no industry, operation 

or process, or any t reatmen t and disposal of system or /and 

extension or addition thereto, which is likely to discharge 

se"wage or trade efnuent into a stream or well or sewer or 

on land can be established without the previous consent of 

State Pollution Control Board. These provisions are a lso 

applicable mutalis-mutandis in r_espect of existing d ischarge 

of sewage or trade effluent before commencement of the Act. 

Gujarat Industrial Development Corporation (GIDC) 

developed an Industrial Estate at Vapi spread over 986 

hectares in four phases with 1226 units having a 

con centr ation of c h emical, pharmaceutical, dyes and 

intermediates a n d textile processing industries. Since 

inception, the effluents were carried th rough open road-side 

drains and were discharged untreated to Damanganga and 

Kolak rivers. 

With t h e enactment of the above Act , the 

environmen tal pollution in the estate attracted the penal 
provision of th e Act. However, no action was initiated to 

implement the provision of the Act either by the industries 

or by the Corporation till 1985. An underground efnu ent 

collection schem e fo r Phase-I to Phase-III a nd h ousing 

section was commissioned only in October 1992 at the cost 

of Rs.386.60 lakhs but even this is only marginally used so 

far. 

In October 1985, the GIDC decided to provide a 

Common Effluent Treatment Plant (CETP) for the industries 

a( Vapi at a cost of Rs.476 lakhs. But work could not 

commence for want of financial arrangements. In accordance 
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with the scheme of giving assistance to states for CETP, the 

Government of India appointed National Environmental 
Engineering Research Institute (NEERI), Nagpur in 1990 as 

a consultant for the preparation of basic engineering pack~e 
for CETP at Vapi. Based on NEERI's report, (received in 

February 1992) GIDC decided to construct CETP for 55 MLD 
capacity for the estate at Va pi at an estimated cost· of 
Rs.2200 lakhs. The financing of the project was to be met 

with 40 per cent assistance from the World Bank loan and 

X> per cent contribution from the industries. Out of the 
remaining portion , Central Government and State 
Government was lo pay Rs.50 lakhs (mructmum) each. 

The Corporation approached IDBI for a bridge loan of 
Rs. 762 lakhs and World Bank for loan of Rs. 772 lakhs in 

March 1993. Even if these assistance are realised fully there 
will be a shortfall of Rs.656 lakhs. The Vapi Industries 
Association was approached in June 1993 towards 
confirmation of capital contribution and O&M costs for the 
CETP but so far no firm commitment has been received 
from them in this regard (October 1993). 

The Corporation has proposed to take-up the work 
during 1993-94 provided financial tie-up with the World 

Bank and IDBI is finalised in time and confirmation from 
industries for their proportionate contribution for CETP is 
received. The tenders for construction of CETP are proposed 
to be invited in January 1994 and approximate time for 
completion and commissioning is expected to be two years. 

A review of the steps taken by the Corporation so far 
for arranging finance shows that the uncertainty in obtaining 
loan from World Bank and IDBI and recovery (Rs.440 lakh) 
from the industries being 20 per cent of project co$t 
continues and thus the entire expenditure on CETP, except 

the contribution of Rs. 100 lakhs from Government of India 
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Discharge of untreated effluents in GIDC estate, Vapi 

<R e ffere d in Para 48 . 2 . 3 ) . 
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and Government of Gujarat, may have to be finally borne by 

the Corporation. The scope for recovery of the capital cost 

is very negligible as most of the plots in the estate have 

already been allotted. 

The Corporation has identified in July 1993 certain 

constraints for early finalisation of CETP at Vapi, such as 

reluctance and lack of commitment from the industry to 
bear the capital cost contribution and O&M cost, and 

serious problems for running of CETP in case of failure of 

the industries for providing required pre-treatment at their 

end. The adequacy of steps taken by GIDC to meet these 

constraints .was un-satisfactory. It is also noticed that the 

underground drainage system built at the cost of Rs.445 

lakhs could be put to use partially as only 270 industrial 

consumers (out of 950) have so far applied for drainage 

connections which is being provided. 

