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in which Government has invested more than Rs. 25 lakhs are given below : -

Shree Digvijay .Woollen Mills Limited 

Gujarat Alkalies and Chemicals Limited 

Government invest­
ment up to 1978-79 
( Rupees in lakhs ) 

33.40 

170.00 

Gujarat Narmada Valley Fertilizers Company Limited 

Narmada Cement Company Limited 

1,404.10 

120.00 

25.03 Surat Electricity Company Limited 

Total · 1,752.53 

6. The Comptroller and Auditor General is the sole auditor in respect of 
Gujarat Electricity Board and Gujarat State Road Transport Corporation, 
which are statutory corporations, while he has the right to conduct audit of 
Gujarat State Financia! Corporation and Gujarat State Warehousing 
Corporation independently of the audit conducted by the chartered 
accountants appo:nted under the respective Acts. 

7. The points brought out in this Report are those which have come to 
notice during the course of test audit of the accounts of the above under­
takings. They are not intended to convey or to be understood as conveying 
any general reflction on the financial administration of the undertaki'f!gs 
concerned. 



PREFATORY REMARKS 

Government commercial concerns, the accounts of which are subject 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 the results of audit of the accounts of Govern· 
ment Companies and Statutory Corporations, including the Gujarat Electricity 
Board. The Report of the Comptroller and Auditor General of India 
( Civil ) contains the results of audit relating · to departmentally-managed 
commercial undertakings. 

3. The cases mentioned in the Report are those which came to notice of 
Audit during the ye~r 1978-79 as well as those which had oome to notice in 
earlier years 'but ·could not 'be . dealt with in the previous Reports ; matters 
relating to the period ' subsequent to 1978-79 have also been included, 
wherever necessary. 

4. In the case of Government Companies, audit is conducted by 
chartered accountants appoiµted on the advice of the Comptroller1 and 
Auditor Gen~ral but th9 latt~~ is a.uthorised under Section 619 (3) (b) of the 
Comp11nies Act, 1956 to,

1
conduct a supplementary or test audit. He is also 

empowered to comment upon or supplement the report submitted by the 
company auditors. The Companies Act further empowers the Comptroller 
and Auditor General to issue directives to the auditors in regard to the 
performance of their functions. Such directives were issued to the auditors 
from time to time. 

5. There are certain comnanies other than Government Companies in 
which Government has invested funds but their accounts are not subject to 
audit by the Comptroller and Auditor General. N_ames of such companies 

(Bk) H-114-i 
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CHAPTER I 
•f, 

GOVERNMENT COMPANIES 

SECTrlON I 

1 Introduction 
,.r.:· • > .. ' 

There were 30 Companies (including 11 subsidiaries ) of the State Govern­
ment . as ·en 3 lst11 March 1919. · During the year, .one new company. 'viz. 

·Gujarat State·' Petrochemicals ' Corporation uimited 1 and one subsidiary 
coiii.pany of Gujarat Industrial Investment Corporation Limited, viz. ' Gujarat 
Leather· Industries Limited were incorporated; one subsidiary · company 
of Gujarat Industrial Investment Corporatic,n Limited; · viz. Gujarat 
Aromatics Limited ceased to be a Government comp~i;iy. 1 , • . , , .. 

_ · A synoptic statement showii:ig the summarised .! fill'ancfaf ·results of 
17 Companies (including 4 subsiai~ries) for their accounting years •; ndrng 
ill 1978-79, is given in Appendix "N. The accounts. of the foliowing 

'• . . • :. • , • • t ' ' • • ·r . • ' ~ E. . 

Compames were in arrears (June 1980) for the periods noted against ea:ch:· 
I I I l i : I l ,. ' ! ·,~ -i 

Name of the Company 
1 '). 1 '' \h ~ 

1 : Gujarat ;State Handicraft~ and ,Handloom 
Development Corporation Limit~d . : 

·, ·Gujai;at State Rural Development .Corpora­
, tion · Lill}ited , 

Extent of . arrears \, ! 

J . 
} . , . 

19 71-78 1and rl978~79 ', 

. 1978-79 

.. 
... , ' ·' 

Gujarat Water Resources . . Development. , 1,, 1976in to .. ~978~79 , , 
Corporation Limited 

Guja~at St~te Land :beve1opm~nt Corpora-
tion Limited , , f q. 

·l _, f \'! 

'" t ,., ' ' 
· : The arrears in the fina~isation . of t.IJ.e ~ccounts .were br ought to the notice of 
Government in March 1980. . . · • · · ' · ' ,_, .. 

(Bk) H-114- 1 



Due to a change in its accounting ')'ear Gujarat State Seeds Corporation 
Limited would prepare , the accounts for 18 months from 1st April 1978 to 
30th - September. 1979. The accounts of Gujarat State Petrochemicals 
Corporation Limited (incorporated during the year) were not due. Seven 
subsidiary companies had capitalised the entire expenditure under construc­
tion during 1978-79. 

1.2 Paid-up capital 
'} -i t' ) . 

The'i total 1 paid-up capital of 13 .Companies ( which had finalised tlleir 
accounts· for 1978-79) sfood1 at Rs. 2,081.25 lakhs at rthe end of the year 
1976-79 ·(: previous iyear r:i, Rs. 1,509.63 lakhs.-14- Companies )-of which 
6oyemment investment. amounted . to Rs. 1,761.55 Jakhs* ( previous year,·:' 
Rs. · 'l,257.89 lakhs-.-14 Companies ). 

1.3 Long-term Ioa~s ' I' , r ( ' r~ 

The balan~e of -. lo,n~;;t~rm loans ! ,oqtstal\ding .. against 10 Cpmpanies 
Cexcluding subsid.iaries. )·as on 3 Jst . March 1979 .was Rs. 4,919.34 lakhs 
(State Government .:, Rs. } .;659 .'97 lakhs, other parties : Rs. 2,203.92 l~hs 

• j • I I. • I, ' J .J _, 

.and . qeferi:ect Pi~YII}fll~ .j, , cr~di t · : ~ Rs. 55.45 Iakhs) . ( pre~iouis ry~a~ · .~ 
Rs. 4,051.61 lakhs- 10 Companies). 

1.4 Guar~ntees 

The State Govem-ment had guaranteed repayment of the share capital of 
Gujarat Small Industri2s Corporatiorl: Limited up to Rs: 60.00 Iakhs'@ which 
was outstanding as on 31st March 1979. ' 1 

' 

The State 'Go~'e'rnment had · guaranteed · r~payment -of loans ( including 
deferred payment credits) to the extent of Rs. 2,189.94 Iakirs '£ raised by 
6 Companies (including 2 subsidiaries) against which Rs. 2,1 22.22 lakhs £ 
vJereq o{itstandin:~ as on 31st March 1979. . . I .I 

" 
* The flgur~. as per Finance Accounts is Rs. 1,519.86 lakhs and the d ifference 

is under reconciliation . ' I''· ' · - l · 1 

@J As per Finance Accounts the amounts guaranteed and outstanding thereagainst 
·· were Rs . 45 lakhs and Rs. 30 lakbs respectively. The differences are under 

reconciliation . 
£ . 'Rs . 3:380.2i laRhs and Rs . 2,68 2.84 Jakhs as per the Financ~ Accounts. The 

differences are under reoonoiliiition. 

,, 
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1.5 Pro&ts and dividends l . I. 

1.5.l The working results of 17 Companies (including · 4 subsidiaries) 
for 1978-79 as compared to the previous year are analysed below, :-

I 1' , i• ·,t, 

Aggregate of 
Particulars Number of ---- ----- percel}tage 

companies paid-up Profits (before of profit 
capital tax) (+) to· paid-up 

Losses (-) capital 

( RupeLs in lakhs ) 
Companies other 
than subsidiari~s 

(i) Which earned 7 1,786.51 (+)231.11 12.94 
profits (7) (l,272.37) [( +) 103.58] (8.14) 

(ii) Which sustained 6 294.74 (-)113.48 ' .. 
losses (7) (237.26) .((-,)54.62] 

Total 13 2,081.25 (+)117.63 5.65 
(14) (1,509.63) [(+)48.%] (3.24) 

Subsidiary Companies l. 

(i) Which earned 2 31.17 (+)59.38 190.50 
profits (3) (45.91) [( + )34.73] (75.(;5) 

"' ) 

(ii) Which sustained 2 129.65 (-)27.40 .. 
losses (-) (-) (-) (-) 

4 160.82 ( + )31.98 19.89 
Total (3) (45.91) [( + )34.73] (75.65) 

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

1.5.2 It will be seen that as against an aggregate profit (before tax) of 
Rs. 138.31 lakhs ( 10 Companies) and loss of Rs. 5'4.62 lakhs ( 7 Companies) 
with in overall profit of Rs . 83.69 lakhs in the previous yea~ ( 1977-78 ), the 
aggregate profit during 1978-79 amounted to Rs. 290.49 Jakhs ( 9 'Companies) 
and the aggregate loss to Rs . 140.88 lakhs ( 8 Companies) resulting in an 
overall profit of Rs. 149.61 lakhs. The working results of 4 Companies 
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showed substantially higher profits during 1978-79.aad a marginal ;improve" 
ment in the case of 1 Company. One Company which had incurred a loss 
ofi. ;Rs:. ·l7 A9' lakhsi during 1977-78, earned a ;profit of R.s. 18:39 lakhs ' in 
1978-79;. 1 Company earned .a profit of Rs. 30.44 lakhs in its :first -.year of: 
operations as per details given below 

:,, : 
Profit ( + ) I Loss (- ) 

during 
·Name f the ' Company 

1977-78 1978-79 
( Rupees in lakhs) 

Gujarat Mineral Development ··Corporation ( + )46.17 
Limited 

Gujarat Agro-Industries Corporation Limi- ( + )17.81 
~d . . , 

Gujarat Tractor· 'Corporation · Limited 

Gujarat State Textile Corporation Limited ( + )12.42 

Gujarat State Forest Development Corpora- (-)17.49 
tion Limited 

Gujarat Sm3ll Industries Corporation Limited ( + )10.92 

Gujarat Industrial Investment Corporation ( + )1.6~ 
Limited 

(+ )95.63 

<+ )48.75 

c+ }3o.ii4 

(+ )22.06 . 

(+ )18.39 

c+ )11.09 

c+ )4.75 

1.5.3 . · Three Companies ( e~cluding subsidiaries ) declared dividends 
aggregating Rs. 3i.04 lakhs for the year 1978-79, as indicated below :

1 

Na me of the Company Distributa- Amount Dividend Percenta~of 
.b.le surplus retained declared dividend to 

in business pai_d-up 
capital 

•' . 
(Rupees in lakhs ) 

; duj~rat Mfo.~r~l 1_De~~l~p~· ' . 75'~13 '' ·· 9'j._.4_,. I. . .. ; .. i':u i . 
' ' ·corporation' Limited · ... t .. i .. 
: .1 :• _, · " . ..,. · 1 , ll . 

4 , . •I _:1.n 

'· 
-Oujai;at . 2\.gro-:-lndostries 36.54 ~ . 20.(52 15.92 ' l)l . . 4· 

,~ ... · CorI?oration Lj.mited 1,; , .•• :l • t ' 

' Gujarat · small , ··lridustries • 2.45 
1 

• ·0.05 ·2:40 l 4 
Corporation Limited 
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1.5.4 The Companies which incurred losses in 1978-79 are as under :-

\ l• • • . l .• • 

Name of the Company 

Gujarat State Construction Corpora­
ctioni Limi1:€d · 

·1: ; }! 

.Gujai;at D,airy Development Corpora­
tion Limited · 

Gujarat State 
, , Limited 

Export Corporation 

Gujarat Communications and Electro­
nics Limited 

Profit(+) Loss (- ) 
· during · 

1977-78 1978-79 
(Rupees in lakhs) 

(-)6.87 (-)70.57 

(-)11.77 (-)20.68 

(+ )11.32 (-)6.68 

(-)5.23 (-)0.54 

Tou(is.m Corp_oration of Gujarat Limi- (--:-)0.45 
~ed . . , ·.; · .. 

(-)2.29 

Gujarat Sheep and Wool Development (-)12.36 (-)12.72 
· Corporation Limited. 

1.6 In addition, there was one Company, viz. Gujarat State Fertilizers 
Company Limited covered under: Section 619 B of the Companies Act, 1956. 
Tue· . paid-up . ~apit:al of the CompaQ.y as on 31st December 1978 was 
Rs. 1,499'.62 lakhs, ·of -which Rs. 1,055.99 lakhs was held by the State 
Government and Companies and Corporations owned or controlled by 
Government. The working results of the Company for thy year ended 
31st December 1978 showed a profit of Rs. 1,284.08 lakhs ( before tax -and 
m_vestment allQwance) as against .a profit of Rs. 2,411.43 lakhs earned in 
t},le previous. year. 

"· ' I 
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SECTION II 

GUJARAT 'INDUSTRIAL INVESTMENT CJ.lR.l!OR,i\TION 
LIMITED 

2.01 Introduction 

To promote investment in important projects within the State. the Govern· 
ment of Gujarat set up a wholly-owned Government Company. viz. 
Gujarat Industrial Investment Corporation Limited on 12th August 1968. 
The main objects of the Company are : 

(· 

(a) to invest in shares, bonds, securities etc. of industrial enterprises in 
the State ; 

(b) to assist new entrepreneurs, by way of long-term finance for the 
setting up of large, medium and small industrial undertakings, expansion, 
renovation and modernisation of existing industrial units in the State ; 

(c) to plan and implement projects for setting up industries whi~h are 
likely to promote or advance the industrial development of the State; and 

(d) to implement eithet alone or . in participation with other corpora· 
tions or financiai institutions, schemes sponsored by the State or Central 

- Government with the object of promotion of industries in the State . 

2.02 Capital structure • ! 

(a) The Company was formed with an authorised capital o'f Rs. 10 
crores. The paid-up capital, entirely subscribed by the State Government,· 
as on 31st March 1979 was Rs. 5 crores. 

Besides, the Company bad secured funds from the public by issue of 
bonds from time to time, loans from Government .and also funds under the 
refinance scheme from the Industrial Development Bank of India (IDBI ). 
The total borrowings obtained and outstanding as on 31st March 1979 were 
Rs. 3.573.87 lakhs. 
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(b) Non-provision of sinking fund and loss of interest : 

·The bonds raised have · been guaranteed by Government in regard 
to repayment of the principal and payment of interest thereon. While giving 
the guarantee Government stipulated that the Company should create a 
sinking fund through an annual contribution at the rate of 6 .. 0148 per cent 
of the value of bonds for amortisation of the bonds. The Company 
had not created the Sinking Fund for amortisation of the bonds, in terms 
of this directive. The Company had invested Rs. 25 lakhs ( 1971-72) in 5! 
per cent Gujarat State Government loan, 1983 and earmarked the investments 
for amortisation of the bonds. At the instance of the Company, the State 
Government authorised (July 1975) the Company, not to invest fU!llds in 
outside securities from 1974-75 onwards. The Company, disposed of the 
inve~tment of Rs. 25 Jakhs on 16th November 1977, before maturity, at a 
discount of Rs. 0.12 lakh. The Company also lost proport.ionate interest of 
Rs. 0.36 lakh for the period from the last due~date ( 17th August · 1977) till 
the date of sale (16th November 1977 ). As the Company had sufficient funds 
available in November 1977 (Rs. 216.00 lakhs .), there was no justification 
for premature disposal 6f the investment at a loss of Rs. 0.48 lakh. 

2.3 Resources . and their utilisation 

The table below indicates the position regarding net resources available at 
the end 'of each year' a·nd itheir utilisation for the three years up ' to 1998-79. 

)'J 1976-77 1977-78 1978-79 

( Rupees in lakhs) 
Resources :· 

(a) Paid-up capital 290.00 290.00 500.00 
(b) 

I I 

55.3
1
7 Reserves and surplus 56.99 61.12 

(c) Borrowings: 
(i) Bonds 1,547.50 1 ,657.50 1,767 50 

.OD TndustriaL Dev.elopment 139.78 3?~·} 5 
Bank of India 

(iii) State Government 1,090.39 1,281.25 1,451.22 
(d) Others (undischarged 143.50 103.80 96.84 

liabilities) , . 
Total 3,126.76 3,529.32 4,231.83 



Utilisation 

(a) 

(b) 

. ' (c) 

(d) 

(i) 

(ii) 

(c) 

•(f) 

Loans and advances 

Investments 

Net fixed assets 

Other assets 

Amount receivable 

Project expenses 

Cash and b:mk balances 

Mi~c<: llaneous experiditure 

Total 

Capital employed* 

N~t worth @ 

8 

l. 

'l · 

1976-77 197,7-78 . \978~79 

( Rupees in l~hs ) , , ( . 
2,359.67 2:610.62 

'1 ' ' 
2,233.72 

548.42 1
' • 843.35 ·, f 889.79 

11.29 1U8 12.l4 

·:: ·, 
7.39 4.61 7.17 ' 

31.04 13.02 \('29.90 
t . ·i. 

285.28 285.53 ' "' (i69.64 ' 

9.62 . ll.96 12.5'7 : 

3,126.76 3,529.32 4,231.83 . 
'i" ; 

2,746.25 3,204.39 3,780.26 
: ..... ' 

(I',·• 

304.71 322.01 518 .. 65 

1 Against the receipts of Rs. 705.00 lakhs · (capital :.· Rs. 210 lakhs; 
borrowings : Rs. 495 lakhs) during 1978-79, the net disbursements of loans 
aHd investment amounted to Rs. 297.00 lakhs, resulting in a heavy accumu­
lation of cash .and bank balances which increased from Rs. 285.53 lakhs as 
on 31st March 1978 to Rs. 669.64 lakhs as on 31st March 1979~ 

In this connection, the following points deserve mention: -

. (i) Issue of bonds 

. .. . . { . 
The Company offered bonds for Rs. 100 lakhs .at. interest of 6.5 per cent 

*Capital employed represen ts the mean of the :epen'ing and closing balances 
of paid-up capita!, bonds, reserves (other than t hose specifically f.unded .and backed 
by outside investments) •. and borrowings . · 

@Net worth represents paid-up .capital plus reserves )~88 intangible assets. 
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per annum to banks. As the amount subscribed was more than ~s. 100 
lak:hs, the Company retained (August 1978) Rs. 110.00 lakhs including 
10 per cent over and above the amount offered. Due to receipt of substantial 
amount from Government towards loans and funds under the refinance 
scheme from IDBI, the funds raised against bonds were not immediately 
required for disbursement, and the amount continued to be held in short-term 
deposits (renewed from time to time) till September 1979 earning interest 
at 2.5-3.0 per cent per annum as against 6.5 per cent per annum paid on 
bo.nds resulting in an avoidable loss of interest (August 1978 to September 
1979) of Rs. 4.17 lakhs (reckoned at 3.5 per cent). This could have been 
reduced if the fu nds had been invested in longer term deposit (at higher 
rates of interest). The cash balances of the Company during this period 
ranged from Rs. 200 lakhs to Rs. 540 Iakhs. 

(ii) Loans from Government 

The amount of loans received from Government and outstanding as on 
31st March 1978 was Rs. l.281.25 lakhs. Out of this, loans aggregating 
Rs. 1,015.16 lakhs were received for financing industrial projects 
to be promoted by the Com pany. As these projects involved Jong pedods 
of construction before commissioning and commercial operation. the 
State Govern .ent converted (June 1978) Joans of Rs. 210 Jakhs into 
share_ cal)itaJ in order to reduce the burden of interest. A sum of Rs. 4.00 
lakhs was received from Government in 1·978-79 towards interest-rree sales 
tax lmtn (Rs. 100 1akhs) anrl rroiect loan (Rs. 300 Jakhs carryirnr interest 
at 6 per cent rer ann nm). Tn addition. the Company received Rs . 215 lakbs 
under the refinance scheme from IDBI. Since the nl!t disburse~ent during 
1978-79· amounted. to only Rs. 297 lakhs. funds received by way of bonds. 
TDBI refinance and interest-free sales tax loan (Rs. 425.00 1a1s:hs) would 
have been Sllfficient and there 'J.'as no need For the nro iect loan of Rs . 300 
lakbs (Rs. 100 lakhs in No rember 1978. Rs . 200 lakhs in January 1979 ). 
This resulted in an additional interest hm;d~n ( l!P to March 1979) of 
Rs . 4.50 Jakhs. 

2.04 W orkin results 

The workin ~ resnl t ~ of thr C'omnanv- fon tbe three years nr to 1978-79 

(Bk) H- l 14- 2 
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are summarised below : -

1976-77 1977-78 1978-79 

( Rupees in Iakhs ) 

(i) Income : 

Interest on loans 233.89 235.10 235.35 

Others 11.49 12.64 17.25 

Total 245.38 247.74 252.60 

(ii) Expenditure 

Interest on loans 148.16 169.73 157.32 

Other financial expenses 6.93 7.49 8.57 

Bad debts written off/ provid- 42.61 12.21 22.56 
ed for 

Salaries and other ad mini- 42.42 56.70 59.40 
strative expenses 

Total 240.12 246.13 247.85 

(iii) (a) Profit before tax 5.26 1.61 4.75 

(b) Provision for tax 1.80 0.61 

(c) Profit after tax 3.46 1.61 4.14 

Percentage of Profit after tax to (Per cent) 

(a) Capital employed 0.1 0.1 0.1 

(b) Net worth 1.1 0.5 0.8 

(c) Equity capital 1.2 0.6 0.8 

Percentage of administrative 
expenses to business receipts 

17.3 22.9 23.5 
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(a) The Company had not paid any divided up to 1978-79. 

(b) Increase in income from interest on loans during 1977-78 and 
1978-79 had been marginal and not commensurate with the increase in 
loans and advances due. inter alia. to the following :-

(i) The interest accrued in respect of specified cases of defaulting 
loanees was not brought into account in 1977-78 (Rs. 38.41 1akh.s) and 
1•978-79 ( Rs. 54.68 lakhs ). 

(ii) Interest on loans to some subsidiaries and other promoted 
companies was not charged in 1977-78 (Rs. 14.92 lakhs) and 1978-79 
(Rs. 12.79 lakhs ). 

(iii) Interest subsidy (Rs. 5.48 lakhs) was allowed to loanees under 
the Technicians scheme during 1978-79. 

(iv) Penal interest charged in earlier years (Rs. 15.71 lakhs) was 
waived in 1978-79 in consideration of realisation of arrears. 

(c) The incidence of S'alaries and other administrative expenses increased 
from Rs. 42.42 lakhs in 1976-77 to Rs. 59.40 lakhs in 1978-79 i . e. by 40 
per cent. 

2.05 Operations 

The Company has undertaken the following activities :-

(a) providing financial assistance by way of long-term loans ; 

(b) providing deferred payment guarantees ; 

(c) investment in share capital of companies ; 

(d) promotion of industrial projects ; and 

(e) implementation of schemes sponsored by the Stjtte O{ Central 
Government. . _, 
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2.06 Financial · assistanee <by way of long-term 11oan:s 

2.06.1 G~neral 

The financial assistance in the form of long-term loans \Vas provided 'by 
the Col!lpany mainly under two schemes as under : 

(a) General scheme 

In respect of 1arge and niedium scale ' industries (the project cost being 
Rs. 1 crore or more ), ·the 'Company ·pro~ides loan assistance up to 70 to 
80 per cent of the value of the fixed assets to limited companies and up to 
Rs. 15 lakhs to others. In cases where the project cost is less than 
Rs: 1 crore, the Gujarat State Fin"ancial Corporation ( GSFC) provides 
financial assistance up to Rs. 30 Iakhs -~d the balanct requirement of funds, 
if any, is provided by the Company. 

(b) Technicians scheme 

rThe technical entrepreneurs, ( who have capacity and expertise for 
manufacturing activities ) are provided 100 per cent financial assistance 
up to Rs. 2 to 3 lakhs with working capital arrangements to be tied up 
with the commercial banks. 

With effect from October 1973, the scheme was converted into " New 
entrepreneurs scheme" in collaboration with GSFC which prbvides assistance 
to the exte:nt of 80 per cent of the value o.f fixed assets , 10 per cent to be 
provided by "the Company and the balance amount to be raised by the 
entrepreneurs. With a view to avoid duplication of work in keeping records 
and watching recoveries and to ensure better control, the scheme was 
entrusted entirely to GSFC from 1st April 1978. 

2.06.2 Sanctions and disbursements 

The table cfu page 13 indicates the lo.ans sanctioned and the actual 
disbursements during the four years up t~ 1978-79. 
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Yea r iLQaus sanctioned cu-mul- Loans disbursed Cumula- Percen-
--- --- - ative -------- tivc tage of 
Number Amount amount Number Amount a·mount a mount 

(Rupees S<'l.nctioh- CRupces ·disburs- disburs-
in •ed (Ru- iu ed QRu- .ed Lto 

tlakhs) .µ :.:es in iJ.~hs) pees in a mount 
_ ------- ----·--- -- - ~}3:.~hs) ____ _ !akhs)_ sa~!!oned 

Up to 31st 
March 

1975 1,313 3,216.49 3,216.49 1080 l ,7'97.10 'J,797.20 55.9 

1975-76 l04 81.72 3,298.21 !05 !"38.59 .l,935:79 58.7 

1976-77 63 44L30 3,7'.39.51 66 206.50 2, 142.2-9 57.3 

1977-78 102 560.50 4,300.0 l 57 207.12 2,349.41 54.6 

1978:79 22 lff7.45 5,117.46 37 3'73.16 2,722.'77 '5~1.2 

Ottegorywise break-up of d@ans sanctioned a nd 
disb ursements made up to 1978-79 was as under : 

Number Loans Number Amount Percentage 
sanction<'d disbursed of amount 
(Rupees iu (Rupees in disbursed 

lakhs) lakhs) 

Genera l scheme "380 4,381.9'2 332 2, l<J2 .98 48.0 

Technicians scheme 741 578."1 l -718 567:98 98.2 

N~_w entrepreue ~trs 483 157.43, 295 51.81 32.9 
scheme 

-- --- ---
Total l ,604 5,117.46 l, 45 2,722. 77 53.2 

Low rate of disbursements under the General scheme was attributed 
(November 1979 ) by the Management to the inability of the units to raise 
matching c:Gntributions, delays in completing legal formalities, time taken 
in completing Government formalities like capital ,goods clearance, clearance 
from Land Ceiling Act, etc. The reasons for low rate of disbursement 
under the New entrepreneurs scheme were not analysed by the Management 
(December 19~0 ). 
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Details of fully undrawn as well as partly undrawn amounts with 
year-wise break-up which could enable the Company to review old sanctions 
for cancellation were not available. The Management stated (April 1980) 
that all cases of undrawn sanctions were reviewed and a list prepared 
~February 1980) and it was resolved by the Board of Directors tlrat the 
sanctions would be valid and effective for a period of two years from the 
date of sanction, on payment of commitment charges. 

2.06.3 Commitment charges 

(i) All loans sanctioned by the Company to industrial units provide for 
the levy of commitment charges at 1 per cent ( 0.5 per cent for specified 
backward districts) per annum on the amounts of loans that remain undrawn 
after a period of 6 months from the date of sanction. 

The Company, however, had not maintained any records showing the 
details of the commitment charges recoverable from time to time, and the 
amounts recovered thereagainst. In view of this, the total commitment 
charges that became due up to 31st March 1979 and the recoveries ma.de 
thereagainst up to that date could not be ascertained. There was no system 
of raising demands for commitment charges on the loanees at periodical 
intervals. 

A test check disclosed that the Company had not recovered commitment 
charges amounting to Rs. 0.89 lakh in 2 cases, where the loans sanctioned 
(April 1974 and March 1977) had been cancelled (April 1978 and May 
1979) due to nonfulfilment of the terms and conditions of the loans by the 
loanees. In 10 other cases, the loans sanctioned during the period 
June 1972 to April 1978 had not been drawn up to March 1979 and the 
commitment charges recoverable in these cases worked out to Rs. 4.25 lakhs. 
The Company had not recovered these charges from the loanees concerned 
so far (October, 1980 ). 

The Management stated (April 1980) that commitment charges would 
be recovered at the time of disbursement of loans. 

' (il) From the year 1977-78, the Company has been recognised as an 
eligible institution for obtaining refinance from IDBI against term loans 
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granted to industrial units. Refinance is sanctioned by IDBI upto 
90 per cent of the amount of loan granted by the Company to an industrial 
unit ( I 00 per cent for backward districts ) or Rs. 60 lakhs, whichever is 
less, and carries interest at 9 per cent per annum ( 6 per cent for backward 
districts ). The Company can charge maximum interest at 12.5 per cent 
per annum ( 9.5 per cent for backward districts). In the case of refinance 
sanctioned by the IDBI, the Company has to pay commitment charges to 
IDBI at 1 per cent ( 0.5 per cent for backward districts ) for the amounts 
remaining undrawn be.yond 6 months. 

In 2 cases, the Company had sanctioned loans amounting to Rs. 49.35 
lakhs o,n, 24th February 1977 0Rs. 23.35 lakhs) and on 31st March 1977 
(Rs. 26.00 lakhs ). It got refinance for Rs. 49.35 lakhs sanctioned from 
IDBI on 13th January 1978, but both the loans and corresponding refinance 
were cancelled on 14th October 1978 (Rs. 26.00 lakhs ) and on 
3rd January 1979 (Rs. 23.35 lakhs) which the Company paid commitment 
charges of Rs. 0.09 lakh to the IDBI, it did not recover the commitment 
charges amounting to Rs. 0.29 lakb due from the loanees. 

In 2 other cases, the Company paid commitment charges amounting to 
Rs. 0.08 lakh up to 30th June 1979 to IDBI for refinance of Rs. 17.40 lakhs 
sanctioned in June / July 1978 which remained undrawn as the loans 
(Rs. 20.39 lakhs sanctioned by the Company in February f April 1978 ) 
against which refinance was sanctioned remained undisbursed till 30th June 
1979. The Company had not taken action to recover the commitment 

. charges amounting to Rs. 0.15 lakh from these parties ( Se,Ptember .1980 ). 

2.06.4. Recovery 

2.06.4.1 Outstanding loans 

As on 31st March 1·979, loans amounting to Rs. 2,044.79 Iakhs were 
outstanding. This included overdue recoveries of Rs. 535.95 lakhs ( principal : 
Rs. 234.67 lakhs and interest : Rs. 301.28 lakhs) which represented 
26.2 per cent of the total loans outstanding. 

2.06.4.2 Recovery performance 

(a) The details of amounts that felt due and the amounts recovered 
during the four years up to 1978-79 are on pages 16-17 :-
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(a) Amounts i.n ar-rea.rs ati beg,inuing of 
the year 

(b) Amounts that fell due 

(c) Total, amou-n!s reC0;verable 

(d) Amounts i:ecovered 

Ce) Amounts in arnears at the end of the 
year 

Percentage of amounts in arrears to . 
total amounts recoverable. 

Categorywise break-up of amount in 

arrears. 

( i ) General scheme 

(i.i) Te.c.bpicians scheme 

1975-16 

Principal Inter.est 

177.11,. J.50.91 

188.23 116.87 

365.31'l 327.78 

94.25 126.67 
---- --- ---

2.71.09 

74.2 

174.31 
(69.0) 

96.,78 
(86J) 

201.11 

61'.4 ' 

103.40 
(5tl.O) 

97.71 
(8Q.7) 

Note Figures in brackets indicate percentage of amount in arrears to 
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17 

1977-78. 

. PriJ?-ci.P~l . Jntere~t Pr}µcipal Interest 
--·------------

( Rupees in la khs ) . 

fj 

271 .09 201.11 343.03 . 267.68' 

197.60 . 189.98 • 172.QS :) . 187.44 

468.69 391 .09 . 51-5.08 455.12 

125.66 123.41 185.62 184.87 
-------- ----------

343.03 267.68 329.46 270.25 

(per 1'.:enl) 
73.2 68.4 64.0 59.4 

( Rupees m lakhs ) 

188.95 .. 121.17 202.02 131:56 
(63.7) (54.8) (~5 .2) (52.8) 

I~ 154.08 146.51 -127.44 138.69 
(89.6) (86.3) (62.1) (67.4) 

total. amount recoverable. 
Tl 

, .,.. I ' 

ni ,) .. , 

' -' I I ';.' 

. .t· 

(8k) H-114-3 

.,, 

n 

, .. 

l .~78·??. 
-"---......._--'---~..,..... 

Principal r · Interest -

.. 329.46 

171.20 

500.66 

265.99 

1 270.25 

199.53 

469 .78 

168.50 

234.67 .. . -301 .28 

, 46.9 .~· 1·' - 64;1 
. . r·.· • '' 

.· 

147.40 ' . ,. ' f46'.f8 
(45.0) (53.5) 

.87.27 
(50.'4) , 

l'" 

t 

, 
;~ 

l 

j j r 

"j -· 
.. 

t 

~ 

\ ' ... • 1 .... ,·· 

" " r 



18 

While the~.~f~J!t.:;l.gy of arrears il! the recovery of the princfpal dropped 
from 64'.0 in 1917-78 to 46.9 iO: 1978~79 (due to rescheduling of instalm~~.ts 
during the year); :the- pereentage- of arrears , in the recoyery of µiier~~-t 
increased from 59.4 in 1977-78 to•64.l in 1978-79. 

