
' 

ERRATA 

REPORT OF THE COMPTROLLER AND AUDITOR GENERAL OF 
INDIA FOR THE YEAR 1979-80 (COMMERCIAL)- GOVERNMENT 

OF UTTAR PRADESH 

--------- - ------- ---- ----- -- ---
Serial Reference to 
no. ----- ----

Page Para no . etc. 
no. 

(1) . (2) (3) 

1 

2 

3 
4 

5 
6 
7 

8 

9 
10 
11 

12 
13 
14 

15 

16 

17 
18 
19 

21 
22 

1.01- line 2 
1 1st Table SI. 2 
2 Table- Last line 
4 1.05- last line of the 

para 
5 1st Table- Item I 
5 1st Table-Item 2 
6 Last line 
9 1.07-Table H eadi ng 

6th column 
9 1.08- Table 5th item 
9 1 .08- Table 10th item 

11 2.03-4th line 
11 2.04- l st line 
13 N ote (I) 1st line 
15 T~le-Column 5 

H eading 
15 7th Ii ne from bottom 

of the page 

16 5th sub-para-last but 
one line 

16 (b) (i)- 3rd li ne 
16 last Ii ne of the page 
17 I st line of sub-para 

below the table 
11· 2nd line o f 2nd subpara 

below the table 
17 2nd line from bottom 
20 (c) 5th line 

F o r 

(4) 

1980) 
System 
subsidiaries 
respective 

Mills ( 
Tex tile 
Corpon. 
Corporation 

aduit 

purcha se 
b the 
Compony 
aggregates 

fixed 
call 
tht 

changes 

or 
out of this 

. Jagispur 

Prataooarh 

tranfer 
an 

Read 

(5) 

1980 
Systems 
subsid ia ry 
respective I' 

M ill s Co . 
Texti le 
Corp·n. 

Corpora ti c r ~ 

audit 
purchases 
by the 

_ Company 
aggregate 

fi xed/ 
ca ll 

the 

charges 

for 
out of th ! , 
Jagdispur 

Pra tapgarh 

transfer 
on 



2 

Serial Reference to 
no. ~~~~~~~~~ For 

l) 

23 

24 
25 
26 

27 

28 

29 

30 
31 
32 

33 

34 
35 
36 
37 

38 
39 

40 

41 

42 

43 

44 

45 
46 

Page Para no. etc. 
no. 

(2) (3} 

23 (d) Table Heading 
last cplumn 

25 3rd line of the page 
30 Note below the line 
31 (b) Table-Heading 

7th column 
31 (b) second sub-para 

3rd line 
31 (b) Third sub-para 

3rd line 
33 2.ll-lst sub-para 

2nd line 
34 1st sub-para 2nd line 
35 (xiii)-lst line 
36 ·3.01-2nd sub-pa ra 

line 12 
36 3.01- 2nd sub-para 

line 13 
41 Table- 4th column 
43 3.07-1 st line 
43 3.07- 3rd line 
44 Table heading-2nd 

column 
45 Do. 
46 (ii)- 2nd sub-para 

last but one lint: 
46 (ii)- 2nd sub-para 

last lin e 

(4) 

1978-8 

11.33 
project 
co llaborator' s 

tht 

starttd 

Nainial 

company 
incurrted 
Junuary 

fo r 

balance 
resu lts* 
tht 
bed 

bed 
decision, wa s 

has 

47 Table- item one co lumn 0.2 
10 

49 3.09-2nd sub-para year 
last Ii ne 

56 4.09- 1 st s ub-para mm 
3rd line 

56 4.09- l st sub-para valu e the 
4th line 

'62 sub-para C 1st line company 
64 4.22-2nd line company 

Read 

(5) 

1979-80 

77.33 
projects 
collaborators' 

the 

started 

Nainital 

Company 
incurred 
January 

far 

balances 
resu Its 
the 
beds 

beds 
deci£io n was 

had 

0.24 

years 

from 

value of the 

Company 
Company 

,I 



3 

Serial Reference to 
no. For Read 

Page Para no, etc. 
no. 

(1 ) (2) (3) (4) (5) 

47 65 4.24-last line In 
48 67 1st table-1st column delete 1025.00 
49 71 6.02-I st sub-para 

2nd line 
othter other 

50 71 6.02-2nd sub-para Rs. 12.4 12.4 
4th line 

51 71 6.02- Ta ble Heading iin crores in crores 
52 73 Note below the line 1973, 74 1973-74 
53 74 Table- column 4- item 

"Transmission 1828. 1828.105 
losses" 

54 74 Table- Column 4 item 
"Percentage .... .. .. 18. 18.8 
losses 

55 75 6.07- Ta ble 3rd line pump-sets wells pump-sets/wells 
56 78 5th line from top REC, REC 
57 88 Ta ble- Item 2 transmissin transmission 

2nd column 
58 94 Table - 3rd co lumn 

!st item 
1975-66 1975-76 

,, 

59 94 Ta ble- 3rd column 15-76 1975-76 
I 2nd line of item I 

60 95 Ta ble- Heading- 4th 
co lumn 

Remark Remarks 

61 97 (c) (i) 2nd line 32.2 38.2 
62 98 Table- Heading- last 

column 
support supports 

63 98 . (d) (i)- 4th line lakhs lakh 
64 98 (d) (i) 2nd sub-para 

6th line 
sinct since 

65 105 2nd sub-para from 7.578 7,578 
bottom- last line 

66 114 8.04.04- l st sub-para groups t groups to 
5th line 

67 114 8.04.04- 1 st sub-para 
7th line 

quotea quoted 

68 117 (b) (ii) - line 4 1.6 1.56 
69 11 8 (iv) - 7th line Spetember September 
70 119 Middle of the page 8.05.06 8.05.05 



4 

Serial Reference to 
no. For Read 

Page Para no. etc. 
no. 

(1) (2) (3) (4) (5) 

71 121 8.08-3rd sub-para fuds funds 
last but one line 

72 123 8.09.02 Table Heading Ouantity Quantity 
3rd column 

73 126 Table - Heading - 2nd per Per 
column 

74 126 Table 1st column masonary masonry 
4th line 

75 126 (ii)- 4th line ma so nary masonry 
76 127 8.09.06 1st sub-para fundation foundation 

2nd line 

77 132 9.02 (b)- 3rd sub-para Board/( G overnment Board/Government 
1st line 

78 133 9.04-3rd sub-para division divi sions 
1 and 2 lines 

79 137 9.11 - l st sub-para section Section 
6th line 

so 140 10.03 (a)- 2nd fub-para 36 bills and 36 bills but 
la st but one ine . 

81 141 10.05-2nd sub-para 
4th line 

lakh lakhs 

82 144 Table 1st column 2nd 1 ndustrial Industrial 
item 

83 146 (b) Table-Heading 1979-8 1979-80 
last column 

84 148 1 I.07.01 - 7th line lnteral ~nternal 

85 149 11 .07 .02- Table Head- (Rupee (Rupees 
ing- column 3 (in lakh) in lakhs) 

86 149 Note-2nd line • amon nts amounts 

87 151 11.07.05-l st line insert ' of ' after moratorium 

88 153 4th sub-para- 8th line nitrict nitric 

89 157 11.08.07- lOth line 1.75 la 1.75 lakbs 

90 157 11 .08.07- 2nd sub-para bsual u sual 
4th line 

91 158 11 .08.09-last line Howe., However, 

92 160 l l .10-2nd sub-para he the 
3rd line 

93 161 Table-column I- item 3 Year year 



" 
) 

Serial Reference to 
no. - - - --- - --- For Read 

Page Para no. etc. 
no . 

(1) (2) (3) (4) (5) 

94 165 Table-last column- 2nd 58.97 68.97 
item 

95 166 Table-1st column voollen Woollen 
tools tools, 

jbansi Jhansi 
complex complex, 
Atarra Atarra 

96 172 12.01- 4th and 5th to notice to the notice. 
lines 

97 174 12.06- Table I st col- kilometers kilometres 
umn 1st item 

98 175 12.06- Table-3rd column 
11th line 3378.6 3378.67 

99 178 (h) 2nd line and or and/or 

100 178 (b) 2nd sub-para-4th 
line 

Conporation Corporation 

101 180 Table- last column 290.54 290.45 
5th item 

102 180 (ii)-last but one line in the o.ther in its other 
103 182 1st sub-para- 3rd line 2.12 2.21 
104 190 Table- column 1 6 *6 

SI. no . 6 

105 190 Serial No. 12 column 2 Pray ag Prayag 
192 Serial No. 33 column 2 I>igitals system I>igital Systems 

PSUP-AP 1 Mahalekhakar - 10-5-82-(495) I 1982- 6,00 (E) ., 
' 'l 





· ! 

-

GY 

REPORT 

OF THE 

,- , COMPTROLLER AND AUDITOR GENERAL 
OF INDIA 

For the year 1979-80 

(COMlVIERCJAL) 
. . 

GOVERNMENT OF UTTAR PRADESH 

. ' ---



.....
.... 
~
 
.... 

-
-

-
f
"
•
 -
-
·
~
=
 
--

--
--

--

r 
.. .... 

'.
 

,. ' 

~ 
J { 



- ·-

TABLE OF CONTENTS 

Section Pages 

PREFATORY REMARKS (i) 

-CHAPTER I GOVERNMENT COMPANIES 

Introduction I 1 

Uttar Pradesh State Industrial Development Cor-
poration Limited II 11 

Uttar Pradesh State Tourism Development Cor-
poration Limited III 36 

Other Government Companies IV 51 

<CHAPTER TI STATUTORY CORPORATIONS 

APPENDIX 
~ 

APPENDIX 

Introduction 

Uttar Pradesh State E lectricity Board 

T ntrod uction 

Rural Electrification Programme in Uttar 

v 

VI 

Pradesh VII 

Transmission Works VIII 

Loss of revenue IX 

Other topics of interest X 

Uttar Pradesh Financia l Corporation XI 

66 

71 

76 

103 

131 

139 

143 

Uttar Pradesh State Road Transport Corporation XII 172 

APPENDICES 

A Statement showing summarised financial results 
of working of Government Companies 

B Statement showing summarised financial results 
of working of Statutory Corporations 

190 

196 



>
­

( 

' 

,, 

x 

.. 

·. 

,.-

,
. 

• ( 

.. 
. ~.

 

.. ' 

r ·' 
1 

: ' 

~
~
 

.. 
. 

... ..) 

., 
.-

~
 

.
' 

' I 

' 



• 

-' 

-. 

PREFATORY REMARI{S 

Government commQrcial concerns, the accow1ts of which arc 
subject Lo audit by the Comptroller and Auditor General of India fall 
under the following categories : 

- Government Companies, 
' •. 

- Statutory Corporations, and 

-Departmentaily-managed commercial and quasi-com· 
mercial undertakings. 

2. This Report deals with the results ol audit of the accounts 
of Government Gompamcs and Statuto1 y Corporations including 
the Uttar Pradesh State Electricity Board. The Report of 
the Comptroller &.: Auditor General of India (Civil) contains the 
results of audit :relating to departmentally-managed commercial 
and quasi-commercial undertakings. 

~ . ln the case ol Government Companies, audit is conducted 
oy Company auditors appomted on the advice of the Comptroller 
& Auditor General bm the latLer is authorised, under Section 
blY ~~) (lJ) ol the Compames Act, 1%6, Lo conduct a supplemen­
tary or test aucl1t. ue is also empowered Lo comment upon or 
,supplement the audit report, submitted by the Company auditors. 
'1 he Companies .Act, 1~56 lurther empowers the Comptroller & 
Auditor General to issue directives to the auditors in regard to 
the performance ol their lunctions. Such directives were issued 
to the auditors from time to time. 

4. ln respect ol Uttar Pradesh State Road Transport Cor­
poration and U ttar Pradesh State Electricity Board (Statutory 
Corporations), the Comptroller & Auditor General is the sole 
auditor while 111 respect of the other two Staltllory Corporations, viz. 
U ttar Pradesh Financial Corporation and U ttar Pradesh State 
Warehousing Corporation, he has the right to conduct audit (in 
accordance with the provisions of the relevant Acts) independently 
o~ the audit conducted by the Chartered Accountants appointed 
under the respective Acts. 

5. The cases mentioned in the Report are those which came 
to the notice of Audit during the year J 979-80 as well as those 
which had come to notice in earlier years but could not be dealt 



, 
( ii ) 

with in the previous Reports ; developments relaLing to the peri0u 
subsequent Lo 1979-80 have also been included wherever considered 
necessary. 

' 
' 

" 
6. The points brought out in the Report have emerged in ~ 

the course of test audit of the accounts o( the above undertakings. 
They are not intended to convey or to be understood as conveying, -...... .. 
any general reflection on the financial administration oE the under­
takings concerned. 

- - , 

.. 



• CHAPTER I 
GOVERNMENT COMPANIES 

SECTION I 

• 

1 . 01. Introduction ---· There were 87 Government Companies (including 36 subsi­
diaries) as on 31st March 1980) as aga~nst 81 * Governmen\t Com­
panies (including 31 subsidiaries) as at the close of the previous 
year. The following Companies were incorporated or became 
Government Companies during the year 

Date o f Authorised 
Name of the Comranv incorporation capital 

(Rupees in lakhs) 
1. U.P. Carbide and Chemicals Ltd . 23rd April 1979 500.00 

2. Uptron D igital System Ltd. 18th May 1979 100.00 

3. U ptron Powertronics Ltd . 29th May 1979 25.00 

4. Uptron Video Ltd. 18th October 1979 50.00 

5. U .P . Mat ya Vikas Nigam Ltd. 27th October 1979 100.00 

6. Uptron Instruments Ltd . 15th November 10.00 
1979 

The following Companies were in the process of liquidation : 

D ate of Date of going 
Name of Company incorporation into 

liquidation 

I. Indian Bobbin Co. Ltd. 22nd February I 0th September 
1924 1973 

2. Sharda Sahayak Samadesh Kshetra 4 th March 9th August 
Vikas Nigam Ltd . 1975 1977 

3. Gandak Samadesh Kshetra Vi ka<; 15th M arch 7th June 
Nigam Ltd. 197'."i 1977 

4. Ra mganga Samadesh K 'ihctra Vi kas !5th March 6th May 
Nigam Ltd. 1975 1977 

*I ncludes Uptron Scmpack ltd . incorporated o n 23rd May 1977 with an 
authorised capita l of Rs. 25 lakhs. 
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1 . 02. ComjJilation of accounts 

33 Companies (including 12 subsidiaries) had finalised their 
accounts for the year 1979-80 (March 1981) . In addition, 14 
Companies (including 4 subsidiaries) finalised their accounts for 

.. 

the earlier years. 1\ synoptic statement showing the summarised 
financial result s of 47 . Companies (based on Lhe latest available 
accounts) is given in Appendix A. The accounts of the follow- . 
ing 47 Companies .r.' (includ ing 21 subsidiar ies) were in arrears for ~ 
the periods noted against each (March 1981) : 

Name of Company 

U . P . Plant P rotectio n Appliances P rivate ltd. 
U. P. Buildware Private Ltd. 
Krishna Fasteners Ltd. 
U. P. Roofings Priva te Ltd. 
Fa i.,abad Roofin gs Ltd. 
Northern Electrical Equipment Indu stries Ltd . 
U . P . Potteries (Private) Ltd . 
U . P . Abscot Private Ltd. 
Bundell(hand Concrete Struct ura ls Ltd. 
U . P . Pashudhan U dyog Nigam Ltd . 

U . P. Bundelkhand Vikas Nigam Ltd. 
U. P. P restressed Prod•Jcts Ltd. 
U. P. Paschimi K shet ri ya Yi kas N igam Lt d. 
UPAf Ltd . 
Uptron Sempack Ltd. 
Mohammadabad Peop les T anneri es Ltd . 
U. P . State Bridge Cor pn. Ltd. 
U . P. State T ourism Development Corpn. Ltd. 
U. P . Panchayati Raj Vitta N igam Ltd. 
U. P . Small Industries Potteries Ltd. 
Garhwal Manda! Vi kas Ni <.?am Ltd. 
U . P. Rajkiya N irmnn Nil!nm Lt I. 
Ha ndloom Inten sive l) ;:ve l0p11ent Corpora~ion 

(Gorakhpur a nd Basti) Ltd. 
H a ndloom Intensive De velopme nt Project ( Bijnore) 

Ltd. 
T urpentine Su bsid iarie c l nd11st ries ltd. 

Extent of arrears 

1972-73 to 1979-80 
1972-73 to 1979-80 
1973-74 to 1979-80 
1973-74 to 1979-80 
1974-75 to 1979-80 
1974-75 to 1979 -80 
1975-76 to 1979-80 
1975-76 tCl 1979-80 
197 5-76 to 1979-80 
l 976-77 to 1979-80 

1976-77 to 1979-80 
1977-78 to 1979-80 
1977-78 to 1979-80 
1977-78 to j 979-80 
19 77-78 to 1979-80 
1977-78 to I 979-80 
1977-78 to 1979-80 
1CJ77-78 to I 979-80 
1977 to 1979 

I 978-79 to 1979-80 
1978-79 to 19 79-80 
J 978-79 to 1979-80 
1978 79 to 1979-80 

1978-79 t 0 1979-80 

1978-79 to 1979-80 

*The accounts o f 3 Co mpanie.-: ( incorporated bct\\een May- ovcmber 1979) 
were not due during the yea r. 
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Name of Company 

U. P . State Agro Industrial Corpn. Ltd . 

U. P . State Horticulture Produce Marketing and 
Processi ng Corpn. Ltd. 

U . P. Textile Printing Corpn. Ltd . 

U . P. State Food and Essential Commodities Cor pn. 
Ltd . 

Tarai Anusuchit Janjati Vikas N igam Ltd. 

U . P. Poorvancha l Vika s N igam Ltd. 

U . P. State Hand loom Corpn . Ltd. 

Allahaba-:1 Manda! Vikas Nigam Ltd. 

U. P . Scheduled Caste Fina nce and Development 
Corpn . Ltd . 

U. P. Bhumi Sudbar Nigam Ltd. 

Extent 0f arrears 

1978-79 to 1979-80 

1978-79 to 1979-80 

1978-79 to 1979-80 

1978-79 to 1979-80 

1978-79 to 1979-80 

1978-79 to 1979-80 

1978-79 to 1979-80 

I 979-80 
• 

1979-80 

1979-80 

U. P. State Mineral Development Corpn . Ud . 

_,.._ - *umaon Manda I Vikas N igarri Ltd. 

J 979-80 

1979-80 

• Varanasi Manda! Vikas Nigam Ltd. 

Lucknow Mandaliya Vikas Nigam Ltd . : 

Gorakhpur Manda! Vikas Nigam ud. 

K umaon Anusuchit Janjati Vikas Ni[.!am Ltd. 

Garhwal Anusuchit Janjati Vikas Nigam Ltd . 

Teletronix Ltd. 

Transcables Ltd. 

U. P. (Madhya) Garina Beej Evam Vikas Nigam Ltd. 

1979-80 

J 979-80 

I 979-80 

1979-80 

1979-80 

J 979-80 

1979-80 

I 979-80 

U. P. State Brasswa re Corpn . Ltd. 1979-80 

U. P. Matsya Vikas Nigam Ltd. 1979-80 

The position of arrears in the fina lisation of accounts was last 
brought to the notice of Government in Mar ch 1981. 

1 . 03. Paid-up capital 

T he aggregate pa id-u p capital of R s. 14511 .82 lakhs (46 Gov­
ernme nt Compan ies excluding 4 Companies u nder liq u idation and 
31 subsidiar ies) as on 31.t March 1979. increased to Rs. 15701 . 52 
lakhs (47 Government Companies exclud ing 4 Companies under 
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liquidation and 36 subsid iaries) as on 31st March 1980, as detailed 
below : 

Particulars of Companies N umber 
of 

Companies 

l nvestment by 
Total 

State Centra l Other:-, 
G overn- Govern-

ment ment 
(Rupees in lakhs) 

Wholl y owned by the 
State G overnment 

35 14010.62 14010.62 

Jointly owned with the 
Centra l G overnment/ 
Others 

12 1188. 16 34 1 .83 60.91 1690.90 

--- --- - ---· --- - --- -
T otal 

1 . 04. Loans 

47 15298.78* 34 1.83 60.91 I 5701.52 

The balance of long-term loans ou tstan ding in respect of 11 
Companies (excluding 23 subsidiaries) as on 31st March 1980 was 
Rs. l 0480 . 55 lakhs (State Governmen t : Rs.4066 . 08 lakhs, other 
parties: Rs.641 4 .1 1 lakhs; deferred paymen t cred it : Rs.0. 36 
lakh) as against Rs.8692 .99 lakhs as on 31st March 1979 (11 
Companies) . 

1 . 05. Guarantees 

T he State Governmen t had guaranteed the re payment of 
loans ((Ind payment of interest thereon) raised by 17 Companies 
(incl nding· 5 snhsid iar ies) . The total amount g-u aranteed and 

the amou nt oU!l:St(l nding there against in respect of 15 Companies 
as on 31st Marc11 1980 was R s. 10280.65 lakhs and R s.8710.44 lakhs 
respective as detailed below : 

Name of Company 

U .P. State Cement Co rpn. Ltd. 

U .P .State Su ga r Corpn. Ltd . 

Amount 
guara nteed 

Amount 
outstand ing 

as on 31st 
M a rch 1980 

(Rupees in h khs) 

113635.00 

1380.15 

3635.00 

747.75 

*T he amount as per the F inance Accounts is Rs. 15484.02 lakhs. 
T he difference "r Rs. 185.24 lakhs reN esents investment in two Central Govern­

ment Comnan ies rRs. 15 lak hs). in 4 Compa nies under liquida tion (Rs. 142.74 
lakhs). in 2 subs id iMies (Rs. 19 lakhs) and cost of tourist hung:alows tra nsferred 
(Rs. 24 la khs) ; d ifference of Rs. 15.50 la khs (two Com panies) is under 
reconciliation. 

• 
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Narrte of Company 

U. P. Stale Spinn ing Mills (No. I) Ltd.* 

U.P. State Tex tile Corpn. Ltd. 
Nlndganj-Sihori Sugar Co. Ltd.* 
The Prad eshiya Ind ustrial a nd In vestment Co rpn . 

of U. P. Ltd. 
Chandpur Suga~ Co. Ltd.* 
C hhata Sugar Co. Ltd.* 

Amou nt Amount 
guaranteed o utstand ing as 

o n 31st March 
1980 

(Rupees in lakJ1s) 

946.50 818.99 
845.00 727.50 
750.00 724.95 
660.00 660.00 

387.00 349.1 8 
377.00 366. JO 

U P. (Paschim) Gan na Beej Evam Vikas Nigam Ltd.** 320.00 172.66 
U.P. State Agro Indu str ia l Corpn. Ltd.** 300.00 1 7.14 
Kichha Sugar Co. Ltd.* 2 11.00 102.55 
U.P. Sta te Food and Essentia l Commodities Corpn . 

Ltd.** 
175.00 

U ,P. State Ind ustrial Development Corpn. Ltd. 110.00 110.00 
U.P. (Poorva ) Ganna Beej Evam Vikas Nigam Ltd.,** 104.00 80.86 
U. P. (Rohil khand Tarai) Gaona Beej Evam Vikas Nigam 80.00 77.76 

Ltd.** 

Total 10280.65£ 8710.44£ 

1 .06. Performance of the Conipanies 

1. 06 . 1. T he following table gives the details of 18 Com­
panies (including 2 subsidiaries) which earned profits during 
1979-80, and the comparative figures for the previous year : 

Name of Company Paid-up capital Profit(+ )/Loss ( - ) 

1978-79 1979-30 1978-79 1979-80 

(Rupees in 
Companies 

lakhs) 

U.P. State Textile Corpn. Ltd. 22 14. 19 24 14. 19 (+)?0.66 r:+)357.3 l 
U .P. State Industrial Development 1430.7:' 

Corpn. Ltd. 
1432.73 (+)7 1.50 (+)119.63 

The Pradeshiya Ind us trial and J nvest· 8 14.5 1 
ment Corpon. of UP Ltd. 

665.75 (+)66.51 (+)73.57 

U. P. Nalkoop N igam Ltd . 200.00 390.00 (+ )8.34 (+)2.02 

*Represents subsidiary companies. 
**Represents Companies where short-term loans have been guaranteed. 
£The figures as per the Finance Accounts are Rs. 11 256.52 lakhs a nd Rs. 765 1.32 
lakhs ( 16 Companies) ; information from 2 Companies was awaited. The 
differences are u nder reconci liation. 
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Name of Company 
Pid-up capital Profit (+)/Loss(- ) 

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

U.P. Electronics Corpn. Ltd. 

U.P. Export Corpn. Ltd. 

185.00 

134.00 

275.00 ( + )5.29 ( + ) J 1.55 ,. 

J 34.00 ( + )0.40 ( + )2.80_ 

Auto Tractors Ltd . 

M eeru t Ma nda! Vi kas N igam Ltd. 

Agra M anda! Vikas Nigam Ltd. 

U. P. Small Industries Corpn. Ltd . 

106.5 1 

100.00 

100.00 

77.00 

406.51 ( + )0.17 

100.00 ( -J-)3.16 (+)3. 15 

100.00 ( + )2.37 ( + )0.38 

u.I. Leather Development and Marketing 67.00 
Corpn. Ltd. 

85.00 ( + ) 1-0.54 ( + )24.96 

67.00 (4-)1.07 (+ )9.16 

U.P. Development Systems Corpn. 
Ltd. 

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

U.P. (Paschim) Ganna Beej Evam 
Vikas N igam Ltd . 

U.P. (Poorva) Gaona Beej E vam 
Vikas N igam Ltd. 

Indian Turpentine a nd Rosin 
Co. Lrd. 

Subsidiaries 

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

Kichh a Sugar Co. Ltd. (Year en­
ded 30th September 1980) 

60.00 60.00 ( + )0.34 ( + )5.14 

22.70 22.8 1 (+)3.1 8 (+)5.73 

14.64 15.29 ( + )0. 1 l (+)1.42 

13.3 1 13.65 (+ )0.41 (+ )l.57 

21.83 21.89 (+) 15.40 (+) I 1.50 

1070.00 )I 11 50.00 (- )6.03 ( + )60.4 l 

187.79 187.79 (-)79.89 (+ )14.30 ~ 

1 . 06. 2. During tlie year 6 Companies declared dividends as 
ind icated below 

Name or Company 

U. P. State Industria l D evelopment 
Corpon. Ltd. 

Distribu- Amount Dividend Percentage 
table reta ined declared of 

surplus in , d ividend 

business to paid-up 
capita l 

(Rupees in Jakhs) 
205.05 162.13 42.92 3 

• 

-
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Name of Company 

Indian Turpenti ne a nd R osin Co. 
Ltd. 

The Pradeshiya lndustrial and 
lnvestment Corpn. of U. P. 
Ltd. 

U.P. Small [ndustrics Corpn. 
Ltd. 

U.P· (Rohilkhand Tarai) Gaona 
Beej Evam Vikas N igam Ltd. 

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

Amount 
Distri- retained 

. butable in 
s.uLplu' . business 

Percen-
Dividend tage 
~declared - of 

• dividend 
to 

paid-up 
capital 

tRupees in lakhs) 
159.72 157.68 2.04 10 

61.86 48.54 13.32 2 

49.92 44.82 5.10 6 

5.55 4.41 1.14 5 

1.70 0.38 1.32 9 

1 .06.3. The following table gives details o( 10 Companies 
(including 5 su bsidiaries) which incurred losses during the year 
1979·80, and the comparative figures for ·the previous year : 

Name of Company 

Companies 

U .P. State Cem:::nt Corpn. Ltd. 
U.P. State Sugar Corpn , Ltd. 
U. P. Chalchitra Nigam Ltd. 
Prayag Chitrakoot Krishi Evam 

G odhan Vikas Nigam Ltd. 

H arijan Evam Nirbal Varg Avas 
Nigam Ltd. 

Subsidiaries 

N andganj- Sibori Sugar Co. Ltd. 
Chandpur Sugar Co. Ltd. 

Chhata Sugar Co. Ltd. 
U.P. Instruments Ltd. 

U.P. D igitals Ltd. 

P.aid-up capital Loss 

1978-79 1979-80 1978-79 1979-80 

(Rupees in lalchs) 

3707.00 
1910.00 

77.85 

50.00 

15.00 

503 .00 
258.00 
253.00 

7.01 

9.20 

3707.00 
1998.00 

158.07 
50.00 

15.00 

503 .00 

258.00 
253.00 
27.51 

9.20 

i 216.33 
} 607.89 

l.69 
3.09 

1.12 

249.87 

121.47 

66.35 
24.64 

0.36 

248.50 
237.67 

8..01 
1.14 

2.14 

232.35 
70.60 

89.81 
28.43 

1.55 



1.06.4. The accumulated loss 111 respect of 16 Companies 
(pai?--up capiq1l : Rs. 11.304. 48 lakhs) amounted .. to Rs.6221 . 37 
lakhs. Particula-rs of 6 Companies the accumulated losses of which • 
. (1979-80) . had exceeded· the paid-up capital are given below : 

Paid-up Accumu- Percen-
Name of Company capital lated tage of 

loss accumu-
lated 
loss to 
paid-up 
capital 

(Rupees in Jakhs) 

U.P. State Sugar Corpn. Ltd. 1998.00 2637.99 132.0 

Nandganj- Sihori Sugar Co. ltd. 503.00 I 688.88 137.0 

Kichba Sugar Co. Ltd. 187.79 582.13 310.0 

Chandpur Sugar Co. Ltd. 258.00 403.03 156.2 

Chhata Sugar Co. Ltd. 253.00 378.15 149.5 

U.P. Instruments Ltd. 27.51 104.95 381 .5 

1.06-.5. The following table gives de,Lails of Companies 
(subsidiaries) which were under construction, and the expenditure 
incurred during 1978-79 and 1979-80 : 

Paid-up capita l Expenditure during 
Name of Company 

1978-79 1979-80 1978-79 1979-80 
(Rupees in Iakhs) 

Subsidiaries 

U.P. Carbide and Chemicals Ltd. 206. 13 6.86 

U.P. Tyres and Tubes Ltd. 50.00 I 50.00 68.88 E4.47 

Uptron Digital Systems Ltd. (Year 28.47 22.00 
ended 31st December 1979) 

Uptron Capacitors Ltd. (Year 
ended 31st December 1979) 

26.65 48.40 

U •• P State Spinning Mills Co. 0.01 0.01 0.01 
(No. II) Ltd. 

, 
-----

....,.. 
~ 

_.... -
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1 . 07. In addiLion, there were 5· Companies CO"'.~r:ed under 
Section 619-B of ·the Companies Act, 1956 as p~r .. ~:t~.~fa .given 
below : 

Name of Compa ny Latest . Paid-u p 
year capital State 

o f Govern-

rnvcstment l'l¥ 

Government · 

accounts ment Compa- Corpor-

Profit 
(+)/ 

I.:oss (-) 
during 
the year 

nies a ti on 
(Rupees in lakbs) 

Bhadohi Woollen Mills 
Ltd. 

1979-80 40 .89 14.24 15.75 (-)31 .92 
(71.24)* 

(+ )41.29 
I 7.95 (-)47.85 

Almora M agnes ite Ltd . 
Steel a nd Fasteners Ltd. 

1978-79 
1978 

140.00 
. 89.84 

85.40 
36.88 

Electronics and Com­
putors (Ind ia) Ltd. 

(102.I 3)* 
The accounts for" the years 1978 to 1980 are in arrears 

Synthetic Foa ms Ltd . The accounts for t he year 1979-FO have not been 
received 

1 . 08. T he Companies Act, 1956 empowers the Comptroller 
&: Auditor General to issue directions to the auditors of Govern­
ment Companies in reganl to the performance of their functions. 
In pursua11ce of the directive so issued, the special reports of the 
Company auditors were receiYed in respect of 12 Companies during 
the yea r . The important poin ts noticed in these Reports are sum­
marised below : 

Jatu re of defrct s 

Ab~cnee of account s manu al 
Jmue:-fect accoPnting svste!T' 
Absence of regular 'costing system 
Absence of adequate bu dgetary svster1 
Absence of internal aduit manual 
Ah ;ence of internal audit system 
Internal audit system not commensurate with natu re and size of 

business 
Sales below cost of nroduct ion 
N on-determinat ion of surplus/unservi cr~ble stores 
Ab~ence of tender svstem for purchase 
Non-maintenance/defective maintenance of prope rty/Jar 

rel?isters 
Absence of system of ascertaining idl e time fo r laho11 
Non-fixation of maximum/ minimum limits of stock/spa1 
Non-fixation of norms for manpower 

*Figures represent accumulated loss. 

Number 
of 

C ompanies 
where 
defects 
were 

noticed 
8 
2 
J 
1 

12 
3 
3 

r 

J 
4 
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1 . 09. Under Section._619 (4) of the Companies Act, 1956 
the Comptroller &' Auditor General has a right to comment upon 
or supplement ·the audit reports of "the Company auditors. Under 
this provision the audited annual accounts of Governmtn t 
Companies are ·reviewed on a selective basis. Some of the errors/ 
omiss-i'ons, etc. noticed in the course of review of the annual 
accounts are detailed below 

Balance Sheet 

-Share a pplication money (agains t shares awaiting allotment) 
included in paid-up capital ; 

-Non-disclosure o f shares -allotted for consideration other than 

·---

cash ; I 
-Non-provision of liabil1ties for interest, pen al in terest accru­

ed and expense~ . r esulting in understatement of liabiliLies ; non­
provis ion of doubtful debts with consequent overstatement / under ­
statement of profi t iJoss ; 

-Non-accountal of capital expend iture ; 

- N on-disclosure of mode of valuation of stocks : 

Profi t and losss account 

-Non-prepara tion or incorrect preparation of profit and loss 
" ".COllnt : 

- Incl11sion of shortages in materials consu med resul ting m 
oversta tement nf va lue of work done : 

-Incor rect calculation of interest income : 

- No11 -accountal of rece ipts and expend iture o f revenue nature ; 

(; en eral 

-Cer ti fi c;;ir i0n nf accoun ts bv the Company auditors before 
the ir ?rl ootin n h v the Roard o f Di rectors: 

- Plct cinP." o f acc01mt'i b efore the ;;i nnual general meeting prior 
t o their cert ifi c;i tion by the Compan y auditors . 

t 

-



• SECTION II 

UTTAR PRADESH ST ATE I NDUSTRIAL DEVELOPMEN T 
CORPORATION LIMITED 

- 2.01 . Introduction 

T he U ttar Pradesh Sta te Ind ustr ial Development Corporation 
Limite<l was incorporated on 29th March 196 l as a wholly-own.eel 
Government Company with th e main object of promoting- and 
advancing the industJr ial d evelop ment of th e Sta te . The working 
of th e Com pany was last reviewed in the Au d it R eport (Commercial) 
for the year 1973-74. 

2 . 02. Activities 

The Company is curr en tl y engaged m th e following activi ties : 

- d cvell')pmenl' oE industrial areas ; 

- e']u ity participation ; 

-underwriting of shares issued by pu blic l imited compan ies; 

-bridging loans ; and 

- procurement of in dustrial l icences for setting u p joint-
sector projects. etc. 

2. 03. Orrrr.nisntimn.al set-u p 
' ) 

·--"' 

T he M anagement of the Company . is vested in a Board o E 
D irectors headecl bv t:Ji e Commi::.c; ioner and Secretary. Inclu stries 
Departmen t. w ho i'i the ex-Officio Chairman. There is a M ana!!ing 
D irector anil 11 p;irt-timc d irectors appnintecl lr the Stale l.ovcri1-
ment. T he M anaging- D irectcir is the ch ief exec .Hive of the Com­
pany and is assic;ted in th e daY-to-c1av arlmini;;tntion v two General 
M anagers, one looking after 'l nancing; of schemes an d joint-i;;ector 
p.rojects an d the o ther dealing with the Ind ustrial Area and C ivil 
Construction d ivisions b esicles general adm inistration . 

2.04. Capital structure 
. - , 

The Cornpony was registered wi th an au thorised canital of 
R s. 5 crores divided into 5.00,000 shares of R s. 100 each wh ich was 
increased to R s . 20 crores, by 1977-78. T h e entire paid-u p capital 
of Rs . 1,432.73 lakhs (as on 31st March 1980) is contributed by 
the State G overnment. ,, ; ~ ~! 

11 
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2 . 05. Borrowings 
(ci) For financing schemes for the development of industrial ~ 

areas, the Company obtained loans from the Staite Government 
carrying interest at 11 . 25 per cent per annum (with a rebate of 
3.5 per cent for timely payments). As on 31 st March 1980 loans ( 
amounting to Rs . 197. 40 lakhs were outstanding. ~ 

(b) Besides, the Company had also r aised Rs. 110 lakhs 10---
1976-77 by the issue of 10.25 fJer cent redeemable debentures (1989). 

(c) A :,urn of Rs . 91 . 98 lakhs sanctioned (March 1975) b y the 
Sta te Government (eq ually as loan and grant) for uhe 'H alf-a­
million lobs Sche.me' was drawn by the Company on 29th March 
1975. The loan was repayable in 10 annual insta lments (with a 
moratoriu m o f one yea r·) "·ith intereSt a t 11 .25 /Jf'r cent (with a 
reba te of 3 . 5 /Jer cen t for t imely payment). The first instalment 
due in March 1976 was repaid belatedl y in March 1977 (along with 
lhe second instalmen t) a fter adjusting the rebate of 3 . 5 1Jer ceint 
,\·h ich wa not ad missible and a furl her amount of Rs . 1. 61 lakhs 
W flS payable on 28th March 1977 towards in terest from 29th March 
1976 to 2~ th farch ] 977. T he Com pany had a pnr0ached the 
State Governmen t (February 1979) for waiver of penal in terest ana-' 
Govern men t <lccision w as awaited (May 1981). No repor ts of the + 
ph •sical prowe~~ o f the scheme 1\·ere aYailable ( fay 1981). 

(d) V\rhile the Company was holding R s. 395. 14 lakhs in 
fixed / call deposits (March 1977) w ith a maximum ra te of interest 
of 6 per cen t, it drew a loan of R s.16. 84 lakhs from a bank aga inst 
an ai:i;rcement e'<ecutecl i n .January 1977. T he agreement nrovidcd 
for interest at 9 . 5 per cen t per annum on yearl y basis. The entire 
amou n t o f the loan ' m s, hmrever, repa id with in terest calculated on 
ciuarterly r est basis u p to 30th Tu ne 1979 (Rs.4. 03 lakhs) resultin~ 
in an excess payment o f R s.O. 15 lakh. H ad the fu nds been drawn 
by rhe Com pan y as advance again<:1 fixed clcno<:itc; cTrrying in terest 
at 8 fJf r rent per annum, i t would have resuLted in a saving ~~--
R s. O. 77 lakh. .., .. ~, 

2. 06. FiP?oncial position 
The fol1owinP' table indirntes the summarised fi nancial position ~ 

'' of the Com pany under broad headings at the close of the 3 years up 
tol9i9-80: - ' 

Paid-up capital 

Reserves and surplus 

l 977-78 ] 978-79 r ] 979-80 

(Rupees in lakhs) 

;" 1422.73 

r 246.99 
1430.73 
r 275.43 

1432.73 
( 314.67 



• 

' 

r 
• 

13 
1977-78 1978-79 1979-80 

(R upees in l::ikh s) 

Borrowings from the State Government 
- Loans- 377.31 289.64 197.40 

- Funds for specific Government sponsored 4 1.1 2 50. 11 43.89 
schemes 

Others 126.83 126.83 11 0.00 

Trade dues and other curre nt liabilities (in-
el uding provisions) 

7 12.50 955.88 1254.18 

--- ---
T otal 2927.48 3128 .62 3352.87 

Assets 

Gross block 54.24 94.38 130.32 

Less-Depreciation 10.89 ] 3.49 19.85 

Net fixed assets 43 .35 80.89 j l 0.47 

Capital works-in-progress 37 .37 24.47 ] 8.73 

Investments (at cost) 107.43 1£18.32 213.30 

Current assets, loa ns a nd advances 2734.39 28"/0.73 3006.75 

Miscell an eous expenditure 4.9.+ 4. 2 ! 3.62 
- - - -

Total 2927.48 3128.62 3352.87 

Capital employed 2172.43 2138.24 2078 .71 

N et worth 1664.78 1701.95 1743.78 

NOTE- (I) Capita l employed represents the mean of the aggregates of opening 
and closing balances of paid-u p capital, reserves a nd surplus (other 

·- ..._ than those funded and backed by investment outside), deben­
tures a nd bo rrowings. 

(2) Net worth represents the paid-up capital plus reserves and surplus 
fess inta ngible assets. 

2. 07. (a) Working results 

The following table gives the working results of the Company 
for the three years up to 1979-80 : 

1977-78 1978-79 1979-8 0 
(Rupees in lakbs) 

Gross income 149.47 153.21 204.07 



1977-78 1978-79 1979-80 

(Rupees in lakhs) • 
Expenditui:e 

-Sala rie3 and other expenditure ~ 39.33 ~ 41.68 I 50.25 ,. .., 
- Tnt <!rest on loans and debentures ~ 40.63 40.03 - 3~-2.._ 

- --
Total 79.96 81.71 84.44 

Profi t before tax 69.51 7 1.50 119.63 

Provision for tax 22.00 18.75 37.47 

Profit a fter tax 47.51 52.75 . 82.16 
(per cent) 

Percentage of profit a fter tax to 

-Paid-up capita l 3.3 3.7 5.7 

- Capital employed 2.2 2.5 l. 4.o 

- N et worth 2.9 I 3.1 ' 4_.~ 

The progressive increase in the profits was attributed by the • 
Management (June 1980) to increase in the dividend on shares 
held in the assisted companJies, interest earned on surplus funds 
kept in call / fixed deposits with banks and interest received on 
deferred premium on land allotted under the scheme for develop­
ment of industrial areas, as indicated below : 

1977-78 1978-79 1979-80 

(Rupees in lakhs) 

Particulars 

Dividend s from assisted companies 27.24 32.25 40,6'"0·- · 

Interest on deposits with banks 33.31 27.70 23.00 

Interest on deferred p remium on land 41.71 61.03 82 .54 

--- ---
Total 102.26 ~ 120.98 146.14 

(b) Cash kfanagement r:4• "": .. -~ ·~ ~~ 

, uJ 

The Company had, during the 4 years up to 1979-80, drawn 
Rs. 565 lakhs as share capital and Rs. 155 lakhs as loans from the 
State Government for financing its activlities. It would be evident 

~ 
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from the table below that the bulk of the funds were not required 
and were placed in fixed/ call deposits with the banks : 

Drawal s during the Total Amount Percen -
Year year (Cu mu- in fixed tage 

lativc) call 
Share Loan s deposils 

l:apital at year 
end 

(Rupees in lakhs) 

l 976-77 555.00 80.00 635 395. 14 112.2 

1977-78 75.00 710 -l16.97 58.7 

1978-79 8.00 718 412.99 57.5 

1979-80 2.00 720 299.56 4 1.6 

On 7th March 1979, the State Government instructed all 
Government Companies to open Personal Ledger Accounts (PLAs) 
with the Treasury and to deposit therein all surplus Government 
funds (drawn as loans or share capital), from which funds could 
be withdrawn according to requirements. Moneys held in fixed 
deposits were to be withdrawn in due course and deposited into 
the PLAs. It was noticed, however, that a sum of Rs.57 . 50 lakhs 
was re-invesred by the Company in fixed / term deposits during 
June- October 1979 for perioJs rauging from 3-12 months. 

While the Company had not sought any relaxation of the 
instructions, the M anagement stated (May 1980) that it would not 
be appropriate to deposio the amount of interest bearing loans into 
the PLA (without any return). It was stated further that avail­
ability of funds from banks had to be ensured for equity participa­
tion on ·private placemenn' basis, undenvr,iting, term loans, etc. 
ior the Company's joint sector projects and that the banks had also 
issued guarantees for heavy amounts on the Company's behaU 
against fixed deposit receipts. It was noticed, however, that while 
bank gurantees had been obtained only from 3 banks, tht fixed 
deposits were held by 16 banks. 

2. 08. D evelopment of industrial areas 

(a) Introduction 

Mention was made of the working of the scheme of develop­
ment of industrial areas in paragraph 31 (Section IV) of che Audie 
Report (Commercial) for the year 1973-74. 

... 
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In .Jul11 1974, the Company introduced a schetne of building 
sheds in the inaustrial areas for the seLt ing up of industrial units 
by entrepreneurs. The Company also took up the construction of 
additional facilities (1975-76) like central buildings, hostels, pol ice 
outposts, labour quarters. bus sheds and street lighting etr in tr c: 
areas. 

The construction of sheds is undertaken by the Company on 
its own initiative and also against firm demands of the entrepreneurs. -
The plots are allotted on 90 years' lease and the sheds are s">ld "n 
hire-purchase basis. 

Lease rent for the plots is payable a t a flat ra te of Rs. 250 per 
hectare per annum for the first, 30 years. R s. 370 for the next 30 
years and R s . 560 for the lasL 30 years. 

Premium is ca lculated on the basis of the d irect and indirect 
costs jncurred on the plotted area. 10 per cen t of the prdmium 
(15 p er cent in the case of ihdustrial areas at Loni Road , Meerut 

Roa<l, Sali.il1>abad R oad and Secror XXII and Loni industrial estate 
of Ghaziabad ) is payable 90 allotment and the balance in 8-10 
~mnual instalmeflts commencing 2 years after l1he allotmen t (with 
in terest at 13-15 per cent per annum and a rebate of 2-3 per cent) 
depending on location of areas where the plots / sheds are situated . 

In respect o f the sheds the selling price broadly covers the 
expenditure on construction (including interest, during construc­
tion) and administrative changes a t 12. 5 per cent and oth er 
miscellaneous charges at 3 per cent of the direct costs. 

(b) Utilisation of land 

(i) OuL of 15002.2 <rcn~s (6-071 .3 hectares) of land (35 
industrial areas) in the Company's possession , conveyance deeds 
li ad been executed or 13224. 7 acres (5351 . 9 hectares) up to 31st 
March I 9hl. The ba l<lncc or 1777 . !) acre. of land For which con­
veyance deeds were pending includes 1154 . 50 acres taken over in 
1974-75 and 1976-77. Up to 31st March 1980 the Company had 
·incurred an expenditure of Rs . 85 . 92 lakhs on the development, etc. 
of this land ( l 777. 5 acres). 

The Management sta ted (April J 980) that the delay in the 
execution of deeds was mainly due t10 disputed cases besides those 
pending with the State Government for finalisa tion. 

(ii) The Company had taken possession of 15002 . 2 acres of 
land against payment of R s . 8. 66 crores by way of compensation 
and spent Rs. 10 . 60 crores towards d evelopment charges up to 31st 
March I 980. Out of this 9725 acres of land had been developed 
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µp to 31st March 1980 at a total cost of ~- 10. p2 crores (excluding 
the cost of l_and : Rs. 7. 96 crores). On 1206. 5 acres . .out of the 
balance 5277 .2 ap-es 9£ l.~n~l, the ComBany had spent Rs.51 . 17 
lakhs towards development during the 4 years up to ~97~-80 ~ 
indicated below : 

Area of Expenditure on development 
Area land Cost or Tota l 

acqu ired la nd 1976-77 1977-78 1978-79 1979-80 
in 

1976-77 rRu pees in lakhs) 
(acres) 

Faizabad 104.00 4.59 ~ 0.01 0.37 5.49 2.47 12.93 

Jagdispur 992.50 37.20 14.76 19.05 0.27 (- )0.J 3 71.15 

Muzaffarnagar l 10.00 19.52 0.05 3.41 2.05 3.37 28.40 
--- ---------

1206.50 61.31 14.82 22.83 7.81 5.71 112.48 

In Jagispur (Sultanpur) a total expenditure of .Rs.71. 15 
lakhs (including cost of land : Rs.37 . 20 lakhs) had been incurred 
when all the major entrepreneurs who were earlier interested in 
setting up industries dropped their proposals (June 1977) . As a 
result, the Company had to stop further development work 
(November 1977). The Management stated (June 1980) that 
the State Government had constituted a High Power Committee 
(April 1980) to examine and advise about the tvpe of industries 
which could be set up in the area. Decision of the State Govern­
ment on the Committee's report (Tune 1980\. was still awaited 
(Mav 1981) ·. The entire investment of R s.71 . 15 lakhs had 
proved unfruitful so far fSeptember 1980): b ec; ide-c; unutilised 
road materials worth Rs. l . 05 lakhs were Jvin g· at the site since 
November 1977. 

In addition. the Comoany had arn uiroo . durinP" Tnlv-October 
1976, 11.26 . 37 acres of land (Rs. 11 . 91 fakhs) at PrataoO'arh (98 
acres : Rs.6 . 30 lakhs) . Moradab<id (34 . 76 acre-c; : R s.2.99 lakhs) · 
and Lalitour (99~ . 6 l acres : Rs.2.fi.2 1akhs1 For th e i;nPci fi c use 
of 3 units and the .l and was leased out to th em without any 
rlevelopment. · ----. 

In the case of 99~ .6 1 acre<; aco uirerl ar a rnst of Rs.2.62 lakh c; 
on 20th Octob er ] 976 for a L 1li;t n11r u nit. 1bc lancl \\<lS tra nsferred 
to the unit on 24th Tanuan· 1977. The unit had ne ither made 
any payment towards the cost of l<in(l nor compl~ted the oroiect 
·work scheduled for completion ·w!thin 3 vears as oer the terms set 
bv Government for the acq uisition and t r a.nfer of land to the 
Company. No action had been taken to recover the dues or to take 
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back the land (May il:>81) . The Management stated Uune 1980) 
that economic rent will be payable by the unit from the date of 
expiry of one year from the date of commencement of commercial 
production. 

(iii) As against <:fi25 acres of land developed up to 1979-80 
the progress of plotting and allotment is indicated below : 

Plots Area ; 
(in acres) 

Land plotted 5637 7203 
Plots allotted 3455 4635 
In production I 063 2624 
Under construction 703 980 

The remaining 2182 plots (2568 acres value : Rs.14. 69 
crores) were awaiting allotment on 31st March 1980. No work 
was started by the plot holders on 1689 plots (1031 acres) allotted. 
T he slow progress in the utilisation of the allotted plots was attri­
buted by th e Management (April 1980) mainly to unsatisfactory 
power supply and shortage/non-supply of raw materials. 

(iv) Up to 31st ·?\larch 1980 th e Comnan had constructed 
291 sheds at a cost oF Rs.1 11. 23 lakhs of which 225 sh eds (value : 
R s. 142 . 56 lakhs) h<ld been allotted leaving a b alance of 66 sheds 
(value : about Rs .. 58. 05 lakhs) which were awaiting- allotment 
(March l 9RO) . Entre preneurs h ad mrn rnenced proch1cti0 T1 on 106 
out o f 225 sh eds allotted. 

(v) The Cornpc.ny h t1<l 11 p to 197Q-RO comtn1cted 19.8 residen­
tia 1 CJtrnrt·ers for ,..,·orkers helong-inf)' tn the econo111ir;-i ll v weaker 
~ections (E, .VS) and 16 For the1 lower income grou ps (LIG). 

The table be}m,· indicates the pro!!ress of construction I 
allotment of quarters tog·ether with the expenditure incurred there­
on 11 p to 1979-80 : 

Station 

Sandi la 

5andi la 

Unnao 

Sikandrabad 

Total 

N umber of quarter 
constructed 

Date of Number of oua r­
comole- ters a llotted 

t i on 
EWS LTG Tot;i l EWS l.TG 

36 16 52 Sentemher 
1977 

20 20 January 
1979 

:'3 53 Ma rch 
1979 

29 29 October 
1979 

---- --- --
138 16 154 36 --

(Ruoces 
in lakhs) 

4. I 1 

1. 17 

r. '.\.')9 

10.38 

r 
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1t will be seen thal only % (23 p er cen t) out of 154 quarters 
had been alloued so far (March 1980) . 

(vi) There were delays in effecting recoveries Crom defaulting 
lessees/ alloLtees and in initiating legal action for the purpose. In 
the industr ial areas of 3 regions the overdues as on 3 l st March 1980 
amounted to Rs.176.46 lakhs from 1039 lessees / allottees as indi-

- ·cated below : 
Number of defaulters Airra G haziabad Lucknow T o tal 

109 729 201 1039 
(Rupees in !akhs) 

Premium overdue 3.60 69.77 22.32 95.69 

Interest overdue 7.30 54.69 18.05 80.04 
----

Total overducs 10.90 124.4 6 40.37 175.73 
---

No rr:-Lease rent overdue in respect o f Agra and G haziabad were not available. 
Lease rent overd ue in respect of Lucknow was Rs. 0.73 lak h. 