Thus, though the Vapi Industrial Estate was declared 
as the Mmost polluted area", the overall . environmental health 

of the estate continues to be vulnerable due to delayed 

action by GIDC in constructing the CETP. 

The matter was reported to the Government / 
Company in August 1993. The Government in its reply in 

October 1993 endorsed the Corporation·s reply that : 

(a) Responsibility for prevention of pollution does not lie 

with the Corporation and the industries causing the 

pollution are required to provide necessary emuent 

treatment 

(b) The project cost of Rs.2200 lakhs have been reduced 

to about Rs.1500 lakhs during detailed scrutiny. 

The contention of the Corporation is only technically 

correct. As the infrastructure of the estate is to be developed 

and maintained by them in accordance with the provisions 
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of 'Acts' and 'Laws', and the problem of pollution would 
have an impact on the maintenance of infrastructure they 
should have been vigilant about the pollution problem in the 

estate. 

The continued effect of the negligence in dealing with 
the serious problem of pollution h as r esulted in Vapi 
1ndustrial Estate being declared as "the mos t polluted area". 

Ahmedabad · 

The '!ft f E~ rn~~ 
(P. K. MUKHOPADHYAY) 

Accountant General (Audit) I, 

Gujarat 

Countersigned 

New Delhi 
The 

\ ~ MAR \qq4 

(C. G. SOMIAH) 

Comptroller a nd Auditor General 

of India 
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ANNEXURE-1 

List of companies in which Government had invested more 

than Rs. 25 lakhs but which are not subject to audit by Comptroller 

and Auditor General of India. 

(Referred to in paragraphs 3 of Preface page (iii) and 1.2.9 of page 

13) 

Serial 
number 

2 

Name of company 

Narmada Cement Company Limited, 

Bombay 

VXL India Limited, Jamnagar 

3 Surat Electricity Company Limited, 

Surat 

159 

Investment 

(Rupees in 
lakhs) 

242.20 

70.56 

25.03 



ANNEXURE 
Statement showing particulars of paid-up capital, outstanding loans, 

amount outstanding there against, upto date working results, etc., 
(Figures in column 3(a) to 5(c) 

Serial 
number Name of company State 

Paid-up capital as at 
of the current 

Central Others ~ 
Government Government 

(1) (2) 3(a) . 3(b) 3(c) 

Gujarat Small Industries 378.95 21.05 
Corporation Limited 

2 Gujarat Mineral Development 636.00 
Corporation Limited 

3 Gujarat State Export 8.49 6.51 
Corporation Limited 

4 Gujarat Industrial Investment 5915.70 
Corporat ion Limited (GllC) 

5 Gujarat State Textile 392.50 
Corporation Limited 

6 Gujarat Agro-Industries 288.00 248.00 
Corporation Limited (GAIC) 

7 Gujarat Sheep and Wool 133.91 94.20 14.25 
Development Corporation Limited 

8 Gujarat Water Resources 3148.61 
Development Corporation Limited 

9 Gujarat Fisheries Development 111 .92 
Corporation Limited 

10 Steel Corporation of Gujarat 
Limited (Subsidiary of GllC) 
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- 2 
amount of guarantees given by Government and 
of companies (Referred to in paragraph 1 .2 page 1) 
and 6(b) to (d) are rupees in lakhs) 

the end Loans Amount of Amount of Outstanding 
}'.ear outstanding guarantee guarantee guarantee 

Total at the close given outstanding commission 
of 1992-93 at the close payable at 

of 1992-93 the close of 
1992-93 

3(d) (4) 5(a) 5(b) 5(c) 