(b) The agewise ' analysis; · of arrears , of principal and interest, as on 
31st March 1979 was as under :-

, 
,. ' 

. ... . ..... .. ,,.,. -~ PrlrCif'af · Tn+,,.re'l+ T"+al Per cent 
'} - ' ( ' Rupees in Iakhs ) 

; . . ... 
, . l .... , ' -

·:o~tstanding : ro~ ::-one year 14 37- 26.48 . 40.85 - 7;62. 
• 1' r 

and less 

More than on,~ ·: year and U.P- 67.54 69.50 137.04 25.57 
to two years 

More than two years and up- 7.1 5 51.50 58 .65 10.94 
to three years 

O_ver three y~~.r~ . . 145.61 153.80 299.41 55.87 
'"11 . •I 

i'atal 234.67 . 
,, 

301.28 535.95 ·, 
' •I 

It Wiil be seen I that Rs. 358.06 lakbs Cf6.81 per cent) out of the •total 
outstandings ( 535.95 lakhs) . we~ over 2 years old. ' · 

(c) In this connection the following points were noticed in audit :-

(i) From 1972-73 onwards the Company had adopted a policy of 
not taking credit for interest due in respect of suit-filed and other 
doubtful cases of loanees. The amount of interest not accounted for in 
the books up to 31st March 1979 worked out to Rs. 175.54 lakhs 
( 177 cases ). If this amount were taken into account the percentage of 
arrears would be still higher. 

(ii) With a view to inducing the loanees under the Technicians scheme 
to pay the instalments and interest regularly and to clear the arrears, 
the Compa.tty introduced, from 1st April 1'978, a scheme of granting 

,•. -- : f : ', . '-!) 
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subsidy by way ; of r.eduction . .of , l · pe,r-. q_(fl.lt , in $.~ .. . rl!;tes . of interest in . 
cases· where :instalments aµq . in,tere~~ ~~~-. P.aid. ·r~guiarly· ·~d"~'kiviti'~ "'penai 
interest'.fu .cases the loanees ,e]e,acred the arrears. ·Plrring 197~'~'.79~\liettompall.y 
paid Rs. 5.48 lakhs by way of su~idy u{ ~te~e~t . ~d waiv~d Periij : mterest 
of Rs. 15.71 lakhs. · · 

. ) , · .. · ! ; • : : • • .. 

. · ' (iii) . 70 , units. from . which the Company's dues amounting to 

.. Rs. 59.34 Iakhs (principal : Rs. ~3.82 Ia}dis . and interest : ·Rs. 35.52 . 

.. Iakhs) were recoverable had . ~ed functiqning ( 3 ist March · 197~). 
• • . . . . t 

·' :(d] Court cases 
• : ' ) • ~ • '1 .f 

· Up 1:0 31st.March 1979, the Compiny had fil~ $Uits agaillst ·177 lb~ees 
for' recovery of the. dues amounting to Rs. 344:62 -iakhs . which in~luded 
R'S. ·95'.69 · lakh$ ( 71 cases) written Pq' as _bad debts. · 

/ :-; . 
i . ' . . .. ; 

84 ·:oases , involving .Rs. 125.0·l, lakhs. had been ,decid,ed upto 31st March 
1979 in favour of the Comp~y . . Th,e .Company ·had executed final deer~ 
in 11 cases and recovered Rs. 3.85 lakhs out ~f total dues of Rs. 7.81 lakhs; 
38 cases involving Rs. 47.38 lakhs were ~nding in the courts for obtaining 
decrees for recovery; in 35 cases involving Rs. 69.82 lakhs where decrees 
had been received, further action to. effect re~overies by a~hing Joanees' 
pro}Jerties; etc. could not be taket?. ~use the Ioahees were not traceable 
or had. -disposed of the assets or hap no ·other property . 

.. ':2:_()6,5 -· Secur.ity against loans f " . : . " ·:·; : ~:" 
,_ , l I• ' 

' { ~ . ' ' - -
.. ' ·A.Ji loans' gra:nted by the Com~y ·~e .requif~ to be se¢ured by ,~ 
mortgage and hypothecation .. of inllno\>'abl~ ·and · mo'.vable· asset~ of the 
ioanee. In 29 cases (prior to .1975 ) involvillg -Rs. 21.22. lakhs deeds 01 
(ltlOrtgage .and I OF hypoth~cation had not .,~n e~;;cuted. 1s a r~ult, the 
.Company did not h~t.ve . any, _s~curity ;and:.had tq write off dues (Rs: 9.02 
:}akhs) 'm· -5, cases. . .. , : . -

t . '. 

:~'. (~~ The C?mp~y h~d· di~Pµ{k~d (.~e~rya~Y'-~?o· ) a. loan of Rs._ 2.0? ·Iakhs 
~o , Cl: firm which was to -be se~~red by a P.O...~i..pqs~u ~barge pve\ the firm's 
..assets . in ffi.V"Olir .of the Comf>al:ly together with a pawc.; As, th~ bank which 
had a prior charge over thf assets, . refused to rCiease' a ' pq\{_ palsu charge 
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in--favolir of the ···eorttpany. ;the deed of hypothecation could not be exeq~ted. 
The firm did noc~y - the principal ·and the interest thereon. The Company_ 
h.ad written Off Rs. 3.95 Jakhs ( including interest of Rs. 1.95 lakhs) in 
M'arcn.·· 1916. 

(b) ~ loan of Rs. 0.73 lakh was disbursed (April/November 1973) to 
an unit Of Baroda for the manufacture· of padlocks, cycle locks, etc. However. 
legal '. documents creating an equitable mortgage, etc., were not .executed. 
The Chief Reeovery Officer of the COmpany ·reported to the Managing 
Director (February 1975) that the unit was in arrears to the extent of 
Rs. 0.41 lakh and the factory was also found to be closed for about 2 years. 
Despite. this, the Company disbursed (Juno/September 1976) an additional 
lo-an of Rs. 0.10 lakh Without obtlining any ·security from the loanee, .or the 
execution of legai docum~n~ .for the earlier loan of Rs. 0.73 lakh. As th~ 
loanee defaulted in paying interest and instalments, the Company had written 
off (March 1979 ) the outstanding dues of Rs. 1.19 lakhs (including interest 
and iristinincerchargei ·Qf ~s: 0.36 lakh). The Company had not taken any 
~egal _action against the loanee ( Decem_ber 1980 ). 

i.06.6 . Assistance. to industrial concerns . . . . ' ~ . . 

.· (a) . In ·March 1970, the Company sanctioned a loan of Rs. 12 lak:hs and 
decided to stb8crii,e Rs. 7 lakhs to the 9.5 per cent redeemable cumulativ. 
preference shares of a textile mill for the ·modernisation and expansion of 
the mill. According to the original sanction of_ the Board of Directors. the 
loan was to be secured by a pari passu charge alongwith a nationalised bank 
and ,tJ1e State Government on the assets of the mill. However, in view of 
the d1lays. !nvol~ed in ~mpletina formalities of creating a pari passu ch&rge 
a-94 ~s the. mill was in ~rgent need-Qf ~on~y. the C::ompany accepted the third 
.charge, ,a,ftei: pr:ior charge of the bank and the State Government. A suni 
o( Rs."9.so.iakhs, out .or'the ~anctioned IOan of Rs. 12 lakhs, was disbursed 
~pto 1:2ili Ma~ 1971'" over and above Rs. 7 Iakhs subscribed in the preference 
shares (December 1970 ). Before the first instalment of · Rs. 0.75 lakh fell 
due for repaymen.t. on l~th January 1972, the tex~ile mill was treated a_, a 
relie[ undertaking .Ust October 1971 )by a notification of the State Go\rcm. 
,ment aria, all the .rights, privileges, obligations or liabillties accrued/incurred 
:~fore 1st OCtQber 1971 . w~r~ s.tayed and remedies for enforcement th'creof 
~;~ .suspend~d: '·' " · · · l 
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The mill was subsequentl:Y ·-taken over by.the National Textile Corporation 
Limited with effect .from 1st April. 1974 -under Sick . Textile Undertakings 
(Nationalisation) Act, 1974 . . · The.unill had n.either paid any dividend on 
the preference shares nor the interest on the loan. The Company had, 
written off (July 1975 /March 1977) the entire outstanding balance of 
Rs. 22;00 lakhs (including interest . : Rs. 5.50 lakhs ). Before sanctioning 
financial assistance, -the Company .had not examined. the ad,equacy of a third 
charge over the assets of the sick .mill . with J?.eavy accumulated lo~ses 

(Rs; 74.45 lalchs as on March 1970 ). ~.trhe Man~gement .stated (December 
1978) that- the e ompany had already filed a suit ( November 1977 ) against 
the mill for the recovery of ·outstanding ·dues. The suit was pending 
( December 1980 ) . 

. :(b) The Company _dlsbursed a load ' of Rs. 8 lakhs · to a ' textile mill in 
February /March 1970 against a .third · charge over the assets of the loanee, 
su,pj~t to prior pari pass~i charges . of National Industrial Development 
Corporation Limited a~d a ~ationalised ba~ . .. Ih addition:, the Company 
had obtained joint and several personal 

1 
guarantees of two directors of the 

mill. As getting consent from , other financial · institutions for a pari passu 
charge was likely to take considerable ·time and as the mill was in urgent 
need of funds, the Company had -accepted a third charge. 

In April 1970, the Company , sanctioned · an additional ways and means 
. advance of Rs. 2 lakhs on the sec~nty" of snares of Rs. 2 lakhs to be issued 

by another mill. The loanee had also .agreed to repay' Rs. 4,000 per working 
~Y out of its daily ~ale proceeds fr,0m ·1st May 1970. In May :1970, however, 
there was a ;fire in the nillt as a result 61 ,which th~ mill was closed down .. 
The loanee had not paid any instalffietit of loan_ or interest. ' 

The milr did not ·commence repayment of the· ways and means advance 
until September 1971 nor did it·hahd mvet the shares as per the conditions 
for _ the gcant of the advance. The Company did not pursue the matter 
during this period. 

; ' " . . i . . . 
From October 1971, th-e mill was notjfied by the St_a.te . Gov~rnment as a 

relief undertaking according to which all rights, privileges, liabilities accrued 
or incurred, before 1st Octqbyr 1971 were stayed and re~edi.es thereon were 
s~spended. The Gujarat Stat.e T_e~tile O)rporation' Limited ( GSTC) w~ 
~ppointed as the authorise<l conito!ler for running the mill, which was 
ultimately nationalised with 'effect"'fiom· lst 'April 1974. 
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As •the Company· had :not received the promised shares. of _Rs.?- lakhs 
( from -another mill ) before the mill was .declared as a relief undertaking, 
the shares when allotted and issued in.July 1973 were received by GSTC and .: 
it refused to transfer these shares to the Company. 

,, .• 

· ·· After its nationalisation, a schedule of priority of creditors . was fixed by 
the Government of India and the Company was placed in category 4 as the 
Company was holding only a third charge over the assets of the milL As 
the Company was ·not likely to get anything the entire dues of }ls. 17.47 lakhs 
including interest ( Rs. 7 .26 lakhs ) and legal charges ( Rs. 0.2.1 lakh ) 
outstanding against the mill were written off in March 1977~ 

The Company had also filed a civil suit against the loanee in March 1977 
for ·.the recovery of dues of Rs. 22.13 lalilis (including further interest of 
Rs. 4.66 lakhs after March 1977 ). The civil suit was pending (April 1980 ): 
No action had, however, been taken to enforce the personal guarantees· . - , . 
of .the two erstwhij.~ directors of the mill. 

· (t) In January 1969, the Company agreed to give financial assistance of 
Rs:. 5 lakhs to a textile mill by subscribing to 10 per cent redeemabl~ 

cumulative preference shares of the mill to be issued at a discount of .2.5, 
per cent. As the issue of shares was expected to take some time, the' 
Company paid Rs. 5 lakhs in January 1969 as an interim advance ·carrying 
9.5 ,per cent ip.terest to be adjusted against the value of the shares lo be 
issued within a period of five months, viz., up to 30th June, 1%9, failing 
which, ' the . mill was to refund the interim advance with interest to the 
Company. Th~ advance was secured by a promissory note, creating hypothe­
cation and charge on the assets of the inill, and joint and sev~ral personal 
auarantees by four directors of the mill. The deed of hypothecation and 
Charge was; however, :not registered with the Registrar .of Companies. The 
Company was informed on 22nd September 19'l0 that the Board of Directors 
of the mill had allotted the shares to the Company on 26th August ,i970. 
'The allotment. letter thereof as issued by the mill was received by the 
~p~ny 9n 24th . September 1970. 1 

.. As the II\ill had failed . to obtain the consent of the shareholders and 
appro:val of the. Court for the issue of shares at . a discount, the allotment 
was void and· illegal .T4e Com~y, pointed this out to the mill reiterating 
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-its:; stattd. that the Company was, n:ot a _shareholder but continued to . be a 
creditor of the mill. On a petition of August 1971 by an unsecured creditor, 
the Gujarat High Court ordered the winding up o{ the mill from 1st July 
·1972. The Company, however, did not move. the Court prior to the winding 
'up ' order for rettification of the register of share holders of the mill ; thus 
when the Company lodged ( October 1974) a claim for recovery of the Joan 
of Rs. 6.36 lakhs including interest and other charges ( Rs. 1.36 · lakhs ) up 
to<March 1972, the Official Liquidator contended (September 1'976) that 

-; the Company was a preference share holder as per the regis,ter of the mill 
·and not a creditor . 
• l . ' 

. Tue Company requested the Official Liquidator on :3rd February 1977 fo 
treat ··it as an unsecured creditor which was not agreed to. The asse~s , of 
the mill were sold for Rs. 43.25 lakhs, whereas the claims of secured 
creditors amounted to Rs. 26.98 lakhs, the balance left over was not 
sufficient to meet the claims of the unsecured creditors. 

' ~, · The entire balance of Rs. 6.36 lakhs including interest and other charges 
' (Rs. 1.36 lakhs.) up to March 1972 was written off by 'the Company in 
-March 1977: . , . , . " 

; · The · Company; however, filed (Ma)'. 1979) a civil suit against . the 
guarantors for the recovery of the Com~y's dues amounting to. Rs. 18.26 

. la~s ,including interest (Rs. 13.26 lakhs) up to 30th December 1978. The 
out_co!Ile of the suit was awaited (December 1980') . 

. . 
. (d) In November· 1977, financial assistance to the extent o.f 'so per cent 

or" the cost 'of preparation of a feasibility report .for' the prop0sed meat 
project in Kandla Free Trade Zone at Gandhidham ( Kutch' district ) or 
Rs.· 1 lakh,' whichever was less, was sanctioned to a01 ·entreproneur of Delhi. 
The terms and conditions, inter alia, included the following : 

· ... ; 

(z} If as a result of the feasibility st1:1dy, ; the,-project was not found 
to be viable and/ or feasible the financial assistance would · not be 
recoverable, but the report would become the property ,of the Company . 

• , . · 1 .. 
(ii) In the event of the project being implemented, tne. financial 

assistance wouid be treated as a part of the tenn loan to be sanctioned 
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for the project· by the Company. pm.ere was no· compulsion ·on the part 
of the entrepreneur to apply for the· term loan) . 

.f. 'f 

' " . 
The entrepreneur got a feasibility report 1prepared (April 1978) at a 

cost of Rs. 1.40 lakhs · and the Company paid Rs. 1 lakh as financial 
assistance.' 

,. ., 

l ~r r, 

According to the report, the project was fouhd to be techno-economically 
viable, but the State Government did not recommend (November 1978) 
the meat project proposed to be located in Kandla Fre.e Trade Zone. The 
entrepreneur, thereupon, asked the Company (December 1978) not to 
recover Rs. 1 · lakh given to him fbt the preparation of ,the feasibility report. 
The Board ~f . Djr~ctors of the; Company' agreed and accorded ( Januaty 
1979) approval to write off i the :a~ount. · ', 

. ' • . r r 

2.06.7 Interest free sales tax loan · · · 1 • '
1 

With a view fo encoliragei° thb ";etting :up of hew industries or substantial 
expansion of e'x.isting industries in the · Stat~. a· new scheme · was introduced 
by the State Government in January 1972, whereby existing industries 
desiring to establish new industrial units as well as new industries 
established in the State were given intetest-free sales tax loans. The · salient 
features Of the SChem<: 'we~e as' tinder ~::- I 

r 

(i) The loan was available .to 1sµch units which had paid s;iles tax 
any where in India of amounts not less than Rs. 2 lakhs per annum 

. during the preceding ,3 years, or against the sales tax that would be paid 
out of new prod~ction,/ expansion over a pe.riod. of 5 years .after going 
• • J •• II 
into ,production. · , . 1 t ,.. · . 

(ii) · The minimum capital outlay on such units sho'uld be ·Rs. ,1.5~ 
lakhs. . ,. • · · 

(iii) The loan was to be limited to 20 per cent of the capital outlay 
on the Jiew· un'it/expatlsion' anti was 'repayable in 10 equal annual instal­
ments commencing 'from the sixth year after the grant of 16an. , . , . .. . . , . . . , . 

(iv) The scheme was to be effective for 3 years from January ·f972 
to Dece~ber: 1974 i. e. inves.tment made dt~ring this period was eligible 
for loan. r1 1 ' • · · , . · 

' ! 
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The Company was. to be subsidised by Government (i) to the extent of 
loss op. account of interest, limited to the interest paid on their borrowings 
plus 0.5 per cent ; and (ii) the loss, i f any, arising from the default in 
repayment of- the dues. Subsequently, Government instead of reimbursing 
the loss of interest, decided ( 1974-75 ) to give interest-free loans to the 
Company for financing the scheme. Up to 31st March 1979, the Company 
had received Rs. 156.72 lakhs as interest·-free loans from the State Govern­
ment against which the Company had sanctioned loans amounting to 
Rs. 162.14 lakhs to 14 units and had disb11rsed Rs. 113.43 1akhs to 
·l 0 units. All the loans were given to the existing units for expansion. The 
scheme had not made 'any impact on the setting up of new industries. 

, In 3 cases where the loans disbursed exceeded the amount adrr;iissible 
under the scheme are given below : -

(a) The Company ( together with GSFC) sanctioned an interest-free 
sales tax loan of Rs. 7.10 lakhs in September 1972 to one unit. On , the 
basis of the capital expenditure of Rs. 29.74 lakhs incurred by the unit 
during the period from 1st January 1972 to 20th October 1·975, Rs. 5.95 
lakhs were disbursed- Rs. 2.40 lakhs by the Company (November 1·974 
to July 1976) and Rs . 3.55 lakhs bv GSFC. According to the criteria 
for eligibility, the unit was entitled to a loan of Rs. 4.36 lakhs on the 
ca:pital expenditure of R s. 21.80 lakhs in curred u p to 31st December 1974. 
No action was taken to review the case and convert the excess loan of 
Rs. 1.59 lakhs into an interest-bearing loan . 

(b) A firm was sanctioned (July 1972 ) an interest-free sales tax loan 
of Rs. '20.58 lakhs, to be shared equally between the Company and GSFC. 
On the basis of the certificate of chartered accountants nroduced by the 
firm (February 1974 ), of the total caoital exnenditure of Rs. 141.85 lakhs 
iricurred (during January 1972 to December 1973 ) GSFC paid bv conver­
sion of its loan. its share of Rs. 10.29 lakhs on 31st December 1973. The 
Comnany. however. naid (October 1•974) its share of Rs. 10.29 lakhs by 
converting a portion of its interest-bearin g term 1oan into interest-free 

- loan with retrospective effect from 29th Januarv 1973 and refunded the 
. interest of Rs. 1.52 Jakhs for the neriod from Febrnarv 1973 to June 1974 
charged to the firm. As the firm h~d incurred a capital expenditure of 

(Bk) H-114--4 
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Rs. 24.54 lakhs up to 31st March 1973 it was entitled to interest-free 
sales tax loan of Rs. 4.91 lakhs from 31st March 1973 and the balance of 
interest-free loan of Rs. 5.38 lakhs should have been given flfom 
31st December 1'973 as was done by GSFC. Refund of interest for the 
period from February to December 1973 in respect of loan not admissible 
(Rs. 5.38 lakhs) works out to Rs. 0.51 lakh. The Managament stated 
(April 1980) that necessary information had been called for from the 
unit. Further progress was awaited (July 1980 ). 

(c) A firm was disbursed Rs. 5.41 lakhs (March 1974, January/March 
1977) as interest-free sales tax loan on the basis of the investment of 
Rs. 27.50 lakhs made during the period up to October 1976 instead of 
restricting the amount of the loan on the investments made during 
January 1972 to December 1974. The amount of investment made by the 
firm up to Decemb::r 1974 was not available with the Company. The 
Company has yet (December 1980) to take action to convert the excess 
loan (amount not ascertained) into interest-bearing loan. 

2.07 Investment in shares 

(i) Up to 31st March 1979, the Company hl\d invested Rs. 165.98 lakhs 
in the shares of 39 companies (including Rs. 79.62 lakhs subscribed in the 
shares of 17 companies as a result of underwriting obligations) as per details 
given below : -

Shares 
----

Quoted Unquoted Total 
------
Number Rupees Number . Rupees Number Rupees 

in in in 
lakhs· ·~ lakhs lakhs 

Preference shares 8 31.79 22 69.58 30 101.37 

Equity shares 7 43.17 9 21.44 16 64.61 

15* 74.96 31* 91.02 46* 165.98 

*In seve n compani es the Company ba d in vested in both equity and prefe rence shares. 
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In respect of quoted shares, market quotations for equity shai:es of three 
Companies only were available, which showed the market value at 
Rs. 5.13 lakhs (March 1979) as against the book value at Rs. 6.71 lakhs. 
Market quotations were not available in respect of quoted equity shares 
worth Rs. 36.46 lak4s and preference shares of Rs. 31.79 lakhs. The 
Company had not evaluated these shares or the unquoted shares with 
reference to_ the financial position of the Companies. 

(ii) The Company received dividends on these investments as follows :-

Total units~wherej: .Units:declaring Amount Percent-
investment made" ; dividend of age of 

dividend return 

Year 

------- --------
Number Amount Number Amount,, 

invested invested 

( Rupees in lakhs ) 

1975-76 32 125.51 9 34.10 L2.79 2.2 

1976-77 34 142.92 8 25.60 3.15 2.2 

1977-78 36 149.78 9 30.56 2.59 1.7 

1978-79 39 165.98 7 19.18 1.79 •. J 1.1 

The return on capital invested (Rs. 165.9'8 lakhs) during 1978-79 amounted 
to 1.1 per cent. 26 companies (investment : Rs. 106.81 lakhs up to 31st March 
1978) had not declared any dividend up to 31st March 1979. The arrears of 
accumulated dividend on preference shares in 20 Companies (investment : 
Rs. 63.60 lakhs) worked out to Rs. 34.41 lakhs up to 31st March 1979. 
One Company (investment : Rs . 1.00 lakh) had stopped working since 
1977. 

(iii) Preference shares in 4 Companies (investment : Rs. 4.40 lakhs) 
should have been redeemed before 31st October 1979 ; none of these 
companies had redeemed the shares up to March 1980. Arrears of dividend 
on these preference shares had accumulated to Rs. 3.68 lakhs up to 
November 1979. 
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(iv) Purchase of shares 

The Company purchased (April 1970 )'at par 10 per cent redeemable 
ci.µnulative , preference shares of the nominal value of Rs. 1.40 lakhs of 
one private company from all' existing shareholder, viz. New India 
Insurance Company Limited. 

As per balance sheet of the assisted Company as at 31st March 1969, 
the a::cumulated loss amounted to Rs. 2.12 lakhs as against the paid-up 
capital of Rs. 5.80 lakhs, but the shares were purchased at par. 

' 

The Company has not received any dividend so far (November 1979 ), 
the arrears of accumulated dividend amounted to Rs. 1.26 lakhs up to 
31st March 1979. The shares had also become due for redemption on 
12th October 1979, but the same had not been redeemed (March 1980 ). 

2.08 Promotion of industrial projects 

2.08.l General 

Besides giving financial assistance to the industries set up by private 
entrepreneurs, the Company also undertook to execute some industrial 
projects on its own. The Company had obtained 17 letters of intent from 
the Government of India up to March 1979 for different industrial project~. 
All these 1projects were to be implemented in . the joint sector with financial 
and other collaboration with existing private sector units and with public 
participation in the share capital ; the Company limiting its contribution 
to 25- 49 per cent. Out of 17 projects, 5 projects for which letters of 
intent we.lie ·received during July 1976 to June 1977 and on which the 
Company had incurred an expenditure of Rs. 29.3·9 lakhs up to March 1979 
were s!:ill at preliminary stages. The Company had written off (June 1978) 
Rs. 3.58 lakhs being the expenditure incurred on 2 abandoned projects. 

In respect of the remaining 10 p.rojects, the Company had formed 10 new 
companies for their implementation (Appendix 'B' ). The r in~estment 

of the Company in these units up to 31st March 1979 was Rs. 1,154.62 lakhs 
(share capital : Rs. 723.82 lakhs and loans : Rs. 430.80 lakhs ). 
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Five companies with Company's investment at Rs. l,04Q.73 lakhs 
;hares :. Rs. 713.82 lakhs, loans _:_ Rs. 328.9·1 lakhs) had commenced 1 

1mn'lercial production · during the period from November 1976 to 
~bruary 1980. The Company had, however, not received any dividend 
om these investments. 

The remaining 5 companies in which the Company had invested 
s. 111.89 lakhs ( shares : Rs. 10.00 lakhs and loans : Rs. 101.89 lakhs ) 
td not been able to implement the projects. 

Unsecured loans of Rs. 96.20 lakhs l including Rs. 13.38 lakhs on 
·eliminary expenses before the setting up o,f new companies ) to 4 companies , 
> not carry any interest, while the Company had to pay interest of 
s. 5.77 lakhs per annum on the loans from : Government. 

'" 
2.08.2 Polymers Corporation of Gujarat Limited 

The Company promoted (March 1973) Polymers Corporation of Gujarat 
united ( PCGL) for implementing the project for manufacture of methyl 
.ethacrylate monomer and poly methyl methacrylate (pellets and sheets). 
lthough it was proposed to have the new Company in joint sector with 
irticipation from public,. the Company1 limiting its equity share holding cto 
} ,per cent, the Company had to subscribe to the shares of PCGL to the 
'tent of Rs. 280 lakhs ( 56 per cent) due to poor response from the public. 
he paid-up capital as on 31st March 1979 was Rs. 532.26 lakhs (Equity : 
.s. 498.68 lakhs and Preference shares : Rs. 33.58 lakhs) and PCGL 
mtinued to be a subsidiary ,of the Company. 

(a) Delay in commissioning of the project 

The project had been implemented with . foreign technical know-how. and 
1e process licence from a firm of Japan, fo,r which fees of 408.15 million 
'en (Rs. 123.20 lakhs) bad been paid. ' 

The trial runs commenced in July 1979, (as against the target of July 
978) involvlng a delay of 1 year in the commissioning of the plant. The 
fanagement stated (April 1980) that this was mainly ' due to 1 dela'y in 
ommissioning oE the acrylonitrile plant of Indian Petwchemi~als Corpora-

'' 
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tion~ Limited (.IPCL) which ·was to meet the raw material requirements oE 
PCGL. ' As the commissioning of acrylonitrile plant of lPCL (scheduled to 
commence production in July 1978) got delayed and was expected to be 
commissioned by January 1979, placement ot orders for some indigenous 
equipment and civil construction was deferred so as to synchronise 
commissioning of this plant with the commissioning of acrylanitrile 
plant of 1IPCL. 

Against the estimated project cost of Rs. 12 crores (December 1974 ), 
revised to Rs. 14 crores l March 1976 ), the actual expenditure incurred 
up to 31st March 1979 was Rs. 15.12 crores; the final cost is expected to be 
about Rs. 16.00 crores. The increase in cost was attributed by the Manage­
ment (August 1979) to spiralling prices, unfavourable fluctuations in 
exchange rate and increase in the interest, over-head expenses, etc., conse­
quent upon the delay in commissioning of the plant. 

(b) Avoidable expenditure on electricity 

(i) For meeting the requirement of electricity during construction period 
PCGL ·had obtained (March 1977) from Gujarat Electricity Board 
temporary power supply of 500 KVA. Actual power drawn was, however, 
below 100 KVA up to February 1978 and below 200 KVA thereafter up to 
October 1978 . . PCGL was billed demand charges at 75 per cent of 
500 XV A as per the applicable tariff. Had the requirement of power been 
more precisely assessed in the beginning and the contract demand been 
reduced to 200 KV A in time, the Company would have saved Rs. 0.46 lakh 
up to October 1978. ' 

(ii} As separate meters I sub-meters for measuring energy consumed for 
different purposes, viz., industrial, factory lighting and heating, office 
bighting, canteen, etc., had not been provided, electricity duty for the entire 
consumption had been levied at the highest rate of 60 per cent of energy 
char&es from April 1979. This resulted in an extra payment of electricity 
duty amounting to Rs. 1.38 lakbs during the four months from April to 
July 1979. 

(c) Payment of commitment charges and higher interest charges 

(i) PCGL had obtained sanctions for term loans amounting to Rs. 415 
lakhs from fou~ financial institutions during the period from 10th October 
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1976 to 8th July 1977. It had drawn Rs. 299 lakhs during thy period: from 
10th March 1977 to 31st March 1979 ; the balance of Rs. 116 la,khs had ,not 
been drawn till 31st March 1979. The Management had attributed the 
aon-drawal of loans to delay in the fulfilment of terms and conclitions 
attached to the loans and completion of formalities. This resulted in the 
payment of commitment charges of Rs. 5.59 Iakhs up to 31st March 1979. 

Further, since the term loans could not be availed of, PCGL had to riesort 
to bridge finance at higher rate of interest ( 2 to 3 per cent per annum ) 
from the same financial institutions, to be set off against the term loans. Qn 
the bridge finance of Rs . 120 lakhs to Rs. 174 Jakhs availed oE from 
February 1977 to February 1979, additional interest paid amounted r to 
Rs. 8.55 Jakhs. The Management stated (April 1980) that the decision of 
~quitable mortgage hac1 not been accepted by the financial institutions till 
December 1978. and that drawal of money as and when required and .paying 
commitment charges was advisable instead of drawing the full amount' and 
paying interest and keeping the money idle with the Company. 

(ii) Overpayment of commitment charges 

General Insurance Corporation of India had sanctioned a term loan of 
Rs. 25 lakhs in January 1977. As per terms and conditions of the loan, 
commitment charges were payable at 1 per cent on the amount of loan 
remaining undrawn after 6 months of the date of sanction. However, 
commitment charges ( Rs. 0.56 lakh ) at 1 per cent on Rs. 25 lakhs had 
been paid from the date of sanction of the loan itself, viz., January 1977 
instead of from July 1977. This had resulted in an overpayment ,,c:)f 
commitment charges to the extent of Rs. 0.14 lakh. 

(d) Waiver of liquidated damages 

PCGL had placed orders on different firms for purchase of materiais 
Rs. 220.73 lakhs . All the orders contained stipulated deliveries and in the event 
of de1ays the suppliers were liable to pay liquidated dam~ges. A review by 
the Management ( August 1978) of the 1 osition of supolies against these 
orders disclosed that only material valuing Rs. 29.90 lakhs was received 
in time and the remainiing material was either received late or not received 
at all, and liquidated damages amountin~ to Rs. 4.40 lakhs had became 
leviable . . The matter was considered (Au gust 1978) by the Board of 
Directors and it was decided that the detailed justification (supplier-wise ) 
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for levy of liquidated damages be put up fo'r consideration. No action wa 
however, taken in this regard. However, in March 1979, claims for liquidatf 
damages of Rs. 2.29 lakhs raised on 58 firms were . withdrawn for reas01 
which were not on record. 

(e) Purchases made without inviting open tenders 

Steel material worth Rs. 39.35 lakhs was purchased during 1976-77 1 

1978-79 from five firms, mainly on the basis of single quotations after verb 
inqumes. The procedure of making purchases after inviting tenders was ni 

followed. The purchases included 22.22 tonnes of stainless steel plates froi 
one firm during November 1976 to April 1977 at rates varying fm 
Rs. 46,000 to Rs. 60,000 per tonne. 

Further, a firm 's bills for Rs . 0.88 lakh were paid twice, once c 
10th August 1977 and again on 16th August 1977. After adjusting the dm 
to be pa!d to the firm against part payments, a net balance of Rs. 0.20 lak 
was still recoverable from the firm (December 1980 ). On a reference f< 
confirmation of the debit balance, the firm stated (June 1979) that i 
account with PCGL stood settled and no amount was due by it. 

2.08.3 Steel Corporation of Gujarat Limited 

(a) In August 1973, the Company obtained a letter of intent from fb 
Government of India for setting up a mini steel plant of 50,000 tonnes p« 
annum capacity for producing mild steel and high and low carbo 
steel billets. 

For the implementation of the pro_iect a wholly-owned subsidiary, Ste< 
Corporation of Gu iarat Limited ( SCGL ), was incorporated on 161 
January 1975 with an authorised capital of Rs. 2 crores. The paid-up capiti 
as on 31st March 1979 amounted to Rs. 70. In addition, funds aggregatin 
Rs . 24.35 lakhs were provided by the Company up to 31st March 1979 t 

meet project and other expenses from time to time. The Com9any ha 
placed orders rnd advanced Rs. 23.39 lakhs to certain firms for the suppl 
of equipment (Rs . 19.64 lakhs-March l 974) and three consultancy firm 
( Rs . '.t75 lakbs-Aug:ust 1974) before the incorporation of SCGL. 