T he following is the year-wise break-up of the overdues : 

Ycai Agra Ghaziabad Lucknow Tota l 

Nu mber Amount Number Amount Number Amount Number Amou nt 
of due of due or due of due 

default- (R~pees default- (Rupees 
ers tn ers m 

defau lt- (R upees defau lt- (Rupees 
ers in crs in 

lakhs) Jakhs) lakhs) Ja khs) 

U to l i77 8 'i ~ 2.61 270 . 80.59 l52 34.19 507 I 17.39 

1978 Nil Nil 54 14.37 13 1.92 67 16.29 

l979 14 7.66 373 26.38 30 4.26 417 38.30 

1980 (up 10 0.63 32 3.12 6 0.73 48 4.48 
to 3 I st 

--- March) 

To ta l 109 10.90 729 124.46 201 41.l O 1039 176.46 

Listed below are two illustrative cases of default 

(i) T hree plots were allotted to an en trepreneur in U nnao 
area in April 1972. The un it failed to pay even the fir st 
instalment due in April 1974 and the total dues increased to 
R s.9 . 11 lakhs (including interest : Rs.4. 33 lakhs) as on 
3 l st \1arch I 980. Re-scheduling of Lhc debt was llnder 
consideration by the Co mpany ( farch 1981) . 
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(ii) An en trep reneur was allo.tted a plot in industrial 
area, Kan pur (December 1973) and the fi rst instalment 
was due in December 1975. T he party continued to 
default in payments and the amom1t overdue i ncreased to 
Rs.O. 53 lakh (including interest : Rs.O. 30 lakh) up ·to ,, 
August 1977. T he party req uested thaL in terest be _ 
charged from the date of provision of facil ities (like tele.: __ 
phones, security. power su pply and approach road in the 
area) and not from the date of allotment. Inter est amounting 
to Rs.O. 23 lakh due from December 1975 to September 
1976 was. as a special case. waived in Auirnst 1978. The 
par ty. h owever. contin ued to default and the amount over-
clue for recoverv had increased to R s.O . 77 Iakh (including 
interest : Rs .O. 09 lakh) up to February 1980 . 

( c) Adjustment nf fnn ds in accounts 

T he Company had spent R s.19 . 26 crores on the acq uisit ion of 
land and development of ind ustrial areas (includin g- constru ction 
of sheds) uo to 3 J st March 1980. T he Companv had received 
Rs.2 . 58 lakhs as subsidv from Government and Rs.617 . 68 lakhs ~ 
as premia an the allotted plo ts and sheds. Rupees 12 . 21 lakhs 
received ;i<; premia and earnest monev had been forfeited . These ,-. 
receipt~ (Rs.ti . 32 crores) were set off a!rn inst the outlav on the 
scheme and the ha lanre amount of R s. 12 . 94 crores was shown as 
current ?ssets in the Comoan v's Balance Sheet (March 1980) . 
While the amoun ts received as interest on premium and lease 
rent (Rs.1145 . 47 lci kh s) clllrin Q· the period 19n-74 to 1979-80 
were (ICCo unted for :l'i income in the profit and loss (!Ccoun t. the 
amoun ts of overd ue premia and rent and interest accru ed thereon 
were . however. not hrorni-ht· into acc0unt. The financial results of 
the scheme had also not been worked out. 

( d ) O ther points n f in terest 

Some other aspects of th<> scheme For development of indus­
tr ial areas are deal t with below : 

(i) In Tune 1976 the Company decided to t"ke up. as 
rle posit " ·orks, the development of infra structural facilities 
for complexes se t up b other Government companies / 
departments . Up to i\tf ar ch 1977 the Compan had con s­
tructed l tl sheds in Kashipur industria l estate. for the hosiery 
complex sponsored by the Industries Departmen t at a cost 
o f R s.6 . 50 lakhs met from its own resources as the Industries 
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Department did not have any lmdgeL provision for it. After 
completion in March 1977 these sheds were handed over to 
the Industries Department in August 1977. According to 
the scheme for the complex, 10 per cent of the cost was to be 
deposited by the entrepreneurs and the balance of 90 pe~· cent 
finance was to be made available to the entrepreneurs b y 
the Uttar Pradesh Financial Corporation (UPFC). Against 
the expenditure of Rs.6. 50 lakhs incurred by the Company, 
it had received only Rs.O . 90 lakh through UPFC (1978). 
T he delay in recoupment was due to the fact that the cost 
of construction worked out to Rs.44 per sft as against Rs.27 
per sft for similar construction by private entrepreneurs in 
the same area. The Management stated (April 1980) that 
the connected records had been seized by the Vigilance 
authorities and that action for recover y would be taken after 
these arc released by the Vigilance Department. 

(ii) In pursuance o( a decision of the State Government 
(1 976) that all fo undries in Agra city should be shifted 

Lo a new site to be developed, the Company acquired 
167 . 79 acres o( land in n.vo villages (N avaich .VIustq il and 
Etak Savodshar) in Agra district and Look possession of the 
land in October/ November 1976. Pan payments of 
Rs.3. 09 lakhs and Rs.1 3 lakhs were relea ed by the Com­
pany in August 1976 / August 1977 respectively towards the 
final estimate of compensation (Rs .53. 67 lakhs) . T he 
compensation included, inter alia, the cost of land (Rs. 17.l 0 
lakhs), cost of buildings (Rs.23. 87 lakhs) and interest at 
6 per cent on the cost of land from the date of possession 
to the date of payment (R s.l. 58 lakhs). T he Company 
could not take possession of the constructed portion as the 
owners \\·ere not ready to part with the buildings and had 
in some cases obtained stay orders from the courts. The 
development of the area was, therefore. :restricled to the 
vacant portion of the land only and plots measuring about 
11 acres were not allotted (September ] 981) . T he report 
of the committee constituted by the Company (December 
1977) to consider reconveyance of the existing buildings to 
erstwhile owners is awaited (September 1981). 

(iii) A scheme for the establishment of a leather com­
plex at Unnao was sponsored by the U. P . Small Industries 
Corporation Ltd. The work of construction of 20 sheds 
(including development bf land) was taken up by the Com­
pany (November 1976) on behalf of the entrepreneurs on 
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the basis that the cost of the sheds would be reimbursed by 
UPFC at the time of disbursement of the first instalment of 
loan to the entrepreneurs. For this, the lease deed was 
required to be transferred to the UPFC for an equitable 
mortgage in its favour. 

T he Company had spent Rs.29. 76 lakhs on the sheds but .... 
the reco, ·ery of dues was delayed due to controversies raised __ -.. 
by the entrepreneurs regarding the cost of sheds, computa-
tion of interest on capital, etc. and in most cases the cost of 
land, sheds and interest accrued thereon had exceeded the 
loans sanclioned. T he UPFC had agreed (August 1979) 
to disburse the loans on the condition that the Company 
would indemnil y it against any future claims in respect o( 
the sheds. This was agreed to by the Company (Decem-
ber 1979) in order to save the entrepreneurs from further 
burden of interesl. 

As on 3l sl December 1980 in respect of 14 oul of 20 sheds 
constructed, the amount recoverable was Rs.11 . 30 lakhs 
(U. P. Financial Corporation : Rs.8. 78 lakhs and entre­
preneurs : Rs.2 . 52 lakhs) . The dues in respect o( the 
remain ing 6 sheds had not been " ·orkerl out by the Com­
pany (Mai-ch 1981). 

2. 09. Underwriting of sha1 es 

(a) In pursuance o l its objectiYes. the Compan y undenvrites 
public issues of shares by public l imited companies mainly to help 
promotion and estab lishment of manufacturing units within the 
State. 

Up to 31st March 1980, the Company had underwritten the 
shares of 51 units worth Rs.610.48 lakhs (out of issues aggregating 
Rs.4966. 18 lakhs) and was called upon to honour these obliga tions 
to the extent o( Rs .486 .47 lakhs. 

(b) The Roard of Directors had decided (May 1963) that 
the maximum amount underwritten in each case should not 
exceed 20 per cent of the total capital to be issued. This limit 
was exceeded by the Company in 11 cases and the amount under­
written varied from 21 . 1 to 37. 3 per cent. In 6 cases the value 
of shares which the Company had to accept in view of the 
underwriting obligations exceeded the limit of 20 per cent and 
the percentage varied from 20 . 5 ~o 36 . 2. 

Tl1 e M a11 age men t stated (June 1980) that the Board sanc­
tioned assistance to units on merits and was competent to raise this 



23 

limit ; however , in respect of two units re-purcHase ag reem ents 
wer e execu ted to cover the excess over the limit. 

H owever, the Board of Directors had clecided ( \l ay 1980) tha t 
for underwriting of shares Lhe Company should ad here to a maxi­
mum Limit of 15 per cent as was being followed by the Pradcshiya 
Industrja l and Inves tment Corporation of Uttar Pradesh Limited . 

(c) T he market \'alue of the shares helcl hy the Com pany 
in 51 companies as on 3 l st 1\[arch 1980 was as under : 

Type of shares 

(a) Quoted 
-Below par 

Equity 
Preference 

- At or a bove par 
Equity 
Preference 

Number 
of 

companies 

14 
5 

19 

12 
2 

14 

Face Market Gain (+)! 
value value Loss (- ) 

(Rupees in lakhs) 

68.68 37.93 (- )30.75 
34.10 29.56 (- )4.54 

---
102.78 67.49 (- )35.29 

162.88 534. 10 ( + )371.22 
18.83 I 8.87 (+)0.04 

---
18 1.71 552.97 ( + )371 .26 

..J. (b) N ot quoted 

, 

Equity 
Preference 

12 
34 

46 

54.48 
I 59.33 

213.8 1 

The Companv had received bom1s eciuit y shares of the value 
of Rs.44 . 04 lakhs (\ f arch 1980) from g un ite; (in \'estment : Rs.79.19 
lakhs). The Company h as also acriuirr.cl ri?"ht<; cci uity sh ares of the 
value of Rs.13. 9,1 lakhc; in 5 units. 

(d) The de tai l'> of dividendc; received hy the C:omoany dur­
ing- th e three yearc; up to 1079-80 in re<;pect of share<; purch ased 
as an underwriting obl irra t ion are given below : 

1977-78 1978-79 1979-8 

N umber of units 50 51 51 

C a pital subscribed by the Company (Rupees 493.51 500.41 498 .304' 
in lakhs) 

Nu mber of units from whom dividend reccivcci R 8 11 

Amou nt of dividend received (Rupees in lakhs) 27.24 32.25 40.60 

Percentage of return on total investment 5.5 6.4 8.2 

•Includes b onus shares received bythe Company. 
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(e) Off-loading of shares 

The Companv revi<"wed its policy for sale/disposal of shares 
(October 1970) and decided that it should raise its financial r e­
c;ources by selling. in small lots, its holdings quoted above their face 
value provided thf' amounts realised conld be invested to fetch 
better returnc; or for new investments thrornrh underwriting. A 
mb-committee was constituted by the Board in September 1975 to 
examine the matter on a prioritv basis ;md give its recommenda­
tions to the Boarc-l : no meeting of the sub-committee was. however , 
held. After a further re,·iew in September 1978 the T3oard decided 
that institutions mch ac; LTC. UTI. IDBT. e tc. shoukl be consul ted 
for guidance in t·h is regard. 

On the basis of these comnlt::1 tions the guidelines were ap­
proved bv the Board <Tanuarv 1979) and it ·was decided th at each 
case of disposal of shares would be considered on merits having 
regard to these ir11 id elines. 

However n()nc nf thP sh<lreholdings (eciuitv or preference), 
except those cov<'rcd hv the re-nnrch ase agreements wi th certain 
units, harl been clisnn'.ircl of h \' the Company so far. The Board 
had also <lecidC"d (l;lnuarv 1 CJ7fn on th e c;etting np of ::i c;Pnaratc 
cell for the manaq:e menl of the shares non folio: the cell ha<l . how­
ever . not b een set 110 so far (Tanuary 1981). 

(f) U111?ro fitnl1le. ~1inrPholrlirtl!.S 

mg 
A r eview of the r:onm:rnv's c;h?reh olrlirnrc; revealed the follow-

(i) Th<' r.omnanv deciclf'<l (November 1 %5) to under­
write ecwitv ~h::ires for P s.5 lakhs (ont of an issue of Rs .60 
fakhc;) <incl prrrt>rcnce c;harec; for Rc; .. 11 lakh s (out of an issue 
of Rs.17 .. 110 hkhs) offerf'cl for public c;uhscription hv an 
industria l unit incorpor:ltr<l (N ovf'mher 1964) for the set­
tin!! up of ;i c;tt>e] fonndrv at M1m1ffarna2·ar with foreign 
technical collaboration. Tn pursrnmre of the nn<lenvriting 
obligation t he Comn;mv had to accept sh;irec; worth Re; 9.95 
lakhs (eouitv shares : Rs. -1 98 lakhc; and prcf rrrnce c;hares : 
Rs .4 97 lakhc;) . 

The n n it went into commercial proc111rtion in Tanuarv 
1968 without thP forPign colbhorator'c; asc;ic;tance During 
the period of I 0 years up to December 1977 the unit could 
produce 0nly 4 ,228 tonnes of cac;tings as against its imtalled 

... --



capaciLy ol 5,000 tonnes per annum. As a result of consis­
LCHL UllUCL UUli::.ctLH.Jll UI 1.he pidul capaClL), Lllc llllll rncur-

). red loi,i,cs auu agam:,t Lhc paui-up capnal ul h .:,. / / . 60 lakh~ 
the accumulatcu 1ul>l>, as on olst 1Jecem1Jer l!:J11, amounted 
to Rs. B!:J lalhs . .. 

U1e 1mauua1 imLitut1011s mvoh<.:d revicwcu the working 
ol the unit (1· cbruary Hl'i 'i) and coudu<lcd that the prob­
lem oi the unit caused by madeq uacy oi power had oeen 
iurthcr aggravated by the inexperience 01. the p1omoters, 
lack ol prnpe1 teduucal and adnunistrative personnel, d1 ver­
sion oi production capacity for the manuiacturc oi ingots 
rather than steel castmgs, irequent break-down 01 almost 
all eq uipmem, mability ol the promoters to mobilise ade­
quate working capital and the failure to utilise the techni­
cal assi5tance from the loreign collaborator. In July 1977 
the High Court appointed a receiver for the mortgaged 
assets oi the unit and ordered the sale ol the mortgaged 
assets (May 1979)_. _ __...A\, 

Since the proposal of a party for the transfer of equity 
and preference shares held in the unit to it and/ or its 
nominee at 22 per cent and 30 per cent respectively o[ the 
face value was approved by the financial institut10ns, the 
Board decided (March 1981) to sell the Company's share­
holdings Lo the party on these terms involving a loss of 
Rs.7. 36 lakhs. The sale o[ the shares had, however, not 
been effected so far (May 1981) . 

---

(ii) Out of an issue of equity shares for Rs.35 lakhs by 
a pipe manufacturing company to implement its project at 
Agra for the manufacture of soil pipes (in collaboration with 
a foreign firm) the Company decided (November 1962) to 
underwrite shares worth Rs.3 lakhs. Subsequently, since 
the other underwriters backed out the Company agreed to an 
additional undewriting of preference shares for Rs .6 . 50 
lakhs (June 1967 / March 1969) out of an issue of Rs.10 
lakhs. As a result, the Company had to subscribe to equity 
shares of Rs.2. 80 lakhs (October 1963) and preference 
shares of Rs.6 . 4 7 lakhs (October 1969) . 

, 

The company sustained heavy losses. Against its paid­
up capital of Rs.44 . 58 lakhs, the accumulated loss as on 
31st December 1978 was Rs.92 .85 lakhs. 
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While processing the case for underwriting the second 
instalment of preference shares (Rs.2 . 50 lakhs) the Board 
had considered ( i\Iarch 1969) the shortcomings in the work­
ing of the company, viz. poor quality o[ products, heavy 
rejections, inadequate financial stakes of the Managing 
AgenL/ Directors etc., and the Board had decided to under­
take the additional obligation (Rs.2. 50 lakhs) besides. ex­
tending the validity (u p to June 1969) in respect of the 
previous obl ig;ltion I or preference shares (Rs.4 lakhs) on 
the ground that the management o( the unit had changed. 
The changed management was also not successful and ulti­
mate]) the financial institutions decided to recall their out­
standing dues (i\lay 1979) and the assets of the unit were 
auctioned for Rs. l 0. '.~5 lakhs (October 1979) . The Com­
pany's in vestrnen t of Rs.9. 27 lakhs was lost. 

(iii) ln June 1977 the Company agreed to underwrite 
the entire issue of preference shares of Rs.7 . 50 lakhs by a 
company ol Lucknow for setting up a vanaspati plant 
(50 tonnes per cla)) near Amausi (Lucknow) . The Com­
pan y had to subsu ibc to shares of Rs.7 . 47 lakhs. 

The comp;my did not function satisfactorily and against 
the paid-up capital o[ Rs.35. 98 lakhs its accumulated loss 
up LO Ncne111bcr 1 !171 amounted to Rs.33. 63 lakhs. There­
after, it d id not I urnish it s accounts to the Company. Ulti­
mately the assets of the unit were auctioned for Rs.40 . 50 
lakhs (October 1977) . The concern is under liquidation 
(May 1980). 

(iv) Jn J 96;{ Lhe Company agreed to underwrite equity 
and preference sh;nes to the extent of Rs.10 lakhs (out of 
Rs.105 lalhs) aud Rs.5 lakhs (out of Rs.10 lakhs) respec­
tively for the selling up of a factory for the manufacture of 
precision incl:islrial fasteners at Anugarh Nagar (Morada­
bad) . The underwriting liability of the Company was 
de termined at Rs.9. 92 lakhs and Rs.4 . 92 lakhs in respect of 
equity and prcf e1 cnce shares respectively. The Company 
fi.irther subscribed to rights equity shares worth Rs.3 lakhs 
(1972) . The implementat ion of the project was delayed 
and the project cost escalated from R s. l I 0 lakhs to Rs.200 
lakhs, and then to Rs.'.'172 lakhs (August 1977) . 

The unit went in to production in April 1978 but largely 
remained closed and there was no production during 
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1979-80 due to the hostile and non-co-operative attitude of 
the promoters. In consequence o[ an application filed by 
a financial institution and the unit in the High Court, a 
receiver was appoinLed in December 1979. Further deve­
lopments were awaited (April 1981). 

(v) The Company had underwritten (September 1971) , 
the entire issue ot Rs.4. 60 lakhs in preference sh ares of a 
company o( New Delhi promoted in November 1970 for 
setting up a project lor the ma11ufacture of malt at Ghazia­
bad. l n view of Lhe underwriting obligations the Com­
pany had to subscribe to shares for Lhe en tire amount. 

The unit starte<l commercial production in July 1974 but 
suffered from marketing problems and acute shortage of 
working capital. T he unit sustained losses and the accumu­
lated losses as on 31st December 1975 were Rs.12 . 93 lakhs 
as against its paid-up capital of Rs.21 ~akhs. 

By the winding up order o( the lligh Court. Delhi, an 
official liquidator was appointed in December 1977. There 
is little chance of the shareholders getting \(lny money 
because the disposal of assets is not likely ro cover even the 
dues of the st>curecl creditors. 

(vi) T he Company had not made any provision for the 
likely loss in respect of its investment amounting to Rs.31. 29 
lak hs in four units where the accumulat ed loss had amount­
ed to Rs.278 .41 lakhs as against their paid-up caP11tal of 
Rs. l 7 8. 89 lakhs. 

(vii) T he table below indicates the work ing results of 
7 other units in which the Company had invested Rs.46.34 
lakhs. The units with an aggregate paid-up capital of 
Rs .281. 62 lakhs (and reserves of Rs.1J 8. 71 lakhs) had 
accumulated losses amounting to Rs.596. 59 lakhs (1976-77 
and 1977-78). ~ 

Year of Total Accumulat- Net Company's Remarks 
accounts paid-up ed losses worth investment 

capital and intan- in shares 
and gible assets 
reserves 

(Rupees in lakhs) 

A 1977-78 11 7.50 
(54.71) 

173.34 (- ).55.85 11 .94 With a change in 
management 
the unit made 
a profit (Rs. 
2.48 lakbs) 

in 1977-78. 



28 

Name Year Total Accumu- Net Company's Remarks 

of the of paid-up lated worth investment 

com- accounts capital losses and in shares 

pany and intangible 
reserves assets 

(Rupees in lakhs) > 

B 1977-78 72.78 104.34 (-)31.56 9.95 The un it suff- /"-

(14.47) ered due to 
power problem 
and is cl osed 
since 1976-77. 

c 1978 70.88 95.83 (- )24.95 9.32 The unit suff-

(1.21) ercd due to 
marketi ng 
problems a nd 
shortage of 
fund s. 

D 1977-78 35.50 61.06 (-)25.56 8.88 The unit in-
curred losses 
due to powe r 
cuts and under-
utilisa~ion of 
capacity, pau- '-'-i 
city of fund s 
a nd increased .\. 
la bour cos ls 

a nd overheads. 

:E 1978 17 .24 59.69 (- )42.45 2.50 A sum of Rs. 

(0.29) 10.04 lakbs 
(including in-
terest: R -; . 5.87 
lakhs) was also 
due from the 
unit (February 
J 980) against 

a term loan 
of R s. 5 lakhs 
(May 1969). 

An industrial 
unit of Gha-
ziabad which 
had shown ... 
inte rest (March 

_1980) in tak-
1ng over the 
unit on lea~e 

for one year 
had been asked 
to submit a 
detailed pro-
posal (January 
J 981.) 



' 
, 

---
,. 

29 

Name Year of Total Accumulat- Net Company's Remarks 
of the accounts paid-up ed losses worth in vestment 
com- capital and intao- in shares 
pany and gible assets 

reserves 
(Rupees in lakhs) 

1' 1977-78 71.52 75.0t (- )3.52 1.99 The unit suff-
(46.52) ered due to 

inadequate 
working 
capital and 
increased costs 
of coal and 

G 1976-77 14.92 
power. 

27.29 (-)12.37 1.76 The unit is 
(1.51) lying closed 

since 1976-77 
due to dis-
connection of 
power by U. P. 
State Electricity 
Board. 

Note--Figurcs in brackets indicate the reserves and surplus included in 
the tot a I figure. 

2 . 10. Bridging loans ,- · - ~ .... -:, 

fo December 1975 the Company approved a scheme of pro­
viding short-term finance to entrepreneurs who . were sanctioned 
loans by the U. P. Financial Corporation (UPFC) and/or the 
P.radeshiya Industrial and Investment Corporation of U. P. Ltd. 
(.PICUP) to cover thei gap between the sanction an~ actual dis­

bursement of loans by the financial institutions. The guidelines 
pro' icled inter nlin, that the quantum of bridging loans would 
normally be restricted to 25-40 per cent of the loans sanctioned 
by UPFC an<l / or PICUP. The UPFC/PICUP would directly 
repay the Company the amount of the bridging loan (and interest 
thereon) agaimL letters of authorisation to be furnished by the 
entrepreneur alongwith the confirmation of the financial institu­
tions. Interest on short-term loans for 3 months was to be 16 
per cent for districts declared as backward and 18 per cent for 
other <listricts (subsequently reduced lo 14 ancl 16 per cent res­
pectively) with a r ebate of 2 per cent for timely payments. 

Up to 31st March 1980, the Company had sanctioned bridging 
loans aggreQ;al ing Rs. 838 . 02 lakhs to 31 un its against which 
Rs. 649 . 45 lakhs had been disbursed to 24 units. A sum of 

~ Rs. 14 3 .12 lakhs (includ ing Rs. 3.99 lakhs on account of interest) 
~ was overdue for recovery from the units on 31st March 1980. 
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Some of the cases of default are deal t with below : 
(i) A bridging loan o( R s. 15 lakhs for margin money for 

working capital (not covered by the guide! ines) for 6· months 
(with interest at 16 per cent) was sanct ioned Lo a unit in 

December 1977 against the guarantee of a nationalised bank. 
T he repayment of the loan clue jn .July 1978 was extended 
up to Septem ber 1978. The un it r epaid R s. 14.34 lakhs 
(including interest : Rs 1.68 lakhs) in September 1978. As 
on 3 l st March l 980, a sum of R s.2 . 91 lakhs (including 
in terest : Rs . 0 . 57 lakh) was still outstanding. The time for 
repayment of the balance amount was extended up to 30th 
June 1980, against a bank guarantee. 

(ii) A bridging loan of R s.24.50 lakhs for 6 months (with 
in terest at 14 per cent') was sanctioned with the approval of 
the Board (March 1978) to a join t sector project of U . P . 
Export Corporation Ltd. (U PEC) which was not covered by 
the approved gu idelines. T he loan was to be repaid by tTie 
unit ou t of the public issue, (September 1978) and repay· 
ment was gu aranteed bv the UPFC. The due date for 
repayment (October 1978) was extended up to .January 1979 
and ag;a in u p to September 1979. T he u nit had, h owever, 
repaid only Rs. I] . 25 lakhs (inclu<l ing interest : Rs.5 . 90 
lakhs) an.c' a n amount of Rs.20. 57 Jakhs (including in terest : 
Rs. l . 41 lakhs) was outstanding as on 31st March 1980. 

2 . 11. Joint sector' projects 
(a) In October 1970, the Company in trod uced a scheme for 

the setting up of joint sector projects. Un <ler th e scheme, 51 p~r 
cent of the share capital was to be subscribed hv the Company (26 
fJer cent ) <1ncl th e collaborators/ associates (25 per cent) and the 
balance 49 jJer rent was to be offered for pu blic subscription. 

The following table indicates the pos ition in r egard to these 
projects up to 31st March 1980 : 

Number of letters o f Pro iect Number of Ex nendi-
Up to 3 1st March intent Cost projects tnre 

(Runees take n up incurred 
Applied R eceived in crores) by the 

fo r Company 
(Runees 
in lakh c;) 

1977 60 35 229.52 25 92.73 
1978 6'i 39 238 .80 30 130.94 
1979 65 39 238.80 32 182.25 
1980 70 40 239.82 44* 229.91 ---- ------ -----

* In clu ies pr ijcct t'lke n up in es tablished units on the b a11is of reg istration 
cert ificates. 

' · 
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The P?sition of the projects taken up and the Company's invest· 
ment therem up to 1979-80 was as follows : 

Number Amount 
invested 
(Rupees 

Projects for which companies have been incorporated 
In production 4 

in lakhs) 

141.97 
Under construction 7 80.71* 

Projects under implementation 
Dormant projects 

15 4.88 
I 

P rojects given up 
0.32 

17 2.03 

Total 44 229.91 

( b) The table below indicates the position of some of the joint 
sector projects set up by the Company up to 1979-80 : 
Name of D ate of Paid-up Investments by Shortfall Products 
the uni t incorpo- capital in to b e 

ra tion Company Colla- Others collaborator's manu-
borators share factured 

(Rupees in lakhs) 

UP Ins- January 
t ruments 1975 

Lld., 

27.50 17.50 10.00 3.47 Water meters, 
speedo­
meters, 
magnetos I ucknO\\ 

T he uni t (a State Government concern) was taken up (51 
per cen t) in collaboration with Scooters India Limited (49 
per cent). 'While tht Company was contributing towards 
share capital since 1974-75, the collaborator made the contri­
bution only in February/ March 1980. The accumulated 
losses of the unit amounted to Rs.76. 53 lakhs (March 1979). 

U P Tyres Janua ry 70.00 35.70 34.30 . . No Scooter tyres 
and Tubes 1976 shortfa ll a nd tubes 
Ltd., 
l uckno' ' 

Also set up in collaboration with Scooters India Limited on 
51 : 49 basis. The unit scheduled for commissioning in May 
1979, starttd trial production in November 1980 and com­
mercial production was expected to commence in February 
1981. 

U par J a nuary 24.83 13.70 J J.1 3 1.04 Beta napthol 
Ch em. 1976 bonacid 
Ltd., 
K nnpur 

Set up in col1aboration with a finn , R. K. Wires (P) Ltd., 
Kanpur. The Company also provided ~.~5 lakhs as bridging --- ----

*Includes one company with an investment of Rs. 3.19 lakhs where the Com· 
pany had decided to sell the shares. 
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loans ouL of which Rs.8 . 50 lakhs were outstanding (March 
1980). While sanctioning the additional bridging loan of 
Rs. IO lakhs (included in Rs.35 lakhs) in June 1979 the Board 
had desired that the loan should be disbursed only after th<.: 
promotors had matched Company's equity contribution. The 
entire amount was, however, released in September/ October 
1979 in spite o[ a shortfall of Rs. I. 04 lakhs in the promotor's 
contribution. Besides, the Company had also paid (in , -~ 
advance) a sum of Rs.3 . 90 Jakhs to be adjusted against the call 
of shares. 

(c) Printivig machinery project 

A lette1 ol intent from the Government of India to set up a 
project for the manufacture of prinl'ing machinery at Unnao was 
obtained in .January 1971. The collaboration agreement was fina­
lised in September 1973 ancl Printing Machines (India) Limited 
was incorporateJ in l\'ovembcr 1973 (authorised capital : Rs.150 
lakhs) for the illlplcmentation of the project. The Company and 
the co-promotor contributed Rs.3 . 19 lakhs and Rs.3. 06 lakhs res­
pectively, towards share capital to meet the initial expenses. In 
1974- because of an adverse market report the Board of D irectors 
decided not to incur any further expenditure on Lhe project. The 
technical know-how agreement with a W~st German firm was, 

however, finalised in August 1975. The total expenditure incurred 
up to 31st March 1978 amounted to Rs.3. 30 lakhs. No further 
details were available as the connected records ·were thereafter seized 
by the Vigilance Department. 

Due to delay the c<_>-promotor expressed his inability Lo partici­
pate in the project as the project cost had gone up from Rs.2.60 
crores to R~. 3 . 60 crores. 

In April 1980 the Board decided that the unit be wound up 
involving an estimated loss of Rs.2 lakhs. Since the co-promotor 
did not accept the Company's decision , the Board decided (September 
1980) to sell the Company's share holdings to a firm of Kanpur at 
it~ offer of Rs.I. 21 per share, involving a loss of Rs.2. 79 lakhs. 
The sale of the shares had. however. not been effected so far 
(May 1981). 

2. 12. ·A ccountiri g jJrocedure and internal audit . , 

'The Company has not pFepared ·any accounting manual defin­
ing the funttions, duties a11<l responsibilities of the various wings, 
branches and offices and for adequate financial control. In 1977-78 
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the Company had sanctioned an internal audit cell (comprising an 
Audit Officer, Commercial Auditor and Divisional Accountant) for 
systematic internal audit, but the decision has yet to be implemented 
(September 1981). 

2 . 13. Other topics of interest 

Uttar Pradesh Digitals Limited - A Subsidiary 

In December 1976 the Company decided to set up a project 
for the assembly of ·wrist watches at Bhowali, (Nainial) in technical 
coJlaboration 1\·ith Hindustan Machine T ools Limited (HMT), 
Bangalore. 

According to an agreement executed in January 1977, HMT 
was to impart training to the personnel. supply components free 
of cost and collect the assembled watches, after inspection. On si~­
i ng of the agreement t'l1e Company paid R s . J lakh to HMT for 
the supply of technical knm,·-how. HMT was to pay the Company 
a firm rate of Rs. 1 . 50 per watch for casing; and Rs . 5. 60 per watch 
for assemblv for a period of 3 years from the date of the ag-reement. 
wh ich was r enewc>cl in November J 980 with retrospective effect 
f'rom Febrnary 1980 for a further period of 3 years. 

To imnlemen l the proicct, U ttar Pradesh Di~tals Limited was 
incorporated (March 1978') as a whollv-owned subsid iary of the 
Company ,,·ith its registered office at Kanpur. 

The proiect cnvisa2·ed assembly of 2. 50 lakh watches per annum 
on sin~-Ie sh ift basis and was to be implemented in two phases of 
!iemi-knock-down (SKD ) asscmhh and complete knock-clo"'n (CKJ?)_ 
assembly. ..... 

The estimated cost of the proiecl (Rs . 24. 10 lakhs) was to b e 
met by share capital of R s. 9 . 20 iakhs from the Company and a 
term loan of Rs.1 4. 90 lakhs from UPFC. 

The unit started assemblv of watches from 1st December 1977 
(on trial basis). The position of assernblv of "l\·atches as against 
the taqrets fixed (in consultation with HMT) up to 31st March 1980 
was as follows : 

'l'K D assn11bly 

1978 

Target Actual Variance Percen-
.: .. {+)/(- ) tage 

(f n numbei-) 
. . Go.onu . (\'\,864 ( t )5,X(i,I ' I 09.S 

Up to 31st March 

1979 

1980 

I ' "- " • :>. ', •. • •• - • • ::::.-1,.40 ood -: 2·40 600 .'. (+ j6o0 . • . 100. 3 
·.'\ .. . ~ . ·: . . ~ ... · .. ' !.t'~.~ . t~., ~ .. ~: . :.... .. ·.'•°'1 .. . · .. : : ~ .. 

J,92.009 1,18,277 (-)13,123 . . ' ·. ··92.9 

··::' : Tpta1 :· ·.: ., 4.01,00'ff. ... '4,~4/f'fJ . {-717,~ . :: . 98.'5 
. " • . ~ :· ~ .,.· \ ... ~ q" ... i, , ' ~<t ~-: · : ; ~ : .,,,,,.,, .. _ _.. 
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CK D assembly 

Up to 31st March Target Actual Variance Pdrccntage 
(+ )/(-) 

(In numbcr i 
1978 

1979 10,000 2,500 (- )7,500 25.0 

1980 75,000 25,440 (- )49,560 33.9 
- - - ---

Total 85,000 27,940 (- )57,060 32.9 

T h e Management attribu ted the shortfalls to irregular supply 
of po\\·er and of componenLs from HMT. The company had sus­
t ained a loss of R s. l . 90 lakhs up to 31st March 1980. 

2 . 14. Suniming 1tfJ 

(i) The percentage of profit after tax 10 capital employed was 
2.2 in 1977-78, 2 .5 in 1978-79 and 4.0 in 1979-80. 

(ii) Under the scheme of development of induslrial areas. the 
Company had acquired 15,002 . 2 acres of land in 35 industrial arcac; 
of the State. had deYeloped 9.725 acres of land at a total cost of 
Rs. I 0 . 02 crores up to 3 lst March 1980 excluding the cost of lan<l 
(Rs. 7. 96 crores). 

(iii) Out of 9.725 acres of developed land the Cornµanv had 
plotLecl 5.637 plots in 7.203 acres (74 /Jer cent of Lhe de \'el oped 
land) ; 3,455 plots (4 ,635 acres) were a llotted to industria l unit s. 
1.063 plot-holders (2,624 acres) had gone into production and on 
703 plot.s (980 acres) construction work was in pro!!ress. The slo"· 
progress in the uti lisation of plots by the entrepreneurs in industrial 
areas " ·as attributed by the Management mainly to unsatisfacton· 
position of po-n-er supply and shortage / non-supply of rnw materials. 

(iv) The Company h ad constructed 29 1 sheds a l a cosL of 
R s. 11 4 . 23 lakhs; 225 sheds had been allotted and on 106 sh edc; 
the cntrcpr<"neurs h ad commenced production. 

(v) Up to 31st March 1980. the Comoany h ad con structed 
154 ouart-ers (Rs . JO. 38 lakhs) under the EWS and LIG schemes 
nf which only 36 Ev\TS quart<>r~ had been allotted 

(vi) A sum of RA. ·J 76 . ~6 la.khs was 0'1erdue fo1 1 cc.overy frott1 
1 ,0~9 allottee of industrial 'plo~ fo L-uck'now, Agra and Ghaziabad 
regions: 

, ;. · (vH) ," ~ Com~llY had constructed 14 sh'lds lin Ka..shipur 
inau$tml es~fe ~·~ ~ieW ~pk ~~ W the bduS't.Ytes 

• 
' 

• 
~ --.. 1 
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Departmcnl al a cost of R s. 6. 50 lakhs. The enLrepreneurs were 
to deposi t• 10 per cent. and the balance 90 jJer cent cost of the sheds 
·was to be recovered out of loans sanctioned by UPFC. The 
Company was noL able to recover the cost as the same ·w:as held 
by the entrepreneurs to be very high. The connected records had 
heen seized by the Vigilance Department. 

(viii) Up to the end of March 1980, the Company had under 
written capital issues of 51 units (Rs.610.48 lakhs) and acquired 
equity (38 unils) and preference shares (41 units) ag~egating 
R s. 486 . 47 lakhs or 79.7 j1er cen t of the shares undenu~tten by it. 

(ix) The market value of the Company's investment of 
R~ 102.78 J"khs (equit'' shares : 14 companies: preference shares : 
5 companies) wa~ R s. 67 . ..J0 lakh'i. reflecting a drop of Rs.35.29 
lakhs. 

(x) The Compan y h ad receiYed div idend from 8 (out of 51 ) 
compan;ies in 1978-79 and from 11 companies in 1979-80. 

(xi) The accumulated losses o( 9 comoanies (Companv's invest­
ment : Rs. 65.56 lakhs) had exceeded their paid-up capital. 

(x ii) Under the scheme of prO\·iding short-term finance to 
entrepreneurs. the Comoany had sanctioned short-term bridqini?; 
loans a g·greg<ll ing Rs. 838. 02 lakhs (31 ttnils) against which 
R s. 610 .L) lakhs h~d been disbursed (24 units) uo ~o 31st March 
1980. A sum of Rs.113.12 lakhs (loan: R s.1 39. 13 lakhs and 
interest : R s. ~. 99 lakhs) had noL been repaici ,,·jthin the slipulateci 
period up l o 3 lsL March 1980. 

(xiii) The Company had incurrtd an expenditure of R s.229. 91 
l 1khs on ·J1 joint sector projects up to 31st March 1980. 

New companies had b een se ll up for the implementation of 
11 projec 1s. r) [ which 4 companies had commenced production and 
7 project<; ''ere in the construction stage. Out of the remaining 
'.13 projects only I 3 projects were under implementation ; I was 
<lormant and 17 projects. on which the Company had spent Rs.2. 0~ 
la1.hs, had been given up. 

(xiv) One of the prejects set up for the manutacture of meters, 
'•pccdomclrrs u1ag11ctos. etc. (Company's inYestmcn1 Rs. 17. 50 
l.:u.h~) had Jc.cumulated a. !ms of R.5. 76 . 53 la.¥.h~ up to 3 1st March 
1979' againsl the paid-up c.apit.al of 1 !! . 27 .. 50 la'kh's. 



SECTION III 

UTTAR PRADESH STATE TOURISM DEVELOPMENT 

CORPORATION LIMITED 

'.l.OJ. l nlrodnction 

1n 19i2. the State Government established a Directorate of 
T ourism to promote and develop tourism in the State. In order 
to provide and co-ordinate the facilities for tou rists on commercial 
lines the U. P. State Tourism Development Corporation Limited 
was incorpo1a te<l (under t:hc Companies Acl. 1956) on 5th August 
1974. 

The Government had Lransferred to the Company 3 tourist 
bungalows (H aridwar, Lucknow and Varanasi) in May 1975, 4 

4 

,• 

--tourist bungalows (Agra, Allahabad, Ayodhya and Sarnalh) in 
February 1977 (ini1tially given on lease from July 1975) . and -._ 
Mahoba tourist bungalow in July 1977 (actu ally handed over in 
January 1!)77), on the condition that the value o( the bungalows -...... 
(with the altachecl cameens) transferred (notionally fixed at Rs. 8 
lakhs for each lot) would be treated as the Government contribution 
towards share capital. Formal ag-reements for the transfer of the 
bungalows h a,·e not yet been executed (September 1981). Govern­
ment h ad also transf ened the Chitrakoot tourist bungalow lo 
the Company in Junuary 1978, the terms and conditions of ·which 
have not been snccified so for (October 1980). Pending cletcrmina 
tion of the tranfer value o[ these tourist bung-alows by a Committee 

/ 

set up for the purpose in June 1974. the value of fixed assets trans­
ferred to the Company (excludin!{ Chitrakoot) h as bee.n provisionalh­
acl justed for R s.24 lakhs. The shares for this ;imount are. howeve1•.-~ 
yet to be aJloued to Government (September 1981). ~-
:~. n~. Objects 

The lll:i i11 ohjcds of the Curnp.L11) arC' to : 

-promote, t.tke over. develop, start, purchase. construct, 
1:-ikc on l<w;c. rna in1a i11 . manage ancl operate 11otek motels. 
1ns1a •_f.T.t!1l" , tld.\ellus !odgtli, guc~t hou~c'>. 1u t 1;\1tion.1l 
place~. hJr~r-lin_afrs J.nd empo:ria , 

-enter info arrangements for faking over ass~ts and liabilities 
of anv depllrtment of the State Government or the G0vern­
menl: of lntlia cdnnecte'd "w'ith th"e develupment of tourism ; 

36 
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-establish and manage transport units, operate or ply cars, 
cabs, buses, coaches, launches, ropeways, air craft, inland 
water-·ways and act as travel agent-; for airlines, Tailways, 
shipping companies, etc. ; 

-produce, distribute and sell tourist publicity materials ; and 
- organise substantial publicity and provide conducted tours 

'Lo places of interest for foreign as well as Indian tourists. 

3 . 03. Capital structure 

)Jw re cap.ital 

The Company has an authorised capital of Rs.100 lakhs divided 
into 1,00,000 equity shares of Rs . 100 each. Its paid-up capital as 
on 3 l SL March 1980 was Rs . 85. 87 lakhs, wholly subscribed by the 
State Government. The Board decided (April 1980) to increase 
the authorised capital from Rs.I crore to Rs.5 crores and Govern­
ment was approathed for approval which is still awaited (May 1981). 

I~ 3 . 04. Organisational set-up 

~ · fhe management of the Company is vested in a Board of Direc-
lors nominated by the State Government. The Secretary, Tourist 

Department, and the Director of Tourism are the ex officio (part­
time) Chairman and the Managing Director of the Company res- · 
pectively. The Board does not have any whole-time Director. 
Article 136 of the Articles of Association of t.hc Company 
provides that the Manag.ing Director of the Company shall 
be appointed with the approval of the Government o( Uttar 
Pradesh and hold such office for a term of 5 years at a time. 
IL was noticed, however, that the Managing Directors were changed 
c·ight times since the Company's inception, i.e. August 1974. 

While 1he provisions of the Companies Act, 1956 require the 
Company Lo have a qualified whole-time Secretary, an Accounts 
Officer of the Company has, since inception, been discharging the 
functions of the Secretary on a part-time basis. 

~. 05. Financial position 

The Company's accounts for the years 1977-78 onwards were 
in arrears (March 1981). The delay in the finalisation of accounts 
·was last br~ught to the notice of Government in March/ August 
1980. However, on the basis of provisional figures the financial 
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position of the Company, during the three years up to 
as under : 

1979-80 was 

1977-78 1978-79 1979-80 
(Provisional) 

( Rupees in lakhs) 

~ 

Liabilities 
P aid-up capital 80.87 85.87 85.87 

Reserve and surplus 1.54 1.56 I.So - , 

Deposits 0.36 0.36 22.08 

Current liabilities (including provisions) 29.24 29.54 29.75 
---

Total 11 2.01 11 7.33 139.26 
---

Assets 

Gross fixed assets 37.26 39.44 44.90 

Less-Depreciation 8.25 I 1.06 14.06 

Net fixed asset s 29.01 28.38 30.84 

Current assets, loans a nd advances 82.87 88.84 I 04.4 8 ~ 

Intangible assets 

- Miscellaneous expense~ 0.13 O. IJ 0.09 

- A1.:cu111ulated loo;scs 3.85 
-·- ---- ------

Total I 12.0 1 I 17.33 139.:6 
---- - - ----

Capital employed 82.6-l 87.68 105.57 

Net worth 82.64 87.6~ 105.57 

Note-C1pital employed represents net fixed ass~ts plus wor" ing capi lal. 
N::t vorth r.:pr~sePt<i paiJ-u ;1 capital plus dero~! ts ;''lei reserves /en 
in tangible assets. ·---

3. 06. Working results 

The table below summarises the Company's 
(provisional) for the three years up to 1979-80 : 

1977-78 

'rnrking- results 

1978-79 1979-80 
(Provisional) 

(Rupees in la"hs) 
111co111 <' 

[ncom ~ rn11 b~n \p!ows and canteens 

Conducted lours and taxi charges 

10.50 

0.13 

16.84 

0.08 

17.76 

0.2 5 

• 
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1977-78 1978-79 1979-80 
(Provisional) 

(Rupees in lakhs) 

Sale of maps i 0.12 0 .06 L 0.08 

Interest from bank ! 4.86 2.50 l.72 

Miscellaneous income 0.16 0.32 0.7 1 

Other adjustments I. J 6 
--- ----

Total 15.77 20.96 20.52 
- --

E:tpenditure 

Salaries, wages and other payments ~ 8.69 ~ 13.l 5 15.22 

.Rent, rates and taxes 0.3 1 0.38 0.88 

SLores written off 0.73 l 0.55 0.84 

Depreciation 2.52 2.26 2.16 

Decrease in stock of maps 0.1 2 0.06 0.08 

Miscellaneous expenses ; 2.92 4.53 5.19 
----

Total 15.29 20.93 24.37 

Profit(+)/ Loss (- ) ( + )0.48 ( + )0.03 (-)3.85 

The Company had during the 3 years earned Rs.9 . 08 lakhs by 
way of interest on fixed deposits or savings accounts in the banks/ 
post offices. It would be seen that while income from bungalows 
and canteens had increased from Rs.IO. 50 lakhs in 1977-78 to 
Rs.17 . 76 lak.hs in 1979-80 (69 per cent), the salaries and wages had 

'-....._ increased horn Rs.8. 69 lak.hs to Rs.15. 22 lak.hs (75 per cent) 
during the same period. 

,. 
(i) Irregular advances 

(a) The Company, at the instance of the Director of Tourism,• 
advanced (July 1976) Rs. 5 lakhs (by premature encashment of 
a fixed deposit involving a loss of interest of Rs. 0. 14 lakh) to 
Haryana Tourism Corporation Ltd. (HTC) (without any detailed 
study or viability report or the approval of the Board) for the cons­
truction of a tourist complex (consisting of a restaurant, bar and 
--- --- ··-·---------- - ·---------- -

•Also the ex-officio Managing Director of the Company 
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tourist rest house) at Narora. The advance included an ad hoc 
amount (Rs.O. 25 lakh) required for publicity, advertisement and 
running of the complex (as an ageno of the Company) for a period 
of 2 years ( extendable by 2 years by mutual agreement). The 
complex was completed in September 1976 and started functioning 
from December 1976. The total expenditure (excluding prelimi-

• 
1 nary expenses of Rs.O. 09 lakh) on fixed assets (Rs.4. 04 lakhs), 
consultancy (Rs.O. 45 lakh) and the running of the complex 
(Rs.2 . 07 lakhs) till i_t was taken over (November 1977) was 
Rs.6 . 56 lakhs. The income der ived during the period was 
Rs.0.83 lakh, resulting in an operating loss of Rs.1.24 lakhs. T he 
claim of H fC for Rs.O. 73 lakh is pending consideration (May 
1981). 

' (b) HTC was also advanced Rs.11.39 lakhs (September 1976) 
by the Milk Commissioner, Lucknow for the establishment of milk 
bars at Mathura, Taj (Agra), Fatehpur Sikri and Sik.andara. The 
State Government decided (August 1977) that these milk bars 
should be run by the Company and directed HTC (January 1978) 
to transfer the full amount to the Company. HTC reported 
(January 1979) that the Mathura milk bar, with an investment of 
Rs. I . 85 lakhs, was ready in April 1977 but could not be operated 
for want of electric connection for which Rs.4,500 had been depo­
sited with the State Electricity Board. It was also reported that 
an expenditure of Rs. 300 per month was being incurred on the 
watch and ward of the milk bar since April 1974. A feasibil ity 
report prep:ued in April 1980 indicated the need for an additional 
expenditure of Rs. I . 55 lakhs and projected an estimated profit of 
Rs.12. 20 lakh5 to Rs.26 . 20 lakhs per annum during the next 5 
years. The setting up of the milk bar at Mathura and the feasi­
bility report thereof is yet to be approved by the Board (May 1981). 
The adjustment of expenses incurred by HTC against the advance 

,. 
I , 

of Rs.11 . 39 lakhs and refund of the balance was still pending _,,..-) 
(May 1981). ..> 

( c) The Company had, at the instance of the D1rector of 
'" Tourism (and withoutl the approval of the Board), paid advances 

aggregating Rs.6. 65 lakhs (during December 1974 to March 1976) 
to the Executive Engineers, P. W. D. (Buildings), Banda and 
Mathura for completion of the construction and electrification of 
the tourist bungalows at Mahoba (transferred in July 1977), Chitra­
koot (transferred in January 1978) and Mathura (not yet LTans­
ferred). These were under the administra tive and financial con­
trol of the Director of Tourism. 
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The Company had also 'paid Rs. 0:10 lakh (August 1975), 
at the instance of the Director of Tourism, for the furniture and 

.. furnishing cf the tourist ·bungalows at Varanasi and Sarnath against 
orders placed by the Director of Tourism in March 1974. The 
supplies were rt:ceived during June- October 1974 whereas the 
tourist bungalows were transferred to the Company in May 197 5 
and February 1977 respectively. 

(ii) Unplanned utilisation of funds 
In the absence of adequate developmental activities, a large 

portion .of the funds received from the Governmen ll towards share 
capital (Rs.85. 87 lakhs) and for other schemes (Rs.4 . 01 lakhs) 
were investt:d in fixed deposits for 3-37 months or kept in the 
savings/ current accounts in the bank/post office. 

The year-wise position of investments m fixed deposits 1s 
indicated below : ~:1 

Period 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80*• 

Amount 
received 

towards 
share 

capital 

14.88* 

r 55.oo 

'' 5.oo -.i 
~ 

10.00 

5.00 

Nil 

Minimum Cash and Average Interest 
and bank investment earned 

maximum balance 
invest- at year 
ment in end 
a month 

(Rupees in lakhs) 

5.50 
to 
9.05 

1 9.18 
to 

!J4.1 8 
{;• "VJ 
66.42 

to 
72.23 

38.30 
to 

65.68 

25.00 
to 

38.68 

25.00 
to 

32.97 

2.02 

55.75 

2.89 

15.70 

17.54 

58.48 

6.67 0.21 

12.93 0.97 

69.34 5.56 

53.95 4.86 

34.49 2.50 

31.37 1.72 

* Includes Rs. 4.01 lakhs for Half a Million Jobs Programme. 
** No amount v.as kept in fix ed deposit after August 1979. 
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(iii) Non-utilisation of loan,s an.d grants 

Under i: he " H aH a M illion J obs Programme" of the Govern­
men t of I ndfa, the State Government sanctioned (February 1975)­
fotr execution through the Company- an Employmenlt Promotion 
Scheme for the cducaLecl unemployed in hotel management and 
caterin~. ' l he sch eme en vi aged 4 mon th-:' train in~ to J 00 vouths 
wh o were then t o be helped in establishing hotel uni~. It ·was 
estima ted that each trained per on would te('lttire R s.0 . 34 lakh for 
establishing a h otel. These fo nds ·were to b e obtained by the 
trainees from financial in ti tn tions with 10 per cen t margin meney 
being- loaned to the tra inees by th e Company a t 7 . 5 per cent interest. 

The total cost of th e sch eme wa estimated at R s . 4 . 01 lakhs. 
The full amoun t (Rs . 4 . 01 lakhs) was dra-wn by the Companv in 
March 1975 in the shape of gra n t (R s.1,77,500). loan (R s.1.77.500) 
carrying interest at 7 . 5 per cent per annum and for train ing costs 
(R s.46.000) . The Companv placed R s.3 . 55 lakhs out o f these funds 
in fixed depo it (March ] 975) for a period of 1 year ~xtended . on 
maturity. for 1 ~ months more) . 

The Com pany spen t R s . 0 .46 lakh (including R s. 0. 02 lakh 
spent depar tmentally) on training 94 per sons none of whom, how­
ever, came u p for margin money assistancel As directed by th e State 
Government the u nspent balance of R s . 3 . 55 lakhs was refunded t'o 
th e Sta te Governm ent (March 1977). The in terest (Rs . 0. 27 lakh\ 
earned on the want portion (M arch 1975 to March 1977) which was 

.:qu ired to be refunded was, h owever . not refunded to the 
Government. ~· ~., 

(iv) Cash Cf) llections and remittan ce 

(a) Everv tourist hungalow and1 can teen h as a separate bank 
;:i ccoun t into which rece ip ts are cre<lited and fo nds drawn for dav 
to dav expend iture. Cash receipts are renu ired to b e deposited · .,,,-
in to th e bank on the nex t working day. I t was. however . noticed 
that th ere were dela s of 3 to 30 days in the deposit of money. 

