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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to present the Report on their behalf,
present this sixty-second Report on the Rural Electrification Corpo-
ration Ltd., New Delhi.

2. This Report is based on the examination of the working of the
Rural Electrification Corporation Ltd., unto the year ending 31st
Msrch, 1974,

3. The Committee took evidence of the reprcsentatives of the
Rural Electrification Corporation Ltd. on the 21st and 22nd August,
1474, and those of the Ministry of Energy on the 16th September,
1974,

4. The Committee on Public Undertakings considered the Report
at their sitting held on the 15th April, 1975 and adopted the same.

5. The Committee wish to express their thanks to the Ministry
of Energy and the Rural Electrification Corporation for placing be-
fore them the material and information they wanted in connection
with the examination of the working of the Rural Electrification
Corporation Limited. The Committee wish to thank in particular
the representatives of the Ministry and the undertaking who gave
evidence and placed their considered views before the Committee.

NEw DELHI; NAWAL KISHORE SHARMA
April 21, 1975. ' Chairman,
Vaisakha 1, 1897 (S). Committee on Public Undertakings.

(vii)



INTRODUCTORY
A. Background

1.1, The era of electricity in India began in 1897 when the first
ever electric station in the country was set up in Darjeeling. For
many years, however, the availability of eleciric power remained
confined to a few urban and industrial pockets and as the genera-
tion, transmission and distribution was mostly controlled by private
companies and as the returns on investments on rural electrifica-
tion were low, little attention was paid to take clectricity to the
villages where 80 per cent of India’s population lived. The result
was that in the year 1947 out of 5,60,000 villages in the country,
hardly 1500 villages|towns of less than 10,000 population had the
benefit of electric supply.

1.2. It was only after independence when the responsibility for
power generation, transmission and distribution was taken over by
the Government and State Electricity Boards were formed with the
enactment of the Electricity Supply Act, 1948, that rural electrifica-
tion began receiving some degree of attention. Even so, the progress
remained tardy for many years on account of paucity of resources
and a relatively low priority for rural electrification. Thus until the
close of the Second Plan, only a little over 25,000, out of a total of
5,60,000 villages could be electrified. The need for stepping up the
pace of these programmes was recognised only during the Third
Plan. Even though the emphasis was then more on village electrifi-
cation rather than stimulating rural production, the Third Plan paid
special attention to the establishment of bLasic framework for the
development of more comprehensive rural electrification programme.
It was, however, only in the latter half of the Sixties when successive
droughts and consequent food shortage brought home the need .for
massive exploitation of ground water resources for increasing agri-
cultural producton that the urgency for an accelerated programme of
rural electrification came to be more widely recognised.

1.3. The question of an accelerated programme o1 rural electrifi-
cation was considered by the All India Rural Credit Review Commit-
tee (1966—69), set up by the Reserve Bank of India in the context
of planned programmes for increased agricultural production. The
Committee came to the conclusion that a massive programme of rural
electrification was essential for the further development of agricul-
ture in India because the “new strategy” based on high yields and



multi-cropping implied year round irrigation of which a large part
would have to come from ground water, lifted by electrical power.
That Committee recognised the fact that a major hurdle in the imple-
mentation of an aceelerated programme for rural eiectrification was
the paucity of resources with the State Electricity Boards. Moreover,
on account of the scattered consumption centres and poor load factor,
rural electrification being by its very nature not adequately remune-
rative, it felt that it was necessary that the additional funds should
be given in such a manner that the schemes implemented with them
did not further weaken the financial position of the State Electricity
Boards. That Committee therefore proposed financing of rural elec-
trification with the help of grants from USAID funds and matching
contribution from the Central Government so that concessional terms
of finance may be available to Electricity Boards. For maintaining
and operating this special fund that Committee recommended the
creation of an autonomous body under the Ministry of Irrigation
and Power,

The Government accepted the recommendation of the Rural Cre-
dit Review Committee and set up the Rural Electrification Corpora-
tion as a Government company under the Companies Act, 1956 and
was registered on July 25, 1969.

B. Objectives

1.4. The main objects of the Corporation as laid down under its
Memorandum of Association are as follows:—-

(i) to finance rural electrification schemes in the country;

(ii) to subscribe to special rural electrification bonds that may
be issued by the State Electricity Boards on conditions to
be stipulated from time to time;

(iii) to promote and finance rural electricity cooperatives in the
country;

(iv) to administer the moneys received from time to time from
the Government of India and other sources as grants or
otherwise for the purpose of financing rural electrification
in the country in general.

1.5. The Corporation’s charter provides that the Central Govern-
ment may issue such directives as it considers necessary to the Rural
Electrification Corporation (REC) in regard to the conduct of its
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affairs. Under these powers the Governmen: of India have issued
a set of directives requiring REC to: —

(1) establish sound policies and procedures for consideration,
approval and implementation of rural electrification
schemes to be financed by it;

(2) develop and apply criteria for establishing priorities as
regards the choice of schemes and the basis of economic
viability; and

(3) adopt a project approach so that extension of electricity
along with other investments results in increased agri-
cultural production in the area.



I

INTER-STATE/REGIONAL IMBALANCES

2.1, Based on the physical, progress made in regard to the villa-
ges electrified upto the end of 1973-74, all the States in the country
have been classified broadly into six groups. Accordingly, the State-
wise percentage of villages electrified as on 31st March, 1969, and as
on 31st March, 1974, have been reported to be as below:—

Percentage of villager
electrified
Category State

As on As on
31-3-74  31-3-69

I. States which have
achieved 1009, rural

electrification . I. Haryana . . . 10000 21°8
II. 75 to 100% . 1. Tamil Nadu . ! . 97:6 67°1
2. Kerala . . . 87-3 72°2
IIL. 50 to 75% . I. Punjab . . s8-0 420
IV. 25 to 50% 1. Karnataka , . R 48-0 275§
2. Maharashtra . . 47°2 263
3. Andhra Pradesh , . . 37'8 200

4. Himachal Pradesh . 266 ..
5. Gujarat . . . 30°5 15°4
6. Uttar Pradesh . . 261 11°6
V. 6to 25% . . . 1. Jammu and Kashmir , . 21°2 93
2. West Bengal e e . 22'6 64
3. Orissa . . . 18-5 1'7
4. Rajasthan , . . . 17°9 64
5. Nagaland ., . . . *16°7 50
6. Madhya Pradesh . . 14'8 38
7. Bihar c e e 144 9'3

8. Manipur . . 11°5 .
VI. Below 6% . . 1. Assam . . . . 52 1'4

2. Meghalaya . . . 341
3. Tripura . . . . 21

Union Territories . . 22'9 16'0
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2.2. The All-India average of villages electrified was 27.8 per
cent in 1973-74 as against 13 per cent in 1968-69.

Region-wise progress of villages electrified as at the end of the
Fourth Plan is indicated in Appendix—I.

2.3. From'the table above it will be seen that against the all-
India average of 27.3 per cent, the States of Assam Meghalaya and
Tripura have even less than 5 per cent of the villages electrified.
There are 9 other States where the number of villages electrified
is below the national average. Nine States are above the national
average. Out of these, three States namely, Haryana, Kerala and
Tamil Nadu have either 100 per cent rural electrification or are
poised to attain the goal soon.

2.4. A Committee of Members of Parliament on Rural Electrifi-
cation was set up in pursuance of the recommendation of the in-
formal Consultative Committee of Members of Parliament for the
Ministry of Irrigation and Power at its meeting held on 5th March,
1968. That Committee submitted their Report in July, 1972. In
regard to regional imbalances the Committee inter alia observed as
follows:

“While intensive efforts have been made in some of the back-
ward States during the last few years, the backward
States as a whole continue to remain backward since pro-
gress of rural electrification has also been accelerated in
the advanced States. The all India average percentage
of villages electrified increased by 9.05 during the period
1966—71 but in backward States, except for Uttar Pra-
desh, the percentage increase has been below this figure.”

2.5. During evidence, the Managing Director of the Corporation
conceded that there was considerable disparity in the present level
of electrification in various States, because in the earlier years in-
vestments were not made in rural electrification by certain States.

2.6. The Committee enquired whether the recommendations of
the Committee of Members of Parliament had been implemented.
The Secretary of the Ministry stated that the recommendations of
this: Committee had been very carefully considered and accepted
and that action had also been taken for their compliance.

2.7. The Committee desired to know as to why the economi-
cally backward States still continued to remain backward in elec-
trification, and whether the REC had drawn up any special schemes
to see that those areas were electrified.
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In a written note the Committee were informed that the lack of
desired levels of investment on rural electrification programmes,
lack of adequate investment in the backwaril regions on electrifi-
cation in the earlier years and consequently, inadequacy of the
transmission and sub-transmission lines in those areas were the
main contributory factors responsible for the economically back-
ward States lagging behind in electrification. The network to the
extent it had been laid was mainly for supplying industrial load in
areas or parts of States where industries happened to get concen-
trated and for urban metropolitan areas in the States. In the
States where industries and consequently urbanisation were more
evenly spread rural electrification facilities were also extended to
that extent. Another factor was stated to be the unattractive
financial returns on investments in rural electrification owing to
low consumer density and poor load factor of rural loads. Cons-
traints on the availability of ground water as well as on other
physical resource base for economic development in certain regions
were also stated to have contributed to the regional imbalances.

2.8. The Committee enquired as to what action was being taken
by the REC to ensure that financial considerations do not stand in
the way of large scale rural electrification specially in backward
States. It was stated that the loan policies of the Corporation had
been attuned to help reduce the imbalances within the constraints
of their own resources. The salient features of the loan policies

designed to encourage elcctrification of backward arcas are stoted
to be as follows: —

“(i) In order to qualify for loan assistance from REC, the
Schemes are required to achieve certain net minimum
return on investment at the end of a specified period.
But in the case of rural electrification projects located
in areas which are backward in rural electrification the
return on investment at the end of a specified period.
Thus in these cases the stipulated minimum return on
investment is required to be achieved only at the end of
20 years as compared with 15 years prescribed for pro-
jects relating to advanced areas. Again a further rela-
xation of another 5 years is allowed in case of projects
relating to specially under-developed areas. @ Thus in
such cases, the minimum return is required to be achie-
ved only at the end of the 25th year.

Besides, the Corporation has also extended softer terms and
conditions for the loans in respect of projects in back-
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ward and specially underdeveloped hill, tribal, desert
and such other areas in the matter of rates of interest
and period of repayment.

Secondly with a view to enabling more rapid electrifica-
tion of the areas where the existing network of trans-
mission lines is not sufficiently large, the Corporation
has been extending, in suitable cases, special loans for
transmission lines and connected sub-stations. While
sanctioning loans under this category the Corporation
has been ensuring that these primarily cater to rural
loads.

The Corporation has created a Special Development Re-
serve, one of the objects of which is to provide Iloan
assistance to the State Government for providing cap-
tal subsidy to the State Electricity Boards for the
schemes of rural electrification in such areas where the
schemes do not measure up to the prescribed criteria of
viability for attracting loan assistance from the Corpo-
ration. With the corresponding reduction in the debt
servicing burden, as a result of the subsidy, these
schemes would yield the stipulated return and become
eligible for loan assistance from the Corporation.

In August, 1973, a Regional Office of the Corporation has
been opened at Calcutta which renders necessary assis-
tance and guidance to the State Electricity Boards in the
Eastern Region in formulation of projects. Such assis-
tance would considerably minimise the need for return-
ing the schemes to the State Electricity Boards for re-
vision etc. and thus speed up the sanction of loans by
REC. More regional .offices are proposed to be estab-
lished shortly.”

2.9. The Corporation had been disbursing the first instalment

of loans in advance to help the State Electricity Boards to mobilise
the construction equipments, materials etc. for implementing the
projects sanctioned by the Rural Electrification Corporation.

2.10. Asked whether the criteria for sanctioning the schemes on

the basis of their economic viability had in any way hindered the
process of rural electrification it was stated as follows:

“The norms of viability required to be satisfied by the

schemes, have been prescribed by the Corporation.
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Keeping in view the conditions obtaining in different
areas, suitable relaxations have been allowed in respect
of the areas where the schemes are not expected to
measure upto the normal criteria of viability. With ‘the
relaxations in the norms of viability and the liberalised
terms and conditions of loan, it is expected that financial
considerations of viability will not stand in the way of
large scale rural electrification in backward States which
possess potential for increased production.”

2.11. In a written note the Ministry informed the Committee
that the Rural Electrification was being taken up as an essential
component of the Minimum Needs Programme in the Fifth Plan
in order to supplement the resources of the backward States and
to ensure that during this period at least 30 to 40 per cent of the
rural population in these States would be covered by this facility.

2.12. It was further stated that most of the States which were
backward in the matter of rural electrification were in the FEastern
Region. The Government constituted a Committee in January, 1974
to examine in detail the reasons for slow progress of rural electrifica-
tion in this region. The Government assured that more efforts
would be made to reduce the regional imbalances in accordance with

the recommendations of this Committee contained in their report,
when received.

2.13. The Committee were also informed that of the 618 rural
electrification projects sanctioned by the REC upto 31-3-1974, 18
were for special transmission lines and sub-stations and 22 for sys-
tem improvement. Of the remaining 578 projects which were for
electrification of selected areas, 278 were for ordinary advanced
areas (OA category), 211 for ordinary backward areas (OB cate-
gory), 56 for specially under-development areas (SU category), 5
for cooperative projects (OC category) and 28 for mini projects for
growth centres etc. When pointed out that there were only 267
schemes for backward areas, ie. only about 50 per cent, the Secre-
.tary of the Ministry of Irrigation and Power stated that the schemes
for backward areas were 295 which was more than 50 per cent and
that number of 267 did not include the mini project schemes. He
added that the amount sanctioned for these 295 projects was
Rs. 138.70 crores out of total sanstion of Rs. 271 crores.



2.14. When asked whether Government could not change the
pattern and divert more money to the backward areas, the Secretary
of the Ministry stated that the trend in the 5th Plan would be pre-
dominantly in the backward areas. Under the minimum needs pro-
grammes generally, the States which were above the all India
average level, would not get anything. In the 5th Plan efforts

would be made for allocating funds and removing inequalities in the
development of backward areas.

2.15. It was further stated that for the period of the 6th Five
Year Plan a sum of Rs. 1098 crores was proposed to be spent for
rural electrification in the country. Out of this Rs. 672.33 crores
would be routed through the REC including Rs. 272.33 crores to be
utilised under the MNP for sanctioning schemes in backward States.
The balance of Rs. 400 crores would be utilised for normal schemes
of the Corporation which would also provide for rural electrifica-
tion partly in backward areas under their OB and SU Categories.
It was expected that such specific substantial provision would accele-
rate the rural electrification work specially in backward States.

2.16. Regarding the construction of transmission lines required
in the backward States, the Ministry stated that special efforts were
being made by the Centre to assist the States in the procurement of
the line materials like steel, cement, insulators and aluminium
which were in short supply in the country. Besides, the Corpora-

tion also sanctioned loans for transmission lines generally in back-
ward areas.

217. In their Report on Rural Electrification submitted as early
as July, 1972 the Committee of Members of Parliament cautioned
that ‘even though good progress had been maintained in rural electri-
fication during the Fourth Plan period, the level of achievement
among the backward States would be less than that of other States’.
The Committee regret to note that in spite of this observation, the
backward States as a whole still continue to remain as such. As
many as 9 States which were below All India average in 1969 con-
tinued to remain below the All India average at the end of 1973-74.
The North-Eastern Region, particularly the States of Assam, Meg-
halaya and Tripura have remained most backward in the matter of
rural electrification, the lowest being Tripura with only 2.1 per cent
of villages electrified against the All India average of 27.31 per cent.

398 LS—2
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2.18. The Committee are informed that out of a total number of
578 projects sanctioned, 295 projects pertain to backward States. Out
of the total sanctioned amount of Rs. 271 crores, the amount sanc-
tioned for backward States is only Rs. 138.78 crores.

219. The Committee apprehend that if the present pattern of
allocating a little more than 50 per cent of the funds at the disposal
of the Corporation to be backward States be continued, there is
every likelihood of the backward States continuing to lag behind in
the matter of rural electrification.

The Committee feel that there should be judicious apportionment
of the investments between the developed and the under-developed
areas keeping in view the constraints. The Committee further re-
commend that a comprehensive time—bound programme laying
down definite annual targets should be worked out by the Corpo-
ration to ensure that the backward areas progress faster of physi-
cal resources and capabilyities for execution,

The Committee were informed that in the Fifth Plan, rural
Electrification was being taken up as an essential component of the
minimum needs programme and the target of covering at least 30
to 40 per cent of the rural population in the backward states would
be covered with this facility. The Committee also note that in order
to accelerate the pace of progress in rural electrification in back-
ward areas, the Corporation has taken a number of steps namely—
sanction of loans on softer terms and conditions payable in longer
period, grant of special loans for transmission lines in such areas,
creation of special Development Reserve for providing capital sub-
sidy to the State Electricity Boards, opening of regional office of the
Corporation in Calcutta to help the Eastern States in the formla-
tion of projects and relevation in the standard of economic viability
for schemes in these areas.

The Committee hope that with these steps the position with re-
gard to rural electrification in backward areas would improve. The
Committee would however, like to stress that Government|Corpora-
tion should ensure that there is no slippage in the targets laid down
for the Fifth Five Year Plan.

2.20. The Committee urge that financial, physical and technical
resources should be made available on priority basis for execution
of the electrification programmes in backward areas/States.

221. The Committee also recommend that the Corporation
should ensure that the resources placed at their disposal are pro-
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perly utilised and the targets set for rural electrification are achiev-
ed. Government should ensure that the detailed targets and achieve-
ments in this behalf are also specifically brought to the notice of
Parliament through Annual Plans and Reports of the Ministry/
Undertaking,



I

FINANCING AND EVALUATION
OF PROJECTS

A. Procedure and criteria for sanction of loans,

3.1. The principal function of the Corporation is to extend fin-
ancial assistance to the State Electricity Boards and rural electric
cooperatives for the implementation of the approved rural electrifi-
cation schemes and for subscription to rural electrification bonds

floated by the State Electricity Boards in respect of the projects
sanctioned by the Corporation.

3.2. In the directives issued by the Government under Article
126 of the Articles of Association of the Rural Electrification it has
inter alia been stated that the Board of Directors of the Corpora-
tion will establish sound policies and procedures for consideration,
approval and implementation of Rural Electrification Schemes based
on the criteria of economic viability. For providing financial assis-
tance, appropriate stipulations will be laid down by the Corporation

in regard to the technical, economic, financial and managerial sound-
ness of each scheme.

It has also ben laid down in the directives thot while selecting
the projects submitted by the State Electricity Boards a “project
approach” will be generally adopted so that extension of electricity
along with other inputs etc., results in increased agricultural pro-
duction, Economic viability of a scheme will mean prospects of
sufficient revenue from sale of electricity to rural users to cover ope-
rating costs and an appropriate return on investments, provided that
in economicaly backward areas with future agricultural potentiol,
this requirement may be waived for a short initial period not ex-
ceeding 5 years. The willingness of the farmers to invest their own

resources in rural electrification is also one of the factors for counsi-
deration of schemes to be financed.

It has been further stated that the Corporation should support
the efforts of the SEBs to raise resources in the form of debentures
from the rural areas. The Corporation may also use its finances to
advance loans to Rural Electric Cooperatives for construction costs

12
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plus operation and maintenance costs untill the schemes become self-
supporting. The Corporation may also consider providing loans on
suitable terms to the Cooperatives with a view to encouraging the
co-operative type of organisation for distribution of electricity in
rural areas.

With regard to the question of security for the loans, the Gov-
ernment’s directives require that in seeking appropriate security for
its loans, the Corporation should ensure that the ability of the SEBs
to raise loans from the State Governments, the L.I.C. of India and
other sources is not jeopardised thereby. It has been stipulated
that the loans given by the Corporation to the State Electricity

Boards should be guaranteet fully by the concerned State
Governments

3.3. In pursuance of the directives, the Corporation has deve-
loped in January, 1970, certain norms of viability and terms and
conditions of loans and also laid down the criteria for classifica-
tion of areas, after discussion with the State Governments and
State Electricity Boards. Accordingly the areay were initially
categorised as “backward areas” and ‘“other areas” for purposes of
formulation of schemes. Preferential terms and conditions
were stipulated for backward areas compared with those for other
areas.

3.4. The various State Electricity Boards formulate schemes
for the consideration and approval of R.E.C. keeping in view the
criteria issued by the R.E.C. in this regard. The schemes design-
ed to promote agricultural production are given primary impor-
tance. It is, however, recognised that all areas do not have the
same agricultural potential, for example, hill areas, or remote areas.
In such areas the criterion adopted is the combination of agriculture,
forestry, and rural industries. In all such cases, the primary object-
tive is the productive character of the schemes and secondly, the
economic viability of the schemes.

3.5. The schemes received from the SEBs are scrutinised and
appraised through field visits by the technical staff of the Corpora-
tion before the finances are made available.

B. Categories of Loans

3.6. The Corporation has categorised the loans according to the
rural electrification schemes depending on the areas proposed to be
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developed. The various types of schemes and loans therefor are
indicated below:

S1. No. Category of scheme and loan therefor Cede No.
1, Ordinary AdvancedAress , . , . . . . . (0A
3. Ordinary Backward Areas . . . . . . . (0B)
3. Ordinary Cooperatives, . . .. . . . . . ©O
4. Special Under Developed Areas (Hill, Tribal, desert, etc.) ., (SU)
§. Special “Transmission . . . R . . . . . (ST)
6. Spacial : System Improvement o . R . . . (SS)
7. Mini: Growth Centre . . . . . . . . (MG
8. Mini: Health Centre , . R . . . . . .  (MH)

The Corporation has also introduced another category of loan
to cater to the needs of the under-developed areas where special
terms, conditions and criteria are applied. The loan is named as
Minimum Needs Programme (MNP).

Yet another category recently added to the list of loans by REC
has been termed as ‘potential Project Area Loan’. This loan can be
made available for the electrification of the area without delay in
case the project is adjudged potentially suitable to yield immediate
or proximate production.

3.7. The Corporation has also been sanctioning special loans for
the electrification of Harijan Bastis. But now electrification of such
Bastis has been made an integrated part of the schemes approved
by the REC for development of particular areas.

3.8. Inclusive of the flve rural electric cooperative projects, but
excluding the Special Harijan Basti loans, the Corporation has upto
the end of 1973-74, sanctioned loans amounting to Rs, 300.65 crores
for 618 rural electrification projects in 18 States. (Vide statement
at Appedix II). These projects are phased over a period ranging
upto 5 years. Of these 618 projects, 18 are for Special Transmis-
sion Lines and Substations (ST category) and 22 are for System
Improvements resulting in redutcion of line losses (SS category
Both these categories together account for total loans amounting
to Rs. 15.24 crores. The remaining 578 projects which account for
loans amounting to Rs 285.41 crores are for electrification of select-
ed areas. On completion, these 578 projects envisage electrification
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of 558,383 irrigation pumpsets, 89,436 small industrigs, 20,03.512
domestic and commercial connections and 3,24,950 street lights in
52,990 villages. 278 of these projects are for Ordinary Advanced
Areas (OA category), 211 are for Ordinary Backward areas (OB
category), 56 are for Specially Underdeveloped area (SU category),
5 are cooperative rural electrifiaction projects (OC category) and
28 are Mini Projects for Growth Centres|Health Centres (MG|MH

category).

3.9. The details of loans sanctioned against these categories as
on 31.3.1974 are as under:—

. —

Category No. of Total Loan sanction-
Sectors ed as on 31-3-1974
(Rupees in Crores)
OA . . . . . . . . 278 133-49
OB e e e e e e 211 114,,80
oC . . . . . . . . s 13-08
Mini Projects . . . . . . 28 150
s.u. ., . . . . . . . 56 22'54
ST C e e e e e e 18 11-24
S8 e e e e e 22 4-00
618 300° 6§

3.10. The actual disbursements of loan instalments upto the end
of 1973-74 amounted to Rs. 161.87 crores, vide Statement at Appen-
dix III. The balance amount of commitment in respect of the loans
sanctioned has been carried over for disbursement during the Fifth

Five Year Plan period.

3.11. The details regarding physical programme envisaged in
respect of the projects financed by the Corporation as on 31.3.1974
are indicated in Appendix—IV.

3.12. In addition to the above mentioned loans, the Corporation
sanctioned loans amounting to Rs. 3.87 crores for financing 75 pro-
jects regarding electrification of Harijan Bastis in 14 States upto
the end of 1973-74 under a speical scheme of the Government of
India. These loans were aimed at electrification of 8617 Harijan
Bastis adjoining the already electrified villages and provision of
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49523 street lights in these Bastis. The work in respect of which
these loans were sanctioned were phased for completion over a
period of one year from the date of commencement. The State

Electricity Boards drew loans amounting. to Rs, 2.51 crores upto
81st March, 1974 for these projects.

3.13. RJegarding the pattern of financing the schemes, the Secre-

tary of the Ministry of Irrigation & Power informed the Committee
during evidence thus:—

“The pattern of financing has been such that the first instal-
ment of the loan has always been given as an advance
and, thereafter, before the second and third instalments
the degree of progress achieved is taken into consideration
(because a certain degree is anticipated for each scheme)
and, depending on the stipulated phasing and progress
achieved, the second and third imstalments are given.
That is why, while the sanction has been over Rs. 300
crores, the disbursement has been only Rs. 162 crores.

Here, I would like to mention that, taking into account the
directives issued by the Government from time to time,
it is not a stereo-type pattern that the REC has been fol-
lowing. The economic viability and productivity criteria

are dependent on the areas for which the scheme has
been formulated.”