400.00 941 .38 1709.75 1709.75 10.00 

636.00 3347.10 8434.00 2300.00 

15.00 12.00 

5915.70 36897.94 3441.00 3441.00 

392.50 4461 .27 4461 .27 69.49 

536.00 83.87 

242.36 

3148.61 5841.48 6832.48 6795.68 43.77 

**111 .92 195.31 6.00 6.00 0.26 

• 
0.07 

H-592/1 I. 16 1 



ANNEXURE 

Serial Position at the end of the year for 
number Year for Paid-up capital Accumulated 

which at the profit ( + )/ • 
accounts end of loss (-) 

were the year 
finalised 

(1) 6(a) 6(b) 6(c) 

1992-93 400.00 (-)80.29 

2 1992-93 636.00 (+)3438.91 

3 1992-93 15.00 (+)207.36 

4 1992-93 5915.70 (+)920.3{> 

5 1991-92 392.50 (-)24743.11 

6 1990-91 506.00 (+)148.86 

7 1992-93 242.36 (+)19.44 

8 1987-88 *2367.90 (-)2211 .27 

9 1992-93 111 .92 (-)106.95 

10 1991 -92 
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- 2 (Continued) 

which accounts were finalised 
Excess of Percentage . loss over accumulated 

paid-up loss to 
capital paid-up 

capital 

6(d) 6(e) 

20.07 

24350.61 6303.98 

343.37 14.50 

95.56 

of 

163 

Remarks 

(7) 

• includes Rs.7.85 lakhs 
amount pending allotment. 

• Rs.100/- only. 
•• includes share application 
money Rs.10.00 lakhs. 

• The total paid-up capital is 
Rs.70 only. The Company is 
under construction 



ANNEXURE 
(1) (2) 3(a) 3(b) 3(c) 

11 Gujarat Dairy Development 930.76 
Corporation Limited 

12 Gujarat State Handicrafts 166.42 10.00 
Development Corporation Limited 

13 Gujarat State Construction 500.00 
Corporation Limited 

14 Gujarat State Seeds Corporation 117.00 18.00 
Limited 

15 Gujarat Communications and 1230.01 
Electronics Limited 

16 Tourism Corporation of 699.34 
Gujarat Limited 

17 Gujarat State Forest 366.56 30.00 
Development Corporation Limited 

18 Gujarat State Rural 58.00 
Development Corporation Limited • 

19 Gujarat State Land 171 .000 
Development Corporation Limited 

20 Gujarat Tractor Corporation 1530.20 
Limited 

21 Gujarat State Petrochemicals 101 . 11 150.00 
Corporation Limited 

22 Gujarat Rural Industries 168.00 
Marketing Corporation Limited 

23 Gujarat State Handloom 208.25 2.00 
Development Corporation Limited 
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- 2 (Continued) 

3(d) (4) 5(a) 5(b) 5(c) 

930.76 1050.60 

176.42 72.65 200.00 

500.00 476.51 850.28 364.43 

135.00 

1230.01 2440.39 1494.31 75.08 

699.34 459.04 

396.56 881.83 1388.21 489.13 

" 
58.00 

171.00 1995.46 533.54 533.54 

1530.20 11 85.91 100.00 100.00 3.00 

116.11 

168.00 164.60 

210.25 154.79 150.00 
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(1) 6(a) 

11 1989-90 

12 1988-89 

13 1991-92 

14 1992-93 

15 1992-93 

16 1987-88 

17 1992-93 

18 1991-92 

19 1986-87 

20 1991-92 

21 1992-93 

22 1988-89 

23 1990-91 

6(b) 

•716.03 

102.92 

500.00 

135.00 

1230.01 

344.69 

396.56 

58.00 

128.00 

450.20 

116.11 

38.00 

138.75 
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ANNEXURE 

6(c) 

(-)1367.81 

(-)0.80 

(-)1471.91 

(+)297.40 

(+)257.04 

(-)349.52 

(+)703.40 

" 
(-)54.23 

(-)1534.69 

(-)2165.63 

(-)127.62 

(-)1 .74 



- 2 (Continued) 

6{d) 

651 .78 

971 .91 

4.83 

~ 

1406.69 

1715.43 

89.62 

'\ 

6{e) 