(h) T he persons r e ponsibl e for handling cash (receptionists 
and coun ter clerks) h ad n either given any security nor were they 
trained for the maintenance of proper books and accounts. 

(c) N o procedure or instructions h ave b een laid down for the 
•nJinrcnance o f accounts. ~ 

(d) There is no system of checks over the account<; by the 
~u pervisory ~taff. 
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·(e) AU the sraff of the Ganteens is emplQ-fedr· (,lfl :dairy,.,w;agcs. 

(f) An enibezzlement of Rs.O . 32 lakh during· the period fro~' 
September 1977 to February 1978 was detected in the canteen of 
Lucknow tourist bungalow. A test check in audit (May l 978) 
revealed over-writings and era.sures of entries in the books aod the 
services of the counter clerk (employed on daily wages) were ter­
mina ted (February 1978) . A show cause notice was issued to the 
Manager (June 1978) , but no action was taken against hi m. The 
case, reported to the Police in February 1978, was still under 
inves tiga tion (March 1981) . 

3 . 07. Activities 

T he working results* on the basis of the income and direct 
expenditure* of tourist bungalows and ·canteens (other than Agra 
canteen, not taken over) for tht 3 years up to 1979-80 are given 
below : .,. ''¥/J' ' 

Haridwar 

Lucknow 

Varanasi 

Agra 

Allahabad 

Ayodbya 

Profit/Loss 
J 977-78 1978-79 1979-80 

(Rupees in lakhs) 

0.30 

0.60 

0.06 

0.68 

0.19 

0.29 

0.90 

0.43 

0.80 

0.34 

(- )0.06 . 

; 0.28 

0.58 

0.91 

0.94 

0. 14 

(- .:-)0.0l 

_______ Sarnatb 

Mahoba 

(-)0.16 

0.06 

(- )0.04 

(- )0.18 

(- )0.1 I (-~Q.02 

(- )0.20 (-)0.13 

Narora (- )0.23 (-)0.22 

Cbitrakoot (-)0.21 · c-;-)~.02 

Ku krail 0.03 (- )0.09 (- )0.08 
- ---

Total l .54 1.86 2.37 

* Excludes the expenditure on repairs and renewa ls/additio_~1 !' and_ allera ti on 
· o f buildings and depreciation thereo n. 
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It will be seen that the tourist bungalows at Ayodhya, -Sarnath, 
Mahoba, Narora and Chitrakoot and the canteen at Kukrail have 
not been recovering even their running expenses. .. 
(i) Tourist bungalows 

(a) The following table gives details of bed capacity avail-
able, occupancy of accommodation, percentage of occupancy, earn-
ing capacity, actual earning and percentage of actual earning tcr -
earning capacity for the three years up to 1979-80 : 

Total Bed Occu- Pcrcen- Earning Actual Perccn-
bed capacity pancy tage of capacity earn- tage of 

for occu- in gs* earn-
the pancy ings to 
year ca pa-

(Number) (Rupees in 
city) 

lakbs) 
Haridwar 50 

1977-78 18250 9548 52.3 1.96 0.93 . 47.4 
1978-79 18250 9067 49.7 2.01 l.17 I) 58.2 
1979-80 18300 11511 62.9 2.01 1.21 ~ 60.2 

Lucknow 59 ---
1977-78 20440 13490 66.0 2.20 . 1.85 84.0 
1978-79 19435 14424 74.2 2.28 2.05 90.0 
1979-80 19398 14311 73.8 2.36 2.07 87.7 

varanasi 81 

1977-78 29565 15470 52.3 3.31 1.57 . 47.4 
1978-79 29565 17885 60.5 3.31 2.04 61.6 
1979-80 29646 19976 67.4 3.32 2.29 69.0 

Agra 10 

1977-78 25550 16316 63.9 2.32 1.76 75.9 
1978-79 25550 18502 72.4 2.88 2.28 79 .2 
1979-80 25620 20781 8 1.1 2.93 2.52 86.0.........-

Allahabad 30 

1977-78 10950 6515 59.5 1.32 0.94 71.2 
1978-79 10950 7762 70.9 1.37 1.12 81.8 
1979-80 10980 7824 71.3 1.37 1.19 86.9 

A.yodhya 26 

1977-78 9490 3394 35.8 0.44 0.19 43.2 
1978-79 9490 4229 44.6 0.44 0.24 54.5 
1979-80 9516 4597 48.3 0.44 0.24 54.5 

•As assessed by the Corporation 
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Total Bed Occu- Perceu- Earning Actual l>erccn-
bed capacity paocy tage of capacity earn- tage of 

for occu - in gs"' earn-
the pancy ings to 
year ca pa-

city 

(Number) (Rupees in lakhs) 

- Sarna th 42 

1977-78 15330 2256 14.7 1.30 0 .39 30.0 

I' 1978-79 15330 2053 13.4 1.33 0.36 27. l 

1979-80 15372 2675 17.4 1.33 ' 0 .46 ' 34.6 

,ltfahoba 36 

1978-79 13 140 1177 9.0 0.88 0.08 ' 9.1 

1979-80 13176 1708 13.0 0.88 0.17 19.3 

Narora 8 

!978-79 2920 290 9.9 0 .36 0.04 l 1.1 

1979-80 2928 684 23.4 0.36 0.09 L 25.o 

Chitrakoot 36 

1978-79 13 140 3678 28.0 0.95 0.21 22.1 

1979-80 13 i76 4667 35.4 0.96 0.38 39.6 

It will be seen that the occupancy and earnings of the Ayodhya, 
Sarnath, Mahoba, Narora and Chitrak.oot bungalows had been very 
low. 

The low earnings from Mahoba tourist bungalow were attri­
buted (July 1979) b y the Management to wrong selection of the 
site. inadequate publicity and gross neglect in the maimenance of 
the building. 

(b) Non-recove1")1 of rent 

While the Company took over the tourist bungalows, the 
Region.a l Touri!>t Offices (of the Director of Tourism) continued 
to occupy office accommodation in the tourist bungalows at 
Lucknow (363 sft), Varanasi (974 sft) , Allahabad (752 sft) and 
Ayodhya (1546 sft). T he Board decided (November 1976) to 
recover rent at the market rates prevailing on the date of occupa­
t ion and the rent due u p to March 1980 (Rs.O. 98 lakh) has yet to 
be recovered (May 1981) . The Regional Tourist Officer, Ayodhya, 

*As a11e1Scd by the CorporailOn. 



~oritinues .(November 1980) to occupy 3 rooms (1530 sft) for resi­
dential" purposes since July 1979. Neither has the rent for the 
residential portion been fixed (October 1980) nor are any reco- • 
veries being effected from the officer by the Company or the Gov­
ernment. The proportionate electricity and water charges are also 
not ·being recovered (May 1981) . 

(ii) Canteens 

The canteens attached to the tourist bungalows were also taken 
over by the Company alongwith the tourist bungalows transferred to 
it by the State· Government. These canteens were earlier let out 
to private parties on a token rent of Re.1 per month which was 
continued even after their transfer to the Company. In December 
1975, the Board decided to charge. with effect from January 1976, 

·a monthly rent .of Rs.750 for Varanasi and Agra canteens, Rs.300 
for Lucknow and H aridwar canteens and Rs.100 for the Allahabad 
canteen . which was objected to by all the contractors. The can­
teen con tract9r of Haridwar paid the rent in full and that of Agra 
in part, but the others did not pay an y rent. It was further decid- -... 
ed (December 1975) that all the canteens (including the above 
five canteens) should be let out on the basis of annual tenders for 
service at the tariff decided by the :\fanaging Director. This deci­
sion, was, however, not implemented and the other can teens 
continued to ·he let out to pr ivate parties as before. 

. . Ii: Noyember 1976, the Board decided to take over catering 
from the pri v;;}t.e parties and to run the canteens departmentally. 
The private pan ies " ·ere nevertheless allowed to operate Allahabad 
.and Lucknov" canteens up to J anuary 1977, H aridwar canteen up 
to September 1977 and Ayodhya and Varanasi canteens up to Feb­
ruary 1978 without recovery of an y rent except from Haridwar 
canteen . Total dues in respect of rent amounted to Rs.O. 24 lakh. -­
The contractor of Agra canteen had not vacated (May 1981) the 
canteen and had taken the matter to the court ; the case is sub­
judi<::e . The omstanding rent against him amounted to Rs.O. 38 
Jakh n rarcb 1981) . The charges on account of electricity were 
not recovered from any of the parties. The terms and conditions 
regarding the use of Company's crockery. furniture, etc. by the 
parties_ has also not been finalised . 

T he canteens at Narora and Kukrail were taken over depart­
.. ·mentall y during November 1977 and .January 1978 respectively. 
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T he operating resul ts of the canteens (except Agra) during 
the 3 years up to 1979-80 on the basis of direct material costs (exclud­
ing wages, rent, electricity, water and overheads) were as under : 

s~rnath 

Depart- 1977-78 1978-79 1979-80 . 
menial Expen- Gross Surplus/ Expen- Gross Surplus/ Expendi- Gros~ Surrlu' / 
operation diture sales Deficit diture sales Deficit ture sa les Dtficil 
from 

{Rupees in lakhs) 

October 0.36 0.44 0.08 0.21 0.22 0.01 0.21 0.24 0.03 
1976 

Allahabad February 0.16 0. 16 [0.23 ~0.27 0.04 0.34 0.39 0.05 
1977 

Lucknow February 0.87 0.90 0.03 () .92 2.43 0.51 I.GS 1.72 0.04 
1977 

Ayodhya March 
1977 

0.01 0.01 t_0.09 0. 12 O.Q3 0.09 0.12 O.Q3 

Haridwa r October 
1977 

0.27 0.32 ;o.05 0.63 ,0.76 0.13 0.73 0.85 0.12 

M ahoba November 0.29 0.25 (-)0.04 0.04 u.06 0.02 0.06 0. 14 so.os 
1977 

N:trora November 0.37 0.23 (-)0.14 l.02 0.81 (- )0.21 :o.96 0.74 '- )0.22 
1977 

Chitrakoot January 0.12 0.12 · .0.14 0.19 0.05 .0.22 0.36 ~:0.14 
1978 

Kuk.rail : January 
1978 

0.12 0.15 0.03 ~0.25 0. 16 (--)0.09 0.22 0.14 (-)0.08 

Varanasi March 
1978 

~0.94 0.97 0.03 ,j~l.74 1.09 0.35 2.2R 2.46 0.18 

Total 3.51 3.55 0.04 6.27 7. 11 0.84 6.79 7. 16 0.37 

It will be seen that material costs constituted 88 to 99 per cmt 
o[ the total earnings of the departmental canteens. 

The Managers of the tourist bungalows were authorise<l 
(November 1979) to revise the canteen tariff (last fixed in August 

----. 1977) so as to provide a clear margin of -10 fJ.er cent on the .total 
costs. T he tariff had, however, not been revised so far (October 
1980) . It was also noticed that while the Company was liable for 
sales tax on the sale of f oo<lstuffs and snacks, no recoveries on this 
account were being effected nor had any payments been made. The 
liability on this account for the years 1977-78 to 1979-80 amounted 
to Rs. I . 25 Iakhs approximately. 

(iii) Conducted tours 
The Company operated a fixed hour conducted tour service 

at Lucknow with a de-luxe bus hired from UPSRTC du ri ng- the 
period May l 977-M av 1978. As against the hire charges of Rs.0.57 
lakh the total income during the period was Rs.O . 33 lakh. 
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From 1\lay 197 , the Company operated conducted tours with 
a second-hand mini-bus purchased for Rs.O . 30 lak.h . The tolal in­
come during the period ,\fay 1978-1\Iarch 1980 was Rs.O. 36 lakh 
as against an expenditure of R s.O. 42 lakh. This operation resulted 
in a loss o[ Rs.0. 30 lakh up to March 1980. 

During November 1977-May 1978 the Company operated con­
ducted tours from Lucknow to Naimisharanya (Sitapur) with a­
bus hired from UPS RTC and incurred a loss o[ Rs.O. 07 lakh. Dur­
ing May 1978-Fe'ornary 1979 the Company operated 7 trips to 
Nairnisbaranya and back (230 kms) with its own vehjicle and 
incurred a loss of Rs.O. 03 lakh. 

In March 1979 th e Company decided to purchase a de-luxe 
bus for conducted tours in Lucknow city bu L subsequently decided 
(September 1979) to go in for an air-conditioned bus. A chassis 
purchased for Rs. ] . 34 lakhs (August 1979) and an air-conditioning 
plant purchased from a firm of Bombay (September 1979) for 
Rs.l . 31 lakhs (including incidentals of Rs.0 .1 1 lakh) was sent 
(October ] 979) to the Central Workshop of UPSRTC at Kanpur 
for fa brication o[ the body at an estimated co t of Rs. I . 15 lakhs, to ~ 
be completed within 2 to 3 months. The performance guarantee 
of the air-conditioning plant had expired in J anuary 1981. The bus 
body had not been built so far (May 198 1). 

( i ' ') Jl ir-condi tioned taxis 

The Company purchased 3 air -conditioned J apan ese (T oyota) 
cars (November 1976) for Rs.4. 18 lakhs by obtaining a loan of 
Rs.4. 20 lakhs from a bank bearing interest at 13 per cent per annum 
although the Company had surplus funds invested in fixed deposits. 
H ad the Company's own funds been utilised the company would 
have saYed Rs.O. 21 lakh by way of in tere t. No viabil ity report or 
income and expenditure statements for the operation of these taxis._ 
were prepared. The cars were operated at AgTa and Lhe operating 
loss for the period December ] 976-SepLember 1979 worked out to 
Rs.2 . 94 lakhs. 

In December 1978 the Company decided to sell these cars but 
they had not been d isposed of so far (May 198 l ). 

T he rates of taxi charges llxed in November / December 1976 
had noL been revised so rar (May 198 1). 

(v) Ram Charil 1\lfonas Programme 

The Company -;t-i g-ed a (light and sound) cult ural prog-rarnme 
" Ram Charit Mana ~ · at Varanasi fro m 15th November to 17th 
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Decembe1r, 1979 in collaboration with the Song and Drama Divi- . 
si011 or 1he MinisLry or Infor111a1io11 and Hro:-idcasLi11 g (Government 
o [ fndi a) . The progr amme was approved hy the Board oF Direc­
tors (October 1979) for a period of 45 da :s aga inst the original 
plan for 90 cla ys. A net profit of Rs. 10 .89 1 ·k hs was estimated for 
t he 90 day programme. Fifly fJer cen t of rh c gale money was to be 
pa id to the Song :rncl Drama Division. 

Against an expenditure o f Rs.2 . ~3 lakhs 0 n the programme the 
ne t income amoun ted to R s.0.2 1 lakh resulti ng in a loss of Rs.2.12 
lakhs. The Ins~ was attri buted by the Manag-ement (April 1980) 
to (i) early clo ure of t he programrne clue to Lok Sabha e1.Y tions, 
(ii) winter r(li ns. and (iii) improper suppl y of electricity due to 
power cuts. 

3 . 08. Hiring of o{ftre lmilding 

The Board decided (lune 1976) to hire a building· on Vidhan 
Sabha :\f arg;. Lucknow and to let out one Aoor to the Directorate of 
Tourism. Accor d ingly two floors of a bnilding (2500 sft approxi­
mately) 'rere hired from l st Augusr. 1976 a 1 a moni-l1ly rental of 
R s. 3.500 and one Anor {] 2!'>0 sft approximate lv) lns Jet out to 
the Directorate o f Tonrism. The rent was to be sh ared equally 
b e t"'een the Companv :rncl d1e Director ate of T ouri!'m. bnt as the 
r ent was not e:or approved from the State Government. the latter 
was paving on lv Rs . 1 26~. 55 per mon th res1ilting in a short recovery 
of R s.O .41 lakh up to Febru:iry 1981. 

3 . 09. Mm111al of nrrmmts and internal audit 

The Company has not so far p repa red any manual for accounts 
p rocedure a~1c1 establishment matters. 

There " ·as no syc;tem of interna l audit for neriodi cal .checking 
o f the accoulll"s of tourist bungalows /canteens. However. two firms 
of Charter ed Accountants have heen appointed as inte rn a l auditors 
for the yea r 1979-RO and 1980-8 J. 

' 
The matler was reporLecl to Government / Management 111 

O ctober 1980 : replies " ·ere awa ited (M ay 1981). 

3 . l 0. S11m111in11; np 
(i) The Company had been getting funds much in excess of 

recinirementc; and hulk of the funds (ran g ing- from R s.!'l. 50 lakhs to 
R s.72 . 2~ lak hs) hacl been kept by the Company in fi xecl deposits, 
saYing-. / curren t accounts. 
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(ii) The Company received Rs.4. 01 lakhs (March 1975) from 
the State G overnment under '·H alf a Million J obs Programme" of 
the Government o ( India for tr a ining persc:m s in hot·e] management 
and catering and helping them in establishing the ir own business. 
The Company incurred an expenditure of Rs.O .46 lakh on tra ining. 
elc. of 94 persons only anti placed R s.3 . 55 lakhs in fi xed deposit. 
The unspen t amo unt was re funded Lo Government in March 1977. 
None of the tr?ined persons had come up for establishing hotel _ _ 
business. 

(iii) There w:i s an embezzlement o f R s.O. 32 lakh during the 
period from September 1977 to Februar y 1978 in the can teen o f 
Lucknow touri st bungalow. 

(iv) The to urist bungalows and can teens at Ayodhya. Sarnath , 
1f ahoba, N arora and Chi trakoot had been incurring losses. 

(v) The bed occupancy ratio was ver y low at Avodh ya , Sar­
nath, Mahoba, N aro ra and Chitrakoot and ranged from 9. 1 to 
54. 5 per cent. 

(vi) The Compan y purchased a chassis (August 1979) for 
Rs.1 . 34 lakhs and an a ir-condition in~ plant (September 1979) for 
R s. I . 31 lakhs. The fab rication of the bus body in the R oad ways 
Central \Vorkshop. Kan pur at an estimated cost of Rs. 1 . 15 lakhs 
had not been comple ted so far (M ay l 98 1) and the performan ce 
guarantee of the a ir-condit"ioning plant had meanwhile expired . 

(vii) The Company purchased (Now~m ber l 976) 3 a ir-cond i­
tioned J apanese cars for Rs.4. 18 lakhs which were operated as tax is 
.at Agra. The opera ti ng loss up to September 1979 had been R s.2.94 
lakhs. The rates of tax i charges fixed in November/ December 
1976 had not been revised so far. A decision taken in December 
1978 to dispose o f these ta xis had not been implemented so fa r (May 
1981). 

(viii) The Company incurred a loss o f R s.2. 12 lakhs on a 
cultural programme at Varanasi during N ove111ber / Dece111ber 1979. 
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SECTION IV 
OTHER GOVERNMENT COMPANIES 

UTTAR PRADESH RAJKIYA NIRMAN NIGAM LIMITED 

4. 01.. Avoidable exfJenditure 

(a) The Company undertook th e construction of 3 godowns 
at Aura iya (Etawah) for Uttar Pradesh State Warehousing C orpora­
t ion (UPSv\TC) on cost plus centage charges basis. The work was 
started in April l 9i7 fi nd completed in October 1977. 30 37 Cu m 
earlh filling was got done b y the UniL o f the Company b e tween 
April and October 1977 in th e p l inth of godowns and roads. Out 
of the aforesaid earth fill ed. 2819 Cu m of earth was purch ased at 
R s.O. 48 lakh (rate : R s. 17 per Cu m °) from the piece-ra te workers 
b y the Unit. During· the same period. 2489 Cu m o f earth had been 
excavated at the same site from the Fonnclation trenches of tlie 
g-odowns. Considerin P" th ri t· two-third volume of found"tion tren­
ches had been fi ll ecl 'vith le'1 n concrete ;:incl hrickwork in founda­
tion. onlv one-third volume of excava te<l earth conld h ave been 
util ise<l in 11ack fillin <T of l"h e Fmmclat ions of th<-' crodowns. Tlius 
two-third ommt·itv fl 6 .:")8 Cu m) of earth exc;:iv;:itt>n from 1·he founda­
tions sh onld h flve h een av;:ii lflblP for nli n t·h fi llincr. 'Ao-;iinst this 
onl v 218 Cu m ea rt·h wils med and records of nic;noc;fl l / ntili ~;:ition of 
b alance excav:ited earth f1440 Cu m)" were not n1;icle ava ilab le to 
A udit. Pnrchase o r e:nth to the rxtent" of 141f0 r.n ni resul ted in 
an avnidable exnenclitn re of 1~s.O. 24 lakh. 

The ma tter w;:is rPnnr1·e<l to the 1\if;:inao-e men t / t:.nvc-rnment in 
Feihrnarv/l\-fav 1980 : replie~ are awaitc'<l ( farch Hl81). 

(h) The Uni t t·ook snnnlv or 28 19 r.u 111 of Parth ~ t R s.17 per 
Cu m and inc11rre<l fu rther expenclitun~ of R c; .. t:J ner Cn m on its 
fi llin o-. Fnrther ~!>4 Cu rn of earth ·work (inclmive of flllin o-fwas 
awarded to niece-r;,-ite "·okers <lt R s. 17 1x~r r.11 m incl miw of fillinrr. 
The r;:1tes were flxe1l (Anril- O ctobt>r 1977) h v nPcrotiations and 
no tenders or q n ota t·ions ·were ca11e<l for. 'Accorclin!! to analvsis 
worked out in a11d it. rC'ac;onahle ra teto f earth fllling inclui!in g: supply 
worked out to R s.l?i.7.t:J ncr Cum. Thus th e r<ltes of R s.22 per 
Cum (28 19 Cu rn)" and R s. 17 ner Cum rn54 Cu mr were abnor­
mall y hig·h. Rased on th e rate of R s. B. 75 for s11oolv and flllin g o f 
earth (as per anaJvsis of rates'! an extra cxoenrlitnre of R s.O. 24 lakh 
was incurred on su p pl ) and fillin g- of 3173 Cu m of eartl1 . 

51 
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Government ~tate<l (O ctober 1980) that the work of Auraiya 
warehouse was a rush j ou and was Lo be completed by the end of 
J 1111c 1977 during ha rve ting season and su mmer months. Consider­
ing these facto rs the analys is of rates '\rnuld be R s.16 . 06 per Cum. 

In this connection it mav· be 1nent ioned that the ra te of Rs.16.0fi 
per C u m has been worked out b y assuming a rate o f R s.2 ( instead 
o f R e. l) per km for the second km lead . 

4 . 02. ExcP.ss measuremen t 

The .Jaswan tm1 g-;n· \ .Varehousing· lln it- of the Company entrusted 
w ith construct ion of ·warehouses got the 'rnrk exectHed t·hrong-h 
piece-ralc "·orkers (PR\1\T) . According to Pu blic V\Torks D epartment 
(P \,YD) de1·a iled specifica t iom. width o f wall s in brickwork should 
be measured in m~iltiples of hal f bricks. which should be deemed 
to be inclus ive of morlar join ts. but limited to the wid th specified 
in the dra" ·ing:s . .\nv in ~re{lse in thickne'is of wa ll 'i due to thicker 
mortar joints or o,·ersized brick'i is not to be p;iid for. The Un it. 
ho\\·eH'~. reco1·rled die width of walls in excess of the width specified 

--

in the dra\\· ings resulting in <1n excess measurement (19!1 Cu m) and ._ 
an excess payment of Rs.O. ~ l lakh. 

T he ~ fa nag·ement . 1 Government st·ated (O ctober 1980) that the 
fi eld staff which were new hands. liacl recorded the 1"11 ickness . due to 
ignorance. as actuall v found at the site which was ;i.gainst the prac­
tice preva iling in the Si-ate rwn. It WflS furth er Stfltecl that a cir­
cular was being issued for recording meflsnrements according to the 
PWD vstem . 

UTT. R PRADESH STATE SU GAR CORPORATION 
LIMITED 

4. O~. Exrt>ss fHl)'m Pnf of el rrtricif ''i' charges 

Accor<lin Q; to the rate schedule ap plicable to heavy power con­
sumers. in ca.;es where the actual energy ch;i.n1:es happened to be 
lcs tl1an the min inm rn consumpt ion guarfl ntee -in a particular month 
the m in inrnm consumption gu ara nt·ee of Rs . ~110 per KVA per annum 
was charn;e'1hlc at the rate o f Rs.~ O per month per KVA of the con­
tr<1cted d em'1nd '>uh·jcct to acl_iustmen ts in tl1 e la ~ t bill For the year. 

Four unit<; of the Company had pa id the minimu m consump­
l"ion char p;es for month'i during which the '1ctnal enerp;v charges 
were less than the rn in inrnm consumption g·naran tee . but had not 

·--

' '-
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claimed adjusltnents in Lhe last bills of Lhe respective years, resul t­
ing in an excess payment of Rs.3. 81 lakhs as deLaile:d below : 

Name of unir 

Khadda 

Bhatni 

Sakhoti Tanda 

Barabanki 

Period 

1975-76 to 1979-80 

1976-77 to 1979-80 

1977-78 to 1079-80 

I 978-79 

Total 

Amount 
(Rupees in la kh~) 

0.98 

0.47 

1.38 

0.98 

3.8 1 

The Management stated (February 1981) that Rs. l . 03 lak.hs 
(Ilhatni: R s.O . 05 lakh and Barabanki : Rs.0 . 98 lakli) had since been 
recovered / adjusted and for the balance the matter was being 
pursued. 

The matter was reponed to GovernmenL in Seplember 1980 ; 
reply is awaited (March 1981). 

CHANDPuR SUGAR COMPANY LIMITED 

1. 04. Avoidable energy charges 

According to the rate schedule applicable to large and h eavy 
power consu mers, if the energy supplied to a factory is utilised for 
non-industrial purposes, such circuits are required to be segregated 
by the consumer, metered separately and consumption charged 
under the appropriate rate schedule. In case of default the entire 
consu mption is Lo be charged at the higher rate applicable to mixed 
load. 

The Company took a power connection (Feuruary 1977) with a 
contracted load o( 300 KW but did not segregate the power circuit 
for the residential colony until April 1980 resul ting in an avo idable 
e?'tra payment of Rs.1 .96 lakhs for the period August 1977 to Apri l 
1980. 

The matter was reported to the Management/ Government in 
May 1980; replies are awaited (May 1981). 

<1. 05. Short recovery 

The Company awarded a contract (September l 976) to a firm 
o[ Naini for the supply, erection and commissioning o f plant and 
machinery for a sugar factory (1250 tonnes of cane per day) at 
Chandpur (Bijnor) for R s.327. 08 lakhs. T he f'acl'Ory was com­
missioned in J anuary 1978. 
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As per the terms of the contract the Company was to supply 
electric power to the firm on payment, the basis for which was not 
spelt out. During J anuary 1977- January 1978 the Company had 
supplied 178,486 Kwh Crom its own diesel generating sets (average 
estimated cost : 75 paise per Kwh) and 78320 Kwh out of 177,060 
Kwh received at the cost of Rs.I . 06 lakhs (average cost : 60 paise 
per Kwh) from Lhe State Electricity Board. The firm was charged at _ _ 
22 . 83 paise per Kwh for all the units supplied to the firm resulting 
in a short recovery of Rs. I . 24 lakhs. 

The Vlanagement stated (January 1981) that as the agree­
ment was silent about the basis for payment, the rate as applicable 
to heavy power consumers under the Board's tariff, was agreed to 
(February 1978) after discussions. The [anagement added that 

a supplementar)"\ debit nota for Rs . 0 .42 lakh (at 16.17 paise 
per Kwh) was being ·issued as Lhe revised rate (on the basis of 
supplementary bills received from the Board) worked out to 39 
paise per Kwh. 

The matter , .. ,ras reported to Government in May 1980 ; reply is 
<nva ited (March 1981) : 

KICHHA SUGAR COMPANY LIMITED 

4. 06. E xcess payment of sales tax 

Under the provisions of the Uttar Pradesh Sales T ax Act, 1948 
(as amended from 26th May, 1975) the Company was eligible for a 
concessional rate of sales tax on goods purchased for its own use 
(3 per cent up to 30th June, 1975 and 4 jJer cent thereaFter). To 
obtain the concession the Company had ,tQ furnish to the dealers a 
declaration in the prescribed form. 

During the 3 years up to 1979-80 the Company had purchased 
goods worth Rs . l 0. 76 lakhs for its own use bub failed to furnish 
the required declaration resulting in an avoidable payment of sale~ 
tax of Rs. 0. 46 lakh. 

The Management stated (March T981) that bulk of the items 
were petty items for which furnishing of prescribed form was not 
feasible ; that wherever feasible refund of extra tax paid was being 
taken up with the suppliers and that instructions were being issued 
to the Company to furnish the forms wherever applicable in future . 

The matter was reported to Government in September 1980 : 
reply is awaited (March 1981). 

.. 
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UTTAR PRADESH STATE TEXTILE 
CORPORATION LIMITED 

±. 07. Los, on yarn 

The CrAnpany sells yarn at the prevailing market price through 
dealers who are allowed a tirade discount (on slab basis) of up to 
l per rent . Documents for yarn despatched to the dealers are sent 
through the bank for collection. 

During J uly 1977 to March 1978, yarn valued at Rs .83.18 lakhs 
was despatched to a dealer o[ Kanpur b y 4 units of the Company­
Sandila (Hardoi) , Kashipur (Nain ital) , Meerut and Jhansi- through 
road Lransport contractors and the despatch documents ' vere sen t 
through the bank. '1 he dealer retired documents of the value ot 
Rs . 55. 87 lakhs through the bank and managed 110 take delivery of 
yarn valued at Rs. 11. 65 lakhs against cheques handed over to the 
transport contractors. All the cheques, issued by the party (August 
l 977 Lo A,Jiil l 978) were. on presen t~ tion. dishonoured. In 
addition . the bank, levied R s. l . 04 lakhs on account of bank charges 
and interest up to March 1979 due to non-retirement/ delayed 
retirement of the documents. 

The undelivered yarn v<1 lucd at Rs. 15 . 66 lakh was disposed 
of by th e Company at a loss of Rs. I . 79 lakhs which (in terms of 
clause 9 of the agreement) was recoverable from the dealer. 

Further, an amount of R s. l . 75 lakhs was recoverahle from 
the dealer on account of sales tax in respect of the consignmen.its 
taken delivery of b y him. 

The Management stated (June 1980) t:,hat 5 first information 
repor ts had been lodged with the Police aga inst the dealer and 
transport contractors and two llransport contractors had deposited 
Rs .] . 07 Jakhs. It was also stated that four petitions had been filed 
(May 1980) in the Court of Civil Judge, Kanpur, against tme dealer 
and th ·~ transport contractors covering the losses amounting to 
R~. J ~ 37 lakhs and interest thereon. 

The matter was reported to Governmenc in May 1980 ; reply 
is awaited (March 198lr 

UTT AR PRADESH ST A TE SPINNING MILLS 
COMPANY (N O. I) LIMITED 

4 . 08. L oss on sale of _yarn 
In March 1978 the Uttar Pradesh Spinning Mills Company 

(No. !)Limited despatched 120 bales of cotton yarn in three consign­
ments of 40 bales (7264 kgs; value : Rs.2 . 61 lakhs) each from its 
factory a1t Rae Bareli to a firm of Calcutta for export to Bangladesh . 
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The firm took delivery of only one consignment (40 bales) and 
retused to take delivery of the other two consignments due to inferior 
quality and its having been rejected by the Textile Committee, 
Calcutta. The 80 bales lying with the transporters got damaged 
in the floods (September 1978). While assessing the extent of 
loss / damage, 40 bales were found by the Company to be in good 
condition and were disposed of at Calcutta at a lower rate resulting 
in a short recovery of ~s. 0 . 45 lakh. While the firm agreed to bear_..- , 
50 per cent of the loss (March 1980) the amount had not been 
recovered so far (September 1981). Five bales (Rs.0.33 lakh) 
were found short with the transporters, the claim for which was 
reported LO have been lodged with the insurance company but the 
amount had not yet been realised (December 1980). The balance 
of 35 bales (value : Rs. 2 . 28 lakhs) which were badly damaged were 
transported back to the factory and were lying at the factory undis-­
posed of (Sep tember 1981). 

T he Management/ Government stated (July / November 1980) 
Lhat the claims lodged by the Compan y were being pursued and were 
likely to be finalised shortly and that such incidents were a regular 
feature of the trade. 

UTT AR PRADESH INSTRUMENTS LIMITED 

4. 09. Non-payment of principal and interest 

Pursuant to the State Government decision to transfer the 
Government Precision Instruments Factory, Lucknow (GPIF) to the 
Company (with effect rom 1st March, 1975) at the net ·written down 
value the amount of R·s.32 .41 lakhs which was to have been paid 
by the Company within 12 months from the date of transfer had 
not been paid so far (March 1981). 

According to the terms of transfer the value of inventory and 
stock (transferred at book value) was to be t.reated as a loan carry-

.. 

ing interest at 8. 5 per cent per annum repayable within 5 years . ._ 
The exact value of the inventories had yet to be se~tled between 
Government and the Company (March 1981). 

While the Company had treated Rs . 93. 40 lakhs (including the 
value of fixed assets : R s. 32. 41 lakhs) as an unsecured loan from 
Government (as the purchase consideration) no instalments had 
been repaid so far . The amount of interest due to Government 
was assessed at Rs . 26 . 79 lakhs (March 1980) after ad justing 
R s. 2. 50 lakhs paid in March 1976. 

T he Management stated (August 1980) that the State Govern­
ment had been requested (April l 979) for waiver of interest on 
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the value of inventories and for repayment of the amount in 
instalments spread over a period of 5 years after an adequate 
moratorium period. The decision of the Government was still 
awaited (March 1981). 

The matter was reported to Government m May 1980 ; reply 
is awaited (March 1981). 

4 . 1 O. Manufacture of speedometers 

In May 1975 t:he Company resolved to establish facilities for 
the manufacture of 100.000 speedometers per annum for scooters 
at its works a t Lucknow. To finance this scheme as well as to 
manufacture magnetos and other products. the Company got a 
loan of Rs.10 lakhs sanctioned from the Uttar Pradesh Financial 
Corporation (November 1977) against which an amount of 
Rs.7.16 lakhs was drawn (November 1978). 

The Company engaged a firm of Bane;a lore (May 1975) for the 
supply of technical know-how and initial supplies of components. 
Against Rs.3 lakhs payable to the firm on account of consultancy 
charges. etc. Rs. I 75 lakhs had been paid u p to August 1980. 

The Company had incurred an expenditure of Rs.l.34 lakhs 
on the purchase 0£ machines and equipment during 1975-76 to 
1978-79. 

During the period 1975-76 to 1979-80 the Company had manu­
tact.ured only 2,801 speedometers at a total cost of Rs.3.51 lakhs 
(excluding in terest on loan and commitment charges) and realised 
Rs. l.08 lakhs on their sale to Scooters India Limited. Lucknow, 
thereby incurri ng a loss of Rs.2.43 l akb ~. 

The Management stated (August 1980) that the production of 
speedometers was seriously affected as the technical collaborators 
did not co-operate due to non-payment of the ou tstanding balance 
of consultancy and techn ical kn m,·-how charges. 

The matter was reported to Government m May 1980 ; reply 
is await ed (March 1981). 

4 . ] 1. Employees' provident fu.nd 

In accordance with the provisions of the Company's Provident 
Fund Rules the Company is required to pay to the Board of Trus­
tees both employer's and employees' share of contribution 
not: later than 15 days of the close of every month . failing 
which the Company has to pay interest at the rates specified in the 
rules. The Company, however failed to deposit the contributions 
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within the prescribed tiime limit and made itself liable to pay 
Rs.5.58 lakhs towards interest (at rates ranging from 2 to 80 per 
cent) for the- period March 1975 to February 1980. 

The M:magement stated (August 1980) that the Company con­
tinued to suffer losses and its financial problems could not• be solved. 
The payments of Provident Fund contributions were thus delayed 
for periods ranging from l to 6 months. ...--- ...... 

The matter was reported to Government in May 1980 ; reply 
is awaited (March 1981). 

4 .12. UndP.r-realisation o.f sales tax 

The Company, on the basis of its own assessment, deposited 
Rs.2.40 lakhs and Rs.1.58 Jakhs as Central and State sales tax res­
pectively realised from the customers for 1975-76. The sales tax 
authorities, however. assessed the Company for higher amounts and 
the Company had to pay R s.0.24 lakh (1 978-80) towards additional 
sales tax (including R s.0.11 lakh towards interest charges at 2 per 
cen t per month). 

The Government / M anagement stated (September / August 
1980) tha t. 1hi<; happened d ue Lo staff being new and nor fully con­
versant with the charg-eable rates of sal es tax, and that action to 
realise the additional sales tax from customers had since been 
initiated. 

UTTAR PRADESH STATE CEMENT CORPORATION 
LIMITED 

4.13. Loss in clisjJosal of cylpebs/ new gunny bags 
With a stock of 48 tonnes df cyl pebs (a grinding medium) as 

on l st Apr il 1972 at the Dalla fa ctory the Company purchased 120 
ton nes (R s.2.23 lakhs) of cylpebs during 1972-73 (70 tonnes : 
R~.l.17 lakhs) and 1974-75 (50 tonnes : Rs.l.06 lakhs) . The issu es 
(from stock'i Lo the m ill amoun ted to 26 tonnes in 1972-73 and 38 

t·onnes in 1975-76 : there were no issues in 1973-74 and 1974-75. 

6.616 tonnes of cyl pebs (value : R s.0 . 12 lakh ) found sh ort on 
ph vsical verifica tion (Januar y 1977) ,,·ere charged to production in 
1976-77. The balance q uan tity (97 tonnes) was declared (March 
1977) surplus as its u til isation would lead to heavy consumption of 
eltctric power and reduce the out P lll of the m ill s. O u t of the 
quantity declared surplus, 94 tonnes were disposed of (May to 
October 1977) l:o a fi rm of -Neff Delhi at R s.1000 per tonne a,gainst 
the average book value o f R s.1 820 per tonne, r esulting· in a loss 
nf Rs.0.77 l::i kh . The rem~ining cylpeb~ were consu med d uring 
1977-78. ~ 
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The Management stated (March 1981) that keeping in view 
the im en to : y carrying cost, its d isposal below book value " ·as in th e 
larger in terest of the Com pany and that the loss in disposal was 
written off in November 1978. 

The 1m1tter was reported to Government in September 1980; 
reply is awa ired (May 1981). 

UTTA R PRADESH STAT E : ('.RO INDUSTR I AL CORPO­
R A. T ION LIMITED 

4-. 14- . Un 11s11 ble stock 

In Apr il 1977 the Company decided a programme for the produc­
tion of 9000 tonnes of cattl e feed durinr~ 1977-78 by installing a new 
automatic plant at Lucknow and proceeded to procure the r equisite 
raw mater ials (May 1977) al a cost of Rs.7 .50 lakhs. T he plant was. 
howe,·er. not ins talled and at the end of 1977-78. the Com pany h eld 
stocks of raw rnri teria ls (gTa in procluc1s) valued at R s.2 . 71 lakh s at 
the Balanced Livestock Feed Factor ·. Lucknow. 

Samples ,,·ere g-ot test<'d l>y Pant N agar U niversity wh ich repor­
ted that the materials were sub-st-andard or no t fi t for making 
standa rd l ivestock ration and thr:: Compan y decided (April 1979) to 
wri te off the loss. T he Management sta ted (January 1980) that raw 
materials were mostly purchased in 1977-78 for increased production 
of cat tle feed wh ich did not nuter ialise as the au tomat ic plan t was 
not installed . 

Tn Novem ber 1980 Government sta ted t·hat to save the Company 
from a hu~e loss. the mater ials were sorted ou t and materials worth 
R s.1.43 lakh:' "·ere used in production. I t was further sta ted that 
materials of the value of Rs.O 06 lakh "·ere found shor t during 
phys ical veri fication (March 1979) and the balance (Rs. l.22 lakhs) 

, was held in stock for disposal / write off. 

1. 15. E xtraction of mentha oil 

Jn 1977· 78 the Company set up (as a developmental activity) 
a meniha grass processin<s unit for extraction of oil. A 
rnen tha oil e'Xlract ion plan t capable of pr oducing- 14 kg of mentha 
oil per day (s ingle shift) was set u p (J u ne 1977) at; a cost of 
R s. 1.13 lakhs. No soil tests were. however. conducted before th e 
acq u isition of land or setting up the oil extraction plant . Mentha 
gras was t:;rom 1 over an area of 12 acres and 33.45 quintals of grass 
·were produced dur ing· the years 1976-77 and 1977-78. Thereafter 
the soil was tested ( J 977) and found to be unsu itable for w owing 
mentha grass. T he extraction of 1nen tha oil amoun te<l to 155 kg in 
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1977-78 and 198 kg in 1978-79 and the oil was sold for Rs.0.17 lakh 
each year. No oil was extracted during 1979-80. The Manage­
ment stated that this was due to non-availability of grass from the 
furm or from local farmers. The plant (depreciated value : 
Rs.0.76 lakh) was lying unutilised since April 1979. 

The Company had not maintained separate details of the ex-
penditure incurred on the scheme. The loss during 1977-78 and ___ , 
1978-79 was, however. estimated by the Management at Rs.0.42 lakh 
with a recurring loss of R s.32,000 per annum on account of depre­
ciation of plant and machinery and building. pay and allowances of 
staff. electricity ancl maintenance expenses, etc. 

The Management stated (January 1980) that the disposal of 
the plant was under its active considerat ion. 

4.16. Unsold stock 

In pangTaph 2.08 B (d) of the Audit' Report (Commercial) for 
1976-77 mention was made• of the working of the Company's 
Talkatora vVorkshop. To provide durable and standard agricul­
tural implements the Company had manu factured 33 threshers in 
1971-72 out of which only 1 thresher could be sold (February 1972) 
and the rema ining 32 thre hers were lying unsold (March 1981) . 

The manufacture of threshers without assessing the market or 
demand for them had resulted in blocking of funds to the extent 
of Rs.O . 80 lakh (32 threshers) for the last 9 years . 

The mJ tter was reported to the Company /Government m 
May / September 1980 : replies are awaited (March 1981). 

KUMAON MANDAL VIKAS NIGAM LIMITED 

4.17. Construction of ropeways 

In May 1978, Government decided that: the Company should 
take up the construction of only such ropeways as would be econo­
mically viable. Consequently, the construction of Bona - Sera­
ghat and H artola - Ramghat ropeways. (which were taken up by 
the Company in November 1976 withou t considering their economic 
viabili ty). was stopped (December 1978) resulting in an infructuous 
expendi ture of R s.1.87 °lakhs (Bona - Seraghat ropeway : R s.1.23 
lakhs ; H artola - R amghat ropeway : R s.0.64 lakh) on the survey 
and design of the two ropeways. 

Government stated (February 1981) r:hat the survey and design 
work alreadv done could be made use of in future. 

-
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4 .18. Sale of ap:bles . , . 

The agreement entered into with an individual of Lucknow 
(October 1973) who was appointed as a wholesale distributor for 

apples (for Lucknow and suburbs) provided thac he would pay 60 
per cent of the price within 15 days of the receipt of the bill and 
the balance wi thin 2 months. Interest at 10 per cent per annum 
was recoverable on delayed paymen ts. The distributor had given 
a security deposit of Rs.O . 15 lakh (September 1973) to the Company. 

The Company continued to send consignments (total value : 
R s.0.49 lakh) of apples to the distributor (up to January 1974) 
without ensuring 60 per cent payment which resulted in accumula­
tion of dues amounting to Rs.0.4 1 lakb against the dist:i;ibutor. A 
civil suit was filed against the distributor (August 1975) for the 
recovery of Rs.0. 31 lakh (after adjusting the security and including 
interest charges) which was decreed in favour of the Company 
(September 1976) with costs (R s. 2,888). No amount had, how­

ever, been recovered (February 1981) as the distributor had no 
movable or immovable property in his name. Neither bad any 
action been taken (Februar y 1981) aga inst the employees 
concerned for continuing supplies without ensuring payments in 
terms of the agreement nor had the amount been ·written off 
(February 1981) . 

Government stated (February 1981) that: as per trade practice 
the supply of apples to wholesale distributor was not immediately 
stopped due to default in payment as t:here was a provision for pay­
mem of incerest and the commodity was perishable. I t was fur­
ther stated tha t: all the concerned officials were no more in the 
service of the Company. 

I t may be stated that while defaults in payment began from 
20th September 1973, th e supplies were continued until 30th 
January 1974. 

UTTAR PRADESH TYRES AND TUBES LIMITED 

4. 19. E xtra expenditure 

(a) Two orders were placed on a firm of Bombay (March 1976) 
for the\ supply of 8 mixing mills and 2 extruders for a price of 
R s.22.44 lakhs. The supplies were to be completed by January 
and May 1977 respectively. All the machines were ready with the 
firm for supply (April 1977) but these were not ·taken delivery of 
by the Company in spite of a notice from the firm (December 1977) 
for lifting them within 2 weeks. Four mixing mills and one 
e..xtruder (value : R s.13. 28 lakhs) were finally taken over during 
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July - . October 1978 for which the firm claimed (May 1978) 
Rs.1 .25 lakhs by way of interest and inventory charges, which were 
duly pa id (July. 1978). 

For the remaining machines (value : Rs.9 .16 lakhs) received 
be tween December 1979 - March 1980 the firm claimed Rs.2 .70 
lakhs towards increase in prices which after negotiations (April 
1979) was settled at Rs.1.60 lakhs. The incidence o[ extra expen- .. 
diture worked out to Rs. l. 83 Jakhs (including excise duly and - - , 
central sales tax) . 

The delay in taking delivery of the machines had thus resulted 
in an extra expenditure of Rs.3.08 lakhs. The Company attributed 
(November 1979) the delay to non-disbursement of term loans by 
the financial instilutions and banks and equity contributions from 
the share holden •. 

(b) The Company placed an order (June 1977) on a firm of 
Lucknow for the supply of low / high tension cables aL Rae Ilareli 
for Rs. 1 . 86 lakhs. The supplies ·were to be completed by 
September 1977. The Company did not accept the consignment 
of cables worth Rs.l.08 lakhs (su pplied by the firm in September 
1977) and consequen l1ly had to r eimburse .Rs.0 .10 Jakh towards 
freight. demurrage and whai-fage charges. elc. to the supplier 
(October 1978). 

As the cables were urgently required the Company placed a 
fresh order on the same firm (October 1978) involving an additional 
cost of Rs. 0 . 88 lakh. 

Thus the Company incurred an extra expenditure of Rs.O. 98 
lakh which would have been avoided had the supplies been accepted 
against the earlier order. Paucity of funds (due to delay in disburse­
ment of term Joans by financial insLitutions) was stated by the Mana­
gement (November 1979) to be the reason for not lifting the 
consignment. , 

~~:-JI __,,,,_. 

(c) The company placed orders on 3 firms during February­
October 1977 (value: Rs.7.64 lakhs) for the supply of air compres­
sors (with accessories), water chilling unit (inclu~: ing cooling 
towers) and 3 roll calenders (including single let off, cooling drums, 
etc.) . 

Due {o delay in project implementation the Company either 
asked for postponement of the supplies or failed tO/ make advance 
payments (as per the orders) or to furnish the requisite certificate 
from the Excise Department. In the meantime the firms increased 
the prices resulting in an additional expenditure of Rs. 0 . 44 lakh. 
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The Management stated ·(March 1981) that due to non-receipt 
of timely disbursement of term loans from financial institutions/ 
bank and conLribution towards equity from the promotor companies, 
the consignments could not be released in time. 

These cases were reported Lo Government in May 1980; replies 
are awaited (March 1981) . · 1 ;. _ . • ;, 

THE INDIAN TURPENTINE AND ROSIN 
COMPANY LIMITED 

4. 20 . Non-realisation of central sales tax 

T he Company exported its products of the aggregate value of 
Rs. 21 . 66 lakhs (1974-75) Lhrough Lh c Stale Trading Corporation 
o( Ind ia (STC) w.ithout charging sales tax on such sales. The Sales 
T ax authorities, assessed the Company for sales tax (February 1979) 
on the goods at 10 jJer cent (Rs. 2.16 lakhs) ,,·hich was paid by the 
Company in March 1979. The Company's plea for assessment at the 
concessional rate of 3 per cent, applicable to export sales, was not 
accepted by the Sales Tax authorities as the movement of goods was 
u nder contracts with STC and not with the foreign firms. 

T he Management sta1ted (September 1980) that the Sales Tax 
authorities had levied sales tax merely on technical grounds, and that 
an appeal had been filed (April 1979) with the Sales Tax Com­
missioner (Appeals). 

The matter was reported to Government in November 1979 ; 
reply is awaited (March 1981) . 

UTTAR PRADESH BUNDELKHAND VIK.AS 
NIGAM LIMITED 

4. 21. fr regularities in cash / stores 

A i;rnrkcharged Supervisor whose re ignation was accepted (April 
1976) after he was found responsible for a shortage of gitli was later 
appointed as a regular Supervisor (January 1977) withou t keeping 
in view his past conduct while in the service of the Company and 
soon thereatter was promoted as an Assistant Manager (March 
1977). D uring the period from J anuary 1977 to April 1979 the 
following irregularities were noticed in the charge held by him : 

(Ru pees in lak hs) 
Shortage of gitti a nd soling material 0.51 
Unauthorised advances to staff (incuding Rs. 2223 to self) 0. 19 
Un autho rised sale (o n cred it) 0.08 
Non-acco untal (Rs. 432) and doubl e payment (Rs. 200) 0.01 

0.79 
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His services were terminated in Miay 1979 and a first informa­
tion report was lodged in June 1979 with the Police. The final 
report of Lhe Police was awaited (March 1981). • 

The Management stated (March 198 1) that all the records 
concerned with the case ,.vere with the Criminal Investigation 
Department (CID) and that figures and facts would be confirmed 
only on receipt of the report from CID. - -

The matter was reported to Government in September 1980; 
reply is awaited (March 1981) . 

GARRWAL MANDAL VIKAS NIGAM LIMITED 

4 . 22 . Loss in ma.rheling of potato 

The Company took up the marketing of pota1toes during 1979-80 
with a view to develop the local economy. The company purchased 
1636 bags (1350 quintals) o[ potatoes from Hars'il area, Uttar 
Kashi (.January / February 1980) and transported them to Rishikesh, 
Dehra Dun an d Delhi. 129 bags of potatoes got damaged due 
to snowfall / road blockade and 17 3 bags were found short at the 
marketing cen tres. The Company had incurred an expenditure 
of Rs.1 . 16 lakhs on the purchase (Rs. 0 .51 lakh), packing 
(Rs. 0. 04 lakh) , transport (Rs.O. 48 lakh) and sale (Rs.O. 13 lakh) 

of the potatoes. 1334 bags of potatoes were sold for Rs.O. 41 lakh, 
resulting .jn a loss of Rs.O. 75 lakh. The Company received a sub­
sidy of Rs.O .48 lakh from Government and incurred a net loss of 
Rs.O. 27 lakh in the transaction. 

Government stated (June 1981) that main reason for the loss 
was that the work was 1taken as a promotional activity. 

TRANSCABLES LIMITED 

4. 23 . Payment for sup plies not received 

Jn June 1979, a representative of a firm of Pune offered to 
supply 21 tonnes of aluminium rods at a rate of Rs. 10,850 (inclu­
ding a commission of Rs.500) per tonne which was below the market 
price. The purchase was approved by the Chairman on 4th July 
1979. 

The Quality Control Officer and an Accounts Officer of the 
Company were deputed to Pune with instruct ions to make payment 
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to the firm by bank draft only after the material was tested, deli­
vered and loaded in a truck for despatch to the Company. The 
firm's representative, however, obta ined the bank draft oE 
R .217350 from tlie Accou nts Officer at Pune (1 l th July 1979) 
before delivery / inspection and despatch of ithe material. There­
after, the whereabouts of the representative could not be traced. 
The bank draft (in the name of the firm) was en cashed on 11th 
July 1979. The first information report was lodged ·with Pune 
Police on 12th July 1979. The results' of investigation were 
awa ited (March 1981). The serv'iices of the Accounts Officer were 
terminated in March 1980. 

The Government stated (January I 981) tha t the Company / 
Government were in contact with faharashtra Government, 
neither the culprit had been arrested nor any amount recovered 
(March 1981). 