3.14. Asked about the action taken by Government where a parti-
cular project of rural electrification could not be completed due to
one reason or the other stating whether the matter was taken up with
the State Electricity Boards and the State Government concerned
to remove the bottleneck etc. the Ministry in a written reply stated:

“The Rural Electrification projects financed by the Rural
Electrification Corporation Ltd. are phased for completion
over a period ranging upto five years. The release of
second and subsequent instalment of loan is tied up with
the achievement of physical performance targets by the
State Electricity Boards. Thus, there is an inbuilt safe-
guard in the scheme of financing itself to ensure better
implementation of projects by the State Electricity
Boards. The Rural Electrification Corporation Ltd. has
also introduced a system of monitoring of the project
works. The progress of the projects is watched by perio-
dical inspections. Wherever the monitoring studies have
revealed that the progress has not kept pace with the



17

schedule of implementation in respect of one or the other
aspect, the Corporation has initiated suitable measures

to improve the position for the achievement of the rele-
vant targets.

The progress position of the projects in general has also been
examined on occasions in the Ministry, In cases of rela-
tively slow progress, the matter has been taken up by
the Union Deputy Minister with the concerned Chief
Ministers. This has helped in expediting the progress.”

3.15. Out of the 80 schemes sanctioned during 1969-70 and 1970-
71 for which second instalments amounting to Rs. 1248.791 lakhs
only were due in 1971-72, Rs, 12.140 lakhs in respect of one scheme
only has not been released as yet. Second instalments amounting to
Rs. 1783.996 lakhs in respect of 100 schemes sanctioned during 1971-72
were due for payment. The amounts have been released in 71 cases
leaving 29 cases for which payment to the extent of Rs. 614.602
lakhs is due. For the 194 schemes sanctioned during 1972-73, second
instalments amounting to Rs. 2885.429 lakhs were due for release.
Out of this, Rs. 1864.863 lakhs for 124 schemes is still to be released.

Thus in all second instalments amounting to Rs. 2491.605 lakhs
for 154 schemes are yet to be released. This of course does not in-
clude Rs. 2415.924 lakhs in respect of 224 schemes sanctioned in
1973-74 for which the 2nd instalments are due in 1974-75.

3.16. Out of these 154 cases, Rs. 162.961 lakhs for 10 schemes
would be released soon after the State Electricity Boards comply
with certain legal formalities. It has not been possible to release
the money in other cases as detailed in the statement at Appendix
V, mostly because the performance of the schemes, has not been
considered adequate for the purpose.

3.17. The main reasons advanced for the shortfall in the disburse-
ment of loans are stated to be as follows;

(i) Failure of some of the State Electricity Boards to submit
the necessary loan documents in time.

(ii) Failure to achieve the prescribed level of physical perfor-

mance in case of certain projects and consequently non-
drawal of second and subsequent instalments of loan.

(iii) Lack of response from the State Electricity Boards which
delayed the sanction of loans by the Corporation and

consequently the disbursements, i~ case of Harijan Basti
Loans.
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3.18. The Committee note that in pursuance of directives of the
Government, the Corporation developed in January, 1970 certain
norms of viability and terms and conditions of loans and also laid
down the criteria for classification of areas. Preferential terms
and conditions have been stipulated for backward areas compared
with those for other areas. The schemes received from the Electri-
city Boards are accordingly scrutinised by REC before loans for the
same are sanctioned. Depending on the areag proposed to be deve-
loped, the Corporation has also categorised the loans under 8 heads.

3.19. The Committee also note that upto the end of 1973-74 the
Corporation has sanctioned loans under these categories amounting
to Rs. 300 crores for 618 rural electrification projects, in 18 States.
These projects are phased over a period ranging upto 5 years.
Against this the actual disbursement of loan instalments amounted
to Rs. 162 crores. The main reasons for the shortfall in disburse-
ment of loans are stated to be the failure of the Electricity Boards
to submit the necessary documents in time and failure to achieve
prescribed level of physical performance and consequent non-
drawal of second and subsequent instalments of loans. The Com-
mittee find that as on 15th November, 1974 second instalments
amounting to about Rs. 25 crores for 154 schemes out of 374 schemes
sanctioned during 1969-70 to 1972-73 were yet to be released. Out
of these 154 schemes, 16 pertain to Bihar State, 10 to Karnataka,
14 to Madhya Pradesh, 11 to Punjab, 13 to Rajasthan, 19 to Uttar
Pradesh and 17 to West Bengal which together account for about
Rs. 21 crores.

3.20. The Committee are informed that the pattern of financing
has been such that first instalment of loan is given as an advance
and thereafter before the second and third instalments are due,
the degree of progress achieved is taken into consideration and de-
pending on the stipulated phasing and progress achieved the second
and third instalments are released. The release of second and sub-
sequent instalments of loans is thus tied up with achievements of
physical perfomance targets by the State Electricity Board.

The Committee feel that unless and until the State Electricity
Boards which are to execute the programmes of .rural electrifica-
tion realise their responsibility for fulfilling the targets expected
of them according to the terms and conditions and submit the ac-
counts for the utilisation of the loans, it will be difficult for the
Corporation to achieve the envisaged targets for rural electrification.

3.21. The Committee find that except in a very few cases where
legnl formalities are yet to be completed in othor cases the reasons
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for non-drawal of second instalments were mostly due to inade-
quate service connections and inadequate lines and sub-stations.
The Committee recommend that the Ministry/Corporation should
take up the matter regarding inadequate service connections, lines
and sub-stations with the concerned State Governments/SEBs te
ensure that the progress of rural electrification schemes is not held
up for want of service connections and sub-stations.

3.22, The Committee are also informed that the Corporation has
introduced a system of monitoring of the project works and where-
ever it is revealed that the progress has not kept pace with the
schedule of implementation in respect of one or the other aspect,
the Corporation takes suitable measures to improve the position
for the achievement of the relevant targets.

3.23. The Committee recommend that the Ministry should take
up the matter with the State Governments so that they may ensure
that the SEB’s gear up their machinery to the tasks of achieving
the targets and submission of accounts in time in order to utilise
the funds sanctioned for the schemes. The Committee need hardly
stress that the non-drawal of second and subsequent instalments
by the SEBs inevitably leads to blocking of the finances already
advanced to SEBs also the projects remaining incomplete. The
Commiittee, therefore, suggest that the Corporation should critically
go into the reasons for non drawal of second and subsequent instal-
ments and take suitable measures to assist the SEBs in overcoming
their problems.

3.24. In cases where the State Electricity Boards draw the first
instalment of the loan for a specified rural electrification scheme,
but do not follow up with submission of the requisite information
and documents for drawing subsequent instalments, the Corporation
should make sure that the amounts have not been diverted by the
State Electricity Boards for other purposes. The Committee would
like to stress that all those schemes which are taken up for imple-
mentation and for which part monies have already been drawn
should be completed as per time-bound programme so that the
objectives underlying them are achieved at the earliest and re-
sources are generated to pay back the loans.

C. Availability of Finances

3.25. The Corporation entered into an agreement dated Ju-l_v 26,
1969 with the U.S, Agency for International Development in re-
gard to the constitution of the special fund that the Corporation 13
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to administer. Under this agreement, the U.S. AID agreed to pro-
vide during the Fourth Five Year Plan period a grant of Rs. 105
crores against a matching contribution by the Government of India
as equity or loan to the extent of Rs. 45 crores in the ratio of
70 (AID); 30(G.O.I) The outlay was subsequently raised and the
total resources available to the Corporation during the Fourth Five
Year Plan period amounted to Rs. 171 crores as detailed below:—

(Rs. in crores.)

I. Contribution from the Govt. of India.

Bquity ., . ., . . . . 3100
Loan ., . ., . . . . 3100 62:00
II. US AID , 10500
III. Internal resources 4'00
171-00

Besides the Government of India also made available to the Cor-
poration, under a special scheme funds amounting to Rs, 4.50 crores
for financing the electrification of Harijan Bastis.

D. Constraints/Difficulties of REC

3.26. The Managing Director of REC brought to the notice of the

Committee that one of the constrainsts which the REC is facing is
about finance.

The Government (Ministry of Finance) had placed a sort of
ceiling to the effect that the Corporation should not sanction sche-
mes worth more than Rs, 300 crores during the 4th Plan. From
the Annual Report of the Corporation, for 1973-74 it is seen that
“with the loan sanctions in the aggregate having reached Rs. 226.45
crores as at the close of 1972-73, the sanctions during the year 1973-74
had in the circumstances to be limited to about Rs. 74 crores”.
The Committee were informed in this regard as follows:—

“But for that ceiling, the schemes in the Fourth Plan would
have been more and, certainly, in the light of the recom-
mendations of the various Committees there was a case
for a larger provision in the Fourth Plan, but this is a
matter in which, for various considerations of finance
and policy, they had decided on the restriction so as to
avoid a larger spill-over in the Fifth Plan. So, you
might perhaps call this one of the constraints.”
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3.27. The Managing Director further stated that another con-
straint was the change in the whole pattern of financing the Cor-
poration in the Fifth Five Year Plan. In the Fourth Plan, the
Corporation was to get an amount of Rs. 105 crores from the US
AID and a counter-part amount from the Government in the form
of 50 per cent equity and 50 per cent loan. That was said to be a
favourable pattern of financing the Corporation as it enableq REC
to give loan on a very concessional rate of interest to the backward
areas, especially the under-developed areas. In the Fifth Plan,
according to the Corporation, the whole pattern changed and bulk
of the resources has to be raised from loans with the exception of
a small part which is to come as equity from Government. Gov-
ernment loans carry the normal rate of interest of 6.75 to 7 per cent.
Some of the resources have to be raised through debentures or
bonds and they will also bear a similar rate of interest. The Manag-
ing Director stated during evidence that when the Corportion was
getting money at this rate of interest, the Corporation being a
lending institution will not naturally be able to extend the conces-
sions which it was giving earlier. The Managing Director, however,
assured that the differential rate of interest between the advanced
areas and backward areas would still be maintained but he inform-
ed the Committee that in absolute terms the rate of interest of
the Corporation had gone up from 4 per cent to 6.75 per cent.

3.28, The Committee enquired as to what extent the financial
ceiling in the Fourth Plan affected the main responsibility of ac-
celerating the rural electrification in the remote and backward
areas and in the areas inhabited by weaker section of the society.
The representative of the Corporation stated during evidence that
“if we had more finances we should have more schemes for back-
ward and under-developed areas... By our restricting the program-
me to the ceiling obviously the backward areas also suffer. By
implication, it has automatically affected fhe weaker areas.”

3.29. Asked as to what should have been the amount allotted for
the Corporation and what was the assessment of the other plans
& needs of the Corporation, the representative of the Corporation
stated, “the needs are very much larger than the resources avail-
able and we have not made an estimate of that nature but takiaz
the recommendations of the Prasad Committee, which they have
made for the backward States, they should have allowed us to sanc-
tion schemes worth about Rs. 350 crores for our schemes.. .we would
have sanctioned another Rs. 50 crores as well for the projects.”

3.30, The Committee enquired about the programme for the Fifth
Plan and whether any schemes have been drawn up for the fitth
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plan, The representative of the Corporation stated that including
the Minimum Needs Programme, the Task Force on rural electri-
fication had worked out a programme of Rs, 1900 crores out of which
50 per cent should come from the REC. This programme had been
linked with other programmes of agriculture like credit programme
for farmers, grant of water and other facilities. The programme
also includes special schemes for transmission etc,

3.31. It has been stated that funds to be made available to the
REC for financing rural electrification schemes according to the
draft Fifth Five Year Plan are as under:—

(Rs. in crores)

Normal REC Programme 400.00
Minimum Needs Programme to be

routed through REC 272.33

: "7672.33

The funds are to be provided to the Corporation as follows:—

1. By the Government of India:
(a) Partly as Equity capital.
(b) Partly by way of direct interest bearing loans.

2. Direct borrowing by the REC from the market.

Full amount of Rs. 272.33 crores under the Minimum Need Pro-
gramme will be provided to the Corporation as direct loan.

Asked whether the Rural Electrification Corporation had brought
the constraints|difficulties faced by it in finances to the notice of
the Government, the Secretary of the Ministry of Irrigation and
Power informed the Committee that the REC had been representing
that in order to sustain a larger programme of rural electrification,
they would like to be provided with larger funds. The Secretary
stated that before the Fifth Five Year Plan was finalised, the ques-
tion of funds was discussed both with the REC and the Finance
Ministry and Rs. 400 crores had been allocated with their own cri-
teria and norms under the general policy directive of the Govern-
ment. In addition, the provision of the Minimum Needs Programme
had been placed at the disposal of REC. He added {hat it was main-
ly a question of financial constraint which was tied up with the
larger question of financial resources.

3.33. The Committee enquired whether in view of the fact that
the allocation of Rs. 400 crores in the Fifth Five Year Plan would
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in terms of physical targets would be much less than what was en-
visaged, the Government would take up with the Planning Com-
mission the question of enhancing the Plan allocation for the REC.
The Secretary of the Ministry stated in reply:—

PN We are here concerned even with much larger qustion—

»  the entire allocation for the power sector. I had earlier
mentioned the estimates in regard to our plans for gene-
ration, transmission, distribution and rural electrification
schemes which were based on certain levels of prices
which existed before this large-scale increas in costs
Therefore, in terms of physical targets to be achieved un-
less the financial resources are augmented in a significant
manner there is a risk of the targets not being fulfilled.
One has got to have a hard look at the Plan provisions
to see how funds could be made available in certain sec-
tors by curtailment in other sectors. We have been taking
it up and it is a continuous exercise. We share the anxiety
that unless the provisions are enchanced in order to
neutralise the effects of price rise the achievement of
physical targets will be curtailed....”

3.34. The Ministry further stated in a written reply that the REC
suggested that they should be allowed a higher amount of Govern-
ment contribution in the shape of equity capital.

While no decision in this regard has so far been taken in the
full Fifth Plan period, .their suggestion to allow them equity capital
and loan amount in the ration of 1 : 1 during 1974-75 has been ac-
cepted.

About the rate of interest the Ministry stated that normal REC
programme loans would be granted to the REC at interest prescrib-
ed by Government for loans to financial institutions in the Public
Sector from time to time. The present rate of interest is 8 per cent

P. a.

Funds to be utilised under the Minimum Needs Programme
would, however, be made available at comparatively lowe rate of
interest. These rates would be at 5.25 per cent for the first ten
years, 5.50 per cent in the next ten years and 6.25 per cent in the
remaining 10 years. The market borrowings would be made by the
REC at the rates of interest permitted by the Reserve Bank  of
India on such borrowings by public undertakings from time to
time.
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3.35. The Committee note that during the Fourth Plan the Gov-

ernment had placed a ceiling that the Corporation should not sanc-
tion schemes worth more than Rs. 300 crores.

3.36. The Committee are informed that even in the Fifth Plan
against the recommendation of tht task force of rural electrification
which envisaged allocation of Rs. 1900 crores for rural electrifica-
tion for which 50 per cent had to come from REC, only Rs. 400
crores has been allocated according to the draft Five Year Plan. The
Committee are also informed that except that Government have
decided to allow tht Corporation equity and loan in the ratio of
1 : 1 during 1974-75, no decision in regard to either about pattern
of financing or about the enhanced allocation of funds to the Cor-
poration has been taken. The Committee recommend that on the
basis of experience in the Fourth Plan and in the interest of deve-
loping rural electrification particularly in backward and under
developed areas, the Corporation should draw up a comprehensive
plan regarding the sanction of projects. The Committee are inclined
to agree with the views of the Ministry that ‘in terms of physical
targets to be achieved, unless the financial resources are augmen-

ted in a significant manner, there is risk of the targets not being
fulfiled.’

The Committee are informed that the Corporation had not made
an estimate of their needs during the Fourth Plan although ac-
cording to them they could have been allowed to sanction schemes
worth Rs. 50 crores more. The Committee therefore recommend
that Government should on the basis of experience gained in the
fourth plan, consider the feasibility of enhancing the allocation of
funds in the 5th Plan to the REC on the physical targets to be
achieved by them so that inadequacy of funds could not be a plea

for not taking up electrification programmes for backward and
under developed areas.

3.37. The Committee recommend that the Corporation should pre-
pare a realistic plan of their requirements in the Fifth Plan under
the different programmes so as to enable the Ministry to consider
thetr demands for an enhanced allocation. The Committee would
also like Government to take an early decision in regard to the

pattern of providing funds to the Corporation during the Fifth
Plan.
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E. Coordination amongst various Financing Institutions

3.38. At present there are the following five main agencies which
zare financing rural electrification programmes:—

(i) State Governments and|or State Electricity Boards;
(ii) Rural Electrification Corporation Ltd.;

(iii) Agricultural Finance Corporation;

(iv) Commercial Bank; and

(v) Life Insurance Corporation.

3.39. The Chairman of the Rural Electrification Corporation ad-
‘mitted during evidence that “In regard to financial matters, there
is in fact often little coordination between the different financial
institutions, such a3 L.I.C., Banks, etc. which finance SEBs.”

It was further stated that coordination between different finan-
wial agencies with a view to obtaining optimum benefit for the State
Electricity Boards in regard to finances was very necessary. The
Chairman, REC was of the opinion that a comprehensive plan in
the sense of a comprehensive system of coordination, whereby
different institutions were given particular responsibilities was cer-
tainly feasible and should be tried out. He added that in regard
to projtcts concerning transmission lines and various other items,
the LIC and Commercial Banks might be more appropriate agen-
-cies to provide loan assistance. In regard to area programmes REC
was obviously a more appropriate body.

Explaining the point further the Chairman of the Corporation
stated thus:—

“There is another point. In regard to rural electrification, a
large proportion of the funds that are available through
plan resources, is intended for a very cogent reason,
to be applied to area development.While thus a large
.ed villages and scattered pump sets which aannot be
‘on an area basis, we cannot ignore the needs of scatter-
ed villages, and scattered pump sets which cannot be
‘brought under an area project. There the repayment
period could be somewhat shorter because only few
items of investment are involved. The commercial
"banks can finance this kind of investment,

Let us take the three or four components of what is rural
electrification. A well has to be sunk, pump set has t~
purchased, a connection has to be given and *

2398 LS—3.
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Electricity Board is to give the: feeder line: etc. Here therer
are four items. Rural electrification really is a part of
the total process, by which all this is done.

Here again, coordination between the various financial insti-
tutions is extremely important because the well has to be:
financed. The land development bank or the ARC very
much come there. For the service line, part of the expen-
diture is to be met by the cultivator: In some States,
efforts are being made to finance this through the savings:
of cultivators, What I am trying to say is that apart from:
what can be technically described as electrification or
rural electrification and the minimum needs programme,
this process is connected with a' number of other deve-
lopments. These also have to be encouraged. As you have
rightly suggested, Sir, a comprehensive plan should not
only include electrification part, but also the things
which are necessary for the: beneficiary: to get the real
benefit.”

3.40. The management of the Rural Electrification specified the
role of the Corporation vis-a-vis other financing bodies in a note
submitted to the Committee after the evidence as follows:—

“....it is necessary to ensure that investments in rural elec-
trification as a whole are coordinated with a view not
only to avoiding any duplication, but also ensuring that
the investments follow an appropriate project approach
to yield optimum results, The institutions, other than
R.EC, financing rural electrification are the LIC, com-
mercial Banks etc. RET being a specialised financing insti-
tution in the field of rural electrification, is the most ap~
propriate agency to undertake such coordinating role;
and could also provide the Secretariat for such coordi-
nating machinery as well as act as the consultant for
other institutions in the planning and appraisal of sche-
mes of REC financing.”

The Management of the Corporation further stated” in their
note:—

“In the Fifth Plan out of a total of Rs: 1098 crores provided
for rural electrification (including the provision for
MNP), as much as two thirds (which includes the whole
of MNP provision) are to be channalised through REC.
State Plan allocations in most cases. Have beer quite
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meagre and in some there is no provision at all, Addition-
ally substantial assistance is likely to come from com-
mercial banks either directly through the AFC. It is
thus necessary that the deployment of the available re-
sources, is done in a planned manner. both as regards
choice of areas and quantum of investments in the dift-
erent states. It is in this context that in the note (above),
a coordination machinery at the national level under
the aegis of REC has been suggested.”

3.41. The Minister of Engery informed the Committee in a note
after the evidence that the REC had initiated various measurts for
effective coordination between the various financing agencies as
follows:—

“Mutual consultations are accordingly being held between Rural
Electrification Corporation Ltd. and A.R.C. and A.F.C.
as well as between R.E.C. Ltd. and the Commercial Banks
with a view to establishing a proper link-up of the rural
electrification schemes financed by REC Ltd. with the
minor irrigation and similar other schemes financed by
the other lending institutions. Efforts are being made by
REC Ltd. to bring about territorial coordination between
the schemes financed by R.E.C. and the Agricultural Re-
finance Corporation.”

The Ministry further stated that it was necessary that the dep-
loyment of the resources available for rural electrification was done
in a planned manner both as regards the choice of areas and the
quantum of investments in the different States.

3.42. The Committee note that there are various agencies which
are financing the rural electrification programmes, such as, State
Government/State Electricity Boards, REC, Agriculture Refinance
Corporation, Commercial Banks and Life Insurance Corporation.
According to the Chairman of the Rural Electrification Corporation
“there is in fact often little coordination between the different finan-
cial institutions.” in the matter of financing rural electrification
schemes. The Committee are informed that REC has initiated vari-
ous measures for coordination between the various financing agencies,
and efforts are being made by the REC to bring about territorial
coordination between ‘the schemes financed by REC and ARC., The
Commiittee feel that coordination in respect of investments in rural
electrification as a whole is necessary with a view not only to avoid
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any duplication but also to ensure that the investments follow a
uniform project approaéh to yield optimum results. The Commilttee
agree with the Chaitman, REC that there is a need for a compre-
hensive system of coordination whereby difftrent financial institu-
tions are given particular responsibilities in specific fields. The Com-
mittee recommend that Government should consider the feasibility
of setting up a coordinating body comprising representatives of all
the financing agencies including R.E.C, at the national level and
also a similar body at the filled level for ensuring such coordination.

3.43. The Committee recommend that Government should clear-
ly demarcate the respomsibilities of financial institutions in the
matter of financing various aspects of the programme of Rural Electri-

fication so that there is no overlapping/duplication in financing by
different financial institutions.

F. Evaluation of Projects

3.44. The Corporation explained the Project approach and its
advantages as follows:—

“A project based developmental approach is thus inherent
in the financing pattern of REC. The primary objective
is larger production through larger use of power in farm
and workshop. Simultaneously, but secondary the sup-
ply of power in the project area would also extend to
street and homestead. Further, REC ensure—in fa-t, this
is a responsibility enjoined on it—that the projects it
helps a State Electricity Board to take up, do not result
in saddling the Electricity Board with losses or otherwise
weaken the financial position of the Board. It is thus
necessary that the projects which REC finances gencrate
adequate surplus to pay for the posts and give a reason-
able return on the investment. This in turn is possible
only if the rural users are, with the use of electricity able
to earn an adequate incremental income to pay for its
use. A scheme of rural electrification which REC finances

is thus conceived as part of the t>tal developmental
effort in a given area.

Before the REC makes a loan for any project it, satisfies
itself that the project costs are reasonable, and the most
economical construction programme has been proposed.
It also satisfies itself that there is enough demand from
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prospective users of electricity so that the revenues, the
project can earn, are enough to pay for costs as well as
generate some surplus to give a return on investment
over a reasonable period of time. Thus, to assess the
projections regarding the demand for electricity from
different categories of consumers, REC also examines
the ground water availability for sustaining the opera-
tion of electrified pumpsets and the potential for growth
of small industries running on electric power. The factors
affecting the demand for other categories of uses such as
domestic, commercial, street lighting etc., are also looked
into as part of the project appraisal. Each project is
examined on this basiss. REC has laid down certain
norms in terms of ‘net return’ to be achieved and the
period within which this is to be achieved.

In order that a rural electrification scheme may be considered
financially viable, it has to achieve certain stipulated
net returns at the end of certain specified periods which
are relatively shorter for favourably situated areas and
suitably longer for the backward areas.

Implied in the project approach by REC is also project moni-
toring which would enable proper steps being taken from
time to time so as to ensure that objectives envisaged in a
scheme are achieved. The projects which REC finances
are, as already stated development oriented and they aim
at integrated development in the area in which the pro-
ject is located. Thus, each of those projects envisages a
time-bound programme for extension of services such as
for energisation of pumpsets, service connections to LT
industries, street lighting, etc. These projections which
are made on the basis of the resource potential in the
area are not only for the immediate future but over a
long period which may extend to 20 or 25 years. As for
the immediate future, specific targets for service connec-
tions under the different categories are laid down for
each year. With a view to ensuring that the develop-
ment programme envisaged in each of the projects is
matched by actual performance, there is a regular moni-
toring of the projects undertaken by the REC.

The Corporation releases the second and subsequent instal-
ments of loans only on the basis of the prescribed level
of achievement as revealed in the monitoring studies.
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Project monitoring which ensures a continuous watch,
project implementation and task achievement is thus a
distinctive characteristic of REC financed projects.”

3.45. Regarding evaluation of the projects financed by the Cor-
poration, the Managing Director REC informeq the Committee dur-
ing evidence that they had evolved a system under which each and
every scheme was monitored every year. The Moinitoring team
consisting of three persons, one each from technical, economic and
Finance & Accounts side, visits the scheme area and checks the re-
cords and registers, Physical check is done at random basis. The
producedure is almost as detailed as an audit. It is, in fact a per-
formance audit.