33 

ln the wake of recessionary trends in the steel industry due to world wide 
inflation in 1973-74 the mini steel plants in the count·ry started closing down. 
The Board of Directors of SCGL at its first meeting in February 1975 
decided to go slow with the deliveries of equipment and machinery ordered. 
All the three consultants were in formed (July 1975) to discontinue the 
design ''and other work until · further instrnctiom. ' During discussion5 with 
the State Government (February 11'976 ) it transpjred that the State 
Government was not in favour of impkmenting the project. The Board : 
of · Directors of SCGL then decided (March· 1976 } to terminate ;the. 
agreements with the consultants (total fee : Rs. , 18 • lakhs) and to ne·go­
tiate with the firm s on whom orders fdr eqtriJ?ment had been placed 
(value : Rs. 84.64 lakhs) for the cancellation of the orders. On the basis 
of negotiations SCGL had to pay cancellation charges of Rs . 6.50 lakhs 
td thel two equipment suppliers and Rs. -3.65 lakhs, to the three consultants 
in full and final ·settleµi ent of their claims and recovered ( August 1977 
to August 197·9) the balance amounts ' of , advances. 

The land •at Ukai on which an expenditure of Rs. 00.38 lakh had been· 
incurred on survey and so.it investigations was surren.dered to Government. 

(b) As the project could not be implemented, the letter of intent 
granted in August 1973 and extended up to August 1976 was finall y treated 
as lapsed by the Government of India ( August 1977 ). The Board of 
Directors of· SCGL decided in June 197·8· to abandon the project and to 
get the subsidiary Company struck off { as defunct) under the Companies 
Act, 1956. Later in December 1978, however , the Board of Directors 
c_hanged the earlier decision and decided to keep the subsidiary company 
in a state of suspended animation. An expenditure of Rs. 24.21 lakhs 
had been incurred towards the proj~ct report and other expenses ( March 
1979 ). 

) 

1 2.08.4 Cement . Corporatio~i of Gujarat Limited 

A subsidiary company, Cement Corporation of Gujarat Limited (CCGL) 
was incorporated on 29th M;;irch 1973 with an authorised capital of 
R's. 3 crores fo r setting up a cement manufacturing plant With a capacity 
of 600 tcnnes per day 'su hsequently increased to 1500 tonnes .per day 
(Bk) H-114- 8 
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(February 1975 ). As on 31st March 1979, CCGL had a paid-up capital 
of Rs. 2.50 Iakhs fully subscribed by the Company ; in addition, the 
Company had advanced an unsecured Joan of Rs. 0.74° lakh. 

··The consultancy fitm appointed to prepare a feasibility report 
.C fee : Rs. 0.88 lakh ) had recommended (January 1973 ) a split location 
plant. The clinker unit was recommended for location at Jafrabad due to 
availability of rich limestone deposits in surrounding area and other 
facilities of latour, water and power. In order to overcome the transport 
bottlenecks for the out-flow of the finished product at Jafrabad, the 
grinding unit was recommended to be located at a suitable place on 
South Gujarat coast for clinker to be trans!Jorted by the sea route. 

Government of India had assured (June 1975) reimbursement of 
sea freight incurred in transporting clinkers from clinker plant to the 
grinding unit and fixing the ex-worl«s retention price of cement at such a 
level as to yield a 12 per cent return on the capital cost calculated at 
Rs. 650 per tonne of the installed capacity. The project was estimated 
to cost Rs . 30 crores, which was considered to be very high and not 
viable by CCGL. Besides on account of the problems involved in 
creating additional infrastructure facilities of a jetty (and other port 
facilities) at the two locations , the p'roject on which an expenditure of 
Rs . 2.82 lakhs had been incurred, had made no headway (March 1.q79· ). 
The letter of intent which expired on 3 Ist December 1976 was treated 
as lapsed (June 1978) by the Government of India. Thereafter the Board 
of Directors of CCGL decided to abandon the project (June 1978 ). 

However, later in December 1978, kecpin!! in view the likely increase 
in demand for cement fo r the Narmada River Proiect. the Board of 
Directors of CCGL decided to review the feasibility of the project. 
A cement manufacturing firm was appointed (March 1979) at a fee of 
Rs . 1.10 lakhs to conduct a detailed .!!eolo.!!ical survey ( Saurashtra region) 
to assess the qualitv, ouantitv and availability of lime stone denosits and 
techno-economic feasibili ty of settin!! un a cement nlant of one million 
tonnes per annum canacitv at Veraval. An advance of R s. 27.500 was 
naid to the firm in March !Q79. C'CGT . had also anolied to the State 
Government for a. nrospectin!! minin<r lease, and to the Government of 
Jndia for a letter of intent for the said project. 
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Meanwhile, it was noticed that a private industrial house had set up a 
new Company to instal a cement plant with split locations at Jafarab~d 
and Magadalla with ai capacity of 3,000 tonnes per day. The S.tate GovelJ}· 
ment, up to March 1979, had invested Rs. 120 1akhs in the share, capital 
of this Company. 1 

, , , 

I' 

2.08.5 Gujarat Tyres Limited 

In December 1970, the Company obtained a letter of intent from the 
Oov~rnment of India for the manufaciure of 4,00,000 automobile tyres and 
tubes each per annum. 

' The Company floated on 29th March 1973 Gujarat Tyres Limited 
(GTL), a 1fully owned subsidiary company, with an authorised capital of 
Rs. 3 crores. Besides subscribing Rs. 5.00 lakhs to the share capital, a 
sum of Rs. 64.84 lakhs was advanced as unsecured loans up to 31st March 
1979 to enable the company to meet pre-operation and pro;ect expenses. 

In order to implement the project expeditiously, GTL finalised. and 
executed a technical collaboration agreement with a firm of U. S. A. in 
September 1973 for technical know-how at a fee of U. S. S 2,00,0.00 
(Rs. 15.66 lakhs) and basic engineering information at a fee of U. S. $ 
2,50,000 (Rs. 19.57 lakhs ). The agreement as approved by the Governmen.t 
of ,fudia came into effect from 1st June 1974 for a period of eight years 
from the effective date of agreement or five years from the date of 
production, whichever was earlier. 

The collaborators has already been prud U. S. $ 4,00,000 (Rs. 33.56 la:kh·s 
including 15ank service charges Rs. 0.75 lakh) during June i914 to 
July 1975 again~t despatch of technical know-how and .basic engineering 
documents leaving a balance of U. S. $ 50,0~0 (Rs. 3.91' lakhs ). 

1he project cost, originally estimated (May 1974) •at : Rs. 27.75 crores 
was .revised to Rs. 34.80 crores (June 1977 ). As the major sm1rce ot 
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.fiaab.cing the project depended upon term loaqs, G:TL. had, in May 1974 
ta:pplied to 5 major financial institutions for financial assistance up to 
Rs. 24.36 crm:es.. Revised applications (,after, ,up-diJ.ting t4e information ) 
wers: submitted to the financial institutions in June 1977 •.. and these }Ver~ 

still under their consideration (December 1980 ), pending a , p9licy decision 
of IDBI and the Government of India on the scope for additional capacity 
for production of automobile tyres and tubes.

1 

In the meanwhile, no decision could be taken on the tenders invited in 
°June '1975 with the approval of' the Government of India (May 1975) 
for the imPort of capital equipm~nt ( Rs. 7 .17 crores ). The ' validity ·of 
the industrial licence ( July 1975) expired in July 1978. Land atlmeasuring 
27.96 hectares acquired by GTL at a cost of Rs. 11.18 lakhs was lying 
.unused since March 1976. The , expenditure on Jand and _pre-operation 
and project expenses amounted to Rs. 69.16 lakhs (including foreign 
collaboration, charges . of Rs. 33.56 lakhs ).up .to 31st March 1979. )", 

2.08.6 Guja11at Nylons Limited (I 

In December 1971, the Company obtained a letter of intent from the 
Government of India 'for setting up a pl~nt to manufacture 11ylon-6 
filament yarn with an ·annual capacity of 2,100 tonnes. For implemen­
ting 'the project, Gujarat Nylons Lin1iled ' ( GNL) a wholly-owned sub­
sidiary was formed on 26th March 1973 with an authorised capital of 
Rs. ·1 crore. Besides subscribing Rs. 2.50 lakhs to the share capital, the 
Company ,had advanced Rs. 6.27 lakhs as ulilsecured · loans upto 31st March 
[979 -to enable ·the Company to· meet pre-operation and project expenses. 

Due to non-availability of caprolactum and as the prospect involved an 
outgo of foreign exchange to a foreign firm selected by th~ Company for 

. , ' .. I 
tecl:µ:lical collaboration, ( on , ,basic engineering , the Govern~ent of India 
~,id not"app'roy~ (ly[ay 197,5) foreign collaboration proposed by the Cop1pany. 
Tlrni an expen'ditu"re of R's., 0.75 lakh incurred (on the ev'alution of colla­
boration. proposal and a foreign tour) was rendered i~fructuous . 

'.GNL then considered \ (July 1975) an offe ·of technical know-how from 
an olndian firm. which was found to be attractive in terms of outgo of foreign 
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exchange . . Before .finalising the collaboration, GNL requested the Go.vem­
ment of India and the Planning Commission (October 1976) for clearance of 
a projec ~ with an increased capacity of 4,200 tonnes per annum. The 
approval of the project was st\ll under consideration pending a decision on 
the findings of the working group on petrocl?.emicals (December 1980 ), 

Pi:e-operation and project 
1 

expenses amounting to Rs. 8.52 lakhs had 
been incurred up to Jl~t Mar~h -1979. This included an expendi~ure of 
Rs. 5.31 lakbs incl\rred during the years 1975-76 to 1978-79, (including 
Rs. 0.35 lakh incurred on a foreign tour of the Project Manager (1978-79), 
even after the Government of India had treated (March 1975) GNL's 
application r as closed. 

2.08'.7 •Fuel injection equipment project 

The Company intended to undertake the manufacture of fuel injection 
equipment / test benches for which letters of intent were received in 
July 1970/ January 1971. The project could not be implemented because 
no foreign collaboration was. forthcomirig and the letter of intent was 
cancelled by the Government of India in May 1974. 

The Company abandoned the project, and the expenditure of Rs. 0.77 lakh 
inomred on the project excluding Rs. 0.36 lakh incurred on four foreign 
tours (May 1971-June -1973) and Rs. 0.30 lakb on consultancy fees paid 
forrthe pre~ration • of 'pre•feasibility reports were written off (June 1978 ). 

2.08.8 Sponge Iron projeC.t 
, .. 

In November 1973, the Company obtained a letter of intent for establishing 
a sponge iron project with a capacity of 1,80,000 tonnes per year. Th~ 

pro~ect envi&aged the basic raw material · of iron ore pellets to be brought 
from Hospet of Goa to Gujarat to be reduced to sponge iron with ·the 
use of natural gas available in Gujarat. 

The project did not make any headway due to the following reasons : 

(i) , 'J;'he cost of the project had increased from Rs. 15 crores to 
Rs. 25 crores. 
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(ii) Availability of iron ore pellets and natural gas in required 
quantities was not certain. 

(iii) The crisis faced by arc furnace operated mini steel plant had 
affected the demand for sponge iron, which was a substitute for steel 
scrap for use in arc furnaces. 

The Company abandoned the project in' September 1977 and had written 
off (June 1978 ) the expenditure of Rs. 2.81 lakhs (including Rs. 0.75 lakh 
paid to the consultants and Rs. 0.38 lakh on foreign tour) incurred up to 
31st Match 1978. 

The Company had appo inted (March 1974) a firm of consultants to 
prepare a feasibility report in two parts : 

(i) Part I- covering availability and quality of iron ore, selection of 
location, preliminary examination of process, and cost estimates, etc., 
at a fee of Rs . 0.20 lakh ; and 

(ii) covering selection of raw materials, laboratory tests on 
samples, process evaluation, plant layout, utility and auxiliary service 
facilities , capital and production cost estimates, construction schedule, 
etc., at a fee of Rs . 1.30 lakhs. 

An advance of Rs. 0.75 lakh was paid to the firm in March 1974, as 
50 per cent of the fees for both the reports. The consultants submitted 
Part I of the report l July 1974 ), but had not submitted Part II of the 
report, resulting in an excess payment of Rs. 0.55 lakh which had not been 
recov.ered from the firm (March 1980 ). The Management stated (April 
1980) that keeping in view the latest developments the Company had 
decided to implement the project and a revised application had been made 
to Government of India for a letter of intent for setting up capacity of 
4,00,000 tonnes per annum and , in the meantime, the same consultants 
were being requested to prepare a revised report and hence had not been 
requested to refund the amount advanced to them. 

2.09 Summing up 
(i) The Company set-up on 12th August 1968 has been providing 

financial ass istance by way of investment in shares, long-term loans, 
deferred payment guarantees, promoting industrial projects and imple" 
menting Government-sponsored schemes. 
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(ii) The Company had ·a paid-up capital of Rs. 5 crores and borrowings 
of Rs. 35.74 crores (March 1979 ). 

(iii) While the Company had surplus funds (Rs. 2.0 to Rs. 5.4 crores) a 
mm of Rs. 1.10 crores raised against bonds (August 1978) carrying 
interest at 6.5 per cent per annum had been kept in short ·term deposits 
carrying interert at 2.5-3.0 per c:ent resulting in a loss of interest 
of over Rs. 4.17 lakhs ~ up to September 1979 ). In addition the 
Company obtained a project loan of Rs. 3.00 crores ( 1978-79) 
from the State Government (with interest at 6 per cent ) resulting in an 
avoidable loss on account of interest of Rs. 4.50 lakhs ( up to March 1979 ). 

(iv) The Company had up to 31st March 1979 sanctioned loans for 
Rs. 51.17 crores ( 1,604 cases ) against which cumulative disbursements 
amounted to Rs. 27.23 crores ( 1,345 cases), i. e., 53.2 per cent. This was 
attributed, inter alia, to delays in formalities and inability of the units to 
raise matching contributions. 

(v) In the absence of a system for watching recoveries of commitment 
charges ( for undrawn loans ) a test check revealed l 6 cases in which reco­
veries aggregating Rs . 5.58 lakhs had not been effected. 

(vi) Loans outstanding of Rs. 20.45 crores (March 1979) included 
Rs. 5.36 crores ( 26.2 per cent) overdue for recovery. Of these, Rs . 2.99 
crores ( 55.8 per cent were in arrears for over 3 years. A sum o;f Rs . 59.34 
Iakhs was recoverable from 70 units which had ceased functioning. 

(vii) The Company had filed suits against 177 loanees (March I 979) for 
recovery of Rs. 3.45 crores including Rs. 95.69 Jakhs (71 cases) written off 
as bad debts. 

( viiz) Out of 84 cases (Rs. 125.0 I Jakhs) decided in the Company's 
favour. in 11 cases (Rs. 7.81 lakhs) the Company had recovered Rs. 3.85 
lakhs, in 35 cases (Rs. 69.82 lakhs) the loanees were either untraceable or 
had no assets ; the remaining 38 cases (Rs . 47.38 lakhs) were pending in the 
courts. 
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(ix) In 29 cases (Rs. 21.22 lakhs) loans were given without the mortgage 
of the loanees' assets and the Company had to write off dues of Rs. 9:02: 
lakhs (5 cases). 

(x) The Company had written off Rs. 39.47 lakhs ( incluaing interest) 
invested in two textile mills without adequate security ; civil suits filed were1 
pending. 

(xi) The Company had advanced Rs. 5 lakhs to a textile unit (January 
1969) for allotment of preference ·shares. The allotment of shares (August 
1970) by the textile company was irregular; tlie company was later ordered , 
by the court to be wound up (July 1972). The Company's claim for Rs. 6.36 
lakhs (including interest) was not accepted by the 'official liquidator as the 
Company was listed as ·a preference ·share holder, and the amount was 
writtei1 off by the Company (March 1977 ). The outcome of a suit file'd 
(May 1979) against the guarantors for Rs . 18.26 lakhs was awaited. 

(rii) The Company wrote off (January 1979) Rs. 1 lakh advanced 
(November 1977) to an entrepreneur for the preparation of a feasibility 
report for setting up a meat project in Kandla Free Trade Zone which was 
not approved by the State Government. ' 

(xiii) In 3 cases, the Company had , under the interest-free sales tax 
loan scheme disbursed amounts in excess of what was admissible under 
the scheme. The excess in 2 cases amounted to Rs. 6.97 lakhs. 

(lr iv) Against an investment of Rs. 165.98 lakhs in the shares of 39 
companies (March 1979) no dividend had been received from 26 companies 
<: investment : Rs. 106.81 .lakhs up to March 1978 ), and ·the accumulated 
dividend on preference shares (Rs. 63 .60 lakhs) in 20 companies worked 
out to Rs. 34.4 1 lakhs (March 1979). 

( 1v) . Out of 17 letters of intent received from the Government . of ·India 
( March 1979 ) fo r different industrial projects, the Company had abandoned 
2 projects and written off Rs . 3.58 lakhs being the expendi ture incurred. 

• • • . f • 

on those projects ; 5 projects (expenditure : Rs. 29.39 lakhs) we_re in 
preliminary stages and 10 companies had been formed for the implemcn-
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tation of the remajning projects. Of . these, 1 .5 companies ·(Company's 
investment .: Rs,• 10.43 crores) bad commenced• production and the other 
5 companies (-Compruny's iniVestment : Rs. 1.11 ,crores·) had not been able 
tP implenien_t the sprojeds. · , 

•r ,. 
(xvt) Unsecured loans of Rs. 9'6.20 lakhs to 4 companies did not carry 

any interest while the Company had to pay an interest of Rs. 5.77 lakbs 
per annum on the loans from Government. 

(xvii) Delay in the drawal of loans (sanctioned by the financial insti­
tutions ) by the Polymers Corporation of Gujarat Limited had resulted in 
the payment of Rs . 5.59 lakhs as commitment charges (March 1979 ). 
By having to avail of bridge loans (as against term loans) of Rs. 1.20 
to 1.74 crores ( February 1977- February 197·9 ), the Company had to pay 
an additional amount of Rs. 8.55 lakhs by way of interest at higher rates. 

(xvltl) The Steel Corporation of Gujarat Limited established ( 1975) for 
settin~ up a mini steel plant ( paid-up capital : Rs. 70) has been in a state 
of suspended animation. The letter of intent was treated as lapsed in 
August 1977. In the meantime, an expenditure of Rs. 24.21 lakbs ( inclu· 
ding Rs. 3.65 lakhs paid to the consultants and Rs. 6.50 lakhs paid for 
the cancellation of orders for plant and equipment) incurred by the 
Company had remained infructuous. 

(x ix) While the Cement Corporation of Gujarat Limited established 
(March 1973 ) for setting up a cement manufacturing plant could not 
implement the project and the letter of intent was treated as lapsed 
( June 1978 ), a private industrial house had , in the meantime, set up a 
cement plant in the State with an investment of Rs. 1.20 crores by the 
State Government. 

(xx) Gujarat Tyres Limited established (March 1973) for manufacturing 
automobile tyres and tubes had incurred an expenditure of Rs. 69.16 lakhs 
(including foreign collaboration charges of Rs. 33 .56 lakhs ) up to 
31st March 1979. The project (for which the industrial licence la~ed 
in July 1978) could not, however, be implemented due to non-availability 
of funds from the financial institutions. 

(Bk) H-114- 6 
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(ixxi} 1 1ihe Guja:Eat· Nylons.c Limited established · (>March. ·19"13 ) r for 
manufaaturiing. nylon-6 '. filament ' yam i had . inc:urred am .expend·iture,· ot 
Rfs.1 8 fi2 rJakhs .( March"l'19i79 ). 'Fhe foneign -colla@oratiorr propos6d by( the 
Company was not approved by the Government of India (May 1975 ? ~and 

the alternate proposal made by the Company (October 1976) was awaiting 
appr©val.1 

. 1 .. · rl i. 

'1 
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SECTJON III 

~3191 IDtroductiou 

Gujarat Agro Industries Corporation Limited was incorporated:10J.lr9th May 
1969 as a joint venture with the Governqient of India to promote agricul­

Ltural <activities and~.agro.'1indlllstries . 

. 'Fhet-wotking @f1 the ;Company r,was .last 1 reviewed »in ~-Section II of1· the 
~Audit ·'illeport 1.( Comme1cia1) for L·l.973 ~74 · and ,.was ,dealt ·lWitl:i ,.m the 
Eighth Report (August 1978 ) of the Committee on Public Undei:t~kil}gs 
( Fifth Gujarat Vidhan Sabha ). 

3.02 Objects 

·' 
The main objects of the Company are to :-

(a) finance, protect and promote agricultu'ral -aotivitiei, fand ,,industries 
based upon agriculture ; 

· (b) cauy ·en business of manufacture and dealing in implements, 
machinery •and tools which would help promotion and modernisation of 
agriculture ; and 

(c) promote, establish, own and run industries for . processing .and 
preservation of agricultural produce, forest produce, etc. 

3:03 .·Organisational set•up 

The management of the tCompany is vested in a ·Boa-rd of tDirectors 
consisting of . twelve directors including the Chairman and the Managing · 
Director. One-third of the directors including the Chairman and the 

-Managing -E>ireeter are neminated by the Government. The Managing 
Director is the chief executive and has been delegated with full powers ·for 
the day to day management of the Company. 
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3.04 Capital structure . ~ /. l I P 

Against the- initial authorised capital of Rs_.,.· 200.0Q lakh,S increased from 
time to time to Rs. 700.00 lakhs, the paid-up capital as on 31st March 
1979 was Rs. 496.00 lakbs (including Rs. 98.12 lakhs for: which sba~e.s 

were yet to be allotted), contributed equally by the State and Central 
Governments. ' · i ·, , ; • ~·· ,.,, ' l l•t' 1 . 

,; ' ll •' I '11 i 'i, l , J • 

The Company bad also obtained loans from the ~tate GoyeffiIIle.nll anp 
the balance outstanding on 31st March 1979· was Rs. 105.86 lakhs. This 
inducted interest-free loans aggregating Rs. 81.60, lakhs for the purchasy "of 
deep-sea fishing -trawlers by. its ~ subsidiary, Gujarat Agro•Marine PrQd;u,cts 
Limited: · ' r "' • . 12!!/ 1 J/ ._, ; '. 

t • ' .,- ' ,r!i" , ,; , u 1 , l I 
3.6~ Financial analysis 

3.05.1 Financial position 
I ' •ti j 

The financial position of the Company for three years up to 1978-79 
is· summarisf'd below :- •: i11 

1 • . i 

•. 
" . ,. 

! 

A. :1.Liabilities : •. I I 

\ ii . 
Paid-up capital 

Reserves and surplus 

.• 11 . Borrowings • . , JI 

Trade dues . ana 'other current 
lia bi Ii ties. 

... 

I I )' . 

1976-77 1977-78 1978-79 
---+----.- ) ----

( Rupees in lakns )._ 

'0 'If!. 

f' I .J· 

496.00 397.88 . 397.88 

28.14 

105.19 

127.46 

•45.35· ·. 66 .05 

83.65 l ,f, 105.86 

106.13 ' 211.54 
' 

'.,--·---__,..t.L------
Total 65?.67 6~3 .Ql 939.45 · 

1· : ;·: 
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1976-77 1977-78 1978-79 
\ I 

B. Assets . (Rupees in lakhs) 
t ,t 

Gross block .. 199.80 211.36 217 -43 

1 
'.• Less : Depreciation 30.02 36.70 46.41 

' Net fixed assets 169.78 174.66 171.02 

Capital works-in-progress 0.47 0.24 0.16 
." ·t l I 

Investments . . 44.49 44.50 44.50 
c. 

Current assets , loans and advances .. 443.53 413.38 723.72 . ) . I i 

Miscellaneous expenses 0.40 0.23 0.05 
r '. , .... I ! 

Total 658.67 633.01 939.45 
!_ . ! 

Capital employed• 485.85 481.91 623.20 

Net wortli•@ .. 425.62 443.00 562.00 

.. i .. .. 
3.05.2 Working results 

The working results of the Company for the three years up to 1978-79 
were as follows :-

1976-77 1977-78 1978-79 
~--

( Rupees in lakhs ) 
Income 

.... ,., 

Sales ( including service charges and 709 .11 
commission). 

Other income 14.61 

701.70 1,093.29 

29.21 13.23 

Incre~se ( +) I . 
decrease {--) in s'tock r' . . ( + ) 4.12 (-) 53.62_ ( :+- )46.34 

.. .. . , _, . , , , Total , , . . 727.8~ 677.29 1,152.86 
* Capit~l !lmployed reJ?reseµ~s net fixed assets p lu& working capital. 

@ Net worth' represents paid:up capital plus rese;ves and surplus less intangible assets. 



Expenditure : 

Staff salaries 1and wages 

!Trading goods puraha.sed 
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Raw matecia,Js , stores; packing, etc., 
expenses 

Aerial spraying expenses 

Other expenses 

Interest 

-Depreciation 

Total 

Profit before tax 

Tax provision 

Net profit after tax 

Percentage of net profit after tax to : 

.Sales 

Capital employed 

Net worith .. . 

Equity capital 

1976-77 1977-78 1978-79 

----
(Rupees in lakh~) 

42.61 45 65 -56.52 

479.63 , 

131.99 

12.43 

38.40 

11.49 

9.18 

725.73 

2.11 

2.11 

0.3 

0.4 

0:5 

0.5 

·361 r32 

161 35 

24.20 

49.58 

7.03 

10.35 

659.48 

17.81 

(Percent) 

2.5 

3.7 

4.0 

4.5 

636.88 

11267.68 

53.72 

75.91 

3.99 

•' 
9.95 

1,104.65 

.::-48.21 

12.1 3 

36.08 

3.3 

5.8 

6.4 

7.3 

The improved working results in the year 1977-78 and · t978-79 were 
_due to : 

(i) recovery of guarantee fees ( Rs. 9.59 lakhs) and service charges 
(Rs . 4.11 lakhs) from the subsidiaries during 11977-78; and 
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(ii) increase in turnover and income from formulation and mar..keting. 
of insecticide products ( in collaboration with Hindustan Insecticides 
Limited) during 1918"79!· 

For the fiirst. time the Company paid a dividend ( Rs. 15.92 lakhs) at 
4 per cent of the paid-up capital 'for the year 1978°797 

3.05.3 Sundry debtop , 

The. followingr table indicates . the volume of book debts and the total 
turnover (sales, service charges, commission, etc.) for the three years 
UJ? to 1978· 79 :-

As on 31st March 

··i 

Consi­
dered 
good 

Book debts 

Consi-· Total 
dered 

doubtful 

( .Rltilpees in-lakhs ) 

22.25 0.66 22.91 

Turnover 
during 

the · 
year 

709.11 

Percentage~ of 

Total Doubtful 
debts debts 
,,. to to . 

turnover · total 
book 
debts .. 

3.2 2.9 1977 .. 

1978 .. 

1979 . . 

18.93' 2.14 

23 .73" 2.37 ,. 

'21.07 70il:70•• 3.or. 10.l 

26.10 1,093.29· 

The agewise analysis ofClfook debts' J.s. given· below :-

Debts outstanding::r 
up to 1 year. 
More than one year 
and up to three 
years. 

More thanJhree_year.s. 

Total 

From 
Government 

From 
Others 

( Rupees in lakhs ) 
3.01 15.19 

0.04· 1.22 

1.21 5.43 

4.26 21':84 

9.1 

Total 

18.W 

1.26 

6.64 

26!1 0 
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3.06 Activities ,, ' " . •.; ft 

I 1· 

The Company has taken up the following activiti~s 1:'(r 1 u » 

(a) 
(b) 

. 
. I ·Iii • 

running a factory for the manufactu're of cattle feed, 
' I . I •11 

manufacture of compost manure from city garbage, 

(c) operation of a pesticides formulation plant~' 

\ \ 

'·, 
(d) running of agro-servic~ centres for Ji ovidihg 

1 
farm (input 'services 

tO the farmers, , II. . ; r!J 

I . (I I '• 11 

(e) manufacture of grain storage bins and installation of gobar gas 
plants, and 

(f) aerial spraying of pesticides. 
,/ ' , 

3.07 Cattle feed factory j,. 

3.07.l The operational details of the factory for the four years up to 
1978-79 are indicated below :--

1975-76 1976-77 1977-78 1978-79 

( ·Tonnes ) 

Available capacity* 22,800 22;800 22,800 22,800 

Budgeted production 12,000 ( 10,000 12,000 14,000 

Actual production . ' 8,064 lQ,0$4 12,21 8, 11,911 

Raw material used in 8,222 10,437 12,608 12,450 
production. I 

•f' 

Loss in production 158 383 390 539 

Percentage of (Per cent) 
·'I 

(a) Plant utilisation 35.4 44.1 53.6 ' 52.2 
:> ' 

(b) Process loss of raw 
.I 

1.9 3.6 3.1 f.4.3 
material 

r I. ,, 
' 

* Ava.ilable capacity has been worked out at the rate of 75 tonne~ per day of 3 
shifts for 304 days in the year. r I 
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The Management stated ( November 1979 ) that the plant capacity was 
utilised to t4e extent of demand for the finished goods. 

. I , 

The process loss during the three years up to 1978-79 had. hceededl the 
prescribed ( March 1974) ceiling of 2 per cent. The Management stated 
( Febniary 1980) that the process loss at 2 per cent was fixed considering 
the average qualitY of raw materials as pe'r trade practice, but the percentage 
of illtpuritfos and foreign · elements in1 food~ains. particularly damaged 
foodgrains purcha.sed from Food Corporation of India fluctuated and c~se­
quently increa.sed the process lOSt. 

3.07.2 Selling arrangements : 

(i) For the sale of cattle feed, the Company had appointed, as fat as 
possible, co-operative societies as its sole distnbutors in the Saurashtra 

· region on commission basis. Besides commission, the Company also offers 
incentive bonus for exceeiling the sales targets in specified ,J>eriods, 'so as to 
increase the off-take. 

The table below indicates the quantities of cattle ~ manufactured ;µid 

sold during the four years up to 1978-79. 

1975-76 1976-77 ] 971-78 1978-79 

(Tonnes) 

Opening stock . . 458 366 3.1 38.0 

Quantity manufactured 8,064 10,054 12,218 1.1,911 

Quantity sold S,156 10,389 11,869 l f,276 

Closing stock ' . i 366 3,l 380 . ' 15* 

· (ii) Sole Distributorship for Rajkot district.-The Co.µipap.y appointed 
{October 1971) a firm of Rajkot as .a distributing agent for the_. sale pf 
cattle feed in . Rajkot district, , According . to the . agreement (~lid fur 

it Includes 3 tonnes distribute-d as samples. 

(Bk) H-114-7 



·.' · •. •• •L'i ~ J ii.JI . ~ ;:.,_ .. ~ .. - '~ i !t' 50 I ' ' l 
\ .- ;-.. -J "-H I J. j . . f'; ,1:j J: f~6 .. U .. !-.. :.): 1 

5 years from 1st Octo'Bef '1971 • tlYe agetit_.i-was' O''depasi'P thellsale proceeds 
-within 45 days .even though the firm was authorised to sell on credit to 
~-Operative soeieties and to·' private parties (up to 100 tonnes). 

- . - 1'• ( ' 

J~it:i · 1~ Q5 P. w ,~ ' t~ - r 9 - .. -.~,. r'• •• ,. . (\"" · - , , 

r · ~.tq'Jfe·· agent tl'efaultecJ.. in ~~k.ipg ,.~remittances ,pf .. sale :.proceeds and :had 
; ·acc\imulated"T~illTears of Rs., ih50 ?lakhs up . torr31st December~ 1973. ·'The 

I 

. p&sieon of ·~is .was !reviewed by ... the \Gomp;mlf ( January 1974) and .the 
agent was directed to clear the dues by 31st Mar.ch 1975 at monthl)'. .equ~tec 
instalments of Rs. 26,333 including an interest element of Rs. 3,000. Fo1 
the current transactions, the firm was ~llowed ~edit from. rJan~acy ,J 974 
up to Rs. 50,000 on a security bond of Rs. 5 lakhs. Depending on th1 
cl'earance--Of arrears, the credit Hin.it was to be increased up to ,a maxUU.\lfil o 

' ·Rs:-- 1 lakh.'· . ' · '.i ',<:: ~·' ~ • ~u . .,._, ~ . '""" .;. ,..,.v. 
~ .. The ~ge~i ·aid not pay."thi° ..istipUtJtecl' ' amdunt regularly ' every'j'montll 

. FUrther: whi1e·· a cheque i ... :ii:>r ·:Rs: ~0.45 Jia.kh issued by the · fi1l1 
was dishonoured on 8th September 1975 by the ba'nk· t'~ tlie ' finn tbai 

. stopped the paymen~ ), the party was allowed to lift 59 tonnes of cattle fee 
fR~'. "0.43 lakli) '&1f th1At' d~t~ <agafost, artH order for 92 wnne· .:placed ( o 
the same date) without payment. Th'ere· were no further transaction's ' wit 
the ,.agent after September 1975. 

<( .,1 \ \ ~ f) r" '""' t r ,... .,,,., r 
The total outstanding dues against the cost of cattle feed lifted by tt 

agent up to September 1975 was Rs. 2.29 lakhs (includes Rs. 1.86 lakl 
·reeoverable . against the :-earlier dues of Rs. 3.50 lakhs ). The security , boll 
furnished by the firm was, however, not invoked. The agency was' terminate 
IWitAI effect 'f.i-om 1st Jran:i'.iary 197'o1J and the ComI>any· filed Panuary 1971 
a criminal complaint and civil suit against the agent for the r~ove1 
·of dues amounting to Rs. 2.97 ' fakhs (includes ·Rs. ·0.9'4 lftkl1· -towar1 

,.. interest le~§ ~com.miss!Qn Rs. 0.26 ·lakh payable to the p~y) the outcoIJ 
of which was awaited (December 1980 ). · - · 

;,· . .;.., ' '/\s- r:>er.:tl!e '"~grebherit/ tlib . ai~nr. Was""' to l.Jift<- the"matenal'l at> 4,000 tonn 
~' pef ahliuin from lstfOctol:fet lQJl ~ 2,500 tonnes from 1st October;l.97'3.iai 

2,8'00 tonneSrrom~ 1 sf00ct~bi l97{1J and iri case of sh·6rtfaH he-was -requ1r 
to pay a penalty of Rs . 10 ner -tonne which .. was . increased ·to .Rs . . ;:f5 ·-I 
tonne from 1st October 1973. 