UTTAR PRADESH PASH UD HAN UDYOG NIGJ\M 
LIMITED 

4. 24. Avoidable expenditure 

The Company obtained a Joan of Rs.25 lakhs from the State 
Government (April 1976) for a period of one year for its working­
capital requiremen ts at 12 . 5 jJer cent interest with a rebate of 
3. 5 per cent if the loan was repaid within a year. Rupees 0. 94 lakh 
was the value of stamp duty for the execution of the deed. In 
accordance with the decision of the Board of Directors (April 
1976) , the Compan y inYested (lst June 1976) R s. 15 lakhs in term 
deposit for 13 months bearing interest at 8 jJer cent per annum. 
The inves1tment matured on 4th July 1977 andi Rs.15 lakhs was 
repaid to the State Government on 18th July 1977. 

The non-utilisation of Rs.15 lakhs (out of the loan of 
Rs.25 lakhs) resulted in an avoidable payment of interest charges 
OE Rs.1.12 lakhs (April 1976-July 1977) besides the proportionate 
amount of Rs.O. 56 lakh towards stamp duty. 

The matter was reported to the Management in November 
1979 and Lo Government i Mayi 1980 ; replies are awaited (March 
l 951) . 
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ST J\ TUTOR Y COR PORA TIO NS 

SECTION V 

5 . 0 I . Introduction 

.. ~ ... " ' 
l : ~ • : ! 

· ' -

T here were 4 Stalnlory Corpora tions as on 31.st :Yiarch 1980 : 

- Utta r Pradesh State Electricity Board, 
-Ullar Pradesh Financial Corporation, 

- Uttar P radesh Stale W arehousing Corporation, and 

- Uttar P radesh State Road Transpor t Corporation . 

T he accou nts of U ttar Pradesh State Road Transpor t Cor­
poration for the years 1977-78 to 1979-80 were in arrears (Novem­
ber 1981) . 

T he position of arrears in the finalisation of accounts was last 
b rought to the notice of Government in Jun e 1980. A synoptic 
statement sho"· ing the summar ised financial resul ts of the Cor­
po1:ations based on the latest available accounts is given in 
Appendix 'B'. 

5 . 02 . Ullar Pradesh Slat e Electricity B oard 

The worki ng resul ts and operational performance of the Uttar 
Pradesh Sta te Electricity Board have been reviewed in Section VI 
o F this R eport . 

5 0 ~. U llar Pradesh Fin an cifl l CorfJorn.tion 

T he working· resu lts an cl opcirntional performance of the U'ttar . 
Pradesh Financial Corporation have been reviewed in Section XI. _.._ 
oE this R eport. 

5 . 04 . Vilar Pradesh Sta te TT'areliousing Corporation 

5. 04. 01 . In troduction 

T he Uttar P n1cl esh State \!\Tareho using Corporation was estab­
lished in 'March 19!)8 under Section 2c (1) of the Agricultural 
Produce (Development) and \ t\Tarehousing Act. 1956, replaced by 
the vVarehousing Corporat ions Act. l 962. 
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5: 04 . 02. Paid-up ·capital 

The paid-up capi tal o[ the State Warehousing Corporation as . 
on 31st March 1980 was Rs.282 .50 lakhs (State Government : 
Rs.141.25 lakhs: Central Warehousing CorporatiQ.1] :· Rs.141 .25 
lakhs) against the paid-up capital of Rs.242. 50 lakhs (State Gov­
ernment: Rs.141. 25 lakhs ; Central Warehousing Corporation: 
R s.101.25 lakhs) as on 31st March 1979. 

5. 04. 03. Borrowings 
The Corporation has obta ined loans for construction of go­

downs from the State Bank of India bearing interest at 11 per cent 
per annum. T he loans are repayable in 27 half-yearly instalments, 
the first insta lment being payable after 2 years of the drawal of the 
loan. As on 31st March 1980 a loan of R s. l ,025 Iikhs was 
outstanding. ,. , 11 • . , • • • . ..,., 

5 . 04. 04. Guaran tees 

T he table below ind icates the deta ils of guarantees given by 
Government for repayment of loans 1;aised by the Corporation and 
payment of interest thereon : r · ' ' 

Particular<; ' 

Loan from State 
Bank of India 

1025.00 

Year of 
guara ntee 

l 977-78 

Am0u11t 
guaranteed 

(Rupees in lakhs) 

350.00 

5. 04 . 05 . Financial f1osition 

- r Amount 
o utstanding as o n 

31 st March 1980 
Principal Interest T otal 

325.00 27.48 352.48 

The table below summarises the financial position of the Cor­
por.ation under broad headings for th e three years up to 1979-80 : 

-- 1977-78 1978-79 1979-80 
( Ru pees in lakhs) 

Liabilities 

(a) Paid-up capi tal 202.50 242.50 28?.50 

(b) Reserves and surplus . -. 5Q3.85 636.28 724.50 

(c) Borrowings 368.36 1025.75 1025.00 

(d) T rade dues and o ther current lia bili ties 140. 18 136.63 261.81 

Total 1214.89 2041.16 2293.8 1 
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1977-78 J 978-79 ]979-80 

Assets (Rupees in lakbs) 

(a) Gross block ..- 651.7 1 1222.7 1 1554.54 

(b) Less : Depreciatio n 25.64 58 .55 124.37 

(c) Net fixed assets 626.07 J 164.16 1430.17 
-· --

(d) Capi tal works-in-progress 207.47 4 16.4 1 

,(e)_ Current assets, loans and advances 381.35 460.59 857.37 

(.() D eferred Revenue expenditure 6.27 

Total 1214.89 2041.16 2293.8 1 

Capita l employed 858.83 1479.88 2025.73 

Capita l invested 1048.16 1896.41 2023.90 

NoTE:- Capital employed represents the net fixed assets plus 
working capital. ..._, -~ 

·Capital invested represents paid-up capital plus long­
term loans plus free reserves. 

5 . 04. 06. W orking results 

The following table gives the details of the working results of 
the Corporation for the three years up to 1979-80 : 

I . Income 

(i) Warehousing char.ges 

(i i) Other income 

2. Expenses 

(i) Establishment charges 

(ii) Interest 

(ii i) Other expenses 

T ota l 

Total 

1977-78 1978-79 1979-80 

(Rupees in lak hs) 

461.22 

I0.72 

471.94 

96. 15 

9.79 

177.57 

283.51 

481.93 

11.83 

489.61 

12.50 ---

493.76 502.J I 

110.72 133.23 

43.88 79.74 

190.69 176.01 

345.29 388.98 
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1977-78 1978-79 1979-80 

3. Profit before tax 

4. Provision for tax 

5. Other appropriations 

-- -6. Amount available for dividend 

7. Dividend paid 

8. T otal return on capital employed 

9. Total return on capita l invested 

10. Perc~ntage of return on 

(a) Capital employed 

(b) Capital invested 

5. 04. 07. Operational performance 

(Rupees in lakhs) 

I 88.43 148.47 113.13 

175.40 

13.09 

13.00 

198.22 

198.22 

23.08 

18.9J 

132.50 

16.20 

16.20 

192.35 

J 92.35 

(P er cent) 

13.00 

\0.14 

90.31 

22.84 

22.60 

192.87 

192.87 

9.52 

9.53 

The following table gives details of the storage capacity created, 
capaciity u tilised and other information about the performance 
of the Corporation for the three years up to 1979-80: 

Pa rticulars 1977-78 1978-79 1979-80 

1. Number of stations covered 132 139 139 

2. Storage capacity created up to the end of the 
year 

(tonnes in lakhs) 

(a) Owned 4.31 6.45 7.74 

(b) Hired 9.47 8.04 6.63 

Total 13.78 14.49 14.37 

3. Average capacity utilised during the year 13.80 14.61 14.43 
(tonnes in lakhs) 

4. Percentage of uti lisation JOO.I 100.8 100.4 

5. Average revenue per tonne per year (Rs.) 34.20 33.80 34.80 

6. Average expenses per tonne per year (Rs.) 20.54 23.63 26.96 



5. 05. Utlar Pradesh State Road Transj1ort Corporation 

The working results and operational performance of the .. 
Uttar Pradesh State Road Transport Corporation have been review· 

. ed in Section XII of this Report. 

" 1 

• J . : • 

.... . 

.. • t.•. 



SECTION Vl 
UTTAR PRADESH ST ATE ELECTRICIT Y BOARD 

6. 0 1. Jntrodu clion 

T he Uttar Pradesh State Electricity Board was established on 
l st Apr il 1959 under Section S ( I) of the E lectricity (Supply) Act, 
l 948. 

6. 02. Capital 

T he capital requirements of the Board are provided in the 
torm of loans from lhe Governmen l, the public, 1the banks and othter 
financial institutions. 

T he aggregate of long-term Joans (including loans from Govern­
ment) obtained by the Board was R s.2138.5 1 crores at thei end of 
March 1980 and represented an increase of Rs. 235. 14 crores i.e. , . 
Rs.12 .4 per cen t on lhe aggTegate of long-term loans of R s.1903. 37 
crores as .a•L the end of the previous year. Details of lo.ans 
obtained from different sources and outstanding at the close of the 
two years up to March 1980 were as fallows : 

Sou rce 

) tal c Go vernment 

O ther so urces 

To ta l 

6. 03. Guarantees 

Amount outstand ing Percentage 
as on 3 1st M a rch increase 

1979 1980 

(R upees 1in crores) 

1600.29 

303.08 

1759.24 

379.27 

1903.37 2138.5 1. 

9 .9 

25. 1 

12.4 

Governmen t have guaranteed the repa yment of loans raised by 
the Board to the extent of Rs.362. 28 crores and payment of interest 
thereon. T he amount of principal guaranteed and outstanding as 
on 3 l st March 1980 was Rs. 243. 89 crores. 
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6. 04. Financial p osition 

The financial position o( the Board at the close o( the 3 year~ 
l.lp to March 1980 is given in the following table : 

1977-78 1978-79 1979-8v 

(Rupees in crores) 

Liabilities 
......... , 

Loa ns from Government 1420.2 1 1600.29 1759.24 

Other long-term loans (including bo nds) 260.92 303.08 379.27 

Reserves and surplus 68 .03 80.38 89.49 

Current liabilities 161.10 175.40 324.46 

Total 1910.26 2159.15 2552.46 

Ass~ts ~ 

Gross fixed assets 1140. 18 1238.65 1281.57 

Less : Depreciation 164.17 198.04 198.29 

Net fixed assets 976.01 1040.6 1 1083.28 

Capital works-in-progress 515.35 666.22 83 1.77 

Current assets 259.29 285.06 487. 19 

Miscellaneous expenditure not yet written off 6.58 7.80 8.26 

Accumulated losses 153.03 159.46 141.96 

---- _.......-.-

Total 1910.26 2159. 15 2552.46 

--- -
Capital employed* 1074.20 1J 50.27 1246.01 

Capital investedt 1749. 16 1983 .75 2228.00 

*Capital employed represents net fixed assets (excluding capital works-in- pro­
gress) olus working capita l. 

tCapita l invested represents paid- up capita l plus lo ng-term loans plus free reserves. 
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6 . 05. Working results 

The working results of the Board for the 3 years up to Mar~h 
1980 are summarised below : 

Revenue receipts 

Subsidy from State Government 

Revenue Expenditure 

Gross surplus for the year 

Appropriations 

General reserves 

Interest o n 

- Government loans 

- Other loans 

Total 

Write off of intangible assets 

Net surplus (+ )/defi cit(- ) 
Total return on capital employed 
Total return on capita l invested 

Rate o f return on 

1977-78 1978-79 1979-80 

(Rupees in crores) 

176.27 

176.27 
172.90 

3.37 

4.6 1 

0.56 

20.67 

0.67 

26.51 

224.82 

224.82 
208.38 

16.44 

2 1.91 

0.96 

22.87 

256.70 

. 10 1.00 

. 357.70 

2 15.48 

142.22 

' . ' 

95.9 1 

27.7 1 

1.10 

124.72 

(- -)23. 14 (- )6.43 (+ ) 17.50 
(- )1.9 1 (+ ) 15.48 (+ ) 141.12 
(- )1.9 1 (+ )15.48 {+ ) 141.12 

(Per cent) 

- Capital employed 1.35 J 1.33 
- Capital invested 0.78 6.33 

....__ As on 31st 'l\farch 1980, the Board had a cumulative contingent 
liability of Rs. 370 . 96 crores as detailed below : 

For the Cumulative as 
year on 3 lst 

1979-80 l'vfa rch 1980 
(Rurecs in crores) 

[nte rest on Government loa ns 51.1 7* '.334.17 

Deprecia tion 36.79 36.79 

Tota l 87.96 370.96 

*fncludes Rs.49.33 crores being interest on works-in-progress for the years 1959-
60 to 1973, 74 not shown as contingent liability in respective yenrs. 
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6 . 06 . Operational fJerf onnance 
The following- Lable indicaLes the operational performance of 

the Board for the 3 years up to 31st March 1980: 
Particular5 1977-78 1978-79 1979-80 

Installed capacity (MW) 

• 

- Thermal 1666.50 198 1.1 0 2 173. 10 . ..-... , 

-Hyde! 1068.35 1068.35 1068.35 

- Otners 12.50 12.50 12.50 
- - -

Tota l 2747. 35 3061.95 3253.95 

Normal maximum demand (M W) 2730 2000 257 1 

Power generated (Mkwh) 

-Thermal 6 11 4.286 6441. 701 6854.305 

- Hyde! 3 174.975 3682.547 3265.797 

- Others * 5.744 3.729 ~ .... 
--- - --

To ta l 9289.261 10129.992 10 123.831 

Less : Auxiliary consumption (M kwh) 678.044 760.91 2 804.752 

Net power generated 8611.2 17 9369.080 93 19.079 
• 

Power purchased 11 8.094 482.482 404.385 

To tal p:>wer available for sale 8729. 311 985 1.562 9723.464 

Power sold-

- Sold and billed 6919.3 20 79 15.659 7869.089 

- Sold but not billed 57 .590 93.437 13.402 __.__.. 

- Power supplied free 17.96 1 18.254 12.868 
---

Total 6994.87 l 8027.350 7895.359 

T nrrnnission and distribution lo o;scs 1734.440 1824.2 12 I 828. 
(Per cen t) 

Load factor 29 .0 29.9 27.6 

Percentage of tran sm ission a nd distri- 19.9 18.5 18. 
bution losses 

Number of unit s gcneralccl per KW of 338 1 3308 3 111 
in stalled ca pac ity 

--- - - -- ----
*Included in therma l. 
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6. 07. T he Colla-wing table gives other detail s a bout the 
working of the Board as at the end of the 3 years up to 3 l st March 
1980 : 

Part icula rs 

Villages/towns electrified (num bers) 

Pump-sets 'wells energised (numbers) 

N umber of sub-stat io ns 

T rans mission/dist ribution lines (Kms) 

- High voltage 

- Medium voltage 

- Low voltage 

T otal 

Connected load ( MW) 

Number of consumers 

Number of employees 

1977-78 

1928 

30762 

11 9 

12029 

125520 

85615 

223 164 

J978-79 

1272 

25587 

132 

12876 

J29 182 

92372 

234430 

1979-80 

2262 

37413 

142 

14453 

* 
* 

43 10.209t 4537. I 55t 4932.856'!' 

1823059 

* 

1923947 

93000 

208 194) 

* 

6. 08. T he following table gives the details of power sold, 
revenue, expenses and profit per Kwh sold during the 3 years up 
to 1979-80: 

Unit sold (Mkwh) 1977-78 1978-79 1979-80 

Agriculture 204 5.7 l 9 240 1. 106 2529 .226 
Industria l r 3433.645 3958.022 3515. 119 
Commercial 82.408 75.055 61.274 
D omestic 683.836 807.361 963.835 
Others 691.673 692.369 812.503 

T ota l 6937.28 1 7933.9 13 7881.957 

Revenue per Kwh (paise) 25.41 28.33 45.38 

Expenditure per K wh (paise)tt 24.92 26.26 32.01 

Profit per Kwh (paise) 0.49 2.0 7 13.37 

• Figures not · available wi th the Board. 
t lncludes 0.25 MW load of Hindalco met through their captiYe generation . 
t ·j·Worked out a fter taking into account the tota l depreciation but excluding 
interest on loa ns. 



SECTION VII 
RURAL ELECTRIFICATION PROGRAMME IN 

UTTAR PRADESH 
7.01. Mention was made in paragraph l 3 of Section II of the --. 

Audit Report (Commercial) for the year 1973-74 of the progress 
in rural electrifi cation in the State up to 1973-74. Further pro­
gress is dealt with in the succeeding paragraphs. 

7 .. 02 . The Board had incurred a total expenditure of 
Rs. 288. 90 crores on its rural electrification programmes · up to 
1979-80. The expenditure incurred, villages electrified, pumps 
energised, etc. during the 3 years up to 1979-80 are indicated below: 

1977-78 1978-79 . 1979-80 

Expenditure incurred ( Rupees in crores) 24.39 24.85 33 .01 

Tota l number of villages in the State 112561 112561 J 1256 1 

Number of vi llages electrified 

- During the year 1928 1272 2262 

- To the end of the year 35026 36298 38560 

P ercen tage o f villages electrified 31.1 32.2 34.3 

Harijan Bastis electrified 

- During the year 1991 1457 1505 

- T o the end o f the year 10996 12453 13948 

Number o f tubewells/ pump-scts energised 

_..._ 

- Du ring the yea r 25725 25573 37305 ---

- To the end of the year 293603 3 19176 35648 1 

A verage number o f tube-wells/ pum p-se ts ener- 8 9 9 
gised per e lectrified v illage 

T otal sa le o f po we r with in the Sta te ( in 6937.28 1 7933 .9 13 788 1.957 
Mkwh) 

Co nsum ptio n o f power fo r ag ricul tu ra l pu r- 2045.7 19 240 1.106 2529.226 
pose ( in M kwh) 

Pcrcentn ~e o f agric ultu re power co nsum ption 29.5 30 .3 32 .1 
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7.03. Financing of the programme 

The programme of rural electrification is being carried out by 
the Board as Pla1, works under dilfereru schemes, viz. Stale (normal), 
Rural Electrification Corporation (REC) Limited (normal) and 
REC- Minimum Need Programme (MNP) . The funds are pro­
vided by the State Government, the REC, the Agricultural Re­
finance and Development Corporation (ARDC) and the Land 
Development Bank (LDB). The funds received for the purpose 
from various sources during the 3 years up to 1979-80 are detailed 
below: 

1977-78 1978-79 1979-80 
Particulars Amount Percentage Amount Percentage Amount Percentage 

(Rupees in crores) 

State Govern- 16.35 67.0 2.08 8.3 10.11 30.6 
ment 

REC 6.48 26.6 14.08 56.7 16.67 50.5 

ARDC and l.56 6.4 8.69 35.0 6.23 18.9 
LOB 

---·--
Total 24.39 24.85 33.0 l 

7 .04, Formulation of s{;hemes 

Except for the schemes for electrification of harijan bastis 
(sanctioned on ad hoc basis), all other schemes were taken up on 
the basis of their financial viability, to secure a net return of 3 . 5 
per cent on the investment (after meeting depreciation, interest 
and operational and maintenance expen~es) after 15-25 years of 
their implementation. 
7 . 05. Schemes financed by REC 

REC advances loans (against State Government guarantee) 
for such economically viable schemes as would yield a return of 3. 5 
per cent after a prescribed period, viz. 15 years for ordinary advan­
ced areas, 20 years for ordinary backward areas and 25 years for 
specially under-developed areas. 

The loans are released in 3 - 5 instalments (to cover the 
period of implementation) and are repayabl~ in specified number 
of annual instalments, with interest varying from 6.25 to 9.5 per 
cent per annum depending upon the expected yield. The first 
instalment of loan is released on completion of necessary legal for­
malities of documentation and other preliminary arr.anlgements. 
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The second, Lh ird and subsequen t insLalme11ts are released accord­
rng to Lil e p i1 ysical progTess o[ Llie i111ple111e11LaLion of schemes and 
u Ltiisation o f insLalmc11Ls alread y released . 

The table below indicaLes the details of amounts sanctioned 
by REC, and the aclual expendiLure incurred by the Boa,rd up to 
1979-80 : 

L 

Year of Numb~r of Estimated Loans Actual Percentage 
sanction schem .::s cost/loans drawn expenditure of 

sa nctio ned sa nctio ned uti lisat io n 
(P rogressi-

ve) 

( Ru pees in crores) 

Up to 

1976-77 14 1 78.1 6 37.85 15.77 42 

1977-78 17 9.26 S.48 13.07 65 

1978-79 40 2 1. 14 14.08 1.1 6 51 

1979-80 68 23.59 16.67 4.7 1 46 
- ---- - ----

Tot·al 266 132. 15 75.08 34.71 
- ----- ---- ----

It would be seen that as against Rs.1 32.15 crores sanctioned , 
on ly Rs.75 .08 crores (56.9 per cent) 1vere drawn. The short­
drawal of Rs.57.07 crores was attributed by the Board (October 
J 978) to poor progress of the schemes. The REC observed (March 
1979) that the slion-drawal was due to under-reµorLing 1to it o f the 
µrogress o[ works executed. According to the Additional Chief 
Engineer, RESPO th is was due to improper maintenance of records 
in the field. ~ 

T he shorLfall in u tilisa tion of amounts drawn was stated by 
the Board (October 1978) to be due to diversion of funds to other 
than R EC schemes and lack of en thusiasm amongst the prospective 
consumers. As against 266 schemes sanctioned (cost: Rs.132.15 
~rores) !Up Lo 1979-80. on ly 176 sche11H.:s (co~t : R s.73.25 crores) 
representing 66. J per cen6 (cost : 55.4 jJer cent) had been under­
Laken up 10 March ] 980. 

7.06. Perjor1na11ce of schemes 

(a) The achievements up to 31st March 1979 in r elation to the 
phased 1;irgc1s (based on the number o f instalments of loans drawn 

---
• 
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up to September 1978) as reported by REC (July 1979) are 'tabu­
lated below: 

Particulars 

Electrification of new vill­
ages (Number) 

HT lines (kms) 

LT lines (kms) 

Distribution transformers 
(capacity in KVA) 

Services (Number) 

Pump-sets 

Small industries 

Domestic/commercial 

Street lights 

Total 

Phased· 
target 

8413 

20276 

14785 

494022 

35198 

11993 

144749 

43903 
- - ·----

235848 
------

Achieve- Percell - All I ndia* 
ment tagc Pcrcen-

tage 

5745 68 .3 77 .3 

12471 61.5 81. 2 

8877 60.0 84 .6 

330176 66.8 8..J..3 

2 1453 60.9 75 .2 

1552 12.9 55.6 

29985 20.7 61.2 

7555 17.2 72 .3 
- ----

60545 25.7 65.3 
- ---- --- -

It will be seen that while the perce111tage achievement for d is­
tribution transformers was 66. 8 per cent and 60-61. 5 jJer cent 
for HT/LT lines, the overall achievement for services was only 25.7 
per cent. 

The physical targets of sanctioned schemes and the actual 
achievements up to 1979-80 are indicated below: 

T a rget Achievement Percen tage 
o f 

achievement 

Electrification of villages (Number) 22446 7563 33 .7 
HT lines (kms) 35486 13769 38.8 

LT lines (kms) 82492 l0835 13. l 

Number of sub-stations 42929 12335 28.7 

Energisation of private tubewells/ pump- 87264 26556 30.4 
sets (Numbers) 

Small industria l connections (Numbers) 2593 1 3246 12.5 
Domestic connections (Numbers) 422939 402 19 9 .5 
Street lights (Numbers) 107885 8434 7.8 

*Source- 10th Annual Report 1978-79- Rural Electrification Corporation 
Limited. 
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(b) The year-wise programme and actual electrification of 
villages and energisation of tubewells/ pump-sets during the 3 years 
up to 1979-dO ·were as under : 

Year 

1977-78 

1978-79 

Vi llages Percentage Tubewells/ Pum p-sets Percen tage 
Target Achieve- of Tmget Achieve- of 

2000 

1820 

ment achieve- ment a ch ieve-

J600 

1020 

ment 

80.0 

56.0 

6400 

6800 

4386 

4974 

ment 

68.5 

73.1 

1979-80 2665 1691 63 .4 13600 6967 5 l. 2 

As on 31st December 1980 there were 18,242 applicants who 
had completed the formalities and were awaiting energisation of 
their tubewells. • ! 

(c) The table below indicates the progress of expenditure up 
to 1979-80 in respect of 39 out of 95 sanctioned schemes up to 
197 4-7 5 where the scheduled period of execution (3 years) had 
already expired : ;~ 

Year of 
sanction 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

Total 

umber of Amount 
schemes of loans 

Loans 
d rawn 

Short- Percenl-
fall age of 

shortfall 

(Rupees in Jakhs) 

4 

5 

14 

13 

3 

39 

2 l 7.l 5 

398.61 

804.45 

689.53 

155.84 

172.0 l 

307.87 

58 1.03 

289.69 

84. 32 

2265.58 1434.92 

45.14 

90.74 

223.42 

399.84 

71.52 

830 .66 

20.8 

22.8 

27.8 

58.2 

45.9 

Actual 
expendi­

ture 

144.92 

308.45 

524.51 

252. 17 

51 .83 

1281.8 8 

It would be seen thaJ: the total shortfall amounted to Rs.830.66 
lakhs (36 . 6 per cent) . These funds could not be drawn because of 
non-achievement of the physical targets within the scheduled period . 
Similarly there was a shortfall of Rs. 153.04 lakhs in the utilisa­
tion of th e loans drawn . To illustrate : for the Kanpur II scheme 
sanctioned in 1973-74 for Rs.46. 07 lakhs, REC had advanced 
Rs.24.22 lakhs as the first instalment (1975) against which only 
Rs.9.44 lakhs could be utilised up to March 1980. Against the 
target of 67 villages and 563 tubewells, 7 villages were electrified 
and 4 tubewells energised under this scheme. 

• 
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(d) The targets and achievemenls of the 39 schemes up to 
1979-80 are analysed below : 

Year or Villages electrified Energisa1i on of pump- Other connections 
sanction sets (domestic, industrial 

Target Actuals Per-
and street lights) 

Target Actuals Per- Target Actuals Per-
cent- cent- centage 
age age 

1970-71 417 354 84.9 2,964 829 28.0 14,490 2,233 J 5.4 

l971-72 814 572 70.3 5,942 474 8.0 20,723 1,980 9.6 

1972-73 1,846 1,201. 65. 1 5,494 838 15.3 54,740 11 ,690 21.4 

l 973-74 l,248 477 38.2 6,234 364 5.8 44,947 4,606 10.2 

1974-75 333 141 42.3 2,230 107 4.8 9,753 509 5.2 
---- ----

Total 4,658 2,745 58.6 22,834 2,612 1 1.4 1,44,653 21,01 8 14.5 
---- ----
In this connection the following points were noticed : 

(i) While Lhe total expenditure incurred was 57 per cent 
of Lhe loans sanctioned for the schemes, the targets for ener­
gisation of pumpsets and other connections had been achieved 
to the extent of only 11.4 - 14.5 per cent. 

(ii) 1295 villages (13 schemes) electrified at a cost of 
R s.597.40 lakhs had only 573 pump-sets and small industrial 
connections, yielding an average of 0.44 per village. 

1450 villages (26 schemes) electrified at a cost of 
R s.684 . 48 lakhs had 2942 tubewells and small industrial 
connections yielding an average of 2.03. Of these, 130 villages 

(6 distTicts) electrified at a cost of R s.39.07 lakhs during· 1975-
76- to 1979-80 no connection whatsoever could be providell 
(March 1980) as there was no demand. 

-~'!',@ 

(iii) Against the estima ted cost of R s.77 . 29 lakhs for Naini­
t.; tl II A !>Cherne (sanctioned in February l 972) the Board 
inc..ul'!'ed an expenditure of Rs.122.97 lakhs - an excess or 
Rs.45.68 lakhs (59.l per cent) . However, against the target 
oF 109 tubewclls arnl 510 '.! 01hcr co1 incction.s only 22 tubc­
·wells and 832 other co1111t:ct·iom w uld be provided. Because 
of rocky soil limiting the scope for further ex te'nsion of 
tu~well connections, in N ovember 1979 the Board decided 
to close i:he scheme ; the scheme has, however; not been · 

, .. - ' . . . ~ clos¢ so far J.March 198 I') . 
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(iv) The Mainpuri I scheme was sanctioned (January 1974) 
for R s.42. 60 lakhs for the electrification of 60 villages ; only 
J 5 villages were, however , electrified a t a cost of Rs.12. 84 
lakhs and against the target of 500 tubewells and 120 indus­
tr ial connections only 29 tubewells were energised and 5 
indmtrial connections provided. REC observed (November 
1977) tha.t most of the villages comprised usar land, with 
little demand for tubewell connections. .,........_ , 

In the Kheri I scheme sanc~ioned in September 1972 for 
R s.54.34 lakhs the slow progress of connections was stated 
by R EC (November 1977) to be due to new canal network 
and huge length of HT line constructed without adequate 
network of sub-s tations in the area. Against the target of 
electrification of 94 villages and energisation of 500 tube­
wells, the Board had , up to March 1980, electrified 6 villages 
and energised 11 tubewells by incurr;ing an expendioure of 
R s.19.92 lakhs. 

• 

(v) In November 1977 the REC suggested that the Board 
shou1d revise 38 schemes (including 25 out of 39 schemes 
referred to earlier) which were not making much progress. ----"-, 
Jn N ovember l 979, the Additional Chief Engineer (RESPO) 
asked the Zonal Chieif Engineers to complete the necessary 
for maliries for th e closure / revision of the schemes. How-
ever . the schemes had neither been closed nor r evised 
(March 1981). As a result, the Board was unable to draw 
the balance of R s.797 .02 lakhs against the sanctioned loans 
fo1: these schemes (January 1981). 

7.07. N oll-eYer:u linn of schemes 

Out of 130 schemes sanctioned during 1974-75 td 1978-79, in 
respect· of 25 sch emes sanoionecl for Rs.1359.02 lakhs either the 
work had 1101 c0mme1 cecl or the actual prog;ress un to 31st M arch 
l 9RO w ::i <; n-."<?;liP:ihle. REC had advanced R s.545. 16 lakhs as the, 
firs t loan i nsr;i lmc•ll: for t"l csc schemes against i:vh1ich th e actual u tili-.__._ 
sa tion a 111on'11ec1 to only Rs.1 9.33 1akhs (3.5 /Jer cent) as per details 
n·iven below : 
Partici.1 lar~ 1974-75 JCJ75-7G 1977-78 1978-79 Total 

Number of s~·h eme~ 
(Rupees in lakhs) 

1 ") 7 13 25 
. . ~a:ue;t~tmcd - . 

: -~~_tii~~~ed 1'in1ount · . 1-7"3.74 126.33 352.48 706.47 1359.02 

Amount- -d raw!l' · · .76.23 43.90 151.13 273.90 545.16 

·Amount s·pent 11.16 N'it 6.14 1.(53 i9 .. 33 
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Particulars 1974-7 5 l975-76 1977-78 1978-79 Total 

Percentage of 

- Amount drawn 
again~ t amount sa nc­
tioned 

mount spent 
against amount 
drawn 

Village_ elt:ctrificd 

Target 

Actual 

Tubewells energised 

Targcr 

Actua l 

Perccnt:ige to target o r 

-Village~ electrified 

43.8 

14.6 

236 

-+9 

1390 

8-+ 

:W.8 

6.0 

(Per cenr) 

."\4.8 42.9 

ii 4. 1 

(N11111bers) 

'297 

4 

620 

2 

u 

f\.03 

7 17 

40 

544 

n. 

(Pa ce11t ) 

5.6 

1.U 

38.8 40.1 

0.8 3.5 

1246 2496 

67 160 

3455 6009 

11 8 276 

5.4 6.4 

3.4 4.6 

As a res ult the Board was unable to draw the balance of 
R s.t I ~. 86 lakhs against the sanctioned loans for 1th ese schemes. 

T he re<;sons for the poor achievements and the main problems/ 
constraints in the implementation of REC projects " ·ere analysed by 
R EC (Apnl 1979) as under : 

(i) over-optimistic projections ; 

(ii) inadequate staff and transportation facilities: 

(iii) lack of co-ordination among the field officers and 
between 1 he State Electricity Board and State Government 
dt:partruenLs, developniental agencies and credit institutions: 

(iv) inarlequa te managcmem information service; 

(v) sh o1 lagc of malf:' ri;.1(. power ')upph· and Cliesel oil; 

(vi) backwardness ot areas co"vered (un~er . REC / MN!) 
schemes), general ignorance of the rural population and :lick 
of enthu siasm among the prospective consumers ; a'r)d 

.· \ ' (vii} diversfon of funds to non-REC ~w·ifrks. . 
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7.08. Excess over estiniatecl cost 

The expenditure incurred (Rs.449.90 Jakhs) up to 31st March 
1980 on the following 6 schemes had exceeded the estimated cos.t 
(Rs.373 . 88 lakhs) by Rs.76. 02 lakhs (20 . 3 per cent) : 

Names of the scheme Estimated Arnou nt Actua l Excess Percentage 
cost/ loan d rawn ex pen- of exces 
sa nctioned di tu re 

(Rupees in lakhs) 
~ .... 

Mirza pur J 58.05 58.05 62.31 4.26 7.3 
(October 1970) 

Ghazipur l 6 1.04 6 1.04 70.28 9.24 ~ 15.1 
(March 1971) 

Naiuital II (A) 77.29* 77.29 122.97 45.68 59.1 
(February 1972) 

Pauri G arhwal l 81 .22* 78.3 1 89.92 8.70 l0.7 
(July 1972) 

Gonda I 41.78 4 1.78 42.90 1.12 2.7 
(July 1972) 

Almora l 54.50* 54.50 6 1.52 7.02 l 2.9 
( August 1972) 

Tota l 373.88 370.97 449.90 76.02 20.3 
----· · . ---- ----··--

It would be seen from the table below that •these schemes 
sanctioned during October 1970 - August 1972 and scheduled for 
completion within 3 years were yet to be completed (May 1980) : 
Na mes of t ho:: sch~rn:~ Vi llag.: clectri lkH ion Priv3tc tubewe lls/tu bc,, cll ~i 

pump-sets energisation 

Targcb Actu:tls Percent- Targets Actuab Percent-
age age 

M irzapur I 87 44 50.6 636 43..+ 68.2 
Ghazipur 1 129 64 49.6 600 1000 166.7 
Nainital (1 ( /\) 2 15 199 92.6 109 ~o 27.5 
Pauri Garl111a l I 28R 2 1X 75.7 7 2 28.6 

Gonda I 56 {.f 60.7 3.'?5 .236 72.6 
Almora T L90 120 63.2 18 ... 

·' 16.7 
- ---

.. 'I l•la l %~ 675 69.9 I ()I)~ l 6S~ CJlJ , 2 

--···- ·--- ·-·4, --- --· ~------------ -
•rn~ludes su bsidy frO!TI G overnmeu{: 
Nainital H (A) ,·: Rs.20.87 lakhs 
Pauri-Garhv.,al I : R s.4·1.93 lakl1s 
Alm'o'ra I : Rs'. !4.1{ la'k:b's ·· 

.......... ', 

__.. 

i 
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In the case of N ainital scheme the excess expenditure was 
due to the installation of 54 (25 K VA) transformers as against 40 
provided in 1the scheme and execution of 30 kms of LT lines ( l 0 
villages) against the provision of 5 kms based on consume:r targets. 

The extra works were carried out by the Divisional Officers 
without ob':aining the approval of the Board. The reasons for the 
excess expenditure .in the other 5 schemes were not available 
(March 1981). 

7 .09. Excess over the amount of loan drawn 

In respect of 6 schemes the Board had spent Rs.122.20 lakhs 
more (95.9 per cent) than the amount of loan / subsidy received from 
REC and the State Government respectively up to 1979-80 as shown 
below : 

Name of the 
scheme and date 

of sanctio n 

Sanctio ned amo un t A mount d rawn Actual Excess 
REC Govern- T ot;i l Loans Su bsidy Total exp -
lonn ment end i-

suhsidy tu rc 
(Ru pees in lakhs) 

Cha moli I 19.6 1 47.1 3 66.74 16.70 7.39 24.09 45.81 2 1.72 
(September 1972) 

Moradabad lI 57.29 57.29 36.41 36.41 44.39 7.98 
(September 1972) 

Rae Bareli lif 57.35 57.35 37.29 37.29 41.63 4.34 
(September 1972) 

Pithoragarh I 26.92 64. 72 9 1.64 1.42 1.42 56.33 54.91 
(March 1973) 

Uttar Kashi [ 17.94 43. 11 61.05 15.98 0.83 16.81 42.83 26.02 
(November 1973) 

Rae Bareli IV 
(January 1977) 

20.03 20.03 I 1 .29 11 .29 j 8.52 7.23 

Tota l 199. 14 154.96 354.10 117.67 9.64 127.31 249.51 122.20 

T he REC had sanotioned Pithoragarh I scheme (August 
1973) for Rs.91. 64 lakhs, to be executed with Government sub­
sidy of Rs.64. 72 lakhs and REC loan of Rs.26 . 92 Jakhs, against 
which Government had released only Rs.1. 42 lakhs (June 1979). 
As a result, while the Board had incurred an expenditure of 
Rs.56. 33 lakhs (March 1980) , REC had not released the loan of 
Rs.26. 92 lakhs. Chamoli I scheme was sanctioned by the REC 

• 
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(September 1972) for Rs.66. 74 lakhs Lo be exec uLc<l with Govern­
ment subsidy of R s.4 7. 13 lakhs and REC loan of Rs.1 9 . 61 lakhs 
against which Government had released only Rs.7 . 40 lakhs. As a ' 
result, while the Board ha<l incurred an expenditure of Rs.45. 81 
l~khs (March 1981), the REC had not released the balance of 
Rs.2 . 91 lakhs. Similarly, Uttar Kashi I scheme was sanctioned by 
REC (November 1973) for Rs.61. 05 lakhs lo be executed with .......-
Government subsidy of Rs.43 . 11 lakhs and REC loan of Rs.17. 94 · 
lakhs against which Government had released Rs .O. 83 lakh. As a 
result, while the Board had incurred an expenditure of Rs.42. 84 
lakhs (March 1980) REC had not released the balance loan of 
Rs.! . 96 lakhs. The reasons for non-drawal of subsidy in these 

cases were not made available to Audit. 

7 . IO . Special project agriculture schenie 

The Special Project Agr iculture (SP A) loan scheme was 
introduced by REC (February 1978) to finance projects for ener­
gisation of pump-sets for immediate production purposes in areas 
(high potential clusters of villages) administratively co-terminus 

with divisions/ sub-divisions. The loan is of two categories; SP A ~~­
( l) covering 8-year loans, up to Rs.30 lakhs, for projects scheduled 
for completion within 2 years in areas having the basic infrastruc-
ture lines and ready demand and requiring only small extensions 
to connect tubewells / pump-sets and SPA (2) covering 14-year 
loans, up to Rs.50 lakhs, for bigger projects to be executed within 
4 years in areas requiring the construclion of some basic infras truc-
ture lines and sub-stations. 

From the table below it will be seen that against Rs.1162 . 19 
lakhs sanctioned, only Rs.115. 33 lakhs (9. 9 per cent) had been 
drawn against which the expenditure (up to March 1980) amounted 
to only Rs.5 . 34 lakhs (4 . 6 per cent) : 

Year 

J 977-78 

1978-79 

-1979-80 

Total 

Number Amount A mount Actual 
of of loan drawn cxpen-

schemes sane- diture 
tioned 

(Ru pees in lakhs) 

2 44.94 28.47 5.34 

5 174.42 55.30 

34 942.83 3 l.56 

Private tubewells/ 
pump-sets ener­

gised 
Target Actua l 

845 183 

1643 142 

. 9748 
- - --- ----

41 1162.19 115.33 5.34 12236 325 
----- - -----
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The 7 schemes sanctioned during 1977-78 and 1978-79 were 
to be completed within 2 years. Out of Rs.83. 77 lakhs drawn 

against these 7 schemes (estimated cost: Rs.219 .36 lakhs)', 2n 

expenditure of Rs.5.34 lakhs was incurred on a single scheme and 
work on the other 6 schemes had not commenced. As a result, 

further loan instalments could not be drawn. In respect of 34 
schemes sanctioned during 1979-80 the first instalment was drawn 
only against 10 schemes and the required formalities in respect of 

24 schemes (sanctioned in March 1980) could be completed only 
in December 1980. 

7 . 11 . Special transmission scheme 

The REC introduced the special transmission scheme (Decem­
ber 1971) for construction of HT transmission 1 in es and connected 

sub-stations considered necessary for distribution of energy in rural 
areas. Against the estimated cost of Rs.414. 41 lakhs for the con­
struction of transmission lines and sub-stations in 5 districts, REC 

had sanctioned loans of Rs.373 .42 lakhs (1972-73-1975-76) and 

the balance oE Rs.41 lakhs was to be raised by the Board from its 

internal resources. The Board had drawn Rs.296 . 53 lakhs from 

REC · (79. I per cent)' up to March 1980 and the total expenditure 
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up to March 1980 amounted to Rs.336. 79 lakhs as indicated below: 
Name of the district a nd year of 

sanction 

Lucknow-Rae Bareli 
1972-73 

Sultanpur-Pratapgarh 
1972-73 

Allahabad 
1974-75 

Bas ti 
1974-75 

Unnao 
1975-76 

Pa rticulars of work 

33 KV transmission lines (136 kms) and 
9 sub-stations 33/11 KV 1.5 MVA 

33 KV transmissin lines (220 kms) N ew .. -- . 
33/11 KV sub-station and augmentation 
of existing sub-station and constructi on 
of switchgear room. 

132 KV (DC) (Maaauri) Tapping Tee 
2.5 KW and 132/33 KV (M-a 1ra uri) sub­
station Ix 2.5 MVA 

132 KV (SC) Basti-Bansi line (50 l<ms) 
and 132/33 KV Bansi sub-station 
2X 12.5 MVA 

132 KV (SC) Sandila-Bangermau line 50 
kms 132/33 KV Bangermau sub-station 
1X 12.5 MVA -·-

.. 
' 
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Scheduled Estimated REC Amount Actual Remarks 
completion cost loan drawn expenditure 

(Rupees in Jakhs1 

1974-75 72.25 57.80 57.01 79.25 In progress 

_..... 
1974-75 84.29 67.43 66.33 56.36 In progress 

(excluding 
civtl 

works) 

1976-77 48.42 38.74 36.12 68.75 Completed 

1976-77 117.07 117.07 .117.07 127.48 In progress 

1977-78 92.38 92.38 20.00 4.95 Io progress 

> 
. Total 414.41 373.42 296.5.3 33.6.19 

•· ---
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It will o e seen that the expenditure on 3 schemes (Lucknow­
Rai Bateli, Allahabad and Basti) had exceeded the estimated cost 
by Rs.37 .74 lakhs (15 .8 per cent), the reasons for which were, 
however, not ava ilable. The Unnao scheme was to be completed 
by 1977-78. However, due to delayed ac<J.uisition of land. 
(Rs.4. 95 lakhs) during 1979-80. the loan of Rs.20 lakhs obtained 
from REC in March 1976 had remained nnntilised . 

It was noticed fnrther that the Hoard had incnrred an expen­
diture nf Rs.64 . 46 l:ikhs on the construction of 132 KV sirnr1e 
circuit Basti-Ransi line which was completed in Tuly 1979. The 
first of the 2 (12. 5 MV A)' transformers was , 1-iowever. energised in 
Tanu?rv 1 q80 : and the ~ecoPd transformer was et to be energised 
(March 198lf. ----.., 

7 . 12. S·vste11i iinflrovement .~chemes 
D uring 19n-74 RF.C Sfl nctioned 5 schemes for imnrovement 

of th<' syste111 (tn i·ecluce the l ine Josses hv the imt::ilfation oE LT 
capacitors and strenirtlienin g of 33 KV lines and sub-stationsf at a 
total cost of R s.83. 72 lakhs. T he schemes were to be completed 
within 2 years i.e ., by 1975-76. However, due to poor progress 
in the execntion of tlie scheme a loan of Rs .61 . 25 laklis had been 
drawn up to March 1978 as indicated belmv: 
Districts 

Azamgarh 

Bahraich 

Faizabad 

Moradabadl 

Sitapur 

Total 

Estimated Actual drawals 
cost 1973-74 1974-75 1977-78 

Total 
IF" 

14.81 

14.00 

13.23 

35.10 

6.58 

83.72 

(Rupees in Iakhs) 

11.11 

10.60 

9.92 

25.80 

3.29 

. 31.63 29.09 

~~ 

!"' 0.53 ' 1 t.64 

10.60 

1'119.92 

25.80 ~ 

- 3.29 

0.53 61 .25 

The worf oF stren2thening o F the lines :rnd sub-stations was 
completed (March 1980)' at a cost of Rs.48.41 lakhs in 4 districts 
except for Sitapur where no wor1<. had been undertaken so far. 

In April 1978, orders for 6240 LT shunt capacitors (2-7 
KVARf were placed ori 3 firms (value: Rs.20 .19 lakhs)- for ins­
tallation at the consumers' premises by March 1980. While ins­
tructions were issued to the field officers (January l 979f to instal 
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_the equipment as per the schemes, the installation work could not 
be undertaken (March 1981) for want of Board's decision about the 
rental to be charged. While the capacitors of the value of Rs.20 .19 
lakhs were lying in the stores since December 1978 the 
Board was unable to draw the subsequent instalments of the 
loan amoun ting to Rs . 22.47 lakhs (Nfarch 1981) . 

____ 7 . 13. Development schemes not covered under REC finance 

~ 

,... 

In areas not covered by the schemes financed by REC. rural 
el ectrification works were undertaken by the Board either with its 
own funds or with loans sanctioned by the State Government. The 
p1·ogra mm es 2nd actua 1 nerformar.ce ;n respect of such works rela­
ting to electrification of villages, and energisation of State and 
priva te tubewells/pump-sets during tl1e 3 years up to 1979-80 are 
indicated below: 

Year '"l"llElectrifkqtion of villa!!es Electrification of State and pri-
vate tube wellsfpump-sets 

Tar~et t\ctval Percentac-e Tarn:et Actual Percent~ge 

1977-78 1000 322 32.2 32000 21339 66.7 

'11978-79 2050 252 f 12.3 32000 20599 64.4 

19 79-80 ~- - ""O' 12SO 571 f" 44.6 33000 30338 91.9 r 
~ ---

Total 433() 1145 26.4 97000 72276 74.5 ,.-
--- - -- ----

While the Board h ad not maintained seoarate accounts of the 
rt>venne reali ~ <"rl a,,a oercenta;:;e of retnrn from such sr.liemes the 
Ro?rd c; tate<l (Tn ly 1978) that the anticip::ited loads had not mate­
·rialised and tne gross return of 10 ·per cent prescribed for the first 
year had not been achieveil in any case. 