91.03 

0.78 

194.38 

101.40 

93.50 

1098.98 

481 .00 

335.80 

1.20 
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(7) 

It includes Rs. 6.06 lakhs being 
amount of share capital money 
pending allotment 

The Company is 
under construction 



ANNEXURE 
(1) (2) 3(a) 3(b) 3(c) 

24 Gujarat Scheduled Castes 636.73 740.32 
Economic Development 
Corporation Limited 

25 Gujarat Insecticides Limited 33.16 31 .85 
(Subsidiary of GAIC) 

26 Gujarat State Civil Supplies 1000.00 
Corporation Limited 

27 Gujarat Trans-Receivers 14.21 14.79 
Limited (Subsidiary of GllC) 

28 Gujarat Analgesics Limited 
(Subsidiary of Gl lC) 

29 The Film Development 30.01 
Corporation of Gujarat Limited 

30 Agrocel Pesticides Limited 29.22 
(Subsidiary of GAIC) ,. 

31 Sardar Sarovar Narmada 196444.00 
Nigam Limited 

32 Gujarat State Investments 26374.06 
Limited 

33 Gujarat State Police Housing 1452.85 
Corporation Limited 

34 Gujarat Women Economic 227.00 57.93 
i)evelopment Corporation 
Limited 

35 Gujarat State Leather 80.00 
Industries Development 
Corporation Limited ,. 
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- 2 (Continued) 

3(d) (4) 5(a) 5(b) 5(c) 

1377.05 736.00 74.39 

• r 

65.01 4.91 

1000.00 4250.00 

29.00 49.00 

0.62 

30.01 

29.22 4.36 
• 

196444.00 3500.00 45000.00 17103.00 74.00 
• 

26374.06 10000.00 

1452.85 1205.39 2022.16 2022.16 

284.93 

80.00 
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(1) 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

6(a) 

1988-89 

1991-92 

1991-92 

1991-92 

1992-93 

1991-92 

1991 -92 

1992-93 

1992-93 

1991 -92 

August 1988 
to March 1989 

9th March 
1990 to 31st 
March 1991 

ANNEXURE 

6(b) 6(c) 

1009.07 (+)240.37 
,,. 

65.01 (+)1630.00 

1000.00 (·)552.58 

29.00 (-)84.12 

30.01 (-)0.12 

15.22 (·)10.20 

• 
196444.00 

• 
26374.06 (+)0.16 

964.82 

10.00 

75.00 (-)3. 15 
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- 2 (Continued) 

6(d) 6(e) 

.. 
55.30 

55.12 190.07 

0.40 

67.02 

• 

4.20 
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(7) 

• Paid-up capital 
Rs.150/- only. Company 
under construction. 

The company is under 
construction. 

• Excess of expenditure 
over income Rs.8.57 lakhs 
compensated by Government 
by way of grant. 



ANNEXURE 
Summarised financial results of all the Government comp-

(Referred to in paragraph 1.2.3 page B) 

Serial Name of company Name of Date of 
number Department incorporatiorJ.. 

(1) (2) (3) (4) 

Gujarat Small Industries Industries 26th March 
Corporation Limited and Mines 1962 

2 Gujarat Mineral Development Industries 15th May 
Corporation Limited and Mines 1963 

3 Gujarat State Export Industries 14th October 
Corporation Limited and Mines 1965 

4 Gujarat Industrial Investment Industries 12th August 
Corporation Limited (GllC) and Mines 1968 

5 Gujarat State Textile Industries 30th November 
Corporation Limited and Mines 1968 

6 Gujarat Agro-Industries Agriculture, 9th May 
Corporation Limited (GAIC) Cooperation and 1969 

Rural Development 

7 Gujarat Sheep and Wool Agriculture, 9th Decemb~ 
Development Corporation Cooperation and 1970 
Limited Rural Development 