·."'-- F··I .. :--~-~. (L: ~J 
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The details of quantity required to' be lifted and actually lifted are 
1hown below :-

· ,, , • ·,.. ...... Year ·,-. 
~:!: ;(Octql;>er toJ ~epte_mbe~) 

~ )(}~ l~~-:.:( ,~, 1"'~ . " 
,•. , 
'.:.. 4.i. 

1971-72 

· 1972-73 
.... '' · 
1974~75 

. r 

.-.-

" . Quaut,ity, .. ;' Qm10tity 
• . . J o li . ''. actually 

' iif ed: . -. •l1iftee.:':. ~-
! ' ~ .,(') . -' ""' • :.. 'J : L 

' , "1 • I : ; " ~ _:,..' •' ,. } 

...... • ... i...,. !" •. .. . ... • . . 
("'tonri·es ·) ·, ·· ·· 

4,000 3,082 

. .. ' 
4,000 ~ 

.. . ~ .. 
. '. 2,956 

2,800 1,045 

rr, . . . . 

," .... . ,..~ r:-· 

Shortfall 

·' . 

. . ~ .. , 

918 

• r 
1,044 

1,755 

The Company hact." .h<;,wever, not raised any demand for the penalty of 
Rs. 0.46 lakh due from the agent. 

(iii) Supply of dry ration food : 

• 
As. per instructions received from the State Government (December 1974 ). 

. j . ' . . -

the Company supplied 1,490 tonnes (value : Rs. · 10.50 1,~lchs )' and--$,288 
tonnes (value~ : Rs. 37.28 lakhs ~- of dry, ration ,food ~or ,s;atf].e d!J~.~ .• t4e 
year~ 1974-75 ana 1975=76 ·respectively in the-scarcity afft<C(!:ed areas of the 
State. The material was to ccinform to the specifications prescribed by 
Government and in case of deviation a penalty at 25 per cent was to be 
)e.vied. ~~The •• District_ Collector, Rajkot, who was in overall control of the - . .. - . <" r. - ' -·· ... . . . . . . t . . , • . • 

.sijpply, s<>Uected six s,aJ:Qples. oui of"the iµipplies made ·during May and June 
J.J.ZS 1 an.d .'gqt.th~m Jy_step. . . A.~ the ,l]Jat~~~1 · w..as ,not in _c°'nformity with the 
specifications, a penalty;· of', .R~. , 1.03 lakhs was l~vied and the -amount 
adjusted from the payments due · to ihe Company. The Company .clid not 
agree to such test results and in a jQipt meetjng bet~een the Collector and 
the representatives of the Company ( O~tobe~· 1976), it- was agreed -to carry 

/>~t -~ <~con.d. test. .. 'Il!e GomJ?!i_pY,'~ ~e,!}l)~~t. for , r~C?.nsi~erat~on of the case 

1~~· -~()\Vev.:er, tl)rn~ ,dOWfl ·.9Y ,G9verptient (April 197? ). · - . · 
... .. • f l. "-1 ...,.v \ ,... , 

.... : - ·11 ) ·~ ,.I ~ • • ., . 1 · ·-..,; ·"·' 
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(iv) Payment of incmtive bonus on sales 

With a view to boost the sales of cattle feed, the Company offered in~­
tive bonus on sa_les during March, October and December 1977. ,The 
following table gives details of stocks available, orders booked, goods 
despatched during the operation of the scheme, goods despatched after the. 
expiry of the scheme and incentive bonus paid 

Period of the 
scheme 

Stock Orders Sales Rate of Tota l 
available booked ---- - · incentive amount 

(Tonnes) 

23rd-31 st March , 262 575 
1977 

24t4-31st October, 370 668 
1977 

20th-31st December, 382 637 
1977 

Total .. 1,Q40 . 1,880 
, ' .. 

During­
tbe 

period 
of the 

scheme. 

242 

331 

346 

919 

After (Rupees paid as · 
the per incentive 

expiry tonne) bonus 
of the (Rupees in 
scheme. lakhs) 

333 25 0.14 

337 30 0.20 

291 30 , 0.19. 

961 0.53 

It would be evid~nt that the stocks were not such as to justify an inoen· 
tive seheme to promote sales. The Company had also accepted order 
much in ex~ss of ~he stocks ' involving Rs. 0.27 lakh towards incentive bonus 
on despatehes made after $.e expiry of the scheme. 

(v) Loss due to supplies at lower rates : 

The price of ~ttle feed was increased from Rs. 850 per t~e to Rs. 880, 
Rs. 915 and Rs. 965 ~r tonne with effect from 1st December 1977, 2_5th 
October 1978 and 1st July 1979 respectively. However, a sum of Rs. 1.24 
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ak.lis .was short ·realised on uthe d~spatches lil.ad,e ( 3,130 tonn~-) after the 
evision of rates; which were billed at the pre-revised .rates. ; The Manage.> 
nent stated ( No¥ember 11979 ) tthat the orders · booked prior to the dates o( · 
a.crease in the price could not be executed · in full for .want of stocks ·and, · 
he balance orders were, therefore, executed at the prices prevailing at the 
ime the orders were placed. . , ·, ) , . 

, It was n?ti<;ed that orders were booked by the ~ompany on the basis of 
.etters r~1 Jed froril ·'the diStrjbutofs . \vf clout any indidti<:>n of the prices. 
rhere was, however, no way of ensunng that in such cases the benefit of , • t ( ), 1 1 I- l I . ' ' . ; 

ower prices ( after a price increase had Qeen notified) was actually piWed 
~n by the distribptors ' to tb,e faimer~. · · ) ' · '· · . f · 

J t ·1 I. l ,I, l' ! I · ... :· 

It will be seen further that while the Company had increased the wicc 
~y Rs. 30 per tonne from 1st December 1977 it had notified a bonus incen· 
tive ;of Rs: 30 per tonne1ifrom 2lst~31st ,December:., 1977. (Rs.. 0.19 lakh on 
the sale' of 637 toJine8 ), ' thus fully ,neutralising 1the price increase.· 

(' (" ,.J i ,I," , Jr· ' 
3.08 Compost manure plant ., , , ; r 

3.08.1 , The Company; ,with a view ,to .manufa,cture ,, manure, from the 
city 1garbage, to ~ter to Jl~e needs 0~ r~e •cultivators and incidentally. 
tielp the civic , body in garbage disposa~. ~pproved ~December 1971) the 
project report· for the · instal1ati0n ,, of ·a ,_,meehani<;ah 'OOIIipost plant. at 
Ahmedabad on land admeasuring 5 acres. , 1, 1 

I '> ) r ,r · t. 

3~08.2 Contract for the plant ,' ' 9~" . 

A contract for the supply, erection and commissioning (including all 
::ivil works ) of the plant with a capacity to process 120 tonnes of garbage 
per day was placed e May 1973 ), on a tum-key-basis, on a firm of Pune 
at a -total cost of .Rs. 39.80 lakhs. Due to ptjce escalation, the actual 
payment to the contractor was Rs. 48.11 lakhs. 

As per the terms and conditions ox the 'contract, the plant was . to bt 
oommissioned __ by March i97s. The e~911 . work o~ the plant was 
oompleted in May 11975, '· but it ' couici not' be 11commis.sioned .for commercial 
operation due to certain teething( tro~bfos. until 'November' 197S: ' . ~ '. 
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The penalty recoverable as per the contract (Rs. 2.41 lakhs) was waived 
byifueJ~~paa~~arY. ' :1~6} · i;i:i ltb~i · groundZtha~ tli<5.5assistamce"oL~ 
s npp1ters · a~r thef:Ft.~f d"rei@.!.tc"dlia b6rati'>rS1 ' :wo uldinbe ')tequil'ed~in<:·m~tm-g 
uitiforeremo:pi:ob'le lliS in "fotit.ure . >in· running tlfe · plant. !which :was , thei fi~ti 
0~ ts 6f{fil'a3 j1l_? .lf.i(;llia, 'l(J ; f, ,ff r; I ' f.~ { II" ) GC> fl~l l I 

!:Jt ;·,i I.ti.\ill": • .a:.; . ., ~ ~;.:. _ .. 

3.08.3 Subsidy from Government of India .. . . f, 

1 ;)_ z.,f..::.· :_,:rLJ C .'.l ~~{!~I.:/.:· :. .. ~ ··..,,- : -; . · ·. ' ~.1 . l 1 ."" · ~, .• ·i ..r 

.((Q., Th,e Compani 1tpphed to the _Government of India (October _ 1~7~) 

f~;~~a\?#~1 ~siw~~~~)f P.~;:--~e~~-:?¥ ~e ~capita] cost -~~ t1ie plant: ·~1rrt~l~~1 
~f~ th.11,tl~1,1t~l. Sc~me of S_olia. Wa~te Disposal ' and ·receivea Rs." 20 
Iakhs in ·M~;Cil'. i97s~ .. oi:1t ot'tiiis ·tmoimCa .sum· df Rs. 2.44 laKHs was 
refunded (December 1975) on the basis ~f capital expenditure ( ils'. 53.~ 
lmcffs )!Ifie . " . 0.ll . '.)ru · :r:.~, ' • o~ ~ ur! r j:S,,.J ·U.!'ru. !1!1-2 ~ i .u .1 
•©:.>lil i 211 .n:-Od t. L;;·Ji;J v.~ : ;, r; 1• \ . · 
l':-.Tfkkapitil ·cast Of the ,plaiil! to the end of March 1978, however,'"worked 
out to R ~ .f89;SS IaicEs. d.mr · .omt~.y 1 appr.011ch6d'l~'the1 @ovetnment ··ol 
India (November 1978 ) for payment of further subsidy of Rs . 2.26 lalda. 
The amount had not been received so far ( N6v~n1ber 979 ). · r. 

'=l !i'!€b}1' The· 'GO-%rnment ~df India uhder :the •Central Scheme' of Solid Waste 
l5Mptrsti~ ... sfiecit!M. ~'WU:gtisff';,{ g,75' ) t6T gwe ·su:b'Sidy; to:lmeet '-~O·'ffe 'ICentr-01 
., ~ reb\ll+ingx'. stali>ii lirrlen . 'eX:_i;ten<1i-itur6 ton' tOOtiiiical staff for .iunning thil 
eSmi'(f~t .. p1an~,P!S.f:ibj6etilfo'' a:-tma~im'tf.rn ·of· R~ :·!..1 laklt per annum, durin-g 
the first five years of operation .-20 CFfie -detttils 'bf fl0>fpel1ditu'ii6l me~ 
technical staff and subsidy received / receivable from the Government of India 
for the four years up to 1978-79 are given below : ~ · ·,o nun ~· . S.~·· •. 

~~.fi<f" :;.~ 'k i Z"~l:/·;; (·,1~ i ... :.i:.:; , .• . . \ 

;;r:: 1<1 Iv .r--:'.·: .. : ,. >··. ·-,; · 1 .• : ... 

l.ri!..~tpdd~itrl1-~1:,6i;: -r '.; te.cfffi'foal' 'staff'~ 
.ul ; · 

1975-76 1976-77 l977-78 '< 1978-i9 
- 1.n ·" 1t.1 ,, t tu' ·· l l · ·,~ ( •· .;ff i ~v 

( Rupees in lak».s ) ; . ~ 1 
. ' · . n '· .... ; _ , -t •• • 
0 .94 . 1.96 2 .47 - 2.66' " 
.;£. ,~ I UJ:_ ill. i.;y; 

Subsidy received J receivable from 0.47 0.98 l.00 l.00 
::x t_'P <w.-t.rnm~ ~:\J ,t.' 'i1~.tt<.:"' .. !L "' ' !~ '"' -_. f• .~ ••r! !;\ , , 

~~..;;· i,.~j.. lr:P.-7:: · ~ .rt l _.,_. ~: ~· ~ >~:.-.~ i .. \;~J .. . . . • 

Jr; l·.tTh~., s.~JJsjqr B:~:ii 2 opµ}~ h~~ ~ ;1:espect of t)le years 1 ~z~:78 i~d _19J S}' 
has not -~11 r.~:,y~0~0 l~, .( ¥1~1~ch -~~0). . ·, . , .. , , ~ :;·: 



3.08.4 Performance of the plant 

The details of the working of the plant -for'•'tbe~Jour. ye.ars .,up to '•f918~179 
a.re given below 

: .· f97'5~76 1976-77 197"12'78 1978-79 
Particular-s · 

W-o:rking days available 127 306 3.l.6.,,_ r 304 
~ .... >I <"•i··~: \ ) ; 

Number of days worked 93 262 456_~-~ . 170 
.. ,. • !'j .. }µ. \• ' - f.~ \, It' ~ 