7 . 14. Snb ~irh1 from G overn m tmt m~ninst losses in Rnral Electrl­
-fi,cation . Programme 

In the :A.udit R eoort -(Commercial)1 for the ve::i.r 1973-74 men­
t io·1 was made regardin g- non-receipt of subsidy by the Board to 
mrnof'nsate tb i:: losses on rural electrifi cation ooerations. The loss 
t'!stimated by the Board on such schemes was Rs .348 crores durin g 
the period 1969-70 to 1979-80 as indicated below: 
~~~Year -:-r:r: 

,......,,_.~~ ,....,.... 

'11"'Up to 1976-77~ 
1977-78 

1978-79 
1979-80 

Total 

f~-Amount of loss - ,-­
r"'"(Rurees in crow:) -

" 101.3 
, 66.1 
!!" 79.6 

... 101.0 

"348.0 



92 

Reasons for the losses as identified by the Board (February 
1980) were: " ' 

(i) non-achievement of physical targets of connections for 
light and fan , small scale industries and tu bewells and other 
services contemplated in the schemes ; 

(ii) non-availability of sufficient power and load shedding; ~ 

(iii) lack of resources with the farmers; 

(iv) flat tar iff on private tubewells/ pump-sets ·which is not 
cost oriented; 

(v) negligihle demand for power in hai·ijan bastis ; 

·(vi) higher in itial cost and lower tariff fixed for consumers in 
hilly areas: and 

(viif unrennmerative fanf/,tn, service connections (at a lmV' flat 
tariff)' introduced in June 1976 for weaker sections o f society. viz. 
harijans. laNlles<; lahntuers and agriculturi<;t' havinP- land of one 
acre or less. ex-s('rvicemen and for widows of servicemen. 

The St(l te GO\'f'rnmPnt ao-recxl (M arcn 197q) to T)TOYide sub­
sidy for the ks~es with effect from 1st Anril 197q ronivalent to the 
amount by ,,rhich Boarn's opcra:t i11 2· expenses (inclucling loan inte­
rest)° in respert of rnr::i l electrifirtltion operations excePrleft i ts reve­
nne from such oner '1 t·ions or such lower amo1wt '"' m"v h~ i-eonirecl 
to acnieve and maintain a r '1te of return of 9 . 5 bn ant 011 canita1 
employed. On the basic; of th is rommitment the Botircl liad worked 
out R,_101 crorcs ?<: th~ ;irnoun t o f c:uhsirlv rernw~rtible From tlie 
State Government for t·he vear 1979--80. 

However. a claim for Rc; .247 rrores for earlier vcar s. from 1969-
70 to ] 97R-7Q. W?<; cnhinitterl (Tnl v ]9R0f h v th~ RM1·r! ·whirl} wt1c: 

pending (Mav 1981\. wi1h the St~te Govern ment. The chiim for.........._. 
the navment of suh-;idy for 1979-RO had not hecn locl.Q'ed (Mardi 
] 98lf. 

For 'ivorking out the (ldmissihle am01int of tlnnn::i1 snhsidv tne 
actual level of losses incnrred. bv the Bo'1rrl is tn he rletermin<"d by 
the State Gov<"rnmf'nt and the noard. The m<"thocl of calculation 
had not yet (March 1981) been fi n:i llv sett1ecl . Since no separate 
accounts of capital / operating expenditure. r evenue realised and the 
oercentag:e of return from RE schemes were maintained by the 
Board, the :figures of loss indicated above were compiled by the 
Board, proforma, on ad hoc estimates. 
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7 .15. Other points of interest 

(a) Construction of lines and sub-stations 

(i) Up to June 1979, the construction of 11 KV HT and LT 
lines for electrification o( villages, harijan bastis and State tubewells 
was being undertaken by the divisions through muster roll labour 

........_ as p er the norms prescribed by respective Superintending Engineers. 

·--

From July 1979 the Board prohibited the employment of muster 
roll labour and thereafter the works were being awarded to con­
tractors either on work-orders (against limited q uotations) or 
against tenders. A test check of the records of 5 divisions for 
1979-80 revealed that in 2 divisions (Fatehpur and Kanpur) the 
works were awarded on the basis o[ tenders while in 3 divisio,ns 
(Unnao, Pilibhit and Sitapur) the works were got executed by the 
Sub-div~sional Officers on work-orders against limited q uotations. 
The construction cost per . km of 11 KV HT/ LT lines (including 
the cost of construction of sub-stations and carriage of material 
from sub-station stores to the work site) was significan tly higher 
(on the basis ot Kanpur rates) for works awarded on limited quota­
tions involving an extra expenditure of Rs.2. 66 lak.hs as indicated _ 
below : ,. k ••'1. ~ 

Name of division Cartage, erec­
tion, stringing 
of conductors 

HT LT 
li ne line 

including (3 phase/ 
one Swire) 
sub-

station 

(Cost per km in rupees) 

Kanpur 1272 1200 

Fatenpur 1720 1510 

Unnao 1750 2630 

Sitapur 1890 2660 

Pitibhit 2145 1925 

Percentage Quantity of Extra 
difference work done expen-

(u pto January diture fi 
1981) 

HT LT HT LT 
line line line line 

(in kilometres) (Rupees)] 

35.2 25.8 125 80 80800 

37.6 119.2 50 40 81100 

48.6 121.7 18 55 91424 

68.6 60.4 12 3 12651 

- - -
265975 
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(ii) · During test check of the records of 4 units it was noticed 
that while 152 kms of 66 KV and 33 KV lines (single circuit) 
were constructed during the years 1975-76 to 1977-78 at a total -. 
cost of Rs.46. 87 lakhs, these could not be energised as the sub­
stations (for stepping down the voltage for 11 KV rural feeders and 
11 KV feeder lines) '\Vere not ready (March 1981) : 

Name of district 

Sitapur 

H ardoi 

Unnao 

Pra tapgarh 

Name of lines Year of construction Expenditur~ . 
(Rupees in 

lakhs) 

66 KV Sitapur-W azirnagar 1975-66 a nd 1976-77 
(20 kms) 

66K V Sidhauli-Sadhna 
(20 kms) 

66/ 33 KV Sandila-Atrauli 
(18 kms) 

66 KV Sandila-Hasanpur 
(2 1 kms) 

33 ' KV Sand i-Sewajpu r 
(32 kms) 

33 KV Sonik-Purwa 
(2 1 kms) 

33 KV Bhopia Mau-Sandwa 
-Chandrika 

(20 kms) 

15-76 a nd l976-77 

l975-76 and 1976-77 

1975-76 and 1976-77 

1975-76 a nd 1976-77 

l976-77 a nd 1977-78 

1976-77 

Total 

6. 78 

7.02 

4.l3 

6.10~ 

5.55 

8.03 

46.87 

(iii)" Two 5 MVA transformers (value : Rs.7 lakhs) received 
in September 1978 for installation at the 66 KV sub-stations at 
Wazirnagar and Sadhna were still lying in the stores (Sitapur) as 
the construction work of the sub-station at Wazirnagar was taken 
up only in 1979-80, and the land for Sadhna sub-station was yet t°'--' 
be acquired (March 1981) ,. 

(iv) 20 ,20 kms of 'A.CSR 'Rabbit' conductor and 4. 60 kms 
oE 'Weasel' conductor (value : Rs.O. 50 lakh) transported from the 
main store at Sitapur to the Wazirnagar sub-station site (November 
1979), where these were not required, were stolen in May 1980. 

Conductors of the value of Rs.3 . 02 lakhs were stolen from 
the unenergised 66 / 33 KV (Sidhauli-Sadhna, Sandila-Atrauli, 
Sandila-Hasnapur and Sonik-Purwa) lines during 1978-79 and 
1979-80, and the lines were lying in a damaged condition since then 
(March 1981)~. 
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(b) Thefts and damage.r 

During test audit U une 1980) it was noticed that there were 
a number of instances of thefts and damage to line materials during 
and aEter construction of lines, some of which are mentioned below : 

Particulars of line 

11 KV Sadhna­
Dingara (8.8 · kms) 
Sitapur 

11 KV Jahaogirabad-. 
Maror (6 kms) 
Sitapur 

Year of 
comple­

tion 

1974-75 

1974-75 

11 KV Pandri-Newarna 1973-74 
(IO kms) 

Unnao 

11 KV Bichbiya­
Tariaon ( 4 kms ) 
Unnao 

11 KV Bhawaniganj­
Para (4 kms ) 

Unnao 
11 KV Bhawaniganj­

Sarwan (3 kms) 
Unnao 

1970-71 

1973-74 

1974-75 

Cost of 
line Remark 

(Rupees 
in lakhs) 

1.27 Loss of 38 supports. cond uc­
tor and frt •i ngs of 6.8 kms 
line (value : Rs. 0.76 lakh) 
noticed in May 1979. Matter 
was not reported to police. 
13 kms or conductor (value: 
R s. 0.26 Jak h) moved to the 
site (July L979) for repairs 
to the I ine also stolen (July 
1979) for which a report was 
lodged with th e police. The 
line was lying in damaged 
co ndition (March 198 1). 

0.88 The line supports ti lted in 
1975-76. Half the line 
(Jahangirabad-Sanda) ener­
gised in June 1977; the 
other half was lying in 
damaged condition (March 
1981). 

1.20 While giving a private tube­
well connection (April 1977), 
it was noticed that 22 sup­
ports and other items were 
damaged and the entire con­
ductor was missing. FIR 
was not lodged with police. 
(The consumer was given 
power supply after carrying 
out special repairs of 2.53 
kms. line at a cost of Rs. 0.18 
lakh). 

0.40 l These lines were lying in 
I damaged condition without 
I conductor which was stated 

0.40 ~ (June 1980) to have been 
I stolen. Fl R was not lodged 

J 
with the police. The extent 

0.30 of Joss was not determined 
and the lines were still lying 
in damaged condition 
(March 1981). 



Particulars of line 

11 KV Ghatampur­
Birsinghpur Sarah 
(21.2 kms ) 
Kanpur 

Year of 
com­
pletion 

1972-73 

I I KV Sikamlra-Veriya-1974-75 
Dcrapur (21 .3 kms) 
Kanpur 

l l KV Bhool- Maith 
( 12.7kms) 
Ka npur 

11 KV Ghatampur­
Gajner (17.l kms) 
Kanpur 

1972-73 

197 1-72 

Cost of 
line 

(Rupees 
in lakhs) 

2.10 

Remarks 

54.8 kms of cond uctor valued 
at Rs. l.10 lakhs was stolen 
during September-December 
1975 which was reported to 
the police and the rest of the 
conductor (8 kins) was re­
moved to avoid further thefts. 
The line was repaired/ 
energised during 1979-80 and 
1980-81 by incurring an 
expenditure Rs. 1.13 lakbs. 

1.66 Conductor of half of the line 
was stolen during August 
1974-February 1975 for 
which FIR was lodged 

(August 1974- February 

' 

1975) and the remain ing ~ 
conductor was removed to 
avoid further thefts. The 
line was lying abandoned . 

J.l 3 The unenergised line was 
banded over to the Electri­
city Maintenance Division, 
Kanpur, in August 1973 when 
it was noticed that there was 
no conductor on 11.65 kms 
(37 spans) of the line. No 
FIR was lodged with the 
police. 

1.24 Conductor (value : Rs. 0.18 
lakb) of 22 spans of the line 

was found missing (August 
1974) and 6.5 kms long sect­
ion ~f the line ~vas incompl­
ete; 1t was decided to reco­
ver the cost of provid ing 
conductor and removal of 
defects (Rs. 0. l 6 lakh )from 
the Junior Engineer respon­
sible for construction of the 
line. However, no action 
for recovery bad been taken 
so far (March 1981). 
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Particulars of line 
Year of 
comple­

tion 

11 KV Sheogarh- 1974-75 
Bainty Feeder (6 kms) 
Rae Bareli 

11 KV Feeder Harrai- 1973-74 
Satuabhar (25 kms) 
Gorakhpur 

97 

Cost of 
line 

(Rupees 
in lakhs) 

Remarks 

0.53 10.8 kms of'Weasel' conductor 
and 4 PCC Poles (value : 
Rs. 0.23 lakh) were stolen 
(February 1978- November 
1979) on 11 occasions for 
which FJRs were lodged "with 
the police. 

2.50 The line remained unenergised 
in the absence of any demand. 
69 kms of conductor (value : 
Rs. 1.04 lakhs) was stolen 
during 1974-75 to 1977-78 
for which reports were lodged 
with police from time to 
time. 

Neither were the reasons for the losses/damage to the lines 
investigated nor any responsibility fixed (March 1981). 

(c) Idle investments 
(i) Two 33 KV lines (Chhapka-Pasohi- 14 . 26 kms and 

Chhapka-Ghorawal-32. 2 kms) and three 33 KV sub-stations (Pasohi, 
Shahganj and Ghorawal) erected at a cost of Rs.21. 61 lakhs and 
Rs.8 . 25 lakhs respectively (August 1972) were yet to be tested, 
energised and commissioned (March 1981) due to defects in 
construction. 

(ii) In the undermentioned 11 KV lines, only supports (981) ' 
were erected at a cost of Rs.2 . 94 lakhs approximately : 

Particu lars of line 

Sikandra-Asva (Kanpur) 

Pindathu-Tera (Kanpur) 

Sikandra-Bhandemau 

Agwara-Sanihanpur (Kanpur) 

Pathakpur-Asoha (Unnao) 

Nai Sarai-Narainpur (Unnao) 

Period 

1974-75 

1974-75 

1974-75 

1974-75 

Prior to 
1975-76 

Prior to 
1975-76 

Number 
of 

supports 
erected 

204 

54 

172 

36 

26 

106 
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Particulars of li11e 

Bangermau-Atwa (Unnao) 

Por Sa ra wan village (U nnao) 

Kakarghata T-off (Sitapur) 

Ashapur Athgao i-Andharpur (Pratapgarh) 

Saifabad- Arail a (P ratapgarh) 

Period 

Prior to 
1975-76 

Prior to 
1975-76 

1975-76 

1975-76 

1975-76 

Number 
of 

support 
erected 

144 

24 ~ 

23 

126 

66 

Total 981 

Non-stringing of conductor on these lines was stated by the 
divisional officers (June 1980) to be due to non-availability of con­
ductor and consumers and also to avoid the possibility of theft of 
conductor. D uring test check (June 1980) it was noticed, how- -~ 
ever, that apolications of 15 prospective consumers were pending 
on N ai Sarai- Narainpur (Unnao) for over one year. 

(d) Delay in energisation of tu.bewells 

(i) According to the Central Ground Water Board, the State 
is bestowed i:1·i1 h the larg·est g-round-water potential in the country 
but it h;:i([ lagg-ed behind in providing power for ground water pump­
ing. Up to 1fl79-80 the State was havin~ 3.56 lakhs energised tube­
i:1·e lls/ pump-s,,tc; as against the estimated potential of 24 lakh pump­
sets. 

ln Fehn 1arv 19n. the Board issued instructions that the 
divisional ofrcnc; shoul<l comnlete all formalities. (vi z., sanction "--< 
of load. 'itlrV<'V of line. nreparation of estimates, settle ment of terms 
an<l con(litin1 c;. e"P("t11-inn of aQ'reements) and construction of lines 
within (-) nin•~th<; from the d;:ite of apnlic;:i tion . for timelv energisa-
t ion of tu be~1-ells. Sin ct lune 1978. the Board h a<l made the pros­
pectiYe con<;u ,.ners rC'<;ponsible for the supplv of labour. cement. sand 
and brick ballast require<l for t he construction of lines and sub­
stations. D11ring tesL check of records of connections in fi ve divisions 
(Pilibhit. Sit nur. l<;itehour. Kan pur and TJnnao) it was. h owever. 
noticed (Oc10her l 9RO) tht\t 25 per cent consnrners were given 
connections -.1ithin 2-7 months and the r est over periods ranging 
from 7 mont11s to 5 years . 
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As on 31st December 1980 there were 18,242 applications where 
the basic load forms had been deposited and the applicants were 
awaiting power connections under various schemes as detailed 
below : 

Scheme 

State normal programme 

Rural electrification 

Agriculture Refinance and Development 

Special project agriculture 

Deposit 

Minimum need programme 

Total 

:Number 
of 

applications 

6520 

2048 

5158 

3025 

1246 

245 

18,242 

Delays in giving power supply were attributed by the divi­
sional officers CJ nne 1980) to shortage of line materials and delays 
by the prospective consumers in providing labour, oetnent, sand 
and· ballast for the construction of lines and s-ub-stations. 

(ii) In one division (Fatehpur) , against the Board's targ~t _of 
3090 tubewells for energisation during the 3 years up to 1979-SO, 
3419 applications were received but the actual riumoer of tubewells 
energised was only 1346. The shortfall included 86 applicants who 
had executed ag-reements and deposited the Basic Load (BL) fortn 
(issued by licensed wiremen) during 1979-80. The Divisional 
Officer stated (func 1980) that 20 HL forms. being f::tke, were 
cance11ec1 and the work of the remaining 66 applicants was in pro­
gress (June 1980) . 

In another division (Kanpur), 101 BL forms (including 75 
under the State Normal Programme) were pendin~ at the end of 
~larch 1980. Besides, 385 applications were pending- for offer of 
terms and conditions to prospective consumers. The Divisional 
Officer stated (June 1980) that these pump-sets could not be ener­
gised during- 1979-80 due to a low target fixed by the :Board under 
the State Normal Programme. It was noticed, however, that the 
Divisional Officer had not moved the Board for a revision of the 
targets. 
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In another division (Pilibhit) , 131 applicants had deposited 
the charges and executed agreements during 1979-80 but their instal-
lations had remained unenergised for want oE BL forms and line > 
materials. 

(e) Miscellaneous 

In the course of test check of records of divisions axecuting rural,......_ 
electrification works the following persisting deficiencies / short­
comings came to notice (June 1980) : 

(i) non-maintenance of registers of assets indicating the 
lines and sub-stations constructed, dates of completion, ener­
gisation and cost thereof ; 

(ii) non-preparation of completion reports in respect of 
completed works or analysis of excess over sanctioned esti­
mates: and 

(iii) periodical physical verification of lines and sub­
stations was not bein!l' done (March 1981r. 

The matter was reported to Hoard /Government in November 
1980: reply is ;:iwaited (March 1981)'. ~ .,_ 

7. 16. Summing np 
- Onlv 38.5fl0 rn4 . 3 per cent) out of 1.12.561 vi11<1!!es in the 

State. h;;i d been ekctrinf'd and 13 .948 Hariian b astis and 3,56.'481 
tub.ewells /pur:np-c;ets had been electrified /ener q-ised u p to 31st March 
1980. . . . . . . . 

,- -The percf.ntage of agricnkure pmver cqmu mption to total 
consumption of pow.er increased from 29. 5 in 1977-78 to 32. I in 
1979-80. 

- J\gainst Joans of Rs.1~2.1 .~ crores (266 ~chemes) sanctioned 
by REC np to !1 1 st March 1980, the Board h'ld d rawn Rs.75. 08 
crores of which R s. 34 . 71 crores ( 46. 2 fJer cen t) had been spent~ 
and funil s h ::id been divrrtecl to other th <1 n REC schemes etc. 

- The Board had taken up 176 out of 266 schemes sanctioned 
and the C1Ctm11 ;:ichievemcnt of targets up to 1979-RO ranged between 
7. 8 per cent (street lights) to 38. 8 per cent (H T lines). 

- The electrification of viJJages and energisation of tubewells/ 
pump-sets during the three years up to 1979-80 varied from 56 to 
80 per cent and 51 to 73 per cent respectively of the targets. 

- Against loans of Rs.22. 66 crores sanction ed in respect of 39 
schemes sanction ed up to 1974-75 the Board had drawn Rs.14.35 
crores and the actual expenditure up to 31st March 1980 was 
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Rs.12 . 82 crores. The actual achievement of targets amount to 
58. 6 per cent for electrification of villages (2,745 against 4,658), 
11.4 per cent for energisation of pump-sets (2,612 agiainst 22,834) 
and 14.5 per cent for other connections (21,018 against 1,44,653). 

- No connections had been provided in 130 villages (6 dis­
tricts) electrified at a cost of Rs.39. 07 lakhs during 1975-76 to 

~~1979-80. 

- In respect of Kheri I scheme sanctioned in September 1972 
(estimated cost : Rs.54. 34 lakhs) the Board had electrified 6 vil­
lages and energised 11 tubewells at a cost oE Rs .19. 92 lakhs. 

- In respect of 25 (out of 130) schemes sanctioned during 
1974-75 to 1978-79 Cor Rs.1 3 . 59 crores, either the work had not 
been commenced or the actual expenditure up to 31st March 1980 
was negligible. 

- In respect of 41 Special Project Agriculture loan schemes 
sanctioned by REC during 1977-78 to 1979-80 for Rs.1162.19 lakhs, 
the actual amount drawn was Rs.115. 33 lakhs (9. 9 per cent) against 

> which the actual expenditure incurred was Rs.5 . 34 lakhs (4.6 per 
cent). 

.. 

- In respect of schemes not covered under REC finance against 
the targets of electrification of 4,330 villages and energisation of 
97,000 tubewells/ pump-sets for the 3 years up to 1979-80, the Board 
had electrified 1,145 villages (26 .4 per cent) and energised 72,276 
tubewells/ pump-sets (74. 5 per cent). 

- Up to 1979-80 the Board had incurred a loss of Rs.348 crores 
(including Rs.101 crores for 1979-80) on rural electrification opera­
tions. While Government had agreed (March 1979) to provide 
subsidy for rural electrification losses from 1st April 1979, no subsidy 
had been received so far. 

__,. - In 4 units, 152 kms of 66 / 33 KV lines (single circuit) cons-
tructed during 1975-76-1977-78 at a total cost of Rs.46.87 lakhs 
could not be energised as the sub-stations were not ready (March 
1981). 

-Two 5 MVA transformers (value: Rs.7 lakhs) received in 
September 1978 were lying in stores as the construction work of 
sub-station at Wazimagar was in progress and the land for Sadhna 
sub-station was yet to be acquired. 

- Conductors of the value of Rs.3 . 02 lakhs were stolen from 
the unenergised 66 / 33 KV lines during 1978-79 and 1979-80 and 
these were lying in a damaged condition since then. 
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-There were a number of instances of thefts and damage to 
line materials during and after construction of lines which had 
neither been investigated nor had any respon~ibility been fixed. • 

-Two 33 KV lines and three 33 KV sub-stations erected at a 
cost of Rs.29 . 86 lakhs (August 1972) were yet to be tested, energised, 
anq commissioned due to defects in construction. 

- Against the estimated potential of 24 lakh pump-sets in tik 
S~te 1there were 3. 56 lakh tubewells/pump-se.ts as on 31st March 
1980. 

-As on 3 lst December 1980 there wer~ 18,242 applicants 
(5 divisions) awaiting power conneiction under various schemes. 

-A test check (5 divisions) revealed that connections in 
75 per cent cases ·were given after periods ranging from 7 months 
to 5 years. 
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SECTION VIII 

TRANSMISSION WORKS 

8. 01. i ntroduction 

ElectriciLy generated in the power generating stations is trans­
mitted to load centres through transmission lines of 132 KV and 
above and to distribution points through sub-transmission lines. 
The work relating to fabrication of towers and complete erection 
of lines is arranged by the Board mainly through contractors. 
Tenders for such conLracts are inviLed with reference Lo quantum 
of 'ivork provided in the project estimates of transmission and trans­
f orrnation works and processed by the Electricity Transmission 
Design Circle, Lucknow (ETDC) and decided by the Central Stores 
Purchase Committee (CSPC). Detailed estimates and schedule of 
rates, to serve as a guide had not been prepared, though required by 
the rules of Lhe Board, even for salient items of work like fabrication 
of tower, erection of towers, stringing of conductors, tower founda­
tion, revetment and benching of tower locations, etc. 

8 . 02. Growth of lines 

The growth of transmission lines for evacuation of power from 
generating staLions of the Board is shown below : 
Year Lines co nst ruct.:-d Pro 1nc~sive 

132 KV 220 KV 400 KV total 
(Circuit kms) 

1960-61 346 346 

1961-66 1807 2153 

1966-7 1 228 1 1854 6288 

1971-76 916 732 79}6 

1976-77 307 205 8448 

1977-78 174 144 376 9142 

1978-79 944 88 101 74 

1979-80 748 221 782 11 925 
----- - --- - - - --

Total 7523 3244 I 158 11925 
------- -

I fl 3 
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The capital expenditure incurred by the Board on transmission 
works during the 3 years up to 1979-80 was as under: 

Part iculars 1977-78 1978-79 1979-80 Tota l 
(Rupees in crorcs) 

Pla n all ocation 65.00 70. 54 64.00 199.54 

Actu al expenditun.: 71.53 85. 10 58 .09 214.72 

ShorLfall (- )/c·xccss ( + ) over Plan ( 1- )6. 53 ( -t ) 14.56 (- )5.9 1 (+) 15.18 
alloca tion 

In the following paragraphs, points arising out of the review 
of some of the transmissiion works are discussed with particular 
reference to considerations of efficiency and economy in the execu­
Lion of these works. 

8. 03. Award and execution of contracts - 400 KV lines 

(a) On the basis of technical specifications of towers of 400 KV 
lines approved by llhe Central Water and Power Commission now 
Central Electricity Authority (CEA), a tender enquiry for supply 
of Lmvers and erection of 400 KV single circuit Obra-Sultanpur 

~. 

line (250 krns) was floated by th~ ETDC. The lowest technically ~ 
acceptable computed price of Rs. l 23. 30 lakhs was quoted by firm 
'A' of Bombay For supply of towers of gu aranteed weight and 
fo undation volumes as ·well as erection of the line. The computed 
price for the 1vork qu oted by firm 'B' (R s. 131 . 13 lakhs) was the 
r Oll rth lowest. 

As observed by the Chief Engineer (H ydel) and Member 
(Engineering·) the tender of firm 'A ' met all the technical require­

ments of the tender specifications. However. as decided by the 
CSPC the tenderers were asked (February 1970) to submit revised 
tenders for towers of revised design giving guaranteed wei~h t 0f 
towers and founda Lion volumes. Firm 'A' was again the lowest for 
wwer of mild ~Lee l (Rs.120. 73 lakhs). Firm 'B' was the lowest ~ 
(R s.119 . 54 lakhs) for towers of mild and indigenous h igh tensile 

steel combination (60 : 40) as com pared to the computed price of 
firm 'A' (Rs.121. 79 lakhs) for towers of mild and high tensile steel 
combination of 75 : 25. The tender of firm 'B' for towers of mild 
and high tensile steel combination was not financially favourable 
to the Board on account of th e following facts : 

(i) Firm 'B' reciuired th e supply oF steel from :tI1e Board 
while firm 'A' had offered to use about 4,000 tonnes of steel 
(against the total requirement of 5 ,200 tonnes) from its own 

stock <lt J oint Plant Committee rates. 
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Si11ce the production of indigen ous high tensile sleei had 
then just 5tarted. its availability for the work was not certa in . 
The Board had. therefore, to arrange for imported high tensile 
steel at an extr a cost of R s.49. 61 lakhs at a later stage. 

(ii) Firm 'B' had offered towers o f provisional guaran teed 
weight (including fasteners) and fou ndation volumes as 
against definite g·uaranteed weight and vol umes offered by 
firm 'A '. T l1e towers finall y design ed by flrm 'B ', however, 
required extra use of 172 ton nes of steel (value : R s . 2. 68 
lakhs) and fasteners (R s . 0. 91 lakh ). Thu~. the computed 
price of the firm' s tender adopted for comparison was not 
r ealistic. 

(iii) The unit rate qu oted b y firm 'B' (R s. ~55 per tonne) 
for fabrication of towers was h ig·h er than that ri uoted hy fi rm 
'A' (R s.347 per tonne) . both excluding· the cost of steel and 
zinc (total difference R~. 0 . 40 lakh). · 

(iv) Firm 'B' had not set u p i;ts wor kshop and had not 
obtained an industrial li cence for unclenakin~ tower f ahric;i ­
tion T,IJork. The firm harl no tension stri n~ine: enuinmen r ror 
strin ~ing of bundle cond11ctor on such extra h ig·h voltaf;!e 
Jines and did not possess zinc <l llocat ions since it han no 
galvan ising bath. 

In spite of these facts. l"11e work was aw<lrcled ro firm 'Il' 
(April 1971). 

Ther work of su pply of towers <7 .57?. tonnes) of mild and higl1 
t·ensile steel combina tion (60 : 40) of the same rl esign for Obr<l­
Kanpur section (400 kms) of 400 KV single circuit Obra-I<anp ur­
Muradnagar line (791 kms) ·was awarded :to flrm 'B ' (July l 9n) at its 
h ighest quoted rate oE Rs. l .410 per tonne al though the tenner 
cnciuiry had been floated (Januan· 107 ~·) for towers onh' of m ild 
~ 1 cel. The first four lowest 1cchnicall v acceptable rales or '1 other 
rirms including· a public sector undert aking of N ai ni (Allahahad) 
were ignored for various reasons. The work of Kanpur-Murad­
nagar section w:t~ simultaneously awardeCl to firm '.A.' a l i ts lower 
ciuoted rates nf Rs. 1.280 per tonne. 

The d ecision to award the ·work of this li!'le to the t\rn firms 
was taken on the considerations that hv distributing orders for 
towers of their executed designs there would he saving of about two 
years' tim e taken in designing and testing of tmvers which i;vonld 
t'nsur e ti melv rnn-;t ruct"ion of the line bv D ecember 19711 for eva­
cuation of p(rn·er from Ohn:i Thermal Pm,·er Station anrl that· th e 
delay in 1hc cornplc1i o11 of li n<' ,,·cmld cost the Rn:1rcl Rs . 60 lakhs 
per a nnum 
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Award of the work to firm 'B' for large scale supply of towers 
for Obra-Sultanpur and Obra-Kanpur lines resulted in delays in 
supply oE towers as indicated below : 

Pa rticular~ 

Obra- Sulta npur line 

Ob ra- Kanpu r line 

Contracted 
delivery 

period 

Actua l 
delivery 
period 

September 1973 to J anuary 1974 to 
M arch 1975 N o vember 1977 

ovcmh~r 1973 to December 1973 to 
M ay 1975 ovember 1977 

The con Lract ror Obra-Sultanpur line provided for i ts commis­
sioning for commercial operation by June 1975. Firm 'B', h ow­
ever, completed the work in December 1977. In the case of Obra­
Kanpur li ne firm 'B/ had supp lied during the contracted delivery 
sch edule only 407 tonnes o f tower parts. Due mainly to delay in 
supply" of Lmvers the line could not be erected by firm 'D ' w ithin the 
comracted t ime schedule (up to July l 976) under a contract simul­
taneously awarded to it. 

D elay in supply of towers i;vas attributed by th e ETDC to delay 
in su pply or ste1rl b y 1Lhe Board to th e firm in m atching sections. 
Tn test aud it it wa . h owever. noticed that steel supplied to firm 'B ' 
had been fa1· in excess of r equirement as ind icated below : 

(i) Against supplies of 4.049 tonnes of steel made by th e 
Board to the firm during November 197 1 to M arch 1974 for 
th e towers of Obra- Sultanpur line it had supplied only 
2.82 1 tonnes of towers up to March l 975. 

(ii) The firm was paid b y th e Board R s . l 2 . 42 lakhs 
(Dercm h er 1973) for l.000 tonnes of steel earmarked b y th e 

firm from i ts mm Slock for th e towers o r Obra- Kanpu r line. 
At that time it m is hold ing unutilised tock or abou t1 2.500 
tonnes of steel (value: about R s. 60 lakhc;) ~ivcn to it by th e 
Board for the towers of Obra- Sultanpur l ine. 

(iii) During Apri l a11cl Seprember 1977 the firm transferred 
1. 306 tonnes and 77 tonn es respectiveh of surplus stock of 
th e Board's steel held by it For the work of O bra- ultanpur 
line Lo that of Obra- Kanpur li ne and 919 tonnes of su r plus 
steel held by i t for the work o f Obra-Kanpur line Lo Lhat of 
Obra-Sul ta npur l ine . These transfers were resor ted b y the 
firm in April /Septem licr 1977 to rnrnple tc the reciuirement 
of mat chin g- sect i.ons o! steel for the " ·ork of the respective 
1 i nes. 

. ._ 
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(iv) After accounting for the transfer, t.he quantity of steel 
given to the firm for the LOwers of Obra-Kanpur line worked 
out to 10,531 tonnes (value: Rs. 372. 06 lakhs) as against the 
requiremern't of 9,972 tonnes for 9,066 tonnes of towers 
supplied by it. The surplus 559 tonnes of steel (value : 
Rs. 19. 75 lakhs) ·was not returned by the fi rm (May 1981). 
It had also neither given credit for 3 per cent accountable 

~- wast<1ge (272 tonnes. valu e : Rs. l . 36 lakhs) nor h ad the 
Board demanded return of the same in cut-lengths of above 
one metre in terms of the contract. Reconciliation of the 
account of steiel and zinc given to the firm was still awaited 
(May 1981). 

(b) In the ca e of a lender enquiry of April 1978 for supply 
of towers and erection of 4- lines of 400 KV, the lowest tendered 
cost of tower supply work was quoted by firm 'A' (quoted rates 
guaranteed t.h e t·ower weigh t) as under: 

Name of the li ne 

,,,,.__ Lucknow- Sand ila 

Anpara- Azarnga rh 

Azamga rh- Su lta nnu r 

M uradnagar- Paninat 

Tendered cost Computed cost 

73.55 

250.24 

124.84 

104.4 1 

(Ru pees in lak hs) 

101.25 

345. 12 

187.45 

156.94 

Onl the basis of the computations of the tendered rates made 
by the ETDC the lowest computed prices of the tower supply for 
the 4 lines were shown as under : 

Name of the line Tendered Lowest N:ime of firm 
cost computed 

cost 
( Rupees in lakhs) 

--Lucknow- Sandi la 80.88 92.52 Firm 'C' of Calcu tta 

An pa ra-A za mga rh 283.75 '.B3.86 Firm 'H' o f Bombay 

A7amgarh - Sultanpur 139. 11 157.61 Firm 'C' of Calcu tta 

1 ur:ldna~ar P:rn i!"'at 110.29 I :n.12 Firm ' H' o f Bombay 

The work of Lucknow- Sandila and Anpara-Azamgarh lines 
was awarded (March 1979) by th e CSPC to firms 'C' and 'H ' on the 
basis or their !owe t computed cos t, while the ·work or the o th er 
2 lines was awarded to firm 'A' on the basis of its lowest tendered 
cost though the computed cost of the firm's offers was higher . Thus, 
different standards were adopted for awarding th e works to different 
fl nns instead of evolving a reliable bas is for evaluat ion of tenders. 
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8. 04. Award a11d execution of works - 220 fl 32 KV lines 

8 . 04.0 1. Award of work to defau lting firm 

(a) The work for supply of 2,764 tonnes of towers for 12 lines 
(504 kms) was ?.warded to firm 'F' (January 1972) at R s.6 11 per 
to'nne as against R s. 4 10 per tonne q u oted (October 1970) by firm 'B' 
on the ground tha t firm 'B' was heavilv loaded with earlier orderS:,..,...__ 
Award of work to firm 'F' at a hie;h er rate would result in an extra 
expendi ture of R s . 5. 56 lakhs on the con tracted quantity as com­
par ed to thr lowest rate ciuoted by firm 'B'. 

(b) A contr:ict for the supply of fabricaited towers for Mughal­
sarai-Dehri line ofi 220 KV (37 kms) was awarded (Sep tember 
1972) to firm 'F' by extending the scope of another contract awarded 
(D ecem her 1 %9) to it for fabrication of towers w ithout indicating 
th e ciuanti1y of towers (demand not assessecl). Up to M ay 1978 
the firm had supplied 5n.~ i-onnes of fabricated tO'ivers with extensions 
and accessories out o f which only 435 tonnes wer e used in complete 
erection of tl1e line. Out of th e rema ining 130 tonnes of fabricat1ecl 
towers and extensions (value : R s.4 . 94 lakh s) . 82 tonnes (value : -4.., 
R s . 3. 11 lakh ) were utilised d uring .June 1979 to Tune 1980 in 
construction of a part of 220 KV sing1e circu it Mugh alsarai­
A7an1Q;arh 1i11e an cl 48 tonnes (value : R s. l . 83 lak hs) wer e lving in 
the <livision n nusecl (May 1981). 

(c) The ETDC invited gfobal tenders (Fehruar v 1972) for 
Lowers of 220 KV sing-Je circnit·. Rishikesh- Modipmam (M eernt) 
and R ishikesh - lTttar Kashi lines cover ed under the Centrally 
sponsored sch emes. T he lowest variable r ate of R s. 1.570 e:x factorv 
(including cost of zinc, steel and fasteners) was quoted by firm 'F' 
(Au g-u st 1972) sn hject to <iva ilabil itv of steel with in fi months from 
the date of orrl er u nder import assistance announce(! (May 1972) 
hr 1hc Grwf'rnment of India. 

Althou!!h th e o ffer of nrm 'F' was cond itional on su pplv of 
steel b y the Central Government. an order was placed on th e nrm 
(December 1972"1 for supply of 4.600 tonnes of towers a t· Rs . l.570 
per tonne subiect to price variation within a ceiling of 5 fu'r cent. 
S11nplie~ we1 c to he completecl h v March 1974 (fi nall y extended up 
to , ifarch J978). .\ test ch eck in audit reveal ecl (M arch 1979) the 
f ollo"·ing; fact<; in r espect of the above work: 

(i) In rh e cac;e of another tender enquiry for supplv of 
1 ~2 KV line 1owers. the ETD C hacl poin ted out (Oct ober 
1971 ) rhat the Board had very bad experience of t·h e nrm 's 
tower design, due to mismanagement in i ts workshop the 
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supplies of 1 ,969 tonnes of towers under another contract (for 
220 KV Chibro-Roorkee, Muradnagar-Shamli and Mughal­
sarai-Dehri lines) were very much delayed and in fact, the 
Board at one time w:as seriously considering giving the firm 
notice Lo withdraw all fabrication works awarded to it. 

(ii) The firm's quoted fabrication capacity (10,000 tonnes 
or towers annually) was not verified before placing the order. 
In August 1976 the Chief Engineer (Transmission Design) 
observed that the firm's fabrication capacity was only about 
350 10 400 tonnes per month. 

(iii) The firm could arrange type lest of prototy pe of 'A' 
type tower of Rishikesh-Modipuram rM eerut) line in 
November 1973. The prototypes of 'B' and 'C' type tuwers 
of this line and those of 'A', 'B' and 'C' type towers of 
R ishikesh-Uttar Kashi lines were tested between March 
1974 and March 1977. No destruction tests for any of these 
towers were conductred. 

(iv) The firm supplied 104 tonnes of tmvers from February 
to July 1974 and 2,814 tonnes between August 1974 and 
March 1978. I t failed to supply the remaining 1.682 tonnes 
of towers although it was exempted by the Board (May 1973) 
from the power cut which otherwise ·would have been 
applicable and ·was given continuous supply of electric power 
for i•:s ·workshop. 

(v) Under the contract the firm was required to supply 
towers in matching parts. All the matching parts for com­
plete towers were, however, not supplied by the firm. Stock 
of unutilised tower parts, out of the total supplies of 2,918 
tonnes made by firm 'F', was estimated (August 1979) to be 
972 tonnes (value : about R s. 40 lakhs). 

(vi) Due to the firm's failure in making supplies of towers. 
the Board had to arrange 1,305 ~onnes of towers for R ishikesh­
Modipuram (Meerut) line from firm 'A' at Rs.3,936.20 per 
tonne and 1.285 tonnes of towers for Rishikesh- Uttar Kashi 
line (rorn firm 'B' at R s. 4.600 per tonne involving an extra 
expenditure of R s. 59 . 65 lakhs (approximately). 

(vii) Gran t of extension in delivery period up to March 
1978 <1aved the firm from a penalty of R s. 7. 29 1akhs. 

(d) Out of 7 tenders received (December 1973) for design. 
fabrication , galvanising/painting and supply of towers for about 
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700 kms long single circuit 220 KV transmission lines, the computed 
prices of the 2 lowest tenderers were as under : 

Particulars 

Fully galvanised towers 

Fully pa inted towers 

Fi rm Firm 
'F' ' E' 

(Rupees in lakhs) 

381.77 379.60 _,...,...... 

309.80 311.80 

PartiaUy galvanised (40 per ce11t) and pa inted 338.33 338.92 
(60 per cent) towers 

Although firm 'F' had then (February 1974) just started supply­
ing towers for 220 KV lines under the contract awarded to it by 
the Board under the Centrally sponsored scheme, the CSPC decided 
(May 1974) to award the work to the firm for supply of towers 
having 40 per cent galvanised and 60 per cent painted part's at its 
fallowing lowest quoted firm rates: 

Category or tower~ 

Galvanised (normal) 

Galvanised (special) 

Painted 

Rate rcr tonne 
(Rupees) 

768.30 (excludin g cost of zi nc) 

968.30 (excluding cost of zinc) 

880.00 (including cost of red lead paint) 

An order was placed on the firm (May 1974) for supply of 
7 ,460 tonnes of towers for six 220 KV single; circuiit lines (635 kms) 
at a cost of R s. 63 . 72 lakhs. , • 

The decision was taken although the ETDC had clearly men­
tioned the follownig facts in the tender recommendations : 

l 

-that the firm's performance under the earlier contracts was 
not satisfactory and its galvanising bath did not work i;vell ;-

-the firm did not render account for the extra steel given 
to it under earlier con tracts ; 

- the ficancial position of the firm was not sound. 
In a tesl audit the following facts were noticed : 

(i) The firm supplied and was paid for 4,000 tonnes of 
fabricated towers up to March 1980 against stipulated period 
of completion in June 1977. The towers supplied re­
quired more volume of concrete for rheir foundation than 
specified in the contract. The addi~ion;al expenditure on 
this account worked out to Rs.4. 97 lakhs. 
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(ii~ The price of zinc (Rs.15 lakhs) was paid to the firm 
, \.iLhou t proper verifica Lion on the basis of the indemnity 
bonds :rnd 011 r eceip t ol irllimaLion from Lhe firm that the 
zmc wa:. received at i ts works or had been reserved for the 
work 

(iii) The fi eld officers reported (OcLOber 1975 to June 1978) 
that the firm used poor quality paint due to which the 
pairtlc<l towers were r usled. Besides, the holes were not 
properly drilled and a number of fabricated sections were 
bem beyond the limit of rcctificaLion. But any compensa­
tion claim for the actual qua11lum of such rusted and/or 
defective towers received was neither assessed nor lodged 
by the Board against the firm so far (February 1981) . 

(e) In regar<l to the various contracts awarded to firm 'F' the 
Ch:iinnan of the Board observed (July 1977) that: 

(i) the Board placed a series of orders on the firm for 
supply of towers without consideration of the firm's limited 
hbrica tion capacity and financial resources ; 

(ii) the firm fabricated hardly 350 tonnes of towers per 
momh which resulted in serious delays in execution of the 
Board's Lransmission progTammes; 

(iiiJ the tower parts were not fabricated and supplied by 
the firm with all the mat ching sections for complete towers; 
and 

(iv) the Bo:i rcl was forced to yield to the firm's requests 
(Sept.ember 1975) for higher prices and grant of other con­

cessions one by one which includecl , inter alia, supplies of 
extra steel and financing of its fabrication work by grant 
o f in terest-free financial assistance and supply of materials 
from departmental stock. 

(f) A f •.cr exammmg the firm's poor performance under 
v<triom rnntr:icts the FTDC also reporr-erl (.July 1978) to the Mem­
ber (Transm ission) th at the firm had been demanding from the 
Board steel and zinc for tower supply ·work in excess of the con-
1 ractual q uantities. Earlier the ETDC had noticed (December 
1974) thaL the firm had drawn from the Board 766 tonnes of steel 
(value: Rs.Q.45 Jakhs) and 62 tonnes of zinc (value: Rs .3 . 10 
lakhs) over <i nd above the requirements for tower supply work 
entrusted to it under various contracts for which recover y at R s.200 
per tonne nf f(l bric;aecl towers was to be made from its tower supply 
bill s submirted from 28th December 1974 onwarJs. 

.. , 

- ~ 
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(g) According to the last assessment made by the ETDC 
(August 1980) a sum of Rs.87. 19 lakhs was due from the firm on 

account of excess supplies of st1eel and zinc not returned by the " 
firm (Rs .18. 56 lakhs), liquidated damages (Rs. 22. 6.S lakhs), 
excess over guaranteed towier weight and foundation volumes 
(Rs.1 3.61 lakhs) , cost of steel fasteners supplied by the Board on 
behalf of thee firm (Rs . 9. 3.6 lakhs), shortages and damages of tower 1'""­
parts (Rs.9 .37 lakhs) and interest and other dues (Rs.13.64 lakhs). 
Out of these, as worked out by the ETDC (August 1980), recoveries 
of R s. 10. 89 lakhs had been made from the firm's bills and its bills 
for R s . 6 . 95 lakhs we11e pending for payment. The balance of 
Rs.69. 25 lakhs was outsitanding against the firm. The latest posi­
tion was not available with the ETDC (May 1981). 

8. 04. 02. Delay in execution of works 

On the basis of the lowest technically acceptable tender the 
Board awarded (June 1969) the work of designing and supply of 
complel~ towers (l ,676 tonnes) and erection of a single circuit 
'220 KV line from Sultanpur to Gorakhpur (145 kms) to firm 'C'. 
Under the contract (value : Rs.20 . 87 lakhs) formall y executed in ~ ..4.... 
August 197 1, testing of prototypes of towers was to be completed 
in J\ pril J 971 and the erection of 1 ine by December 1972. 

In view of defaults on the part of the firm the Board had to 
grant (February 1976) extension of time up to J anuary 1977. 
Against supplies of 1,533 tonnes of steel made by the Board to the 
firn1 up to June 1973 it had supplied 714 tonnes of towers up to 
December 19n. T he firm made supplies of 1,724 tonnes of fabr i­
cated towers by February 1977 and completed erection of the line 
in June l 977 (line energised on rated voltage in October 1977) . 

Under the contract f-irm 'C' was responsible for executing revet­
ment o( Lower locations in low lying areas, river banks, etc. at Rs.70 
per Cu m. In February 1976, the rate of this item of work was 
increased to Rs. 140 per Cu m, but the firm refused to do the work 
(July 1976). Consequently, the work of 8 tower locations was 

awarded (FeLruary 1978) to a firm of Sultanpur a t its lowest ten ­
dered cost of Rs. I . 37 lakhs. The work was, however, got executed 
at 3 different tower locations (8, 13 and 14) at a cost of Rs.1.08 lakhs 
for which Rs.O. 58 lakh only would have been payable to firm 'C' at 
the enhanced contractual rate of Rs.140 per Cu m. No action was 
taken to recover the extra expenditure of R s.O. 50 lakh from firm 
'C', since the work was arranged without giving the necessary notice 
to the fi rm that it was being got done at its risk and cost. No revet­
ment work was arranged on locations of other towers. 

• 
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8. 04. 03. Failures of a new firm 

(i) Against a tender enquiry of November 1973 firm 'I' had 
quoted (February 1974) for the. first time for design, fabrication, 
galvanising and supply of 322 tonnes of towers (with galvanised 
fasteners) for 132 KV Bhowali-Almora single circuit line at Rs.3,410 
per tonne including cost of zinc (Rs.9,630 per tonne) , fas teners and 

._,..-- steel (to be supplied by the Board at current controlled cost). The 
lowest technically acceptable rate was CJUOted b y firm 'K'. On the 
basis of the lowest computed cost of its tender (Rs.14. 45 lakhs) the 
work ·was, however, awarded to firm 'I' (May 1974). The com­
puted cost in respect of rate CJUOted by firm 'K' was worked out 
higher (R s.14.52 lakhs) than that of firm 'I' (Rs.14.45 lakhs) · by 
undue loading by 2t per cent of the guaranteed tower weig-ht for 
zinc coating (Rs.O. 13 lakh) and charges for departmental assistance 
in procurement of fasteners (Rs.O. 07 lakh) . On the other hand 
the computed cost of firm 'I' was not loaded by Rs.O .. rJI lakh on 
account of the cost of larger foundation volumes necessary for the 
tower design offered by it. 

Before placing· the detailed order in October 197 5 the margin 
of 5 fJer cent steel for wastage in fabrication originally demanded by 
the firm was increased to 10 per cent. 

In terms of the order, the tower supply was to be compleLecl 
hy the firm up to February 1976. It made the sun pl ics between 
December 1976 and August 1979. No penalty was imposed on ithe 
firm on the ground that the Board could not supply slteel to the firm 
in time. overlooking the fact that the firm could n ot start tower 
fabrication due to delay in setting up its 1vorkshop and finafisa tion 
of tower design . 

Another order ·was placed on the firm (December 197 4) for 
fabrication and suoplv of 1.500 tonnes of g-alvfln ised towers for 132 

,.,_, KV sing-le circuit Lucknow-Sandila line at R s.no ner tonne in so1te 
of the fact that the firm had not developed its tower desi1rn to start 
fabri cation of towers against the order of M av J 974. lt was , there­
fore. asked to fabricate towers of the design of firm 'B'. 

Placement of the 2 orders on firm 'I' before it h ad set up its 
workshop resulted in delays in tower supplies. U nder the order of 
D ecember 1974 it had supplied 424 tonnes of towers b y March 1978 
against the stipulated quantity of 1,500 tonnes. · 

(ii) On inspection of the firm's works by an officer of the Board 
(April 1976) it was noticed that the firm ha<l arran~ed onl y a small 

drilling machine and a gas welding set without an); arrangement 
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for galvanising of towers and ils workshop building was still under 
construction. The officer of the Board again reported (January 
1977) that the firm's galvanising bath was closed down since it was 
punctured twice and needed replacement. In spite of the default 
of the firm under the 2 contracts. the ETDC placed ye t another 

It 

order (November 1977) on this firm for supply of 2.500 tonnes 0£ 
towers of 132 KV single cirrnit line at the rate or Rs.4-.753 per » 

tonne as per tower design of firm 'H' of Calcutta . It fa iled to ---,..... 
make any supply (February 1981) against the order thou g-h the 
suppl ies were to be completed by Januan· 1980. Instead it had 
claimed (October 1979) price esca lation or ns.~8. 112 lakhs (steel: 
Rs.20. 82 lakhs. zinc : Rs. ~. 5-t Iakhs. excise dut y : Rs.R. 88 lakhs 
and excess ,,·e ight or tm,·ers over ceil ing lim its clcsiQ·1wcl hy firm 'H ': 
R s.5. ] 8 lakhs) on the ground that the design and cl rawingi; of firm 
'H' were supplied to it fro1 J1 October 1078 omrarck No decision. 
on the firm's demand was on record (Febrn;iry 10Rl ) . ~kanwhile, 

the firm had been allotted 69 1 tonnes of steel (value : R s.20 lakhs)' 
up to September 1970 fro m the Board's quota. 

(iii) ' l\Thil e the supplies under the ~ orders ·were awaited, 
another order was placed (November 1979) fo r supnly o f 3,000 
tonnes of 132 KV line towers (contract· value : Rs.137 .20 lakhs)' 
design of which had not been submitted b y the rir rn so far (February 
1981) . 

8. 04. 04. f ,iue erf'ct inn wnrh at varying rnfes 

Tender for erection or 910 kms lon!! l ~2 KV sing·Je circuit 
transmiss ion lines in 4 g-rm1ps ( A , B. C and D) on towers of the 
same desie:n supplied hy rirm 'H' " ·ere opened in ;\fav l 978. It 
was decided (Sep tern her 1078) to a\\·ard the \\·ork" of A. R. C and 
D 12;roups u firm 'L' of Lucknow, fir m T o f Allahabad (both at 
their lowest 1uo ted r ri tes) firms 'A' and 'B' (both at their third 
lowest quoteci r ates) rcspectiYcly. Accordingly. orders were placed 
(O ctober 1978) as under : ---

Name of firm 
Length of lines (in kms) 

Comrrnted price accepted (Rupees 
in la khs) 

A verage computed p rice per km 
(Rupees in lak hs) 

A 
Fai zabad 

and 
Vara nas i 

L 

200 
41 .94 

0.21 

Groups of work 
B C ~ D 

Kan r ur Barcilly Agra a nd 
and and Mccrut 

.Jha nsi Morada bad 

] A B 

260 200 250 

80 .18 ~ 73.96 90. 19 

0.31 0.37 0.36 
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The lmvest offers of another firm of Bombay for group C 
(Rs.7 1. 29 lakhs) and group D (Rs . 8~l . 02 lak hs) works were 
passed over on the ground that "the firm had done some erection 
work in the past but h ad not done any erection of transmission 
lines for many years" . 

" 'i\Tidely varying r a tes fo r the same items of work were pro-
_,,,,,-vided in these contracts for erection of the 1 in es on t·owers of the 

same design and in the same topographical cond it ions. 

The possibiiity of obtaining the lowest techn ica lly acceptable 
rates of g-roup A works for the lines of the o ther ~ groups on 
towers of the same cks ifrn was not ex(lminerl lw the Rnarrl . Ins­
tead hig·her rates "·ere allowed for the ·works of groups R, C and 
n. .'\s C0111J1<lred " ·ith i-l1 e fOrreSp011flinr· l"(ltN fn1· \':1 riOUS items 
riF "·orks in grn11n .. <nrarrl of " ·ork of rToup. R C and D at 
hi i:rh er rat es \l"Ould r"suh in an C'"\· t r:i exnenrli111re of R s.%.44 lakh s. 

8. 05. Grant of undue nnd exlm henefits 

8 . 0!1 .0 1. Of1rn- S11ltan jmr '1 00 KV !inf' 

The fi rm 'B' accepted the order for Ohra-Sulta n p m line (May 
1971) but refused (May 1072) to e'\'.ecute Fnrrn;il con tract d ocu­
men ts nending settle1nent of a 11 u mber of contr?ct cond irions and 
was allowed h v the Roarcl the foll01vi1w financial benf' fits before 
it executed the cont•·act documents in September 1977 : 

" ' 

(i) The firm i:\ras gr;rntecl (December 1974) nricc increase 
to cover the escalai-ion in prices clurin cr 1\if:irch 1970 to 
November l 972 bv withdnnval of rebate of 1?> f)('r cent in 
erection chare-es and R s.'.)9 per ton n e in tm\·er fabrication 
charges stipulated in the firm's tende r. T l1is involved an 
extra expenditure of R s.!'>. 27 Jahks. 

(i i) Although t he tendered rate<; were 'firm' d1e firm 
claimed (Au gust 1975) increase in rares on the g-r 01111d that 