B Gujarat Water Resources Narmada and 3rd May , 

Development Corporation Water Resources 1971 
Limited 

9 Gujarat Fisheries Develop- Ports and 17th December 
ment Corporation Limited Fisheries 1971 

10 Steel Corporation of Gujarat Industries 16th January 
Limited (Subsidiary of GllC) and Mines 1973 

11 Gujarat Dairy Development Agriculture, 29th March 
Corporation Limited Cooperation and 1973 

Rural Development 

12 Gujarat State Handicrafts Industries 10th August 
Development Corporation and Mines 1973 
Limited 

13 Gujarat State Construction Roads and 16th December 
Corporation Limited Buildings 1974 
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- 3 
anies for the latest year for which accounts were finalised 
(Figures in columns 7 to 13 are in lakhs of rupees) 

,~ Period of Date on Total capital invested 
accounts which at the end of year 

finalised of accounts (A) 

" (5) (6) (7) 

1992-93 25th August 1993 1261 .09 

1992-93 13679.48 

1992-93 27th October 1993 322.96 

1992-93 5th October 1993 46682.77 

1991-92 5th May 1993 (·)6547.66 

1990-91 25th June 1992 848.91 

~ 

1992-93 20th August 1993 366.79 

1987-88 26th May 1993 6066.20 

1992-93 24th September 1992 185.20 

1991-92 21st July 1992 0.12 

1989-90 22nd April 1993 1802.13 

1989-90 19th March 1993 163.67 

,.1991-92 23rd July 1993 597.95 
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ANNEXURE 

Serial Profit (+) Total Interest on Total return 
nimber or interest long term on capital 

Loss (-) charged to loan invested_. 
Profit and (8+10) 

Loss Account 
(1) (8) (9) (10) (11) 

(-)299.16 930.01 120.12 (-)179.04 

2 (+)6471 .74 762.20 750.80 7222.54 

3 (-)14.98 15.26 15.26 0.28 

4 (+)2714.64 3818.20 3742.59 6457.23 

5 (-)6690.18 1768.59 1464.21 (-)5225.97 

6 (+)24.59 177.62 29.15 53.74 

7 (+)15.06 0 .50 15.~ 

8 (-)499.33 602.01 602.01 102.~ 

9 (-)3629 16.74 15.99 (-)20.30 

10 D 

11 (- )18121 185.97 117.09 (- )64.12 

12 (+)29.20 6.06 5.47 34.67 

13 (-)25.60 75.79 35.22 9.62 
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- 3 (Continued} 

Capital Total return Percentage of total return on capital 
employed on capital 

(8) employed Invested to employed to 
(8+9) capital capital 

invested employed 
(12) (13) (14) (15) 

4782.45 630.85 13.2 

10602.23 7233.94 52.8 68.2 

318.85 0.28 0.9 0.8 

42448.66 6532.84 13.8 15.4 

(-)4086.55 (- )4921.59 

2469.05 202.21 6.3 8.2 

.. 378.82 15.56 4.1 4.1 

5225.20 102.68 1.7 2.0 

323.17 (-)19.55 

0.10 

1565.01 4.76 0.3 

182.01 35.26 21.2 19.4 

708.68 50.19 1.6 7 .1 

• 
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ANNEXURE 
(1) (2) (3) (4) 