Shortfall _34 44 "~O,,, ~ ' 134 
..... ·~. i...... .... -, .. ~ ·~d\ ... •i. (; ,' \\"' . 

~~~~~ required \ in ;~:mnes ) .. 11,160 31,440 30,7.f..0 .. -.,,' 20,400 J •• \.\ ~bh~ I. . . 
·- ·~ -A.etiiaT foi:iut ( in tonnes ) · .. 6,8.92 -17,166... 20,049 18,120 .,. ........... .) .. - ,.,,. ,:. '. \,;(. ··t>J-1) 

Compost produced 3,980 8,255 7,221 7,444 
.. ~-' ~ . . ( in to11nes ) , 

\.i:t.i. Jl't :' 1 
.. 

-df& ·1t"~· :e~~ t: -~·f i t°!!lt"i" ,J • ••• ,J_, ;. ~ 'l -.• o.~ \ 

Percentage of plant utilisation 61.7 54.6 653: ,-~~fi'-~~.:88.'.8 

·:······ The 0

percen111-ge ef prod~_ctiorl of comrost-' durlng tBeL!fiir~ yfus upto 
L '

11973,;79 witS ' 1ess· thait the standard · pJ-&itictio1f -''6f foomp0st:-·as eft:vlSaged 
in the project report ( 54.6 per cent of the input). The Management ~s:tated 
(November 1979) that the standard yield' in the project report envisaged a 

:·.: ·fuoistu;e·-_pdreeri.fii.ge 10! 45 to 50 per "centl\vhicb./WaSr• not-~ attamable in 
. ', ~ctual working. t.::,,··-:.... •. ,. -.~. i:t:· ··r,, ·.~-J '. :·f 

. I · . . - " 
~ The Management attributed· + Noveri10er ~-1219 )~1.owi ~ ut.iilisati0n '. ~Gf the 

· .:Pf~nt ·to .. (i) tnon-a~ailability 0f\ garbage· in:..sufficieet ~quantity•' an<l ::<)f' '.f.iquf.red 
.. :··,;gudlity, -(ii) -high faeisture ·content :durllfg monsoons; .(iiif ]lo.wet ta.il~re·s: :and 
.r.z .-tD.CClfahicil' ·breakdowns- \and ' <fi\l)- ~aGCUmillation:.-'-0f .:.it.ooks "and:..snutdX)wtf. of 

the plant (May to July 1978 ) due to shortage of storage space. 
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3.08.5 Sales performance and economic viability 

The details of targets of sales and actual production/sales of compost fo1 
the four years up to 1978-79 are giyen 'below . . 

, .. 
Year Target Actual 

of I Production Sales 
Sates (Tonnes) 

1975-76 10,500 3,980 214 
i 

1976-77 20,000 8,255 5,136 

1977~78 15,000 7,221 5,931 

1978-79 
I I! 

14,000 . . 7,444 7,312 

Total 59 ,500 26,900 18,593 

J 

The Management attributed (November 1979 ) lower sale~ to the 
following :-

(i) Being a new type of fertilizer difficulties were experienced in 
making it acceptable to the farmers and pushing up sales. 

/, (ii) Ill !llld around AWlledabad, alternative compost manures like cow 
dung manure and sewage. sludge were available in sufficient quantity and 
at lower rates. · . t ., ; . 

. ·' .1 r .1
' I 

rr (iii), Sale of compost. in the areas ~arther away from Abfiledabad wu 
not economical to the farmers due to heavy incidence of tran~port costa. 

In order to attract buyers .. for this manure, . the Company bad kept the 
: . Selling price at a level much below the cost of. production. The selling · price 
! had been fixed keeping in view the price of -altewative compost available. 
~ a resul~ the running of the plant re~ulted in heavy losses since inception. 
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The details of revenue earned, expenses incurred and loss suffered for the 
four years up to 1978-79 are given below 

' 
1975-76 1976-77 1977-78 1978-79 

(Rupees in lakhs ) 

Revenue : (including subsidy 
receivable) ' · 

0.57 2.36 2.62 3.37 

Expenses 

Fixed cost 3.49 6.13 7.31 6.43 

Variable cost 1.74 _2.94 3.47 3.33 

Adjustments,for inventory .. (-) 0.87 (-)0.69 (-) 0.41 (+) 0.14 

4.36 

Loss 3.79 

8.38 

6.02 

10.37 

7.75 

9.90 

6.53 

The cumulative loss to the end of 1978-79 amounted to Rs. 24.09 )akhs. 
The Company's request 

0

to the Government ·of India (September 1976) for 
financial assistance equal to the loss, at least for the first three years, was 
turned down ( February 1977 ). The Co~pany also approached (March/ 
May 1977) the State Government for a revenue subsidy for the first -3-4 years 
to meet the losses, which was also not accepted ( October 1977 ). 

3.08.6 Idle laboratory equipment 

The Company had purchased ( March 1977 and February 1978) equipment 
worth Rs . 0.40 lakh for setting up a laboratory for the plant. The laboratory 
was, however, not set up and the chemist appointed ( May 1975) was 
deployed on production and quality control. The Management stated 
( November 1979) that in view of the plant incurring heavy losses,· the 
overhead water tank essential for the laboratory had not been · constructe'cL 
to avoid additional capital investment. 

(Bk) H-114-8 
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3.09 Pesticides formulation plant 

3.09.l With a view to streamlining the distribution of technical gradE 
pesticides to the formulators (through the State Government) at reasonabh 
price, the Government of India decided ( July 1974) to reserve 50 per ceni 
of the indigenously manufactured technical grade material for formulatior 
by the small scale and non-associate formulators. 

As per the scheme, the allocation of the technical grade pesticides wa! 
to be made quarterly by the Government of India to the State Governmen1 
for issue to the non-associate formulators. The State Government entrusted 
(September 1974) this work to the Company. The Company also decidec 
(November 1974) to establish its own pesticides formulation plant. The 
unit was commissioned in October 1976 at a cost of Rs . 26.76 lakhs. 

3.09.2 Production and sales 

The details of purchases, production and sales of pesticide formulation: 
for the fou r years up to 1978-79 are given below :-

Dust formulations : 

Purchases 
Production@ 

Sales 
Closing stock 

Liquid formulations 

Purchases 
Production 
Sales 
Closing stock 

1975-76 1976-77 1977-78 1978-79 

1,730 
(1 ,730) 

1,041 
689 

3 
20 

] ,986 
(798) 

2,101 
574 

(kilo-litres) 

14 
6 

(Tonnes) 

4,939 
(3 ,31'2) 

5,197 
316 

95 
68 
33 

213 
12,250 
(6,835) 
12,144 

635 

264 
221 
429 

89 

3.09.3 Loss on sale of ineffertive ' A grogor 30 per cent EC ' 

In September 1978 the Company supplied on credit, 17,400 litres (value : 
Rs. 8.01 lakhs) of Agrogor ( 30 per cent EC) to 3 sahakari sugar factories 
The factories returned 13,856 litres (value : Rs. 6.38 lakhs) in September 1978 

@ F igures in brackets indicate the qu antities processed through outside agencies. 
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on the plea that the 'Same ,was1found to be ineffective for aerial spraying on the 
crops. The fact0ries had not paid the price of 3,544 litres used by them 
and the ComJ.Dany decided ( Feb11uary 1979) not· to· press for the payment 
( Rs. 1.63 lakhs ). , 

The Plant Manager stated (November 1979) that the product was analysed 
in the ''factory's quality cbntrol cell before despatch and was. as per ISI 

specifications. As ascertained by the Company, the purchasers had got 
the same tested in Government laboratory (September 1976) and Import­
Export House (October 1978 ), which also confirmed to the analysis of 
the Company. 

3.09.4 Under recovery on sale of Parathion 2 per cent Dust 

For· sale of Parathion 2 'per cent dust to co-operative societies and ~~e 
distributors the Company allows discount at 13 per cent and 14 per cent 
respectively on the general sale price. In July 1977, the, Company increased 
the price of the material by Rs. 92 per tonne. Although according to the 
policy of the Company, sale price ruling on the date of delivery was 
chargeable, 206.5 and 486.5 tonnes of Parathion 2 per cent dust was 
supplied to the co-bperative societies (September 1977 to January 1978) 
and distributors ( July 1977 to December 1977) respectively at the old 
rates. This resulted in a short recovery of Rs. 0.60 lakh. 

The Management stated ( No,v~mber 1979) that these formulations were 
processed from technical material procured at the old rates and there was 
no substantial change in the cos,t of production and hence, the parties 
having booked the confirmed orders prior to the revision of rates, were 
supplied material at the pre- revised rates. Approval of the Board had, 
however, not been obtained. 

3.09.5 Lindane plant 

Mention was made in paragraph 8 of Section II of the Audit Report 
(Commercial) for the year 1973-74 regarding the lindane plant installed 
at Godhra in September 1971 at a cost of Rs. 0.75 lakh. Due to the 
locational disadvantage of the plant, in April 1976, the Company, on the 
advice of the Central Food Technological Research Institute ( CFTRI ), 
Mysore, decided to shift the plant to the site of its pesticides unit at 
Ahmedabad. 

.. - .. ~ - - ·· . ~· .... " : 
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The plant was shifted and re-erected at Ahmedabad · ( capacity increased 
to ,50 kg . . per day) with additional machinery at a cost of Rs. 0.77 lakh 
and commenced commercial production in April 1977. The plant was 
operated up to June 1978 and produced 789 kg. of lindane (as against the 
capacity of 18,750 kg.) before it was shut down (July 1978 ). The 
Management stated (February 1980) that the plant had not been operated 
on commercial basis because of the poor market potential. The investment 
of Rs. 1.52 lakhs has been idle since July 1978 and 789 kgs of lindane 
( value : Rs. 0:56 lakh ) produced is lying unsold ( July 1980 ). 

3 .10 Agro-service division 

3.10.1 The Company, with a view to providing facilities of mechanised 
cultivation and other farm in-put services to the farmers, particularly the 
small cultivators, had set up four regional agro-service complexes at 
Ab.p:iedabad, Gondal, Mehsana and Surat, and 17 agro-service centres 
(functioning under the complexes ) at the district level. 

These agro-service centres undertake activities of (i) sales of tractors, 
trailors, implements, diesel engines, submersible pumps, gobar gas holders, 
grain storage bins, fertilisers, pesticides, petroleum products, etc ; (ii) custom 
hiring of tractors and (iii) servicing and repairs of tractors. The gross 
value of business / turnover, direct operational expenses, gross margin, 
other expenses and net profit / loss from these activities of the agro-service 
centres. for the four years up to 1978-79 are given below :-

1975-76 1976-77 1977-78 1978-79 
(Rupees in lakhs) 

Gross value of business/turn- 313.24 440.71 406.43 569.02 
over 

Direct operational expenses 294.43 419.41 375.12 523.42 

Gt'oss margin 18.81 21.30 31.31 45.60 

Other expense~ 30.17 33.74 40.56 45.03 

Profit(+ )/loss(-) (-)11.36 (-)12.44 (-)9.25 (+ ) 0.57 
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3.10.2 Custom hiring of tractors 

For providing the facility of mechanised ploughing to small farmers, 
rho cannot afford to own. tractors, the Company maintained tractors at 
:s agro-service centres which were hired out to the needy parties. The 
etails of utilisation of the tractors during the four years up to 1978-79 
re given below :-

Year 

1975-76 

1976-77 

1977-78 

1978-79 

Nulll_ber of 
tractors in 
operation 

66 

66 

58 

58 

Available 
hiring ho urs 
(at 1000 hours 
per tractor ) 

66,000 

66,000 

58,000 

58,000 

Actual Percentage 
hiring of 
hours utilisation 
worked 

42,681 64.7 

46,484 70.4 

40,018 69 .0 

36,033 62.l 

The Management stated (February 1980) that the staff of the agro­
~rvice centres had been offered an incentive scheme for improving the 
tilisation of tractors. 

3.10.3 Training to entrepreneurs 

With the twin objectives of providing self-employment opportumt1es to 
~chnical personnel and providing the much needed technical services to 
ie farming community, the Government of India (Ministry of Agricul-
1re ) formulated a scheme under which selected entrepreneurs were to be 
iven training for a period of 3 to 4 months. 

The Company undertook the above scheme in November 1971 and started 
training cell at its agro-service complex, Mehsana. Under the scheme, 

L addition to theoretical training to the trainee entrepreneurs, the Compan.y 
'as to assist the entrepreneurs in preparing viable schemes for setting up 
gro-service centres and securing loans from financial institutions. For 
le execution oE the scheme, the Company was to receive capital grant of 
.s. 3.45 lakhs for the establishment of a training cell and revenue grants 
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to cover the expenses on staff for the training cell, stipend to trainee~ 

(Rs. 250 per month per trainee), incidentals (Rs. 125 per month pe1 
trainee) and interest sU bsidy equal to the difference between normal lending 
rate of the bank and 5 per cent 'maximum rate payable by the entrepreneur 
for a pe1iod of 3 years ( 5 years in case of backward areas ). 

The trainees who did not set up the centres after receiving the trammg 
had to refund the stipend and the expenditure incurred on their training. 

During the seven years up to 1978-79, 278 entrepreneurs were trained, 
(including 53 trainees sponsord by other states) of whom only 109 entre­
preneurs had set up agro-service centres. 

A reveiew revealed that in 4·cases loans were not sanctioned by the banks ; 
8 centres were opened and subsequently closed, 2 trainees had deserted 
the training, 40 trainees either did not set up the centres after sanction of 
loans by the banks or were not interested in setting up the centres ; in the 
remaining 62 cases, either the project reports were awaited or applications 
wen~ .pending with the banks. Out of 40 trainees, who ~ad no~ set ,pP 
centres~ two ti;tinees had refunded Rs. 2,500 (April 1976 / June 1.977) and 
the rem aining 38 trainees had been asked by the Company (January 1978) 
to refund Rs. 47,500 towards stipend and expenditure on incidentals. The 
recoveries are still awaited ( December 198Q ). 

3.10.4 Loss due to excess stocks 

The inventory at the agro-service centres included tyres, ttactor spares 
and pumps valued at Rs. 3.35 lakhs for which. there was no demand .from 
the farmers and the stocks bad either to be sold at reduced prices or the 
value was written down in the accounts resulting in a loss of Rs. 1.46 lakhs 
as . detailed below :-

(i) ' The · Company purchased ( February 1976 ) 50 sets· of imported 
tyres and tubes from U. P. State Agro Industrial Corporation Limited for 
Rs. 0.69 lakh. As the price of indigenous tyres and tubes was mucb lower, 
the Company could not sell these tyres and· tubes and had to dispose 
them of (December 1977 ) at reduced prices fetching only Rs. 0.48 lakh 
and resulting in an avoidable loss of Rs. 0.21 lakh. 
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(ii) Spares of MTZ 5 MC tractors , valuing Rs. 0.73 lakh imported in 
1971-72 and lying in stock were sold (June 1978 ), after inviting tenders, 
for Rs. 0.40 lakh resulting in a loss of Rs. 0.33 lakh1 

(iii) Value .of spares . of imported tractors (Rs. 1.93 lakhs) which 
could not be sold ·was reduced to Rs. 1.01 lakhs for .accountipg purposes, 
writing off the difference of Rs. 0.92 lakh as a loss .( 1977-78 ). 

3.ll Aerial spraying of pesticides 

3.11.1 rln· 1973-74, Government formulated a scheme for assistance to 
the farmers in aerial spraying of pesticides/insecticides. The Company 
took up the above activity in 1973-74 on behalf of Government. I.t also 
took. llp' from 1976-77 onwards the activity of cloud seyding (for-· rains) 
in the dry areas of the State. ,•. 

The details of area covered under aerial ·spraying, expenses incurred, 
reven.ue \!.arned and gross mar·gin for the s·ix years up to 1978-79 (as per 
the Company's annual reports ) are ,given below :-

Year Area covered Expenditure Income G ross 
(Jakh acres) (Rupees 1in lakhs) margin 

1973-7Li 1.11 11.23 12 .89 1.66 

1974-75 0.55 4.64 5.22 0.58 

1975-76 . 1.10 17.97 19.01 1.04 

1976-77 1.21 112.43 13.26 0.83 

1977-78 1.79 24.20 25.62 1.42 . 

1.978-79 4.67 53.72 56.80 3.08 

- --- ----------- ------ -
Total 10.43 124.19 132.80 8.6~ 

fhe Company had received a subsidy of Rs. 34.18 lakhs from Government 
during the period from 1974-75 to 1977-78 including Rs. 16.54 lakhs 
received under the Central Scheme ( 19177-78) for disbursement to the 
beneficiaries; viz farmers and· co-operative societies getting the pesticides 
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sprayed on crops towards the cost of pesticides. Of this, Rs. 7.30 lakh1 
("inclusive of Rs. 3.94 lakhs under the Central Scheme) which had 
remained undisbursed, were refunded in August 1979. Similarly, out oJ 
the subsidy of Rs. 100.15 lakhs (inclusive of Rs. 43.03 lakhs under the 
Central Scheme) received during 1978-79, the Company had disbursed 
Rs. 72.89 lakhs (October 1979) leaving a balance of Rs. 27.26 lakhs whkl 
had not been refunded (December 1980 ). 

3.11.4 Purchase of Endrine 20 per cent 

The Company purchased (August/September 1974) 24,200 litres oJ 
" Endrine 20 per cent" at a cost of Rs. 8.51 lakhs for use in aerial 
spraying. It utilised only 2,018 litres valued at Rs. 0.70 lakh durin~ 

1974-75. As the use of endrine for aerial spray was banned by the 
Governfent of India, the Company got the balance material re-packed ill 
1/5 litre tins at a cost of about Rs. 0 .65 lakh. It had sold 21,218 litres ol 
re-packed material up to 1977-78 and realised Rs. 6.28 lakhs, leaving a 
balance of 790 litres valued at Rs. 0.18 lakh (after adjusting shortages oJ 
174 litres due to leakage). The Company incurred a loss of Rs. 2 lakhs 
on this transaction. 

3.12 Other points of interest 

3.12. l Collection and sale of mahuda seeds and flowers 

The Company was entrusted by the State Government (December 1972) 
with the work of collection of mahuda seeds and flowers in the entire State 
for the 1973 season on payment of royalty which was fixed at Rs. 3.44 lakhs 
based on the average realisation by Government during the three years 
up to 1971-72 with an average cotlection of 8,310 tonnes of flowers and 
2,577 tonnes of seeds. The Company (in consultation with the Forest 
Department) had envisaged the collection oE about 8,000 tonnes of seeds 
and flowers. Actual collection, however, amounted to only 848 .374 tonnes 
of seeds and 124.148 tonnes of flowers during the year 1973-74. 

In anticipation of the collection of seeds and flowers. the Company entered 
jnto contracts ( April 1973 ) with four firms for the sale of 2,000 · tonnes of 
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mahuda seeds and flowers . The Company could not fulfil the sale obliga­
tion due to poor collection. One of the firms filed a suit against the 
Company for short supply of seeds and flowers to the extent 'of 274 
[ out of 400) tonnes. The Company having lost the suit (Mar h 1977 ), 
deposited Rs. 1.81 lakhs in the court (August 1977) and simultaneously 
5led an appeal in the High Court which was pending (June 1980 ). 

The Company had paid (April 1973) only Rs. 1.06 lakhs to Government 
md requested for a waiver of the balance amount of Rs. 2.38 lakhs on 
:he ground that the collection was much lower than the expectation ; a 
:lecision was still awaited (June 1980 ). 

3.12.2 Misappropriation of cash and stores 

The Agro-Service Centre, Bharuch, did not submit monthly trial balances 
'rom April to October 1977. On receipt of the first trial balance for the 
Jeriod up to November 1977 the Company noticed a debit balance 
·Rs. 0.27 lakh) in the name of the Centre-in-charge. The firm of internal 
tuditors having, reported irregularities in the maintenance of the cash book, 
he management audit cell of the Company carried out a special audit of 
he centre in February 1978. The audit team pointed out that all the hooks 
>f accounts were more or less unreliable and there were too many altera­
ions in the figures in the cash book, ledger, register. bills, material receipt 
rouchers, etc. Shortages amounting to Rs. 0.64 lakh in the stock of fertilisers 
md Rs. 0.13 lakh in the stock of pesticides were also noticed. Against the 
lebit balance of Rs . 0.32 lakh, the Centre-in-charge deposited Rs. 0.21 lakh 
February 1978 ). The Company had filed ( August 1978) a criminal suit 

tgainst the Centre-in-charge ; its outcome was awaited (June 1980 ). 

3.12.3 Loans to Hindustan Tractors Limited '· 

In March 1973 the Company was appointed by the Government of India 
LS the authorised controller of Hindustan Tractors Limited ( HTL) under 
he Industries (Development and Regulation) Act, 1951 for a period 
>f 5 years. In June 1973 the Company paid a sum of Rs. 25 lakhs carrying 
nterest at 12.5 per cent per annum to meet the emergent requirements of 
ITL. This amount, together with interest of Rs. 11.46 lakhs . thereon 
.ccumulated up to 31st March 1978 was not repaid by HTL. On 31st March 

tBk) H-114-9 
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1978 the Government of India terminated the arrangement · of authorise<' 
controller and took over the properties of HTL and handed over the same 
to the State Government which formed a separate company named Gujara1 
Tractor Cori:'°ration Limited ( April 1978 ). 

Under the Hindustan Tractors Limited (Acquisition and Transfer ol 
Undertakings) Act, 1978 the Company was to prefer a claim for the amoun1 
advanced and the interest thereon up to 31st March 1978 C Rs. 36.46 lakhs : 
before the Commissioner of Payments to be appointed under the said Acl 
who has not yet been appointed (December 1980 ). In the absence of a 
specific provision for the payment of interest on the loan after the appointed 
date of take over, according to the legal opinion, the Company is no1 
likely to get any interest after 31st March '1978 which (at 12.5 per cent l 
works out to Rs. 4.56 lakhs per annum. 

3.13 Summing up 

(i) The joint venture Company, set up in May 1969, had taken up the 
manufactur~ of cattle feed, compost manure and pesticides formulatio11 
besides operation of agro-service centres and aerial spraying etc. 

(ii) The utiiisation of the cattle feed manufacturing plant had varied 
between 35.4 and 53.6 per cent of the capacity ; the process losses bad 
exceeded the prescribed norm of 2 per cent during the 3 years up to 
1978-79. Dues against a sole selling agent were allowed to accumulate and 
the Company had filed a suit ( 1976 ) for the recovery of Rs. 2.97 lakh~ 
which was pending. The Company had to pay a penalty of Rs. 1.03 lakh~ 
( due to inferior quality) on the sale of dry ration food for cattle. Charging 
of lower rates for supplies effected after the revision of rates had resulted 
in a short recovery of Rs. 1.24 lakhs. 

(iii) The Company had waived the penalty of Rs. 2.41 lakhs for the 
delay in the delivery/commissioning of the compost manure plant; the plan! 
had worked below capacity because of non availability of garbage, mecha· 
nical breakdowns, shortage of storage space due to accumulation of stock! 
etc. and with sales at levels lower than the cost of production, the running 
of the plant had resulted in losses amounting to Rs. 24.09 lakhs up to 
1978-79 even after adjusting a subsidy of Rs. 3.4S lakhs. 
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.(iv) The pesticide formulation plant had incurred a loss of Rs. 1.63 
akhs because of non-payment by 3 sahakari sugar factories for 3,544 
itres of Agrogor 30 per cent EC because of inferior quality. 

(v) The lindane plant installed at Godhra in 1971 (cost : Rs. 0.75 lakh ), 
md shifted (1976) to Ahmedabad (expenditure : Rs. 0.77 lakh) was operated 
rom April 1977 to June 1978 before it was shut down, and 789 kg of 
indane produced (Rs. 0.56 lakh) was lying unsold (July 1980 ). 

(vi) The 'agro-service centres had incurred an aggregate loss of Rs. 33.05 
akhs during the 3 years up to 1977-7.8. The tractors maintained for 
:ustoms hiring were under-utilised. An estimated loss of Rs. 1.46 lakhs 
1Vas incurred on the stocks of tyres, tractor spares, pumps (value : Rs. 3.35 
akhs ) for which there was no demand. Only 109 out of 278 entrepreneurs 
:rained by the Company since 1971 had set up agro-service centres; an 
lmount of Rs. 0.48 lakh was yet to be recovered from 38 trainees. 

(vii) The Company had incurred a loss of, Rs. 2 lakhs on the purchase/ 
jisposal of 'endrine 20 per cent'. 

(viii) Due to a shortfall ( 87.8 per cent) in the collection of mahuda 
seeds and flowers the Company had incurred a liability of Rs. 3.44 lakhs 
by way of royalty of which Rs. 1.06 lakhs had been paid to Government 
and the Company's request for a waiver of Rs. 2.38 lakh~ was still pending. 

(ix) As a result of a suit filed against the Company for its failure to 
supply the contracted quantity of mahuda seeds and flowers, Rs. 1.81 lakhs 
had been deposited in the court pending an appeal filed in the High Court. 
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CHAPTER li 
STATUTORY CORPORA:rIONS 

SECTlON IV 

There were five Statutory Corporations in the State as on 31st March _1 979. 
Four Corporations, viz., Gujarat Electricity Board, Gujarat State Road Trans­
port Corporation, Gujarat State Financial Corporation and Gujarat State 
Warehousing Corporation were set up under the Acts of Parliament ; and 
one Corp0ration, viz., Gujarat Industrial Development Corporation under 
an Act of the State Legislature. 

4.2 Gujarat Electrity Board 

4.2.1 Gujarat Electricity Board was formed in May 1960 under 
Section 5(1) of the Electricity (Supply) Act, 1948. 

4.2.2 Capital 

The capital requirements of the Board are provided by loans from Govern­
ment, the public, the banks and other financial institutions. 

The aggregate of long-term loans (including loans from Government) 
obtained by the Board was Rs. 53,416.46 Jakhs at the end of 1978-7-9 and 
represented an increase of Rs. 8,372.37 lakhs over the · 1ong-term loans of 
Rs. 45,044.09 lakhs at the end of the previous year. Details of loans 
obtained from different sources and outstanding as on 31st March 1979 
were as follows :-

Sources 

State Government 
Deferred payment credit from suppliers of 
equipment 
Other sources 

Total 

Amount 
( Rupees in lakhs) 

35,784.90@ 
24.00 

17,607.56 

53,416.46 

@ Difference between this figure and the figure of Rs. 35,762.66 !akhs indicated in 
the Finance Accounts is under reconciliation. 
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Instalments of loans aggregating Rs. 1.858.04 lakhs which fell due for 
repayment to the State Government up to 31st March 1979 had not been 
[}aid. 

t2.3 Guarantee~ 

Government had guaranteed repayment of loam raised by the Board 
to the extent of Rs. 19,183.70 lakhs* and payment of interest thereon. The 
amount of principal guaranteed and outstanding on 31st March 1979 was 
Rs. 12,272.41 lakhs.* 

4.2.4 Profits 

During the year 1978-79, the Board did not appropriate any sum to the 
general reserve (previous year : Rs. 213 .28 lakhs ) due to priorities laid 
down in the amended Section 67 of the Electricity (Supply) Act, 1948. In 
view of the revised priorities the Board paid in fuli interest amounting to 
Rs. 2,508.87 lakhs pertaining to the year 1978-79 on loans from the State 
Government. However, depreciation to the extent of Rs. 392.31 lakhs for 
the year 1978-79 could not be provided because adequate surplus was not 
available. The cumulative interest on loans from the State Governnient 
due but not paid as on 31st March 1979 was Rs. 4,970.73 lakhs, 

A synoptic statement showing the summarised .fJiiancial results of the 
Board for the year 1978-79 is given in Appendix ' C '. 

4.3 Gujarat Industrial Development Corporation 

I 
4.3.1. Gujarat Industrial Development Corporation was established in 

August 1962 under the Gujarat Industrial Development Act, 1962. 

4.3.2 Capital 

Under the Act. the capital requirements of the Corporation are provided 
by loans from the State Government, the public, the banks and other 
financial institutions. 

* These figures differ from Rs . 18,366.97 lakbs and Rs. 18,294.11 lakhs -indicated 
in the Finance Accounts; the differences are under reconciliation. 
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The aggregate amount of long-term loans, (including loans from Govern­
ment) obtained by the Corporation was Rs. 4,395.34 lakhs at the end of 
1978-79 and represented an increase of Rs. 233.25 lakhs over the long-term, 
loans of Rs. 4,162.09 lakhs at the end of the previous year. Details of 
loans obtained from different sources and outstanding as on 31st March 
1979 were as follows ·-

Source 

State Government 

Other sources 

Total 

4.3.3 Guarantees 

Amount 
(Rupees in lakhs) 

1,255.15 

3,140.19 

4,395.34 

Government had guaranteed repayment of loans raised by the Corpora­
tion to the extent of Rs. 3,430.87 lakhs* and payment of interest thereon. 
The amount of principal guaranteed and outstanding on 31st March 1979 
was Rs. 2,755.74 lakhs.* 

4.3.4 Profits 

The Corporation earned an excess of income ov:~r expenditure of Rs. 3.06 
lakhs on revenue account during the year 1978-79 as against R~. 16.43 lakhs 
earned in the previous year. 

· 4.4 Other Statutory Corporations 

4.4.1 Paid-up capital 

The aggregate of the paid-up capital of the remaining 1hree Corporations, 
v,iz., Gujarat State Road Transport Corporation, Gujarat State Financial 

* These figures differ from Rs. 4,037.99 lakhs ·and Rs. 3,804.86 lakhs indicated in 
the Finance Accounts; the differences are under reconcilfation. 
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Corporation and GuJarat State Warehousing Corporation as on 31st March 
1979 was Rs. 6,591.63 lakhs as against Rs. 5,004.33 lakhs on 31st March 1978. 
The break-up of investments made by the Central Government. the State 
Government and other parties in the capital of these Corporations as on 
31st March 1979 is indicated below 

Name of the Corporation Amount invested by 
State Central Others Total 

Government Government, 

Gujarat State Road 3,646.42** 
Transport Corpo-
ration 

Gujarat State Finan- 489.01 
cial Corporation 

Gujarat State Ware- 64.50 
housing Corporation 

Total 4,199 .93 

4.4.2 Long-term loans 

Industrial 
Development 

Bank of 
India and 

Central Ware-
housing Cor-
poration 

(Rupees in lakhs) 

1,823.21 5,469.63 

470.00 40.99 1,000.00 

57.50 122.00 

2,350.71 40.99 6,591 .63 

The long-term loans obtained by the three Corporations and outstanding 
as on 31st March 1979 amounted to Rs. 8,869.76 lakhs and represented an 
increase of Rs. 1,371.07 lakhs over the outstanding balance of Rs. 7,498.69 

** Difference between this figure and figure of Rs. 3,605.99 lakhs indicated in the 
Finance Accounts is under reconciliation . 
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lakhs at the end of the previous year. fhe details of the long-term loans 
outstanding as on 31st March 1979 were as under : 

Name of the Corpora­
tion 

Gujarat State Road 
Transport Corpo­
ration 

Gujarat State Finan­
cial Corporation 

Gujarat State Ware­
housing Corporation 

Total 

4.4.3 Guarantees 

Sources of loans 

State 
Government 

Central 
Government, 
Industrial 

Development 
Bank of 
India and 
Central 

Warehousing 
Corporation 

( Rupees in lakhs ) 

3.82 32.00 

42.10 3,745.71 

4.00 

45.92 3,781.71 

Others 

959.60 

4,082.53 

5,042.13 

Total 

995.42 

7,870.34 

4.00 

8,869.76 

Government has guaranteed repayment of the share capital of Rs. 900.00 
lakhs** of the Gujarat State Financial Corporation whkb. was outstanding 
on 31st March 1979 and payment of annual dividend of 3! per cent. 

Government has also guaranteed repayment 0f loans obtained by the 
Gujarat State Road Transport Corporation and the loam raised and 
deposits obtained by the Gujarat State Financial Corporation to the extent 

"'* As per Finance Accounts the amount guaranteed and amount outstanding there 
against are Rs. 700 lakhs and Rs. 600 lakhs respectively ; the differences are 
under reconciliation . 
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of Rs. 6,694.39 lakhs, of which, the amount outstanding as on 31st March 
1979 was Rs. 4,803.37 lakbs as shown below :-

Amount guaranteed .. 

Suins guaranteed and 
outstanding on 31st 
March 1979 

Gujarat State Road 
Transport Corporation 

(Rupees in 

875.84@ 

720.84@ 

4.4.4 Profits and dividend 

Gujarat State Financial 
Corporation 

lakhs) 

5,818.55 

4,082.53£ 

The GuJarat State Road Transport Corporation incurred a loss of 
Rs. ~81.89. lakhs ,while the Gujarat State Financhl Corporation and the 
Gujarat State Warehousing Corporation earned profits of Rs. 207.74 lakhs 
and Rs. 20.24 lakhs respectively during 1978-79. 

Relevant details in this regard are indicated below : -

Name of the 
Corporation 

Profit ( +) Interest 
Loss(-) paid 

before tax 
( Rupees in lakhs ) 

Gujarat State Road ,(-)381.89 
Transport Corpo- . 
ration 

Gujarat State , Finan- (+)207.74 
cial Corporation · · 

Gujarat · State Ware- ( + )20.24 
housing Corpora-
tion ' 

299.49 

Dividend Percentage 
declared of dividend 

24.55 3.5 

7.32 6.0 

A synoptic statement showing the summarised financial results o( working 
of these . three Corporations for 1978-79 is given in Appendix 'C '. 

@ These figures d.iffer from those (Rs. 1,361.61 lakbs and Rs. 1,247.61 lakhs) in 
the Finance Accounts. The differences are under reconciliation. 

£ Difference between this figure and figure of Rs. 5,274.67 lakhs in the Finance 
Accounts is under reconciliation. 

(Bk) H-114--10 
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:i 1 i .,.> •. ' ,, ,. ,'!' SECTION V '" 
I , 

GUJARAT ELECTRICITY BOARD 
, - 'j : I ' f • i I ! ~ 

Ji 
5.1 Rural electrification programme 

!I . 

5.1.01 General 

The performance of the Board in rural electrification of the . .State up to 
1972-73 was reviewed in para 9 of Section IV of the Audit Report {Com­
mercial) for the year 1972-73. 

\ \I\\. 

According to 1971 census, Gujarat bad 216 urban areas and 18,275 
villages. At the 'time of the formation of the State on i'§t May i1960, there 
we're only 537 electrified ' towns and villages. As on 31st March 1979 the 
n'umb1er had intrea'sed to 9,497 ( rnral villages : 9,320'; urb~n areas : _ 177 ). 
Besides, the rural and urban areas electrified by the licensees were 144 
and 38 respectively making ~ tot~l of 9,679. The. number. of wells and 
tubewel ls energised had increased from 3,940 as on ls~ May 1960 to 1,77,798 
( ind~(;l .ini' '4;068 w~lls1 ,,~nergised ,by the licen~ees) as on 3 ~ .sf March 1979. 

5 .1.02 Performance , I 

'Fhe district-wise> break-up of the total number of villag('S electrified and 
'' f' wells energised up to 31 st March 1979 are given below :- ' : . , 1 

Name of the 
district 

Gandhinagar 

. ' 
Mehsana 

'A.ik~~lab~d i . I 

Junagadh 

Total . 
number of 
villages 

75 

.. 957 

1,084 

674 -
I 

1,092 

Number of 
villages 

electrified 

75 

815 

851 

486 

719 .. 

Percentage Number of 
of total · wells/tube-
village~ . wells 

energised 

100.00 2,l788 

85.16 \ 12,394 

78.51 18, 158 
I 

'I 72.11 19,845 

65.84 21,918 

.._ •. J o'u\ 



Nall]e of the district 

Rajkot .. 
Amreli 

Bulsar,, 
'• 

Sabarkantha 
I, 1 

Bhavnagar 

Jamnagar 

Vadodara 

Surat 

Kutch I •• \ 

Surendranagar 

Bharuch 

Panchmahal 

Banaskantha 

Dangs 

Total 

·75 

lotal 
number 

of villages 

859 

595 

823 

1,386 

879 

706 I· 

1',677 ' 

1,218· 

900 

648 

1,137 

1,903 

1,351 

311 

18,275 

.. 
Nun;iber Pei:ceutage Number of 

, ofyilla~es , [ of.total , , )¥~11.s /tube-
ele'ctnfied Villages I wells ' 

energised 

545 

374 

499 

827 

482 

377. 

868 

563 

408 

277 

425 

385 

455 

33 

9,464 

63.45 

62.86 

60.63 

59.67 

54.84 

53.40 

51.76 

.46.22 

45.33 

11,372 

7,333 
i,' 

9,816 

18,906 
I " 

9,921 

6;091 

9,644 

8r,454 

9,687 

42'.75 I . ' S,594 

37.38 ii· 4,142 

20.28 3,415 

33.68 8,307 

10.61 ·13 

51.79 1,77,798 

The number of villages electrified inc~udes villages which had been 
electrified for agriculture purposes alone (break-up not available). The 
rural population 'covered 'under 9,464 villages was 137.12 lakhs~ tb'.a~ is, 
71.41 per cent of the total rural population ( 192.01 lakhs ). · 

1
' 
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5.1.03 Targets and achievements 

The details of annual physical targets and achiev\!ments for the fiv 
years up to 1978-79 are given below :-

Targets for electrification Actual achievement 
Year 

Villages Wells Tube- Villages Wells Tube-
wells wells 

1974-75 500 15,000 80 350 10,994 46 

1975-76 500 12,000 54 277 7,799 54 

1976-77 800 16,000 70 801 16,003 59 

1977-78 1,200 22,500 200 1,013 17,985 i21 

1978-79 1,350 22,500 250 1,336 21,650 ' 120 

Total 4,350 88,000 654 3,777 74,431 406 

The aggregate shortfalls for the 5-year period were as follows : 

Number Per cent 

Electrification of villages 573 13.2 

Energisation of wells 13,569 15.4 

Tubewells 248 37.9 

13,817 15.6 

The shortfalls were attributed by the ManagemeHt (February 1980) tc 
shortage of aluminum conductors and after-effects of State-wide' drought 
in 1974 which impoverished the agriculturists during 1974-75 and 1975-76. 

5.1.04 Financial targets and achievements 

In the absence of specific provisions for funds for the physical targets 
envisaged in the Fifth 5-year Plan, these srhemes were financed, from funds 
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made available by the State Government from its annual plans or by raising 
funds from institutions such as Agricultural Finance Corporation ( AFC). 
Rural Electrification Corporation Limited ( REC ), Agricultural Refinance 
and Development Corporation ( ARDC ), tor specific schcml.!s approved by 
:hem, and •the Board's own internal resources. 

During the period of 5 years up to 1978-79 the Board had received 
Rs. 6,260.65 lakhs for rural electrification from the State Government 
: Rs. '2,203.66 lakhs including Rs. 533.66 lakhs for specified schemes) and 
other sources ( Rs. 4,056.99 lakhs ), but had incurred an expenditure of 
Rs. 4,746.94 lakhs on such schemes, resulting in a shortfall of R's. 1,513.71 
lakhs ( 24.2 per cent). 

In respect of the funds provided by Government, the Board was not 
required to maintain schemewise accounts and, therefore, it was not possible 
to identify /verify the actual expenditure incurred against each scheme. 

'' 
5.1.05 Rural electrification schemes financed by G'Jvemment 

5.1.05.1 Government provided funds for the execution 0f specific rural 
electrification schemes, such as, Gandbi centenary financial participation 
scheme, electrification of 200 adivasi villages, district level · schemes, 
electrification of tubewells, tribal area sub-plan schemes. Mention of two 
;chemes, viz. Gandhi c~ntenary financial participation scheme and e!ectri· 
fication of 200 adviasi villages was made in Section VI of the Audit Report 
(Commercial) for the year 1974-75. 

5.1.05 .2 District level scheme 

Government had provided Rs. 119.75 lakhs for the clistrict level scheme 
taken up during the ,Fourth Plan period for electrification (for domestic, 
street lighting and industrial purposes) of 338 villages by '.Hst March 1974. 
Only 263 villages were electrified up to that date ; the remaining villages 
were electrified by 31st March 1978. Details of actual expenditure incurred 
were not available. Thy Management dttributed (February 1980) the slow 
progress of the scheme to the shortage of aluminium conductors and trans· 
port problems in the case of remote areas. 
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, . . D.angs: distrjct is .a , backward area with practically no agricultural c 
industtj.al , loan potential. Since extension of electricity was not , considere 
-fuw.nci~_lly , viable, Govemmf;mt sanctioned ( March 1976 ) .. a · grant c 
Rs.. 6,72 lakhs ,to the Board for the electrification of eight importa11 
villages and one primary health q;ntFe in t4e1district. . trhe .Board c,omplet~1 

this work in May 1977 at a total cost of Rs. 5.19 lakhs. The unutilise1 

1gr~.11t ?f . ~s. p3 , la~,~s 1 ha~\ .Il;ot be~.q. returned .to , Qpvernwe~t .. .,( Th 
.M~nagement stated,

1
, (f~.bruary 1980) thft though maior works wer 

CJ?~PlE<t~~·d ttie, expec~ed , pu~b((~ of connt:ctions . had not h~en forthcom,in 
~nd . ~H7i11)pts w~re ,being ma4r to spe9-d .the remaining amount. , 

~ t ( ~ I t : ' I '. ' I 

5.1.05.3 Electrification of Government Tubewells 
''·\ . ! • ·I 

Against ·estimates aggregating · Rs. 415.71 lakhs furnished by the Boar1 
.~· 1.964•65 ·to . 1975-76') for the electrification of W45 tubeweHs. Gov~rn 

ment ·had granted loans• agreegating R:s. 1305.86 lakhs withClut ,specifying th 
number of tubewells. The Board had completed the work on 923 tubewell 
up to 31st March. 1976 at a total cost of Rs. 291.20 la~s. Of these, 1 
tubewells (cost : Rs. 6.84 lakhs ) had not been energised (March 1979 
;T.he work on 81 mo~e tube"'.~lls ,had ,been completed up to 31st March 197 

1 ~~9st 1 :,,R11, 16.471 lakhs) ,; qetails of .~eir energisation. w.cre, lipwever. nc 
av,~fl.ble. _ ; f ,d 

'I}_, J \: fl i • ; ' • I I ' ' 

,From. 1976-77, Government handed over the work of Government tube 
1 l ' . Jf < I! ; r• i l;(t' > 1 

• i • 1 fJ1 • •I• , I lj 

, wells . (hitherto lqoked after by the PWD ) to d Govcrnmt.nt compan) 
l .;{ t J:; l1 ; j : . I ' i I d )I . J )J•l l ( ~ 

Gujarat Water Resources Development Corporation Lin!ited. Govemmer 
initially decided to advance loans to this Company whic.:h ill tum was t 
pass on the amount to the Board on the same terms and conditions exceJ 
the rate of interest which was fixed at 7! per 'cent per · aciium ~ Howeve1 
due to legal restraints of the C9mpany granting loans to the Board, th 
rr~ · · , .1 r · 
amounts were being accepted by , the Board as deposits hearing interest E 

(f pef 'cent per annum and refundable in full on completion of IO yean 
· Itfeptrifica'tion of tubcwelis ' was being done under " financial participatio 
;. scb.eines ,, . . 
) Y1 ·1t1 i, 1 :.. 

';:Th~ ' details of. .pl:ysi~~I .. and financial t:<trgets , deposits te('eived and th 
number of tubewells energised llP to 197~-79 are given on page 79 :-
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" Number1of Estimated beposits Numoer 'of "Acfh al · 
Year tubewells cost received tubewells exp1;:ndi-

~ I I J 
to be t 

~'nergise,d tute . " 1• energised . l• 1-.incur'red · · 
' i I J'1, II 

,i ; " (Rupees.· -in lakhs) 1 . l 
' i(Riipees ' 

iri 'lakhs) ' 
J ! , L :f1 ;. ; ·I ~ " T ' \ i. f.11 " 1976-77 · '·1 · 70 ,~8 .90 '30.00 1 ~· \ \ ~ 1 r. • I ' Ii tr·· e · -~ f,-' I 

1977-78 '' 200' 80.00 ' ~30:00 If '·'' ti3 28:o3 i 

t; ' h ! !I t, ... i 

1978, 7,9 .. . 250! 112.50 50.00 . " 1•tl 1:2·i. , ,r 12t7 .04 , 

·!'' I '! - ., -, : I ' f1~-.--;'l 

11
1
0.09 

•! -.-,r -"\td~ 

Total. . . 520 220.50 225 55.07 , 
l / ; 1 f ' ,I Jf I ~ ' 

lt .will be seen that only, 225 tubewells H3 per i.C~Til.t) against the target.Qf 
20 tubewells had been energised during the 3 years up to 1978-79 . .. The. 
lfanagement stated ( Fe.bruary J.980 ) ' that the w©uk 011· the, remaining 1ube­
rells •would be completed i 1as . soon as survey, feasibility and1·cleatance bad, 
een done. '' 1 , ."',. 

'. 1.05.4 Tribal area· sub
1

-pian scheme 
I . I • 

. l • ' I ) ! I ' ';" ,.J· ~ I '1'. '! f. ~ 

For the electrification of 232 viBages umler the Trihal 1 anea· sub-plan 
~he.me Gqvemment had · granted loans amounting to Rs. 276.94 d akhs upto 
9.78-79 ( Rs. 174.94 Iakhs d n 1976-77, Rs . 37.00 lak}Js " in 1977-7,8 and 
ls. 65.00 lakhs in 19-78~79.). hearing_ iu.ierest..at--7~} · ger. c:enti per anm1m. With 

view to encourage the : farmers to · avail ·of · the ·benefit of eJectricity, 
r9Vemment decided ~ January 1978 ) .to grant subsidy .to meet 50 ··1p,er., cent 
f service connecti0n ·eharges, the difference betwe<m, the , actual ,energy 
harges and the •minimum annual guarantae. and fo:·. the raymenUof energy 
leposits. It was later decided (August 1978) to 1grant 100 1pef. 'Cent '(instead1 
if $0 per cent) subsidy- towards the service connection charges. I;Towever, 
~e response from the· famlers · was pom; and the Bon rd could "electrify onJy, 
13 ' (out of 232) villages ( 43 in · 1977-78 and· 70 in 1978-79 ) r,at ,a cost.. ofi 