there was price escalation of 25 /7('r r ent in 1 97~ and 
~5 f1 er ceu t in 1974. v\Tith the apprO\·al of the CSPC the 
firm was allowed increase in rates of tower fabrication 
charges from Rs.~5.15 to R s.600 and R s. 1)!)2 to Rs.797 per 
tonne of 11ormal and special to,\·ers remcct iYc1v. T h e line 
er ection rates were al o simultaneousl v increased by 25 per 
rPn t. 35 /1pr ren t . 4!1 f1rr rr111t and 60 />fr rent for work none 
in 1975 <from April). 1970. 1977 and 1978 rnsnectively. A n 
adrli tion al expenditure nF Rs.1'1 . G.t; lakh <; h nd to h e incur­
red d ue to the increase in the rate<; ror faur ica tion (2.021 
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tonnes : R s.4. 95 lakhs) and erection of 1 in es (Rs.9 . 70 
lakhs) . T h ese increases were allowed on the condition 
that th e fabrication work would be completed b y March 
l 976 and the line erection work would also be executed 
expedit iously. The firm 'B ', however , completed the 
work of tower supply in November 1977. 

(iii) The firm used 650 tonnes h igher sect ions of m ild 
steel in p lace of 409 tonnes of high tensile steel of lower 
sections. This resulted in an extra cost of R s.6. 50 Jakhs 
on account o f 253 tonnes extra steel (including 5 fJer cent 
' rnstage in fabrication) . 

(iv) Supplies o f 389 tonnes of zinc made to the firm For 
gal van i.sing or the towers included 40 tonnes provided bv the 
firm itself fo r which payment of Rs.7. 57 lakhs was made to 
it by the Board in December 1974 despite know­
ledge of the fact that the pr ice charged by the firm (Rs. 16.660 
per tonne excluding taxes, freig;h t. etc.) was higher than 

• 

price ruling in Octobe(I'-December 1974 quarter (Rs.15,475 .4.._ 
per tonne excludin~ taxes. freight. etc.) and this zinc was 
then not needed for 1the towers o f the line. This involv-
ed an extr a payment of Rs.O. 54 hkh to the firm. 

T he firm ·was liable to return l 35 tonnes of steel (value : 
R s.3. 37 Jakhs approxima1tely) and 9 kms 'Moose' conductor (value: 
R s.2.35 lakhs). No r ecovery had been made so Far (May 198 1). 
Recoveries of R 'i.0.67 lakh were also due from the firm on various 
accounts including conductor rewinding charges (R s.0.47 lakh'1. 

8. 05. 02. Ohm - K rmfnir 400 KV lin e 

(1'1) Crmlracl for s11pjJl )' of towers 

(i) ln February 1974. t11e ETDC accepted the firm's proposal .....-.... 
to fabr icate 688 tonnes of 12 double circu it towers alongwitl1 6 
ex tensions of O bra-Snltanpnr l ine u nder this con tract at R s. l.1 23 
per tonne as against t·h e th en enh anced rate of R s.797 per tonne for 
special towers provided in the earlier contract for Obra - Sultanpur 
line which ·were to be fabricated by the fi rm under the contract a" 
ner the requirements of t h e Board . T his resulted in the grant of 
financial benefi t of R s.3.35 lakhs in fabricatjon cli.arges of 688 
tonnes (R s.2.24 lakhs) and towards add itional 5 f7er cen t 1Nastag;e 
of 34.4 tonnes steel (R s. 1.11 lakhs) . 

(ii) T he rates quo ted h y the firm ·were in:h~s ive o~ the cost _of 
zinc (base price : Rs.5,800 per tonne) . Van at1ons 111 th e pnce 
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of zinc were to be reimbursed to the firm by the Board. In 
August 1974 the CSPC accepted Lh e firm 's request for payment of 
100 jJer ce.,11l price of zinc against proof of zinc suppl ier's invoices or 
on intimation from the firm LhaL zinc had been procured from its 
own sources accompan ied with its own invoice and Direcwrs' 
indemnity bond. Between October 1974 and May 1977 payments 
of R s.84.2 1 lakhs were made by the Board to the firm Lowards 100 

...,.- per cent price oE 559 tonnes of zinc on the basis of the firm's own 
bills withou t deducting the element of price to be borne by the 
firm. This price element was later adjusted in Lhe fabrication 
charges. As a resu lt the firm received advance payments to the 
extent of Rs.32.'l 2 lakhs towards cost of zinc. 

It was observed in au dit that procurement of zinc, actual pric~s 
paid for it by the firm and its utilisation in galvianising the towers 
of the line were never verified by the Board. 

(i ii) The firm was permi tted Lo use jointed angle pieces. As 
reporLecl by the fi rm (November 1979) th is necessilatecl extra me 
of 7 to11nes of sLeel fasten ers (value : Rs. 0. 82 lakh) for which 
pay111e11t was made by the Board. 

(/J) Contract .,'or erection of line 

(i) In accordance with the contracted schedule for erection oE 
the line awarded to firm 'D' the firm had arranged erection-cum­
storage insurance of the line materials for a period of: 3 years from 
27th December 1974 Lo 26th December 1977 aga inst• payment of 
insurance premium of Rs.6. 22 lakhs by th C) Board in 4 instalments. 
The prolonged period of line erection cost the :&oard Rs. 4. 78 lakhs 
extra on insurance premia paid Ito the firm for the period 27th 
December 1977 to 31st January 1981. Recovery of Rs. l. 31 lakhs 
for the losses and damages of line materials [rom the firm's bills was 
awaited (M:iy 1981). 

(ii) In December 1979, the conductor on tower locations 13 
to 15 gave way on accou nt of failure of insulator due to which Lo-wer 
number J 4 collapsed. The responsibility for loss (Rs.2. 04 lakhs 
including the loss of line materials: Rs.1. 66 lakhs) had not been 
fixed (May 1981 ). Since the loss was attributed to fa ilure o[ insulator 
no claim was lodged with the firm 'D' u nder performance guaran tee 
clause of the contract. 

8. 05. 03. Centrn,lly sponsore1d IDA scheme lines 

(i) Due to lack of finances the firm 'F ' could lift only 2,733 
tonnes of steel up to April 1975 out of the quantity of 4,540 Lonnes 
imported steel allotted to it by the Government of India. T he Board 
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had, therefore, to supply to the firm from departmental stock 3,854 
tonnes of steel (value: R sA4. 32 lakhs) . This amounted to grant 
of in terest free linancial assistance o( R s.4tl. 32 lakhs to the firm. 

(ii) The firm 's requests (May 1975 and May 1976) for reimburse­
ment of octroi duty and sales tax on raw materials amounting to 
Rs.4 lakhs ·were accepted by the Board, though such reimburse­
ment was not covered under the terms of the confract. The-,.,... 
amount was paid to the firm without obtaining any proof of the 
payments actu ally made by l•t (sa les tax on finished product was 
paid extra as per terms of the contTact). 

(iii) The order placed on the firm provided for 90 jJer cent 
payment on presentation of despatch documents and 10 jJer cent 
afteir receipt and check of material at site upon furnishing by 1the 
firm a bank guaran tee for 10 per cent of the contract value. As 
decided by th e CSPC (March 1976) the firm was, however , allowed 
l 00 fJer ceY/l payments aga inst performance guarantee for 5 per 
renl va lue or the contract. 

• 

(iv) The cash assistance of 25 jJer cent of f . o. r. destination 
pr ice of to\\·ers payable by the Government of India was admissible "'-­
to the firm u p to 31st March 1973. The rate of assistance for 
1973-74 was reduced by the Government of India (June 1973) on 
a sliding scale and was completely withdrawn from April 1974 to 
Septem ber 197 5. Thereafter 10 f7er cent assistance was again made 
admissible up to Spetember 1977. At the regnest of the firm, the 
CSPC decided (September l 975) to re imburse the firm 25 per cent 
cash assistance on the condition that if the firm received the 
assistance from th e Goyernment of Ind ia, in fu ll or part, it would 
refund the amou nt to the Board. The details of the reimburse­
ments, made by various Divisions were not available. However, 
accord ing to an assessment made by ETDC in July 1975 the total 
amount of the cash assistance liabili ty taken over by the Board was --... 
about Rs. 20 lakhs. No refund was made by the firm for the 
reimbursements, if any, received by it from the Government of 
Ind ia. Since Lhe firm did not adhere to the scheduled timings for 
supply it would not be eligible for the full assistance under the 
Govern ment of India scheme. 

(v) T he firm 's reque9t for payment of price escalation on steel 
fasteners was accepted by the CSPC (September 1976) by deleting 
these ii-ems from the scope of the contract. This resulted in an 
extra expend iture of R s. 9. 36 lakhs in departmental purchase oE 
126 tonnes of galvanised steel fasteners. 

T he foregoing concess ions gr:rn1 e<l to the firm by ETDC with 
the approval of CSPC were not approved by the Board on the 
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ground that the whole matter was referred by the State Govern­
ment to a High Power Committee consisting of the representatives 
from Government and the Board. The account of the firm's liabi­
lity under the contract had not been finalised by the Board so far 
(May 1981). 

8.05.04. H aldwani-A lmora 132 KV line 

Under the contract awarded to firm T the firm was given the 
following benefits : 

(i) The rate payable to the firm (Rs.1,292. 80 per !tonne 
subject to rebate of Rs .175 per tonne) as provided in the 
detailed order vJas derived f-rom the firm's quoted rate: of 
Rs.3,410 per tonne (inclusive of cost of steel, zinc and fas­
teners). Though the Board agreed to provide steel, zinc and 
fasteners departmentally the consequential deductions from 
the rate on account of the value of 5 per cent accountable and 
5 per cent unaccountable wastage of steel (Rs.97 per tonne) , 
inter-State sales tax on zinc (Rs.64 per tonne), cost of fasteners 
(Rs.23 per tonne) anc:l 2.5 per cent i;vastage of fasteners 

during tower erection (Rs. 9 per tonne) were not made. 
This resulted in the grant of unintended financial benefit of 
Rs.1.24 lakhs to the firm at the rate of Rs.193 per tonne. 

(ii) R ecoveries of Rs.3. 11 lakhs due from the firm on 
account of excess issues of steel (Rs.2.51 lakhs), zinc and 
fasteners (Rs.0.31 lakh) and excess tower weight and founda­
tion volume over the guaranteed weight and volume (Rs.0.29 
lakh) had not yet been made from the firm (May 1981). 

8 . 05 . 06. Su.ltanpur - Gorakhpur 220 KV line 

In spite of. cielay in the execution of works on the part of firm 
'C', the Board granted to it (February/ April 1976) the following 
financial benefit to cover the price rise which had taken place after 

-- the award of the work : 

(i) Increase in t.he rates of fabrication charges from R s.323 
to R s.600 per tonne for 484 tonnes of normal towers and 
from Rs.523 to Rs.800 per tonne (or 67 tonnes of special 
towers fabricated and supplied by the firm from April 1975 
onwards. 

(ii) The rates of erection charges i;.vere also raised by 25, 
35, 45 and 60 per cent for the work done by the firm in 1975 
(from April) , 1976, 1977 and 1978 respect,ively. 
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(iii) The overall rebate of Rs.0.50 lakh offered by the firm 
was also permitted to be withdrawn. 

The financial benefits so gTanted to the firm resulted in an • 
addilional payment of R s.4.02 lak.hs. 

8.06. Extra expenditure on account of excessive rate and defective 
construction 

In respect of contract for the supply of towers and erection of~ 
220 KV Rishikesh-Roorkee-Modipuram (Meeirut) line (152 kms) 
awarded to firm 'A' payment of Rs.4.82 lakhs for shoring of 12,045 
sq m tower pits w1th shuttering was made at Rs.40 per sq m being 
the unit rate stipulated in the contract for this item of work which 
was treated as an extra item and did not form part of the total con­
tract value of the work. As against this the Electricity Transmission 
Division, Roorkee arranged similar work of shoring with shuttering 
at R s.4.90 and R s.3 per sq m against a 1vork order ot November 1977 
and a contract (February 1978) awarded to local contractors for cons­
truction of 132 KV line from Chilla (Rishikesh) to R oorkee respec­
tively. :. 

In a test check in aud i t it was also noticed that normal towers 
of 'A' type (three) and 'B' type (one) were used in the beds of two 
rivers near R oorkee on ordinary foundations instead of well type 
fo undations which are necessary for towers located in or in the 
proximity to th e beds of the rivers to prevent:J any dama:ge due to 
a possible change of the course o( the rivers in such areas. During 
Au gust 1977 to September 1978 emergent temporary protection 
work had to be provided on these tower locations at a cost of R s.1.50 
lakhs (approximJ.tely) . Onei of ithe towers fell down in August 1978 
due to which the line remained inoperative for over a month. The 
expendi ture on providing well type foundations for 4 alternaitive 
tower locations (March - September 1978) and the cost of re-erec­
tion of the tower as well as the damaged section of the line amounted 
to R s.6. 03 lak.hs and Rs. l. 60 ,lak.hs respectively. No claim for com­
pensation was lodged against the firm since the tower locations had 
been approved by Lhe Superin tending Engineer, Electricity Trans­
mission Circle, Roorkee before the work was taken up. 

8.07. Fabrication of towers for the Fifth Plan lines 

Under a contract awarded by the Board to firm 'B' for su pply 
of 6,300 tonnes of towers (subsequently increased to 10,700 tonnes) 
for 132 KV lines to be constructed during the Fifth 5-Year Pfan 
period the Board supplied to the firm l 2,840 tonnes of steel (value : 
Rs.2.85 crores) between August 1976 and November 1978 which 

.. 
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included 874 tonnes of steel arranged by the firm against payments 
of Rs. 16.58 lakhs made by the Board in May / August 1977. The 
firm. however, su pplied 11.221 tonnes toH·er parts u p to D ecemb er 
1979 including free of charge replacement of shortag-es and damages 
(58 tonnes). For this work 12.280 tonnes of steel was necessary 
including 10 /1er cent margin for wastages in fabrication. Neither 

-,- the accou nt of the remaining; 560 tonnes of steel (value : R s.14 lakhs) 
had been sett·led nor had the firm given the Board credi t for the 5 
per cent accountable wastage of 558 tonnes of steel at R s.600 per 
tonne (Rs.3.35 l akhs) so far (Mav 1981) . 

In termc; of the tender sp<'cifica tions 1·he price oF zinc was to be 
reimbursed bv the Board to di e fim1. Pavmen ls of R s.9!1 .29 lal<hs 
·were. hm,·evcr . made bv the Board to the firm From Arnn 1c;t 197n 
to July 1978 for 720 tonnes of zinc i:vitl1out obtaining- proof of its 
procurement. The firm r efu sed to prodnce copies of zinc suoolier's 
invoices in sunnnrt of havi ng orocnred the zinc on the ground that 
no such stipulat;on ·wa<; made in the contract documents . Verifica­
tion of the zinc stock h eld hv the firm was al5o not art.an rred bv the 

J,. Board dnrin g; the p eriod the towers were fab r icated and g·al vanised 

' 
hy the firm . -...-,..,~ 

8 . 08. Fnhricalirm nf rfefectivP lattice poles 

'Ag-ainst an order of M ;irch 1 ~72 F0r dt><;lP"ll . fo hr ica tion and 
s1moly of 4.400 tonne<; of latticf> noles (A 1·vne : 4.211 0 : B type : 
4.750 and C tvoe : .11 ()()()\ s11itahlP fnr 11 KV lines in hill district<; . 
firm 'F' started 111;;iss fo hric:ition of the n?r ts without. ensnrin~ fa bri­
c;:ition of ffi (l tching par t.s for complete poles. 

The oarts su pplied h v the firm Wf'ri> coninle> te for onlv l , 56~ 

lattice poles (A tvnc : .t:lOO. B tvoe: 2!1 1 (In (! r. tvoe : 812)' and 
the r est of the parts sunoli t>d conlcl not h e 11sPn fM w<lnt of matching 
parts of varions sizec; weiqhin g- 204 tonnec; . T he R :rn <l r. tvoe lattice 
poles snoolied hv the firm were unfit for USP <;ince their footing-s 
required too much P-Yound area which w::ic: rliff;cnlt. in hillv areas. 
Moreover. the cost of r etaining wall reon ired for th e polec; was hig-n 
as two leirs of the notes din not fall on the lPvcl P-ronnd and th e 
labou r charges for erection of the poles were al so high . 

The papers r elating to the award of this contract and perfor­
mance of the firm thereunder were staterl to have been h anded over 
to the State Vigilanc.e D epartment for enquiry. T he extent of 
blocking of fuds in fabrication of the lattice poles under the con­
tract could not, there fore, be ascertained in audit (March 1981Y. 
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8. 09. Other points 

8. 09. 0 I. W astage of steel in tower fabrication 

The State Public Works Department schedule o( rales provides 
for 2. 5 fJer cent wastage of steel in fabrication o f structural steel for 
trusses, gales. racks, etc. Tn departmental fabrication of towers at 
Naini (Allahahad) the wastage of steel in the form of small cut 
lengths was about 2. 4 fJer cent weig·ht of the fabrica1·ed towers and 
such cut pieces were eith er utilised for sm;:i Jl fabrication items or 
were sold. Tn its tender spe,ifications providing for nepartmen tal 
supply of steel free of char!:':c the Board had been ;ill nwing· 5 fJer cent 
extra steel for w;istag·e in fabrication of towers . Dnring test check 
in audit. it was. however, noticed (O ctober 1080) that in 6 cases 
10 f1er ce11f" margin for wastage of steel in tcrn·er fabrication was 
demanded b y certain fabricators and allowed bv the Tiot1rd , t11thouirh 
f;;i brintion o f inintcCI tower m embers was a l.~n perm itted bv the 
Board (Tulv 1077). The value of 5 Per rent r'tr:-i steel given to 
various tower fabrica tors in such cases after ::i.llowin g; for wastages 
accounted for bv them works ont to Rs.51 . 07 fakh -; as under : 

Tender Class of Name Ouantitv AccN1ntal--lc wastage Value of 
enquiry tower of of towe·r (rcrcentage) extra 

firm (in tonnes) wastaj!c 
(Rupees in 

lak hs) 

February 1972 220 KV F 4600 Nil 4.60 . 
April 1972 - 220 KV"' F A ·· ~ r 1997' 

.,,, ,. ,.. r N;l..,. . r 1.CO 
,.. &>· rw ,. ' ~ ~ F" r - . r r r· r ~ ,.. 

· January 1973 400 KV" n ...- · 90(-6 3 r 14.f5 
(at Rs.500 per tonne) 

A 8134 3 8.93 

• 

• 
~ -

\ 

November 1976 400 KV A 4320 Nil F 4.32 -........_ 

B 3332 Nil r 3.33 

January 1974 132 KV rr- B 11 22 1 5 9.72 
(at Rs. 600 per tc nne) ' 

F 1000 5 f 0.88 
(at Rs. 600 per tonn e) 

T 1500 5 r 1 .3o 
(at Rs. 600 ner tonne) 

2.34 April J976 220 KV I B 1358 N il 
--- -

51.07 
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The accountable wastage of 3-5 jJer cenl comprised steel in cut 
lengths oE above one me tre ·which could be utilised in various other 
works or sold for re-rolling. No effort was. hm,·c, ·cr , made by the 
Board to get back such cut p iece of steel even in I he case of con­
tracts which proYidcd for return of the accountah lc cut leng-ths nor 
·was the estimated valne of accountable wastage deducted from pay-

~ rnents mad e to the firms. 

The position 'iV'1S r eviewed hv the Cliairnrnn o f the Board in 
Tune 1977 ;mrl it ,,.;i" ordered that in future contr;icts th e man:rin of 
\\'<l'ita!!e o f <:tcel :i l1 0wf'rl to th e fah r ic;i tors sh0nld not c-xceed 5 per 
rPnf of the \\'('tCTht o f the fohr icated ma terial. 

R. 09 . 02. E x.Im P..;f!e1uli f1 1rf' nn zinr rmrn1m /1t ion 

Tn an ec; tini ri te Fm- denart mrnt::i l p·;i lvani<:ino· 0f t·nwers suE­
rnit l"l"n lw tli f' T<'lf~ ctTiritv F :ihri r::i tion TTnif'. l\T;i in i (A lh h ::ih ad)" to 
the Chie f T<'no- ineer (T r a nsrn is<; ion n e <;i o·n) i11 M :i r ch 1<)7R. nrovi­
"ion for line cnns11 m ntion in hot·-rl in p-,-. lv:inisinrr o f tnwer nllrtc; (as 
ner st? nrlan"l c; l :i irl Cl nw·n in T<;S : 7?~-101)()) w..,., n1 ricl C' a t 5 fJer a nt 
o f thf' hl:ick w f' io-ht o f 1·h e fob r ica1·ed tm,·pr c; Th <" rontract ::iwarded 
hv th e Bo::i rcl to fir m 'C' for tow('rc; n f 22() KV si1w le circu it Sultan-

' rmr-Gorakhour l in C' f1 1.11 °k P1<;'\ . h owPvf'r . n roYidcn for r.inc consumn­
tinn ;:i t fi f)f'r rr'n t 0f th <" h l::ick w <" ii:rht . Tn MhPr cnntr::ic1·" the con­
s11m ntion of thi <; i tl' 111 ;:ic; rl Pm::in cl l'rl hv v:i rinns h rm <; ::i .,(I ;i llowf'cl hv 
1he Ro<irrl. v~1 ri C'n fwnn fi . . t} to 7 h Pr rrn t . r nmn..,rPCI w ith the 
lowes t n ror0 rt if'ln " f () hpr cent i' llo" ·prl "'" th P Ro-.rrl ;,.., the cnntn \ct 
fnr tow <"r<: of ??0 KV S1ilt<1 nm1r-r.n r ,-.lhr111- li11 f' . th <' h i..,.hPr oronor-
1 ions of zinc cn ns11mptio n a llowerl lw !h <' P.narn ;:i t it·<; cnc;t in o ther 
C.Ot1t f(1Ct <; r ec;pltpr] in ;111 <t CTrlitin n '11 e :X n Pnnit11rP nf n <: ~() ~~ fa kh c; 
on account of ex tr::1 7.inc <i llowed to the fabricators (2!'-'16 ton n esY' 
as shown in tl1c followin g table -- Nrime of Ot•antitv Percent a !'C F :v trn V ri lpp o f 

Pa rticulars firm of t0W('f<; of 7 iflC' p11tr;:i 7inc 
(in tonncc;) 7.inc (t0nnes) <Runees 

in lakhs) 
(a) 400 KV l ines 
Obra-Sultannur 13 4R'2<i 6.5 12. l 1.21 
Obra-Kannur B 906!; 6.<i 45.'.l 6 .80 

Rishikesh-M oradabacl n 3132 6.5 16.6 2.49 
K a nour-Muradna gar A R134 6.5 40.7 6.10 
R ishikesh-M uracl naga r A 4320 6.5 21.6 3.24 
Sultanpur-Lucknow A 2866 6.5 14.3 1.85 

32543 - --
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Name of Quantity Percentage Extra Value of 
Particulars firm of towers of zinc extra zinc 

(in tonnes) zinc (to nnes) (Rupees 
in lakhs) 

(b) 220 KV lines 
M ughalsarai-Dchri F 565 6.5 2.3 0. 12 

Chhibro-Roorkee and F 1660 6. 5 8.3 J.25 
Muradnagar-Shamli 
Risbikesh-M odipuram A 2888 6.5 14.4 1.44 

Harduaganj-Moradabad A 1270 6.5 6.4 0.95 

6383 

(c) 132 KV li11es 

Two orders of J anuary B 14518 6.5 72.6 10.07 
and December 1974 

Two orders of Deccm- I 2140 7.0 2 l.4 3.21 
bcr 1974 and October 
1975 

One order of May F 2000 7.0 20.0 0.60 
1968 

18658 296.0 39.33 

8.09.03. Testing and in:ipection 

The con tracts awarded by the Board to various firms for tower 
fabrication work stipulated use of standard quality steel conforming 
to the requirements of ISS 226- 1950 (revised in 1975) and hot-dip 
galvanising of tower parts as per TSS 2629-1966. During test check 
in audit it ·was noticed (October 1980) that tensile, bend, dimen-

.. 

~ 

~ 

\ 

sions and tolerance tests of the fabricated tower parts supplied under 
various contracts were not arranged by the Board in accordance ...__ 
with the methods laid down in ISS 226-1950 (revised in ] 975) to 
ensure that the standard qu ality steel suoplied bv the Board or pro­
cured by the fabricators at the cost of the Board was actually used 
in fabrication of the towers supplied bv them under various con­
tracts. Similarly. the qualitv of hot-dip galvanisin g- of the tower 
parts was not tested bv the Board in accordance with the methods 
]aid down in the TSS-2629-1966 to veri fy the q uality of galvan ising 
and full use of zinc therein . 

Concrete cube tests on sample basis from each lot of cement con­
crete mix used in tower foun dation work were also not arranged as 
per ISS-456 (revised in 1978) . The quality of concrete u sed in the 
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tower foundations and full use of cement supplied by the Board for 
the same thus r emained unchecked. 

8. 09. 04. Non-revision of tower design 

The con tracts awarded b y the Board to vario us firms under 
d ifferent tender enquiries stipulated that the towers would be fabri­
cated in accordance with the standards laid down in the ISS : 802-
1969. T he scandard was r evised by th e Indian Standard Institute 
in 197 3 (ISS : 802) providing for 30 per cent increase in the wind 
load of towers w hich resulted in the redu ction in the weight of 
towers. The r evised standard resulted in the reduction of about 15 
per cent in the weight o f the towers supplied by the firm 'H ' to the 
design o[ firm · B' (as per the re,·ised standard) against a tender 
enquiry of November 1977. The revised standard 'ms. however, 
incorporated by the Board in the tender enquiries floated only from 
1976 onwards. T he design of the weighty 132 KV towers o E firm 'B' 
tested in I ta ly during 1969 formed the basis o f placing orders on 
firms 'B', 'E' and T against the tender enquiries up to J an uary 1974. 
Due to <l elay in adopting the revised standards the Board incurred 
an avoidable expenditur e of about Rs.10 3 lakhs in respect of 13,721 
tonnes o( towers supplied by firms 'B', 'E' and 'I' aga in ·1 the o rders 
placed on them in December 1974, due to excessive we ight o f towers 
(2.058 tonnes) . 

8. 09. 05. Excessive rn.tes for lower foundation worl! 

T he unit rates for foundation \vork sti p ulated in va rious con ­
tracts for line erection works ·were decided by ETDC on the basis o f 
tenders without fram ing or adopting any schedule ol rates for simi­
l ar items fixed by the State Public Works Dep:uLmcnt. T his 
resulted in award of tower foundation work at co rnparati , ·e ly high 
rates as detailed below 

Item of wor k 

Excavation 1rork (per Cum) 

Normal soil 

Wet soil 

Sort rock 

H a rd rock 

Per cubic metre rates 
as per PWD Sche­
d ul e for 1979-80 

Per cubic metre rates 
at which con tracts 

were awarded ( 1973-
74 to 1979-80) 

(In Rupees) 

4 

5 

J I* 

19* 

6 lo 40 

8 lo 45 

30 to 63 

60 t o 118 

*Awarded by the Board to Uttar Pradesh Rajki ya Nirman Nigam L imited in 
November 1975. 



Item of work 

Cement concre te excluding cost 
of cement a t l :2 :4 

Revetment work of random 
rubble masonary per Cu m 

Provision of shuttering for 
foundaticH1 per Sq m 

126 

per cubic metre r ates 
a s per PWO Sche­
d ule for 1979-80 

260 

200 

8 

Per cubic metre rates 
at which contracts 

were awarded (1973-
74 to 1979-80) 

(in Rupee s) 

400 to 1450 

300 to 480 

40 to 65 

Illustrative cases of such high rates noticed in test audit were 
as under : 

(i) 132 K V Rishil.esh-Srinagar line (80 f<.1ns·) 
Contract for erection of this single circuit line awarded 

(June 1977) to firm 'M' of Meerut (va~ue: Rs. 37. 99 lakhs) 
included erection of 260 towers with 10,304 Cu m of founda­
tion excavation and 1,166 Cu m cement concrete work as per 
ceiling volumes stipuhted in the contract for these i tems of 
work. The line work done by lthe 11rm included execu tion of 
34,632 Cu m of foundation excavation and 1,28 l Cu m con­
crete work in respect of 208 towers. The payment made to the 
firm for the extra quamity of these items o( work amounted to 
Rs.28. 79 lakhs. Besides, the firm was paid R s.7. 36 lakhs 
for 1,901 Cu m revetment ·work of random rubbles with 
cement mortar (1635 Cu rn) a t R s.450 per Cu m and cement 
concrete (266 Cu m) at R s.760 per Cu m on 22 towers as 
against 250 Cu m of total revetment work stipulated in the 
tender specifications of the work of the whole of the line. 
The estima te as sanctioned b y the Addi tion al Chief Engineer, 
Meerut (June 1980) for Rs.1 84.53 lakhs, however, provided 
for expenditure of only R s. IO lakhs for the revetment and 
R s.3 . 50 lakhs for the benching work at R s.O. 20 lakh and 
R s.O. 02 lakh per location respectively. 

(ii) 132 KV Haldwan i-Almora line (54 hms) 
A contract for ereotion of this line avvarded to firm 'M ' for 

completion in a year from June 1977 (contract value : 
R s.19. 04 lakhs) provided for payment at Rs .420 per Cu m of 
revetment work of random rubble masonary. The quantity of 
the revetmen!t ·work was neither specified in the contract nor 
was it est·imated1 by the Electricity Transmission Division, 

'1 

.. 
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Nainital on the basis of tower locations. The firm was, how­
ever, paid Rs.23. 79 lakhs for 5,471 Cum revetment work in 
respect of 40 out of 161 towers in addition to Rs.O. 72 lakh 
for 1,803 Cu m earth filling work. .8esides, payments of 
Rs.5. 98 lakhs were made Lo the firm for benching and site 
levelling W'Ork of 3,582 Cu m in soft rock and 5,688 Cu m 
in hard rock for which nu provision was made in the contract. 
Such payments for extra items of work increased the contract 
cost of the erection work i rorn Ks. l ~J. 0'1 lakhs to lZs.50. 44 
lakhs. 

8 . 09. 06. Vary ing lower weight an cl foundation volumes 

i 
• l I ...... :.,._~ 

The Board docs not indicate in its tender specifications the 
design of towers and fundation volumes. Designs of varying tower 
weights and foundation volumes of the same capacity transmission 
lines submitted by the contractors are approved by ETDC from 
time Lo time. This had resulted inprocurement of towers of vary­
ing weights and foundation volumes for the lines of the same capa­
city. 

Although such wide variations were noticed by ETDC from 
time to time the financial impact of such variations was not exa­
mined by the Board for evolving a most economical tower founda­
tion design. 

8 . 09 . 07. Purchase of 'J\1 oose' conductor 

An order for supply of 500 kms ACSR 'Moose' conductor by 
November 1976 for 400 KV Sultanpur- Lucknow single circuit 
line at Rs.20,000 per km f. o. r . destination was placed on a firm 
nf Bangalore in August 1971. The firm's capacity to manufacture 
and supply such large size conductor was not verified although the 
Board knew that the firm was new in the field of manufacture of 
ACSR conductor. The first lot of 20 kms offered by the firm for 
inspection (August 1974) was not passed for despatch but after 
re-inspection (May 1975) and removal of the damaged upper lay­
ers 19 kms were accepted by the Board (July 1975). 

By }ifay 1976 the firm made further supplies of 212 kms of 
conductor without any inspection at its workshop. Bulging and 
overlapping of the conductor strands were noticed (November 
1976) during stringing of the conductor in the line (40 kms). 
The Exec~tive Engineer Electricity Transmission Division, Sultan­
pur thereafter inspected the conductor (November 1976) in the 
presence of the firm's representatives and found it to be totally 
unfit for 400 KV line. 
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During test check in audit the following points were noticed 
(May 1978): ' I --· 

(i) Out of the total supplies of 231 kms, 121 . 5 kms o( con­
ductor (value : Rs .:>2. 81 lakhs) was defective against which free 
of charge replacement ol only 49. 6 krns of conductor was made by 
the firm. The CSPC, however, decided (Mar 1978) to use 71 .9 
kms of defective conductor in the bus Lars of sub-stacions on pr ice 
reduction of Rs.4,000 per km and to allow the firm to resume ""?"­
supplies of the balance 269 kms of conductor at Rs.27,500 per km 
(f. o. r. destination) on terms and conditions of another order 

placed on the firm under a subsequent tender enquiry. Thus, in 
~pite of the firm's failure to supply conductor as per che Board's 
specifications and as per the prescribed time schedule i t was granted 
price increase of Rs.20. 18 lakhs. 

(ii) For manufacture of 500 kms of conductor the firm was 
allotted 1,059 1tonnes of aluminium from tho Board's quota as 
against the requirement of 731.50 tonnes. A subsidy at Rs.3,130 
per tonne was allowed by the Government of India on the quota of 
aluminium allotted to the Board . Though the contract w ith the 
firm provided that the firm should return the unused aluminium 
to the Board (and it was claimed by the Board in other cases) , 
the Board did not claim the balance o f aluminium from this firm; 
this resulted in an unintended financial benefit of Rs.10. 28 lakhs, 
being 1rhe amount of subsidy availed of by the firm in purchase 
of unused quantity (328. 50 tonnes) of alumin ium. 

(iii) Only 78 kms of conductor was used in the line and the 
remaining 153 kms (induding 71. 9 kms of unrepiaced defective 
conductor) had to be transferred to other units of the Board. The 
expenditure incurred in shifting o( 71. 8 tonnes of conductor 
after rewinding of t he condu ctor on drums amounted to Rs.O. 37 
lakh. The expenditure incurred in re-transportation of the 
re maining 71. 2 kms was not available. 

The matter was reported to the Government/ Board in Decem­
ber 1980; replies were awaited (Ma rch J981) . 

8. l 0. Sumnii rig up 

(i) Schedule of rates for sal ient items of transmission 
works to serve as a guide and the detailed estimates of cost of indivi­
dual works had not been prepared though required b y the rules 
of the Board. 
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(ii) While the tenders of established firms were passed over 
u ndne preference was granted to 3 firms in awarding work of 
tower supply in spite o f their failure in certa in contracts. O ne o E 
the firms made ddault·c; in almost all the contract~ and recoveries 
o f Rs . .fi9. 25 Jak hs ,\·ere Oi.lL tanrl ing a~ainst the firm un der fonr 
contracts. 

(iii) (a) The \\·ork of tower suppl v and Prcction of 400 KV 
Obra-Sultanpur line was entrusted 1·0 firm 'R' which had nei ther 
set up its tnwer frihrica tio n "rorkshop nnr h(lrl obtained indus­
tria l licence for fa brie<1tincr towers. Its tenrlPr was not finan­
cially faynnr;;ihlP rl uc to whirh the Board incnrrerl ?11 extra expen­
d iture oF Rs.!1~ . 60 lakhs in tlie cnu rse of e'<en1 tion of the work . 

(b) The work nf Sllp)JlV of towers rnr 400 KV Ohra- Kanpnr 
line ·w"s aw::irded 10 firm 'P,' to sa ,·e abo11t '] w :1r<;' time taken in 
rower design in g. The firm . bowever. deb yerl the 'rnrk by about 
2! years. 

(c) Instead of evohin.e; a re;:i listic h r•sis for evalwu-ion of t11e 
tenders two rl.i4+erc>nt stanCl ;:: rr}; , ,:ere ;i d optcd br l'e Board in award­
in g- the work of four lires of 400 KV aQ_a inst the same tender 
encimry. 

{iv) A'\1;1r<l of tower ~i 11'lr.lv ·work to a c1Pf;111 ltinq firrn tmder 
a cen tra 11 ". <;nonsorerl sch eme re<;t1 lted in fln "" tr1 f''(ne n<l i tu re of 
R s.59 . f15 bld1c; and accum111?tion o f unm'ltchi no· tower parts valu -
ing Rs.40 lakhs. · 

(v) The work of er ection of cert'lin 132 KV lines on tower s 
of th e same desiP-n wac; c\\·ardFd to different firms ag-a in st a tender 
en qu irv a t widelv varving- rates in al mo<>t ~im ilar toPOQT(!Ohical 
condition which involved ext-ra expenditure o f R s.95 . 44 lakh s. 

(vi) In soite of defa11lts made hv cert::iin firms 
g iven nn Cl11e riml extra h en e. fi t<; i n the fo1lowin P- cases: 

th ey were 

{a) Rnoees 26. 9fi 1akhc; in the case of 400 KV Ohra-Su l tan ­
pur line and Rs.4 . J 7 l ?kh s in the case o[ 4()() KV Ohra- Kanpur 
l in e to finn 'B' in addition to adva nce payme11ts for procurement 
of zinc (Rs .32. <12 lakhs). 

(b) Rtinec~ ~ ~ . ~f) l;.ik hs to Finn 'F' in the case of centraUv 
sponsored 220 KV lines besides nnancial a c;sistance of R s.44. 32 
lakhs r-iven to the firm for p rocurement of steel. 

(c) R upees 4. 20 l akhs to firm 'C' in th e case of 220 KV 
Sultan pur-Gorakhpur line. 
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(vii) Due to defective location of towers of 220 KV Rishi­
kcsh- Modipuram (Meerut) line in the bed of two rivers the Board 
incurred an extra expend iture of Rs.9 . 13 lakhs. 

(viii) Under certain contracts extra wastabe of steel was 
allowed in tower fah ricat ion work (value : R s.5 l . 07 lakhs) . 

(ix) Under some contracts for tower supply two firms 
allowed consumpLion of zinc at higher rate involving; extra 
sumption of 296 tonnes of zinc ·worth Rs . ~ 0 . 33 lakhs. 

were 
con-

(x) Non-revision o[ the design of the toKers in conformity 
with the relevant Ind ian Standard Specifi ca tions (revised in 1973) 
resulted in procurement of weig-hty towers (conforming- to old speci­
fications) ag-ainst orders placed in December 1974 involving an 
extra ex penditure of about Rs.103 lakhs. 

(xi) Widely varying r2tes for the works of tower foun dation; 
revetment and shorin~ of tower pits wi th sh u tterin~s were provided 
in various contracts which were much higher than the then cur-
rent Pnh!ic W orks Schedule of rates. ...L 

(xii) ln sp ite of fa ilure oF a fi rm in snpDly of conductor it 
was granted u ndue price increase of R s.20 . 18 lakhs and financial • 
b enefit of Rs.10 . 28 lakhs for procuremen t of aluminium aga inst 
the Board's quota in excess of the requirern rn ts for the conductor 
supplie<l. 



SECTION IX 

LOSS OF REVENUE 

_.. 9. 01 . l n rorrtfft afJfJliwtion of t.ariff 

(a) Pr ior to 1st J une 1979, rate schedule- HV-2B (H eavy 
Power) was applicable to all the con t11ners with a contracted 
demand of OYer 200 Kw· (2!1.5 KVA) for industrial and /or pro­
cessing purposes and for State l ift irri~ati0ri . The supply of elec­
tr icity to the Railwavs. All Tndia Radio (T~le"ision) and for water 
works was not coYered lmcl<>r th ic; r ate sch eel u le and was to be 
billed unrler rl'lte schednle HV- l R (mixed lMd above 100 KW). 
The Lucknow Electric S11nnlv TTndert::i \ irio·. however. charg-ed for 
supply of power to All Tndia R?d io (T elevision) ::ind vVater Works 
Department under the rate shedule HV-2B. which resulted in a 

A. short recoverv of revenue to the extent of Rs.~7 . 48 lakhs (March 
1977- May 1979)'. 

The matter was rennrt"n to the n o<1rcl /Government m May 
1980: replies ·were awaited (\farch 1981). 

(h) · At the request (Fchrnarv 1967) of ;i ronsumer who was 
sanctioned a load of 1J2 . 5 KW' (December 19<1"' . a connection 
for 56. 25 K \V load was rel ea ~ed (November 1 %7l for the fir st 
work in g- season bv the Electricitv Distribu t ion nivision I. Ballia. 
T his connection was con tinued without obta in in P" the Board•s 
approval for a re011nfon in the sa nctt()ncd lo?d and the consumer 
was billed up to Febrn<1rv 1978 at ·the rates anol icable to ·a con­
nected loacl of no to 7.tJ KvV. The connect<'d Joa<l of the motors 
instl'I lled was not verified Durin <r phvsica 1 ver ification by an 
Assistant F.ncrineer ( AnriJ 1 Q7~) the mnner:tcrl load of th e con su­
mer was found to be 11 0 . 11 KW for which hio-h t>r rates were appli­
cable. Rillincr at an incotTect lower rate r esulted in :m undercharge 
of Rs.0.~5 lakh durinl! the period from 'Anril 1975 to February 
J 978 (the records for the e::> rEer period ·were not available) ·. 

T he matter was re~orted to the Boan l in November 1979 and 
to Government in September 1980; repl ies were awaited (March 
198 J) . 
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9 . 02 . Power cut 

(a) During 1979-80, (e ffect ive from 2 1st August 1979) due to 
power shortage in the State, the State Government imposed power 
cuts ranging from 3~. 33 to 66. 66 fJer cent on the highest demand 
recorded in any monLh during the J 2 months from Au~ust 1978 
to July l 9i9 or the contracted demand. whichever ·was less, in res­
pect of heavy. medium and continuous process industries. Any 
excess oYer the permissible demand ivas liable to a penal ty of 
Rs.100 /200 / 300 per KVA for the first. seconcl and subsequent 
defaults rcspec1i,·ely apart from disconnection. 

A test check in riudi t· O !'arch I .-\pr il l 9PO) disclosed that 4 
consumers (one e·1ch in 4 di,,isions) had rendered themselves 
liable to 1 enalties ;HrO"reg·;ltin g- Rs.12.~0 l;:ikh'i "·hich h;:id. however, 
not been levied · the reasons for not levying pe'nal ties were not 
on record . 

The matter w::i'i rrported to the Bo"rd /Go\·ernment in May and 
August/September 1080: replies were awai.ted (;\farch 1981). 

(b) Under thf' Utter Pradesh Elec:tricitv (Regulation of Sup-
ply, Distribution. C.omrnnption and Use) Order. · 1977 (effective 
from 7th nril 1977 ;;ind applicable For 1977-7R). the Government 
im posed power cuts durin!!' 1977-78 For r egufatin g- the snnolv. dis­
tribuf'ion. ronsumntion ?nd tic;e of electric Pr<-•rO"v. The order, 
inter fllia, prnvided th;;it <1 11 industrial consumer with his own source 
of g,en<>r ation . sho11ld observe the power cut to the extent of the 
insta lled capacity of such source of q-eneration. Tt was also pro­
vided that the State Government might. in public interest, relax 
(in r espect of anv consumer) :these restrictions to such an extent 
and for such period as it thought fit. Everv excess drawal bv the 
consumer over and aboYe this limit was snbiect to a penalty oE 
Rs.50 per KVA per month. 

A consumer of E1ec1ricitv Commercial Divi c;io'l. Allahabad 
with a contracted load o f 600 K\\T had his own source of g,eneration 
( 1. 108 Kv\T) but '"'as allmfed by. Government in Aoril 1977 (in 
relaxation of the rest rictions) to draw energ-v up to 400 KW from 
the Board. Dnrin!l test audit (October 1 q79) it was noticed th;:it 
the consumer had heen reg;u larlv drawin~ power (1977-78) · in 
excess of the permiLtecl limit of 400 KW. but the penalty of Rs.50 
per KVA per month was not l evied. The amoun't of penaltv not 
imposed worked out Lo R s.0.38 lakh (1977-78). 

The m atter was reported to the Board/ (Governmen t in Novem­
ber 1979 / September 1980; replies were awaited (March 1981) . 

°?" . 
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9. 03. Non-segregation qf circuits 

When the energy supplied to a large and h eavy power con­
sumer for a factory is also utilised for domestic consumption such 
~o.nsurnption is rcy_uired to be metered and ckirgcd L"or separately 

la1lmg which Lhe emire. con sumption is required to be charged a t 
t.11e higher rate applicable to the mixed load . 

.,.. A Lest check i11 a udit (March 1980) revealed that one con-
su mer ot Electricity Distriuution Division I , Aligarh had n oL 
been billed at the higher rales for mixed loads as applicable result­

mg in a non-recovery o( Rs.0.95 la kh (A ugust I Y77- August 1979). 

On this being poin ted ou L in audit the division raised the 
bill for the undercharge (April 1980): recovery was a·waiLed 

(March 198 1). 

The matter \\·as reported Lo the Board , GoH:rnrnent in J anu­
ary and May/~cptembcr J Y80; r eplies were awaited (March 198 1). 

9. 04. ] a111 med/ stopjJed meters 

As per the Board's orders (October 1976) iE the meter of a 
cunsumer is found j:1111mtd / stopped the assess111e11t is 1.0 be based 
on the max inunn c~crna ud and consmn ptio11 1 cconlccl cl uri ng the 
p1 cceding 3 months. 

It was noticed that jn the case or ] 4 consumers, 5 distribution 
divisions had billed tht consumers, whose meters were fou nd jam­
med/stopped, on the basis of minimum charges / average consump­
tion (instead of on the basis provided in Boar d's order) resul t ing 
in an underch arge of reven ue of R s.5. ;$2 lakhs (0Jovember 1976-
March 1980). 

On being pointed o ut by Audit (April 1980) one of the divi­
sion stated that the consumers would be billed in accordance with 

....+he Board's orders after r eplacement of the meters by lthe Test Div i­
sion. Subsequ ently this division raised bills for the undercharge 
for Rs.2 .17 lakhs agains1: 6 consumers for the period from March 
1977 to November 1980; the meter of on e consumer was reported 
to be not in use. Out of the amount billed Rs.l. J 8 lakhs was 
recovered (February 1981). No reply was r eceived from other 
divisions (March 1981). 
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The matter was reported to the Board/ Government in March, 
May and September 1980; replies were awaited (March 1981). 

9. 05. Non-levy of additional charge 

(a) According to tariff applicable to licensees, heavy and 
large power and mixed load (above l 00 KW) consumers, if the 
monthly bill is not paid by the due date, the consumer is liable 
to pay an additional charge of 7 paise per Rs.100 or part thereof, 
per day of delay, on the unpaid amount. 

In 1test audit it ·was noticed (June-Nov~mber 1979/ Fiebru­
ary 1980) that the diYisions had not recovered the additiona l 
charge in respect oi Hi consumers (7 divisions) resulting in an 
undercharge ol Rs.4. % iakhs (October 1974-December l 979). 

On being poin Le<l out by Audit (] uly l 980) Electricity Dis­
tribution Division, Kanpur billed (August to December 1980) the 
consumers for additional charge of Rs.0. !-.15 lakh ou t of which 
Rs.0. 56 lakh had been recovered (February 1981). 

(b) One of these consumers was also having a sanctioned load 
of 50 KW for light and fan in addit ion to the factory load, and 
was billed for the light and fan consumption along with the bill 
for factory consumption. According to the tariff, a rebate of 5 paise 
per Kwh is admissible in respect of light and fan consumption on 
timely payment of Lhe bill. I t was noticed that a rebate of Rs.0. 32 
lakh had been allowed during the period from December 1976 to 
March 1979 even though the consumer had not made timely pay­
ments. 

The matter was reported to the Board during July 1979 to 
August 1980 and to Government in May and September 1980; 
replies were awaited (J\farch 198 1). 

• 

9. 06. N on-leV)' of surcharge 

According to the tariffs applicable to small / medium power--..... 
consumers (effe<-iive from 12th October 1974) and to private tube­
wells/ pump-sets for irrigation purposes (effective from 1st Nov-
ember 1974) , in the event of. monthly bills not being paid by the ... 
due date the consumer is liable to pay a surcharge of 12 per cent 
on the amount of the bil1 , excluding arrears, if any. In case the 
payment is delayed beyond 6 months (reckoned from the first day 
of the mon th fo llowing the due date of payment), the consumer 
is also liable: to pay an additional surcharge o f 2 per cent per month 
or part thereof for the period of such delay. 

1 
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lt was noticed in test andi't (August 1978 to Novem ber 1979) 
that in ti c.l i ,-is ions t lt<.: w rcharge ol 2 /Jer ce11 t per mo nth for delayed 
pa) 111e1ll ::, was noL le\ ie<l resulting· in a n undercharge aggregating 
R.s.l. 75 lakhs i11 re~pect o l 149 consumers. 

On this l>eing pointed out in audit the Board Slated (August 
l !:180) that in 3 oi the divisions bills had been ra ised (Decem ber 
l !:179 / ~r arch to .May 1980) . 

T h e ma tter was re ported to the Board in OcLOber 1978 / March 
1979 / May 1980 and Lo GoYernment in :\Tay / September 1980; 
repl ies of the Board (in respect of the other 3 divisions) and replies 
from Government were awaited (March 1981) . 

9. 07. Non-recovery of instalments 

Under the Commercia l scheme for giving connections fo r pri­
vate tubewells and pump-sels on priori ty basis (introduced with 
e ffect from July J972) . if Lhe expend iture Lo be incurred by the 
Board to p rov ide the connection is up to Rs.4,000, an amo un t of 
H .. s.700 is to qe reco\'ered from the consumer. For an expenditure 
in excess of R .4.000 but up to Rs.6 ,000, an amo unt of Rs.1,050 is 
lo be recovered from Lhe .consumer. T he recove ries are to l>e effect­
ed in 10 equal an11 ual instalments, Lhe fi rsL instalment being 
recoverable before energising the pump-sets. If the expenditure is 
in excess of R s.6,000. the entire amo unt in excess of Rs.6,000 is 
reco,·crable in lum p su m. 

A test cbeck in audi t (October / November 1979) revealed that 
the instalment fa ll ing d ue from April 1973 to ~ f arch 1979 involv­
ing R s.3.67 lakhs in Electricity Distribulion Division I. J au npur 
(481 consu mers : Rs.O . 95 lakh), Electricity Distribn tion Divi­

sion I, Gh azipur (500 con sumers : R s. 1.64 lakhs) and El ectricity 
Distribu tion Di,·ision II, Ghazipur (325 consumers : Rs. I . 08 
lakhs) had not been recoYered so fa r (March 1981) . 

The matter ·was reported to Lhe Board in December 1979 and 
Lo Government in May 1980 ; replies were awarted (March l 981) . 

9. 08. Red11ctio11 i11 load 

T he agreemenl entered into with 6 ind ustrial power consu­
mers (.Jan uary-N ovember 1975), receiving supply of electr icity 
from Electricity Distribution Division T. R ae Bareli. \\·e re valid for 
an in itial period of 2 years (Crom the date of supply) and were 
extendab le on an annual ba ·is thereafter. Either party could deter­
mine the agreement after the expiry of the in itial period of supply 
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with 12 months' notice in writing. At the request of 6 consumers 
(August 1976), the Chairman of the Board ordered (May 1977) a 

reduction in the contracted loads of these consumers (by 50 per cent 
in the aggregate) frorp. the date of commencement of supply 
(January-Noven:iber 1~75) . 

The irregular reduction in load before the expiry of the initial 
period of supply had resulted in a loss of revenue of Rs.2. 21 lakhs . 
Further, the recovery of reduction charges amounting to Rs.O. 16 
lakh were also waived, the reasons for which were not on record. 

The matter was reported to the Board in October 1979 and to 
Government in September 1980 ; replies were awaited (March 
1981) . 

9 . 09. Irregular concession 

According to the tariff applicable to heavy power consumers, a 
separate meter is required to be arranged by the consumer for any 
power to be used for other purposes which is to be charged for 
according to the applicable rate schedule. In the absence of a sepa­
rate meter the entire consumption is to be charged at the higher rate. 

In Electricity Distribution Division I, R:ae Bareli, a heavy power 
consumer utilised the factory load for other purposes and was billed 
at higher rates up to June 1977 when a separate meter was installed. 
However, in August 1977, on the basis of instructions issued by the 
Additional Chief Engineer (Commercial) , the Division allowed a 
reduction (in contravention of the provisions of the rate schedule) 
of Rs. I . 34 lakhs for the period from September 197 5 to ] une 1977 
on the basis of lower tariff applicable to heavy power consumers. 
This had resulted in a loss of Rs. I . 34 lakhs to the Board. 

The matter was reported to the Board in October 1979 and to 
Government in September 1980; replies were awaited (March 1981). 
9 . 10. Non-recovery of fuel cost variation charges 

With a view to providing an incentive to the mini-steel plants, 
rolling and re-rolling mills and induction furnaces in the State, the 
Board decided (February/] une 1977) that consumers covered under 
the rate schedules applicable to heavy and large power consumers 
and drawing power between 21. 00 hours and 09. 00 hours would, 
from May 1977, get the supply at a concessional rate of 16 paise per 
unit jJb.i.s electricity duty as applicable from time to time. This 
rate was based on the p~ices of coal , fuel, oil and ·wages of staff pre­
valent in February 1977 and was subject to increase from time to 

..... 
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time with the increase in wages and prices oE fuel. In April 1979 
the Board revised the chargeable rate upwards with retrospective 
effect from May 1977. The Lucknow Electric Supply Under­
taking, however , did not recover the charges at the revised rates 
from 2 consumers (May 1977-March 1978). resulting in an under 
recovery of Rs. 1 . 25 lakhs. 

On this being pointed out in audit, the unit issued the bills in 
October l 979 but the recoverv ·was a·waited (March 1981). 

The matter was reported to the Board/ Government in May 
1980: replies were awaited (March 1981). 

9 . 11. N on-reco1Jery of dttes 

A consumer of the Lucknow Electric Sunolv Undertaking 
stopped paying- electricitv dues from Febrnary 1974 but the supply 
of power was disconnected in May 1975 when the dues had accu­
mulated to R s.O. 70 lakh, though under the rules. the supply should 
have been disconnected within 30 days of default in payment. A 
demand notice under section ~ of Uttar Pradesh Government Elec­
trical U ndertakin gs (Dues R ecoverv) Act. 1958 for R s.l . 10 lakhs 
(up to April 1976) was served in Tuly 1976. A recovery certificate 

issued u nder Section 5 ibid (September J 976) was received back 
through the Collector. Lucknow, with the remark that the business 
of the consumer had g·one into liquidation. 