346. In reply to a question whether there was any scheme to
conduct Performance Audit/Review/Cost Benefit Analsis to eva-
luate the projects the Rural Electrifieation Corporation stated in a
written note furnished to the Committee after the evidence as
follows:

“The Corporation has a system of concurrent and continuous
monitoring of the projects financed by it. In monitoring
the projects the technique of performance audit is used.
Under the performance audit technique the objectives of
a project are expressed in quantitative terms giving the
periodical target figures for achievements. The actual
achievements are compared at the end of the specified
periods with those targetted for the respective periods.
The financial expenditure is compared with the physi-
cal achievements and the reasons for variations are
analysed. The scheme report for each REC project indi-
cates in detail the phased construction programme as
well as the number of connections of various categories
that are expected to be achieved and the financial out-
lays required for each year. The monitoring team judges
the performance of the projects both in financial and
physical terms with reference to the targets as fixed in
scheme reports. This enables the Corporation to evaluate
the performance of the schemes and to examine whether
the physical achievements are commensurate with the
financial outlays,

The Corporation does not normally conduct any cost benfit
analysis in respect of REC Schemes on a regular basis.
However, a sample study of three sanctioned schemes
was made some time back and it was found that the
economic rate of return for the schemes financed by the
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«Corporation was quite satisfactory, being about 20 per
cent!”,

3.47. In this connection the Ministry stated during evidence
tthat no evaluation|performance review of cost benefit analysis of
ithe schemes financed by the REC had been done. The Government
thowever proposed to do it after the completion of the schemes.
‘When the Committee pointed out that a number of schemes had
been completed, the representative of the Ministry stated that the
Ppotential benefits had yet to come. The financing was done on a
project basis and since there were very strict criteria of economic
viability, the Ministry would ensure that the Corporation does the
«cost benefit analysis.

Asked as to whether any guidelines had been issued, the Secre-
‘tary of the Ministry stated “No, we intend to do it now. Before
they start evaluating this we will do this. The initative is expected
‘to come from the Board of Directors of REC. We shall take an

.active hand in this.”

3.48. The Committee note that REC is following a project
‘based development approach in their financing pattern and the
projects generate adequate surpluses and give a reasonable return
on the investment. It has laid down certain norms in terms the net
returns to be achieved and the periods within which this is to be
done. The Committee are informed that there is a regular monitor-
‘ing of the projects undertaking by the REC with a view to ensur-
ing that the development programmes envisaged in each of the
projects is matched by actual performance and only on the basis of
such mointoring studies second and subsequent instalments of
‘loans are released. The Committee note that the Corporation has a
system of concurrent and continuous monitoring of the projects
financed by it and the technique of performance audit was used
to evaluate the performance of the schemes and to examine whe-
‘ther the physical achievements are Commensurate with the
‘financial ouflays. The Committee however, note the Corporation °
has not been conducting a cost benefit analysis of the REC sche-
mes on a regudar basis although some time back a sample study
‘was conducted in respect of only 3 sanctioned schemes out of total
.of 618 schemes sanctioned upto 1973-74. The Committee are inform-
«d fthat the Ministry proposed to do ‘the cost benefit study after the
completion of the schemes so that the potential benefits are realis-
ed. The Committee recommend that in view of the large invest-
‘ments amounting to Rs. 161.87 crores which the Corporation has
made in the various projects up to 1973-74, the Government|Cor-
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poration should conduct a cost-benefit analysis of the schemes on a:
regular and systematic basis in order to ensure that the projects:
financed by the Corporation have been economically executed,

without any undue wastage of the finances and the moneys spent
are commensurate with the benefits derived.

G. Co-ordinated Development Approach

3.49. In their report Task Force on rural electrification have ob-
served that from the point of view of economic viability of the rurak
electrification programme also it is important that plans for area:
development, at least in key related fields, are properly meshed
with the rural electrification programme, so that better load factors.
and local concentrations are secured to improve the financial viabi-
lity of rural electrification projects. Integrated are a development
approach facilites opitimum utilisation of resource potential of the
area and requiries proper coordination between various develop-

mental activities which provide the necessary complementary in-
frastructure,

Asked about the steps taken to adopt co-ordinated development
approach in formulation and implementation of the various sche-
mes of REC in order to secure maximum development at minimum-
cost the Corporation has stated as follow:

“The project approach is a fundamental part of the loaning
policy of the Corporation. Further, the Central Govern-
ment directives by which the Corporation is governed im
its policies, have spelt it out that investments in rural elec-
trification has to be such as will lead to maximisation of
returns on the overall investments in the area. Thus the
Corporation has always viewed a rural electrification pro-
ject as it proposes to finance essentially a part of an over-
all area development programme. Consequently, it is en-
sured that the project is, as far as it is possible and neces--
sary, dovetailed into the sectoral area development pro-
grammes implemented by the various departments of
Government and other institutional agencies. As a deli--
berate policy, REC has therefore pursued its efforts to-
wards effecting maximum coordination with those other
rural development programmes, including those designed
for the benefit of the weak and under-privileged sections
of the community such as the SFDA and MFAL program-
mes. REC financed projects today cover practically all
the districts in which SFDA and MFAL programmes are-
located. Apart from this, recognising the fact that a large:
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quantum of institutional finance is being made available
for the agricultural sector as a whole by the ARC, AFC
and the land development and commercial banks and that
the successful implementation of each of these programmes
would, to a very large extent, depend upon the coordinated
and, sustained efforts of all the sponsoring agencies con-
cerned, REC has initiated various measures for effective
coordination of the activities of the concerned State Elec-
tricity Board and those of the agricultural, minor irriga-
tion and industries departments of the States both at the
District and State levels. At the suggestion of the REC
State and District Level Coordination Committee have been
established in many States to review the progress of im-
plementation of these schemes. Further, mutual consulta-
tions are being held between the REC and ARC and AFC
as well as between REC and the Commercial Banks with
a view to establishing a proper link-up of the rural electri-
fication schemes financed by it with the minor irrigation
and similar other schemes financed by the other lending
institutions. Similarly, the Chairman and other senior
officials of the Corporation also hold periodical consulta-
tions with the State Government Officials representing
the various development departments with a view to en-
suring the maximum coordination between the appro-

priate development agencies of the State and State:
Electricity Board.”

3.50. The Comittee have been informed that Coordination Com-
mittees have been established in many States at State and District
level to review the progress of implementation of rural electrifica-
tion prozrammes, Mutual consultation between the REC and ARC
and AFC as well as between REC and the commercial banks are
stated to be held with a view to establishing a proper link up of the
rural electrification schemes financed by the Corporation with the
minor irrigation and similar other schemes financed by other lending
institutions. Efforts are also being made to ensure maximum coor-
dination between the appropriate development agencies of the State -
and the State Electricity Boards. The Committee need hardly stress
that rural electrification projects sanctioned by the Corporation form
an integral part of the overall area development programme. The
REC projects have, therefore, to be devetained into the sectoral area
development programmes implemented by the various departments of
Government and other institutional agencies in order to derive maxi- .
mum benefit out of the REC schemes.
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H. Loans for Electrification of Harijan Bastis

3.51. Year-wise details of the Harijan Basti loans sanctioned
-and disbursed are stated below:—

Year Loar sanactioned

Amount  Amount
No. (Rs.in (Rs. in
crores) crores)

1371-72 . . o . . . B . 10 0.5§ 044

1972-73 . . . « . . . . 27 144 1-01

1373-74 . . . . . . . . 38 1-68 1'06
75 367 251

These loans aim at electrification of 8617 Harijan Bastis adjoin-
ing the already electrified villages in 14 States and provision of
49523 street lights in the Bastiss The schemes in respe:t of which
these loans were sanctioned were phased for completion over a
period of one year from the date of commencement.

3.52. It is seen from the annual report of the Corporation for
the year 1973-74 that the short fall in most cases was on account
of the inability of the concerned State Electricity Boards to procure
the necessary undertaking from the panchayats in regard to pay-
ments towards recurring tariff dues for the street lights envisaged
in the harijan bastis under the scheme.

3.53. The Corporation has also stated that the lack of response
from the State Eletcricity Boards regarding Harijan Bastis loans
delayed the sanction of loans by the Corporation and consequently
the disbursements. .

3.54. The Managing Director informed the Committee that the
Government of India introduced the scheme and 171-72 was the
first year of programme. The Corporation had been asked to
handle the scheme on an agency basis. Explaining the difficulty
of the Corporation the Managing Director stated during evidence:—

“The direction given to us in regard to the scheme is that
this scheme should be sanctioned only in cases where an
undertaking is available from the local bodies concer-
ned—the Panchayats or the State Governments—that the
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recurring consumption charges will be paid to the State
Electricity Boards. The schemes that we have sanc-
tioned carry this undertaking. But our main difficulty
is that in many large areas the local Panchayats are not
finding it possible to give us this kind of an undertaking;
so the schemes cannot be entertained by us in their case.”

“....It is the local body which ignores the Harijans.”

3.55. In reply to a query as to why Harijan Bastis were left out
in the process of electrification of certain villages the Committee
were informed that “the idea of this scheme was to electrify all
those Harijan Bastis which had been left out in all those villages
which had already been electrified.”

3.56. The Managing Director further stated that under the REC
scheme villages which were not electrified were being included for
financing. Every village which was coverd under that cheme for
street lights included the Harijan Bastis also. But Harijan Basti
loans was stated to be a special programme of the Government of
India intended for those villages which had been electrified earlier
but the Harijan Bastis adjoining these villages had not been elec-
trified.

3.57. The Commitlee pointed out that Harijan Bastis were not
included in Rural Eiectrification Schemes because of'non-availabi-
lity of remunerative loads in the bastis.

3.58. The Managing Directors explaining the policy being follow-
ed by the Corporation for the last 1} years for the REC scheme
stated during evidence thus:

“We introduced this new policy that henceforth, under the
Scheme of R.E.C. if any street light is to be provided in
any village, Harijan Basti should also be included in
that. Now, about remunerative load, the State Electricity
Boards have a different concept of judging remunerative
load. Our concept to totally different. Our concept is
that we take the area as a whole for consideration.
After taking into avcount the availability of infrastruc-
ture in the particular area, a review is made whether at
the end of five years, the investment made on rural
electrification in that scheme would bring a return. Of
course, while working out this return, we are taking into
account the cost of power, the operational and mainten-
ance expenses, the interest and the depreciation value



and after that there must be enough surplus available in

a scheme to give a certain return which varies for back-
ward areas and advanced areas.”

3.59. During evidence of the representatives of the Ministry of
Irrigation and Power the Committee asked whether the “economic
viability clause” could be dispensed with in the case of electrifica-
tion of Harijan Bastis. The Secretary of the Ministry stated that
the electrification of any village came as a part of an overall scheme.
The primary emphasis was stated to be on the productive nature
of the scheme and priority was assigned to agricultural production,
energisation of pump sets etc. But whenever electrification of a
village was to be a part of the scheme the Government insisted
that the scheme must have as an intergral part electrification of
Harijan Bastis also. There could be schemes which merely envisu-
ged energisation of pump set:, agricultural production and things
like that but there would be no scheme of village electrification

sanctioned by REC which did not have as an essential component
electrification of Harijan Bastis also.

3.60. The Secretary further stated that “economic viability” had
to be there in backward areas but it could be relatively of a softer

type. The period repayment could be made longer and the rate
of interest could be smaller,

3.61. The Committee pointed out during evidence that in many
cases the local panchayats, were not finding it convenient to give
the undertaking that the recurring consumption charges would be
paid by them to the SEBs and according to the directions of Gov-
ernment and therefore, the schemes, regarding electrification of
Harijan Bastis could not be entertained by the REC. The Com-
mittee enquired whether Government proposed to review the entire
matter in the interest of covering as many Harijan Bastis as possi-
ble in regard to electrification. The representative of the Ministry
stated in reply that the Deputy Minister of Irrigation and Power
had written to the Chief Ministers impressing on them the neces-
sity of doing the survey and also suggested an alternative that if
money was available in the Harijan Welfare Fund or Social Welfare
Fund it should be allocated from these funds to ensure that the
electricity bills were paid. He also informed the Committee that
there was a real and genuine difficulty in several cases the village
pénchayats were unable to provide funds for this purpose.

3.62. The Committee were also informed that the total provision
made for the electrification of Harijan Bastis during the Fourth
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Plan was Rs. 4.5 crores of which the REC had been able to spend
Rs. 391 crores. The coverage would be about 10,000 numbers of
Harijan Bastis. The present survey was stated to have indicated
that about 10,000 Harijan Bastis will remain to be electrified be-
cause the adjoining villages of those bastis had already been elec-
trified. It was, however, stated that such cases will not arise at
all because, as a part of the formulation of the scheme, every village
together with the harijan hasti was proposed to be electrified and
the plan provision was made accordingly.

3.63. The Committee note that the Government of India intro-
duced the scheme of electrification of Harijan Bastls and transfer-
red the scheme to the REC to be handled on an agency basis. The
Committee also note that the Corporation has sanctioned léans
amounting to Rs. 3.67 crores for 75 schemes in 14 states for electri-
fication of 8617 Harijan Bastis and provision of 49523 street lights
in these Bastis. Against this only a sum of Rs. 2.51 crores has been
disbursed to end of 1973-74. It was stated that the shortfall in most
cases was on account of the inability of the concerned Electricity
Boards to procure the necessary undertaking from the panchayats
in regard to payment towards recurring tariff dues for the street
lights envisaged in the scheme. Moreover lack of response from
the Electricity Boards was another reason which delayed the sanc-
tion and consequently the disbursement. The Committee are in-
formed that the Ministry have already written to the State Gov-
ernments to find out ways and means of assisting the Panchayats
towards payment of electricity tariff from the Harijan Welfare
Fund or Social Welfare Fund. The Committee regret to note that
electrification of Harijan Bastis has suffered because of the apathy
of Panchayats/ S.E.Bs/State Governments in spite of the fact that
Governments of India have been providing funds for the purpose.
‘The Committce deprecate this tendency of ignoring the needs of
areas inhabited by the weaker sections of the society. The Com-
mittee are inclined to agree with the suggestion of the Deputy
Minister of I & P about allocation of funds from the Harijan Welfare
Fund or Social Welfare Fund for the payment of electri-ity bills
for Harijan Bastis.

3.64. The Committee recommend that the Ministry should pur-
sue the matter with the State Governments and find out a solution
to assist the Panchayats so that their financial difficulties do not
come in the way of implementation of Harijan Basti Schemes,

3.65. The Committee are also informed that whenever electri-
fication of a village is a part of the scheme it must have the elec-
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trification of the Harvijan Bastis also as an integral part and no-
scheme of village electrification is sanctioned by REC which does
not have as ap essential component electrification of Harijan Bastis
also. The Committee hope that with the present procedure follow-
ed by REC it should be possible to implement more programmes of
electrification of Harijan Bastis and provide of street lights in those
Bastis.

I. Targets for the Fifth Plant

3.66. In the draft Fifth Plan a provision of Rs. 1098.24 crores has
been made for rural electrification which include Rs. 400 crores
for REC programme and Rs. 272.33 crores under the Minimum
Needs Programme besides Rs. 425.91 crores under normal pro-
gramme for States and Union territories,

The above allocation amounting to Rs. 400.00 crores made for
the Corporation is intended for the energisation of 7,60,000 pump-
sets and the electrification of 41,000 villages.

3.67. Rural electrification under the Minimum Needs Programme:
(MNP) envisages making electricity available in the backward
regions in various States to provide the infrastructure for develop-
ment. Other rural development programmes such as energisation
of irrigation pump sets, providing drinking water facilities, con-
struction of roads, establishment of health centres, etc. are also
contemplated under the Minimum Needs Programme. The States
would prepare integrated programme under the MNP for develop-
ing backward regions. [Initially, the programme is aimed at pro-
viding power supply in the rural areas to growth centres such as
education centres, health centres, market centres and connections
for irrigation pump sets. The allocation for the rural electrifica-
tion programme under MNP is expected to spread electricity in
rural areas to cover 40 per cent of the rural population in States
where rural electrification benefits are below this level. A project
approach is proposed to be adopted and the programme will be
financed and monitored through the Rural Electrification Corpora-
tion. In view of the unremunerative nature of invesfment, - soft
term loans are proposed to be made available for the programmes.
It is expected that nearly 36,500 villages would benefit in the 15
States during the 5th Plan period.

3.68. According to the rural electrification programme in the
draft Fifth Five Year Plan it has been envisaged that out of 566878

census villages in India only 258358 would be electrified by
31-3-1979.



39

The Committee pointed out during evidence of the representa--
tives of the Corporation that presuming cent per cent achievement
of the target fixed in the Plan, 308520 or 545 per cent villages would
still be left uncovered by the end of the 5th Plan and enquired
whether the Corporation had worked out any comprehensive plan
for electrification of all the villages in the country in the minimum
possible time,

The Chairman of REC stated that the number of villages to be
electrified was part of the total programme in meeting the require-
ments under the Minimum Needs Programme on the one hand and
the development schemes under normal programme on the other.

He added that by the end of the Fifth Plan 45.5 per cent villages:
would be electrified but the emphasis would be on agricultural
production on the one side and on industrial and other production
on the other. The schemes under the MNP would be largely in the
hill, desert, tribal or such other disadvantaged areas especially in
the States. He stated further that “in regard to REC, the financial
provision is well about 4 times that of the 4th Plan. In terms of
the total provision for rural electrification of the country, it covers
about two-thirds during the 5th Plan, as against only less than
1/3rd in the 4th Plan.”

3.69. As regards electrification of the maximum number of vil-
lages in the country, the Chairman of the Corporation stated:—

“The task, as envisaged, has been that of electrifying the:
maximum number of villages consistent with the deve--
lopment of the areas concerned. In other words, what is
being done under these programmes is to take up com-
pact areas, may be a block, a taluka or a similar unit,
and then to assess the resources, e.g, water resources,
industrical resources etc, therein and to have a rural
electrification programme along with other inputs such
as water, fertilizer, marketing etc. and to try to have an
integrated development of that area as early as possible.
The emphasis has been on development and through
development, electrification of villages, so the question
of electrification of all villages as early as possible, has
not entered into this particular programme, though it.
would be covered as speedily as possible.”

3.70. The Committee note that, assuming that the Fifth Plan
targets are fully achieved, only 45.5 per cent of the villages of India:
would be electrified by the end of the plan period. Even though:
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ithe emphasis of the rural electrification programme is on agricul-
tural and industrial production and not on electrification of villages
as such, and even if the total electrification programme is likely to
‘cover about two third of the country during the Fifth Plan as
against only less than one third in the Fourth Plan, it is depressing
to find that more than half the villages of the country would still
remain unelectrified in 1979. The Committec feel that the task yet
‘1o be done in this field is gigantic and the pace of work needs to be
accelerated so that light may reach all the villages in the country
.at the earliest.
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STATE ELECTRICITY BOARDS
A. Working of State Electricity Boards

5.1. The Charter of the Corporation is wide enough to take up
-activities beyond merely financing Rural Electrification Project
REC in the main being a financing body at the national level, actual
execution of projects necessarily rests in the State Electricity
Boards or Rural Electric Cooperatives. Rural Electric Coopera-
tives, however, are still in an experimental stage. Thus the SEBs
‘by and large are required to execute the programmes of the Rural
Electrification. Several factors have impeded the effective fune-
tioning of the State Electricity Boards.

4.2. A high power Committee (1964) appointed by the Govern-
-ment of India under the Chairmanship of Shri R. Venkataraman,
then Minister in Tamil Nadu Government, had gone into the
‘ararious aspects of State Electricity Boards and suggested certain
measures for improving the working of the Boards. Subsequently,
in 1969, the Rural Review Credit Committee set up by the Reserve
Bank of India had also dealt with this question at some length in
‘the context of the need for accelerating the pace or rural electrifica-
tion for increasing agricultural production. While endorsing the
‘various suggestions made by the Venkataraman Committee {for
improving the working of State Electricity Boards this Committee
‘felt that a number of steps including legislative and financial mea-
‘sures were necessary to bring about the desired level of efficiency
in the working of the State Electricity Boards. They were, how-
-ever, of the view that while these steps would take time there was
-an urgent need to accelerate the pace of rural electrification in
the context of the need for increased agricultural production in the
immediate future and to this end, therefore, recommended that
while the long-term measures such as legislative and financial may
‘be initiated in due course, a national level financing institution
-exclusively for financing rural electrification projects to provide
funds in addition to those already provided for, in the State Plan
‘Sector was necessary. The Committee was of the view that such
-assistance as this new Corporation would give should be, by way of
projectwise financing, so that while pumping in more of resources,
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the State Electricity Boards were not saddled with further losses..
Rural Electrification programmes by their very nature, were such
that they would not be financially remunerative in the initial stages
but nevertheless they paid off over a period of time provided the
programmes were undertaken in a coordinated and planned
manner and other supporting activities were provided alongside.

The Sixth Finance Commission had also occasion to examine in
some detail the fiscal and financial aspects of the working of the
State Electricity Boards and observed that “as a Commission char-
ged with the responsibility for looking into the quality of fiscal
management of state level, we cannot but view with extreme con-
cern some of the present trends in the functioning of State Electri-
city Boards.” They also referred to “the corrective action that
needs to be taken by the State Governments either through re-
vision of tariff or improvement of operational efficiency of Electri-
city Boards or both.”

43. The Rural Electrification Corporation classified the deficien-
cies and inadequacies noticed in the working of SEBs which affec-
ted the implementation of REC schemes under the following three-
broad heads:—

(a) Organisational deficiencies within the SEBs;

(b) Lack of coordination internally within the State Electri--
city Boards as between the various Wings such as con-
struction and O&M etc. and externally i.e. coordination.
with the various other development agencies of Govern-
ment and institutions involved in effective implementa-
tion of projects; and

(¢c) Lack of adequate arrangements for load promotion'
activities with a view to optimising service connections
in the shortest possible time.

4.4. The REC was stated to be in close touch with the Ministry-
and various steps were being taken both at the Centre and State:
level to make the SEBs more efficient.

4.5, In regard to the steps taken by REC in improving the work-
ing of SEBs the Corporation in a written note stated as follows:—.
“(i) Organisation deficiencies in the SEBs.

. From its inception, REC has endeavoured to persuade the:
P State Electricity Boards to set up a separate cell withim
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the SEBs to cope with the new task arising from the
project-wise financing by REC. Although, there was
some initial resistance from the Boards, as they gathered
experience and with more schemes sanctioned in each
State, the SEBs themselves began realising the need for
suitable machinery within the SEBs to cope with the
REC projects. As a result all the SEBs today have
carried out a certain amount of reorganisation within the
Boards, so as to organise a special cell for dealing
with REC projects. While in certain SEBs the special
cell is headed by an officer of the level of a Chief Engi-
neer or Additional Chief Engineer, in no case the head
of the cell is below the rank of a Superintending Engi-
neer. It is now the general experience of REC as well
as the SEBs that the setting up of a separate cell has
resulted in more meaningful project preparation and
more effective implementation of REC financed schemes.”

(ii) Lack of Coordination

In the earlier stages neither the engineering designs nor the
projection of load estimates were related to development
potential obtaining in the area. The REC had therefore
emphasised the need for:—

(a) Building up a proper data base relating to resources
potential in the area;

(b) adequate coordination between SEBs and the various
other development agencies of Government and institu-
tions so as to ensure that

(i) the other investments undertaken by the varipus agen-
cies in the area were complementary to the invest-
ment on rural electrification;

(ii) along with extension of electricity there was adequate
credit support to the end users of electricity for pur-
chase of pump sets; installation of LT industrial units
etc; and

(iii) the extension of electricity under the RE project to
provide a basic infrastructure for further economic
development of the area.



(iii) Load Promotion Activities

“A mojor factor contributing to load development particularly
in the rural areas is the quality of awareness on the part
of the prospective users of electricity about the benefits
of electricity. Not only most of the Electricity Boards
had no comprehension about the need or the problem
related to load promotion but in a number of cases, the
age old practices in regard to extension of service
connections proved to be even obstructive. For instance
in certain Boards they continue to insist on certain mini-
mum number of applicants to come up before providing
service connections to any prospective consumer in an
area. REC has been pursuing this with the concerned
State Electricity Boards and almost all the Boards have
given up their separate norms and procedures for service
connections in REC project areas. As a result of the
persuasive efforts made by REC, the SEBs have also
started taking up seriously load promotion work as well.”

4.6. The Secretary of the Ministry of Irrigation and Power con-
ceded during evidence that the reoganisation of the State Electri-
city Boards was a matter of primary and prior importance. It was
further stated that some suggestions and guidelines were given to
them to which there was a fair response but as a radical change
has to be made, it would take sometime,

47. Tn a note submitted to the Committee after the evidence,
the Ministry of Energy gave details of the concrete suggestions
made for improving and for bringing about greater efficiency in the
working of the State Electricity Boards as follows:—

“State Electricity Boards have been set up under Section 5
of the Electricity (Supply) Act, 1948 and are charged
with the general duty of promoting the coordinated deve-
lopment of generation, supply and distribution of electri-
city within the State in the more efficient and economi-
cal manner. Although electricity is a concurrent sub-
ject, major role in this field is that of the States which
may be seen from the fact that out of a total installed
capacity of about 19 million KW at present, hardly 3.2
million KW is in the Centre and the remaining is all in
the States. During the Fifth Plan also, out of a total
additional capacity of 16.5 million KW which is targetted,
only about 2 million KW is in the Central Sector and the
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remaining 14.5 million KW is in the State Sector. It
may, therefore, be seen that the State Electricity Boards
would have to play a very important role in implementa-
tion of the power development programme in future.
For this purpose, it has been proposed to restructure
the State Electricity Boards and one of the steps which
is proposed to be introduced is to functionalise and pro-
fessionalise the management of these Boards. It has also
been proposed to separate generation from distribution.
These proposals have been approved by the Government
of India and the States have been requested to imple-
ment them by the end of October, 1974,

Similarly, in order to improve the financial position of the
State Electricity Boards, the LIC have made a number
of suggestions including revision of tariff, maximisation
of generation from existing thermal stations, proper in-
ventory control, reducing expenditure in operation and
maintenance etc. For ensuring certain amount of dis-
cipline in the execution of the power projects by the
State Electricity Boards, the LIC have also proposed that
loans may be advanced against specific projects. A
working Group has also been constituted to review and
make suggestions to improve the working of the State
Electricity Boards.”