~ s . .93 .09 Jakhs. The · shortfall was attributed ( F,ehruary ·' 198Q·), by the 
vfanagement .to lack of response for · connegtions from the ff[rmers due to 
heir p0br financial conditions. · 1 ';;' 

The unsoent balance of the loans amomitetl to Rr.. 183.8:= 'Jakhs of which 
~s . 102 lakhs (involving an interest .. Iiability of Rs 7.65 lakhs per" annum) 
1ad been drawn in ?1977-78 .and 1978-79. 
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5.1.06 Schemes assisted by Agricultural Finance Corporation 

5.1.06.l A mention was made in para 4.05 of the Audit Repor 
( Co~~ercial) for the year 1972-73 about the increase in the rate of interes 
on the loan of Rs. 8 crores raised by the Board from Agricdtural Financt 
Corporation (AFC) for the energisation of 20,000 wells. The Boar( 
submitted (June 1972) its second scheme for approval of AFC for th1 
energisation of- 20,000 wells at a cost of Rs. 8 crores. The number of well: 
to be energised was subsequently (October 1973 ) raised to 25,000 at i 

cost . of Rs. I 0 crores, and was to be completed withi~ a period of twc 
years (October 1973 to September 1975 ). The s<:heme was approved \1 
Octo~r 1973 on the same terms and conditions a~ applicable to the firs 
scheme, except that the rate of interest was to be 3 l per cent over th1 
bank rate subject to a minimum of 10! per cent with t per cent rebate fo 
promnt payment of interest and repavment · of instalment:,; of the prindnal 
The Board commenced (October 1973) the work on the scheme, but dm 
to delay in finalising the agreement, an expenditure 0f Rs. 383.34 lakh: 
incurred by the Board up to 30th September 1974 was not r~imbursecl . It 
January 1975 AFC furnished the revised terms and conditiom. under whicl 
the period of completion of the scheme was fixed at 3 I st December 1976 
the amount of the loan was reduced to Rs. 8 crores (at Rs. 3,200 per well a! 
a1.1ainst Rs . 4.000 per well) and the balance 20 per cent amount was to be raisec 
either from the consumers or met from the Boatd's own rec;oiirces. The rate 
of interest was to be 6 per cent over the bank rate with a minimurn of 15 pei 
cent per annum or the minimum lending rate whichever was more, with nc 
rebate for prompt payments. but 1 per cent additional penal rate for dela~ 
in payment of interest and repayment of instalments of the principal 
The Board had by then completed the work on 9,621 wells at a cost bl 
Rs. 475.38 lakhs (January 1975 ). The Board accepted these terms and · the 
agreement was signed in October 1975. The Board had energised 23,256 w~m 
bv 31st March 1977 at a total cost of Rs. 1,232.33 . Jakhs and had receiveci 
reimbursement of Rs. 739.35 lakhs from AFC llP to June 1977. Fdi 
discontinuing the scheme and for not claiming the balance amount ol 
Rs. 60.65 lakhs, the Board paid (January 1978) commitment charges o1 
Rs. 0.15 lakh (at one per cent per annum for the last quarter ending 30t~ 
June 1977) in terms of the agreement. 

5 .1.06.2. The Board , having surplus funds of R ~ . 20 crores, enquired 
from AFC in February 1978 whether it would accept advance paymen1 
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)f the instalments against the ·Joan due for repayment in 1978-79 ail..! 

1979-80. AFC indicated it's willingness to appropriate the advance payments 
o, t~e firnt loan wherr the interest rate w~s low. As the Board had Rs. 20 
:rores and the ·ar;nount outstanding against the two loans was only 
~s. 12.91 crores as on 31st March 1978, the ,Joans could have been repaid 
n full to wipe out the interest .liability (Rs. 203 .94 lalchs ). However, the, 
3oard did not pay anything against these Joans. 

Jn January 1979, the Board again took up the matter to ·pay in advance 
he instalments of both the loans due in 1979-.8.0 and 1980-81. Jn February 
1979 ·AFC agreed to this proposal and the Board · made an advance payment 
>f Rs. 409 lakhs on 31st March 1979 towards instalments falling due in 
1979-80 and ' 1980-81. The Board also paid commitment charges (at t per 
:ent) amounting to ; Rs. 0.32 lakh for premature repaymc1it of Joan instal­
nents, although the · agreement did not provide for such payments for 
Jremature repayment of instalments. The balance ~mount payable as on 
31st March 1979 was Rs. 675.69 lakhs bearing interest of 13.5 to 15 per cent 
)er annum. 

To utilise the surplus funds the Board made an advance payment of 
Rs . IO crores in December 1978 to a supplier, carrying interest at 10.25 per 
:ent per annum. As AFC was willing to acctpt full repayment of the amount 
)Utstanding against both the loans, the Board could have repaid the entire 
:i.mount of both loans in February 1978 or later and reduced its interest 
liability. 

5.1.07 Schemes assisted by Rural Electrification Corporation Limited 

5.1.07.l Since 1970, Rural Electrification Corporation Limited (REC) had 
also been advancing loans to the Board for rural electrification. Upto 31st 
Maren 19.79, 130 rural electrification schemes ('under various categories) 
were approved by REC at a total estimated cost of Rs. 3,883 .87 lakhs. The 
core of the schemes was to energise a substantial number of agricultural pump 
sets in a compact area, though the potential non-agricultural load could also 
be taken into account. 

In addition , the REC h~d also advanced loans for electrification of back· 
ward and Harijan Bastis of already electrified villages. 

(Bk) H-114- 11 
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5,, L07.2 16Jrdinary .. ad"!<ance-tareas fir-st schemes · 

:REC approved 14 schemes during the period from 1970-71to1973-74 unde1 
this ·category. Loans· to the extent' of full cost of the execution of the schemei 
were ·advanced by REC wi'th intefost at:6! per cent per annum with a rebati 
of i per cent for pr'ompt paymertt. The ' following table gives detail!' of the 
schemes sanctioned, loans received for these schemes from REC and ' th1 
progress of expenditure up to 1978-79. 

Year of Num- Electriflca'tion Energisation of Total Loans Actmd 
· sanction ·llber of ·of. villages ' wells cost availed expen'dl 

schemes ------ ------- of the up to tu re 
sane- Target Actual Tariget Actual scheme 31st up to 
tioncd as sane- March 31st 

tfoned 1979 March 
by'REC 1979 

(Number) (Rupees in .Jakhs) 

1970-71 · 7 274 273 6,179 6,073 408 .23 382.72 399.2: 

1971-72 2 83 . 79 . i ,659 1,095 I 02.l 0 95.31 86.1: 

'1972-73 3 136 ' 134 '4,510 1,299 143.59 143.89 150.1: 

1973~ 74· 2 '83 82 '2,155 713 94.96 87.15 97;9· 

Total. . 14 576 568 14,503 9,180 748.88 709.07 733.51 
------------------· --------

According to the terms and conditions of the loan agreement, the scheme: 
1were' to be completed ·in five -yea.us, and the· loans ·were repayable in 15 equa 
-annual instalments· commencing from the dose. of the fi.fth year. ·Howeve1 
only - two of the, schemes undertaken , in '199"0-71 · wern completed upt< 
1>9l78-79 and work on the other.1'2 . schemes was in progress. (April 1980 ). 

In respect of schemes · sanctioned in 1972-73 an<l 1973-74 the actua 
expenditure incurred was more than the estimates and ' the loans received 
This was due to increase in the cost of material$, etc., due to delays in the 
completion of the schemes. 



lnl terms of the · agreement, the Boaxd. had to · achieve-a minimum · return 
)f 2 per cent on the ,.compJetion -of the- s<3heme at the c!0se ofi.the fifth; year .. 
and of 3t per cent withini five years thereafter. The Board, had, however, 
not maintained any records to watch whether . the minimum i;eturn".aJl ''co:µ­
:emplated in the scheme was being earned . 

5.1.0J..3 OrcUnary advance areas-'-second and · subsequent scheme~· 
·• . 

(a) For the second and subsequent schemes for the electrification of the 
same area, only 60 per ce!ft of the total. cost of the scheme was being sane-. 
tioned by REC. The loans were repayable in 15 equal annual insta1ments 
co'111mencing from the dos~ of ,the fifth yea~ and carr;i~d int~r~st at . 7t, per 
cent per annum for the first 5 years, 8 per cent from the 6th .to 10th .year •. 
B! per cent from 11th to 15th year and 9! per cent thereafter. The Board · 
11ad to meet the balance amount of 40 per cent of the c.ost either from .its 

, J, I •, ' ' l I 

:xwn resources or by issue of rural debentures. REC had agreed 'to subscribe 
50 per _cent of the value pf de~ntures as matchin~ contribution. 

_ During~ the yea]js 1971-72 to .1974-75 and~ 1976-77 REC approved JO . such 
schen:es. The"followlng table gives details of the schemes sanctioned., loans '. 
rece'ved from REC for these schemes and the progress of expenditure up 

' l . . , ' 

0 1978-79 

Y:ear.·of Num~ Electrification .Energisation of Estimated. Loans Actual 
sanction ber of , of villages wells aniount availed exnendi-

schemes of loan up -to ture 1 

sane- -··------ ------ at 60 31st up to ' 
tioned Target· Actual Target' A<:tual percent 1 Ma.r.ch 31st. 

of cost 1979 March 
1979 

-[Number] (Rupees in lakhs) 

1971-72 35 35 560 ;• 369 30.43 2'5.62 ' 48 .29 1 

1972-73 4 156 155 3,p7Q 1,950\ 108.241 100.14 I ,177,71. 

1974-75 4 174 165 3,270 1,919 ] 24.43 90.02 146.13 

1976-77 35' 22 I 281 95 . 35.95 22.21. 16.67 . . · 

10 400 37~ 7,781 . 3,4.33 299:os 238.59 388.80 
" 
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· To meet tbe .balan.::e 40 per' cent cost of the schemes (Rs . 199.36 lakhs ), 
the ·Bdard had raised rural debentures for Rs. 164.00 lakhs. Out of 
Rs. 402.59 lakhs available for these schemes, the actual expenditure was 
Rs. 1 388.80 lakhs (March 1979 ). 

None of . tqe 5 .. sch~mes,, undertaken upto. 1972-73 and , sch.eduled for 
completion by 31st March 1978 had been completed (June 1980 ), though 

. . 'I 11 1 ' • 

the repayment of loans from REC had already commenced. The Manage-
ment attributed (February 1980) the slow progress, inter alia, to . non­
av'ailibility of ma'terials, tra~sportation problems to remote area's, inadequate 
response 'from the villagers, shortage of power ill 1973-74 and famine condi-
tions in ·1974-75. ·' 

(b) To rais.e funds for ~O per cent of the cost of the ~cbeme's, the Board 
decided (JuJ

1
y 

1
1972) tO iSSUe rural dbbenttireS bearing ifltcr~St at 7t per Cent I 

on debentures 'subscribed by the rural people ·and at 4± per c!ent on those 
subscribed by REC, as matching contribution. H9wever, due to delay in 
comp~etmg formalities like Gov:dm n:ient's approval under Section 65 of the 
Electricity (Supply) Act, 1948, 'Government's guarantee required by REC, 
exemption from payment df st~mp duty, &sides ~evere dro~ght cond'ition:s 1 

in the State, the Board could not issue the debentures until July 1974 when 
the bank rate was revised upward. REC informed the Board (January 1975) 
that the rates of interest for debentures would ' be revised 10· 10 per cent 
and 7t per cent respectively. The Board issued the dl!bentures valuing 
Rs. 95.92 lakhs in March 1976 agaiJ?,st which debentures valuing Rs. 82.00 
lakhs ·only were subscribed with a matching contribution of Rs. 82.00 lakhs 
by REC. Due to the delay of about 4 years, the Board lost the benefit of 
lower, rates of interest, atleast on Rs. 92.45 lakbs for 5 schemes already 
approved ( March 1973 ). The additional uiterest liability on this account 
would be Rs. 25.40 lakhs ( 10 years). 

5.1.07.4 Ordinary backward · area schemes 

During the years 1971-72 to 1978-79, REC sanctioned 21 schemes under 
the backward area category, involving an expenditure of Rs. 302.17 lakhs. 
The duration or the loan was 25 years and the rate · of interest was 5.25 per 
cent, 5.75 per cent and 6.25 per cent for the fir~t 10 years, ndt 5 years and 
e'1r the remaining period respectively. The scheme was to be completed in 
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years and the loan amount was to be drawn in five instalments. The 
ieme envisaged a minimum return of 0.5 per cent at the end of fifth year _ 
1n completion), 4 per cent within the next 5 years and 3.5 per cent within 
( years thereafter: There was a moratorium of 5 years for the repayment 
'- Joans. ·· 

I . • - , 

The following table giV1'1S details of schemes sanctioned, loans received 
)IT{ REC for and the pr~gress of expenditure up to 1978-79. 

Year Number Electrification Energisation of Total Loans Actual 
of of of villages . wells 

1 
cost availed expen- .. 

a·nc- schemes ------' ------ of the up to aiture 
tion sane- Target Actual Target 1 Actual schemes 31st up to 

tioned ' o .. March 3ist 
1979 March 

1979 
(Number) · (Rupee's in lakhs) 

971-72 2 . 88 87 2,087 650 102.63 93.98 94.26 
I 

972-73 

973r 74 
.. 

974-75 

975-76 

976-77 . . 

3 

1 

977-78 5 

978-79 . . 8 

Grand 
!Total ' 

21 

21 

18 

196 

308 

98 1,800 1,126 88.82 82.14 96.60 

10 55 21 4.75 4.75 4.98 

19 

16 

400 

450 

63 3,396 

37 3,796 

217 42.50 32.39 29.73 

215 27.90 20 .21 16.72 

299 215.16 116.50 55.17 

79 302.17 l 13 .38 3.92 

739 330 l l ,984 2,607 783.93 463.35 301.38 
I 

As , ag1a}~st ,6 scher:?-~~ appro_veq . yp to 1 1973-74 schedul~d for comple,ion 
o to 1'978-79, 3 schemes still remained to be completed (March 1980 ). 
/hile the actual expenditure on these schemes (up to March 1979 ) amounted 
;. Rs .. J.95 .84 lakhs as against the estimated cost of Rs. 196.20 lakhs, only 
,797 ( 45.6 pe;· cent) out of 3,942 wells had been energised. The Board had 
ot· maintained any ·records to watch whether the minimum return as con­
)mplated in the schemes· was being earned. 

01 / . IS 

1978-79 . . 4 55 . 25 1,690 90 136.32 68.16 16.49 ----- - - -- - - - - - ---
* ' Includes electrified villages. 
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.,_'fhe B0ard Jiad Jlot • .maintained any records to .watch ,whether ·. the 
pecified minimum gross return ( 10 per cent per annum ) on the capital 
ase was actually achieved after two years of the completion of the 
Jhe1lle. 

~ l.07.06 Special · project ( Agi·iculture) scheme '' 

, (a) 'With the extension ·Of ,the distribution network of ekctric power 
l --large ,areas, . there w.as .considei;able increase in the demand for eleotri­
ity ,for pumpsets .in .the electFified -areas . . 1With a view to energise such 
1umpsets, .REC introduced in January J 978, a new category of loan known 
,s ' '-Special project ( ~griculture ) loan". The scheme envi s1;1 ged electri-
1cation of pumpsets for immediate agri.::ultural ' production purposes in 
~reas . administratively co-terminus ~ith electrical sub-divisicm ·or divisions. 
[he scheme provided for electrification of wells/ tubewclls, pumpsets / lift 
rrigation pumpsets of private individuals, Government or co-operative 
,ocieties .jn .a sub-division or a · division . .The cost of the scheme. to be 
mplemented within 2. years, was to .be b etween .R s . . 15 lakhs and ' R s. 50 
akhs with a minimum return of 10 per cent on the capital base at the 
md of the second year. The loan was for a period of l 4 years and carried 
nterest · at 9.25 per cent per annum with a rebate of 0.25 per cent for 
'rompt "payment and a 2 year moratorium on the repayment of the loan. 

During the two years upto 1978-79, REC approved six such schemes 
·estimated cost ·Rs. 185.60 Jakhs ). The following table g i v~s details of 
1chemes sanctioned, loans received from REC and the progress of expen­
liture . upto 1978-79 :-

Year of Num- Electrification 
sanction ber· of of villages 

schemes 
sane- Taget 'Actual 

tioned 

Energi sation of Total 
· wells cost 

------- of the 
Target Actual scheme 

* 

Loans 
availed 
up to 

March 
1979 

Actual 
exoendi­

ture 
up to 
31st 

March 
1979 

(Number) (Rupees in lakhs) 

1977-78 2 24 13 . 817 52 49. 28 23.77 9.13 

1978-79 .4 55 25 1,690 90 136.32 68.16 16.49 
-- ·------· --- -·-- -----------------·--·-

* . Includes electrified villages. 
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5.l.07.7 Electrification of left out backward and harijan areas ' in elec 
, · .. trified villages 

In November 1969, the Board approved the electrification of ·harijat 
and backward areas in already electrified villages at a total cost of Rs. 18 lakh 
to be shared equally between the Board and Gover~1ment. The schem 
was complet'ed, but since there' were mahy villages haviri'g unelectrifie1 
areas, the Board prepared 18 schemes to cover 1,277 such areas at a:· tota 
cost of Rs. 36.50 lakhs. All these scliemes were sanctioned "by REC• durin1 
the period from 1971-72 to 1914-75. The duration 'of aH these sC-heme 
was· only one year. The loans were for 15 years bearing interest at 5 pe 
c'c:nt per annum with 0.25 per cent rebate for prompt payment btii: withou 
any moratbrium for repayment of the principal and w1thoutt any viabiliV 
criteria. 1. 

The following table gives details of schemes sanctioned, loaris receive! 
from REC and progress of expenditure up to 1978-79 

" 
j, 

Number Number Number Estimated Loans Actual 
Year of of of .of , cost of received , expenditure 
sanction schemes areas in- areas the up to up to 

approved eluded actually scheme 31st 31 st March 
in the covered , , March · ~979 
schep:te 197~ 

(Rupees in lakffs) · 
' 

1971-72 66 4.37 4.37 2.48 

1972-73 279 53 6,.4_3 6.43 ... · ~.95 

1973-74 /1 168 142 ' 4.93 4.93 4.39 

1974-75 15 764 1771 

1975-76 267 

6,32 \ 
20.77 20.77 15.63 

1976-77 

1977-78 6j ,, 
------------------------- ---
18 1,277 1,277 3q~50 ' ' ~ 3,6.50 _ . ' 27.~5 
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The Board had complelied the work in 'I,277 areas up tG l 9'78-79 at a 
-cost of Rs. 27.45 lakhs. The delay in compkti(ln ef work ranged from 
11 to 24 months. 

5.L08 Finance from Agricu.ztural Refinance and DeiVelopment 
Corporation 

The Board comm;enced availing of the -loans (April 1977) against the 
Jfefinance scheme or. Agricultural Refinance and Development Corporation 

· 1( ARDC ). Under this scheme, the 'finant fal institutions like commercial 
. lbanks, district co-operative banks, etc.., advance loans to the Board for 
ifinancing electrification of pumpsets :and in turn these institutions get 
'90 per cent refi!1ance from ARDC. The loans to the Board were given at 
'10.5 per cent per annum interest whereas the banks got refinance from ARDC 
:at 7.5 per cent per annum . The loans granted to the Board were t_o be 
-repaid in seven years and the payment of principal and interest was to be 
:guaranteed by the ,State Government. 

Initially, the loans were being granted on reimbursement basis up to 
maximum of Rs. 4,500 per well (increased to Rs. 5,500 per well from 
1st July 1978) if a motor ·of up to 5 H. P. was connected and an additional 
Rs. 1,000 for every increase of 2.5 H.P. 

The following table gives the details of schemes sanctioned, number of 
wells to be energised+, number of wells energised, Joans sanctioned and 
amounts received up to 1978-79 : 

Number Number Number Total Amount 
Year of sanction of of of amount of loan 

schemes wells to wells of loan received 
approved be actually sane-

·energised energised tioned 

(Rupees in lakhs) 

1977-78 2 19,400 4,702 1,059.65 265.26 

1978-79 4 7,120 13,926* 392.24 854.66* 
---- - --- --.---· 

Total 6 26,520 18 ,628 l ,45J .89 1,119.92 

* Excludes 3,372 wells energised during the last quarter of 1978-79 for which 
Rs. 22.08 lakhs were reir.nbursed in 1979-8Q, 

(Bk) H-114- 12 
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(vi) In March . 1978, while the amount -outstanding ·against two AFC 
loans was Rs. 12.91 crores, the Board which had surplus funds of Rs. 20 
crores did riot'make any payments. In December 1978, the Board advanced 
R'.s. 10 crores to a supplier with interest at 10.25 per cent. In March 1979, 
the Board paid back Rs. 4.09 crores, leaving a balanc~ of Rs. 6.76 crores 
with interest ranging from 13.5 to 15.0 per cent. 

(vii) A review revealed that loans for various schemes were drawn 
much in excess of. actual requirements resulting in an avoidable interest 
burden : 

(a) Against Rs. 20.43 . crores drawn in respect of 101 schemes under-. 
taken with the assistance of REC the Board had incurred an expenditure 
of Rs. 17.25 crores leaving an unutilised balance of Rs. J.18 crores 

. (March 1979 ). · 

(b) Against Rs. 11.20 .crores drawn in respect of 6 schemes approved 
by ARDC the Board had incurred an expenditure of Rs. 9.87 crores, 
leaving an unutilised balance of Rs. 1.33 crores (March 1979 ). 

(viii) The Board lost the benefit of lower rates of interest due to delay 
in the issue of rural debentures and the revision of the rates of interest by 
REC resulting in an additional interest liability of Rs. 25.40 lakhs. 

(ix) The Board had not been maintaining any records to watch whether 
the minimum return as envisaged for the different schemes was in fact beinB 
achieved. 

(x) Delay in the finalisation of tenders had resulted in an extra expen· 
diture of Rs. 0.71 lakh on the purchase of meters. 

(xi) Failure to remove or re-erect an 11 KV line bronght down by a 
cyclone had resulted in a loss of Rs. 1.71 lakhs due to theft of 2· transformers u . 
and conductors. 

5.2 Ukai and Gandhinagar Thermal Power Stations 

5 .2.1 Introductory 

The estimated load in· the State at the end of the Fourth 5-Year Plan 
( 1973-74) was · assessed at ·1;500 MW ·requiring an installed capacity of 
2,000 MW. The aggregate generating capacity available in the State by 
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e end of 1973-74 was ' estimated at 1,367 MW. To make up the deficit, 
e Board submitted (August 1968) to the Planning Commission a proposal 
i the constructibn of a coal-based conventional thermal puwer station at 
kai, with a generating capacity of 480 MW ( consisting of four sets of 
~O MW each) at an estimated cost of Rs. 57.50 crores, which was revised 
·- Rs .. 6.8 cror~s in Februll;ry 1969. The construction was to be completed 
1'. two . phase.s ; ,fjrst phas~. ( 240 MW cayacity ) to be completed in the 
ourth Plan .and the balance ( 240 MW capacity) covering the second phase, 
1 be completed in the beginning of the Fifth 5-Year Plan. 

Meanwhile, keeping in view the ne.~d to maximise power generation 
uring the Fotlrth 5-Year Plan- period, and in the. context of increasing 
emand for power in north Gujarat region, the State Government decided 
April 1970) to split up the proposed Project at Ubi int'> two power 
1ations ( 240 MW each ) o_ne at Ukai and the other at a suitabie location 
i north Gujarat and the Bo_ard was directed accordingly. 

The Board submitted a project report to the Planning Commission 
June 1970) for setting up a thermal power station ( 240 MW capacity ) 
t Gandhinagar at an estimated cost of Rs. 41.62 crores, which was cleared 
ly the Planning Commission in October 1972 at an estimated cost of 
~ s. 45.62 crores for inclusion in the State's Fourth 5-Year Plan. 

The Board aiso submitted a project report ( August 1971 ) for the 
istallation of two units of 120 MW each at Ukai at an estimated cost of 
ls . 39.50 crores to be commissioned by December l 973 /June 1974. 

The estimated cost of Rs. 68 crores (February 1969 ) thu~ went up to 
~s . 85.12 crores-an increase of Rs. 17.12 crores ( 25 per cent). 
i.2.2 Ukai The.rmal Power Station 

i.2.2.l Project estimates and cost 

The project cost of Rs. 39.50 crores (August 1971) for tbe setting up of 
wo units of 120 MW each at Ukai was revised to Rs. 43 .06 crores in April 
1973 and to Rs. 53.43 crores in August 1974-an increase of Rs. 13.93 
:rores (-35 per cent). The actual expenditure incurred up to 31st October 
1979 amounted to Rs, 49.69 crores although the .pro,iect was completed / 
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comm-istj0 9f!P r}D ~~Hfu Wr·6~wllti t~~ F: ~ilJro q~:ithw1i ~~n!ft\St%t-~ ~8t b~~e:r 
fiq%lie&Y!iif~~dn&k1.drrM\<oji1Mfli ~. ~1 flqet P~ft1a\)~~A1?\iJ3TF~a f:l~trRP6~ :>1 

( ~ rtrhi 1Ail.!3C\4wt;cfqtarn3lf:P fJ~nrn.Y~~9Abjllb:9ffi~ - flli~yngt% Y(8fi:)~~W88Jegrl P:J1 
thitoB$2d 1~&u~stgrl3liido~ a·l),rmu~~h,e1¥tf1~H8Rql8 tg;rij~1ib'if58 °1; PrlftW ~~· 
illllJ~lMfY2B~'i1!5.Ji1fpft i.~91dl1Jl16~~\l~ 'Wff J8b~85· b::i1£ 1 n i12~ n.n JS ( rbs::i WM OS 

1irt16Wfe<t:>to>ctneet itwe ~relislA~d~d <.!Mr! ~19 :tile nB~tt1~adl:) t~nc 
ufjrl~ 19~3 l>fi4:Jj CJH'cpto~an\!n~ YN;rscme e'i~n~) op2flkl "Qn(Ui ;~qstetioru 
bf ?ffe/fiiRgrqtp?. ~~h~11ho'filitl < ~'.)~sww tr<flW>~ic.@~06sihft1t(ftll l'clodt1um· 
Rs. 93.30 crores: ~h<Jt 1Jl~Ywfiitli'ii~§lr!kttWflnMr·rWi~ Wmple!Mtl~totien 
1977, was commissioned in January 1979 and Unit IV scheduled to be 
cOWi~:!BrlM~!n 1~&Thbe~irri9wi ~a:Y ~~~rJibnwi'in ~ef;}fii~ ,W19Ynsfil'He 
alfili!PHtprerilPitMe''Up> t&rf~ lY! Nnttchbq98(1 awJ&infiftlf t~ i.fi1s11<8f .Wtc@Iim 
~erbeJ!p'UH!lOfr'~1 mN2p8~r-n~\:8_q(l)n1~i4iadrttic~~ :flm'ttlqu• oo&t18 
M.W0 fit 9ltf.t e§inhatei!Ucosf 1&PloK1. i&.®JOlftoMil lUl.tl 1ihtgo obee6\itpp.ti:Jwtd 
( ~lW?fatyA 19¥8' ~ f,yl st:h19iiNatlf:Hn~n€dfilihls~ibrPaahd riwt>tkW\w:s Oi'tt ~rogii1~ 
(March 1980 ). Thisvlafitf>W~eMi1iij ~c~tedilirPO]J1)8i•~~D dJ1oa n 

5 2 2 2 DeW:v in, conwletiQn of the Project ( 2 X 120 MW) 
tid1iwnmo:.J"' ~mnnst'i 9CU ot t10q~1 1')5[u1q B frmirndu2 brnoa ~rlT 
c '{d6)_,scfb'JieW MieOHO~ralopla~dt :iat&.fnfsflrMtr f@r c/i)VO~rllni5§ ~'l ~aj.w gegflfA: 
d~s5PJaMw irbi thugm1m:i 9.09.J ~ ~ra& :&#\fY5tm@WCJl}J.; 1h-~~!IJ1 
(1BHRD) b~itrerl t(IDenemt>W I 19'6Sot:() dtlif!'~Th'.ii rrurh~u!frii rfiOOJJil~in~ 
from March .rl9lm.1s'JY-?. rltwo':J ;(<Jtst2 :irfl ni noiwbni 101 2:1101? S:o.(" .21 
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Unit II 

10
•
1 rr1~flP9ie j fh?8Ptl1~PtWJnboh1IBis~1'6h'rn)lzBti:..vffits 11r"1 atrlf' 'Cf0w~t!Pae1d}~d by 

2.r ~n'd1 1 24 °rhoh\~§ rtfsl2_~dfteiptn't11~s ~~s i11l!0fbsi'il'f''!()'~ dlrthiPln nsti~plics, 
·i~f&tff iNifiY~ ~~8Ppmlht'1rl;Jl'~ft'6d1Ba}\ti BaMayi21w tl1e1 c'fecltiidH) o'(,EHfE0l'liain 
il~gfiefat?rtg ' i?i'~ ?.SW rbirlw 111od£I 101 no i lill s:>~'.J in~ J<j'.J'.JY:i rmrt '..ll'..lW 

n 1:>dm:;,Jq')C rl1M: \'.d h:1l:>lq rno-; cid IJ I %SV/ XlOW :orfT . ~rf)js[ 00 . ~ .i'.R lo 

sut~~) 2s't3e~1fef, 0fUete:.ivmpJ-I d'e!JN fb:;·ifiM fH~t~RilHi'~ Ni1 ~ttie~ 1 for \6me 
essential auxiliary equipment. To illustrate·~U[J -~~~~ -~~.~ 1

"
1 l~:>l:J l qrn()'.l . 

' ·:::"It·"· . ~~·>to : ~.-f.~·$-~ .... 

qu OOi1h~~r(!]Jtt'ct\sJr tMeJiguvpJjtrlhd] QfuEtion.5bf l.fo.iQ <l<Jj@l ingn"Mttorl1pumps 
' i 2zi.~l::I ~'ns~t!~UW'l91JQJ vfl~leHWbr.k~ &rim'1¥ 0Ji tf.i.CV firs t:>cpumirJafter 
:1~ IfiijH~rti.tt-e! lh'e 4iCWPaM~~t atJlth~ rate\6fl aro!liputqp2peir qwnth 

~ t¥Wefil!itt&.11H1dsl no Jirnil gnili ::o ::i rl l rrnit ::irfJ moil noi1Gln'.J%::nq:.>1 s 
101hlA .iHtofl ::irtl fo Isvmqqf '.'l rh Juurftiw £\QI l'.'ldrn:ix 1CT ni b:'lvorn:)1 
< i1 i bf{-¥i) b'.lflli&l-Or~! fffl'J.~<:t>rktiP1'19 I aoouereoiiolfl:i )Qfq the:>e@.ZlF halndWngifplant 
l Jtuid::irwa"¥1Jn 1upplBPSG~R!- .9ila~ 3ni b'J.!Jgtisrtrt~im o.¥illi .a5lr.drnfrlciiixmht;:period 

of 24 mbiiills.1:;,rfrn:;,voJlf ni bii;q ?.JM rbirfw ( l>\t'I ·1:idrn::i tq:;?. 01 J>\(.ll 

01 b,6il1)13n~ Qll(liel)tf~r ~h~l8ll~1l'J>~ ) lwJIJffft)b°i;iYaJ MS~n~f\fol?~ceS}rf-n July 
>X~ 19'iilowlith 'i ~ey2•IiyMynfla&~s~r~ftf!rMilrJ~~b:JYR111i\1 s.11s 01 :iu I h::ivom:n 
1'.> lsuJ:u; 'l ( i :JJiib '.'J OJ brtO'(:Jd Jnuu:xrn <: irit nu rUsl l>~ .O .~ 51 'Jo Jn'.Jrnvsri 
'f bu(0f~ '.J'ifhet(cont-rtwfjqtJr d'lf¢' supplMtAIJP. %fffliip~im t!JHcJWh 'R.fln~Hn~1Rlant 

was placed in January 1973 with a com~ti~JJ.l'J>efiiOfbHfsklo~~orl 

· ):!ni r{i\'j) Hi£~ ·oontqatiti fu.ri11mu 'fjJ:\~rx 1~a~m..xnt -, nlanJ:s1'fHl}J Jt}ff:q-edn\11 May 
' . ~Oil&! witl1t.a .~m9l<tli~£tletiPda>f r:\flrifllS¥1tlw l ·r:irim:iJrp2 ni b'.Jlnr::ws 
11i::irl10 in yy1111JGl?. .noilsi1sv xrr s . ol J ~:Jjduz l?n bnR ;mi·t e, sw :.'l:.i i19 
I i . '(5-1it),~11'1il colitlla~rlffil5:.i:;l{~qij:'j{.alo1 11'\~JalleH~& J:Yif!Hfo;) "'~1 £'~%r8 in 
q f'd>rna.rty1MG4:o!ililitb1 Uiblru@JlQJJAh§r1(>'JlPJPlruio1hJ.i~n l)') 1011 anw ;.how 
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The Management stated (March 1980 ) that the delay in completion w: 
largely · attributable to delays in the supply of the main' generating plant a1 
instrumentation and control equipment ; the designs of auxiliary equiJ 
meat depended on various parameters of the main plcint and could 1 
completed only after the design of the main plant was finali sed and th 
in none of the cases, the delay was considered avoidable. 

5.2.2.3 Extra-contractual payment Of\ escalation 

(i) The contract for the construction' of reinforced cement con,crete fou 
dation fo r the power house was awarded in June 1971 to firm ' C ' 
Bombay, on item rate basis at a total value of Rs. 69 .59 lakhs. The pri< 
were firm except for escalation for labour which was sub.1cct to a ceili 
of Rs. 2.00 lakhs. The work was to be completed by 24th September ~ S 

( i. e. 18 months from 24th March 1971 ). However, the work was actua 
completed on 27th June 1974. 

The firm was paid Rs. 2.00 lakhs towards labour escalation up 
September 1973 as against Rs. 0.21 lakh that would have been admissi 
·up to September 1972, ;. e. the stipulated date for completion. Further, 
a representation from the firm the ceiling limit on labour escalation ' 
removed in December 1973 without the approval of the Board. Altho1 
the work ~vas completed in June 1974 the firm had claimed additio 
escalation of Rs. 13.26 lakhs including Rs. 0.49 lakh (for the period J 
1974 to September 1974) which was paid in Novem1'er 1974. 

The Management had stated ( March 1979) that tlie ceiling had to 
removed lue to an unprecedented increase in the cost of labour ; ex< 
payment of Rs. 0.49 lakh on this account beyond the date ·or actual C< 
pletion of work was under scrutiny. The approval of tbe Board ' 
however. obtained in May 1980. 

(ii) The contract for the supply and erection of power plant pi ning 
awarded in September 1973 to firm 'D ' of Baroda at Rs. 51.74 lakhs. 
price was firm and not subject to any variation, statutNy or otheni 
during the contract period up to 31st December 1975. Thereaf1.er, if 
work was not completed for reasons attributable to the Board, a lump 
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my_ment of Rs. 0.30 lakh Qer month towards e'Xtra cqarges: was tcr ·be m_~de · 
:o the firm till the contract was completed. 

lh May 1974, the fum reported that prices ·<'>f pipes had gone up and~ they 
vere not able to get them un'less the prices quoted by them were increased, 
~leading further that the price increase was not provided in their tender /I 
tontract as they wanted it to be t;reatecL as ar 'force majeure' condition. 
&.fter negotiations. tbe Beard agreed, in May 1975, to pay Rs. 2.62 lakhs 
[)wards price increase, against which a sum of Rs. 2.02 lakJ1s ( for piJJC5' 
1urchased) was paid up to May 1976. Meanwhile, on the grnund that tbe.. 
lrm· was. not able: to pro-cure· all the pipes required, the· Board had supplied 
November 1974- January 1975) 166.144 tonnes of pipes (value : Rs . .230· 
~khs ), the cos~ of which had not been recovered from th~ finm ( March 
980 ). While the work had been completed in Ma~ 1976 the final bjJ! 
.ad not been prepared so far (March 1980 ). 

_. The Management stated (March 1980) that during 1974, there .was a 
0- lOO per cent increase in the prices accepted in the contract and tlie 
~quest of the firm for increase in price was. accepted as a sr.ecial cas.e. Th.el 
rfa.nagement stated further that the question of rec"very was under con­
ideration and the amount finally decided to be recovered would be adjusted 
11 the final bill. · 
. (iii) A contract for supply, delivery itt site, fabrication and erection of 
rower house steel stt:u.ctm:es, coal bunkers, switch yard structur«s and 
torag~ tanks was awarded in March 1972 to firm ' E ' of Abmedabad at 
ts. 89.33 la)chs, which was ~ubj~ct to variation in price~ of bolts and nu.ts,' 
tainless steel and cement up to the contractual date of completion of the 
vork and that of steel and zinc during the entire period of execution of 
he contract. While the date of completion of the contract was May 1 <173, 
.he work was actually completed in July 1976, and the bill of the firm was 
'et to be fi nalised (March 1980 ). Extension in time li mit without enfor­
ting the penalty clause was approved by the· Board in· Decemberr 1977 on 
h · gmund that the contFaators were not responsible f@r the delay. · 

I 

, The firm claimed and the Board paid price variaHon d 3:ims of Rs. 3.79 
1tlllisr which included· Rs: I.TO lakhs in respect· of steel and mild steel. pipes 
I Rs. 0.78 Jakh ), stainless steel (Rs. 0.03 lakh) anrl bolts and · n.utsr 
Rs. 0.29 lakh) supplied after the contractual delivery date. The extension 

(Bk) H-114-13 



98 

in time limit without limiting -escalation up to the stipulated delivery 
schedule resulted in an extra expenditure of Rs. 1.10 lakh3. 

The escalation charges of Rs. 3.79 lakhs covered escalation charges for 
zinc (Rs. 155 lakhs') which included Rs. 0.54 lakh against supplies effected 
during 4th August-23rd September 1974. The claim was cased on . an 
invoice dated 31st August 1974 for purchase of zinc from Minerals and 
Metals Trading Corporation Limited. On being: pointed out in audit 
{November 1975) that the supplies effected up to 31st August 1974 could 
not have been fabricated, galvanised and supplied from zinc received agains1 
an inivoice dated 31st August 1974, the Board stated that the zinc purchased 
by the firm for another contract had been utilised and hence the claim was 
admitted. However, the · Board had not called for any evidence for the 
actual price paid by the firm. 

(iv) In November. 1973, a confract for the .supply and erection of instru­
mentation t'nd control equipment for the boilers for l ;kai and Gandhi· 
nagar power stations was awarded, on a turn-key basis, to ln1:trumentatioll 
Limited, Kotah, at Rs. 99.00 lakhs for each station. The prke was. however, 
revised (November 1977) to Rs. 110.96 lakhs an<l Rs. 123.70 lakbs fot 
Ukai and Gandhinagar stations respectively, due to increase in the scope 
of supplies. The prices were firm without any variation, statutory or other· 
wise. Due to an all-round increase in prices, however. the undertaking had 
claimed (October 1977) a price escalation of Rs. 20.'34 lakhs for Ukai and 
Rs. 19.30 Jakhs for Gandhinagar against ·which the Board allowed 
{November 1977) Rs. 10 lakhs as ex-gratia payment for: both the stations. 

5.2.2.4 Performance of the Ukai power station 

After the commissioning of the two units (March-June 1976) manufac 
turing/fabrication defects were noticed in soot blowers, burner tiltinE 
mechanism, coal mills, turbine {leakages), etc. and as such the performanci 
guarantee tests have not been taken so far (March 1980 ). The Manage· 
ment stated ( March 1980 ) that a hfoh level committee of the supolier'i 
exoerts as well as the officers of the Central Electricity Authority and the 
Board was going into various aspects to identify the defects and to sugges1 
corrective measures. ' -. 
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The following table analyses the overall perfomiance of the power 
station on the basis of hours avaiJ.able and hours aciually US{;d for genera· 
tion of electricity during the three years up to 1978· 79 :-

. (1) Total hours available for operation in 
the year: 

Unit-I 

Unit-II 

Total 

Less 

(2) (a) Planned shut down hours 

(b) Forced shut down hours 

(c) Major equipment rehabilitation 
hours 

Total 

(3) Hours actually operated 

(4) Percentage of total hours 

(5) Units which could have been 
generated in the actual hours 
operated {MKwh) 

(6) Units actually generated (MKwh) 

(7) Shortfall in generation (5-6) 
(MKwh) 

(8) Percentage of shortfall 

1976-77 1977-78 1978-79 

8,760 8,760 8,760 

6,746 8,760 8,760 
----

15,506 17,520 17,520 

60 153 326 

7,840 2,054 1,191 

6,251 3,724 

7,900 8,458 5,241 
---- ---

7,606 9,062 12,279 

49.1 51.7 70.1 . 

912.720 1,087.440 1,473.480 

423.713 671.616 934.442 

489.007 415.824 539.038 

53.6 . 38.2 36.6 

The Management stated that the hours lost were mostly on account of 
leakages in boilers, super heater and condenser tubes, for acid cleaning of 
tubes, checking of generator guide valves,. checkiµg of thrust bearing, etc. 
~e shortfalls in generation ( related ta actual hours of operatjon ) had not 
been analysed by the Board. · · · 
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·1n June 1978 tlie Board decided on an inspection and general overhaulir 
. of both the units and to engage the services of the engineers of the supplfo 

for supervision of overhauling at an estimated cost of Rs. 2.54 laldl 
Besides, the cost of spares and consumable stores and other labour all 
supervision charges were to be borne by the Board. The work of ove: 
hauling was undertaken from June-September 1978 (unit I ; and Jul~ 

October 1979 (unit II). The actual expenditure incurred on overhauling < 

two units amounted to Rs. 55.02 lakhs (supervision services : Rs. 3.31 lakh 
job work : Rs. 1.85 lakhs; labour : Rs. 13.04 lakhs and materials/tools 
Rs. 36.82 lakhs ). 

5.2.2.5 Cost analysis 

The cost of generation worked out on the basis of actual expenditure < 
operating the power station during the three years up to 1978-79 is .give 
below :-

Particulars 1976-77 1977-78 1978-79~ 

UJ1its generated (in MKwh) 423.713 671.616 985.902 

Auxiliary consumption (in MKwh) 45.276 66.948 118.138 

Perecentage of units generated l'O. 7 10.0 L2.0 

Power available for sale 378.437 604.668 867.764 

Total cos t of generation (excluding interest) 818.28 998.32 1,761.04 

(Ru pees in lakhs) 

Cost p er 1.p1it (in paise) 21.6 16.5 20.3 

The Board had neither worked out the cost of generation nor analyse1 
the reasons for variations in actual cost from year to year. 

1Jhe shanp increase in the c©st of generation during 1978-79, as compare 
>to Hr7'7-78 \vars due maiinly to inorease in the price of coal, oil, etr.. 

• ·Figures ' include units generated ( Sl.460 MKwh) and units available for sat 
('44.291 MKwh) and operating cost of unit No. ILI commissioned on 21st Ja:nuar: 
1979. (No separate operation and maintenance accounts for unir lll Jlad bee1 
maintained ). 
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' A.s per the pToject re130rt 'Of /\Ju-gust 1974, cost per-unit (excluding i nter~st 

charges) was estimated at 9.2 pai:se. if.B.e actual cost had 'been high.er due, 
inter alia, to the fbliowing : -

(0 The project estimates were based on 60 per cent load factor 
whereas the actual load factor achieved ranged between 2~ and 39 per cent. 

(ii) Low calorific value of coal received ( 4,770 K. Cal / kg on an 
average) against that assumed ( 5,400 K. Cal / kg) in the project estimates. 

(iit) Prolonged shutdowns and non-stabilisation of sets due to manu­
facturing and fabrication defects. 

5.2.2:6 lhvefltory control · 

The details of receipts and issues of stores during the five years up to 
1978-79 are given below : 

Year Opening Receipt .. Issues Closing 
Balance Balance 

1974-75 569.55 233.13 3i6.42 

1975-76 336.42 683.34 829.1 3 190.63 

1976-77 190.63 589.23 374.95 404.91 

1977-78. 404.91 318.03 321.33 401 .61 

1978-79 401.61 280.78 298.95 3•83.44 

The power station had not idelftifi:ed slow moVing, non-moving, obsolete /: 
scrap and unserviceable stores until August 1979 when aJ,1. analysis of 3'53 
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(value : Rs. 275.59 lakhs) out of 5,821 items of stores ( value : Rs. 3,21.'i 
lakhs ) revealed the following position 

Total Total value 
items (Rupees in Per cent 

lakhs) 
Fast moving stores 43 75.52 27.4 

Slow mo ving stores 229 188.89 68.6 

Non-moving store& 33 2.45 0.9 

Scrap and unserviceable stores 38 8.63 3.1 

Obsolete stores 10 0.10 

Total 353 275.59 

It will be seen that slow moving stores constituted 68.6 per cent (value 
Rs. 188.89 lakhs) of the inventory (August 1979 ). No action had bee 
taken for the disposal of 48 items of obsolete/ scrap / unserviceable store 
(value : Rs. 8.73 lakhs) including mild steel/ galvanised iron scrap of ti 
value of Rs. Rs. 4.97 lakhs. 

5.2.2.7 Man-power analysis 

The total staff requirement for the operation and maintenance of tl 
power station was approved by the Board at 451 in January 1974, whic 
was increased to 594 in May 1977 and to 694 in December 1978 for a 
the four sets. 

The details of actual posts operated during the four years up to 1978-1 
are given below -

Year Office Operation Work Nominal Total 
and charged muster 

maintenance staff roll 

1975-76 60 98 435 593 
1976-77 69 189 97 334 689 
1977-78 65 218 64 365 712 
1978-79* 77 383 81 415 956 

* Including Unit III from January 1979. 
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The total number of employees engaged was much in excess of the 
~o.ved strength, the reasons for which had not been analysed. 

In addition, the project office had entered into labour contracts for 
~scellaneous items of work like providing the approaches, levelling the 
eas, supply of water, cleaning of power house, etr., and incurred an 
:penditure of Rs. 2.77 lakhs on such labour contracts during the three years 
>. to 1978-79. 

2.2.8 Losses due to an accident 

A Railway diesel engine with a rake of 28 box-wagons loaded with coal 
tshed (23rd May 1979 ) against the Board's diesel shunting engine (shunter) 
hich was removing wagons near tippler No. 2 and pushed the Board 's 
mnter and empty wagons against the platform of the tippler causing very 
!avy damage to the diesel shunter, empty wagons and the tippler. The loss 
> the Board's property was estimated at Rs. 39.11 lakhs, for which the 
oard lodged a claim (June 1979) with the Railways. The Railway autho­
ties had not accepted the claim so far (March 1980 ). 

2.3 Gandhinagar Thermal Power Station 

.2.3.01 Project estimates and cost 

\ 

The project report for the Gandhinagar power station ( 240 MW ) at an 
;timated cost of Rs. 45.62 crores was approved by the Planning Commission 
l October 1972. Due to all-round increase in costs, the estimates were 
~vised to Rs. 60.44 crores in August 1974, against which the expenditure 
icurred was Rs. 56.30 crores up to 30th September 1979 exciuding 
:icpenditure on spares valuing Rs. 60 lakhs. Though the project had been 
ompleted in April 1977, bills against some of the ma.ior contracts had not 
een settled and hence the final expenditure on the project was not ascer­
linable (March 1980). The Management stated (February 1979) that the final 
icpenditure on the project was expected to be of the order of Rs. 58.20 crores 
fter all the claims have been settled. 
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5.2:3.02 Delay in the completion of the projecl 

The Planning Commission while approving the scheme (November 1972 ] 
had fixed the schedule for the commissioning of the power station in th1 
year 1975-76. However, on the basis of the delivery schedule (from janua~ 
1974 to January i975) for the main machinery indicated by BREL, targe 
dates of commissioning the power station were fi xed by the Board as Octobe 
1975 fo r first unit a;1d April 1976 for the second unit. Actual dates o 
supply of the main machines and commissioning of the units were as under:-

Unit Unit H 

A. Supplies As indicated Actual As indicated Actual 
by BHEL by BHEL 

Condenser January I 974 March 1975 May 1974 JUne 1975 

Turbine May 1974 October I 9.7 5 September February 
1974 1976 

Generator September November January March 
1974 1975 1975 1976 

B. Conuni - As per Project As revised Actual 
.sioning Report (June (April 1976) 

1970) 
Uni t October 1 97 5 December March 1977 

1976 

Unit ll April 1976 September April 1977 
1976 

It will be. seen that commissioning .of. the units I and IT was delayed, b~ 
17 and 12 months respectively. This was the result of delays in placing1 
execution of orders in respect of essential auxiliary equipment, etc. T1 
illustra.te :-