14 Gujarat State Seeds Corpo- Agriculture, 16th April 
ration Limited Cooperation and 1975 ~ 

Rural Development 

15 Gujarat Communications and Industries 30th May 
Electronics Limited and Mines 1975 J 

16 Tourism Corporation of Information, Broadcasting 10th June 
Gujarat Limited and Tourism 1975 

17 Gujarat State Forest Forest and 20th August 
Development Corporation Limited Environment 1976 

18 Gujarat State Rural Agriculture, 9th July 
Development Corporation Limited Cooperation and 1977 

Rural Development 

19 Gujarat State land Agriculture, 28th March 
Development Corporation Cooperation and 1978 
Limited Rural Development 

20 Gujarat Tractor Corporation Agriculture, 31st March 
Limited Cooperation and 1978 

Rural Development 

21 Gujarat State Petrochemicals Energy and 29th January,. 
Corporation Limited Petrochemicals 1978 

22 Gujarat Rural Industries Industries 16th May 1979 
Mari<eting Corporation Limited and Mines 

23 Gujarat State Handloom Industries 12th November 
Development Corporation and Mines 1979 
Limited 

24 Gujarat Scheduled Castes Social 29th November 
Economic Development Welfare 1979 
Corporation Limited 

25 Gujarat Insecticides Limited Agriculture, 30th August 
(Subsidiary of GAIC) Cooperation and 1980 

Rural Development 

26 Gujarat State Civil Supplies Food and Civil 26th September 
Corporation Limited Supplies 1980 

27 Gujarat Trans-Receivers Industries 26th March 
Limited (Subsidiary of GllC) and Mines 1981 

28 Gujarat Analgesics Limited Industries 17th August 
.. 

(Subsidiary of GllC) and Mines 1982 
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- 3 (Continued) 

(5) (6) (7) 

1992-93 450.40 

• 

1992-93 29th September 1993 3970.79 
<,. 

1987-88 177.81 

1992-93 2126.63 

1991-92 25th August 1993 58.00 

1986-87 16th March 1993 1731.53 

1991-92 446.48 

~92-93 13th October 1993 116.11 

1988-89 9th July 1992 59.49 .. 
1990-91 261 .80 

1988-89 20th May 1993 1354.22 

1991-92 1737.93 

1991-92 9th March 1993 1000.00 

1991-92 20th August 1993 93.49 

-*992-93 27th August 1993 0.63 

, ; 
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ANNEXURE 

(1) (8) (9) (10) (11) 

14 (+)35.47 47.00 35.~ 

• 15 (+)8.55 859.64 367.75 376.~ 

16 (-)125.17 24.17 (-)125.1 7 

17 (+)32.42 2.10 (+)32.42 

18 (- )22.81 (- )22.81 

19 (-)500.24 150.92 150.92 (-)349.32 

20 (+)30.87 106.64 30.87 

21 0 ..... 

22 (- )30.75 16.90 9.23 (-)21 .52 ... 
23 ( +)1.11 25.88 9.62 10.73 

24 (+)47.78 47.78 

25 (+)590.99 87. 14 3.38 594.37 

26 (-)639.58 794.69 (-)639.58 

27 (-)4 .08 20.98 16.58 12.50 

28 0 " 

v. 
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- 3 (Continued) 

(12) (13) (14) (15) 

865.40 82.47 7.9 9 .5 

• 
6775.85 868.19 9.5 12 .8 

• t 207.02 (-)101 .00 

2089.91 34.52 1.5 1.6 

3 .85 (-)22.81 

223.01 (- )349.32 

1495.48 137.51 6 .9 92 

30.54 .. 
63.22 (- )13.85 

• 301 .31 26.99 4.1 8.9 

1370.51 47.78 3 .5 3.5 

1830.09 678.13 34.2 37.1 

6575.35 155.11 2.4 

117.16 16 .90 13 .4 14.4 

0.01 

~ 

.!, 

.., 
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ANNEXURE 
(1) (2) (3) (4) 

29 The Film Development Information, 4th February 
Corporation of Gujarat Limited Broadcasting 1984 

and Tourism • 
30 Agrocel Pesticides Limited Agriculture, 16th January 

(Subsidiary of GAIC) Cooperation 1985 
and Aural -Development 

31 Sardar Sarovar Narmada Narmada and 24th March 
Nigam Limited Water Resources 1988 

32 Gujarat State Investments Industries 29th January 
Limited and Mines 1988 

33 Gujarat State Police Housing Home 1st November 
Corporation Limited 1988 

34 Gujarat Women Economic Social 16th August 
Development Corporation Welfare 1988 
Limited 

35 Gujarat State Leather Industries 9th March 
Industries Development and Mines 1990 
Corporation Limited ,. 

Comments under finalisation. 
~ 

A . Capital invested represents paid-up capital plus long-term loans plus free 
reserves . • 

B Capital employed represents net fixed assets (excluding capital work-in
progress) plus working capital. 