4.8. The Committee regret to note that the pace of Rural Electri-
fication had been impeded mainly due to various deficiencies and
inadequacies in the working of State Electricity Boards. Rural Elec-
trification Corporation was set up as a financing institution at the
national level for financing Rural Electrification Projects to provide
funds in addition to those already provided for in the State Plan
Sector so that the acceleration of pace of rural electrification did
not suffer on account of lack of resources with the SEBs and the
SEBs were not saddled with further losses. Actual execution of pro-
jects mainly rests with the SEBs.

49. The Committee find that the working of the State Electri-
city Boards was reviewed and examined in detail by a high power
Committee in 1964 and by the Sixth Finance Commission. The Com-
mission viewed with concern some of the trends in the functioning
of State Electricity Boards and referred to the corrective action
needed through revision of tariff and improvement of operational
efficiency of Electricity Boards. The Rural Electrification Corpors-
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tion also have noticed that besides organisational deficiencies with-
in the SEBs, there was lack of coordination internally within the
SEBs and between the various agencies involved in the implemen-
tation of Rural Electrification Projects and lack of adequate arrange-
ment for load promotion activities with a view to optimising service
connections, The Committee are informed that the Corporation is in
close touch with the Ministry and various steps have been taken
both at the Centre and State level to make the SEB’s more effi-
cient. At the instance of the Corporation, State Electricity Boards
have carried out a certain amount of reorganisation within the
Boards and a special cell has been created by all the SEBs for deal-
ing with REC projects. REC have suggested a number of steps to
bring about adequate coordination between SEBs and the various
other development agencies and Government institutions engaged
in the task of Rural Electricification. As a result of persuasive
efforts made by the Corporation SEBs have also started taking up
load promotion work.

4.10. The Ministry have also admitted that reorganisation of State
Electricity Boards is of primary and prior importance. They have
therefore issued some guidelines and given some suggestions like
restructuring of SEBs, separation of generation from distribution,
functionalisation etc. A Working Group has also been constituted
by the Ministry to review and make suggestions to improve the
working of State Electricity Boards. The Committee hope that the
Working Group would soon go into all aspects of the working of
SEBs and make concrete suggestions for their reorganisation and
improving operational efficiency in the context of rural electrifica-
tion, The Committee feel that the present functioning of SEBs
leaves much to be desired. The Committee therefore recommend
that in order to streamline and strengthen the management of State
Electricity Boards and in order to have greater degree of func-
tionalisation and professionalisation in their set up the Ministry
should follow up the matter with the State Governments and ensure
that the guidelines and suggestions given by them are actually
implemented in letter and spirit by the SEBs.

B. Shortage of Material

411, In the Memorandum submitted to the Committee by the
Punjab State Electricity Board it has been inter alia state that:—

“The drawal of subsequent instalments are delayed bhecause
»f non-achievement of targets for that particular year/
vears for which the instalment/instalments have been
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drawn. The main reasons for slow progress in regard to
physical achievement is because of non-availability of
material required for rural electrification which is in
short supply because with the establishment of Rural
Electrification Corporation various schemes of other States
are also sanctioned for which the same type of material
is required and naturally the indigenous manufacturers
are not in a position to meet the requirement of all the
State Electricity Boards. This point also came up for
serious discussions during fifth standardisation conference
held by Rural Electrification Corporation.

In this connection the Punjab SEB has suggested that special
<quota of scarce raw material/essential commodities such as alu-
minium/steel, cement etc. required for items necessary for rural
-electrification be allocated to concerned State Electricity Board/
Manufacturers.

4.12. During evidence, the Managing Director of the REC stated
that in some States aluminium conductors were also not available.
‘He explained that:

“The situation is so bad in some cases that they do not have
conductors even for 200 connections, not to speak of 2000
connecton.”

4.13. In this connection the REC has stated in a written note
‘that where it was a question of augmenting production, the issues
have been taken up by REC with some of the major manufac-
turers. Further the standardisation effected by REC has also con-
siderably helped ease the situation since manufacturers are now in
a position to take up production on the basis of these standard
-gpecifications for all the Boards.

4.14. The Secretary of the Ministry of Irrigation and Power stated
4n this connection during evidence as follows:—

“After having set up the organisation, it should be seen that
the construction material and equipment are made
available, We want very close coordination with the
equipment manufacturers.... We go to the extent of
allocating the equipment in terms of different pzo-
jects....We not only monitor the progress of the projects
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but also keep ourselves informed of the progress in manu--
facture.”

4,15. In a written note submitted after evidence, the Ministry
also admitted:

“Some State Electricity Boards have pointed out difficulties.
in getting the necessary construction materials such as,
steel, aluminium, zinc, etc. There is a general short.
age of these material and the Government have within
the framework of the priorities drawn up, endeavoured
to assist the States in meeting their requirements of
these scarce materials. Specific allocation of certain

scarce raw materials is being made for rural electrifica--
tion in general”

4.16. The Committee note that one of the constraints faced by
the State Electricity Boards in implementing the projects sanction-
ed by the Corporation was the non-availability and shortage of
certain materials including cement, steel, aluminium, zinc etc. with
the result that some of the State Electricity Boards were not in a
position to achieve the physical targets envisaged in the schemes.
The position with regard to aluminium conductors was stated to °

be so bad that in some cases the SEBs did not have conductors
even for 200 connections.

4.17. The Committee are informed that the question of augment-
ing production of materials required for implementation of schemes
regarding rural electrification has been taken up by the Corpora-
tion with some major manufacturers. It has been stated by the:
Ministry that specific allocation of certain scarce raw materials is
being made for rural electrification in general. The standardisation-
effected by REC has also helped ease the situation since manufac-
turers are now in a position to take up production on the basis of
these standard specifications. The Committee hope that it should be
possible for the State Electricity Boards to implement the schemes
without being hampered by shorfage of materials in case these
measures are vigorously and earnestly pursued. The Committee re-:
commend that at the time of sanction of schemes the Corporation
should draw a comprehensive plan regarding the implementation-
of the projects indicating the annual financial and material require-
ments with priorities for execution., The Corporation should also-
keep in constant touch with the SEBs in order to assist them in the
task of procurement of scarce materials and equipment so that the-



49

implementation of the schemes is not delayed or interrupted on
account on non-availability of any of materials.

4.18. The Committee suggest that the Government should consider
setting up a high powered coordination group to periodically review
the progress of implementation of the different projects of the REC
to assess their difficulties/requirements so that all possible assis-
tance may be rendered for removing the constraints including short-
age of materials and ensuring that the programmes of rural electri-

fication, on which depends the progress of agricultural development,
do not suffer a set back.

C. Shortage of Power

4.19. During the past 24 years of planned development, there
has been phenomenal progress in the field of power. Whereas the
total installed capacity in the country was only 2.3 million KW in
1950 it now stands at about 19 million KW indicating an annual
growth rate of 9.5 per cent. The growth of load demand during
the recent past has even been higher at the rate of 12 per cent re-
sulting in serious power shortages in various parts of the country.

4.20. The Committee pointed out that there was a big gap bet-
ween the loans granted by REC for the sanctioned schemes and
their utilization, and the schemes sanctioned all over India would
require supply of more and more power if this gap were to be got
over. The Committee enquired whether Government had any
suggestion to solve the problem of power shortage. The represen-
tative of the Ministry stated: —

“The present shortage is due to the non-commissioning of
certain projects on time. There are several reasons for it.
We have gone into great details while restructuring the
proposals of the Electricity generation etc. In every
manner, we want to tackle this question of Commissioning
the projects on time. We have established a nuclear moni-
toring organisation at the central level and our Minister
has written to the State Chief Ministers to establish simi-
lar monitoring organisations at the State 1levels and
SEBs etc. so that we know in advance how the works are
progressing and what difficulties are likely to be their
and timely action is taken to avoid them. Wherever de-
lays have taken pace, we try to accelerate the pace of
development, so that the projects are commissioned on
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time. We have been pursuing this question very much.
Our Minister himself takes note of the progress every
week. I am happy to say that the progress has been
very good and we re quite hopeful that we should be
able to achieve the targets by and large for the current
year. We could not achieve target of 4th Plan by 50 er
cent but so far as this year is concerned, we are making
all out efforts to see that power generation schemes are
brought to fruition on time. Some of the schemes which
are planned to be commissioned next year, we are try-
ing to accelerate them also.

We have got to go by experience of the past. If we had been
able to fulfil the targets of the 4th Plan, I make bold to
to say, there would have been no shortage. Our starting
point is to see that the same reasons for which these
shortfalls have taken place in the 4th Plan, do not recur
in the 5th Plan. We are engaged in a task which means
bringing into being capacity of 16.55 m.kw. over a five
year period as against what existed at the end of the
4th plan. Having said this I do not wish to leave the Com-
mittee with the impression that all is well and, therefore,
at the end of the 5th Plan, we will have no shortage.”

421, The Estimates Committee in paragraph 3.3. of their 39th
Report on ‘Power’ have pointed out that there have been shortfalls
in physical targets in respect of power generation during the Five
Year Plans as under:—

Planned  Achieve- Short-
additional ment fall per-
MKW MKW centage

First Plan (1951—56) . . . . . I'40 112 20
Second Plan (1956—61) . . . . . 3:48 273 36
Third Plan (1961—66) . . . . 7:04 452 35
Three Annual Plan (1966—69) |, . . . . 668 4°12 38
Fourth Plan (1969-72 —1st three years) . . . 413 260 37

- ~ —

4.22. The Secretary of the Ministry informed the Cujumittee dur-
ing evidence that due to financial crisis in the country power gene-
ration plans both in the central sector and state sectors were affec-
ted. With regand to central sector onguing plans, the question has
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been discussed with the Ministry of Finance who have provided
necessary funds which would enable those plants going through
without any slippage. But with regard to new projects in the Cen-
tral or State sector which have to come to fruition at the end of
fifth Plan, financial constraints had been one of very serious bottle-
necks. The problem was stated to be even more serious so far as
States were concerned.

4.23. In a number of States the funds provided in the plan for
fulfilment of targets were inadequate, The State Govts, had been
advised that by reallocation of resources between the various sec-
tors, they should see that maximum requirements of power sectors

are met.

4.24. Asked whether the REC looked into the question of avail-
ability of sufficient power before sanctioning a scheme, The Secre-
tary of the Ministry stated that “before any scheme is taken up the
REC, with the assistance of its technical staff, tries to reassure it-
self by assurances from the State Electricity Boards that power will
become available for projects which the REC finances.

L »* * *

So there have been cases where the calculation in regard to avail-
ability of power have been upset by lesser generation in a particular
year.”

4.25. The Secretary of the Ministry further stated that when the
REC sanctioned the schemes in 1969-70 the power shortage of the
magnitude being faced now could not have been fully anticipated.
Similarly even today, anticipating that everything would be all
right by the end of Fifth Five Year Plan. If all our efforts were
made to accelerate the pace of rural electrification, there could be a
contingency of some of the schemes not getting adequate power.

4.26. In regard to shortage of power the Corporation stated that
it has been suggesting measures towards proper rostering and load
staggering. This has also been adopted by the SEBs where the pro-

blem exists.

4.27. The Committee enquired whether the Corporation had fin-

anced any scheme for generation of power with a view to accelerating
the pace of rural electrification particularly in the areas where
there was shortage of power supply. The Rural Electrification Cor-
poration in a written reply after evidence stated that the .genera-
tion programme in the States had been drawn up taking mtoalac-
count among others, the power requirements of rural areas also.
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With the advent of Minimum Needs Programme in the Fifth Plan,.
however, the corporation on its own had agreed in principle to
finance small units for generation of electricity in the remote areas
where extension of transmission from the main grid was likely to
be costlier than the local generation. There was, however, no pro-
posal for financing the generation schemes in general to meet the
shortage of power supply so far as the Corporation was concerned.

4.28. The Committee pointed out that there was lack of coordi-
nation at the State level due to which many difficulties were en-
countered and asked as to what concrete steps had been taken by
the Government to bring about proper coordination between dif-

ferent agencies at the State level for'the better utilisation of power
which was available,

4.29. The Secretary stated in reply to a question that lack of co-
ordination at State level had got to be made good by action at the
State level. Whenever lack of Coordination affecting the economic
activity, particularly in the agricultural sector, came to notice, the:
Central Government addressed letters to the Chief Ministers of the
States concerned drawing their attention to it and asking them to
take corrective measures. Similarly, where the distribution lines
had been laid under REC schemes and they were suffering for want

of power the facts were brought to the notice of the State authori-
ties asking them to take effective action.

4.30. The Committee enquired whether any legislative action at
the Central level had been considered to bring about coondination
between the States in this regard. The Committee were in-
formed that the Centre had power to legislate since ‘power’
was a concurrent subject. It was further stated that ‘electricity’
was a subject planned and implemented by the State Governments.
There was a considerable opposition from the States and they were
not willing to subject themselves to any control from the Centre

even in regard to matters such as inter-state transfers. It was fur-
ther explained:

“supposing, one State is short of power and an adjoining
State has got surplus power, the centre cannot give direc-
tives according to the present legislations.

The Secretary of the Ministry added:—

“Power being a concurrent subject, it is necessary that it
carries the acceptance of the States, There were two as-
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pects in regard to which we did not get the expected re-
ponse from the States. While in regard to planning, tech-
mcal. scrutiny of and supervision over schemes as also
monitoring and maximization of generation, there was
a general area of agreement between the State Govts.
and the Centre, there were different approaches in re-
gard to two functions. Some areas in the country are sur-
plus in power and some are temporarily short of it. We
had suggested that on occasions when there is shortage
the Central Electricity Authority should have power to
advise or direct the flow or transfer of power from sur-
plus to deficit areas. Secondly, some of the State govts.
get locked up in disputes over a long time, about the rate
at which power ought to be paid for, for such transfers.
Since these disputes drag on, we wanted to have a machi-
very which will arbitrate when it happens and when
the disputes cannot be settled by bilateral negotiations.
Almost all the States did not agree to these powers being
given to CEA.

Some of the provisions require amendment of the Act. Our
Ministry is discussing the draft amendment with the
Ministry of Law. No doubt in the new generating stations,
generation of power has got to be maximised, at the same
time transmission and distribution are becoming impor-
tant and complex. We have asked the States whe-
tuer they would like to separate the bulk gene-
ration from distribution so that the latter may get
sufficient attention. We have found that there is need for
greater degree of functionalisation and professionalisation
in the set up of SEBs. A suggestion was put forward that
the functions should be listed out. For instance, apart
from generation amd distribution, the economics of tariff
are also very important at present.”

4.31. The Committee note that one of the main reasons for the
big gap between the loans sanctioned by the Corporation and the
utilisation of funds by the State Electricity Boards is the power
shortage in the country, The Committee are informed that power
generation plans both in the Central sector and State sector are
affected by the financial crisis and the present power shortage is
due to non-commissioning of certain projects in time., The Com-
mittee are also informed that less than 50 per cent of the targets for
the generation of power could be achieved during the Fourth Five
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Year Plan. In order to step up power generation, a nucleus moni-
toring organisation has been set up at the central level and the
States are being persuaded to set up such mointoring organisations
at the State levels. The State Governments have also been advised
that by reallocation of resources between the various sectors they
should see that maximum requirements of power sector are met.
The Committee need hardly stress that availability of power being
the pre-requisite condition for Electrification, Government shouid
take steps to identify the causes for shortage of power in details so
that they may take suitable remedial action for stepping up genera-
tion of power. The Committee agree with the view of the Ministry
that the “reasons for which these shortfalls have taken place in the:
4th Plan, should not recur in the Fifth Plan.”

432, The Estimates Committee (1972-73) in their Thirty-ninth
Report on ‘Power’ have observed that ‘power is a basic infrastruc-
ture for building up the country’s economic growth and develop-
ment, and that shortfall in power impedes growth in the industrial
and agricultural sectors.” That Committee have therefore felt that
“there is a need of a well coordinated programme for power deve-
lopment correlated with the growth of industry, agriculture and
other sectors which consume it, The Committee reiterate the re-
commendation of the Estimates Committee that “having regard to
the serious power shortage in the country, power :should be given
the highest priority next only to operational needs of defence in the
matter of allocation of fuifds and essential raw materials like steel,

cement, coal etc., in the interest of economic development of the
nation. i

4.33. The Committee are informed that on the suggestion made
by the Corporation, the State Electricity Boards have adopted’
rostering and load staggering in order to overcome the problem of
power shortage in so far as implementation of Rural Electrification
Schemes are concerned. In the opinion of the Committee these are
only temporary and short-term measures and the real solution lies
in increasing the generation of power in the country.

The Committee note that the Corporation have agreed in prin-
ciple to finance small units for generation of electricity in the re-
mote areas where extension of transmission from the main grid was
likely to be costlier than the local generation. The Committee hope
that the State Government/State Electricity Boards would profit
by the financial and technical Assistance rendered by the Corpora--
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tion in order to overcome the constraints regardmg power shortage
particularly in remote rural areas.

4.34. The Committee regret to note that there is lack of coordina-
tion between the States due to which many difficultiecs were being
encountered. The Committee are informed that if “one State is
short of power and an adjoining State has got surplus power,
the centre cannot give directives according to the present
legislation. The Committee are informed that the Ministry have
suggested that on occasions when there is shortage, the Central
Electricity Authority should have power to advise or direct the
flow or transfer of power from surplus to deficit areas. It has also
been suggested that Government should have the power to arbiirate
when the disputes between States regarding tariff etc. cannot. be
settled by bilateral negotiations The Committee recommend that
Government should examine these aspects in detail and finalise
the measures without any delay so as to deal effectively with the:
situation created by power shortage at the national level. The
Committee also recommend that Government should consider ways
and means of restricting the ostentatious consumption of electri-
city, particularly in metropolitan cities in order to conserve the-
much needed power for productive purposes.

D. Line Losses

4.35. With the emphasis so far being on quantitative extension:
of electrification into the rural & urban areas the quality of supply
of power has suffered considerably as from the excessive line
losses experienced for a long time by the SEBs. The line losses
experienced in low tension distribution like rural distribution
exceed 30 per cent in the case of 8 major Boards. As a result of
these high line losses themselves the Boards suffer from a combi-
nation of increased cost of power supplied to the consumer and re-
duced availability of power itself in the State.

4.36. The Task Force carried out a study of the extent of line
losses in different States for the year 1969-70 on the basis of data
of units generated and sold in various States. The All India average
percentage line losses for the year 1969-70 as assessed by the Task
Force is 18 per cent. The State figures varied from 7.7 per cent in
Orissa to 33.4 per cent in Punjab. Assuming 5 per cent losses on
High Tension the percentage loss allocable to Low Tension Sales is
35 per cent in 1969-70. In the vear 1971-72 the overall average line
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loss remained at 18.75 per cent varying from 4.75 per cent in Orissa
to 28,52 in Haryana. Assuming 5 per cent losses on High Tension
the percentage loss allocable to sales is 31.95 per cent in 1971-72.

4.37. The Committee enquired as to how the line losses in India
-compared with some of the advanced countries. The REC have
furnished a statement showing the percentage of transmission and
distribution losses in various countries. (Appendix VI)

It would be seen f_lg_m, the statement that the lines losses in
foreign countries in 1971 varied from 5.38 per cent in Belgium to

12 per cent in Sweden whereas the line losses in India are of the
order of 18.75 per cent.

438. When the Committee pointed out that the percentage of
energy losses in India was the highest, the Corporation stated that
on account of the rapid expansion of net work in recent years, the
-distribution system developed in lop sided manner resulting in consi-

derable loss in the system and affecting the quality and efficiency of
‘power supply.

4.39. Asked about the steps taken in minimising the line losses
the Corporation stated that they have devised a special category of
loan for the specific purposes of improving the system conditions in
the rural areas. This is particularly significant in the present con-
text of general power shortage. The Corporation added that so far
32 system improvement schemes involving loan assistance of more
than Rs. 5 crores have been sanctioned by the Corporation which
would result in saving of 79 m. units per annum. The saving of
-energy in each scheme would generally be 10 per cent or more. How
ever, the Corporation stated that as the schemes had been sanction-
-ed only recently, the first one being only in the February, 1973, and
are still under execution, the actual results would be assessed when
these schemes are completed. Constant guidance is also being given
to the rural electric cooperatives in regard to analysis of feeder wise
losses installation of LT capacitors, testings of meters ete. This has
resulted in significant reduction of losses.

4.40. Asked whether the Corporation proposed to evolve some

uniform policy in this regard for the whole country. It was stated
in the written reply:—

“The various State Electricity Boards have been requested to
modify the conditions of service to motive power con-
sumers so as to make it compulsory for them to instal



o7

L.T. capacitors on the motors to improve power factor
and thereby reduce the line losses. In pursuance of this
recommendation seven States viz, Haryana, Punjab, Uttar
Pradesh, Gujarat, Tamil Nadu, Andhra Pradesh and Kar-
nataka have revised the conditions of supply making the
provision of capacitors by power consumers compulsory.
Power factor losses on induction motors used in pumpsets
and L.T. industries constitute a major cause of energy
losses in so far as avoidable losses due to technical reasons
are concerned. Provision of L.T. capacitors on these
motors is expected to minimise power factor losses.
Losses due to other technical reasons have to be tackled in
each individual system through appropriate system on per-
manent measures.”

4.41. In this connection the Ministry of Energy stated in a writ-
ten reply:

“Admittedly there is scope for reduction in losses which also
include a proportion of pilferages. In view of the power
shortages prevailing in the country at present the
need for reduction of power losses in transmission, distri-
bution, and transformation is both urgent and important.
The Ministry have suggested various measures in this re-
gard to the State Electricity Boards.”

4.42. The representative of the Ministry during evidence stated
that:

“We have made a detailed study of the causes for the high
transmission losses in this country. Now, our findings
are that because of the extensive transmission net work
and low load densities in rural electrification, losses in
those States where these conditions are prevailing are
rather high. They are of the order of 20 to 30 per cent.
One of the reasons identified by us, is the low power factor
operation of the large number of agricultural pump sets.
They number about 25 lakhs at present. These pump-
sets operate at a power factor of about 5 instead of the
normal power factor of .85. The pump sets are taking
twice the normal current for delivering the same output.
so, we have suggested to all the State Electricity Boards,
the installation of an equipment called capacitors at the
consumer terminals. Many of the State Electricity
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Boards have made this installation of capacitors as a con-
dition for giving power supply to future consumers and so
far as existing consumers are concerned, they are being
persuaded to instal these capacitors and wherever it is
possible for them, the Boards are installing these capaci-
tors and recovering the cost in easy monthly instalments.”

The representative of the Ministry further stated as follows:

“Extent of line losses in India today is of high order and on
average it comes to as much as 18 per cent to 19 per cent
...... some of the loss is also attributed to pilferage and
theft but apart from the need to curtail pilferage by in-
stalling a device which would make the system fool proof
against theft etc. It is necessary to improve the distribu-
tion system...... I, for one would certainly regard as an
important part of the general measures that ought to be
taken, not only to increase generation but also to maximise
power availability by doing everything possible to reduce
the losses...... The point you have raised is certainly
of paramount importance because what is the use of the-
schemes if the energy that is generated is lost. We will
definitely consider this.”

443 The Committee regret to note that the line losses in India
are highest as compared to some of the advanced countries. The
line losses in India are of the order of 18.75 per cent, whereas in
foreign countries the line losses in 1971 varied from 5.38 in Belgiumy
to 12 per cent in Sweden. The line losses experienced in Low Tension
distribution like rural area distribution exceed 30 per cent in the case
of 8 major State Electricity Board. As a result of these high line
losses, the Boards suffered from a combination of increased cost of
power supplied to the consumers and reduced availability of power
in the States. It has been stated that on account of the rapid expan-
sion of net work in recent years the distribution system developed
in a lop sided manner resulting in considerable loss in the system
affecting the quality and efficiency of power supply. It has been
stated that about 25 lakh irrigation pump sets installed in the rural
areas are taking twice the normal current for delivering the same out-
put. The Ministry have admitted that there was scope for reduction in-
losses which have also been attributed to pilferages and thefts.

444 The Committee note that with a view to minimising the-
line losses the Corporation has devised a special category of loans
for the specific purpose of improving the system conditions in the-
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rural areas. The Corporation has sanctioned 32 system improvement
schemes involving a loan assistance of more than Rs. 5 crores. The
saving of energy in each scheme is expected to be generally 10 per
cent or more. The State Electricity Boards have also been asked
‘o instal LT capacitors on the motors to improve power factor and
thereby reduce the line losses. The Committee agree with the
Ministry that apart from the need to curtail pilferage by installing a
device which would make the system fool proof against theft etc.,
it is necessary to improve the distribution system.

4.45, The Committee would also like that Corporation should re-
view the adequacy of the measures so far taken to reduce line losses
by installation of suitable devices etc., and assess as to how far such
measures have helped in eliminating pilferages and theft. The Com-
mittee would like to be informed of the results.

4.46. The Committee also recommend that Ministry/Corporation
should examine the question of line losses in the country in depth
in order to identify the causes and suggest to the State Govern-
ments/State Electricity Boards suitable remedial measures. The
Ministry/Corporation should keep a continuous watch to see that
their suggestions are implemented so as to ensure that the energy
generated in the country which is so pressingly required for agricul-
tural, industrial and developmental purposes is not lost unduly in
transmission. | Rt
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RURAL ELECTRIC CO-OPERATIVES

A. Pilot Projects and their Economic Viability

5.1. The Conference of Chairmen of State Electricity Boards, held
in November, 1965 had recommended that one rural electricity co-
operative should be set up in the area of each State Electricity Board
as a pilot project, after holding discussions on the subject with the
experts {rom USAID, and if the experiment was found to be success-
ful, the scheme would be extended further. The programme of rural
electricity co-operatives was to be complementary to the activities of
the Statc Electricity Boards in the field of rural electrification.