(i) On the basis of tenders invited (September 1975 ), an order wa: 
placed in February 1976 for . two radial wells for cooling water to, ~ 
comple.ted within 9. months. The .first well was completed in May 197; 
and the second in August 1978. 
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(ii) Order for the coal handling plant was olacro_· h1 Marc.h 1974 with , 
September 1976 as the completion date. The plant was completed in 
September 1977. . . 

(ii() The contract for the supply of 5 cooling water pumps ( with 
motors) was placed in March 1974 with a stipulated delivery · at the rate 
of one pump per month commencing after 24 / 26 months and was to be 
completed ~y September 1976. Supply was completed h~, February 1977. 

The Management stated (March 1980) that specifications for these items 
' auxiliary equipment required detailed r.tudy of varicns factors such as 
1alysis of raw water, composition of ~vailable coal, decision regarding 
1urce of water for cooling ( whether to have radial wells or jack wells-), 
c. and since the main equipment was already tfolay~d , advantage of the. 
me available was taken to ensnre that proper spe::ification8. for aux-iliary 
1uiprnent before the orders were placed. 

2.3.03 Excessive wastage fn fabrication · 

The contract for the supply, fabrication and erectcion of switchgear and 
)Wer house steel structure, coal bunkers and storage tanks was a:warded to 
rm 'E' in March 1972 at a total cost of Rs. 89.33 lakbs. 111e steel require­
tent for the job was estimated at 3,970 tonn~ ( including 2! per cent 
t1accounted wast::i.ge ). However, due to insufficient storage facility at the 
ower station site, the actual quantity of steel issued by the Board to the 
mtractor till June 1977 was 5.50~ tonnes, of which 4.412 tonnes we~ 
ct:ually used in fabrication works. Out of the remaini1:1g quantity of J .099 
>nnes, 340 tonnes (full length) were returned hy the contractors, 7;44 
>mies were returned as cut pieces and scrap and 12 · tonne~ remained un· 
ccounted for. Against the permissible wastage of t to tonnes (at 2-} pe.r: 
~nt ) the total wastage of steel ( including-cut and ~ap pieces ) works out 
) 756 fonnes. The value of excel\s wastatge of 646 -tonnes at Joint Plant 
hmrnittee rates works out to Rs. 8.78 lakhs. The Board had not invest-i~ 
ated the reasons for issuing steel much in excess of actu~l requirements 
nd the heavy incidence of wastage of steel. 

(Bk) H-114- 14 
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5.2 3.04 E:x•gratia payment 

The Board placed an order on firm' F' of Bombay in October 197.3 for tll 
supply of 415 volts A. C. switchgear, 220 volts D. C. switchgear, lightinE 
distribution, load and D. C. starting and relays for a total value of R~. 64.0 
lakhs, exelusive of sales·. tax. The pFiee 1 (which included an increase c 
Rs. 3.91 lakhs over the tendered price allowed while phcing the order) wa 
firm- 'except for variations in the exchange rate, customs duty, freight an1 
insurance in respect of imported components ( valuing Rs. 2.50 lakli 
c. i. f. ). The supply was to be completed before March 1975. However, du 
t6 delay (ranging froin 3 to 18 months) on the part of the Board in ap-prm 
il1g the ·drawings and power cuts in1 the State of Maharashtra. from Octobe 
i9'}4 onwards, the supplies were comifienced in April 1975 and completed j 
May 197t>. The suppliers demanB~d priee increase due to nse in price of ra 
inaterials and labour cost against which the Board allowed ( Novembt 
1975) an ex-gratia payment of Rs. 5.0 laklis (not covered by the terms .< 

the order). The Management stated (March 1980) that the ex-gratia ·pa~ 

ment was approved after taking into account the extra-ordim1ry increase i 
the prices of raw materials and labour r.ates during the period of supply. 

. l "~ . . 

5.2.3.05 Delay in supply of equipment 

In November 1973 ah ·order for the -supply of 4 ( 2 for Ukai and 2 f~ 
Gandhinagar power stations) tractor diners with coal clozing attachmeri 
at ·a total cost df Rs. 25.00 lakhs (at Rs. 6.25 lakhs each), was placed o 
firm ' 6 ' ( a Central Government undertaking ). In terms of the contrao 
30 per ce1it advante (Rs. ~7.50 lalilis) was paitl alongwith the order an 
these clozers were to be deliverea fa 6 to 8 months from the date of tn 
~tder, i. e. by 2~rd Jt\ty 1974. A:ftet supplying one tractor dozer at UkJ 
the fitin contended (October 1974) that sudden and abnormal price increai 
iii the wake of oil crisis had upset their ffrrangernent " 'ith the sub-supplieJ1 
who had gone back on thefr ctim'mitrnents for the supp1ies of comporien~ 
~irther, there was a sh~tp increase in the Jabour c-..osts due to a wa~ 
~ttlement, which had increased the'ir cost of manufacture and they we1 
t'htis unable to supply th~ remainlng three units at ihe agreed price. Tli 
tWo tractors rdeaht for Gandhinagar station and the remaining one for Uki 
were finally supplied in May 1976. During the period of delay of abm 
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2 ··months, there were · increases in statutory • dirties add tlie· BotJrd • paid 
.s. 0.38 lakh being 1 per cent ·execise duty and · 1 per. ant Central sales tax 
a.posed from March 1975 and July 1975 respectively. Further, due to delay, 
.e Board lost about Rs. 1.13 lakhs by way of interest at' ( 11 per cen1' 
>r 22 months) on Rs. 5.63 lakhs advanced for the equipment. In the 
!>S<:!!Ce of a ·penalty cla,use in t]le contract, the Bqard coulcJ ~ot impose 
!lY pen..alty for tbe delay(ld sup,plie~, 

2,3.06 Supply and installption of coal- handling plant 

(l) On the basis of te11ders invited in Oetober 1'973, the contract for W.e 
ippfy and 4 commissioning; of the coal handling plant along with waggn 
pplers was placed on firm 'H' in< March 1974 at a price of Rs. 300.00 
·khs. Tfie contract price was . inclusive of excise duty apd was nrm. 
owever, the contractor claimed Rs. l.OO •lalili .due to Central ,excise dµty. ~t 
per cent imposed' from 1st Mareh 19i75; for the supplie.s made during tb.e 
~:ri.od from 1st March to 26th July 1975 ' anct the same was paid by the 
oard. Further claim for the 'st'iipplies made after 26th July 197§ Jw.d n9t 
~en admitted by the · Board, as not payable in terms. of the contra0t. Tbe 
[anagement stated (March 1980) that a sum of Rs. 0.82 lakh had ~n 
covered fio'm the bill;<; ·of the· supplier ·and the baJim.c.e was pr~:ws.ed. to 
~ recovered from the works bills. 

(ii) The plant was to be supplied and .commissiolil.ro in 30 months .. i. e. 
~- September 1976. · However; tliei same icould not oe put to use -py ,tqe 
oard till September 1977. The actual date of .comm1~sioning was; bowev~r. 

)t ' on recoFd. 

(iiz}- The firm was paicl an advance Qf Rs. 60.QO lli\3':bs- ( 2Q· !J.er p~nt) 
~ring interest at 11 per cent. per ann)Jm. The Board -h_~g n~!tl)er ~Jtten9W 
le time for delivery nor imposed the penalty of Rs. 15.00 lakfls for del~y.s 

; Ieviable in tenns of the oonmract (DecembeJ:t ·1980 ). 
~·:~",. , ... 

(iv) The contFact price of Rs. 300~00 lakhs was Ieduced ( ()ptober 1979.) 
. Rs. 298.W .lakhs on account' of ·reduced rating ~f, tl}e ]Jlo(er~ . tio.wev.ef, 
le firm liad· al.ready been pa id R s. 100.06 ·1akil;s. 'lihe' excesf\ payqi.e11-t of 
s. 1.86 laklis had not been· recovered ~ Min;<;h J980 ). The Manag~me-n,t 
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: stated (March 1980) that the matter was being looke".d int0 and if exec 
>payment was established, the same would be recovered. 
•, .f 

· 5.2:.3.07 Non-availmenL of benefit of fall in prices , 
.. ·· 
: · ' (a) · The contract for civil works for the coal handling plant was plao 
in January 1975 on firm 'I' at the total cost of Rs. 69.37 lakhs. The wo 
was to be completed in 9 months from 4th December 1974, i. e. by 3 
September 1975. The price was subject to adjustment, due to variation 
respect of cost of labour, materials and petroleum products, up to a ceili 
cif Rs. · 1:50 lakhs. The labour rates were based on the consumer's ,pr: 

. index for October 1974 for Baroda. The work was completed on 3( 

' August 1976. The contractor had not claimed any escalation charges. 
perusal of the Gujarat Labour Gazette revealed that the consumer pr 

- index . for working class for October 1974 was 322 which C'arne down 
296 in September 1975, 289 in Dec.ember 1975 and 279 in August 1976 
which time the work was completed. The Board had not sought any red1 

· tion iri the prices due to the fall in the consumer's price index wll 
'. i)aying contractor's running ·account bills. · Although- this_ .was pointed c 
' ·in audit in May 1978 to the project office, no action bad been taken to we 
out the price adjustment and recover the same from the firm {March 1981 

(b) An order for the supply of 50 km. of 650/ l lOO volt grade, 3 cc 
·6 sq. mm. ( 7/1.06 mm. stranded) aluminium cable was placed on firm • 
· on 31st January 1974 at Rs. 7,170 per km. f. o. r. destination (total co: 
'Rs. 3.59 lakhs) on a firm price basis. Supply was to commence af 
2! months and completed within six months. i. e. by 15th October 19' 
Soon after the placement of the order, the firm represented (February/Jr 

, 1974) that on account of heavy increase in- the prices of raw materi 
sucli as PVC, galvanised steel wire, aluminium, etc., it would not be al 
to make the supplies at the ordered prices and demanded a price incre2 
to the extent of 51 per cent. The Boa.rd considered the request and allow 
( October 1974 ) a price increase of 14 per cent, raising the price 
Rs. 8,173.80 ~r km. and also instructed the firm to deliver the cables 
12 weeks from 4th October 1974, i. e. by the end of December 1974. T 
firiri bad · supplied 28.050 km. of cable up to November 1975, and the balar 
quantity of 21.950 km. was received during the period from December 19 
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to February 1976· an'd was paid ·for the entir~ quantit}- 'at the Jncreased pri<:e 
o_f Rs. 8,J73.80 ~per km. .. · .. 

The Board had placed another order for the same type of cable in 
January 1976 on another firm 'K' at a firm price of Rs. 6,622 per km. f. o. r. 
destination, on the basis of tenders inVited in November 1975. As the prices 
had dropped and firm ' J ':had .deiayed the supplies acceptance-of 21.950 ·fut. 
of cable Jelivered after November 1975, by firm · J ' had re.•ulted in an 
avoidable expenditure of Rs. 0.34 lakh . 

.'.l.2.3.08 Payments not covered by contr~'t~ 

(l} The contract to design, manufacture, supply, unload, transport to 
site, erect, test and commission the chlorination equipment for Ukai and 
Gandhinagar power stations was placed on firm ' M ' of Bombay for 
Rs. 5.07 lakhs on a firm price basis. As the price was firm and as this was 
a combined. supply and works contract (without a break-up of the price 
between supply portion and erection in the contract ), the Central sales tax 
was not payaple. The firm claimed and the ,Board paid Rs. 0.19 la1':h as 
Central sales tax which lacked justification. · · · 

(ii) · In respect of all contracts for supply of equipment, etc., the price for 
equipment to be supplied was deemed to be inclusive of sale~ tax, local or 
Central, paid by the suppliers on the bought qut items procured for_ the 
supplies under the contract. It was noticed~ however, that six suppliers 
had claimed and the Board' had paid'· surcharge/ incidental charge5 of 
Rs. 4.18 lakhs to cover sales tax paid by them _.on 1uc~ bought out items. 

5.2.3.09 Performance of the power station 

Although the sets are in operation si4ce April 1977, performance 
guarantee tests have not yet been carried out ( M~rd1 J 980) due· to manufa· 
cturing/fabrication defects noticed in the boilers as; well .a s in the turbo 
generators. Although it was stated that no major manufacturing or fab.rica· 

. tfon. defects' were :noticed; ' difficult i'es were experienc~d during operation of 
' these ··sets and ' generation was reduced due . to freq\Ient, failures of -bOiler 
tubes, . vibrations of the; turbine generator-sets, breakage or . induced -draft 



:.fMf impello_r~ unsatisfa:ctory operatfon of mills; oil leakage ' ftom the turbiD 
bearings, etc. These defects were being rectified by the supplier.s (Marci 
1980 ). 

-- "' -: ',: 

. , .<>The ·follo"'iiig table· arutl,Y-Ses the 011erall perforinani:;e of the pow~r~statiQi 
·.·on _the~. ba's_is . of ~hours· a.v.ailable an:d· hours1 actually us('d fox: geoeratio . o 
'"¢lectricitY, during the'.. tWoJ .years 1,1p to 1978~79'! : 

..... • ~ •. .-i, 

1. Total hours available for operation 
T ".' 

Unit 
· l' ) .. .. . -.r ~ J 

L ~ · 

' . ; , ... 
··:'! ·:·:· --'. I . . 
... ·:::·: ) .. 

::J.,,<ZSS, { :.·~! , , 
' . . , ,. t : . (a) '·Planned shut-dowh ho~rs 

.'.i 

. r 

(b) Forced shut-down hours 
(c) Reserve shut-down hours 

· ·.:·3-. · to~l hourS- a-ctuaHy·operated 
., '•- ~ -~ .. r~... j·r ,; <• ',:~ 1, -~ H '• f _. 

Totah 

ToJCI.l 

· , 4. · ·· l?e ·centq~p.f hours,19~rat:.eP . to av~ilable hot1:rs · 

·: ·n 5: 'Unli1 wlii~lf fuula h; ve bee~ g~neratcd in the 
actual hours operated (in MKwh). 

6. Units actually generated (in MKwh) 

·~ 1-.. "sh?£tf~1 r i~ g_eiieration (~6) (in-MKwh) 
. . ~ -. . 

'.ir· .B f>ereent.ag~ .of sh~rtf'<t:llr · 
;: .. ,_. 

1977~78 ,. I 978-7.9 

. f ;. 

8,7QO 8,760 

8,544 . 8,760 __ . _ , 

17,304 n,520 

6,9~9 2,641 
l'. ,l 3'>!5 9W 

I 87 
, _......,..._ 

8,274 ~.~51 .. 

9,030' B,~69 

~2.z . ,\ 79.7 

1,0'83.600 I ,675.280 

I 

553.422 1,015.553 

'. 
660.727 530.178 

. 48.9 39~~ 

, .. Howrs lost: w~r~ ma.iJlly due ~o pJa.nn.ed. shut..dow:n for rectifiioation o 
·:. - :~i.£e~s inf·the~t>~IS· aind ,tµrbo· g~ne1tato.£s .. :For~d, sln1t-downs were -d·ue· t< 

' (i)1 the1 failure of ·OC<:>ll.Oini~r 1.1:1bes. ,(ii) .triptling of boikr feed, pumps· resultin1 
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l low arum level itt the boile~. ~iii) -protecno.ii e(iliipriienf ;"nof·ftinctidrting 
hen initially put into serVice, (iv) failure of boiler water wall tubes and 
~)"steam ' :leakage. from main steam .8top·va1¥e by.ipais -etc': 1

:::';,, ... ·~:·" :: . ;· .·~ .. ;:: 

.2.3.10 Cost analysis 
' ~ ·· -. · 1' ". ,,_.,)··-·,·:· .\ ::.•-

The cost of generation worked out on the basis of actual expenditure of 
~rating. the power ·· station. for the years. 1973-78<attd ·t 978-?Fis · given 
blow: :~ . . ._.;.' ·. ·. <-~ .' ·~·: ,, · :· ·>··,~·:· ·,. 

Unit gen~rated (in MKwh) 

Auxiiiary consumption (in MKwh) 

Percentage of units generated 

Power available for sale (in MKwh) 

Total c0~t ·of generation (excluding interest) 
(Rupees in lakhs). 

1977-78 I 9i8~7if"" 

553.422 1,015:553 

69.703 105.449 
. .. 

12.6 10.4 

483.719 910.104 
:-; 

Cosf.pet ufiit (in'-paise) · " ·t·x.'~) ·.· 1 
1 '122 :1: 

·· -~- .-.r ~ r~t"'·~"t. ·· ('. '. 

The Board had neither worked out the cost of .. ge~~ration nor analysed 
~e reasons for variations in. actual cost compared with the cost indicated 
11 · the ·,project estimates: In the 'lfevised project estimates (August 1974) 
h.e cost per unit (·excluding interest) was estimated at 10.2 paise. The actual 
ost was more . than double the estimated cost du_e! . f!!t~r: aJ(p, to · the 
ollowing :-

(!) The project estimates were based on 60 per cer.t load fa:ctor wh~.~s 

the~ "actual load . factor during 1-977-78 antl 197-8-79 was ·29 per' -Ceni itnd 
~6 . per cent respectively. ., . ·:· , . , 

(il) low calotifi.c value of ,coal received ( .i,600 K. cal /kg.) a_gainst 
. ,t]ia.t (.5,400 K. ca.I /.kg.,) assumed .in •the prqject l!stim~tl,".s. r .... 

Jiil') · Increased 'operational :cost due to prolonged :.mut•down!I and rron-
stabilisation of sets. · · · · ., · .: ' 
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- " 
(v) Imposition c;>f Ct<ntral excise ··duty,. ~t 2 paise (X;r unit on electricity 

generated. 

S.2.3.11 Inventory Control 
...... l :' 

. The 1>9wer statioo,_ .was,· under construction -till April ·1977 and .the details 
of receipts and issues of stores during the two years up to 1978-79 are given 
below : 

Year . . ' . Opening Receipts · consumption Closing ·· 
Balance Balance@ 

1977-78 138.06 753.56 711.10 180.52 

1978-79 180.52 1,01.5.17* . 991 .11** 204.58 

The Board had not yet fixed the maximum, minimum and ordering levels 
for different stores; · · · · · · · 

As on 31st March 1979, the project office had classifiecl 3,868 items valuing 
Rs. 204.58 lakhs ( including spares) as under :-

. • ,., ,-,M·· ',• • . 

. ,(""· 

Slow moving material 

Non,moving (including spares)- .. . 

Scrap and unserviceable 

',, ' ' ,• M .( ' 

Number 
of iteins 

1,598 

345 

"" ] ,800 . 

125 

3,868 

Value 
(Rupees in 

lakhs) 

117.46 

5.30 

78.22 . 

. ' 3.6<J' 

204.58 

per cent 
··:1 

.57.4 

2.6 

38.2 

1.8 

* This inoludc's 'stores" vahliHfR's. '7~ '.72~ '1a'l<hs .. iriit.faJf y 1ssued in ex~ess to \Voiks, 
now returned to stores. 

~ll- Intiludes stores · v;rhiing _!Rs.".~23·.51 : laklis transf"ol' r.l:fd 'to.other· st-0res centres: '.'. 
@ The balance includes value of spares also. ,, · ."' ,~, ,. ', · .·· · ::: , 
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The Management stated (March 1980) that once the power station came 
normal fun ctioning, the stocks would be scrutinisd and reclassified and 

solete and useless materials would be disposed of at tbe appropriate time. 

5.2.3.12 Manpower analysis 

As per the organisational chart given in the project report, the requirement 
personnel for the operation and maintenance of the power station was 

ed at 360. Against this, the number of sanctioned posts as on 31st March 
79 was 579 while the actual number of persons employed was 639 
.91 persons on regular basis and 148 persons 0n nominal muster roll). 

addition, the project office had also engaged labour on contract basis 
d incurred an expenditure of Rs. 0.40 lakh and Rs. 3.18 lakhs during 
~years 1977-78 and 1978-79 respectively. The labour so engaged was used, 
ter alia, for cleaning and maintenance work in the power house including 
~ stores branch. The Management stated ( March 1980 ) that the staff 
gaged on workcharged basis as well as on nominal muster rolls was 
' hoc and not part of the normal operation and maintenance staff. 

5:2.4 ' PaymelJfS ofi overtime and shift-cum-power station allowance 

(a) Under the Gujarat Electricity Board Servic~ Regula tions, overthne 
lowance is not pa~able to the Junior and Deputy Engineers of the Board. 
owever, the Junior and Deputy Engineers working at Ukai and Gandhinagar 
1wer stations bad been pa id overtime allowance amounting to Rs. 6.12 lakhs 
iring the period fro·11 April 1976 to October 1979 ( Ukai : Rs. 3.85 Jakhs 
1d Gandhinagar : Rs. 2.27 lakhs ). 

The. Management stated (March 1980 ) that the Junior and Deputy 
n.gi neers working in the Power Stations were not considered supervisory 
iff as they. were required to do original work an j overtime allowance was 
tyable to them in accordance with a compromi~e accepted in a dispute 
ith them. 

(b) The Board sanctioned ( .Tune 1976) the payment of shi lt-c1.i'T' -POWer 
i tion allowance from 1st August 1976 at spec ilier:l rates · to engineers 
:ategorised as Junior Engineers and above ) working in the power stations 

Bk) H-114-15 
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and sub-stations. This allowance was payable only to those · engineers wh 
were working in general or rotating shifts in power houses and sub-stalior 
and not to other engineers . .However, this allowaJJCC was being paid to a 
the engineers posted at Ukai and Gandhinagar power stations, irrespectiv 
of their working on constrution jobs or in the rower ho ~1ses or even t 
those who were working in the offices. The payments already made to th 
engineers not entitled to,. this allowance amounted to Rs. 4.70 lakhs up t• 
October 1979 (Ukai R s. 3.29 Jakhs and Gandhinagar : R s. 1.41 lakhs). 

The Management stated ( March 1980 ) that foe shift-cum-power statio 
allowance was paid to the engineering staff in accordanc~ with a compromis 
accepted in terms of the award of an arbitrator in a labour dispute an 
that a proposal to extend th is allowance to all the engineers working in th 
power station was under consideration. 

5.2.5 . Summing up 

(i) With the splitting up (April 1970) of the TJkai project ( 480 MW 
into two ( Ukai and Gandhinagar), the project cost went up from Rs. 68 crore 
to Rs. 85.12 crores- an increase of Rs . 17.12 crores ( 25 .2 per cent ). 

(ii) The project cost of R s. 85.12 crores was revised further 
Rs. 113 .87 crores (August 1974) against whi ch an expenditnre of R s. 105.9 
crores had been incurred (September / October 1979 ). Though the Uka 
project was completed in June 1976 and the Gandhinagar project in Apri 
1977, the accounts have yet to be finall y closed. 

(iii) As a result of delays in orders. delays in supplies and defects in th 
equipment snoplied, the commissioning of the Ukai proie<.;t was de1aye1 
by 24-27 months and the Gandhinagar project by 12- 17 months. 

(iv) The Board had paid Rs. 23. 17 lakhs to eq uipment suppliers by wa 
of nrice esca la ti on I ex·.~ratia not covered by the contracts ; this incl ude1 
delaved supplies! completion of works for which pe.na1ties were also no 
levied . 
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(v) The Board had not recovered Rs. 2.30 lakhs being the cost of pipes 
upplied to a contractor during November 1974-January 1975 ; while the 
vork was completed in May 1976, the final bill is yet to be prepared 
March 1980 ). 

· (vi) Due to manufacturing / fabrication defects noticed after the commis­
sioning of the sets the performance guarantee tests have not been taken so 
:ar (March 1980 ). 

(vii) Out of 85,370 available machine hours (up to 1978-79 ), 23,295 
tours ( 27.3 per cent) ( Ukai : 21 ,060 hours or 41.7 per cefit : Gandhinagar : 
~,235 hours or 6.4 per cent) were lost due to forced shut downs and major 
:quipment rehabilitation. Planned shut 1iowns ac1.:oumed fc,r 539 hours or 
.1 per cent in the case of Ukai and 9,590 hours or 27.5 pn cent in the 
:ase of Gandhinagar. 

(viii) On the basis of hours actually operated, the shortfall in genera­
ion varied from 36.6- 53.6 per cent in the case of Ukai and 39.4- 48.9 
1er cent at Gandhinagar. 

(ix) Within about 2 years of the commi..;sioning o[ the lJkai power station 
he Board decided on an overhaul of both the untts which was completed 
during June 1978- 0ctoher 1979 ) at a cost of R s. 5-5.02 lakhs. 

(x} The cost of generation per unit varied from 16.5 to 22.1 paise which 
vas far in excess of 9.2- 10.2 pai se per unit envisaged in the project estimates. 
~his was partly due to the fact that the actual load factor achieved ranged 
from 25 to 46 per cent as against 60 per cent envisaged in the project 
~stirnatets. 

(xi) The Board had not fixed the maximum, mm1mum and ordering 
evels for stores. The slow moving and non-moving stores nccmmted for 
~s. 191.34 lakhs ( 69.5 per cent) at Ukai and Rs. 83.52 lakhs ( 33 .4 per 
·ent) at Gandhinagar. The obsolete and scrap I tin serviceable stores 
tccounted for Rs. 12.33 Jakbs (March 1979 ). 

(xi i) The total number of employees engaged at the generating stations 
vas far in excess of the standard force / sanctioned strength. 
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(xiii) A Railway diesel engine dashed against lhe Board's diesel shunu 
(May 1979) with heavy damage (estimated loss: Rs. 39.11 lakhs) to tl 
Board's diesel shunter, empty wagons and tippler. The Board's claim ha1 
however, not been accepted by the Railway authorities so far (March 1980 

· (xiv) Excessive wastage of steel in the fabrication of structures by 
firm enlrusted with this work (Gandhinagar project) re5ulted in an avoic 
able loss of about ih. 8.78 lakhs which had not beer investigated by tb 
Board. .. ir 

(xv) The Board had made payments aggregating R~. 4.37 lakhs o 
account of . Central sales tax and surcharge/ incidental charges not covere 
by the contracts. 

(xvi) Rs. 6.1 2 lakhs had been paid as overtime allowance (April 197 
to October 1979 ) to the Junior / Deputy Engineers though no overtim 
allowance was payable to them under the Gujarat Electricity Board Servic 
Regulations. Besides, Rs. 4.70 lakhs had been paid by way of shift allowanc 
(up to October 1979 ) to non-entitled engineers. 

5.3 Other interesting cases 

5.3.1 Loss due to excessive purchases 

The non-fixation of maximum, minimum and re-ordering levels of stock 
was mentioned in paragraph <B) (]) of Section VI of the Audit R epor 
(Commercial) for the year 1974-75. The system of assessing the require 
ments of materials before ordering them, was found to be defective as it di1 
not take into account the stocks of materials in hand and quantities alread 
on order at the time of processing the indents/tenders . As a result, order 
had been placed for quantities in excess of requirements, resulting i1 
avoidable extra expenditure to the Board. Excessive purchases noticec 
in two cases are mentioned below :-

U) Jn July 1975 the Board placed an order for the supply o 
1,100 Kms. of A. C. S. R. 'DOG' conductor on firm 'N ' of Ahmedaba< 
at a total cost of Rs. 44.54 lakhs. The delivery was to be complete< 



by August 1976. As the ·stock pos1t10n of this conductor in June 1976 
disclosed a large inventory of 2,202 Kms. ( suflicient to meet the require­
ment of more than one year), the Board cancelled (November 1976 ) the 
unexecuted portion of the order for 988.843 Kms. of conductors. 1he 
supplier agreed to the cancellation provided ~he Board placed an ordt:r 
instead for the supply of 3,000 Kms. of A. C. S. R. 'RABBlT' conductor, 
tender enquiry for 6,000 Krus. of which had been issued earlier in 
August 1976. The Board placed the order ( November 1976) for 3,000 Kms. 
of A. C. S. R. 'RABBIT' conductor on this firm at Rs. 2,615.65 per Km. 
as against the lowest acceptable offer of firm 'O' at Rs. 2,590.75 per Km. 
resulting in an extra cost of Rs. 0.75 lakb. The :Board stated 
l November 1978) that several lines originally planned were dropped and 
for the ' RABBIT ' conductors, the orders had to be split up as the 
supply of entire q.uantity could not be entrusted to on~ party. lt may be 
mentioned that the lowest tenderer had ottered to supply the entire 
quantity. 

(ii) Tenders for the supply of 500 transformers ( 11 KV ) and 1,250 
transformers ( 22 KV) were opened in Januar.y 1975. While placing the 
orders (August 1975 ) on six local firms, the number of 22 KV trans­
forme'rs was increased to 1,650, on the ground of augmentation of 
programmed commitments for new connections as well as for maintenance. 
Orders were placed for the supply of the 11 KV and 22 KV transformers 
at. a cost of Rs. 24.00 lakhs and Rs. 188.63 lakhs respectively. As per 
the orders: deliveries were to commence from November/December 1975 
and completed by Au3 ust 1976 at a uniform monthly rate of supply. 
A few months later (January 1976) the Chief Engineer informed the 
Controller of Stores and Purchase that 22 KV transformers were not 
required as there was sufficient stock of the transformers oE this capacity. 
All the firms were, therefore, advised (January 1976) not to supply 
22 KV transformers till iurther instructions and to agree to the cance­
lai:iori' of the balance order. 

1.ihe fin;ns, however, requested (March 1976) the Board to accept the 22 
~V transformers. which .were in vario us stages of manufacture as the same 
ould not be diverted to other Electricity Boards. 701 transformers had 
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meanwhile been received up to 5th April 1976. After discussions with th 
firms (April 1976) it was decided (May 1976) to accept 166 more transfo1 
mers from four firms ( duly converted to dual voltage, i. e. 22KV and 11 K' 
by providing a separate switch) and to cancel the order on one firm for ·9 
transformers . No decision · was, however, taken about the balance of 68 
transformers. Since the specifications for the dual voltage transformer 
could not be finalised, the Board had accepted the 22 KV transformers fro1 
time to time. 

Atter ascertaining the stock position of 22 KV transformers vis-a-vi 
the future requirements, the Board informed the [o ur firms in January 197: 
to supply the balance quantity of 646 transformers ( 22 KV ) against th 
original order by October 1978. Tbe supplies were actually completed i1 
October 1979. On 176 transiormers supplied aaer March 1979· the Boar1 
had to pay an extra amount of Rs. 0.74 lakh due to increase in sales ta 
and Central execise duty. 

5.3.2 Unintended benefit to the suppliers 

(a) After inviting open tenders the Board placed (March 1974 ) a1 
order on 'firm 'J' for the purchase of 100 Kms. of A. C. S. R. "MOOSE' 
conductor (Rs. 16,900 per Km.) and 145 Kms. of A. C. S. R. 'GOAT 
conductor (Rs. 12,000 per Km. ) at a total cost of Rs. 34.30 lakhs. 

All the tenders received had stipulated that deliveries would be subjec 
to availability o f raw materials. However, after negotiation, firm ' J 
withdrew (February 1974) this condition and offered a firm commitmen 
for delivery C within six/eight months from the date of the order) provide< 
the Board gave an advance fqr 30 per cent of the va lue of the order 
Due to this commitment made by firm ' J ', certain lower offers involvin1 
a price difference of Rs . 1 .45 lakhs were ignored. An advance o 
Rs . 10.29 lakhs (bearing interest at the rate of 9.5 per cent per annum 
was paid to the firm in March 1974. 

The firm had supplied 145 Kms. of 'GOAT' conductor by April 1975 
The firm 's request for extension of delivery period was not accepted anc 
the Board re :-overed (August 1975) penalty charges of Rs. 0.47 Iakh frorr 
the firm's bills. 
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The firm had supplied 60.896 (out of JOO .) Kms. ef 'MOO~E' conductor 
1y August 1975. Earlier, in July 1975, the firm had requested for extension 
11 the delivery ·period and for price increase which was rejected by the 
loard (August 1975 ). No further supplies were received. , 

Against a fresh request for price increase from the firm (March 1976) 
ae Board agreed (August 1976) to a price increase. ex-gratia, of 
ts. 4·,581.86 per Km. or 27 per cent ( i. e. to the extent of the subsidy 
eceivable from Government of India) on the balance quantity of 39 .104 
~ms. of 'MOOSE' conductor (price increase : Rs. 1.79 lakhs) and directed 
he firm to complete the supplies by December 1976. The firm, however, 
ompleted the supplies by December 1977 and the Board bad recovered a 
ienalty of Rs. 0.38 lakh for delayed supplies (October 1978 ). 

5.3.3 Extra expenditure on purchase of insulators 

After inviting tenders in January 1978, the Board placed an order 
May 1978) on firm 'P' for the purchase of 58,500 disc-insultators ( value : 
ts. 39.78 lakhs ). Th~ lowest offer of firm 'Q ' which was cheaper by 
ts. 1.81 lakhs (Rs. 3.09 per piece) was rejected on the following grounds : 

(i) Electrical values were lower than specified and with variations 
ranging from (::'..J 5 per cent to ( ±) 10 per cent 

(ii) The delivery schedule of about 19 months as offered by firm 'Q' 

was less favourable than the delivery schedule of about 11 months offered 
by firm 'P'. 

It was, however, noticed that the Board had placed orders o.n firm 'Q' 

)r over 2 lakhs insulators (since 1970) with the same ehtrical values as 
uoted against the Board 's tenders in .Tannary 1978 and the last such order 
fo r 66.660 insulators) was placed in March 1976. The sneci.fkations 
~ !!arding the electri ::al values were, however. revised by the B~ard in the 
~nder enquiry of January 1978 for reasons which were not on record. 
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The Management stated ( January 1980) that the offer of .firm •p: was 
accepted because of a more favourable delivery schedule and that the 
specifications were rev ised to incorporate higher electrical values available 
in the market due to progress in technology as the insulators were required 
for high voltage lines of 220 KV passing through polluted terrain. 

It may be mentioned in this connection that-

(i) The Board had in the past used these insulators ( with lower 
electrical values ) on equally high voltage lines, like 220 KV Tarapur­
Navsari-Gotri line or Ukai-Jambuva line which passed through polluted 
terrain and elsewhere and no defects bad been reported by the Board's 
field offices. 

(i1) Besides, the Board did not derive any advantage of the favourable 
delivery schedule because firm ' P ' had supplied only 32,220 (out of 
58,500) insulators upto January 1980 against deliveries d;1e for completion 
by April-May 1979. 

(ii i) What is more in 
1979. the Board had 
'Q ' for 25,000 insulators 
electrical values. 

a subsequent purchase fi nali~ed in December 
placed an order (May 1980) on firm 

( value : Rs. 40 lakhs) with the old ' lower -· 

5.3.4 Loss on the purchase of Transform ers 

After inviting tenders, the Board placed four orders from time to time 
(February-November 1970) on firm 'R' of Madras for the supply of 
22 power tran sformers of various capacities 150 MV A : 2 ; 50 MVA : 
one ; 25 MV A : one and 10 MV A : 18 ) at a total cost of Rs. 161.43 lakhs 
to be supplied from March 1 Q71 to March 1973. 

Jn regard to two orders the firm was allowed an interesr-free advance of 
Rs. 12.95 Jakhs ( 40 per cent of the value of the orders ). The firm did not 
maintain the delivery schedule on grounds of scarcity of materials , steep 
increase in the prices of materials. acute power shortage and disturbed 
labour conditions in its factory. The firm had supplied only 4 ( 10 MVA) 
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Iid (January 1980) that the offer of firm .pFT""- by November 1973 and 1(25 MvA) tranrformer in February
rrr ie I'av()urable delivery scheclule 

"r*- ,oJ o, {"_tuer"tt made by the firm (November 1974-Iuly l9Z5), the;:'Ll i I incot'porate higher 
"r..t.i.ui--uul; *# agreed ( Aprrl 1976) to revise the terms of supply as under :-\'-rr'.ss in technolocy as the insu1s161" wel* i^f

': ll(l KV passin!"through pollured ,.rruintt%-' The Board would reimburse thc firm in full, for the increase in'' I pric" of transformer oil ( from tho date of tender to the date one:n rhis connection that,_ hth prior to the date of supply) in respect of the remaining 17 trans.
lners and that the firrn wourd not have to supply the transformer oilI thr- past rrsed thcse insulators ( with # the 25 MVA transformer receivedlaccepted earlier without the oil.r. -,rll., hiuh volrage lines. Iike 220 K'V';# 

^L i'ri-Jar,li,vu'r,rJ*n,"n passed through ,rffi- f*rs_ for..l2 transforrners we.re cancelled without any financialanir no dcrects hacr been rcporred rv me;"ffiH:H##?":* rlH,::rffir.:;n*rrmx
t adhering to the revised schedule :

t:, ,,.11 not clerive any aclvantage of the favc

;":, "::,^r^ 
uul suppliea ."1,- ,).i;([rl3,l';"ylj ;:Tjtrfu ::*r#ffiiryrf11 ,?Jr;"i,"sl'3!1r0r\ le80 against.eliveries tl're for tn*ot-"[f,-i." r#:)'*ouro be recovered at 14 per cent wrannum after

April 1977.

; a, iuixeQuent purchase finalised in Decr' :':t.eti an ";;.; ( Ma' I9g0 ) .n 
tT G) 150 MVA Transformer : one unit each would be roady for' tlrrt' : Rs.  0 lakhs ) w*h';;;'o16'J',o"r.rting in Jr_rne 1976 ancl Oc,tober I9Z.

(c) 10 MvA Transfonner : two traosformers wourd be deriveredi: 't' rt! Tronsformerc withn 8ll2 weeks. It was also decided that ioterest charges (Rs. 1.60
Iakhs ) on the advance ( Rs. 7.13 lakhs ) paid for tie ?S lvtVA: fl rsrJ placecl four orclers from time to ti! m.nsformer supplied in February lgz5 would be waived.

- ,l fir'm 'R' of M_adras ,". ,n."rrrnr,i rrirs (ranacities 150 l\4vA 
' z 

' io"u#i rra Any increase in sares tax, excice duty as per the accepted tender,\I\"\ ' 18) at a toral cost of n-. ior.oiirroura be shared between the Board and the firm in the ratio of 60:40 inl'-l [r, March 1973. r\D' r('r'r+r 
" ,rp""t of aI the orclers.

. irrn was allowet_J ar: ttr. ,,aiu" ; il 
on tnteresr-frcc aclvance fven after the acceptance of the revised tenn!, the firm could supply

1: 
;n _; ;,;;;"";,il:H' :, T:,i;T,,:,1,# #: ;:i,T:ilir:ffi *I* *3',,,*,ffir. *,ffi3if::rats. acrre nower shorrase ,rJ;;.;;;arch l9g0).", rhe firm had s,pplied ;,,,ilr;'"in'*, 
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SECTION r.Vl 
. (.. l "", 

() Y: . G\\J.,J_~RAT STAT.E1 l~O.AD . 'J?RANSP,OR'E .CORPORA:JION ' 

Avoidable expenditure on building bus bodies 

The·. G?orporation started oilil(iing1 a .piototype1 tlody on a new · niodel of 
iliol(., .V:ik\ing chassis ( receivetl- in Decembir 1975 ) wilh · 2-10' inch wheel 
ise · (W,B))' p1us 60 per cent ,fear\1 ov.erhang ·-and! ·an overa11 length of' 
0.26 metres for accommodating 62 seats for passengers, excluding the· 
::ats for driver and conductor. Due to difficulties in obtaining some 
)ecial size materials, designing arrangement for passenger entrance, etc., 
le prototype body was ready on 30th March 1976. In the meantime the 
aatter was taken up (January 1976) with Government for removal of 
!striction that overall length of buses could not exceed IO metres as laid 
own in the Gujarat Motor Vehicles Rules. The restriction on overall 
mgth of the vehicle was removed by Government on 27th April 1976 and 
le vehicle was presented to the Regional Transport Authority on 1st May 
n6 for inspection and approval. 

Meanwhile, the Corporation started receiving ' Viking ' 210 inch WB 
iassis from 26th February 1976 onwards as chassis of other models were 
ot available in sufficient numbers. In order to keep the assembly line 
::cupied, the Corporation started building bodies on the new model chassis 
:om March 1976. By the end of April 1976, when the restriction on 
verall length of the vehicle was removed by Government, 17 mofussil 
uses had been completed in all respects and 72 bodies were on the 
ssembly line in various stages of completion. 

When the Regional Transport Authority was approached ( 1st May 1976) 
or registration of the first lot of 17 buses, registration was refused as the 
!ear distance between the seats was not in accordance with the Motor 
Tehicles Rules. The Regional Transport Authority, however, registered (May 
976) the buses with only 58 seats for passengers, 72 buses on the 
ssembly line were also completed and got registered with 58 seats for 
iassengers. As 58 seats for passengers could be accommodated with 



124 

54 per cent rear overhang. it was decided (May 1976 ) to build furthC! 
bodies with 54 per cent rear overhang with a saving of Rs. 700 per bus body 
The Corporation was thus involved in an avoidable extra expooditure ol 
Rs. 0.62 lakh. 

The Management stated (January 1980) that the vehicles could not bt: 
prqduced before the Regional Transport Authority until Government bad 
amended the Gujarat Motor Vehicles Rules (27th April 1976) a.nd thal 
w9en any model of vehicles is changed abruptly, such things did occur ii 
practice. 
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. SECTION VII 

GUJARAT INDUSTRIAL DEVELOPMENT CORPORATION 
~ - .. ' . .· . . ,. ..... . ' 

Construction of special type · of · factoey shed for an industrial co~~ 
' . . . . ) ...... . 

.t.· - · v ·:!·· -. · ... - :-o ,. . tr"~ ·it . _,:f· ~ - - "" . . '' ." ...... '='~ 

. 0n 3rd .April 1976, an engineerillg company of Ahmedabact applied for 
l .plot . measuring about 50,000 sq . . yards . in . Vatwa Indust~al Estate . and 
leposited Rs. 0.62 lakh with the Corporation. The Corporation provi­
sionally allotted (27th April 1970) a plot admeasuring 56,222 sq. yards 
lt · a · premium price of Rs. 10 ·per sq. · yard and the company deposited 
Rs. 0.79 lakh (21st October lo970) towards 25 per cent of the premium 
price after adjusting the advance ·of Rs. 0.62 lakh. 

Although the normal practice· of the Corporation is to construct' stari.dard 
(general purpose) sheds suitable for a variety of uses, the Corporation, 
at :the request of the C9mpany had offered (July 1970) to consruct a 
f.actory shed based on the design and drawings .prepared by the Company. 
This was subject to the condition that the Company would pay. 6! per .. cent 
1>f the estimated cost at the time of acceptance of tender and another 
61 per cent of the estimated cost. at the time of allotment of the factory 
building, which would be deeme'd to be :the date· when 50 per cent construc­
tion was completed. The ·balance ~mount ~as to be paid either by the 
financial institutions in the form of a loan to the · Company or by the 
Company itself after obtaining a loan from the financial institutions. 
These conditions had been accepted by 'the Company in July 1970, and an 
agreement was entered into in June 1971. 

. ,The Company was also · permitted · to quote against the tenders for . the 
work; ( estimated cost : Rs. 17 .68. lakhs ) invited by the Corporation in 
July , 1970. After negotiations with the Company, the Corporation decided 
(September ·1970) to award the work to the Company at an estimated 
i>st of Rs. 17.68 lakhs (against ·its quotation for Rs. 17.99 lakhs) ignoBng 
tije lowest offer for Rs. 17.66 lakhs. The work was to be completed by 
February 1971. The plot { 52,269 sq: yards) was, however, handed over 
in February 1971 and the wor}c was completed in may 1973. 



126 

After discussion with the Company the total price ( including the cost <l 

the land and the shed) was fixed in April 1975 at Rs. 24.83 lakhs. Th 
Corporation also decided to fix 1st January 1973 as the date of allotmeIJ 
of lcUtd and . the shed~ 25 per cent of the estimated price of the' sh~ 
having been recoyered earlier. it was decided to recover the balanc 
15· per·cent in instalnlents over a period of 10 years ftottr the date c 
allotment ( i. e. 1st Januar.y 1973) with interest at 12 per cent. The sal 
agreement ·was finirllY" execute'd on 12th May 1976. The following po'in1 
were ·noticed :-'-
-!. 

. " . 
(i) While the plo.t of land (allotted in April 1970) was aGtually ,hand~ 

~v~r· . ·to _th~ . CompatLy in February 1971, the allotment was treat~d. -a 
effective from 1st January 1973 for the :recovery of instalme~ts. f.IP.j 
interest. This had resulted in a loss of interest of Rs. 0.72 lakh ( B 

10 per cent per annum for 22} months ). 
··' _ ...... 

. . !. 

~• .. (ii). The ~orpora~ion did not lery ro eharge. of 25 per e-ent Q Rs, .. 1..31 
. ~.J.a.khs,). as prefen.entiaih cllarges applicable to this plot adjarent to tli1 
· :· main: r~!! ,, . .. .. .. ~· !.,. -~ 

(iii} The Corporation natl engaged a firm of structural engineeFs 
1 
~ 

· scn1tinise the Company's designs and drawings and to· prepare the detailei 
· .' plans antl estimates at a cost of Rs. 0.34 lakh which was not recov:er~ 

·· ' ·The eom~y argued that the slied was constructed in accordance wi~ 
-'' i~s de'siw:i;s ·and drawing8 under the supervision of the. Corgoratioµ' 
:·· 1 engineers; 

(iv) According . to the agreement of J:une 1971 the price of th 
r factory building was to be determined' by the Corp<jration. Aeoordiil.g ~ 
. -: .the criteria laid down by the Corporation. 2 per cent on account of wor~ 

ch:;irged es.tablishment and, 10 per cent by way of administrative overhead 
. res_gectiively are required, to be added· to the cost of construction. Thes 

:, cha,i,-ges .were, how~ver, reduced by the Corporation to' 1 per cent an 
·; . .,. ~ p_er cent respective!~ resulting in an under-recovery of Rs. L02 l~khi 

. ·:i 
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Thus while financing the Company in the construction of the factory 
uijdings_. ( t<:> ·- its : own designs and drawings), the Corporation had 
!>regone·' recoveries ·aggregating Rs. 3.39 lakhs. 

! . 

,;/;1 i ~0 
~I~ . 

c;, 
.hrnedabad, 
he 

l 7 A~R 1981 

( S. RAMACHANDRAN) 
Accountant General-I, Gujarat 

rc:W D'clhi, 
he 1 8 APR LB' 

Countersigned 

~ ., 
~~~~ 