... 
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- 3 (Continued) 

(5) 

1991·92 

"" 
• 1991·92 

• 
1992-93 

1992·93 

1991·92 

August 
1988 to 
March 1989 

First Accounts for 
the period March 
1990 to March 1991 

• 

(6) (7) 

4th September 1992 29.89 

25th August 1993 28.17 

23rd September 1993 2183.87 

36374.22 

28th July 1992 1754.55 

9th May 1991 13.02 

71 .85 

C, - Capital employed represents mean of opening and closing balance of paid-up 
capital, bonds, reserves (other than those specifically funded and backed by 

., outside investments) and borrowings. 

D The Company is under construction 

E - Various construction works undertaken by the Company are in progress. 

F - Excess of expenditure over income adjusted against Government grant. 
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ANNEXURE 

(1) (8) (9) (10) (11) 

29 (+)0.38 0.38 

c.: 
30 (- )0. 18 2.75 2.75 2.S- ~ 

.. 
31 D 

32 (+)904.79 1246.63 1246.63 2151.42 

33 E 

34 F 

35 (-)3.15 

~ 

.. 
VI 
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3 (Continued) 

(12) 

29.88 

31.21 

41247.00 

36363.59 

1752.97 

12.58 

70.88 

(13) 

0.38 

2 .57 

2151.42 

(14) (15) 

1.3 1.3 

9.1 8.2 

5.9 5.9 
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ANNEX URE 
Summarised fiancial results of Statutory corporations based on their 

(Referred to in paragraph 1.3.7 page 23 ) 

Serial Name of Name of Date of Year of Capital 
number Corporation/ Department incorporation accounts invested 

Board (A) 

2 3 4 5 6 7 

Gujarat Electricity Energy 1st May 1991-92 4195.59 (+)75.20 
Board and Petro- 1960 

chemicals 

2 Gujarat State Road Home 1st May 1991-92 146.37 (+) 1.74 
Transport 1960 
Corporation 

3 Gujarat State Industries 1st May 1992-93 719.98 (+)2.27 
Financial and Mines 1960 
Corporation 

4 Gujarat State Agriculture. 5th 1991 -92 4.57 (+)0.3 
Warehousing Cooperation December 
Corporation and Rural 1960 

Development 

5 Gujarat Industrial Industries and 4th 1991-92 179.17 (+)O. 
Development Mines August 
Corporation 1962 

(A) Capital invested represents paid-up capital plus long term loans plus free 

reserves Jess accmulated losses 

(B) Capital employed represents net fixed assets (excluding cap ital works in 

progress) plus working capital 

(C) Represents net amount of interest deducting interest on investment. 
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- 4 
latest finalised accounts 
(Figures in columns 5 to 11 are in crores of rupees) 

Total interest Interest on Total return Capital Total return Percentage of 
\r charged to long term on capital employed on capital total return on 

profit and loans invested (8) employed (7 +8) 
~ loss (7+9) Capital Capital 

f account invested employed 
8 9 10 11 12 13 14 

250.92 230.21 305.41 3696.74 326.12 7.3 8.8 

13.50 13.50 15.24 133.08 15.24 10.4 11.4 
(C) 

60.74 60.74 63.01 675.85 63.01 8.7 9.3 
(0) 

0.04 0.04 0.34 6.32 0.34 7.4 5.4 

• 
l 16.79 16.79 16.94 361 .07 16.94 9.5 5.1 

(E) 

(D) Capital employed in respect of Gujarat State Financial Corporation represents the 

mean of opening and closing balances of paid-up capital, 

reserves (other than those which have been opened specifically and backed by 

investment outside), bonds, deposits and borrowings (including refinance). 

(E) Capital employed of Gujarat Industrial Development Corporation represents the 

mean of the opening and closing balances of reserves and surplus, subsidy 

from Government, borrowings and receipts on capital account. 
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