5.2. In pursuance of this recommendation the Ministry of Irriga-
tion & Power sponsored an investigation to be carried out by U.S.
experts from National Rural Electric Co-operative Association regard-
ing establishment of Rural Electric Co-uperatives. The report of
NRECA related to location of five pilot Rural Electric Co-operatives
in the country and dealt with the organisational, technical and econo-
mic aspe-ts of those projects. On the basis of those reports the Gov-
ernment of India accepted the location of 5 rural clectric Cocperatives
in Andhra Pradesh, Gujarat, Maharashtra, Karnataka and Uttar Pra-
desh which were registered between July, 1969 and Octoher, 1969
in the following States:

(i) Andhra Pradesh . . (Karim Nagar District Sircilla Taluk)

(ii) Crujarat . . . . (Amreli District Kodinar Taluk)

(iii) Mahacashtra . . . (AP;I)T:ng:IEE;) District Rehuri and Shririn.-
(iv) Karnataka ., . . . (Belgaum District Hukeri Talvk)

(v) Uttar Pradesh . . (a part of Lucknow District)

60
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5.3. In accordance with its charter and the policy directives of
the Government the Rural Electrification Corporation which was
also established in July, 1969 took over the responsibility for further
financing the five pilot rural electric co-operatives.

5.4. The National Rural Electric Co-operative Association ex-
perts had formulated detailed project reports for each of the Co-ope-
ratives. These Reports were subsequently revised in the light of
further developments in the project areas. The Corporation consi-
dered the revised project reports and then sanctioned loans to the
five co-operatives to the extent of Rs. 1281 lakhs, being 100 per cent
of the block cost of the projects including amounts required for tak-
ing over the existing assets of the SEBs in the project areas as also
the amount needed for further investment in the project areas. The
State Governments concerned guaranteed the repayment of principal
of loans and payment of interest thereon.

5.5. These co-operatives began their operation between October,
1970 and March, 1971. The projects were based on project approach
which implied that the extension of electricity would form part of a
wider programme of development in the area for increasing agricul-
tural production and stimulating the growth of rural industries in a
manner taking the entire area as a unit for development. These co-
operatives were based on ‘area coverage’ concept which implied:—

(a) Building up of a net-work of distribution system, adequate
for providing service to every one in the area who wants
it; and

(b) determining feasibility on the basis of total cost and total
revenues of the entire system rather than on the basis of
particular line extension.

5.68. The implementation of the Co-operative projects was phased
over a period of 4 to 5 years. The anticipated achievements at the
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end of this period and the capital outlay envisaged in respect of each
of the five co-operative projects were as follows:—

No. of Kms.of No. of No. of No.of  Capital

Society villages HT.and Pump- Lt. In- dcm. &  coutlay

to be Lt lines sets dustries commer- (Re. in

covered cial con-  lakhs)

nections
1. Sircilla(A.P.) , 173 2435 10299 405 13772 20594
2. Hukeri (Mysore) 107 1387 3665 309 14293 173° 403
3. Kodinar . 107 1448 §422 323 13422 183-12
(Gujarat )

4. Mula-Pravara 167 4192 15509 743 13081 85- 60

(Maharashtra ) 3
5. Lucknow (U.P.) 241 2270 4117 718 8793 242- 6§
TOTAL: . 795 11729 38912 2498 63361 1280-713

5.7. As against the total outlay of the schemes, the loans sanc-
tioned by the REC and the amounts to be given to SEBs for assets
transferred by them to the Co-operatives according to the project re-
ports were as follows:—

Name of the Co-operative Total Sanctioned Amount Value Amount
outlay loans by to be of new drawn

REC given  construc- from REC

to SEB tion up to

31-3-74

(Rs. n7n

lakhs)

1. Sircilla , . . . 295'94 29594 49  246-94 279-08

2. Hukeri , ., . . 173'40 173°40 48  125°40 125-398

3. Kodinar . . . 183 12 18312 22'80 160°32 93780
4. Mula Pravara . . 38560 38560 140 245:60 292°730

s. Lucknow . . 24265 24265 60 182° 65 209° 036
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5.8. The following table indicates the percentage of first, second
:and proportionate third years’ targets (as envisaged in the project
wreport) achieved by the societies upto 31st December, 1973:—

II KV LT Service Connected Village

Lines Lines connec- Load electri-

tions fication

1. Sircilla . . . 100 o8 69 59 82
.2. Hukeri , . . 43 55 61 74 68
3. Kodinar . . . 47 31 43 54 34
4. Mula Pravara , . . 28 27 45 31 28
5. Lucknow . . . 77 71 46 79 63

B. Performance of Co-opcratives

5.9. The Rural Electrification Corporation appointed a Committee
(hereafter referred to as Puri Committee) in February, 1972 to eva-
luate the performance of the pilot co-operative projects and to sug-
gest guidelines for the future in regard to the existing co-operatives,
as well as all those which might thereafter be promoted with assis-
tance from the Corporation. The Committee submitted its report

on 2nd May, 1973.

Giving ap overall assessment of the five electric co-operative the
Puri Committee stated that the experience of the co-operatives ex-
tended only to five societies spread over about two years and that
it was too early to come to any final conclusion about their perfor-
mance or promise. It was, however, added that the record of perfor-
mance of Sircilla and Hukeri societies was very encouraging.
“The Lucknow society had given a fairly good account of itself. The
Mula Pravara and the Kodinar Societies, for certain reasons; could

'not make much headway.
The Puri Committee made the following basic recommendations:

(a) A large programme of rural electric co-operative should be
taken up in the 5th Plan and action should be initiated
to organise some societies in the last year of the 4th Plan
itself, that is, during 1973-74;

{b) A co-operative should be financially viable and capable of
servicing the loans, which should be ensured through an
adequate equity base; appropriate tariff for purchase of
power and a built-in system of subsidy to off-set losses in-
‘herent in rural distribution;
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(c) there should be an organic link between the co-operative
on the one hand and the SEB and State Government on
the other, and this should be reflected in their participa-
tion in the equity capital of the co-operative;

(d) The SEBs should charge a realistic tariff to the co-opera-
tives for energy sold which would render the societies

assuming a reasonable degree of efficiency-financially
viable; and

(e) the management should he professinalised and made more
modern so as to exercise better control on inventory and
have clear-cut-demarcation of functions and responsibilities.

5.10. The Corporation consider the recommendations of the Puri
Committee and accepted the same with certain mi~or modifications.
The Corporation had also issued guidelines to the State regarding
organisation of Rural Electric Co-operatives and action had been ini-
tiated to organise new co-operatives.

5.11. The Puri Committee stated in terms of the Project Reports
all the Co-operative except Hukeri were to earn profit in the first
year of their operation; but only Hukeri society had earned profit.
The two major factors which contributed to the loss of these socie-

ties were stated to be line losses and inadequate margin between
tariff for bulk power and tariff to the consumers.

5.12. The Puri Committee concluded that given the present tariff
structure and the trends in growth of load and energy sale, the work-
ing results of all the societies even in the 6th Year may not yield
adequate surplus to enable them to meet their commitment to REC.
The working results in the 10th year of many of the societies may

not, according to that Committee’s assessment, yield adequate sur-
plus to enable them to service REC loans.

5.13. The margin available to the Co-operative between the pur-
chase rate and the rate of realisation from the consumer was crucial
to its financial viability. The following data compiled by the Puri
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Committee revealed that the Co-operatives were operating on slender
margins:—

(Paise per unit)

L Mula
Sircilla  Hukeri Kodinar Pravara  Lucknow

1. Rate of Su Kply of power

by SEB to the co-operative

assumed in the Pro;ect Report 8 69 10 9 10
2. The actual rate at which

the co=-operative pur

power from SEB . . 8 74 13-4 9 10

3. Realisation by the society
from consumers per unit
of energy bought frcm the
SEB . . . . 126 14 15°07 902 15°2

4. Margin available to the co-
operative . . . 46 6.6 1:67 0-02 52

The figures in the above table show that the Kodinar society is
paying to the SEB substantially higher than the rate assumed in the
project report whereas in the case of Hukeri, the tariff paid to the
SEB is a little higher than the assumed rate.

In this connection the representative of the Ministry of Irriga-
tion and Power stated during evidence:

“Based on the Committee’s indings Government has arrived
at the conclusion that the margin between the rate of power
sold to these electric Co-operatives by the State Electricity
Boards and the power sold to the consumer is much smal-
ler and this is the principal reason as to why the coopera-
tives are not able to make btoh ends meet. So,
it is a question of increasing this margin and the
matter has been taken up by the SEBs and REC
carried out a study that shows that SEBs are los-
ing much more on their rural electrification pro-
grammes rather than if it is channelised through the
co-operatives. Then the losses would be much less. Some
State Governments have agreed to give power to electric
co-operatives at the lower rate which should enable the
co-operatives to make both ends meet.”

5.14. When asked whether the Corporation had considered the
recommendations of the Puri Committee and had any suggestions for
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improving the operational efficiency of the co-operatives the Manag-
ing Director stated during evidence:

“if you look at the financial side, with the exception of one, all
have been losing. The co-operative is an entity which has
no resources other than what has been given to it by way
of loan etc. Here it is very important that the co-opera-
tives must have the barest minimum essential margin,
which would at least enable it to meet its operational cost,
other liabilities, like interest, depreciation etc.

There are two things. One is the rate at which a society sells
electricity to the consumers and the other is the rate ab
which it buys from the SEB. The consumer tariff is fixed;
it varies from State to State. Generally, the agriculture
rates are lower than the cost. Those rates being fixed, we
have ic work backward to give that margin to the co-ope
ratives. If the SEBs are supplying them the power at a
higher rate, that will reduce the margin of the co-opera-
tives. They will not be able to operate even at the break-
even point. The first five co-operatives were set up as a
result of the examination of the USA team. They were
there earlier. Those assumptions, according to us, as we
look back, were somewhat unrealisticc. And what has
happened is that the tariff which the SEBs fixed for the
co-operatives were comparatively high. The co-operatives
did not have the barest essential margin.”

5.15. In a note furnished subsequently by the Corporation it was
stated that with a view to improving the financial position of the
Societies there was a need for providing adequate margin to the co-
operatives between purchase rate and rate of realisation per unit of
power sold by suitable realignment of tariff scheme. As a result of
efforts made by REC in this regard, the State Electricity Boards
of Karnataka, Maharashtra and Gujarat had already brought about
suitable changes which would benefit the Mukeri Mul Pravara and
Kodinar societies. The matter is being pursued with U.P. SEB
in regard to the Lucknow society.

5.16. Commenting on the managerial deficlency, the Managing
Director of the Corporation also stated during evidence that there
had been some management failure in a few areas.

5.17. The Secretary of the Ministry stated that there was de-
ficiency of managerial skill in the electriz co-operatives. The res-
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ponsibility of running a co-operative were such that a fairly high
powered officer should be put incharge of it. It had been suggested
to the State Chief Ministers to consider these officers being of the
status of Chief Engineers.

5.18. In a note submitted to the Committee after evidence, the
Rural Electrification Corporation stated that there was a need for
streamlining the administrative arrangements existing in the socie-
ties with a view to bringing about improvement in the functioning of
rural electric co-operatives. The areas which needed adequate atten-
tion to improve the electric co-operatives were:

“Proper delegation of powers to the Chief Executives; effec-
tive control over the line losses; power system manage-
ment; formulation and implementation of member educa-
tion and member services programme; proper budgetary
and inventory control and proper maintenance of ac-
counts,”

5.19. Explaining the measures taken for the improvement of the
Co-operatives it was stated that:

(1) The Corporation had already advised the societies as well
as the concerned State Electricity Boards and State Gov-
ments to initiate necessary action on these points. Details
about delegation of powers were also worked out by the
Corporation and sent to all the societies for adoption.

(ii) For effective control on line losses and for proper system of
management the societies had been advised by the REC
to determine the feeder-wise line losses, introduce patroll-
ing of the distribution system, undertake a vigorous pro-
gramme of meter testing, and take up surprise checking of
services and also to bring about improvement in the dis-
tribution system by fixing LT capacitors.

(iii) Details of the member education and services programme
had been formulated and sent to the societies for imple-

mentation.

(iv) Regular monitoring of the account; was undertaken by the
REC with a view to evaluating the performance of the so-
cleties and also to suggest measures for improvement. The
Corporation had also brought out a comprehensive Guide
Book covering all these aspects for the guidance of the co-
operatives.
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It was added that another method of improving the financial posi-
tion of the co-operatives could be strengthening the Share Capital
base of these societies so that their debt and interest burden could be
reduced. The Corporation had taken up the gquestion of augmenting
the share capital base of the societies with the concerned State Gov-
ernments and the State Electricity Boards.

C. New Rural Electric Co-operatives

5.20. Regarding setting up of new co-operatives during Fifth Plan,
the Management state:

“It is expected that 25 new rural electric co-operatives might
come up during the 5th Plan. Two new rural electric co-
operatives have already been registered in Andhra Pradesh
viz. the Rayachoti Rural Electric Co-operative Society in
Cuddapah district and Anakapalli Rural Electric Co-opera-
tive Society in Vishakhapatnam District. The Corporation
has already conveyed sanction of pre-construction loan of
Rs. 1 lakh each to the new societies and loan assistance to
the Government of Andhra Pradesh of Rs. 20 lakhs for
share capital participation in the two co-operatives at the
rate of Rs. 10 lakhs each.

One Society each in the States of Bihar (Fatwa-Phulwari-
Sharif Rural Electric Co-operative Society) and Orissa
(Athagarh Rural Electric Co-operative Society in Cuttack
District) have already been registered. Their Project Re-
ports however, have yet to be finalised.

The Governments of Madhya Pradesn, Rajasthan and Karna-
taka have intimated their acceptance in principle to or-
ganise new rural electric co-operative in their States. Ex-
cept in Karnataka, the areas have been identified and fur-
ther steps initiated for the registration etc., of the socie-
ties.”

5.21. The Committee note that the Rural Electrification Corpora-
tion took over the responsibility for financing the five pilot rural elec-
tric co-operatives set up by Government in July, 1969 in the States of
Andhra Pradesh, Gujarat, Maharashtra, Karnataka and Uttar
Pradesh. The Corporation sanctioned loans to the five Corporatives
to the extent of Rs. 12.81 crores, The Committee were informed that
with the exception of one, all the Co-operatives have been losing. One
of the main reasons as to why the Co-operaiives have not been able to
operate even at break-even point is that the margin between the rates
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of power sold to the Cooperatives by the State Electricity Boards and
the power sold to the consumers by these cooperatives is very small.
The margin in the case of Mula Pravera and Kodinar was only 0.02
and 1.67 paise per unit respectively. The Committee are informed
that as a result of efforts made by REC in this regard, the State Elec-
tricity Boards of Karnataka, Maharashtra and Gujarat have now
brought about suitable changes in the tariff which would benefit the
Hukeri, Mula Pravera and Kodinar Societies. The Committee hope
that the State Electricity Boards in the other two States will also
be persuaded to bring about necessary changes in the rates so as to
improve the economic viability of the respective Co-operatives.

5.22. The Committee recommend that Government/Corporation
should work out a minimum margin between the purchase rate of
power per unit and the rate of realisation from the consumers keep-
ing in view the economic viability and profitability of the Coopera-
tives and then take up this question with the State Governments/
State Electricity Boards concerned and persuade them to agree to
supply power to the Rural Electric Cooperatives in their region at
such rates as may give them adequate margin to meet their opera-
tional cost and for making provision to enable them to discharge their
development programmes.

5.23. The Commiittee are also informed that the other major factor
which contributed to the loss of these Societies was deficiency of
managerin” : ill in the Cooperatives. It has been felt by the REC that
there wa; a need for streamlining the administrative arrangements
existing in the societies with a view to bring about improvement in
the functioning of these Cooperatives. The Committee would like
the Government/Corporation to pursue this matter with the State
Governments/State Electricity Boards/Cooperatives concerned so that
fairly high powered and well qualified officers who have already heen
trained by the Corporation are put incharge of these co-operatives,
as this will help in creating an impact on the functioning of the
Cooperatives. The Committee stress that without effective manage-
ment and adequate qualified staff it would hardly be possible for
the Co-operatives to moke headway.

5.24. The other areas which need adequate attention to improve
the functioning of co-operatives are line losses, power system mana-
gement, formulation and implementation of member’s education and
Member’s services programmes; proper budgetary and inventory
control proper maintenance of accounts etc. The Committee are
informed that the Corporation had already advised the Societies as
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well as the concerned State Electricity Boards and State Govern-
ments to initiate necessary action on these points,

5.25. The Committee hope that with the implementation of the
various schemes suggested by REC the working of these Cooperative
would substantially improve. The Committee also find that Corpo-
ration had taken up the question of augmenting the share capital
base of the societies with the concerned State Governments and
State Electricity Boards. The Committee would like to be informed
about the concrete action taken by the State Governments/State
Electricity Boards and the progress made in this regard.

5.26. The Committee are informed that according to a study
carried out by REC the State Electricity Boards were losing much
more on the rural electrification programme than when it came to
be channalised through the Cooperatives. In view of this the Com-
mittee recommend that the REC should make concerted efforts not
only to improve the functioning of the existing Cooperatives but
also encourage the growth of such Co-operatives in other States.

5.27. The Committee were informed that 25 new Rural Co-opera-
tives are proposed to be set up in the 5th Five Year Plan, The Com-
mittee would like that a phased time bound programme should
be drawn up for the implementation of this proposal and the Com-
mittee informed of the details. The Committee also recommend that
the experience gained in the functioning of the Cooperatives already
set up should be effectively utilised in setting up new cooperatives
so that these are free from the difficulties and handicaps which have
hampered their working.
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RESEARCH AND DEVELOPMENT
A. Survey and Development Activities

6.1. It has been stated in the Report of Task Force on Rural Elec-
trification that, to keep abreast of the times and to utilise the fruits
of development elsewhere, it is necessary to have an organisation
solely devoted to research and development work.

6.2. The Committee asked as to the steps taken by Corporation
for organising the Research and Development programme on the
lines suggested by the Task Force. The Corporation in a written
reply stated that Research on the following items had already been
taken up and the position was as indicated below:—

“(1) Optimum Design of PCC|RCC poles: An applied research
programme for evolving optimum and economic designs
of PCC and RCC poles has been sponsored at the Cement
Research Institute of India. CRI have carried out 36
designs and arrived at a design suitable under declared
parameters. Based on current international practices
these changes were agreed to, and the designs of poles
based on these revised parameters have been requested
to be taken up. CRI has been requested to address ISI
to agree to the change in practice.

(2) Reduction in losses: As a part of the programme initiated
by the Corporation for reduction of line losses in rural
systems, the Corporation entrusted the Indian Institute of
Technology a study for determining experimentally the
power factor at which the general purpose induction
motors, commonly used for agricultural purposes, operated
under varying conditions of load and voltage and deter-
mining the extent to which the power factor can be
improved with the help of I.T. capacitors. The results

‘ of this study and allied investigation carried out by the
Corporation was subsequently discussed by a Committee
comprising the representatives of REC, some of Electri-
city Boards, that Central Board of Irrigation and Power:
and decision was taken to recommend to the State Elec-
tricity Boards, wide use of LT capacitors at the terminal

r n
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of the consumer’s motors. In pursuance of the
recommendations of the Committee, a number of
State Electricity Boards namely, Haryana, Punjab, Uttar
Pradesh, Gujarat,Tamil Nadu, Andhra Pradesh and Kar-
nataka have revised the conditions of supply making the
provision of capacitors by the power consumers compul-
sory. This is likely tc appreciably bring down the losses
in the rural electrification system.

Crimping Tools: —The Corporation is making efforts to de-
velop acheap and manually operated crimping tool which
is widely used in other countries. This tool is used for
making quick and strong joints in high tension and low
tension lines, thereby improving continuity of supply and
reducing the line losses. The work is presently going on.

The prototypes when ready, would be distributed to the Elec-

@

(5)

tricity Boards for being used on experimental basis in the
field so that these could be later ordered by them for
regular use in their systems.

Research Seminar:—A Seminar on Research problem re-
lating to rural electrification was organised in May, 1974
in which a large number of papers covering a wide range
of topics were discussed. As a result of the discussion at
the Seminar the problems which could be taken up im-
mediately for research were identified. These subjects in-
clude (i) development of motors with high power factor
at partial loads; (ii) design of special type or cross arms
for use on rural lines and (iii) use of aluminium alloy eon-
ductors in coastal areas. Appropriated action in this re-

gard has already been initiated.

Import Substitution: —At present some of the components
used in the manufacture of LT capacitors are imported,
viz insultating oil Chlorinated Diphenyal and Tissue
Paper. Efforts are being made to study these components
in detail and in this connection discussions are being held
with the manufacturers and the Indian Manufacturers’
Association to find out the possibility of using certain in-
digenous materials in place of imported components.
The indigenous substitues for the Chlorinated Diphenyal
Oil are Aroclor fluid and for Tissue Paper is Plastic Insu-
lated paper to some percentage. This will reduce the
need for foreign exchange and will also boost the indi-
genous production of capacitors which will now be used
in large quantities.”
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6.3. The Corporation added that Committee consisting of repre-
sentatives of Gujarat, Karnataka, West Bengal, Punjab and Uttar
Pradesh State Electricity Boards and officers of Rural Electrification

Corporation had been set up to advise the REC on specified research
problems,

6.4. The CRI is stated to have been addressed to indicate the
terme and conditions for development of PCC crossarms.

The following firms have also been addressed to indicate their
terms and conditions for development of motors with high power
factors at partial loads.

1. MJs. Bharat Bijli
2. M|s. N.GEF.

3. M|s. Crompton Greaves
4. M|s. BHEL

It has also been stated that replies are being received from the
various firms.

6.5. Following institutions abroad have been addressed to furnish
the details on the manufacture of insulated crossarms:-—

1. Rural Electrification Administration, Deptt. of Agriculture,
U.S.A.

2. Transmission & Distribution Engineer, Ontario Hydro,
Canada.

3. Electricity Council Overseas Communication Service,
London.

4, Swedish State Power Board, Sweden.

o

. Electricity Supply Association of Australia, Melbourne,
Victoria.

6. Electricite de France, Paris

7. Bertungas-Steillis Fur, Dusseldorf.

8. Ente Nazionale Per L'EMERGOA ELECTROCA, Italy.
9

. Ministry of International Trade and Industry, Japan.
Replies are being received.
6.6. A meeting was held on 19th August, 1974 with the representa-

tives of BHEL, Bhooal and M/s. Permali Wallace, Bhooal to decids
further action to be taken on insulated cross arms.

398 LS—6.
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M|s. Permali Wallace have been requested to furnish information
on the cost of “Parmasulator” for use with wood crossarms, steel
crossarms and with their own make insulated crossarms and also
the cost of their insulated crossarms suitable for the line construc-
tion standards of the R.E.C.

Letters have been issued to various State Electricity Boards to
instal short length of aluminium alloy conductors in polluted areas
to study their performance.

The Corporation further stated:—

“No specific provision has so far been earmarked for Research
and Development. Expenditure on various research pro-
blems is met from the existing budget. However, now the
expenditure will be met from the Svecial Development
Reserve which has recently been created to finance
among others, research activities.”

6.7. In this connection the Ministry of Irrigation & Power in-
formed the Committee in a written note after the evidence that no
separate funds had been provided in the draft Fifth Five Year Plan
for organising the research and development programme as such for
rural electrification. The research and development programme in the
field of rural electrification was to be undertaken by the State Elec-
tricity Boards from the funds earmarked for the rural electrification
programme. It was further stated that the Corporation had set up a
Research Committee to identify the technological problems having
direct bearing on rural electrification and those of immediate interest.
The Committee would also work out further such specific programmes
of research that may be undertaken.

6.8. The Committee enquired during evidence of the represen-
tatives of the Ministry of Irrigation and Power whether Government
had thought of any totally radical methods like tidal power, wind
power, gobar gas based on animal waste and methane gas generated
from human waste, for providing electricity in localised areas or to
a group of villages not dependent on large financial resources. '

The representative of the-Ministry replied as follows:—

“About the tidal power possibilities, some possibilities exist.
At Sunderban, preliminary studies have been made of the
possible scheme that could be formulated for generation
of power. The La Rame project in France has been the
model for our scheme, The Government of India has consti-
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tuted a Study Group for tidal power possibilities in the
gulf of centres. They will collect data regarding nautical
tides etc. from the available data. Some survey data will
also be required. This Study Group will prepare some sort
of a preliminary reconnaissance report. Therefore this
project will be considered. The tidal power cost is much
high. The alternative rources are much cheaper. The
tidal power would not be quite desirable at the present
state of our economy. In France, they have developed
only one project. They are not now developing further.
Tides go on shifting and that creates lot of problems.
Some study is on hand. The problem mentioned by the
hon. Member relate to research and development on non-
conventional sources of energy like solar energy, tidal
power and wind power. For this purpose, a sum of rupees
four crores has been provided to the Department of Science
and Technology for funding projects in this regard during
the 5th Plan. With regard to wind power, the National
Aeronautical Laboratory has already developed a suitable
design. Several of such mills have been in use in the State
of Karnataka for pumping water. We have recently ins-
talled one such mill in our Research Institute, Bangalore
and are making studies for the effective use of the power
that would be generated from such a wind mill. There
are some problems.

First of all, the wind mill is connected to a DC generator and
because of the variable speed of wind, the voltage of the
DC generator would be varying, our object is to have a
constant DC voltage, and for this purpose, we are develop-
ing a suitable electronic device. We are working on that.
We are also developing a suitable induction generator
which can be connected to the general AC net work. This
would be very useful and you will get alternative source
of energy instead of DC which has certain limitations.”