(GIAN PRAKASH) · 
Comptroller and Auditor General of India 

' "' .......... ,:,, 
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~PPENDIX 
• l 1 ', . ~ 

I • : Summarised· financial results of 
: ( Referred· to- in · paragraph 1. t ol 

__ .... _ · - -----·---- - - -
Name of the 

Company 

,f ... 
.. , . ) 

Date of Accounts 
incorporation for the 

year 
ending 

3 4 

Capital Profit(+ 
invested Loss(-

5 6 

Industries, Mines an 

Gujarat State Textile 30th March 428.82 (+) 22.06 
Corporation Limited November 1979 

1968 

Gujarat State' Export 14th March 35.13 (- ) 6.68 
Corporation Limited October 1979 

1965 

Gujarat Industrial Invest- 12th March (+) 4.75 
ment Corporation Limited August 1979 

1968 

Gujarat Mineral Develop- 15th May March 866.54 (+ ) 95 .63 
ment Corporation Limited 1963 1979 

Gujarat Communications 30th May March ] 64.46 
and :. Elect•rortics. Liniit~d 1975 1979 

·~: T , .... ,. ·: - ,.,. ,,,r-. "')'j•·-· · '\ !'1:"'[.f: 'J~f : ·,·····1' "') 

6 Gujarat Small Industries 26th May December 276.52 
Corporation Limited I 962 1978 

7 Gujarat State Construction 16th July 1978 
Corporation Limited D~cember 

1974 
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'A' 

Government Companies 
)ection I of Chapter I ) 

( FiO'ures in columns 5 to 11 
are '"' in lakhs of rupees ). 

Total Interest Tota l Capital Total Per- Per- Re-
interest on long- return on employed return on ccntage centage ma-
charged term capital capital of of rks. 

to loans invested employed total total 
Profit ( 6+ 8) ( 6+7) return return 
and on on 

Loss capital capital 
Account in- em-

vested ployed 
7 8 9 10 11 12 13 14 

>ow er D epartment 

27.55 27.55 49.61 428.82 49.61 11.57 11.57 

3.86 (-)6.68 34.24 (-)2.82 

157.32 157.32 3,780.25 162.07 4.29 

14.37 13 .38 109.01 674.22 110.00 12.58 16.31 

2.24 2.24 1.70 122.50 1.70 1.03 1.39 

16.32 27.41 593.64 64.15 9.9 1 10.81 

21.94 (-)48.63 311 .85 (-)39.27 
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APPENDD 

Summarised financial . results 

(Referred to in paragraph 1.1 

Sr. Name of the Company Date of Accounts Capital Profit ( 
No. incorpora- for the invested Loss ( 

ti on year 
ending 

2 3 4 5 6 

Ho1 

8 Tourism Corporation 10th June August 16.51 (-) ~ 
of Gujarat Limited 1975 1978 

Agriculture, Forest a 

9 Gujarat Agro-Industries 9th May March 667.91 ( + )4! 
Corporation Limited 1969 1979 

10 Gujarat Dairy Development 29th March 111.63 (- )2C 
Corporation Limited March 1979 

.1973 

11 Gujara t State Forest Deve- 20th Septt-mber 100.17 ( + ) I 
lopment Corporation August l 978 
Limited 1976 

12 Gujarat Sheep and Wool 9th March 
Development Corporation December 1979 
Limited 1970 

13 Gujarat Tractor Corpo- 31st March 
ra tion Limi!ed March 1979 

1978 



7overnment Companies 

:~ction I of Chapter I ) 

fatal 
1terest 
1arged 
'Profit 
1d Loss 
.ccount 

7 

>epartment 

Interest 
on long­

term 
loans 

8 

Total 
return 

on 
capital 
invested 
(6+8) 

9 

(-) 2.29 

:o-operation Department 

131 

( Figures in columns 5 to 11 
are in lakhs of rupees ) 

Capital Total Percent- Percent- Remarks 
employ- return age of age of 

ed on total total 
capital return on return on 

employed capital capital 
(6 + 7) invested employed 

10 11 12 13 14 

13.38 (-)2.29 

~.99 2.73 51.48 623.20 52.74 7.72 8.48 

5.49 2.99 (-)17.69 52.44 (-)15.19 

18.39 99.42 18.39 18.36 18.50 

1.47 1.06 (-)11.66 23.60 (-)11.25 

7.37 6.15 36.59 738.13 67.81 8.70 9.19 
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Sr. Name ofthe Company Date of 
No. incorpora-

ti on 

2 3 

APPENDIX 

Summarised finaneia/ results of 

( Referred to in para:graph q of 

Accounts Cap ital Profit(+ ) 
for the investt:d Loss (-) 

year 
ending 

4 5 6 

Subsidiary Companies 

Agriculture, Forest 

14 Gujarat Agro-Food~ 20th December 91.83 (-) 3.85 
Linuted October 1978 

1970 

15 Gujarat Agro-Oil 21st December 43 .00 (+) 50.91 
Enterprises Limited April 1971 1978 

16 Gujarat Agr.o.-Marine 17th December 173.99 (+) 8.47 
Products Limited December 1978 

1971 
Industries, Mines 

17 Gujarat State Machine 15th March 370.35 (-) 23.55 
Tools Corporation February 1979 
Limited 1975 

Notes :-(1) <;~pita! ii;iyested represents paid-up capital plus long-term 

(2) Capital employed ( excluding that in respect of Gujarat 
(excluding capital works-in-progress) plus working capital. 

(3) Capital employed in respect of Gujarat Industrial Invest­
closing balances of paid-up capital, bonds , reserves ' 
by outside investments ) and borrowings. 
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'overnment Companies 

ec6on I of ·Chapter I ) 

Total Interest Total 
tterest on long return 
harged -term on 
) Profit loans capital 
nd Loss invested 
•Ccount (6+8) 

7 8 9 

d Co-operation Department 

us 0.69 (-)3.16 

I 
0.05 50.91 

5.38 5.38 13.85 

1d Power Department 

2.04 2.04 (-)21.51 

)ans pius free reserves. 

Capital 
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( Figures in columns 5 to 11 
are in lakhs of Rupe_e~s) __ 

Total Percent- Percent- Remarks 
employ- return age of age of 
ed on total total 

capital return on return on 
employed capital capital 

(6+7) invested employed 
10 II 12 13 14 

86.43 (-) 1.67 

43.00 50.96 118.40 118.51 

145.98 13.85 7.96 9.49 

300.10 (-)21.51 

ndustrial Investment Corporation Limited ) represents net fixed assets 

nent Corporation Limited represents the mean of the . opening and 
other than those specifically funded and backed 
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APPENDIX 

Details of the Companies promoted by 

(Referred to in paragraph 2.08.1 

- - - --- - ------ -

Sr. 
No. 

Name of the Company 
(Year of incorporation) 

Name of the project 
(Date of letter of intent) 

1 2 3 

1 Gujarat Alkalies and Chemicals Limi- Caustic soda/Chlorine (April 
ted (March 1973) 1970) 

2 Polymers Corporation of Gujarat Methyl Methacrilate Monomar 
Limited (March 1973) and Poli-Methyl Mathicrylate 

(Pellets and sheets) (May 1971) 

3 Gujarat Aromatics Limited (Decem- Synthetic Cresols (January 1972) 
ber 1975) 

4 Gujarat Carbons Limited (1974-75) Carbon Black (February 1972) 

5 Gujarat State Machine Tools Cor- Machine tools like Centre Lathes 
poration Limited (February 1975) Drilling machines and Hydro~ 

copying attachments (May 1974) 



135 

'B' 

Gujarat Industrial Investment Corporation Limited 

of Section II) 

Paid-up capital as on 
31st March 1979 

Total Contribu­
tion of 
G.I.l .C. 

4 5 

Loans 
advanced 
by G.l.l.C . 
as on 31st 
March 1979 

6 

Remarks 

7 - - - - - - - ,--,-- - - -
(Rupees in lakhs) 

593.71 248.00 150.51 The company is in joint sector with subs­
cription ·of shares from the public. 
Commercial production started in Novem­
ber 1976. 

532.26 

334.33 

Not 
available 

114.75 

280.00 

84.76 

43.68 

57.38 

70.22 It was to be joint sector with subscrip-
tion of shares from public. As public 
issue was under subscribed, it has 
remained a subsidiary of Gujarat Indus­
trial Investment Corporation Limited. 
Commercial production started in July 
1979. 

10.74 A joint sector company in collaboration 
with Raipur Manufacturing Company 
Limited, Ahmedabad, and subscrip­
tion from Public. Commercial produc­
tion commenced m February 1980. 

52.87 Set up in collaboration with Phillips 
Carbon Black Limited, Calcutta and 
subscription from public. Commercial 
production started in July 1978 . 

44.57 Set up in collaboration with Hindustan 
Machine Tools Limited. Commercial 
production started in February 1979. 



Sr. 
No. 

Name of the Company 
(Year of incorporation) 
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APPENDI~ 

Details of the Companies p romot1 

(Referred to in paragraph 2.08.1 

Name of the project 
(Date of letter of into11t) 

2 3 

6 Cement Corporation of Gujarat Limi- Cement (November 1971) 
ted ·(March 1973) 

7 Steel Corporation of Gujarat Limi- Mild Steel (August 1973) 
ted (January 1975) 

8 Gujarat Tyres Limited (March 1973) Tyres and tubes (December 1970 

9 Gujarat Nylons Limited (March 1973) Nylon-6 filament yarn (Decembe 
1970) 

· 10 Gujarat Leather Industries Limited Finished leather from hides and 
(April '1978) skins (April 1976) 

~--- -,..-------------------------
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'B' 

by Gujarat Industrial Investment Corporation Limited 

of Section II) 

Paid-up capital as on 
31st March 1979 

Total Contribution 
ofG. I. I. C. 

4 5 

( Rupees in lakhs ) 
2.50 2.50 

5.00 5.00 

2.50 2.50 

(Bk) H-1 14-18 

Loans 
advanced by 
G. I. I. C. as 

on 31st 
March 1979 

6 

Remarks 

7 

0.75 The project had not progress ed-see 
remarks in paragraph t.08.4. 

24.35 Paid-up capital on 31st March 1979 was 
rupees 70 only subscribed by Gujarat 
Industrial Investment Corporation 
Limited. The project had not prog­
ressed-see remarks in paragraph 2.08.3. ' 

64.84 The project had not progressed-see 
remarks in paragraph 2.08.5. 

6.27 The project had not progressed-see 
remarks in paragraph 2.08.6. 

5.68 Paid-up capital on ·31st March 1979 was 
rupees 70 only, subscribed by G.I.I.C . 
. The Company is set up in collaboration 
with another State Government 
Company, viz. Gujarat Agro-Industries 
Corporation Limited. The project is 
under implementation. The land had 
been acquired and civil construction 
had· commenced in May 1979. 



Sr. 
No. 

2 

Name of the 
Corporation 

2 

Gujarat Electricity 
Board 

Gujarat State Road 
Transport Corpo-
ration 
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APPENDIX 

Summarised financial results of 

(Referred to in paragraphs 4.2.4 . and 4.4.4 of 

Name of the Date of Total 
Department incorporation capital 

invested 

3 4 5 

Industries, 1st May 58,335.48 
Mines and- 1960 
Power 

Profit ( +) 
Loss(-) 

6 

Home 1st May 6,465.05 l-) 381.90 
1960 

3 Gujarat State 
Financial 
Corporation 

Industries, 
Mines and 
Power 

1st May 
1960 

(+) 207.74 

4 Gujarat State Agriculture, 5th 219.27 ( +) 20.24 
Warehousing Forest and December 
Corporation Co-operation 1960 

Note :-(1) Capital invested -represents paid-up capital pius long-term 

(2) Capital employed in respect of Gujarat State Financial 
of paid-up capital, reserves ( other than those which 
bonds, deposits , and borrowing ( in.eluding refinance ). 
in-progress) plus working capital, 

I I 
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,, 

'atutory Corporations for the year 1978-79 

ction IV of. Chapter-II) 

Figures in Columns 5 to 11 are in lakhs of rupee~ 
--- --- · ---· 

'otal Interest Total Capital Total Percen- Percen- Remarks. 
terest on long- return employed return tage of tage of 
targed term on on ca- total total 
Profit loans capital pit al return return 

1d Loss invested employed on capi- on capi-
~count ( 6+8) (6 + 7) tal tal 

invested employed 

7 8 9 10 11 12 13 14 

,070.67 3,826.09 3,826.09 42,924.80 4,070.67 6.56 9.48 

*Arrived 
at after 

408.44 405 .56 23.66 4,109.52 21 .75* 0.37 0.53 deducting 
interest 
earned 
on invest-
ment of 
Rs. 4.79 
lakhs . 

475.86 8,569.91 683.60 7.98 
I 

0.31 0.31 20.55 219.27 20.55 9.37 9.37 

orporation represents the mean of the opening and closing balances 
tve been funded specifically and backed by investments outside ), 
other thre e cases, it represents net fixed assets ( excludmg capital works-

PlUNTED AT THE GOVERNMENT PRESS, VADODARA. 
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