The matter was reported to the Board in November 1979 and 
to Governme:nt ~n May .1980; replies were awaited (March 1981). 

9.12. Non-le-uy of extrn charge 

According to the rate schedule applicable to heavy and large 
power consumers. an extra charge of 7 . !'> f>er rent was leviable for 
100-Volr supplies with effect from June 1979. In the case of 2 con­
sumers of Pralapgarh' division , the exlra charge of 7. 5 per cent 
amountin g· to Rs .O. 26 lakh. (June 1979-January 1980) had not 
been levied. 

The matter was reported to the Board / Government m May/ 
September 1980 : replies were awaited (March 1981). 

9 . 13. Unrft>r rrr011f'r')1 of electricity duty 

Energ-y sold to a consumer is subject to electricity duty at such 
rate as may be ri xecl hv Government from time to time. In the 
case of mixed loacl such d11ty is to b e levied on the total rate in­
cluding fuel price variation adjustment . A mixed load consumer 
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with connected load of 1 !JOO KW under Electricity Distribution 
D ivision I, Aligarh was, lwwever, charged electricity duty on the 
rate of energy charges without taking into account the addition 
towards fuel cost variation from April 1974 to .June 1978. This 
resulted in an under-recovery of electricity duty amounting to 
Rs. I . 02 lakhs. 

The matter 1vas reported to the Board / Government in May/ -,..., 
Septein her 1980; replies w~re awaited (March 1981). 
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SECTION X 

OTHER TOPICS OF INTEREST 

10.01. R ejection of claim 

Two consignments of m ica insn1ated bricks despatched (.lune 
and July 1975) by rail by the Thermal Power Station, Obra to 
the Mechanical Plant Division, Harduaganj were received at 
Harduagan.i (M ;:irch 1970) in a bad ly damaged and unserviceable 
condition . Claims for Rs.3. 16 lakhs lodged (January 1977) with 
the Railways were rejected (Febr uary 1977) as time-barred because 
they ·were not preferred within 6 months from the date of deli­
very. R esponsibility for the delayed lodging; of claim had not been 
fixed so far (~farch 1981) . 

The matter was reported to the Board / Government m May/ 
September 1980 : replies were awa ited (March 1981). 

J 0 . 02. Extm exjJenditure 

(a) The work of pa inting of stee1 structures was awarded by 
the Superintend ing Engineer. Thermal Civil Construotion Circle I , 
Obra (May l 97G) to a contractor at his tendered rate of Rs.14.23 
per tonne. The order to start the work was. however , not issued 
and in the meantime (January 1977) the con tractor demanded 
R s.20. 50 per tonne mainly due to increase in labour and material 
costs. The increased rate was not <1ccepted and the Superintending 
Engineer decided (:\farch 1977) to allot the ·work (w ithout invit­
ing fresh tenders) <1 t R s.40 per tonne to a public sector under­
rnking en g·rig·C'd in the fi eld of fabric<1tion and erection of steel 

~srru nu res. 

The allotment of '"ork at higher rate (Rs.40 against Rs .14.23 
per tonne) resulted in <1n extra expenditure of Rs. ] . 80 lakhs on 
the painting of 7.000 tonnes (np to Decemb er 1979) . H ad the 
work been allotted at R s.20. 50 per tonne demanded by the con­
tractor in J anuary 1977 the Board would have avoided the extra 
expenditure to the extent: of Rs. ]. 37 lakhs. 

The matter was reported to the Board in January 1979 and to 
Government in .'\ugust 1979 ; r eplies were nvaited (January 1981) . 
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(b) The Boiler Maintenance Division of 'B' Thermal Power 
Station, Obra placed 7 ' vork orders (April /May 1979) for main­
tenan ce works (value : R s.O. 40 lakh) without ascertain ing the 
reasonablene s of rates offered by cont ractors against l imited enquiry. 
T en ders for annual rnainten ance and repair subsequently invited 
(June 1979) by the division and fi nalised in July 1979 indicated 
that the rates pai.cl agains1L work orders were abnormally high . H ad • 
the work orders been allotted at price accepted in July 1979 the costs -.-__ 
would have been Rs.O. 1 ~ bkh against R s.O. 40 lakh. 

· T h e matter was reported to the Board / Govern men t in Feb­
ruary / September 1980 : replies were awaited (March 1981). 

10 . 03. E xcess payment 

(a) As per the terms and conditions of the purch ase orders 
issued by the Store Procurement Circle (October 197 1- March 1973) 
on a fi rm of Kan pur For su pply of tran sformers by March 1974. 
90 per cent advance had to be paid with the orders and the balance 
JO per cent paymen ts were to be released by 70 consignee divisions 
after acceptance o f the material su pplied. 

Jn respect o f materials sup plied to the Electricity Distribution 
Division . Kan pu r (~n b ills) between fay 1972 :m d December 1973, 
10 per cen t paymen t"s. amoun ting 1to R s. l . 04 lakhs were made by 
the Chief Accounts Officer directly (December 1975) without get­
t ing- the h ill s verifi r rl bv the con signee. On receipt of the debit 
advice (January 1976) from the Chief Accounts Officer , the divi­
sion found that onl r a sum of Rs.O. 50 lakh was payable against these 
% b il ls and acceptecl the deb it advice (September 1979) to the fu ll 
exten t . 

On b eing poirHed m1 t in and it . the di vision adjusted the excess 
payment (Rs.O.!'>·l lak h) in Fehruary 1981 out· of the pending bill s .~ 

The matter ' PS reported to the Board /Government in March / 
September 1980 ; replies were awaited (March 1981). 

(b) O rders placed (September 1978) by the Stores P rocure­
men t Circle TI. Lncknow on ?, firms for supply o f conductors pro­
vided for Yaria tion in ra tes dependin~ u pon the base price of raw 
mater ials (alu minium and steel wire) prevail ing 1 month prior to 
the dat·e on ·wh ich the su ppliers offered the condu ctors for inspec­
tion . T he base price o f alu minium was red uced From Rs. 1 ?i .705.25 
to R s.12,87 5 . 14 per t·onne by the Govern ment of T ncl ia with effect 
Erom 18th October 1978. Payment for supply of 306 . 947 kms of 
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conductor offered for inspection by the firms on 20th November 
1978 was, hm.vever, made without reducing the rate on the basis of 
the reduced base price of aluminium. This resulted in an excess 
payment of Rs.O . 26 Iakh to the firms. On being pointed out 
(April 1979) by Audit a sum of Rs.O .19 lakh was claimed from 
Lwo firms in September/ October 1981 ; recovery was awaited. 
Amount due from one firm was not claimed (October 1981) . 

The matter was reported to the Board/ Government in J anu­
ary / September 1980 ; r~p!ies were awaited (March 1981). 

l 0 . 04. . Loss of money 

Three cheques amounting to Rs.O .46 lakh were endorsed 
(Septem her 1979) by the Sub-divisional Officer, Kunda in favour 
of his Sub-divisional clerk who encashed these cheques on 5th Sep­
tember 1979 at Pratapgarh and disbursed Rs.O. 08 lakh to the Sub­
divisional staff at Pratapgarh. The balance amount of Rs.O . 38 lakh 
was stated to have beien lost while the Sub-divisional clerk and his 
guard were in transit between Kunda and Pratapgarh for which a 
report was lodged with the Police on 5th September 1979. It was 
noticed that the cheques were wrongly endorsed in favour oE the 
Sub-divisional clerk, who was not aU1thorised to handle the cash. 
The claim lodged with the insurance compan y (September 1979) 
was pending with the company. 

The matter was reported to the Board/ Government in May/ 
September 1980 ; replies were awaited (March 1981) . 

10 . 05. Excess fJaymenl of sales tax 

Under the Uttar Pradesh Sales Tax Act, 1948 (as amended 
with effecL from 26th May 1975) the Board was eligible for a con­
cessional rate of sales tax (3 per cent up_ to 30th January 1975 and 
4 per cent thereafter) on goods purchased for its own use. To 

~ obtain the concession the Board had to furnish a declaration in the 
prescribed form. 

The Electricity Transmission Design Circle, Lucknow had 
made purchases ;:iggregating R s.68. 58 lakhs from a firm oE Allahabad 
(August 1978- February 1979) without furnishing the prescribed 

declaration resulting in an avoidable payment of Rs.2. 06 lakh by 
way of sales tax. 

The matter was reported to the Board/ Government in March/ 
September 1980 ; replies w~e awaited (March 1981). 
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10 . 06. Non-utilisation of micro hydel setf 

It was notice<l that 8 m icro hydel sets purchased in 1963 at a 
cost of Rs.I. 18 laklis (for use in micro hydel stations in Chamoli 
District) had neither been utilised nor disposed of (March 1981). 
The Board had stated (September 1972) that the sets could not be 
utilised because hydel stations of higher capacity had been cons-
tructed in view of the expected load. -... . 

The matter was repor ted to the Board in December 1979 and to 
Government in September 1980 ; replies were awaited (March 1981). 

.. 

.. 



' SECTION XI 

UTTAR PRADESH FINANCIAL CORPORATION 

11. 01. Introduction 

The Corpora1tion ·was established at Kanpur on 1st November 
1954 under Section 3 ( 1) of the State Financial Corporations Act, 
1951. 

11 . 02. Functions 

The Corporation is primarily intended to provide term loan 
assistance to small and medium scale industrial concerns in the State 
for the acquisition of block assets such as land, factory building and 
machinery to set up new units and/or renovation. expansion, 
modernisation, etc. of existing units. Loans are not granted for 
working capital and repayment of prior debts. 

_;... . The Corporation is authorised to grant term loans to 1the extent 
of Rs. 30 lakhs each to private and public limited companies and 
registered co-operative societies and up to of R s.15 lakhs each in 
other cases. 

The Corporation is also empowered to perform other fu nctions 
like giving guarantees against loans raised by industrial concerns in 
the open market or from scheduled banks dtc. for purchase of capi­
tal goods; subscribing to the stocks, shares, bonds and deben tures 
of individual concerns ; underwriting the issue of shares, bonds and 
debentures of jndustrial concerns; acting as an agent of the 
Central Government or the State Government or other financial 
institutions in respect or loans and advances granted by l hem. 

~ The Corporation is at present engaged in the following main 
activities : 

- sanction and disbursement of term loans ; 
- assistance to technical entrepreneurs by way of reduced 

margins, technical guidance in formulation of projects ; 

- acting as the agent of the State /Central Governments for 
the administration and disbursement of loans / subsidy for 
various schemes like self employment of educated unem­
ployed, provision of margin money loans for industrial 
complexes and educated unemployed. capital subsidies. 
and of interest subsidy to small scale nnits : and 

143 



r 

144 

- sctting u p of 4 industr ial complexes at Dehradun , Roorkee, 
Jhansi and Atarra (Banda) and provic:Ling package 

assistance Lo enLrepreneurs selected for running uniLs at 
these complexes. 

11 . 03. M anagement 

The overall management of the Corporation is vested in a 
Board of Directors consisting of 12 directors including the (part- ....._ 
time) Chairman and the Managing Director. Four of the directors 
are nomina ted by the State Government; one by the Reserve Bank 
of India (R BI) and two by the Industr ial Development Bank of 
India (IDBI) ; fo ur are elected by shareholders to represent sche­
duled banks, co-operative banks, insurance companies and other 
shareholders. The Managing Director is appointed by the State 
Governmen t in consultation with IDBI. T he Commissioner-Sec­
retary, Industries Departmen t of the State Government is the present 
Chairman of the Board . The Managing Director looks after the 
day-to-day management of the Corporation and is assisted by the 
General Man ager , Secretary and Chief Accounts O fficer . In the 
discharge of its functions the Board is guided by such directions on .J... 
questions of policy as may be issued to it by the State Government · 
in consultation with the IDBI as required under Section 39 (1) of 
the State Financial Corporations Act, 1951. • 

T o speed up the work of sanction and disbursement of loans 
the Corpora tion has established 13 Regional Offices and 2 Branch 
Offices under Regional / Branch Managers. 
11 . 04. Capital structure 

(a) T he authorised capital of the Corpora tion as on 31st Mar ch 
l 980 was Rs. 10 crores consisting of 10 lakh shares of Rs. l 00 each. 
The break-up of the paid-up capital which increased from Rs.6.45 
crore6 as on 31st March 1979 to Rs.7 .45 crores was as fol1ows: 

Particula rs N umber of Amount ·Percentage~ 
sha res (Rupees of shares 

in lakhs) 

State G overnment 407860 407.86 54. 75 

nd ustrial Devclo!1ment Ba nk of [nd ia 307500 307.50 4 1.27 
({D BI) 

s ched uled/Co-operative Bank~, U C a nd 
o ther financ ial insti tuti o ns 

27096 27. J') 3.64 

O thers 2544 2.54 0.34 
- --- - - -- - - ---

To tal 745000 745.00 100.00 
--- - -- - - --

... 
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(b) In terms of Section 6 (1) of the Act, the Statei Government 
has guaranteed the repayment of the principal and payment of 
minimum annual dividend at 3.5 per cent except in respect of the 
special class shares issued under Section 4A of the Act. No dividend 
had been paid on the special class shares so far (March 1981) ·. 

(c) During 197!>-76, the Corporation raised special share capi-
~ tal of Rs.35 lakhs. funder Section 4A of the Act) , contributed 

equally by the State Government and IDBI. The obiect of raising 
this capital is to provide assistance, on soft terms, to technicians I 
entrepreneurs/craftsmen for new proiects to be set up in the small 
scale sector. The maximum amount of Joan that conld be ~-rante'd. 
was limited to 20 /Jer cen t of the proiect cost or R s.2 . 00 lakhs 
whichever was less. The scheme had not made anv h e;:i dway as 
approval of the State Government to the g-uidelines of IDBI in this 
respect (submitted in Mav 1976) . was received onlv in December 
1980. The Manaqement stated (Tanuary 1981) th (l t the scheme was 
n ow expected to be implemented early. 

11 . 05. Borrozuings 

The Corooration also raised funds bv the issne of bonds and 
other borrowings . The borrowine:s ou•tstancling as on ~ 1 st March 
1980 <1 rnountecl to "R..s.5.G90. fi6 lakhs as under 

Particulars Amount 
(Rupees in lakh s) 

(a) Bonds a t 6-6.75 per cent r eoayable between 1981 and 2,722.38 
1990 guaranteed bv th e State Government under Sec-
tion 7(1) of the Act 

(h) Fro m the ~>tate Government und er Sect io n 7(3) of 22.09 
the Act 

fr) Fro rn TORT (Refina nce scheme) u nder Section 7(4) o f 2,946.1 C) 

the Act 

T otal 5,690 .66 

11 . OG. Finnn f'in1 fm~ition nnd worl~ing res111ts 

, (r1) Finnncial position 

The table below summarises the fin an cial position of the Cor· 
porat"ion. under broad h eadings. for 1the 3 years u p to 1979-80 : 

Caoital and /iahilitie~ 
P aid-up capital 

Re serves and su rplus 

1977-78 1978-79 I 979-80 
(R upees in Jakhs) 

495.01 645.00 

306.72 385.84 

745.00 

465. 13 
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Borrowings 

1977-78 t 978-1979 1979-80 
(Rupees in lakhs) 

Bo nds and debentures 1,974.88 2,337.38 2,722.38 

Others (including subventions and fund s un- 1,509.30 2, 123.72 3,252.00 
der specific schemes) 

Other lia bilities a nd provisions 195.13 208.62 261.98 

Total 4.481.03 5,700.56 7,446.49 

Assets 
Cash and ba nk balances 

Investment 

Loans a nd adva nces 

Debentures, shares etc. acquired under 
u nderwriting agreement 

Net fixed assets 

Dividend deficit account 

Other assets 

Total 

Capital employed 

216.75 352. 15 495.45 

29.81 30.10 32.57 

3, 974.16 5,036.19 6,591.50 

0. 47 

22.60 

13.50 

223.74 

27.53 

13.50 

241.09 

29.42 

13.50 

284.05 

4,48 1.03 5,700.56 7,446.49 

3,8 15.59 f 4,844.71 6,086.25 

Net worth 788 .22 1,017.34 1, 196.63 
Notes : Capit al employed represents the mea n of the opening and closi ng 

balances of paid up capital, bonds, free reserves and borrowings. 
Net worth represents paid-up ca p ital vlus reserves less miscellaneous 

ex1ie nses an d losses 

( b) Working results 
T he working- resu lts of the Corporation for th~ three years up ~ 

to 1979-RO are indica ted below 
Particula rs 

Income 

Expend iture (including provision for gratui ty 
and bad debts) 

Pro fi t (before tax and provisions for reserve) 

1977-78 1978-79 1979-8 
(Ru pees in lakhs) 

394.40* 485.27 572. 15£ 

288.9 1 357.65 439.34 

I 05.49 127.62 132.81 
·----------------

*fncludes Rs. 5.71 lakhs being the provision fo r gra tuity written back. 
£[ncludes Rs. 2.40 lak hs, being lhe provisio n for interest o n Provident Fu nd , 
etc. written back. 
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Particulars 

Provision for tax 

Provision fo r reserve 

Profi t available fo r d ividend 

,.., Dividend liabil ity (under minimum guarantee) 

Capital employed 

Total return on capita l employed (profit plus 
interest on loans) 

Rate o f return on ca pita l employed 

1 977~78 1978~79 1979~80 
(Rupees in lakh1) 

37.43 47.08 51.57* 

55.25 62.89 59.37 

12.81 17.65 21.87 

12.78 17.63 21.93 

3815.59 4844.71 6086.25 

298.03 369.39 1-39.63 

7 .8 
(Per cent) 

7.6 7.2 

The percentage of return on capital employed decreased from 
7.8 in 1977-78 to 7.2 in 1979-80. 

The position regarding the resources available and the patterrn 
of u tilisation of funds for the 3 years up to 1979-80 is indiicated 
b :IA' elow : I!'..! 

S ources 

Paid-up capital (Add itiona l raising) 

R eserves 

Borrowings (gross) fro m 

Reserve Bank o f Tndia (against securities pled­
ged) 

Reserve Ba nk of lnd i1 (ad hoc bonds) 

l DBT 

Tssue of bonds a nd deben tures 

~hie/redemption or G overnment securit ies 

Repayment o f loan<; ant.I advance<; (principal) 
by loanees 

Others ( including ca h and bank ba la nces) 

T o ta l 

1977-78 1978-79 1979-80 
( Rupees in lakhs) 

120.00 

68.50 

150.00 

392.60 

495.00 

10.00 

176.73 

170.80 

1583.6~ 

150.00 

79.09 

17 1.00 

100.00 

79.36 

'25.00 

825.28 1,30 1.4 7 

412.50 385.00 

185.27 236.60 

330.0l 569. 72 

2153. 15 2697. 15 

---------- ------------------
*[ncludes Rs. 1.62 lakhs as payment of Income T ax . 
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Utilisation 

Loans and advances d isbursed 

Investment in Government secu rities (face 
value) 

Repayment of Joans to 

State Governinent 

RBI (ad hoc bonds) 

RBI (against Government securities pledged) 

IDBI 

Overdraft from bank discharged 

Redemption of bonds 

Cash and bank deposits 

Others (increase in assets) 

11 . 07. Loan operations 

11.07.01. Introduction 

Total 

1977-78 1978-79 1979-80 

(Rupees in lakhs) 

749.22 1088.60 

10.00 

11.09 

150.00 

193.63 

50.00 

216.75 

202.94 

1583.63 

7.84 

171.00 

23 1.26 

67.17 

50.00 

352.15 

185. 13 

2153.15 

1668.1 8 

2.50 

8.10 

25.00 

301.82 

27.53 

495.45 

168.57 
---
2697.15 
- ---

The main function of the Corporation is to grant loans to 
industrial concerns. Loan applications on prescribed forms 
received from the parties are processed in technical and legal sec-

_;,.__ 

.. 

tions of the Corporation's regional offices. Loans up to Rs.2 lakhs --< 
are sanctioned by the Regional Committees. Loans over Rs.2 lakhs 
are sanctioned at headquarters ; loans for Rs.2 lakhs to Rs.5 lakhs 
are sanctioned by an Interal Committee ; loans for Rs.5 lakhs to 
Rs. l 0 lakhs are sanctioned by the Executive Committee set-up 
under Section 18 of the Act and loans exceeding Rs.10 lakhs are 
sanctioned by the. Board. The loans are disbursed after inspection 
oE the premises of applicants by the officers of the Corporation and 
verification of the security available at site and after ensuring (on 
the basis of Chartered Accountants' certificate) that the reqnired 
margin amounts are available 1Nith the borrowers. 
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11.07.02. Sanctions and disbursements 

T he ta ble below indicates the loan applications received, loans 
sa 11 cL1011e<l amounts d isbursed, e tc. during the 3 years u p to 
1979-80: 

1977-78 1978-79 1979-80 C ummulativc 
(since inccp-

ti on) 
Num- Amounl Nurn- Amuunl um-A mount Nurn- Amount 

ber (Rupee ; ber (Rupees ber (Rupees bcr (R upecs 
(in lakhs) in lakhs) in lakhs) in lakhs) 

A pplications 
pending at the 
beginning of the 

108 426.33 18 1 721.36 163 730.21 

year 

Applications 978 3387.76 1210 4350. 37 4268 6239.00 12635 334 17.47 
received 

To tal 1086 38 14.09 139 1 5071.73 443 1 6969 .2 J 12635 334 17.47 

A pplieations re- '.499 880.09 500 1609.30 1349 2349 .97 4765 12437.66 
j ccted/with-
drawn/cancelled, 
etc. 

Applications 606 201 7.0 ·~ 728 2848.77 2745 3320.02 7568 l 6856.03 
sanctioned 

Applications 181 72 1.36 163 
pending a t the 

730.21 337 ~ 947.19 337 947.19 

end of the year 

Applications 
cancelled/reduced 

235 508.91 285 773.72 356 J 538.28 2169 5 I 88 .85 

after sanction 
Effect ive commit- 4469.55 5431.31 6124.52 11667.1 8 

men ts 
Loans d isbursed 324 749.22 427 1088 .60 774 1668. 18 3059 7210.83 

Perceotage of loans 16.8 20.0 27.2 61.8 
disbursed 
to effective 
commitments 

Note- The difference between the figures unde r ft he amuont co lum11 (3) 
and ~he aggregate of the a monnts a ga inst (4), (5) and (6 J represents the dif­
fernce between tht. amounts of loan a pplied fo r a nd th ose actually sanctioned. 

D iscrepancy o f 35 applications in respect of cumu lative fig ures is yet LO 
be reconciled by Management. 
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The gap between the effective sanctions and actual disburse­
ments was largely due Lo inadequate follow-up. The Management 
:;LaLed (June 1980) that dclays in the completion oE legal formali- • 
ties and in the execution of projects, requests for diversions/ changes 
in the schemes and the apathy of many applicants were the main 
hurdles in oosuring timely disbursements of loans. 

The Corporation stated further (September 1980) that the ....._ 
position would have been better but for certain factors beyond the 
control of ~he Corporation such as power shortage, non-availability 

of building and essential raw materials coupled with escalations of 
cost, uncertain market c;onditions, etc. 

11 . 07 . 03. Size of loans 

Magnitude of loans sanctioned (effective) under the Corpora­
tion loan scheme at the end of 3 years up to 1979-80 was as under : 

Amo unt 1977-78 1978-79 1979-80 
(Rupees in lakhs) Number Amount Nu mber Amount Nu mber Amount 

(Ru pees in (Ru pees in (Ru pees in 
lakhs) lakhs) Jakhs) 

Uplo 0.50 373 110.84 431 124.72 2568 563.38 
_.... 

0.50 to 1.00 274 202.9 1 343 243 .35 446 352.1 2 .., 
1.00 to 2.00 727 1081.45 862 1267.11 999 1626.83 

2.00 to 5.00 830 2721 .80 915 2998.99 813 2965.07 

5.00 to 10.00 229 1770.09 267 201 5.68 328 2226.56 

10.00 to 20.00 109 1661.89 155 2273 .29 193 2579.35 

20.00 to 30.00 25 624.40 37 962.29 52 1353.86 
----

T ota l 2567 8173.38 3010 9885.43 5399 11667.17 

---~ 

Loans of Rs. 5 lakhs or more constituted about 49. 6 to 53. 1 
per cent of the total loans sanctioned (effective) during the 3 years 
up to 1979-80. 

11. 07. 04. Interest on loans 

The rates of interest per annlJ,m on loans advanced by the 
Corporation ranged from 12-16 per cent per annum in the case of 
backward districts, 13. 5-17 per cent per annum in the cas(!j of other 
districts, with a rebate of 2 . 5 per cent for timely payments . When 
the loans are coveired by refinance, 0. 5-1. 0 per cent reduction in 
interest for certain categories of loans is allowed. 

\. 
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Prior to lst'January 1979, a penal inte;reSit at 1 pei." c~nt pei,·: 
annum was ch:uged for delayed repayments of lo.an instalments. 

" According to the Corpora tion the levy of penal interest did not 
prove an effective deterrent to delays in repayments besides contri­
buting to an increase in the accrued incom~ of the Corporation­
with increased Lax liability. The levy of the penal intenest was dis- : 

,..pensed ·with from l st Janu ary 1979. 

I l . 07 . 05. Reco·oery of loans 

Loans are generally granted for l 0 years with a moratorium \.:t 

2 years. Interest is payable half-yearly. (June/December) . Under 
the provisions of the Joan agreement all d ues in connection with 
the loans advanced by the Corporation can, at the option of 
the Corporation, be rca1isc<l as arrears of land revenue. 

The Corporation had not laid down any procedures or issued 
any instructions/ gu1delines for a systematic follow-up oE cases of 
default, the repayment of the principal or the payment of interest. 
T he general practice foll01vcd by the Regional Offices was, h01veiver, 

A... as follows : 
- advance notice.s for half-yearly 

fortnight before the due date ; 
instalments were issued a 

- these are followed b y reminders (where necessary) within 3 
months; 

thereafter, personal comacts were made through inspection ; 

thereafter, preliminary recall notices were issued ; 

;, - after 3 successive defaults of dues these cases weref reported 
by the R egional offices to the head office which then issued · 
a recall notice in r espect of- entire amount (loan and interest) 
outstand ing ; · · 

.,,..-- this ·was followed 3 months later by a recovery certificate 
(l>y the Managing Director) under the U . P. Public Money 
(Recovery of Dues) Act, 1972. 

It was noted Lhat no centralised control records wQre being 
maintained for a periodical review and effective follow-up for the 
r ecovery of overdu es. 

The Corporation / Government sta,ted (January/ March 1981) 
that while. the failure of the Corporation in some cases to undertake 
·timely inspections of the. u i1its and prompt action in the issu e of 
reminders, r ecall ·notices and recovery certificates had aggrava:ted 
the position of ovcrducs and increased the incidence of bad and 
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doubtful debts, in most cases the .d.efautts were due to rntmy other 
factors, viz. shortage of raw material, non-availability of continuous 
power supply, paucity of funds, etc. 

While the bonowers were required (as per the mortgage deeds) 

I 

to furnish copies of their audited annual accounts to the -Corpora­
tion it was noticed that in most cases these were not being furnished 
thus depr1iving the Corporation of a vital and reliable source of...-. 
information reg-ar<ling the financial posi:tion of the assistadi units. 
It was noticed further that there '\>Vas no procedure or machinery 
with thet Corporation for a critical appraisal of the accounts received. 

The Management stated (September 1980) that orders had 
been issued (May 1980) to all the field officers ito obtajn the audited 
annual accounts of the assiste~ units and to ensure an annual ins-
pection of the units. · __ .i 

11.07.06. Post disbursement supervision 
(i). The post disbursement inspection and follow-up in case 

of disbursed loans was a neglected area of operation of the Corpo­
ration. While all assisted units were required to be inspected at 
least once a year, it was noticed that no particular department or 
official was specifically assigned this responsibility nor did the Cor­
poration have any information about the number of follow-up ins­
pections conducted from year to year. 

The Corporation/Government stated (January/ March 1981) 
that while the Corpora~ion tried to have each unit inspected at least 
once a year, detailed inspection reports might not have been sub­
mitted because of limited time and staff c:rt the regional offices. 

11.08. The s,alient features of a few cases no~iced during test 
audit (August - October 1980) are given below : 

11.08.01. A firm of Lucknow owned by a mechanical engineer 
was sanctioned loans for setting up an oxalic acid plant amounting 
to R s. 13. 63 lakhs as rmder: 

Year of sanction 

1970-71 

1971-72 
1975-76 
1978-79 

Total 

Amount Amount 
sanctioned drawn 

(March 
1980) 

(Rupees in lakhs) 

5.40 5.40 

0.30 0.29 
2.00 1.98 
5.93 5.40 

13.63 13.07 

Purpose 

Land, building and plant 
and machinery 

Transformer 
Balancing equipment 
Additional plant due to change 
in the project 
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Two margin money loans of Rs.l.18 lakhs were also sanctioned 
against which Rs. I .15 lakhs were disbursed up to March 1980. 

4 The firm commenced production in 1976-77 but did not make 
any payment (except for Rs.0.1 9 lakh adjusted from the second loan 
of Rs.0.30 lakh) and a sum of Rs.20.47 lakhs toivards principal 
(Rs. 14. 03 lakhs) and interest (Rs.fi .44 lakhs) was outstanding as 

,- on 31st December 1980. 

As the unit suffered losses and was unable to repay th~ instal­
ments of loans and interest, the repayment of loans was rescheduled 
deferring the repayments of Rs.7.70 lakhs ~y 4 - 8 years. 

The Industrial Adviser to the State Government to whom the 
proposal was referred before granting the first loan had poin ted t.>Ut 
(September 1970) that th~ proprietor of the firm was neither a 

chemical engineer nor had he any experience of any oxalic acid 
plant and that the scheme would be technically sound provided 
arrangements were made for recovering nitric acid in th~ process. 
The Corporation, ho'ivever. disbursed the loans without veirifying 
the arrangements, if any, for the r ecovery of ni.trict acid and the 

~ Industr ial Adviser was not consulted on the proposals for ba1ancing 
and additional plant for which 2 loans aggtiegating R s.7. 93 lakhs 

" were subsequently sanctioned. 

The unit su ffered losses of R s.30.96 Iakhs in the first 4 years of 
its operation up to 31st December 1980. The value of the security 
as on 31st March 1980 amounted to Rs. 12 .82 lakhs as agalinst the 
dues of R s.20.47 lakhs (December 1980') . According to a technical 
assessment by the Corporation . the paying capacity of the firm did 
noL correspond with the\ r epayment programme as r escheduled. 

11.08.02. A partnership firm of N ew Delhi applied for a loan 
of R s.2 lakhs after securing a contract (Ootober 1969) from the 
U . P . State Electricity Board for the supply of prestressed cement 
~oncrcte (PCC) poles. The Corporation sanctioned (Novemb'er 

1960) the loan for an increased amount of Rs.3. 50 lakhs (without 
any fresh applica Lion for enhanced loan) for a better 'debt-equity 
ratio and a su m of R s.3.33 lakhs ·was released during D'ecember 
1969- September 1970. The loan w.as to be repaid in 8 annual 
instalments from December 1971. The firm failed to pay the loan 
instalment from the very beginning ~ncl attributed the default to 
clelay in commencing production and losses incurred in the supply 
of PCC poles to the U(ttar Pradesh State El ectricity Board . An 
inspection of the uni t (July 1972) revealed that the factory was 
lying closed since Jani1ary 1972. Routine d emand notic~ were 
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·. ·isstietd up to November 1972. · In October ·1973 th~ Executive 
Coti1mittee decided to recover the dues by auctioning the mortgaged 

, a~sets of the firm. The auction, scheduled . for J'anuary 1974 was, ~ 
.: _however, cancelled as thd firm promised to pay Rs.0.50 lakh imme-
.. d.i.atel y and the bala11ce in monthly instalments of Rs.O. 08 lakh 
. e_~ch. The firm. however, failecl to fulfil its promise. · The recovery 
· · certificate for R s.5.50 lakhs (including Rs.2.17 lakhs being t!~ 

interest and expenses up to J anuary 1076) was issn ecl in March 1976. 
· At the instance of the Stale Government, however , the recovery 

proceedings were stayed (October J 977) for 6 months and the firm 
,,·as asked to submi't a scheme for tlie revival of the unit. Instead , 
.the firm submitted a proposal for an additional loan of Rs.1.50 lakhs 
for setting up a unit for manufacture of nuts and bolts. This 
proposal was not acceipted by the CorporaJt ion and recovery certifi ­
cate for R s.7.68 lakhs (including interest and exf)enses up to May 
1978. : Rs.4,3.r:J lakhs) was issued in June 1978. Again. at the ins­
tance of lhe State Government. the Corporation stayed the recovery 
proceedings (October l 078) and the mat~er was still under corres­
pondence w ith the Stale Government (March 1981) . 

1] . 08. 03. A publ ic limited comp;rnv wac; sanctioned loan~ 
of R s. 12 lakhs (April 1968) and Rs.0. 7_5 lak.h (April 1969) for 
setting np a unit to manufacture drillinz ecp1 iprnrnt at Gha7iabad.n 
Some of the terms and conditions on which the fi rs t loan was sanc­
tioned ·were partially modified (a t the cornp~ ny's reJriuesl) by the 
T\fana!!in~ Director (May 1969) in respect o f alloca tions to he ut.i-, 
lised for building- and plant and machinery. r epayment schedule. 
mode of disbursement. etc. The last two instalments oF Rs .0.19 
lakh (Rs.0 . 10 lakh in November 1971 and R5.0 .09 lakh in March 
1972) of the second loan were disbursed arter J m,·erin~ the margin 
and without obtain ing a cert ifi cate from the cl1artered accountants 
in support of capital h:w ing- been r aisf'd and n:rirving vouchers in 
s11pport of advance payments claimed to haYe been made to ~ 
suppliers. 

The loari (Rs. 12. 00 lakhs) was repa 1a blc in CJ annual instal­
m ents commencing; from June 197'.? but ·no p :wrnenls were made bv, 
the company. The amount dne on 31st· M arch 197!1 was Rs .18 . 86 
lakhs (inc1~1clin~ interest : R s.fi. 11 bkl1s1 ancl t·he Corporation 
issued a notice (April 107 .~) for recall of the loan. 

The Corporation hacl not made any efforts Lo obta,in the 
balance sheeets. prog-re~s rcpnrt 'i . f'tc . from l h e companv a~1d no 

· 'Feport was received from the Corporation"s nomin·ee on tl)e Board 
;ibout any deterioration in the financial position of the company. 
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In May J 975, serious ·a llegatiOns came to · light ~ga inst the com­
pany's Managing Director and the compai1y 's bankers also infor­
med the Corporation telegra phicall y (May 1975) about ti1e freez­
ing of the s;inc:tioncd cred it facility due to gross mismanagement 
of the companys' affairs ancl funds. The fin~lin.gs of tl1e insp~c;ti_on 
conducted by the Corpora Lion (Tune 1975) to assess the situation 

,,...~ were based on an in comple te verification of 1rn_lchine ry. The com­
pany l1ad g-one in to liq uida tio n and the official liq uidator .bad taken 
possession of Lhc assets of the company (April 1977) . The a1nount 
due as on 31st March 1980 was R s.18. 96 Jakhs (including- interest: 
R s.6. 11 lakhs uµ to ~ l st March 1975. o ther ch;u ges: R s.O. l 0 lakh) 
and no reco,-e ries h ad so far been effected (October 1980) . · 

11 . 08 . 04. The Corpo ra tio n sanction ed a loan to a private 
limited companv o f N e"- D elh i of R s.8 .40 lak hs, (November 1970)' 
subsequently rai~ed i-o R s.9. 55 lakhs (Septemb er 1971) for . the 
setting up of a brewery plant at Ghaziab ad w ithout ascertaining­
whether the company had been gr an ted a hrewc ry l icence bv the 
Govern ment of In rl ia (I nd h ad b een registered w ith the State Direc­
tor(lte of Indnstries . . T he first .instalment oE the Joan (R s.O . 62 
fakh) w ;is released i n N ovember 1971 subject. 10 the condition that 
further cli<;bu rseme :Hs would h e m ade after the l icen ce for setting 
u p the b re·werr p lan t was prod n ced and san cti on for power was 
obta ined from the State G overnmen t . T he Corporation . however , 
r eleased suh~cq uen t loan instalmen ts aggTegatin g R s.8 . 70 lakhs 
(January 1972 to ~fay 1073) without any Yeri fica tion o f the licence 
and sanction for power load. 

The loan was r epayable in 8 ann ual ios-ta lments commencin g­
from November 197 3 b n t the unit d id not iro in to production and 
clefaul ted in r epayment of instalment·s of tbe loan and payment _of 
interest. The Corpnra tion issued a r ecovery certifi cate to the 

,....- Collector (April J 978) for d u es amou nting to R s.16. 87 lakh s 
(including intere~ t up to Dece mber 1977 : R s.7. 39 lakh s and 

expenses : R s.O. ·15 lakb). The u nit " -as put to au ction 6 rt.i1ues 
(Aug ust 1978-Jan uary 1979) bu t due to inadeq ua te bids (in th e 

absence oE a b rewery licence.) the asse ts could not b e sold and the 
recovery cer t ifica.Lc was r eturned by Lhe Collector (Jan n ary 1979) . 
No further action h:.id been take n (January ]98 ]) to recover the 
dues (Rs.lo . 87 lakhs including interest R s.7. 39 lakh s up to Decem-

ber 1977). 

11 . 08. 05. A sole proprietary firm oE Kanpur ' ".a? sancqoned 
a loan of Rs.3 . 45 lakhs for the setting t1p oF a biforcated rivets 'tin it 
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at Kanpur. The Corporation released R s.3. 35 lakhs (October 
1971-April 1972) and the repayment ·was to be made in 7 annual 
instalments commencing· from October 1972. The firm did not 
make any payment. The recovery proceedings. held over by the 
Corporation in January 1974 (at the request of t·he party) ·, were 
:esumed in October 1978 for an amount of Rs.7. 45 lakhs (including 
mterest up to September l 978 ; Rs.4. 06 lakhs and expenses : 
Rs.0. 04 lakh). The Corporation had been able to recover Rs.O . 30 
lakh only up to September 1980. 

While sanctioning the loan. the Corporation did not enquire 
into the financial resources of the proprietor and /or obtain the 
history of the concerns in ·which he was a partner. The post-dis­
bursement inspection by the technical officers of the Corporation 
(July 19i2) revealed that the machinery installed (out of loan 
amount of Rs.2. 66 lakhs) in the unit was not new and the g-enuine-
ness of the invoices of machinery suppliers of Bombay and Amritsar 
was also doubtful. No action was, however, taken on this report. 

The proprietor l1nd his father were partners in another firm 
'A' (eng·ag-ed in similar line of activity) located in an ad jacent 
plot and the entire machin~rv installed in the unit had · been 
shifted from the premises of that firm in violation of the condi­
tions of mortg·ag-e deed. Firm 'A' was also assisted by the Cor­
poration in 1964-65 and had defaulted to the extent of Rs.1 . 54 
lakhs (includin g- interest up to February ] 976 : Rs.O. 61 Jakh)". 
Recovery proceedings against frrm 'A' were initia ted in March 
1976 but the malter was not pursued by the Corporation with the 
Collector. 

11 . 08. 06. A Lucknow firm was sanctioned a loan of Rs .10 
Jakhs (Februarv ] 971) for the setting; up of a ne·w unit for the 
manufacture of mild steel ing-ots / billets and the amount released 
durinir April-NoYemher 1971 was repavab]e in 9 annual instal­
ments from April 1973. The loan was disbursed on the basis 
of a chartered accountant's certificate that the borrower hacl invested 
Rs.9. 35 lakhs. The value of security offered by the firm ·was 
assessed by the technical officer of the Corporation at Rs.17. 98 lakhs 
(including old machinery : Rs.1 3. 11 lakhs) ·without obtaining 
any deta ils or verif ving whether the machinery was in working 
condition. Post-dishnrsement inspection (December 1971) dis­
closed. however. that investment of the borrower 1vas only Rs.O. 64 
lakh as aga inst Rs.9 . 35 lakhs indicated in the chartered accountant's 
certificate. Papers connected with purchase / procurement of pl~nt 
and machinery were not shown to the officers of the Corporation 

.. 
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as t~e loanee's internal auditor was out on every occasion the unit 
~vas mspected by them. The firm defaulted after repaying the first 
instalment (Rs.0 .80 lakh) in April 1973 and the amount due on 
~ 1 st March 1980 was Rs.9 .13 lakhs (principal: Rs.8.05 lakhs, 
rnterest : Rs'.l. 08 la~hs) . No action had, however, been ,taken by 
the Corporauon tor its recovery so far (March 1981) . 

The Corporation had a security of Rs.O. 64 lakh only against 
1Ju:. outstanding amount of Rs.9. 13 lakhs. 

11 . 08 . 07. A company of New Delhi was sanctioned a loan of 
Rs.20 lakhs (Novem~er 1971 ) for the manufacture of dry battery 
cells at Ghaziaba<l. rhe break-up of the loan, asked for by the 
firm ,,·as as follows : 

-factory building : Rs.10 lakhs ; 

- imported machines : Rs .5 lakhs; 

- indigenous machines : Rs.3 . 25 lakhs; and 

- lease premium payable to Uttar Pradesh State Industrial 
Development Cor'.J<.>raL1011 L11111Lc:d \ UPS1DC) for the 
land : Rs. I . 75 Ia;-;~. 

During test check in audit (October 1980) it was noticed that 
after a pre-disbursement inspection in July 1973 the amount which 
could be disbursed was worked out at Rs.6. 32 lakhs by reducing 
the borrower's margin from the bsual 50 per cent to 34 per cent. 
Hmvever, after a telephonic conversation with the borrower the 
amount to be disbursed was raised to Rs.17. ~5 lakhs (by accepting 
the version of the party that addit,ional assets for Rs. 16 . 35 lakhs 
had been created) and -a sum of Rs.16 lakhs was released in July 
1973. The State Bank of India had intimated (July 1973) the 
Corporation that the company's mw materials, etc. were pledged 

·with the Bank and as such the clause in the mortgage deed regard­
ing the charge on the company's stocks did not hold good. In spite 
of this, the lease premium of Rs.I . 75 lakhs was paid to UPSIDC 
in March 1974 and further instalments of Rs.2 lakhs were disbursed 
in May 197 4 without obtaining an additional security in lieu. 

The Factory went into commercial production from January 
197 4 and was closed down in December 197 5. 

The loan was repayable in 8 annual instalments (Rs.2 . 50 
lakhs) from July 1975. The company, however, made no payments 
and a recovery certificate was issued only in January 1979 for 
Rs.36. 87 lakhs (including interest : Rs.15. 52 lakhs and other 
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expenses Rs. I . 60 lakhs) which was s.ubseq Lien tly stayed (AugLtst . 
1979) for 6 months as . a revival programme was under considera­
tion of other financial institutions. Recovery proceedings had 
not yet been resumed (January 1981). 

11.08.08. An industrial unit o( Kanpur (with its place of 
business at Magarwara, Unnao) was sanctioned a loan of Rs.1.27 
lakhs (January l 972) for the purchase of plant and machinery for 
the manufacture o( low density polythene tubes, bags and sheets. 
A sum of Rs. l. 22 lakhs \vas disbursed in March 1972 and the unit 
started production in June 1972. 

The. loan was repayable in 9 annual instalments from March 
1974, Lut the borrO"wer defaulted from the very begin ning. During 
an inspection visit in October l 9i4 the unit was found Lo l>e closed. 
In February 1975 the borrower shifted the plant and machinery to 
rented premises at Kanpur (wi thout the required permission of the 
Corpora tion)· The Corporation neither took serious notice oE this 
nor took any effective sLeps to get fresh mortgage documents exe­
cuted. After inspection of the u nit (April 1975) the Corporation's 
officers reported that (a) the machinery h ad not been installed at 
the new site, (h) the unit ·was facing d ifficulties in meeting i;vorking 
capital requirements and (c) the security available was insufficient 
to coYer the dues. No action ·was. however, taken on this report. 
Recovery proceedings were started in August 1975 through the 
<Sbllector, Unnao who returned the notice as neither the fac tory nor 
any assets ·were a\ia ilable at the site. The recovery certificate was 
thereafteir issu ed (October 1976) to the Collector, Kanpnr wh o also 
returned it with the remark rthat the borrower was not traceable 
and the existence oE the assets was not known. The amount reco­
verable as on 3 lst March l 980 aggregated R s.2. 35 Iakhs includ ing 
interest : Rs.1.1 3 lakhs. The Corporation stated (September 1980) 
that R s. 1 . 09 lakhs had been received .(August l 980) from the .. 
RBI under the credit guarantee scheme. 

11 .08.09. A Kanpur concern with a factory a t Magarwara. 
(Unnao) was sanctioned a loan of R s. l. 19 lakhs (February 1971) for 
the purchase of land (Rs.0.15 lakh) , construction of factory builcl­
i.ng (Rs.O. 5:4 lakh) and purchase of plant and machinery (Rs.0.50 
lakh) for mar;ufacturing· agricultural implements. The loan was 
disbursed in February 1972. A second loa~ of R s.0.22 lakh i;vas 
sanctioned (July 1973) and disbursed (November 1973) for meet­
ing~ the -cost over runs. The factory startedi. production in March 
1973 but worked -irregularly up to December 1974 and was closed 
dm:Vn ih 'January 1975. Howe·r, in February 1975 another loan 
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of R s.0.83 lakh was sanctioned. for the purchase of a generator and 
a sum of Rs.0.77 lakh was' disbursed in May 1975. The factory 
did not, however, restart production. Th~ bon-ower did not 
make any payments. Recovery proceedings we re commenc­
ed in Januar y 1977 and a recovery ce rtiflc;:i te for Rs.3. 16 
lakhs (includin g- interest : Rs.O. 97 lakh and expenses : Rs.O . 01 

,,,. _ Jakh) was issu ed in March 1978 which could ndt, however, be 
enforced as the business had been closed down since July 1977. 
When the unit was inspected in the context of its revival in 
N ovember 1978 it 'vas no.ticed that the generatori had not been 
in~talled , the machines purchased against the loans were eithe'T 
missing ort lyin~ as junk. The amount due for recovery as on 
31st March 1980 was R s.3.16 lakhs (including interest : Rs.0.97 
Jakh up to M fl rch 1978) and no r ecovery has been effecte«i so far 
(M arch 1981). 

11 . 08 . 10. A company of N ew Delhi was sanctioned a loan of 
Rs.25.69 lakhs (March 1974) (including import of mad11in ery 
against IDA creclit of R s. 12.07 lakhs) for s~tt;in g up a precast fabri­
Gl ted supports plant· at Ghaziabad. A sum of Rs.24.!>8 lakhs was 
disbursed (Aug·ust 1975 to June 1977) and the hafan ce of the loan 
(R s. l.10 lakhs) was cancelle<l (.lanm1ry 1979). The loan was to 
be repa id in 8 annual instalments commencing from August 1977. 
The comp;:nw was awarded (November 1976) a contiract (Rs.25.94 
lakhs') by the Corporation for the construction of sheds and 3 ins­
talments of inten:st were recoverable from sums due to the company 
aQ'ainst this contract. No instalment of principal was. however. 
r ecovered although contract pavments amounting to Rs.3.40 lakhs 
were released after Aug-ust 1977. Re'Covery fl'roceedings were 
starte~ in M ;::ixch 1979 an<l auations were h ekl on 7 occasions rforins;?; 
Augus tJ 1979 - O ctob er J 980 hut no bid cl er tmnerl un at the 
au cl ions. The ri rn ount clue ;:is on 31 st M arch 19RO was R s.37 . 70 
rakhs (inclu<lin~ interest and expenses : Rs.13 . 12 lakhs)'. 

11 . 09 . N om ;nee Direcfors 
J n exer cisc of nrnq•rs confcrrcrl 11nclr r SPr f inn ?.7 (2) nf the 

State Financial C or pora tions Act. the Roarcl of Directors has autho­
rised thet Chairman (N ovember 1973) to appoint one <lirector 
(either an office r o f the Corporation or an outsicle experl1) on the 
hoards of the rnncerns availin g 1·h emsclves of loans of R s. 10 lakhs 
anci above. 

There wf rc· ~6 nominee directors on the boar<l s of assic;ted con­
cerns (Tulv 10R<n an<l in fonnaltiorn r egar<ling the nnmher of com­
panies to " ·hich nom inee ciircctors were yet r.o he appointeci was not . 
r eadily ava ilable (M arch J 981) . 
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There was no1 systematic procedure for reports from the 
nominee directous 0''tfl the w~rking of the concerns until (December 
19'78) when ;the Corporation issued guidelines for the nominee 
directors and required L11'em to furn ish reports on matters affecting 
the interests of the Corporation. These reports ·were required to 
be placed before the Iloard. 

A n;view by IDBI of the role of the nominee directors revealed ,,.... 
that nominees oE the Corporatio,n were not alltending an the Boar<l 
meetings o,f the assisted · concerns. -the i-:equired reports were not 
bei1~g submitted regularly and the points brough t out in the repor ts 
were not actively pursued by the Corporation . The Corporation / 
Government tated (March 1981) tha t the nom inee d irectors conld 
not attend the meetings in several cases due to lack of time and 
pressure of other urgen t and importan t' work . 

11.l O. D~faults in repaym,r;n ts 
The table below shows the position of the outslandings an rl of 

nefaults as at the end of tJhe 3 veA rs up to 1979-80 : 
Years Amount outstanding A mount overdue 

P,rin,cipal Inlerlf-St T o tal Prin cipal JQterest T otal 

(Rupees in lakhs) 

Percent are of the 
amount overdue 
Principal Tn terest 

1977-78 3411.20 ~62. 95 3914. t5 395.09 291.88 686.97 11.6 51.8 

19.78-79 4316.15 720.04 so,36. t ~f 422.44 354.55 776.99 9 .8 : 49.2 

1979-80 ' 5749.04 842.46 6591.50 5 14.21 41 8.66 932.87 8.9 49.7 

The fl~1res in the above tab1e are exclusive of interest in res­
r ect of cases where recovery certificates had been issued or for 
which civil su its had been filed or where he period of default was 
3 years or more. 

The to-tal over<lues taking into accoun t the cases covered by re!o-~ 
very certificates and law suits a t the end of the three years u p to 
1979-80 were as follows : 

Overdues R eccwerv Suit fil ed T otal P ercentage 
certifica te 

w - to cases 
ca~es tota l out-

sta nd ing 
(Ru riecs in lakhs) 

1977-78 686.97 486.95 15.74 1189 6<' 34.9 
.,.,-

1978-79 776.99 846.19 1 '> .7" J(>3g ,o3 38.0 

979-80 932.87 1224.89 21.63 2179.39 38.0 

• 

'-
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Agewise analysis of overdues as on 3 lst March 1980 wa,s as under : 
Period Amount of overdues 

<' Principal Interest 
(Rupees in lakhs) 

Up to 3 months 33.84 9.73 
3-6 months 33.35 .88.22 
6 months- I Year 64.39 51.52 
1-2 years .85.75 48.41 
Over 2 years ~96.88 220.78 

Total 5i4.21 418:66 

Considering the total balance due from the loanees against 
whom legal action has been initiated (Rs.1246 . ."52 lakhs) thC( provi­
sion for bad and doubtful debts (Rs.54 . 95 lakhs) would appear 
to be inadequate with a consequential overstatement of profits. 

While the Corporation is au thorised in •terms of Sections 29, 
30 and 31 of the. State Financial Corporations Act to take over the 
management of the concerns, recall the entir~ loan before the agreed 
period and sell the mortgaged property in' case of default i!tJ has not 
been invoking these provisions of the Act on ith<; ground that dhe 
procedures were found to be costly and time consuming. 

In OctobeT 1979 the Board formed a Recovery Review Com­
mittee for studying the major cases of default and evolving a strategy 
for better recovery. The Committee in its first meeting held in 
March 1980, decided (i) to strengthen th~ follow-up arrangements 
at Regional office ieveT,lii) that there should be a detailed annual 
inspection of each unit, and (iii) that all cas~ of overdues of Rs.5 

lakhs or above should be reporited to the Oommitllee. Acti@n taken 
and result thereof were awaited from die Corporation (March 
1981). 

The details of the total amount w~ich fell due during the 
• "j years up to 1979-80 and the maximum amount of default at any 
time during the year are given below : 
Year 

1977~78 

1978-79 

1979-80 