6.9. Regarding Gobar gas plants the Committee were informed
that the Ministry of Irrigation and Power had not done anything
because that was being dealt in other Ministries. The Science and
Technology Department was stated to be doing considerable work
on the gobar plants and also on plants based on human waste.

6.10. The Committee note that the Corporation has taken up
research on items like optimum design of PCC/RCC poles, reduction
in line losses, crimping tools, import substitution, the development
of motors of high powered factor at partial loads, design of special
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types of crossarms for use on rural lines and use of aluminium alloy
conductors in coastal areas etc.

6.11. The Committee were informed that no specific provision
has so far been carmarked for research & development work and
the expendilure on research problems .was met from the existing
budget and in future it was proposed to be met from the Special
Development Reserve created by the Corporation. No separate
funds had been provided even in the draft Fifth Five Year Plan for
organising research & development programmes as such for rural
electrification and the rescarch & development work programmes in
rural elcctrification in the fields are undertaken by the State Electri-
city Boards from the funds carmarked for the rural electrification
programmes. The Corporation had set up a research committec to
identify the technological problems having a direct bearing on rural
electrification and those of immediate interest. That Committee

would work out further specific programmes that may be undertaken
for research.

6.12. The Committee hope that the research committee set up by
REC would soon identify the areas on which the research could be
undertaken so that the Corporation may be in a position to wutilise
the results for achieving import substitution and effecting techno-
logical improvements and economies in Rural Electrification,

6.13. The Commiittee also recommend that the Corporation should
keep a close liaison with other research institutes already engaged
in investigation and research in various problems associated with
the generation, transmission and distribution of electrical energy in
India in a rational and economical manner like the ‘The Central
Power Research Institute’, Bangalore and Bhopal units, ‘Research
and Development Organisation for Electrical Industries’, Bhopal,
‘the Indian Institute of Technology, etc. so as to avoid duplication
of cfforts. The Committec would like the Corporation to sponsor/
undertake research only on such aspects as were of urgent practical
interests of rural electrification and concentrate only on priority
arcas in order to achieve early break through in rural electrification.

6.14. The Committee would also like REC to keep in close touch
with the Department of Science and Technology regarding the deve-
lopments on non-conventional sources of energy for which a sum of
Rs. 4 crores is stated to have been provided for projects during the
5th Plan, so that the results of the experiments could be gainfully
utilised by REC in their schemes of rural electrification.
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B. Standardisation

6.15. The Management of the Corporation have stated that there
was considerable disparity in the specifications as well as in the cost
of materials used by various States Electricity Boards for rural elec-
trification. It not only involved increased cost in manufacture but
also caused delay in the execution of the orders, The Committee were
informed that if the materials and equipment used for rural electri-
fication could be standardised, it could reduce costs by at least 10 to
15 per cent and that besides, it would be possible for the manufac-
turers to supply the standardized equipment from their ready stock.
With the twin objectives of ensuring maximum economy and quick-
ening the pace of rural electrification schemes a separate standardi-
sation Cell was set up in REC in November, 1970.

6.16. In pursuance of the above objectives, certain specifications
and construction standards have been evolved by REC in consulta-
tion with the Central Water & Power Commission, Indian Standards
Instilute, Central Board of Irrigation and Power and the various
State Electricity Boards. A Technical Committee comprising the
representatives of the REC, State Electricity Boards and ISI etc. also
go into the details and approve the issue of the specifications and
standards. The REC has already evelved certain specifications and
construction standards as mentioned helow:-~

Specifications )

1. Hard drawn standard Aliminium and Steel Cored Alu-
minium Conductors for Overhead Power Transmission
Lines.

2. Outdoor type Three-Phase II KV/433-250 V  Distribution
Transformers up to and including 100 KVA.

3. Porcelain Insulators and Insulator Fittings for 11 KV
Overhead Power Lines.

4. Porcelain Insulators and Ipsulator Fitting for 415/240 V
Overhead Power Lines,

5. Single-phase and Three-phase Whole-Current A.C. Meters.

Construction Standards
No. o

Standards.
A. 11 KVlines . . . . . . . . . 9
B. 415/240 V lines, . N . . . . . . . 9

C, 11 KV Insulators & Fittings . . . . . . . 2
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D. 415/20 V Insulators and Fittings , . . . . . 5
E. Conductors & Assessorics . . . . . . 18
F. 11 KV/433-250 V Distribution Sub-staticns 3
G. Guying Details 3
H. Service Connections, . Q
I. Earthing Practice, Safety Devices . 3
J. Miscellaneous . . . . 3
K. 33/11 KV Sub-stations . . . . . . . 1

A number of specifications/construction standards are still
stated to be under preparation,

6.17. To an enquiry as to how far in the opinion of Govern-
ment the standardisation has helped in effecting economy in cost
and accelerating electrification the Ministry have stated that:

“The Rural Electrification Corporation Ltd. have been doing
pioneering work in regard to standardisation of practices
and materials for use in rural electrification. Govern-
ment expect standardisation result in economy in the cost
of materials and to speed up construction work. How-
ever, no quantitative assessment has been made by Gov-
ernment . of the savings effected as a result of the stan-
dards prescribed so far bv the Rural Electrification Cor-
poration Ltd.”

A number of specifications/construction standards in regard to
33/11 KV  transformers, L.T. capacitors, Design of supports for
angle and dead-end locations, Guy tables, AB switches, H.G, fuses,
Manual for maintenance and operation of pumpsets safety Code,
etc. were also stated to be under preparation.

6.18. The Committee note the efforts made by the REC to stan-
dardise the specifications of the material useqd in rural electrifica-
tion and also the construction practices with a view to effecting
maximum economy and accelerating the pace of rural electrifica-
tion. The Committee were informed that the standardisation of
specifications and construction practices could reduce cost by at
least 10 to 15 per cent. The Committee would like that the schemes
for stardardisation in respect of various items which were stated
to be under preparation should be finalised as early as possible and
introduced in the actual execution of the rural electrification
schemes. The Committee would also like the REC to continue theix
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efforts and progressively identify more and more items in which
there was scope for standardisation and economy in construction
practices with the ultimate objective of covering the entire field
of activity systematically and achieving economy in construction
consistent with efficiency.

6.19, The Committee recommend that Government should con-
tempraneously make a critical assessment of the economies effected
as a result of the standards provided by REC and arrange to issue
suitable guidelines for adoption of these standards by the State
Electricity Boards. The Committee would like that the Corporation
should mention the details concerning the items standardised and
adopted in actual execution in their Annual Reports for the infor-
mation of the Parliament.

C. Ground Water Potential

6.20. In the rural areas, power is mainly used for lifting ground
water for irrigation purposes. As utilisation of power for pump-
ing ground water depends on adequate availability of water a
proper survey of the ground water research is essential if the in-
vestments are not to become infructuous. It is also essential that
investment on energisation of pumpsets is related to potentialities
for ground water development in a region.

6.21. While explaining the position to the Committee about the
constraints/difficulties faced by the Rural Electrification Corporation,
the Managing Director of the Corporation stated during evidence
that the available ground water potential went waste due to inade-
quacy of organisations at State level. He further stated that almost
all the States had some cells or wings to look after thHis work and
the Corporation was trying to strengthen those cells in many States.
These cells took some time before they started working efficiently.

6.22. The Committee pointed out that the ground water survey
had not been properly done and it was this difficulty which was
coming in the way of REC for rural electrification programme and
enquired as to what steps were taken by the Ministry during the
last five years to obviate these difficulties. In reply, the representa-
tive of the Ministry stated:—

“There has been a lot of development in the field of ground
water survey during the last eight years. Upto the year
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1965 the order of development was 3 per cent but with
the appearance of high yielding varieties and realisation
of the sigificance of ground water as an assured source
of irrigation and with the availability of cooperative cre-
dit there was great spurt in the demand of ground water
since 1965 onwards. Upto 1965 only Geological Survey ot
India had a few directorates in the States which were
carrying out some geological reconnaisance and there was
Exploratory Tubewells Organisation which used to do
drilling in the prospective areas. Since 1965 we felt
merely a Central agency will not be able to perform this
gigantic task and that the State Ground water organisa-
tions were a must. Now, more or less every State has a
fairly good ground water organisation.

As far as the programme is concerned we are adding 4 million
acre feet of water every year.”

6.23. To an enquiry whether the Government proposed to con-
duct an all India survey regarding the availability of ground water
in different regions, the representative of the Ministry stated:—

“the Government of India as well as the State Governments
are busily engaged in conducting surveys of the ground-
water potential. In fact, I should say the Government of
India Ground Water Board as well as the State Govern-
ments’ agencies are already working on a survey of the
ground water potential. It has been done for the past
several years, particularly, after 1948, when many villages
had come within the groundwater scheme. And ground-
water has assumed a great importance because water is
required in right time and in right quantity. “....” Of
course with more surveys and with higher technological
applications, the potential may go up somewhat in the
years to come. A rough picture is already available.”

Further clarifying the position the representative of the Minis-
try stated that survey in ground water was a continuous process.
The Government had two-fold approach. On the one hand they were
trying to apply all the available knowledge and intensify ground
water in as fast a manner as possible. Secondly, a lot of information
in ground water investigation was thrown up by production pro-
gramme itself, and this way every year they were getting more and
more knowledge. The representative of the Ministry added that
groundwater knowledge and availability of date was not a bottle
neck in ground water planning now.
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6.24. Asked how Government were helping REC in formulating
their schemes, the representative of the Ministry stated that: “we
are associated with REC and a very good guideline was mutually
formed. There was a conference attended by experts all over the
country and it formulated a guideline for the preparation of the
REC schemes. Now schemes are being prepared according to this
guideline. At the State level REC schemes are required to be pre-
pared by the State Electricity Boards in active collaboration with
the State Government organisations.”

6.25 The Committee are concerned to note that the available
ground wate: potential went waste though almost all the States
have some cells or wings to look after the work regarding ground
water survey because of the inadequacy of the organisation of
ground water and survey, could not be properly done. This difficul-
ty is coming in the way of Rural Electrification Corporation for
rural electrification. The Committee are informed that Government
of India Ground Water Board as well as State Government agen-
cies are already working on a survey of ground water potential and
with more surveys and with higher techmological applications, the
potential may go up somewhat in the years to come and that ground
water knowledge and availability of data was not a bottleneck in
ground water planning.

6.26. The Committee need hardly stress that all efforts to supply
power in the rural areas for energisation of pumpsets would prove
futile and all investments made for rural electrification would be
infructuous if there is lack or inadequacy of ground water in those
areas.

6.27, The Committee recommend that Government should ensure
that the State ground water organisations are involved in a greater
measure in planning and im locating ground water potential areas
and before the Corporation sanctions any rural electrification
scheme, it should make sure of the availability of ground water in
the area for which the electrification scheme is intended.
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FINANCIAL MATTERS
A, Idling of Funds

7.1. A statement showing the receipts and disbursement of funds
by R. E. C. during 1969-70 to 1973-74 is given below:

(Rs. in crores)

Opening Receipts Internal Total Disburse- Clesing

balance resources ment Balance

1969-70 . . .. 10°00 0:03 10°03 99§
1970-71 . . 9'95 2200 017 32-13 2609 604
197172 ., . 604 39:00 062 45'83 3567 10' 16
1972-73 . . 10°16 57°34 1:46 6885 48-91 19-94
1973-74 . . 19°94 3866 218" 6078 51°20 9-23
0-36 T.B.

167°00 4' 46 171-46 16187 9'59

7.2. The Committee pointed out that while there has been idling
of funds in REC by investment for securities, the programme of
Rural Electrification in States are suffering due to lack of funds.
The Corporation stated in a written reply that the balances carried
forward represented money committed to be disbursed to SEBs in
respect of schemes already sanctioned but not drawn by SEBs for
various reasons more particularly because of their failure to show
the prescribed level of performance. In all cases where the per-
formance of SEBs relating to Projects was not satisfactory, it was
brought to their notice for remedial action. It was added that
SEBs were never short of funds as far as execution of schemes was
concerned, as the funds provids by REC to SEBs are in the nature
of advance payment and not by way of reimbursement of expen-
diture incurred. In this connection, the Ministry stated that the
carry-forward was not on account of investment in securities. On
the other hand, because of the carry forward they had to be inves-
ted in securities according to the directive of the Government of

India.
82
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7.3. The Committee pointed out that unsecured loans from Gov-
ernment of India to Rural Electrification Corporation carried rates
of interest of 6 per cent to 6.25 per cent while investments in Gov-
ernment securities carried interest at 4 per cent only and enquired
about the loss incurred by REC due to difference in interest. The
Corporation, in a written reply, stated that the investments were
as per Government dire:tive to the Corporation. The Corporation,
however, ensured that the loss on account of the difference in
interest rates on the unsecured loans from (Government of India
and investment in Government securities is reduced to the mini-
mum by drawing loans from Government as late as possible in the
financial year concerned. Thus loans from Government of India
were generally drawn by the Corporation during March each year
and the Corporation made disbursements to the full extent of
loans to SEBs etc. ensuring that the loan funds remained with the
Corporation for not more than about 2 weeks in any case. The
Corporation had requsted Government of India to increase the rate
of interest on special securities to further reduce the marginal loss
on this account and their reaction is awaited. In this connection,
the Ministry in a written reply stated that. ‘“the Corporation has
also sent a proposal to allow them to invest the money in scheduled
banks. These proposals are under consideration.”

7.4. The Committee note that while on the one hand the Cor-
poration is complaining of lack of adequate funds for financing the
rural electrification programmes, funds to the extent of Rs. 6 crores
to Rs. 20 crores were laying unutilised. The Committee are informed
that these represented undisbursed amounts relating to State Electri-
sity Boards because of various reasons and particularly because the
performance of some projects of SEBs did not come up to the re-
quired level to enable disbursement of subsequent instalments. The
Committee note that Government of India directed the Corporation
to invest such carry-forward amounts in Government securities, and
such investments carry interest rates much lower than the rates of
interest at which unsecured loans are obtained by REC with the
result that the Corporation is put to a financial loss on account of
such investments. The Committee are informed that the Corpora-
tion had already approached the Government of India for an in-
crease in the rate of interest on special securities and to allow
them to invest the money in scheduled banks and the Government
of India is yet to take a decision.

7.5. While the Committee agree that it would be in the interest
of the Corporation to retain the unutilised funds with it for meeting
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its needs, the Committee recommend that the Corporation should
undertake a detailed review of those projects which have not come
up to the required level so as to analyse the causes/difficulties with a
view to rendering constructive ashistancelguidance in removing
these constraints to enable the State Electricity Boards to draw the
subsequent instalments of loans,

7.6. The Committee desire that a suitable working arrangement
should be evolved for the investment of the unutilised amount so
that the Corporation is not a loser in complying with Government
directions.

B. Working Results

1.7. The Working results of the Corporation for 1970-71 to 1973-74

are tabulated below:
(Rs. in lakhs)

1970-71  1971-72  1972-73  1973-74

Income 67-27 186- 89 47174 73691

Expenditure

Salaries and other expenses . . . 1424 2714 5574 72°27

8,87 69- 15 128-35§
53'04 15088 346- 85 536°29
77 40 180-00 282-00

73-48  166'85 25429

Interest on loans
Profit before tax

Tax provision

Profit after tax . .
% of profit to equity capital 612 8-34 820
9, of administrative expenses to interest and
other receipts. . . . 1452 11-82 981
3

7.8. The Committee pointed out that the expenses on salaries and
other expenses have increased from Rs. 14.24 lakhs in 1970-71 to
Rs. 72.27 lakhs in 1973-74 and enquired whether the Corporation had
fixed any norms for the staff pattern

7.9. The Managing Director of the Corporation informed the

Committee during evidence thus:

“No norms as such have been set, because norms are not

really for senior staff;”

7.10. The Secretary of the Ministry stated that the Corporation
had been managing with the administrative expenses of near by
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9.8 per cent of the income but he could not say whether it was
reasonable and to what extent this was justified. He added that:

“the Board of Dire:tors are expected to review the matter
from time to time. I am informed by my representative
on the Board of Directors that no particular norms had
been fixed but 1 will certainly take up this question for

consideration.”

He added that:

“Wherever feasible it ought to be fixed otherwise administra-
tive expenses will go up.”

7.11. The Committee are glad to note that the percentage of profit
to equity capital has risen from 6.12 per cent in 1971-72 to 8.2 per
cent in 1973-74. The Committee expect that the Corporation would
continue to maintain the tempo of the working of the Corporation
at a reasonable level so as to ensure generation of surpluses for

further development of REC.

The Committee note that the administrative expenses of the
Corporation has increased five fold from Rs. 14.24 lakhs in 1970-71
to 72.27 lakhs in 1973-74, though the percentage of administrative
expenses to income .has been decreased from 14.52 to 9.81 per cent.
The Committee are informed by the representative of the Ministry
during evidence that though the Corporation is managing with the
administrative expenses of 9.8 per cent of income, he is not in a
position to say whether it is reasonable and to what extent the in-
crease is justified. The Committee also note that no norms for

staffing pattern have so far been fixed.

Recommendation regarding staffing pattern and administrative
expenses has been recorded in this Report vide para 8.13.



VI
ORGANISATION

A, Board of Directors

8.1. The present composition of the Board of Directors of the
Rural Electrification Corporation is given below:—

Chasrinan . 1

Maragirg Directors . . 1

Members

Representatives of Goverrmenrtof India , Ministry of Agriculnie 1
Ministry of Firar.ce 1
Planning Commissicn 1

Central Water and Power Ccrmissicn 1
Ministry of Irrigaticn & P wer 1

Retired Chief Engireer Ardl.ra
Pradesh State Electricity Be ard 1

Representatives of Public Sector . . . 2

Representatives of Private Sector . . . 2

8.2. The Committee enquired whether State Electri.ity Boards
should not be given adequate representation on the Board of Direc-
tors. The Ministry in a written reply stated that:

“The State Electricity Boards are not represented on the
Board of Directors, The main function of the Rural
Electrification Corporation Ltd. is to finance the pro-
gramme of the rural electrification in the country. The
schemes are drawn up by the State Electri ity Boards
and sponsored by them to the Rural Electrification Cor-
poration Ltd. for necessary financial assistance. The
Boards, are, therefore, borrowers of finance from the Rural
Electrification Corporation Ltd. While it is not considered
incumbent to include representatives of the borrowers in
the Board of Directors of the Corporation, Goveranment
have not so far examined the pros and cons of such re-

presentation in depth and taken any firm yiew in the
matter.

86
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The expertise and experience of the State Electricity Boards
is however, availed of by the Rural Electrification Cor-
poration Lid. by drawing officers of the Boards on depu-
tation from time to time.”

8.3. The Committee find that at present the Board of Directors
is headed by a Part-Time Chairman assisted by the Managing Direc-
tor of the Corporation, 5 Government Officials. a retired Chief
Engineer from Andhra Pradesh State Electricity Board, Managing
Director of ARC and 2 Directors from private sector and there is no
representative of the State Electricity Board on the Board. The
Committee are informed that since the State Electricity Boards are
borrowers of finance from the REC, it is not considered incumbent
to include representative of the borrowers in the Board of Directors.
The Government have not also examined in depth the pros and cons
of such an inclusion. The Committee would like the Ministry to
evolve a system by which one representative from each Zonal/
regional grid should by rotation serve orr the Board of Directors of
the Rural Electrification Corporation to enable the Corporation to
appreciate the problems of State Electricity Boards in a better pers-
pective and take suitable remedial action to solve these problems
in the interest of implementation of the rural electrification
programmes.

B. Staff Strength vis-a-vis work done in REC

8.4. The Corporation is headed by an honorary part-time Chair-
man who is the prinicipal co-ordinating authority in the Corporation.
The wholetime Chief Executive of the Corporation is its Managing
Director who is in overall charge of all Divisions other than the
Technical Division. He reports to the Chairman and the Board of
Directors. There is one Technical Director in charge of the Techni-
cal Division. On all technical matters concerning the working of the
Corporation the Technical Director reports to the Chairman and the
Board.

8.5. Keeping in view the promotional as well as the Operational
work devolving on the Corporation an organisational set up has been
evolved consisting of, besides a Secretariat which served the Board,
four principal divisions viz:—

(i) Technical Division;

(ii) The Project Appraisal Coordination and Evaluation Divi-
sion (PACE);

(iii) Finance and Accounts Division;

(iv) The Cooperative Organisation, Planning and Training
Division;



88

In addition there are three cells one each for (a) personnel Ad-
ministration; (b) Information and Public Relations: and (c) Standar-
disation.

8.6. The Corporation has paid special attention not only to evolv-
ing an appropriate organisation scheme so as to cope with its ex-
panding operations but also to reviewing its adequacy from time to
time. In the light of such a review the Corporation opened its first
Regional Office at Calcutta covering Assam, Meghalaya, Orissa, be-
sides West Bengal headed by a Chief Project Engineer. The Cor-
poration expects that the Regional Office would help speed up both
project formulation and project implementation in these States. In
the context of the large tasks of the Fifth Five Year Plan including
the greater complexities of Minimum Needs Programme the Corpo-
ration will be handling a total programme which is almost three
times that was entrusted to it in the 4th Plan. A new Division has
been added termed as Planning Evaluation, Research and Training
Division (PERT). With this new division the project has now five
principal Divisions and three Cells.

8.7. The Management stated in a note furnished to the Com-
mittee after the evidence that the staff strength of the Corporation
had been augmented from time to time on account of the increase in
the activities of the Corporation.

The Category-wise total staff strength at the end of each of the
finan-ial years from 1969-70 to 1973-74 and the increase over the pre-
vious year are as follows:—

Class I & 1I Class IIT Class 1V Total

At the Increase At the Increase At the Increase At the Ircrease
erd of over erd of over the erd of over erd of over
the yr. the theyr. pre. theyr. prev. theyr. the prev.
prev. year year year year
1 2 3 4 s 6 7 8 9
1969-70 8 8 8 24
1970-71 . 28 20 48 40 31 28 107 83
1971-72 . 38 10 60 12 34 3 132 25
1972-73 86 48 168 108 70 36 324 192

1973-74 . 104 18 223 55 114 44 447. 117
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8,9. In regard to clerical staff (including stenographers) and
Class IV, the Corporation has adopted the same norms as obtaining
in the Government of India.

8.10. The Corporation sanctioned 11 loans amounting to a total
of Rs. 5.89 crores upto the end of 1969-70 whereas at the end of
1973-74 the number of loans sanctioned stood at 693 amounting to
Rs. 304.32 erores. The number of projects appraised and monitored
during these five years was 40,79, 164, 373 and 438 respectively.

The expenditure on administration increased from Rs. 27.14 lakhs
in 1971-72 to Rs. 55.74 lakhs in 1972|73 and to Rs. 72.27 lakhs in
1973-74 though the percentage of administrative expenditure to the
income decreased from 14.52 in 1971-72 to 11.82 in 1972-73 and to 9.81
in 1973-74.

8.11. The Committee enquired during evidence of the represen-
tatives of the Ministry of Irrigation and Power whether any study
had been made to find out whether the increase in staff strength was
proportionate to the rate of growth of the work in the Corporation
and whether any norms had been fixed for staff. The Secretary of
the Ministry informed the Committee that the public sector under-
takings were expected to function in an autonomous way and the
‘Government did not have any direct hand in regard to the staff pat-
tern. He further stated that the REC was managing with the ad-
ministrative expenditure of nearly 9.8 per cent of the income.

8.12. Asked whether it was not desirable to fix norms from the
Ministry side, the Secretary of the Ministry stated that:

“I am informed by my representative on the Board of Direc-
tors that no particular norms had been fixed but I will cer-
tainly take up this question for consideration.”

The Secretary conceded that wherever feasible the norms cught
‘to be fixed otherwise the administrative expenditure would go up.

8.13. The Committee are greatly perturbed at the marked in-
crease in expenditure on administration from Rs. 27.14 lakhs in
197172 to Rs. 72.27 lakhs in 1973-74. It would not be out of place
to mention that one of the reasons why some State Electricity Boards
have come in for criticism in recent months is because of their un-
widely size. This underlines the imperative necessity of keeping the
Corporation compact and result-oriented right from the beginning.
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The Committee recommend that no further time should be lost im
carrying out a critical review of the administrative set-up of the
Corporation so as to effect maximum economy consistent with
efficiency. The Committee would like to be informed of the con-
crete action taken in pursuance of this recommendation including the
economy effect and the norms laid down to ensure that there is no
unjustified expansion of staff, particularly those belonging to non-
technical categories. '

C. Conferences/Seminars

8.14. The Committee were informed by the Management in a
written reply furnished after the evidence that the Corporation had
organised eight conferences/seminars during the period 1969-70 to
1973-74 but the account of the expenditure incurred in general or on
hospitality in connection with even the first of these conferences/
seminars held in November 1970 had not been separately complied.

8.15. The Committee are unhappy to note that no separate ac-
count of expenditure incurred on seminars etc., has been maintained
by the Corporation. The Committee would like the Corporation to
compile expenditure incurred on this account expeditiously and to
ensure that separate account of such expenditure is regularly main-
tained in future to enable the management to exercise a check
against extravagance on such occasions.

8.16. The Committee would like Government/Corporation to un-
dertake evaluation of the seminars/conferences held so far to verify
as to how far the time and money expended in this connection are
related to their utility and the benefits derived should be expilicitly
mentioned in the Annual Report of the Corporation for the year
concerned.

8.17. The Committee also recommend that the Corporation
should adopt a system of taking follow up action in respect of the
reviews made and the decisions arrived at each seminar/conference
in the interest of bringing about improvements in the performance
of the Rural Electrification Corporation.



IX
CONCLUSION

9.1. The Rural Electrification Corporation was set up as a Gov-
ernment Company in July, 1969 with a view to finance rural electri-
fication schemes in the country, to subscribe to special rural electrifi-
cation bonds that may be issued by the State Electricity Boards,
to promote and finance rural electricity cooperatives in the country
and to administer the moneys received from time to time from the
Government of India and other sources as grants or otherwise for
the purpose of financing rural electrification in the country in general.

9.2. Government of India have also issued a set of directives re-
quiring REC to establish sound polices and procedures for considera-
tion, approval and implementation of rural electrification schemes to
be financed by it, to develop and apply criteria for establishing priori-
ties as regards the choice of schemes and the basis of economic via-
bility and to adopt a project approach so that extension of electricity
along with other investments results in increased agricultural pro-
duction in the area.

9.3. During the course of examination of the working of the
REC the Committee find that:—

(i) The main task of the Corporation is that of assisting State
Electricity Boards to transmit power to rural areas and
through power to achieve overall development in villages.

(li) the percentage of profit to equity capital has risen from
6.12 per cent in 1971-72 to 8.2 per cent in 1973-74 for

| purpose of sanction of loans. The Corporation has cate-
gorised the loans under 8 heads depending on the areas
proposed to be developed and sanctioned loans amounting

to Rs. 300 crores upto the end of 1973-74 for 618 rural
electrification projects in 18 States. Out of 618 rural
electrification projects sanctioned upto 3lst March,
1974, 18 were for Special . Transmission Lines and
Sub-stations, 22 for System Improvements, 278 for
Ordinary Advanced Aereas, 211 for Ordinary Back-
ward Areas, 56 for Special Under- developed Areas,
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(iii)

(iv)

(v)

(vi)
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5 for cooperative projects and 28 for Mini Projects
for Growth Centres etc. The schemes for backward areas.

were 295 for which loans to the extent of Rs. 138.78 crores
were sanctioned.

the Corporation is following a project based development
approach and has a system of concurrent and continuous
monitoring of the projects financed by it.

The scheme of electrification of Harijan Bastis was trans-
ferred to the Corporation by the Government of India to
be handled on an agency basis. The Corporation sanction-
ed loans amounting to Rs. 3.67 crores for 75 projects in 12
States for electrification of 8617 Harijan Bastis and 49523

street lights in these bastis. The amount disbursed to end
of 1973-74 was Rs. 2.51 crores.

The Corporation took over the responsibility for financing
6 rural electric cooperatives set up by Government in
July, 1969 in the States of Andhra Pradesh, Gujarat, Maha-
rashtra, Karnataka and Uttar Pradesh and sanctioned
loans to the extent of Rs. 12.31 crores.

The Corporation took up research on items like optimum
design of PCC/RCC Poles, reduction in line losses,
Crimping Tools, import substitution, development of motors
of high powered factor at partial loads, design of special
types of cross-arms for use on rural lines and use of alumi-
nium alloy conductors in coastal areas.

9.4. The Committee, however, find that:—

)

(ii)

as many as nine States namely, Bihar, Jammu & Kashmir,
Madhya Pradesh, Assam; Nagaland; Rajasthan, Uttar
Pradesh, Orissa and West Bengal which were below the all
India average of 13 per cent in 1968-69 in the matter of
rural electrification continued to remain below the all
India average of 27.3 per cent at the end of 1973-74. The
States of Assam, Meghalaya and Tripura have remained
most backward with less than 6 per cent villages electrifi-
ed. the lowest being Tripura with 2.1 per cent;

against the loans sanctioned amounting to Rs. 300 crores
upto the end of 1973-74 in 18 States fhe actual disburse-
ment of loans instalments was Rs. 162 crores only. As on
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15th November, 1974 second instalment in respect of 154
schemes amounting to about Rs. 25 crores have not been
drawn upto 1972-73 due to failure of some SEBs to submit
loan documents in time, failure ta achieve the prescribed
level of physical performance;

it

during the Fourth Plan the Government had placed a
ceiling that the Corporation should not sanction schemes
worth more than Rs. 300 crores whereas according to the
Corporation they could have sanctioned schemes worth
Rs. 50 crores more but for this ceiling during that period;
the Corporation however, had not made an estimate of
their needs during the Fourth Plan. Against the assess-
ment of over Rs. 900 crores made by Task Force on rural
electrification, according to the draft Fifth Plan, only
Rs. 400 crores for normal programme and Rs. 272.3 crores
for Minimum Needs Programme has been provided for
REC;

(iv) there is often little coordination between the different finan-

)

(vi)

(vii)

cial institutions which are financing the rural electrifica-
tion programmes such as State Governments, State Elec-
tricity Boards, Rural Electrification Corporation, Agricul-
tural Refinance Corporation, Commercial Banks and Life
Insurance Corporation;

electrification of Harijan Bastis has suffered because of the
apathy of Panchayats/State Electricity Boards/State Gov-
ments in spite of the fact that Government of India have
been providing funds for the purpose. There is tendency
of ignoring the needs of areas inhabited by the weaker
sections of the society;

assuming that the Fifth Plan targets are fully achieved,
only 45.5 per cent of the villages of India would be elect-
rified by the end of the plan period. In other words more
than half the villages of the country would still remain un-
electrified in 1979;

the pace of rural electrification has been impeded
mainly due to various deficiencies and inadequacies in the
working of State Electricity Boards. The reorganisation
of State Flectricity Boards is of primary and prior impor-
tance as the present functioning of State Electricity Boards
leaves much to be desired;
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(viii) one of the constraints faced by the State Electricity Boards

in implementing the Projects sanctioned by the Corpora-
tion is the non-availability/shortage of certain mattters
including cement, steel, aluminium, zinc etc.;

(ix) one of the main reasons for the big gap between the loans

sanctioned by the Corporation and the utilisation of
funds by the State Electricity Boards is the power shortage
in the country. Power generation plans both in the Cent-
ral sector and State sector are affected by the financial
crisis. The present power shortage is due to non-commis-
sioning of certain projects in time. According to the present
legislation the Central Government cannot give directive

to direct the flow or transfer of power from surplus to de-
ficit areas;

(x) the line losses in India are highest as compared to some

(xi)

of the advanced countries. In India the line losses are of
the order of 18.75 per cent whereas in foreign countries in
1971 it varied from 5.38 per cent in Belgium to 12 per cent
in Sweden. The line losses experienced in Low Tension
distribution like rural areas distribution exceed 30 per cent
in the case of 8 major State Electricity Boards;

out of five Rural Electric Cooperative set up in five States
four have been losing. The margin between the rates of
power sold to the Cooperatives by the SEBs and the power
sold to the consumers by these Cooperatives is very small.
There is deficiency of managerial skill in the Cooperatives;

(xii) no specific qrivision has so far been earmarked for re-

search and development work and the expenditure on re-
search problems was met from the existing budget and in
future it is proposed to be met from the Special Develop-
ment Reserve created by the Corporation;

(xlii) the available ground water potential went waste due to

inadequacy of the organisation of ground water and sur~
vey could not be done properly thus affecting work on
rural electrification;

(xiv) funds to the extent of Rs. 6 crores to Rs. 20 crores were

carried forward and invested in Government securities
with lesser rates of interest. These represented undisburs-
ed amounts which could not be drawn by SEBs because
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the performance of some projects of SEBs did not come
up to the required level to enable disbursement of sub-
sequent instalments.

9.5. To sum up, the Committee feel that while Rural Electrifi-
cation as a financing institution has been able to give a boost to the
rural electrification by sanction of loans under several schemes to
the SEBs which are to execute them, what is required, in order to
achieve optimum level of rural electrification in the country in
the minimum possible time and to enable Rural Electrification Cor-
poration to play the pivotal role in the planning and execution of
the programme, is larger allocation of financial resources under an
assured arrangement, coordination at the national level of all invest-
ments in rural electrification including those provided by various
other financing institutions and study of the problems relating to the
working of SEBs to identify areas requiring improvement and ren-
dering necessary assistance to them for overcoming the constraints in
the way of achieving rural electrification.

NEw DELHI; .NAWAL KISHORE SHARMA,

April 21, 1975. Chairman,
Vaisakha 1, 1897 (Saka) . Committee on Public Undertakings.




APPENDIX 1
(Vide Para 2.2)

Statement showing Region-wise progress of villages electrified
as at the end of the 4th Five Year Plan

Name of the State Percentage of villages electrified
as on 31-3-1974

Northern Region

Haryana e e e e e e e e e 100° 0
Himachal Pradesh . . . . . . . . . . 26-6
Jammu & Kashmir , ., . ., , . . ., . . 21°2
Punjb , . . . . . . e e . 58-0
Rajasthan . . . . . . . . . . 17°9
Uttar Pradesh . . . e . . . .. . 26'1
Southern Region
Andhra Pradesh |, .o . 37' &
Kerala , . . . . . . . . . . 87-3
Kamataka . . ., ., . . . . . . < . 48 0
Tamil Nadu . e e e e e e e . 976
Eastern Region
Bihar | . . . . . . - . 4 4
Orissa . . . . . . . . . 18- 5
West Bengal , . . . . . . . . . 22
Western Region
Gujarat , o e . . . C e e e 3o's

Madhya Pradesh | . . . . . .

N . 15-2

Maharashtra , . . . . . . . . .- . - 47°z
North Eastern Region

Awsam . . . . . . . . . . - .- 52
Manipur . . . . . . . : . . . . 1's
Meghalaya . . . . . . . . . o . 31
Nagaland . . . . . . . . . . . . 167
Tripura . . . . . . . . . . . . 2'r

96



APPENDIX I
(Vide Para 3.8)

Schemes approved for Financial Assistance and Loan Sanctions

1971-72 1972-73 1973-74
During Total During Totalat  During  Total at
the year attheend theyear theend of the theend of
of the the year year the year
yea' .
(@) No. of Schsmes approved :
R. B. Schemes of
State Electricity
Boards . 100 208§ 200 405 208 613
Rural Electric Co-
operatives . [ s . s . 5
Harijan Basti Loans 10 10 27 37 38 75-
(b) Loan ‘Sanctions
Ordinary : Advanced (Rs. in ciores)
Area (OA) 31-08 6362 44° 77 10839 2510 133°49
Ordinary : Backward
Areas (OB) 30°46 5371 3573 89-44 25-36 114 ‘80
Ordinary Coopera-
tves (OC) , . 12-86 12° 86 00°22¢ 13'08
Special :  Under-
developad areas
Chill tribal, des-
ert, etc.) (SU) o' 81 081 7:09 7:90 14'64 22:54
Special :  Trans- .
mission (ST) 224 ~2:24 5:48 772 3:852 11°24°
Special :  System ’
Improvement (SS) 014 014 3-86 400
Mini : Growth Cen-
tre (MG) Mini :
Health Centre (MH) 0-78 0-78.
Mini : Health Centre
(MH) . . 072 072
(c) Spcc;ial Loans to 64° 59 133°24 93-2I 22645 7420 300° 6§
Electricity Boards
under ijan
Bastis Scheme .
055 055 1:44 1'99 168 367
65'14  133°79 9465  228'44 7588 30432

*Represents Rs. 2 lakhs per construction lcan to two rew Rural Electric Cccperatives
and Rs. 20 lakhs to State Government of Andhia Pradesh towards participation in Share

Capital of these Societies.
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APPENDIX NI
(Vide Para 3.10)

Disbursements
(Rs. in crores)
1971-72 1972-73 1973-74
During Total During Total During Total at
the year at theend the year at the end of the year the end of
of the year the year the year
Ordinary : Advance
areas (OA) 19:29 3281 23'68 56 49 18- 89 7538
-Ordinary : Backward
areas (OB) 14° 51 2247 19-22 41-69 18-43 60'12
-Ordinary :  Coopera-
tives (OC) . . 132 593 1°45 7+38 2°67 10°05
*Special : Under
developed areas
(hill, tribal, desert
etc.)(SU). 0°26 2:26 2-56 2:82 593 8-75
pecial : Transmi-
ssion (ST) . . 029 0'29 190 2°19 1-97 416
.Special : System
Improvement (SS) o' 10 o' 10 2:31 2:41
Mini : Growth Cen-
tre (MG) . . 042 0'42
Mini : Health
Centre (MH) .. .. . .. 0's8 0-58
35°67 6176 48-91 11067 51°20 161°87
Harijan BastisLoans : 044 0'44 1-01 1°45 1:06 2'51

36°11 62°20 49°92 11212 $2°26 16438




APPENDIX IV

(Vide Para 3.11)

Detailsof the Pkysical Programme envisaged undsr REZ Schemes (sanctioned as on 3137 4)

Sl. No.

Item 119;;%-770I & 1971-72  1972-73 1973-74 Towl

1 No. of schemes sanctioned 10§ 10§ 200 208 618
2 No. of villages covered 9078 10535 17820 15557 £2990
3 Agricultural pumpets 171571 129194 156810 700808 558383
4 LT/Agro Industries 26054 19440 27303 16639 89436
s Dom./Com. connections 388746 482689 639583 492494 2c03512
6 Street Lights . 70910 61244 101282 91514 324950
7 HT/LT Lines (Kms.) $3589 50697 72200 57700 234186
8 Distribution transformers

(capacity—KVA) 942465 823886 885000 628200 3279551




APPENDIX V
(Vide Para 3.16)

Slatemsnt showing R. E. C. Schemes for which first Instalmsnts were paid but subsequent
Instalments withheld

(Position as on 15-11-1974)

Name of the State

Schemes sanctioned

Schemes sancticned

in 1970-71 in1971-72
N> dus No. with- Amount No.due No. with- _Amcum
for  held withheld for rel-  held withheld
release (Rs. in lakhs) ease (Rs. in
lakhs)
1. Andhra Pradesh 6 5 13,450
2. Assam 1 . 2
3. Bihar 6 10 150,050
4. Gujarat - 9 4 21,430
5. Haryana 6 1
6. Himachal Pradesh 3
7. Jammu & Kashmir
8. Karnataka . 2 5 12. 260
9. Kerala - . 3 4 10,884
10. Madhya Pradesh s 9 1R . 670
11. Maharashtra 1t 5
12. Meghalaya b¢
13. Orissa 4 . 6 7C. 415§
14. Punjab - 5 . 7 78.736
15. Raiasthan . 3 10
16. Tamil Nadu 7 12.140 3
17. Uttar Pradesh 8 17 120. 405
18. West Bengal 4 8 118,302
TaTaL - 8o 12,140 100 614-602
Amount © 1248-791 12140 1783°996 614-602
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Name of the State Schemes sanctioned Total of Scheme Remarks
in 1972-73 sanctioned
upto 1972-73
for t?llgu'se witlrlioe.ld ml‘d I;'?n:ge‘ll:ase wilfl:)licld A!\:i‘:g?t
(Rs. in lakhs) held (Rs. in
lakhs)
1 Andhra Pradesh 12 5 82:570 23 6 96-020
2. Assam 4 4 64841 7 4 64841
3. Bihar 12 10 189-000 28 16 339-050
4. Gujarat 7 3 44°972 17 4 66-402
5. Haryana . 7 39-132 19 7 39-132
6. Himachal Pradesh 3 44°019 3 44-019
7. Jammu & Kashmir 6 1 SI°412 6 s SI-412
8. Karnataka 13 9 99068 20 10 II11-328
9. Kerala 5 4 73'524 12 s 84-408
10. Madhya Pradesh 24 12 106°010 38 14 124680
11. Maharashtra 14 I 6:316 30 1 6-316
12. Meghalaya 1
'13. Orissa 15 11 235'880 2§ 14 306°295
14. Punjab 7 ] 76°753 19 1T 155°489
1§. Rajasthan 15 13 219°491 28 13 219-491
16. Tamil Nadu 9 4 43°452 19 5 §5°592
17. Uttar P adesh 18 1§ 214'919 43 19 335°324
18. West i3engal 18 13 273:504 30 17 391 -§o6
Tonn-. L 194 124 1864'864 374 ) 154 2491 -605
Amount 2885-429 1864°863 5918216 2491 ' 605§




(Vide Para 4.37)

Percentage of Transmission ani Distribution Losses in various countries

Transmission and Distribution Bnergy

1%1(;‘ Couptry - Losses (percentage) L
1968 1969 1970 1971
I. Belgium - . . . . 55 625 585 538
2. Grechoslovakia - . . . 772 71, 70 7-40
3. Federal Republic of Germany . §°25 57 59 5-67
4. France . . . . . 775 7:0 71 7+02
s. Hungary . 8:8¢ 8-95 905 8-34
6. Italy - . . 89 8:6 8 8:32
7+ Norway . 10°2 120§ 958 960
8. Poland . . . 79 80 825 7°33
9. Sweden . 12§ 11°4 12°3§ 12°00
10. Switzerland - . . . 10°0 10°1 10°1 9°55
11« U.S.S.R. . 76 78 798 797
12, U.K. : 79 7°9 775 7-89
13. Yugoslavia 10'9 114 120 11°85§
14. United States 81 81 785 787
15, Canada . 11°3 11°25 11°3 N.A.
16. TJapan . . 653 645 6:36 N. A.
17. India . . 17-40 1680 1730 1878

Sources : 1. Annual Balletin of Blectric Bnergy Statistice for Burcpe 1970 & 1971—UN
Publication.

2. Th= Blzactricity Sapply Iniustry, published by Organisation cf Bconomic
Cohoperation and Development, Paris.

3. Commercial Directorate, CW & PC (P. W.)
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APPENDIX VII

Summary of Conclusions|Recommendations

Reference
Sl. No. to Para No. Summary of Conclusions/Recommendations.
in Report
1 2 3
1 217 In their Report on Rural Electrification sub-
to mitted as early as July, 1972 the Committee

219

of Members of Parliament cautioned that even.
though good progress had been maintained in
rural electrification during the Fourth Plan
period, the level of achievement among the
backward States would be less than that of
other States’ The Committee regret to note:
that in spite of this observation, the backward
States as a whole still continue to remain as
such. As many as 9 States which were below
All India average in 1969 continued to remain
below the All India average at the end of 1973-
74. The North-Eastern Region, particularly the
States of Assam, Meghalaya and Tripura have
remained most backward in the matter of rural
electrification, the lowest being Tripura with
only 2.1 per cent of villages electrified against
the All India average of 27.31 per cent

The Committee are informed that out of a
total number of 578 projects sanctioned, 295-
projects pertain to backward States. Out of the
total sanctioned amount of Rs. 271 crores, the
amount sanctioned for backward States is only

Rs. 138.78 crores.

The Committee apprehend that if the present
pattern of allocating a little more than 50 per
cent of the funds at the disposal of the Cor-
poration to the backward states be continued,
there is every likelihood of the backward
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3

states continuing to lag behind in the matter
of rural electrification.

The Committee feel that there should be
judicious apportionment of the investments
between the developed and the under-develop-
ed areas keeping in view the constraintgs of
physical resources and capabilities for execu-
tion. The Committee further recommend that
a comprehensive time bound programme lay-
ing down definite annual targets should be
worked out by the Corporation to ensure that
the backward areas progress faster.

The Committee were informed that in the
Fifth Plan, rural Electrification was being taken
up as an essential component of the minimum
needs programme and the target of covering at
least 30 to 40 per cent of the rural population
in the backward states would be covered with
this facility. The Committee also note that in
order to accelerate the pace of progress in rural
electrification in backward areas, the Corpora-
tion has taken a number of steps namely-sanc-
tion of loans on softer terms and conditions
payable in longer period, grant of special loans
for transmission lines in such areas, creation of
special Development Reserve for providing
capital subsidy to the State Electricity Boards,
opening of regional office of the Corporation in
Calcutta to help the Eastern States in the for-
mulation of projects and relexation in the
standard of economic viability for schemes in
these areas.

The Committee hope that with these steps
the position with regard to rural electrification
in backward areas would improve. The Com-
mittee would however, like to stress that Gov-
ernment/Corporation should ensure that there
is no slippage in the targets laid down for the
Fifth Five Year Plan.
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3

[\

2.20

3 2.231

3.18
to
3.20

The Committee urge that financial, physi-
cal and technical resources should be made
available on priority basis for execution of the
electrification programmes in backward areas/
States.

The Committee also recommend that. the
Corporation should ensure that the resources
placed at their disposal are properly utilised
and the targets set for rural electrification are
achieved. Government should ensure that the
detailed targets and achievements in this be-
half are also specifically brought to the notice
of Parliament through Annual Plans and Re-
ports of the Ministry/Undertaking.

The Committee note that in pursuance of
directives of the Government, the Corp-
oration developed in January, 1970 certain
norms of viability and terms and conditions of
loans and also laid down the criteria for classi-
fication of areas Preferential terms and condi-
tions have been stipulated for backward areas
compared with those for other areas. The
schemes received from the Electricity Boards
are accordingly scrutinised by REC before loan#
for the same are sanctioned, Depending on the
areas proposed to be developed, the Corporation
has also categorised the loans under 8 heads.

The Committee also note that upto the end of
1973-74 the Corporation has sanctioned loans
under these categories amounting to Rs. 300
crores for 618 rural electrification projects in
18 States. These projects are phased over a
period ranging upto 5 years. Against this the
actual disbursement of loan instalments amoun-
ted to Rs, 162 crores. The main reasons for the
shortfall in disbursement of loans are stated to
be the failure of the Electricity Boards to submit
the necessary documents in time and failure to
achieve prescribed level of physical performance
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3.21

and consequent non-drawal of second and sub-
sequent instalments of loans. The Committee
find that as on 15th November, 1974 secefid in-
stalments amounting to about Rs. 25 crores for
154 schemes out of 374 schemes sanctioned dur-
ing 1969-70 to 1972-73 were yet to be released.
Out of these 154 schemes, 16 pertain to Bihar
State, 10 to Karnataka, 14 to Madhya Pradesh,
11 to Punjab, 13 to Rajasthan, 19 to Uttar Pra-
desh and 17 to West Bengal which together ac-
count for about Rs. 21 crores.

The Committee are informed that the pattern
of financing has been such that first instalment
of loan is given as an advance and thereafter
before the second and third instalments are due,
the degree of progress achieved is taken into
consideration and depending on the stipulated
phasing and progress achieved the second and
third instalments are released. The release of
second and subsequent instalments of loans is
thus tied up with achievements of physical per-
formance targets by the State Electricity Boards.

The Committee feel that unless and until the
State Electricity Boards which are to execute
the programmes of rural electrification realise
their responsibility for fulfilling the targets ex-
pected of them according to the terms and con-
ditions and submit the accounts for the utilisa-
tion of the loans, it will be difficult for the Cor-
poration to achieve the envisaged targets for
rural electrification.

The Committee find that except in a very
few cases where legal formalities are
yet to be completed in order cases the
reasons for non-drawal of second instalments
were mostly due to inadequate service connec-
tions and inadequate lines and sub-stations, The
Committee recommend that the Ministry/Cor-
poration should take up the matter regarding
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3

3.22

3.23

3.24

inadequate service connections, lines and sub-
stations with the concerned State Governments/
SEBs to ensure that the progress of rural elec-
trification schemes is not held up for want of
service connections and sub-stations.

The Committee are also informed that the
Corporation has introduced a system of moni-
toring of the project works and wher-
ever it is revealed that the progress has
not kept pace with the schedule of implementa-
tion in respect of one or the other aspect, the
Corporation takes suitable measures to improve
the position for the achievement of the relevant

targets.

The Committee recommended that the Ministry
should take up the matter with the State Gov-
ernments so that they may ensure that the SEB'’s
gear up their machinery to the tasks of achieve-
ing the targets and submission of accounts in
time in order to utilise the funds sanctioned for
the schemes. The Committee need hardly stress
that the non-drawal of second and subsequent
instalments by the SEBs inevitably leads to
blocking of the finances already advanced to
SEBs also the projects remaining incomplete.
The Committee, therefore suggest that the Cor-
poration should critically go into the reasons for
non drawal of second and subsequent instalments
and take suitable measures to assist the SEBs
in overcoming their problems,

In cases where the State Electricity Boards
draw the first instalment of the loan for a speci-
fied rural electrification schemes but do not fol-
low up with submission of the requisite informa-
tion and documents for drawing subsequent
instalments, the Corporation should make sure
that the amounts have not been diverted by the
State Electricity Boards for other purposes. The
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3.35

3.36

Committee would like to stress that all those
schemes which are taken up for implementation
and for which part monies have already been
drawn should be completed as per time-bound
programme so that the objectives underlying
them are achieved at the earliest and resources
are generated to pay back the loans. -

The Committee note that during the Fourth
Plan the Government had placed a ceiling that
the Corporation should not sanction schemes
worth more than Rs..300 crores.

The Committee are informed that even in the
Fifth Plan against the recommendation of the
task force of rural electrification which envisaged
allocation of Rs. 1900 crores for rural electrifica-
tion for which 50 per cent had to come from REC,
only Rs. 400 crores has been allocated according
to the draft Five Year Plan. The Committee
are also informed that except that Government
have decided to allow the Corporation equity
and loan in the ratio of 1:1 during 1974-75, no
decision in regard to either about pattern of
financing or about the enhanced allocation of
funds to the Corporation has been taken. The
Committee recommend that on the basis of ex-
perience in the Fourth Plan and in the interest
of developing rural electrification particularly
in backward and under developed areas, the
Corporation should draw up a comprehensive
plan regarding the sanction of projects. The
Committee are inclined to agree with the views
of the Ministry that ‘in terms of physical tar-
gets to be achieved, unless the financial resources
are augmented in a significant manner, there is
risk of the targets not being fulfilled.”

The Committee are informed that the Cor-
poration had not made an estimate of their needs
during the Fourth Plan although according to
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them they could have been allowed to sanction
schemes worth Rs, 50 crores more. The Com-
mittee therefore recommend that Government
should on thé basis of experience gained in the
fourth plan, consider the feasibility of enhanc-
ing the allocation of funds in the 5th Plan te
the REC on the physical targets to be achieved
by them so that inadequacy of funds could not
be a plea for not taking up electrification pro-
grammes for backward and under developed
areas.