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The Corporation withdraws the recovery certifica.tes from the 
Collectors as and when some arrangement for the recovery of du es 
is arrived at with the assisttld units. It was noticed that no amou nts 
had since incept.iop been written off as bad debts although in a 
nurnbe~- of cases lhe whereaboUJt~ of the borrowers/their assets were 
not known. The Corporation st3ited. (December 1979) that the 
amounts would be written off only after exhausting all avenues of ,.. 
recovery and getting a cercificate from the Collector concerned that 
the amounts could not be recovered and that such certificates were 

' i1ot easily forthcoming. In the meanwhile the Corporation con­
tinues uo show all the overdue amounts in its accounts as recoverable 

·regardless of the time elapsed or the actual prospects of recoveries. 

According co the Corporation (December 1979) the main 
reasons for the increase in overdu~ were (i) uneconomic working 
of the units due to const1raints of power su pply (particularly electric 
arc furnaces and mini-steel and re-rolling plants); (ii) recession in 
the engineering industry ; (iii) glut in the 1textile market ; (iv) non­
availability of scarce and imported raw materials; and (v) mana­
gerial incompetence of the borrowers, etc. The IDBI in a report 
which was considered by the Board in December 1979, opined, how­
ever, that the organisa tional difficulties of 1the Corporation were the 
major factors responsible for the overdues. 

11. 1 1. ·Refinance scheme . ""\· ~.j 

The Corporation avails itse\lf of the refinance fac,ility from the 
IDBI which allows full refinance against loans up to Rs.5 lakhs 
and up to 80 per cent against loans exceeding Rs.5 lakhs. However, 
full refinance is allowed in respect of loans disbursed in the back­
ward districtis. Commitment charges aro payable at 1 per cent per 
annum on .the refinance sanctioned by IDBI but not availed of by 

.. the Corporation. 

The position of the refinance sanctioned and availed of avj.l 
commitment charges paid during the 3 years up to 1979-80 was as ~ 
under: 
Year Refinance sane- Refinance Amount Percen-Commit-

tioned availed of not tage of ment 
During Progres- During Progres- avai led amount charges 
the year sive the year sive of not paid 

during availed (Rupees 
the year to the in lakhs) 

sane-
tioned 

(Rupees in lakhs) amount 

1977-78 1097.77 4979.76 392.60 2094.62 705.17 64. 2 6.21 

1978-79 2 100.88 7080.64 825.28 2919.90 1275.60 60.7 6.03 

1979-80 2784.67 9865.31 1301.47 4221.37 1483.20 53.3 9.38 

f 
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No etfective steps had been taken by the Corporation to review 
the refinance noL available from. time to time with a view to reduce 
the payment of commitment charges . 

l l . l 2. Creclit guarantee scheme 

The Corporation joined the Credit Guarantee scheme (July 
1970) sponsored by the Central Government for a degree of protec­
Lion against losses on loans advanced to small scale industries. 
Accordi11gly, the Corporation was entitled to recover, from the 
Reserve Bank of f nclia (RBI) , 75 per cent o[ the amount in default 
(!JU j;er cent from l sl April 1974) or the amount gua ranteed, which­
ever was less. For the guarantee, the Corporation had to pay a 
charge o[ 0. 25 f1er ce11t per annum on the max imum amount advanc­
ed against the guarantee. 

As per the scheme, the claims were to be settled by RBI with­
in 30 cla ys o( their being prefened. The Corporation had not, how­
ever, prescribed any time limit and the stage at which the claims 
were t.o be preferred with Lhe RBI. T he Management stated 
(June 1980) that they were taking action to strea mline the proce­
dures for obtaining the maximum advantage of the facilities avail­
able under the sch eme. During the period from April 1973 to 
March l 980, the Corporation had preferred 71 claims aggregating 
Rs.12'.3. 18 lakhs aga i.nst which only 11 claims amounting to Rs.13 .34 
lakhs (10 . 8 tJe1· crnt) were paid, 12 cases amounting to Rs.22 . 87 
lakhs were withdrawn l>ecause of re-scheduling- of loans and one 
case amounting to Rs. 1 . 08 lakhs was rejected hy the RBI as not 
being covered under the scheme. The remaining 50 claims aggre­
gating Rs .85 . 89 lakhs (year-wise break-up given below) were 
pending with Rm (March 1980): 

Year 
• 

1973-74 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

Total 

Number 

4 

7 

JO 

26 

2 

50 

Amount 

(Ru pees in lakhs) 
5. 99 

l. 34 

12.61 

19.82 

42.81 

3.32 

85.89 
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Th~ Managemenit/Oovemmenr stated (March 1981) that pro­
teduta l diffietilties it'l th~ ptocess were ~he main reasons (or delayed 
settlement. 

11 . 13. Government loan schemes 

The Corporation also acts as an agent of the Statej Central 
Gove rnment for the disbursement, administration, etc. of loans/ 
subsidies under the 'S'tatefCentl'a1 -Government's loan schemes. 

The State / Central Government placed (unds at the <lisposal of 
the Corporation from 1972-73 onwards for special schemes for dis­
bursement as subsidies/ loans for the industrial development of the 
Stale:. No agency cornm ission was payable to the Corporat ion lor 
this serv ice. T he funds received were merged with the worki11g 
funds of the Corporation . T he State GovernmerH decided (July 
1976) to charge in terest at 9 per cent per annum on the unspen t 
balance o[ these specia l fund s since inception of the schemes and the 
Corporatio11 was to create a separate fund for meeting its expenses 
on the developmen t activi1ties. The Corporation had , however , 
made a provision on this account at 6 per cent per annum from 
1976-77. T he unspent amounts were transferred in March 1979 to 
a Personal Ledger AccomH opened in the Govc rnrncnt treasury. 
The Corporation did not set up the interest hmd for meeting the 
ad ministrative expenses which were being met out of it s own funds 
from 1979-80. 

Amounts received by the Corporation, amounts disbursed and 
amo unts remaining unutilised up to 1979-80 are detailed below : 

Particulars Period Amount Amount Amou nt Balance 
11Ceeived disbLirsed refunded/ ( rrogres-

l ra nsferrcd sivc) 

(Rupees in l a k h ~) .A 
(a) Grant/ Up to March 1977 426.78 375.98 38.52 1 2.~ 

subsidy 
1977-78 181.20 155.81 37.67 schemes 

1978-79 133.38 90.29 80 .76 

1979-80 187.65 58. 15 9.00 201.26 

929.01 680.23 47.52 

(b) Loan Up to March 1977 170.98 26.53 93.33 51.12 
scheme:> 

1977-78 25.00 9.01 67.11 

' 

' 
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Particulars Period Am ount Amount A mou111 Bala nce 
rcc.:civcd disbursed refunded/ (progress· 

tra nsferrcd ive) 

(Rupees in lakhs) 

1978-79 7.00 21 .94 52.73 

1979-80 43.00 24.68 1.52 68.97 

245.98 82.16 94.85 
--------

It would be seen that agaitJst tl;,ie total amount of Rs. 1,174. 99 
lakhs received, an amount of R s.270 . 23 Ic.ikhs (23 per cent) had 
remained unutilised . 

To illustra te-

(a) Out of an amount of Rs,20 . 78 la~hs advanced by Govern­
ment in 1976-77 for margin money loans for industrial complexes, 
loans amounting to Rs. 6. 97 lakhs (33 per cent) were disbursed to 
the end of: 1979-80. 

(b) In another case, out of funds aggregating Rs.20 . 80 lakhs 
received from Government for providing margin money loans for 
a Hanclloom complex, the a~tual disbursement a1;nounted to Rs.3.3 1 
lakhs (15 . 9 per cent) : 

Year Amol,Jnt recei.ved Amount d isbu rsed 
(Rupee.~ in lakh s) 

1976-77 6.80 

1977-n 7.00 0.3 1 

1978-79 7.00 1.53 

~ 
.. 

1979-80 l.47 
--- ---

T otal 20.80 3.31 
- - -- - - -

11 .14 . Schem es not implemented 

The following schemes which the Corporation decided to take 
up in 1975-76 h?d not been implemen ted so far (March 1981) : 

- participation in the equity of small industries, 
- scheme For margin money loans on soft terms. 

T he Management stated (January 1981) that the ~chemes had 
since been finalised. 
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11 . 15. Estahlish ment of industrial com.plexes 

The State Government decided in 1976 to launch a scheme of 
developing industrial complexes for a number of unils o f a singJc 
type of in<lustry b y provid ing- all necessary fac il it ics such as financ ial 
assistance. consul tancy services for survey and project reports. assis­
tance in acqu isition and development of land, construction of 
factory sheds, power and water supply, purchase of machines and "" 
equipment, provision of working capital, supply of raw materials, 
export licence. marketing-. etc. 

The Corporation was to serve as the co-ordinating agency for 
fmancial assistance an·d was entitled to a Government subsidy of 
up to 2 P<'r cent of the total project cost. 

The entrepreneurs were required to invest 10 per cent of 1the 
total project cost of which up to 5 per cent w;is t0 he made avail­
able by Government as soft loan . Tue remaining 90 per cent 
cost was Lo be made avaitable by the Corporation and by the banks 
in the sh ape of term loans. 

The State Government entrusted (March 1976) the work of 
establish ing the following 4 complexes to the Corporation : 

- ' Voollen hosiery complex, Dehradun 
- Drawing in5trurnents rnmolex. RoMkee 
- Hand and cutting tools complex. Thansi 
- Paddy-baserl complex, Atarra (Banda). 

The table below indicates the n11mber of units planned and 
the estimatecl project cost of each of the complexes : 

P roJect estimates on 

Name of the comr lcx N 11mhcr Lnnd nuilding M:1chincry W orkin!! Tntal 

'J/oollcn hosiery, 
D ehradun 

Drawing instruments, 
Roorkee 

Hand and cutting tools 
Jhansi 

Paddy-based comolex 
Atarra (Banda) 

Total 

of 
units 

16 

30 

16 

7 

69 

1.52 

2.03 

1.40 

2.00 

6.95 

and capital 
mi sec I-
laneou s ... 

·~ (R upees in lakhs) 

.~ 11.00 l 46.97 42.95 102.44 

~ I 2.60 6? .50 35.00 11 2.13 

12.50 52.92 35.00 101.82 

18.00 105.00 JO.DO 135.00 

54.10 267.39 122.95 451.39 

• 

... 
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(a) Woollen hosiery co1nplex 

The complex was to be esLabli· lied on plots alread y reserved 
for this purpose or the u u ar Praclesi1 State Ind ustrial De,·elopment 
Corporation Limited ( ·psJDC). The Industries Department 
informed the Corporation (August 1976) th6t the cost of land 

A-- (Rs.O. 83 lakh) for 16 plots at the rate of R e. l per sft was to be 
paid to the Dehradu11· Indus·trial Co-operative Estate Limited. 
After considering their technical, managerial and financial capacity, 
out of 91 applicants the Corporation se lec1ed 21 entrepreneurs 
(September 1976) for this colllplex. Eleven applicants deposited 
their share of the contribution for the projecl'. 

For early implementation of the project, 1 he Corporati.on took 
up the construction of the sheds with its own funds and the expen­
diture was to be reimbursed by the entrepreneurs out of the loans 
sanctioned to them . The construction of 15 sheds was entrusted 
(November 1976) to a firm of New Delhi (one or the assisted units 
of the Corporation) at the negotiated rates of Rs . I . 73 lakhs (against 
the project estimate o( R s.O. 70 lakh) per shed and Rs.O. 15 lakh per 
plot for site development. T he work was sta rted without taking 
formal possession of the land. As per the agreement. the firm was 
to complete the construction of all the sheds by April 1977 against 
which only 6 sheds had been com pleted 11 p 10 October 1977 and 
the remaining sheds were still incomplete (March 1981). An 
amount of Rs.25. 91 lakhs be ing the cost oF construction of sheds 
was paid to the firm (December 1976- Septem ber l 977) besides, 
Rs.l.40 lakhs towards site development (November 1977 / Au gust 
1978) . The balance of Rs.0. 85 lakh fo r site deYcloprnenL had n ot 
been pa id as the Ind ustrial Co-operative Estate Authorities had 
claimed (July 1979) the cos t of si te de\'cloprnen t (Rs.2 . 25 lakhs) 
from the Corporation on the ground that site development had been 

r~ne by them. 
The 6 sheds were allo l'ted to 5 entrepreneurs (November 1977) 

for R s. I . 88 lakhs each . While fixing the rate the Corpora tion had 
not taken into account the interest liabil ity of R s. 1 . 35 lakhs 
(15 sheds) on account o( funds adnnced lO the contractor. The 
remaining 9 sheds, const1 u ction work held over since November 
1977, were not allotted because of disputes over the co. t ·o f land 
which had not been se ttled so far (January 1981). 

The test aud it (O ctober 1980) revealed the following 
points : 

(i) While G sheds were handed over to 1he en trepre­
neurs in November 197 7. mortgage deeds in respect of 5 sheds 
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(againsL the loan .;anCLioned and d isbursed) had not been exe­
cuted because of the emrepreneurs' content ion from I 978 
onwards tha t the cost or the sheds was very hio-h and the cons-

" truction work was substand;ircl. (The cost of one shed, for 
which a mortgage deed was executed in October 1978 was 
treated as ::i loan by the Corporation). 

(ii) One shed was constructed over a plot belonging to 
a member o f the Industrial Co-operative Estate Limited who 
had fil ed a su it (July 1977) against the Corporatiom and the 
rnntractor and the matter was pending in Court (March 
198 l) . 

(iii) Tlte Corporation had not so far (September 1980) 
paid the cost of land for 9 plols (including one under dis­
pute) to the Industrial Co-opera ti ve Estate Limited. The 
payment for 2 plots (March 1979) at the rate of Re.I per 
~•(t was not accepted by the Estale authorities as Lhey had 
fixed Lhe cost o[ iand at Rs.3 per s(t (March l 979) and subse­
quently lev ied interest (August l 979) at 12 per cent per 
ann urn from 1st August 1979. 

(iv) It would be seen that the project for the construc­
tion of sheds had resulted in blocking up of Funds to the 
extent of Rs .25. 46 lakhs (March 1981) . 

(b) Drawing and lnslrumenls complex, Roorkee 

It was proposed (March l 976) to set up 20 units in this com-
plex on developed land to be provided b y UPSIDC. The units 
were expected to start production by December 1977 and invest­
ment was estimated a t Rs.119. 15 lakhs (including working capital) 
with an annual turnover of Rs.324 lakhs. Of the 18 entrepreneurs 
selected only 14 had deposited the margin money. Loans (Rs.7 . 8\.._ 
lakhs) were disbursed to 7 units of which 5 units had gone into pr~ 
duction (J anuar y 1981) . Production could not start in 1 unit due 
to non-availability of working capital loan from banks ; construc-
tion work could not start on 1 plot for want of cement. In other 
cases formalities for sanction of loans were in progTess (January 
1981) . 

(c) Hand mul culling tools coniplex, ]hansi 

Six un its including one( mother unit were proposed to be set 
up on land provided by U PSIDC. The units were to start pro­
duction in April. 1978 and investment was estimated at Rs.188. 32 
lakhs (including working capital) with an annual turnover of 

•• 

.. 

' 
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Rs.393. ~2 fakhs. Out of 17 entrepreneurs selected for the com­
plex only 3 had d eposited Lhe margin money (N ovember 1976 to 
M arch 1978) and were sanctioned loa ns (November 1977 to July 
1978). H owever. 2 ol' them la ter w ithdrew from :Lhe scheme. 
Constructio n of only one shed had been taken up so far (M arch 198 1). 

T he Co rpo ration had appointed a firm or New Delh i as con ­
sultan ts (July 1976) for the preparation of th e feasibi li ty report 

,-, for the complex at a total fee of Rs . I . 20 lakh s. The fee, u p to 
the stag-e of submi~sion of feasib ility report . was later deter m ined 
at R s.O. 78 lak h and t lie amount was p<1 id in , Tovcm ber ] 976 
(Rs . O.~O bkh) and J ul r 1977 (R ~ .0.48 lakh) . T he feasibi li ty 
re port for the mother un it (Ju ly 1977) envi sa!~·ed an investment 
of R s.8fi lak hs. The consult ants d ecli nacl (D ecember 1978) the 
C orpora1ion's offer lo seL u p the mo'lher unit· of t l1e complex e ith er 
indepen.Jentlv or as a jo in t venture wi th the Con>ora tion. Another 
com pan y offered to s.et up the mothe r unit ( Tant1 C1ry 1979) but 
the Government of Ind ia d id not agree to th e transfer of the l icence 
for t he mother un it as the manufacture o f fo rged hand tools was 
reserved fo r the small scale units. Due to water scarcity in the 
a rea, the U. P. Tal Nigam was not agreeable to supply water to 
t he com plex clu rin~; summer. Besides. the power t ransmission line 
passing throug h the complex s ite had yet to he shifted (June 
1980). 

The committee set u p in Apri l 1980 (under the Chairman­
shi p of the Commissione r-cum-Director of lndnstrie" to review th e 
progress o f al l the indusl rial complexes) approved the proposal 
o F the Cor poration for dropping· the scheme ( '\ pri l 1980) an d 
sug-gested that the p lots he allotted to other prosocctive indus trial 
units. 

(d) Pruld1• Bnsed li1rl11strirr l com/Jlt>x . A tarm, (Rrmrla) 

-~ I t was proposed (A fav 1976) to set up 7 unit e; for the manu­
facture o f acti va ted carbon. r ice bran oil. st raw boards, r ice mills. 
e tc. The investme11t an d the an n ual turnover were estima ted a t 
R s. 135 lakhc; (incl ud in~ workin g; capita l) ancl R s.235 lak hs res­
pectively. None of the 7 entrepreneurs selected for the complex 
rle'Pos ited th e ma rgin mo ney though l oans we re sanc tioned in 4 cases. 
One sh ed was stated to b e u nder co nslructio n (.January 1981). 

T he land at Atarra complex was propo<;ecl to be given by 
U P SIDC aL rate~ ran ging between R s.1.55 to R s. 1.65 per sft. Due 
to high cost of land the entrepreneurs were not forthcoming and 
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the project had not made any head way. The committee review­
ing the progress of the industrial complexes decided (April 1980) 
~hat the plots at A tarra ma y be allotted to other entrepreneurs and 
m the event of there being no response the scheme should be ' 
dropped. 

11 . 16. Swnming up 

(i) The Corpora tion r;:i ised Rs.35 lakhs b y way of special 
share capital d urin '?,· 1975-7<i for providing assistance on soft 
terms for new proiccts to be set up b y technicians / craftsmen in the 
small scale sector but no such loans had been granted. 

(ii) Up to 3 I st i\farch 1980. the Corporation had received 
12.635 a pplica tions (Rs.3iH . 17 crores) . sanctioned loans to 7,568 
applicant s (Rs. l n~ . 56 crorcs) . disbursed loans to 3.059 loanees 
(Rs.72. 11 crorcc; ) and loan sa nctioned had been cancelled / reduced 

in 2, 169 cases (Rs.:J 1 . 89 crores) . 

(i ii ) lnah il it v o f the prospective borrowers Lo complete leg-al 
formalities ;rnd deb s in t he execu tion o f pro_i ects, req uests for 
diversion / changes in the schemes and the apathy of man y applicants 
were stated by the Cor porat ion to be main hurdles in ensurmg 
timely disburse rncn t c; of loans. 

(iv) The nominees o f the Corponition on the Roard of Direc­
tors of assii; terl 11n itc; were not attend in e: all the Board meeting-s. the 
requ ired r eports were not being su bmi ued regularly and the poin ts 
brough t ont in the r eports were not ac tively pursued by the Corpo­
r ation. 

...... 

(v) \1Vithout ascert a ining whe' 1her a com pany had been gran ted 
brewer y licence lw the Governmenl oF Tnd ia, a loan of Rs.9.32 
lakhs \\'3S disbursed l? it _ ( 1 1ovcmb~r 197 1 -Ma~ 1973) for setting: l~£... 
a brewery. The urnl cl 1cl no~ go mto production and defaulted ~ 
the payment o f •he d tH ' 'i of the Corporation. The u n it was put to 
auction for the r ealisatio n ofit.he clues but in the absence of a brewery 
li cence the assets of the unit could not be sold. The amou nt recover­
able was R s . 16. R7 lakhs (including interest: R s. 7. 39 1akhs u p to 
D ecern ber i 977) 

(vi) The amount r ecover able as on 31st M arch 1980 C~s . 65. 92 
crores including interest : R s.8 . 42 cror es) from the loanees mcluded 
Rs. 9 . 33 crores overdue for recovery of principal (R s . 5. 14 crore,s) 
and interest (Rs.4 .19 crores) a nr1 represented 8.9 and 49.rper ce~~ ., 
respect ively of the amount due. , 

• 

' 
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(vii) Theo overdue amount of R s. 9. 33 crores excludes Rs . 12 . 25 
crores wh ere recovery certificates had been issu ed and R s. 0 . 22 
crore for which suits have been filed . 

(viii) The percentage of maximum amount defaulted to total 
amount d ue during the year varied from 60. 8 to 77. 6 during the 
3 year s u p Lo 1979-80. 

(ix) Aga inst the refinance of Rs.98.65 crores s:rn cLionecl u plo 
J 979-80 the Corporation had ava iled of refinance of R s . 42. 21 crores 
and the percentage of shortfall varied from 53. 3 to 64. 2 during 
the 3 yerirs u p to 1979-80. 

(x) For the re finance not availed oL the Corporation h ad paid 
R s.2 1.62 lakhs towards comrnitrnent charges during the 3 years 
up Lo 1979-80. 

(x i) 50 reimbursement claims amounting to Rs.85. 89 lakh s 
perta in ing to the last 7 years were pending with the R eserve Bank 
of India under Credit Guarant<1e Scheme. The claims were Lo be 
settled ·within 30 days of p~·eferment. 

(xii) Disbursement o( subsidy / loans under the special schemes 
1vas slow. 

(xiii) The Corporation was entrusted with the estab1 ishme.nt 
of 4 ind ustrial complexes in 1976, consisting of 69 units at an 
estimated project cost of R s.45 1.39 lakhs, only 9 un1its had gone 
into production. Funds to the exten t of Rs. 25. 46 lak hs spent on 
dervelopment of land a nd construction o[ sheds for the \ i\Toollen 
H osiery Complex at D ehradun r emained blocked. 

(xiv) T he Committee set u p in April 1980 to r eview th e 
progress of all the industrial compl<1Xes approved the proposal of 
the Corporat ion for dropping th e scheme for the selling u p of hand 
and cuttin o- tool complex, Jhansi and paddy based industrial 

,,,-. -' Jm plex, Atarra. · 



SECT ION X II 
UTTAR PRADESH STATE ROAD T RANSPORT 

CORPORATION 
l 2 . 0 I. Introcluction 

T he Uttar Pradesh State R oad T ransport Corporation was 
established on l st June 1972 u nder rth e R oad Transpor t Corpora­
tions Act, 1950. Accounts for Lhe years 1977-78 to 1979-80 are in 
a rrears. T he delay in fi nalisation of accounts was last brough t Lo 
notice o f the Stale Government1 in! May 198 1. 
l 2. 02. Capital 

U nder Section 23 (i) of the Act, the capital con trib u tion by 
Lhe Centra l Government and State Government as on 31st March 
1977 and 3 1st March 1978 was as under : 

As on 3 1st March Percentage 
1977 1978 o f 

increase 
( Ru pees in lak hs) 

Central G o vernm ent 375.00 495.10 32.0 

State G .wcrnmenl J,350.00 1,650.00 22.2 

To tal l,725.00 2, 145.10 24.4 

Interest is payable at 6 . 25 fJer cent per annu m on the ca p i.Lal 
con tribu tion . 
J 2. 03. Guarantees 

T he table below ind ica tes tihe deta ils of guarantees given by 
Government for the repayment of loans raised by the Corporation 
and paymenL of interest thereon : 

P:trticu la rs Year in which 
guaranteed 

Amo unt Amount outstand ing as on 
guarnntecd 3 1 t March 1980 

• 

...... 

Principal In teres t T ota l • 
( Ru pees in lakhs) ~ 

Banks 1972-73, 1325.00 264.25 4.04 268.29 
1973-74 a nd 
1975-76 

' I DB I 1975-76 to 
(bill d is::ountin g 1977-78 1300.00 108 .55 9 1.76 200.3 1 

scheme) 
- - -

2625 .00 372.80 95.80 468.60* 

* Fig .1 r <! 'l ' n ~ r F · 1 1 L; '\ ;::au·1t 1979-80 is Rs. 035.12 lak hs: difference is under 
reconcil iation. 
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12. 04. Financial position 

The table below summarises the financial posinion of the Cor­
poration under the broad headings for the 3 years up to l 977-78 : 

1975-76 1976-77 1977-78 
(Provision::il) 

(Ru pees in b khs) 

Liabilities 

Ca pita l 1,500.00 1,725.00 2, 145.10 

Reserves and surplus 48.95 58.60 68.95 

Borrowings 2,908.39 3,467.92 2,927.90 

Trade dues and o th er current lia bil ities 2,726.80 3,074.41 3, 168.42 

To ta l 7,1 84.14 8,325.93 8,3 10.37 

Jv Assets 

Gross block 

Less : Deprecia tio n 

Net fi xed assets 

Capital works- in-progress 

J nvestrnent 

Current assets, loan s and advances 

-,..i. 4 Accumulated losses 

To tal 

, Capi tal employed 

Capita l invested 

NOTE : 

6,46 1.80 8,039.95 8,65 1.47 

3,037.07 3,513.94 4, 180.70 

3,424.73 4,526.01 4,470.77 

5.32 7.65 

92.08 92.08 92.08 

3,443.42 3,605.72 3,613.1 8 

2 18.59 94.47 134.34 
--- ---- - - --- - ---

7, 184.14 8,325.93 8,310.37 

4, 141 .35 5,057.32 4,9 15.53 

4,308.39 5,1 92.92 5,073.00 

Capital e'Tlployed represents the net fixed assets plus working cap ita l. 
Capital invested represents the paid-up ca pital plus long-term loans and 
free reserves. 
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12 .05. Working results 
The following table gives deLails of the working results of 

Lhe Corporation for the 3 years up lO 1977-78: 
P articular s 1975-76 1976-77 1977-78 

(Provisional) 
(Rupees in lakhs) 

(a) Operating 

Revenue 

Expenditure 

Surplus 

(h) Non-operating 

Revenue 

Expenditure 

Defi cit 

(c) Total 

Revenue 

Expenditure 

5,082.85 

4,878.23 

204.62 

150.44 

274.31 

123.87 

5,2 33.29 

5, 152.54 

5,653.98 

5,429.83 

224. 15 

204.89 

308.09 

103.20 

5,858.87 

5,737.92 

6,018.27 

5,922.93 

95.34 

218.70 

354 .95 

136.25 

6,236.97 

6,277.88 

(d) Net Pro fit (+)/Loss (-) (+)80.75 (+) 120.95 (-)40.9 1 

Interest on capital a nd long-term loans 309.34 353.45 383.64 

lnterest on sho rt-term loa n 13.68 18.21 34.88 

Total return on capita l employed 403.77 492.61 377.6 1 

Total return on capital invested 394.27 492.61 377.61 

Rate of return on (Per cent ) la~ 

Capital employed 9.3 1 9.58 7.68 

Capital invested 9. 15 

12. 06. Operational performance 
The Lable below indicates the operational 

Corponution for the 3 years up to 1979-80 : 
1977-78 

Route kilometers 1,84,263 

Number of operating depots 72 

• Figures for the years 1977-78 to 1979-80 are provisional. 

9.49 7.44 

performance of the 

1978-79 1979-80* 

2, 17,806 2,63, I 7S 

75 

' 
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Aycr~ge !iumqer o,f v:Jitc~~s held** 

/\ verage number of vehicles o n ; oad 
I t * I 

~e'i~en~~.ge o r !-\t i li~atiQn 

K ms covered (i n lak11s) 

Gross 
I 

Effective 

9ead 1(i,ocl~pi.ng depart__m~ntal) 

Perc~ntage pf dead kms to gross krns 

A V!!fage .kms per vehicle per day 

P!}SSeng~r lk~s scn~qp.led (in l,~kp~) 

;>assenger kms operated (in . l akh~) 

Occupancy ratio 
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{\yerage n umber of break-downs per Jakh 
~ll)S 

Average numqer of accidents p_er lakh 
kms ' · 11 

Average revenue per effective km (Paise) 

1977-78 

5,631 

3,2&4,00 

3, l85.00 

99.00 

., 

.) 

2_67 

3,366.11 

3, 184.7? 

94.6 

0.072 

0 .3 1 

196 

~978-79 
l 

5,524 

~.26? 

77 

3,541 .00 

3,434.00 

107.00 

3 

294 

3,772.1 6 

3,378.6 . 

,89.6 

0.086 

0.28 

204 

lQ79-80* 

5,'J 13 

4,5)3 

79 

4,063.00 

3,972.00 

9 1.00 

2 

321 

4,209.45 

3,653.59 

86.8 

0. 101 

Q·28 
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KVerage e penditure .eer effective km L97 201 206 
(Pa1se) '' ·· " ' ,-

Profit (+ )/ Loss (-) per km (Paise) (-) I (+ )3 l + )3 

12. 07 . Cash management 
12 . 07. 01. Effective cash managementl ,involves meticulous 

• l=orecasting and periodical review of cash, fl.ow ,,and }Vays and means 
~ with a view to ensure an oy~i!Ilal ~e qf s,ash resqµ,rces. 

12.07.p2 ~cco11nts ,with ,~reasu1;"ies 
Wl}en the Corporation was set up (1st June 1972) as an interim. 

, amp1gement (up. to ,May 1975), the State Government allowed the 
Corporation to continue to deposit its receipts i04to the district 
tr~asqr~es and sub-treasuries to the cretdit of the "State Corporation 
Fund". Withdrawals were restricted to the ex:tep.t of tf\e balances 
in the Fund. ' · 

*fig_t,nes for the years 1977-78 t o J979 80 a re provisional. 
**Vehl~l~s i~ciu~i~' J;~ es, ~is ~nd 'trucks . 

•••• +.., J, # .. • r f'• • • ., • t r • )t \ ' ' 

• 
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In June 1975, the Corporation switched over to the banking 
system and directed its units Qune 1976), hitherto depositing and 
withdrawing funds from the treasuries, to withdraw the balances' 
from the treasuries by 15th August 1976 and deposit them in the 
bank accounts. The process of withdrawal of balances from 
treasuries had not been completed so far (March 1981). 

According to the latest available acocunts of the Corporation, .._ 
the cash balance, lying with the treasuries was Rs.193. 79 lak.hs on 
3 lst March 1977 (balance amount payable as per treasuryt records 
was not ascertainable). This amount could not be withdrawn by 
the Corporation from the treasuries because the Corporation figures 

· of balances had not been reconciled w~th the treasuries' figures 
(March 1981). Further, in test check (October 1980), it was 
noticed that a sum of Rs.92.08 lakhs (Depreciation Reserve Fund: 
Rs. 80 . 17 lakhs and Insurance Reserve Fund : Rs. 11. 91 lakhs) 
deposited by the Corporation in treasuries prior to June 1975 
could not be recovered (April 1981) due to non-reconciliation of 
the Corporation's figures- with treasury figures. 

The Corporat ion has not explained why the amount 
equivalent to the minimum agreed figures, i.e. between the treasury 
and it.he Corporation figures, hlas not been withdrawn from the 
treasury as the Corporat ion is paying interest at the rate of 14 to 17 
per cent on its overdrafts with the banks. The drawal of this 
amount would ltave saved cost to that extent. 

12 . 07. 03. Banlling procedure 

The variom units open cash collection accounts at branches of 
the Central Bank/State Bank of India. The cash collections are 
required to be deposited in that account daily. Required funds 
are drawn from such accounts. Funds are transferred to meet the 
requirements of headquarters from time to time from the surpluses 
lying in the uni t accounts. a._~ 

As on 31st March 1980 the Corporation was operating 248 
bank accounts inclusive of cash credit account. While instructions 
were issued for periodical reconciliation with the bank accounts iit 
was found t hat headquarters office had carried out reconciliation of 
bank transactions of 1979-80 with one bank only while reconcilia­
tion in respect of other banks '\VllS yet in progress (April 1981). 

12 . 07. 04. Bank reconciliation 
Illustrative cases noticed as a result of reconciliation have been 

listed in para 12.07.06 {b). In the absence of t;imcly :econciliation, 
failure of the bank to transfer fund&, etc. would rem.am undetected . 

• 

' 
.. 
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12.07.0.5 Budgetary ctmtrol 

In terms of Section 32 of the Road Transport Corporations 
Act, the Corporation prepares in December, each year, a budget 
for the subsequent financial year along wiith the revised estimates 
for the current financial year . in the form prescri~ by the State 
Government. -

Cash flow statement which is a crucial instrument of cash pfan­
nin!t is. however. not prepared by the Corporation either for · con­
troJlin1'! cash flows or for making cash man<1crement derisions. 
"Estimates of cash Rows are. h owever. occasion:lllv nrepared bv the 
headriuarters of the Corporation to comply with the reouirements 
of the financial institutions and banks and other controJlinq; autho­
rities like. Sarvaianik Udyog- Burean . Ulttar Pradesh and the State 
Government. The Corporation had also not developed any system 
to monitor cash flows. - - i 

12 . 07 . 06 D ela-ys in tranfer of funds 

(a) D epot collection accounts to re{[,ional collection accounts 

{i\ A review in anrlit in resnect of 2 R e!!ionc; (Varanasi and 
Gh tlziabad'l of the actual trarn.fers from tht> denot collection accotm.t:c; 
to the reg-ion a 1 collection accounts bv the banks during 1978-79 and 
1979-80 revesaled the followin g position : 

-For 12 dt>onts / units of Ghaziabad R eofon in 1978-79 actual 
transft>rs (1100') were on fln averaP."e fiO . ~ -her rPn t of tran:c;­
fers due f840) with actual tnpc;fers of indivirlnal dennts 
rang-in v from 12 . 9 f1er ant to R~ . 7 per rent o f transfers clue. 
Fnr 1979-80 actnal transferc; (548\ ,\·er<>. on <in ;:ive17ge. 
47 . 6 -ber rent of transfers dut> (l 1 !12) ,,;th actnal 'tl<lnsfers 
of inrlh-idual <lepotc; rang-ing from 14 . 6 per cent to 74 per 
cent of transfers due. 

- For .~ rleoots/unit" of Varanac; i 'ReP."ion artual transf~ 
from an in<livirhnl depot were "c; Jow as 15 . fi f1r.r r en.t (in 
1978-79'·, and 14 . fl ber r en' (in 1970-RO\'. nf tr<1nsf~rs <lue : on 
an aver?. Q'e onlv 55 Pt>r rent (in 197R-79) . and 49 pe't' cent 
(in 1979-80) of transfers due were made. 

(ii) At the Kaisarbag-h bus rlenot. T .ncknow. snecial :lrran~e­
ments were ma<ie (Aoril 1979) with loral branch of :l c;rhednle<l 
banl for deposit of clailv collections durin Q' eveninf.! houn. The 
<:ollections c;o de~osited were to bf! tra mferrerl to the crPci it of the 
local n~Q'ional collection accou nt at Lurknnw twice " week. It 1\TtlS 

noticed in audit th :\t amounts aP."!tTegrt ting Rs.87 . 79 lakhs (1979-80'\ 
were transferred after 8- 18 days. 
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(i_ii) E ... ven in cas~ of loc~l. t~~sfe~(b:~~- thj. ~egot/JJ;us,,~tation 
collection accounls to the reg1<:>iti.1 coll'ect1on ac-count the time lag 
ranged from 2 t0 -15 days in Kaisarbagh and Si't.ipuf depots. 
( b) Regions to HeaHquarters 

r, l "· . ' . 

' 
The hea<Iquarters of the Corporation has no procedure to 

a~kn~wl~ge the1 re~it_ta~~es :eceiv~q ~om re,~1io,ns and or, to ensure ,. .. 
rHat tne'se ate cr¢d'ited t<;>, Corp~ratI~n:s accounts at Lucknow pr_o­
ttiptly. Tlie amo\.fot§ actuady rt!:ceiveef and accounted for by the 
bah-Rs <ire not recoijciled pe;tiodically W.ith the remittances made from 
the regions· resultin'g in' large amounts remaining out of Corpora-
tion's account for long P.er,ioos. 

1 
~ • t~st, c~eck in apdit of 4 regioos revealed that in 24 cases 

O.n 9-_80) , 1!1yol~ing R~.64.59 lakhs there has been delay ranging 
fiofu 31 to 669 days (after allowing 3 days for _transfers) on the pant 
of the banks in a ffording credit to the Comporation's account at 
Lucknow resulting in loss of interdt of Rs.7 . 61 laklis' {at f7 per cent 
paid on ca!ih credit balances). 

It was further noticed that in I 0 c<tS'e3 involving Rs.3. 36 lakhs 
in 2 regions the moneys transferred benveen July 1979-February 
1980 had yet to be credited (January 1981) by the banks to the 
Corporation's account at Lucknow. The loss of interest in these 
cases (January 1981) worked out to Rs. 0.69 lakh. ,.. .. 
i.?, OJ . 07. Prema~ure repayment of loan to Industrial Develop­
ment Bank of India (IDBI) 

The repaymmt of instalments of principal and payment of 
interest charges in respect of the loan obtained from IDBI is to 
be made by discharging the promissory notes executed therefor . 
on thei date of maturity. 

It was, however, observed that dur.ing 1975-76 and 1976-77 
pr~~issqry nqtes _dn~:wn for amount inclusive of interest charg<a.. 
up_tq ~p~ date of their ~aturity were discharged . 3 t? 29 ~a~~ 
before thei due .dates, (by paying interest for full penod) mvolvmg 
a loss of Rs.O. 49 lakh by way of interest in the cases listed below : 

.. ~ay01ents made before the due dates 
Number of days Number 

3-5 
6-10 

11 - 20 
21 - 29 

T otal 

of cases · 

3 
15 
13 
4 

55 

Amount 
(RUPC<?S 
in lakhs) 

7.04 
I S3.71 
33.SJ 

., 12.53 

io6.79 

' 
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12. 07. 08 Cash credit 

(i) Since 1975-76, the Corporation • had mad~ cash credit 
arrangements with a nationalised bank up to the limit of Rs.300 
lakhs, increased to Rs.450 lakhs in 1976-77. In April 1978, 25 
per cent of the cash credit was allocalted to 14 units. The alloca­
tion of cash credit was revised from ttime to time and as perr latest 
revision (June 1979) Rs.111 lakhs ·was allocated\ to 16 regions, 
Rs. 15 lakhs each to 2 workshops and Deputy General Mianager 
(Stores) and Rs.294 lakbs ·was retained by the headquarters. The 

allocation of cash credit 1:0 the units was, however, discontinued 
from November 1980 except in case of Central Workshop (Rs.15 
lakhs) and Allen Forest Workshop (Rs.IO lakhs). In December 
1980, this facility was withdrawn from these workshops also. 

During test check in audit of the accounts of the Corporation it 
was noticed (October 1980) that the headquarters had been avai­
ling cash credit and paying interest charges at 14 ·to 17 per cent per 
annum eventhough substantial balance of cash was lying in the 
collection and operation accounts of the units. The interest paid 
during the three-years up to 1979-80 is indicated below : 

Yea r 

1977-78 

1978-79 

1979-80 

Interest cha rges 
naid to bank on 
· cash credi t 

( Ru pees in la kh s) 

34.88 

0.43 

2.6t3 

37.97 

The extent of cash credit availed by the headquarters and the 
balance available in collection and operatioQ account of the units 
at the end of certain months (test checked in audit) is indicated 
in the following table 

M onth Cash Balance in Total 
credit Collection Operation ha la nce 

availed accoun t account 

(Ru pees in la kh s) 

Au gust 1977 120.19 89. 16 153.67 242.83 

septemb'er 1977 106.9 1 ] 25.07 132.89 257.96 



Month 

October 1977 

November 1977 

December 1977 

Ja nuary 1978 

February 1978 

March 1978 

April 1978 

October 1978 

D ecember 1978 
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Cash 
credit 
ava iled 

214.97 

152.43 

117.27 

I 8.4J 

23.82 

65.62 

82.03 

1.32 

Balance in Total 
· Collection Operation balance 

account acconnt 
(Rupees in lakhs) 

139.79 

99.78 

137.05 

158.73 

276.84 

258.51 

174.47 144.08 318.55 

30.89 Not 30.89 
available 

31.00 259 .45 j 290.54 

71.72 137.37 209.09 

109.98 187.52 297.50 

103.71 68.62 172.33 

162.58 105.96 268.54 

( 

--

June 1979 

1.65 

15.84 

23.26 

216.80 151.31 

35.32 

368 .11 

115.34 
~. 

December 1979 80.02 

Januarv 1980 90.60 73.15 70.50 143.65 ·~ 

(ii) During 1979-80, Lucknow region availed of cash credit 
(against the cash credit limit allocated by the headquarters) bearing 
interest at 17 per cernt per annum while funds were available in its 
current account with other banks at Lucknow. vhe table below 
shows the extent of each credit limit utilised by the Lucknow region 
at the end of each month and the funds available in the other bank 
accounts at Lucknow: 

Month 

September 1979 

October 1979 

November 1979 

December 1979 

January 1980 

February 1980 

March 1980 

Cash Balance available 
credit bank accounts 

availed of 
Bank 'A' Bank ' B' 

(Rupees in Jakh s) 
3.65 5.90 0.91 

3.63 

3.51 

5.27 

12.80 

7.55 

1.93 

3.34 

5.99 

5.14 

6.61 

5.25 

5.57 

3.23 

4.78 

1.49 

4.57 

3.39 

l.28 

in oth1:-r 

Total --:~ 

6.81 

6.57 

10.77 

6.63 

11.18 

8.64 

6.85 

' 
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This had resulted in an avoidable payment of R.s.0.18 lakh 
by way of int.crest. ~ 

(iii) Similar was thet position in the Roadways Central Work­
shop, Kanpur as would be evident from the details given below : 

Date 

5th March 1979 

21st March I 979 

3rd April 1979 

15th May 1979 

13th June 1979 

29 th December I 979 

17th Janua ry 1980 

19th J anuary 1980 

Cash Balance 
credit in 
availed operation 

of account 

(Rupees in lakhs) 

2.00 4.11 

5.00 6. 51 

8.00 11.90 

2.00 12.22 

2.00 9.05 

15.00 20.25 

3. 16 3.16 

0.24 0.40 

This had resulted in an avoidable paymeiljt of Rs . 1. 27 lakhs 
by way of interest for the period from March 1979 co January 1980. 

12 . 07. 09. Short-term deposits 

(i) During 1978-79 and 1979-80 the Corporation invested its 
funds in Ufm deposits for periods ranging from 15-365 days bearing 
interest at 2 . 5 to 6 per cent per annum. 

_. (ii) While the headquarters was availing cash credit at interest 
-t rates of 14-17 per cent, its units were investing funds in short-term 

deposits with ba.nks at interest rates of 4-6 per cent . Illustrative 
cases noticed during test check are given below: 

Meerut region of the Corporation deposited Rs.12 lakhs 
(Rs.8 lakhs on 14tll June 1980 and Rs.4 lakhs on 28th July 1980) 
at 4 per cent per annum for 91 days and Ghaziabad ~egion deposited 
(August 1979) Rs.10 lakhs ait 6 per cent per annum for a year in 

short-term deposit with a naitionalised bank. During this period, 
the minimum and ma.ximum balances under cash credit availed of 
by the headquarters varied from Rs.0 . 62 lak.h to Rs.282 . 40 lakhs. 



182 

Had the Corporation, instead of investing in shortt-term 
deposits utilised the amount in reducing the cash qedit balance, the 
Corporation would have saved Rs.2. 12 lakhs by way of interest paid 
on ,cash credit. 

(iii) Against a limit of Rs . 2 crores sanQtioned by a nationalised 
bank in July 1978 the Corporation took 1 loan of Rs.37 . 53 lakhs 
on 1st September 1978 for the purchase of new chassis at 12. 5 

' 
per cent per annum. The next day an amount of Rs.37 lakhs was _ • 
deposited with the same bank at 3 per cent per annum for 46 days 
resulting in an avoidable payment of interest amounting to Rs.0.44 
lakh. 

(iv) In another case, against a limit of Rs.90 lakhs sanctioned 
by a national,ised bank in November I 97H lhc C..:orpor~Lion took a 
loan of Rs.28 . 31 lakhs in February 1979. During the same month, 
an amount of R s. 30. 17 lakhs was placed in deposit for 31 days 
with 2 banks a t 2 . 5 and 2 . 75 per cent per annum respectively result­
ing in an avoidable payment of interest amounting to Rs.0.24 lakh. 
12 . 07. 10. Delays in realisation of cash receivable 

An important aspect of cash management is to ensure prompt 
recovery of receivable cash. As on 3 lst March 1980 an amount of ~ 
Rs. 172. 90 lakhs was due to the Corporation (for services rendered) 
hom the Central Government departments (Rs.72. 63 lakhs), State 
Government depailtments (R s.80. 58 lakhs), State Corporations 
(Rs.13. 32 lakhs) and others (Rs . 6 . 37 lakhs). 

The Board of the Corporation h_ad in August 197,3 n$plved 
that credit facilit ies should be withdrawn from the departments not 
paying the Corporation 's bills within 2 months (due to delays in 
payment by State and Central Government departments). 

The Board 's orders were, however, not implemente~ in respect 
of Defence, Post and Te1egr;mh~, ~ilways and C?m~ission.ers ' 'and 
Deputy Commissioners for visits of V . I . P .s resultmg m an mcrease 
in the ourtstanding from year to year. .._ 

;The tablei below shows the position of sundry debtors at the t­
end of the 3 years };1 p to 1979-80 : 

Pa rticula r" 

Central G over nmen r d.:!nan m.erits 
'taie Govern ment deµartments 
tate Corpor~1 ti o"n s 

Private partie-., 
Other~~ 

19 77-·78 1978-79 1979-SU 
(Ru pees in

1 
\ak h ) 

67.56 69.20 72.63 
76.61 79.27 80. 58 
16.61 14.35 13.32 

3.6 1 3.61 6.30 
0.02 0.07 ;0 .01 

--- -
164.4 1 166.50 17.2 .90 

- --
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The year-w ise analysis of debtors was not available with the 
Corporat ion. 

) Notable cases of ou tstanding dues are g iven below : 

Name of Na me of the party Amount Period Remarks 
the region (~upees 

Jn 
it lakhs) -... 

Lucknow A Government of India 1.74 March 1973 Dispute regard-
undertaking to ing payment 

March 1976 of detention 
charges 

Tanakpur Defence Department 13.00 Up to For want of 
March transport Jll-

1976 dent, warrant 
number, etc. 

Varanasi District Magistrate, 2.33 Rs. 0.47 lakh Visit of VIPs 
Varanasi since May 

1973 

..JI..- Nainital U. P. State Electricity 0.89 1948 to 1972 For supply of 
Board petrol, details 

fl · 

, 

demanded by 
the Board 

Nainital and Posts and Telegraphs 18.00 Prior to For mai l ser-
Tanakpur Department March vices ; dispute 

1979 in rates pay-
ab le 

12. 07 .11. Summing up . '( 

(i) Balances amounting to R s.285. 87 lakhs towards cash 
balances (R s.193. 79 la khs), Depreciation R eserve Fund (Rs.80. 17 
lakhs) and Insurance Reserve Fund (R s. 11 . 9 l lakhs) deposited in 

..atreasuries prior to June 1975 could not be received back by t h e 
-f Corporation d u e to non-reconcilia tion of Corporation fi gures with 

treasuries' figures. 

(ii) As on 3 l st March 1980, the Corporation ·was operating 248 
bank accoun ts. l 

(iii) T he reconciliation of the bank accounts maintained at h ead­
f]UaPLers was in arrears. 

(iv) T here was no system of preparation of cash flow statements 
eith er for controll ing cash flows or (or making management decisions. 
T he Corpora tion h ad also not developed any system !LO monitor 
cash flows. 
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_(~) In 2 regions, th: actual transfer of funds from depot 
collect10n accounts to reg10nal collection accounts during 1978-79 
and 1979-80 was 60. 2 jJer cent and 47. 6 jJer cent respectively of 
the transfers due. 

(vi) At Kais:ffbagh depot of Lucknow region where special 
arrangements for remitting the depot collections were made, the 
transfer of funds aggregating Rs. 87. 79 lakhs to the regional 
collection account took 8-18 days during 1979-80 against the pre­
scribed bi-weekly transfers. 

(vii) Even in the ~ase of local transfers (rom the depots / bus 
station collection accounts to the regional collection account the 

time lag ranged lrom 2 to 15 days in Kaisarbagh and Sitapur depots. 

(viii) There is no procedure ito reconcile the remittances 
sent by the regions to the1 headquarters ·with the amounts credited 
by the banks to the headquarters account resulting in larg<::1 amounts 
of the Corporation remaining out of account for long periods. In 

-

24 cases (4 regions) involving Rs. 64. 59 lakhs there was delay (after ~ 
allowing 3 days for transfer) ranging from 31 days to 669 days in 
geLting the credit to the Corporation's account at Lucknow. The 
delay in getting the amount credited resulted in a loss of interest ,, 
oE Rs. 7. 61 lakhs. In l 0 cases (2 regions) involving Rs. 3. 36 lakhs 
transferred between July 1979-February 1980, 1the credits had not 
been received so far (January 1981). The loss of interest in these 
cases works out to Rs . 0. 69 lakh. 

(ix) In 55 cases involving Rs. 206. 79 lakhs premature repay­
mem (ranging from 3-29 days) of loans from Industrial Develop­
ment Bank of India were made. 

(x) The C::orporaLion had availed o~ cash credit during the '-l.. ~ 
years 1977-78 to 1979-80, its headquarters office alone having paid 
Rs . 37. 97 lakhs as interest charges on such cash credit. Howeveir, 
cluri1w the period at times the balances had been lying in operation 
and c~llection accounts of its d ifferent units which could be utilised 
for the reduction of cash credit balances. 

(xi) At Central Workshop, Kanpur interest oE Rs. I. 27 iakhs 
paid to Lhe bank for the period from March 1979 to J~nuary. 1980, 
could have bce11 avoided by utilising the balance available 111 the 
current accounl of the unit. 

I 
'l 
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(xii) The Meerut and Ghaziabad regions invested the surplus 
[uncls in short-term deposits while the headquarters office h ad availed 
of cash credit. Had the Corpora l ion. 1inslead of im·esiting- in short­
lerm deposits, utiliserl the amount in reducing cash cred it ba lance, 
it could h ave saved R s.2. 21 lakhs. 

(xiii) The headquarters office of the Corporation took (Septem­
ber 1978) a loan oF R s.37. 53 lakhs from a national ised bank at 12. 5 
jJer cent per annum while R s. 37 lakhs were invested in the same 
bank in the same month at 3 f?er cent per annum. Again a loan 
of R s. 28.31 lakhs was taken at 12.5 fJer cenf per annum in February 
1979 whi le R s. 30. 17 lakhs were invested in t h e same month for a 
period of 31 days bearing interest at 2.S to 2.75 fJer cent per annum. 
This had resnlterl in an avoidable expe nd iture of R s.0.68 lakh. 

(xiv) The amount r ecoverable from snnclry debtors increased 
from R s. 164. 4 1 lakhs as on 31st M ar ch 1978 to Rs . 172. 90 lakhs 
as on 3 l st March 1980. The year-wise break-up of debtors was not 
available. ,. ~ .. 
12. 08. Other topics of interest 

12. 08 . 01. R ef11nrl. of road. tnx 

' " Road tax in r espect of vehicles is r equired to he paid in advance 
<iuarterly, bu t t<lX refating t·o vehicles remaining off-roacl for a 
minimum perio•l of 3 month c; (reduced to one month with effect 
from M ay 1977') i" refundable provided timelv intimation is g iven 
to the R egional Transnort Officrr (RTO). T h e re~;istration certi­
ficates issued bv the RTO are also r eouired to be su rrcnoered while 

.._. ·" sending· intimat ion reg·arcl in g- the veh icles to be kept off-road. I t 
was, however, ncticed that in m ost of the cases timely intimattion 
:'!bout vehicl es to he kep t o ff-road wac; not sent and rq~·istra tion ceirtifi­
ca tes were e ither n ot surrendered or surrendered verv la te to the 
RTO. As a res1ilt. the Corporn tion could not !!Ct r efund of road 
t;i'< ;i.~g,-e o-Cl l in2" Rs. l . 47 lakhs in r espect of Tln nsi f.11 0 ca,es: hnuarv 
197g_.Julv 1979). Gorakhnur (4 7 cases : Aoril 1977 to Fcbruarv 
1979) and M or<:>dabad (2!1 casec;: April 1977 to November 1978) ,.,- - - , 
reg-ions. 

The m atter was reported to tl1e Cornoration /Government m 
May 1980 ; replies were awa i ted (March 1981) . 



186 

J 2 . 08. 02. Comlruction of shops 

I. 

Six shops (for letting ou t as canteen, betel shops, e tc.) were 

constructed (September 1969) at Sarai Aqu il bus station (Allahabad 

region) a t a total cost of R s. 0 . 50 lakh with a view to provide 

refreshm ent fac ilities Lo the passengers. T he shops were so located 
that the passengers could not watch their buses while taking refresh ­

m ent and could not be let ou t despite auction :; held during November 

1969 Lo August 1979 and had been lying vacan t (March 1981). 

The matter was brought to the not ire o r Corporat ion / Govern­

m ent in M w 1980 : repl it>s " ·erelawaited (March 198 1) . 

12. 08. 03. N on-availment of concession in sales tax 

Under the Uttar Pradesh Sales Tax Act, 1948 (as amended from 

26th May 1975) all the offices of a Company, Corporaition or u nder­

taking owned or con trolled by Government, loca ted in the State could 

purcha e goods for their om1 use at a concessional ra te o f sales tax, 

v iz. ~ fJer ren t u p to 30th J une 1975 and 4 per cen t thereafter . T his 
fac il it y \ \"aS to be ava ilable on ly if the concerned undertaking furn ished 

to the suppl icr, a declaration in the p rescribed form obtainable from 

--

.
t' - )I,. 

the Sales T ax Department. r 

During test audi t (May and July 1979) i t was noticed th at th e 

benefit of concess ional rate o r sales tax to the ex ten t of R s.0.45 lakh 

against purchase ma.inly compnsmg spa re parts, gear oil and 
lubricants, etc. was not ava iled or by two regional offi ces of the Cor­

pora t io n at Elawah (January-July 1079: R s. 0 . 26 lakh) and Agra 

(Jul y 1978-March 1979: Rs.0 . 19 lakh). ·' · rt 
!'~. ,j ' 

*- \,..; l "'.. :. 

( 

~. 
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The matter was reported to Corporation /Government in 
August and September 1979; replies were awaited (March 1981) . 

.. 
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