The Committee recommend that the Cor-
poration should prepare a realistic plan of their
requirements in the Fifth Plan under the di-
fferent programmes so as to enable the Ministry
to consider their demands for an enhanced al-
location. The Committee would also like Gov-
ernment to take an early decision in regard to
the pattern of providing funds to the Corpora-
tion during the Fifth Plan.

The Committee note that there are various
agencies which are financing the rural electri-
fication programmes, such as, State Govern-
ments|State Electricity Boards, REC. Agricul-
ture Refinance Corperation, Commercial Banks
and Life Insurance Corporation. According to
the Chairman of the Rural Electrification Cor-
poration “there is in fact often little coordina-
tion between the different financial institutions.”.
In the matter of financing rural electrification
schemes. The Committee are informed that
REC has initiated various measures for coordi-
nation between the various financing agencies,
and efforts are being made by the REC to bring
about territorial coordination between the
schemes financed by REC and ARC. The Com-
mittee feel that coordination in respect of in-
vestments in rural electrification as a whole is
necessary with a view not only to avoid any
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duplication but also to ensure that the invest-
ments follow a uniform project approach to
yield optimum results. The Committee agree
with the Chairman REC that there is a need
for a comprehensive system of coordination
whereby different financial institutions are given
particular responsibilities in specific fields. The
Committee recommend that Government should
consider the feasibility of setting up a coordinat-
ing body comprising representatives of all the
financing agencies including R.E.C. at the
national level and also a similar body at the
field level for ensuring such coordination. ,

The Committee recommend that Government
should clearly demarcate the responsibilities of
financial institutions in the matter of financing
various aspects of the programme of Rural Elec-
trification so that there is no overlapping/dupli-
cation in financing by different financial insti-

tutions.

The Committee note that REC is following
a project based development approach in their
financing pattern and the projects generate ade-
quate surpluses and give a reasonable return on
the investment. It had laid down certain norms
in terms the net returns to be achieved and the
periods within which this is to be done. The
Committee are informed that there is a regular
monitoring of the projects undertaken by the
REC with a view to ensuring that the develop-
ment programmes envisaged in each of the
projects is matched by actual performance and
only on the basis of such monitoring studies
second and subsequent instalments of loans are
released. The Committee note that the Cor-
poration has a system of concurrent and con-
tinuous monitoring of the projects financed by
it and the technique of performance audit was
used to evaluate the performance of the schemes
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and to examine whether the physical achieve--
ments are commensurate with the financial
outlays. The Committee however, note that the
Corporation has not been conducting a cost
benefit analysis of the REC schemes on a regular
basis although some time back a sample study
was conducted in respect of only 3 sanctioned
schemes ‘out of total of 618 schemes sanctioned
upto 1973-74. The Committee are informed that
the Ministry propose to do the cost benefit study
after the completion of the schemes so that the
potential benefits are realised. The Committes
recommend that in view of the "large invest-
ments amounting to Rs. 161.87 crores which the
Corporation has made in the various projects
up to 1973-74, the Government/Corporation
should conduct a cost-benefit analysis of the
schemes on a regular and systematic basis in
order to ensure that the projects financed by the
Corporation have been economically executed
without any undue wastage of the finances and
the moneys spent are commensurate with the
benefits derived.

The Committee have been informed that
Coordination Committees have been established
in many States at State and District level to re-
view the progress of implementation of rural
electrification programmes. Mutual consulta-
tions between the REC and ARC and AFC as
well as between REC and the commercial banks
are stated to be held with a view to establishing
a proper link up of the rural electrification
schemes financed by the Corporation with the
minor irrigation and similar other schemes
financed by other lending institutions. Efforts
are also being made to ensure maximum coordi-
nation between the appropriate development
agencies of the State and the State Electricity
Boards. The Committee need hardly stress that
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rural electrification projects sanctioned by the
Corporation form an integral part of the overall
area development programme. The REC pro-
jects have, therefore, to be dovetailed into the
sectoral area development programmes imple-
mented by the various departments of Govern-
ment and other institutional agencies in order

to derive maximum benefit gut of the REC
schemes.

The Committee note that the Government of
India introduced the scheme of electrification
of Harijan Bastis and transferred the scheme
to the REC to be handled on an agency basis.
The Committee also note that the Corporation
has sanctioned loans amounting to Rs. 3.67 crores
for 75 schemes in 14 states-for electrification of
8617 Harijan Bastis and provision of 49523 street
lights in these Bastis. Against this only a sum
of Rs. 2.51 crores has been disbursed to end of
1973-74. It was stafed that the shortfall in
most cases was on account of the inability of the
concerned Electricity Boards to procure the
necessary undertaking from the panchayats in
regard to payment towards recurring tariff dues
for the street lights envisaged in the scheme.
Moreover lack of response from the Electricity
Boards was another reason which delayed the
sanction and consequently the disbursement.
The Committee are informed that the Ministry
have already written to the State Governments
to find out ways and means of assisting the
Panchayats towards payment of electricity tariff
from the Harijan Welfare Fund or Social Wel-

‘fare Fund. The Committee regret to note that

electrification of Harijan Bastis has suffered be-
cause of the apathy of Panchayats|E. E. Bs!
State Governments in spite of the fact that Gov-
ernment of India have been providing funds
for the purpose. The Committee deprecate this
tendency of ignoring the needs of areas inha-
bited by the weaker sections of the society The
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Committee are inclined to agree with the sug-
gestion of the Deputy Minister of I & P about
allocation of funds from the Harijan Welfare
Fund or Social Welfare Fung for the payment of
electricity bills for Harijan Bastis.

The Committee recommend that the Ministry
should pursue the matter with the State Gov-
ernments and find out a solution to assist the
Panchayats so that their financial difficulties do

not cote in the way of implementation of
Harijan Basti Schemes.

The Committee are also informeq that when-
ever electrification of a village is a part of the
scheme it must have the electrification of the
Harijan Bastis also as an integral part and no
scheme of village electrification is sanctioned by
REC which does not have as an essential com-
ponent eletrification of Harijan Bastis also.
The Committee hope that with the present
prczedure followed by REC it should be possible
to implement more programmes of electrifica-
tion of Harijan Bastis and provide street
lights in those Bastis.

The Committee note that, assuming that the
Fifth Plan targets are fully achieved, only 45.5
per cent of the villages of India would be electri-
fied by the end of the Plan period. Even
though the emphasis of the rural electrification
programme is on agricultural and industrial pro-
duction and not on electrification of villages as
such, and even if the total electrification pro-
gramme 1is likelv to cover about two third of the
country during the Fifth Plan as against only
less than one third in the Fourth Plan, it is de-
pressing to find that more than half the villages
of the couniry would still remain unelectrified
in 1979. The Committee feel that the task yet
to be done in this field is gigantic and the pace of
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work needs to be accelerated so that light may
reach all the villages in the country at the ear-
liest.

The Committee regret to note that the pace
of Rural Electrification had been impeded
mainly due to various deficiencies and inade-
quacies in the working of State Electricity
Boards. Rural Electification Corporation was
set up as a financing institution at the national
level for financing Bural Electrification Projects
to provide funds in addition to those already pro-
vided for in the State Plan Sector so that the
acceleration of pace of rural electrification did
not suffer on account of lack of resources with
the SEBs and the SEBs were not saddled with
further losses. Actual execution of projects
mainly rests with the SEBs.

The Committee find that the working of the
State Electricity Boards was reviewed and ex-
amined in detail by a high power Committee in
1964 and by the Sixth Finance Commission. The
Commission viewed with concern some of the
trends in the functioning of State Electricity
Boards and referred to the corrective action need-
ed through revision of tariff and improvement of
operational efficiency of Electricity Boards. The
Rural Electrification Corporation also have notic-
ed that besides organisational deficiencies within
the SEBs, there was lack of coordination inter-
nally within the SEBs and between the various
agencies involved in the implementation of Rural
Electrification Projects and lack of adequate ar-
rangement for load promotion activities with a
view to optimising service connections. The
Committee are informed that the Corporation is
in close touch with the Ministry and various
steps have been taken both at the Centre and
State level to make the SEB’s more efficient. At
the instance of the Corporation, State Electricity
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Boards have carried out a certain amount of re-
organisation within the Boards and a special cell
has been created by all the SEBs for dealing
with with REC projects. REC have suggested a
number of steps to bring about adequate coor-
dination between SEBs and the various other
development agencies and Government institu-
tions engaged in the task of Rural Electrifica-
tion. As a result of persuasive efforts made by
the Corporation SEBs have also started taking
up load promotion work.

The Ministry have also admitted that reor-
ghmisation of State Electricity Boards is of pri-
mary and prior importance. They have there-
fore issued some guidelines and given some sug-
gestions like restructuring of SEBs, separation
of generation from distribution, functionalisation
etc. A Working Group has also been constituted
by the Ministry to review and make suggestions
to improve the working of State Electricity
Boards.

The Committee hope that the Working Group
would soon go into all aspects of the working of
SEBs and make concrete suggestions for their
reorganisation and improving operational effi-
clency in the context of rural electrification. The
Committee feel that the present functioning of
SEBs leaves much to be desired. The Commit
tee therefore recommend that in order to stream
line and strengthen the management of State
Electricity Boards and in order to have greater
degree of functionalisation and professionalisation
in their set up the Ministry should follow up the
matter with the State Governments and ensure
that the guidelines and suggestions given by them
are actually implemented in letter and spirit by
the SEBs.

A
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The Committee note that one of the cons-
traints faced by the State Electricity Boards in
implementing the projects sanctioned by the
Corporation was the non-availability and shor-
¥age of certain materials including cement, steel,
aluminium, zinc etc., with the result that some of
the State Electricity Boards were not in a posi-
tion to achieve the physical targets envisaged in
the schemes. The position with regard to alumi-
nium conductors was stated to be so bad that
in some cases the SEBs did not have conductors
even for 200 connections,

The Committee are informed that the ques—
tion of augmenting production of materials re-
quired for implementation of schemes regarding
rural electrification has been taken up by the
Corporation with some major manufacturers. It
has been stated by the Ministry that specific allo-
cation of certain scarce raw materials is being
made for rural electrification in general. The
standardisation effected by REC has also helped
ease the situation since manufacturers are now
in a position to take up production on the basis
of these standard specifications. The Committee
hope that it should be possible for the State
Electricity Boards to implement the schemes
without being hampered by shortage of mate-
rials in case these measures are vigorously and
earnestly pursued. The Committee recommend
that at the time of sanction of schemes the Cor-
poration should draw a comprehensive plan re-
garding the implementation of the projects indi-
cating the annual financial and material require-
ments with priorities for execution. The Cor-
poration should also keep in constant touch with
the SEBs in order to assist them in the task of
procurement of scarce materials and equipment
so that the implementation of the schemes is not
delayved or interrupted on account of non-avail-
ability of any of materials.
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The Committee suggest that the Government
should consider setting up a high powered coor-
dination group to periodically review the pro-
gress of implementation of the different projects
of the REC to assess their difliculties/require-
ments so that all possible assistance may be ren-
dered for removing the constraints including
shortage of materials and ensuring that the pro-
grammes of rural electrification, on which de-
pends the progress of agricultural development,
do not suffer a set back.

The Committée note that one of the main
reasons for the big gap between the loans sanc-
tioned by the Corporation and the utilisation of
funds by the State Electricity Boards is the
power shortage in the country. The Committee
are informed that power generation plans both
in the Central sector and State sector are affect-
ed by the financial crisis and the present power
shortage is due to non-commissioning of certain
projects in time. The Committee are also in-
formed that less than 50 per cent of the targets
for the generation of power could be achieved
during the Fourth Five Year Plan. In order to
step up power generation, a nucleus monitoring
organisation has been set up at the cenfral level
and the States are being persuaded to set up
such monitoring organisations at the State
levels. The State Governments have also been
advised that by reallocation of resources bet-
ween the various sectors they should see that
maximum requirements of power sector are
met. The Committee need hardly stress that
availability of power being the pre-requisite
condition for Electrification, Government should
take steps to identify the causes for shortage of
power in detail so that they may take suitable
remedial action for stepping up generation of
power. The Committee agree with the view of the
Ministry that the “reasons for which these
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shortfalls have taken taking place in the 4th
Plan, should not recur in the Fifth Plan.”

The Estimates Committee (1972-73) in their
Thirty-ninth Report on ‘Power’ have observed
that “power is a basic infrastructure for build-
ing up the country’s economic growth and deve-
lopment, and that shortfall in power impedes
growth in the industrial and agricultural sec-
tors.” That Committee have therefore felt that
“there is a need of a well coordinated program-
me for power development correlated with the
growth of industry, agriculture and other sectors
which consume it. The Committee reiterate
the recommendation of the Estimates Committee
that “having regard to the serious power short-
age in the country, power should be given the
highest priority next only to operational needs
of defence in the matter of allocation of funds
and essential raw materials like steel, cement,
coal etc., in the interest of economic develop-
ment of the nation.”

The Committee are informed that on the sug-
gestion made by the Corporation, the State
Electricity Boards have adopted rostering and
load staggering in order to overcome the pro-
blem of power shortage in so far as implemen-
tation of Rural Electrification Schemes are con-
cerned. In the opinion of the Committee these
are only temporary and short-term measures
and the real solution lies in increasing the gene-
ration of power in the country.

The Committee note that the Corporation
have agreed in principle to finance small units for
generation of electricity in the remote areas
where extension of transmission from the main
grid was likely to be costlier than the local gene-
ration. The Committee hope that the State
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Government|State Eectricity Boards would profit
by the financial and technical Assistance ren-
dered by the Corporation in order to overcome
the constraints regarding power shortage parti-
cularly in remote rural areas.

The Committee regret to note that there is
lack of coordination between the States dme to
which many difficulties were being encountered.
The Committee are informed that if “one State
is short of power ard an adjoining State has got
surplus power, the centre cannot give directives
according to the present legislation. The Com-
mittee are informed that the Ministry have sug-
gested that on occasions when there is shortage,
the Central Eletricity Authority should have
power to advise or direct the flow or transfer of
power from surplus to deficit areas. It has also
been suggested that Government should have
the power to arbitrate when the disputes bet-
ween States regarding tariff etc., cannot be
settled by bilateral negotiations, The Committee
recommend that Government should examine
these aspects in detail and finalise the measures
without any delay so as to deal effectively with
the situation created by power shortage at the
national level. The Committee also recommend
that Government should consider ways and
means of restricting the ostentatious consump-
tion of electricity, particularly in inetropolitan
cities in order to conserve the much needed
power for productive purposes.

The Committee regret to note that the line
losses in India are highest as compared to some
of the advanced countries. The line losses in
India are of the order of 18.75 per cent, where-
as in foreign countries the line losses in 1971
varied from 5.38 per cent in Belgium to 12 per
cent in Sweden. The line losses experienced in
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Low Tension distribution like rural area distri-
bution exceed 30 per cent in the case of 8 major
State Electricity Boards. As a result of these
high line losses, the Boards suffered from
a combination of increased cost of power sup-
plied to the consumers and reduced availabi-
lity of power in the States. Ig§ has been
stated that on account of the rapid expansion of
net work in recent years the distribution sys-
tem Jdeveloped in a lop sided manner resulting
in considerable loss in the system affecting the
quality and efficiency of power supply. It has
been stated that about 25 lakh irrigation pump
sets installed in the rural areas are taking twice
the normal current for delivering the same out-
put. The Ministry have admitted that there
was scope for reduction in losses whcih have also
been attributed to pilferages and thefts.

The Committee note that with a view to mini-
mising the line losses the Corporation has de-
vised a special category of loans for the specific
purpose of improving the system conditions in
the rural areas. The Corporation has sanction-
ed 32 system improvement schemes involving a
loan assistance of more than Rs. 5 crores. The
saving of energy in each scheme is expected to
be generally 10 per cent or more. The State
Electricity Boards have also been asked to instal
LT capacitors on the motors to improve power
factor and thereby reduce the line losses. The
Committee agree with the Ministry that apart
from the need to curtail pilferage by installing a
device which would make the system fool proof
against theft etc., it is necessary to improve the
distribution system.

The Committee would also like that Corpo-
ration should review the adequacy of the mea-
sures so far taken to reduce line losses by in-
stallation of suitable devices etc., and assess as
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to }.10w far such measures have helped in elimi-
nating pilferages and thefts. The Committee
would like to be informed of the results.

The Committee also recommend that Minis-
try/Corporation should examine the question
of line losses in the country in depth in order to
identify the causes and suggest to the State
Governments|State Electricity Boards suitable
remedial measures. The Ministry/Corporation
should keep a continuous watch to see that their
suggestions are implemented so as to ensure that
the energy generated in the country which is so
pressingly required for agricultural, industrial
and developmental purposes is not lost unduly
in transmission.

The Committee note that the Rural Electri-
fication Corporation took over the responsibility
for financing the five pilot rural electric coopera-
tives set up by Government in July, 1969 in the
States of Andhra Pradesh, Gujarat, Maharashtra;
Karnataka and Uttar Pradesh. The Corporaticn
sanctioned loans to the five Cooperatives to the
extent of Rs. 12.81 crores. The Committee were
informed that with the exception of one, all the
Cooperatives have been losing. One of the main
reasons as to why the Cooperatives have not been
able to operate even at break-even point is that
the margin between the rates of power sold to
the Cooperatives by the State Electricity Boards
and the power sold to the consumers by these
cooperatives is very small. The margin in the case
of Mula Pravera and Kodinar was only 0.02 and
1.87 paise per unit respectively. The Committee
are informed that as a result of efforts made by
REC in this regard, the State Electricity Boards
of Karnataka, Maharashtra and Gujarat have
now brought about suitable changes in the tariff

398 LS—9.
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which would benefit the Hukeri, Mula Pravera
and Kodinar Societies. The Committee hope
that the State Electricity Boards in the other
two States will also be persuaded to bring about
necessary changes in the rates so as to improve
the economic viability of the respective Coopera-
tives.

The Committee recommemnd that Govern-
ment/Corporation should work out a minimum
margin between the purchase rate of power per
unit and the rate of realisation from the con-
sumers keeping in view the economic viability
and profitability of the Cooperatives and then
take up this question with the State Govern-
ments/State Electricity Boards concerned and
persuade them to agree to supply power to the
Rural Electric Cooperatives in their region at
such rates as may give them adequate margin to
meet their operational cost and for making pro-
vision to enable them to discharge their develop-
ment programmes.

The Committee were also informed that the
other major factor which contributed to the loss
of these Societies was deficiency of managerial
skill in the Cooperatives. It has been felt by
the REC that there was a need for streamlining
the administrative arrangements existing in the
societies with a view to bring about improve-
ment in the functioning of these Cooperatives.
The Committee would like the Government/Cor-
peration to pursue this matter with the State
Governments|State Electricity Boards|Coopera-
tives concerned so that fairly high powered and
well qualified officers who have already been
trained by the Corporation are put incharge of
these Cooperatives, as this will help in creat-
ing an impact on the functioning of the Coopera-
tives. The Committee stress that without effec-
tive management and adequate qualified staff it
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would hardly be possible for the Cooperatives
to make headway.

Hhe other areas which need adequate atten-
tion to improve the functioning of cooperatives
are line losses, power system management;
formulation and implementation of member’s
education and Members’ services programmes;
proper budgetary and inventory control, proper
maintenance of accounts etc. The Committee
are informed that the Corporation had already
advised the Societies as well as the concerned
State Eleetricity Boards and State Governments
to initiate necessary action on these points.

The Committee hope that with the implemen-
tation of the various schemes suggested by REC
the working of these Cooperatives would sub-
stantially improve. The Committee also find that
Corporation had taken up the question of aug-
menting the share capital base of the societies
with the concerned State Governments and
State Electricity Boards. The Committee would
like to be inforined about the concrete action
taken by the the State Governments/State Elec-
tricity Boards and the progress made in this re-
gard.

The Committee are informed that according
to a study carried out hy REC the State Electri-
city Boards were losing much more on the rural
electrification programme than when it came to
be channelised through the Cooperatives. In view
of this the Committee recommend that the REC
should make concerted efforts not only to im-
prove the functioning of the existing Coopera-
tives but also encourage the growth of such Co-
operatives in other States.

The Committee were informed that 25 new

Rural Cooperatives are proposed to be set up in
the 5th Five Year Plan. The Committee would
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like that a phased time bound programme should
be drawn up for the implementation of this pro-
posal and the Committee informed of the details,
The Committee also recommend that the ex-
perience gained in the functioning of the Coope-
ratives already set up should be effectively utilis-
ed in setting up new cooperatives so that these
are free from the difficulties and handicaps which
have hampered their working.

The Committee note that the Corporation has
taken up research on items like optimum design
of PCC/RCC poles, reduction in line lisses; crim-
ping tools, import substitution, the development
of motors of high powered factor at partial
loads, design of special types of cross-arms for
use on rural lines and use of aluminium alloy
conductors in coastal areas etc.

The Committee were informed that no speci-
fic provision has so far been earmarked for re-
search and development work and the expendi-
ture on research problems was met from the
existing budget and in future it was proposed to
be met from the Special Development Reserve
created by the Corporation. No separate funds
had been provided even in the draft Fifth Five
Year Plan for organising research and develop-
ment programmes as such for rural electrifica-
tion and the research and development work
programmes in rural electrification in the fields
are undertaken by the State Electricity Boards
from the funds earmarked for the rural electrifi-
cation programmes. The Corporation had set up
a research committee to identify the technologi-
cal problems having a direct bearing on rural
electrification and those of immediate interest.
That Committee would work out further specfic
programmes that may be undertaken for re-
search.
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The Committee hope that the research com-
mittee set up by REC would soon identify the
areas on which the research could be undertaken
so that the Corporation may be in a position to
utilise the results for achieving import substitu-
tion and effecting technological improvements
and economies in Rural Electrification.

The Committee also recommend that the
Corporation should keep a close liaison with
other research institutes already engaged in in-
vestigation and research in various problems as-
sociated with the generation, transmission and
distribution of electrical energy in India in a
rational and economical manner like the ‘The
Central Power Research Institute’, Bangalore
and Bhopal units, ‘Research and Development
Organisation for Electrical Industries’, Bhopal,
‘the Indian Institute of Technology,’ etc. so as to
avoid duplication of efforts. The Committee
would like the Corporation te sponsor/under-
take research only on such aspects as were of
urgent practical interests of rural electrification
and concentrate only on priority areas in order
to achieve early breakthrough in rural electrifi-
cation,

The Committee would also like REC to keep
in close touch with the Department of Science
and Technology regarding the developments on
non-conventional sources of energy for which a
sum of Rs. 4 crores is stated to have been pro-
vided for projects during the 5th Plan, so that
the results of the experiments could be gainfully
utilised by REC in their schemes of rural electri-
fication.

The Committee note the efforts made by the
REC to standardise the specifications of the
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material used in rural electrification and also the
construction practices with a view to effecting
maximum economy and accelerating the pace of
rural electrification. The Committee were in-
formed that the standardisation of specifications
and construction practices could reduce cost by
at least 10 to 15 per cent. The Committee would
like that the schemes for standardisation in res-
pect of various items which were stated to be
under preparation should be finalised as early as
possible and introduced in the actual execution
of the rural electrification schemes. The Com-
mittee would also like the REC to continue their
efforts and progressively identify more and more
items in which there was scope for standardisa-
tion and economy in construction practices with
the ultimate objective of covering the entire
field of activity systematically and achieving eco-
nomy in construction consistent with efficiency.

The Committee recommend that Govern-
ment should contempraneously make a critical
assessment of the economies effected as a result
of the standards provided by REC and arrange
to issue suitable guidelines for adoption of these
standards by the State Electricity Boards. The
Committee would like that the Corporation
should mention the details concerning the items
standardised and adopted in actual execution in
their Annual Reports for the information of the
Parliament.

The Committee are concerned to note that

the available ground water potential went
waste though almost all the States have some
cells or wings to look after the work regarding
ground water survey because of the inadequacy
of the organisation of ground water and survey,
could not be properly done. This difficulty is
coming in the way of Rural Electrification Cor-
poration for rural electrification. The Commit-
tee are informed that Government of India
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Ground Water Board as well as State Govern-
ment agencies are already working on a survey
of ground water potential and with more surveys
and with higher technological applications, the
potential may go up somewhat in the years to
come and that ground water knowledge und
availability of data was not a bottleneck in
ground water planning.

The Committee need hardly stress that all
efforts to supply power in the rural areas for
energisation of pumpsets would prove futile and
all investments made f{or rural electrification
would be infructuous if there is lack of inade-
quacy of ground water ia those areas.

The Committee recommend that Govern-
ment should ensure that the State ground water
organisations are involved in a greater measure
in planning and in locating greund water poten-
tial areas and before th:¢ Corpcration sanctions
any rurai electrification schewe, it shculd make
sure of the availability nf ground water in the
area for which the electrification scheme is in-
tended.

The Committee note that while on the one
hand the Corporation is complaining of lack of
adequate funds for financing the rural electri-
fication programmes, funds to the extent of Rs. 6
crores to Rs. 20 crores were lying unutilised.
The Committee are informed that these repre-
sented undisbursed amounts relating to State
Electricity Boards because of various reasons and
particularly becasue the performance of some
projects of SEBs did not come up to the requir-
ed level to enable disbursement of subsequent in-
stalments. The Committee note that Govern-
ment of India directed the Cnrporation to invest
such carry-forward amounts in Government se-
curities, and such investmenis carry interest
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rates much lower than the rates of interest at
which unsecured loans are obtained by REC
with the result that the Corporation is put to a
financial loss on account of such investments.
The Committee are inforned that the Corpora-
tion had already approached the Government of
India for an increase in the rate of interest on
special securities and to allew then: to invest the
money in scheluled banks and the Government
of India is yet to take a decision.

While the Committee agree that it would be
in the interest of the Corporation to retain the
unutilised funds with it for meeting its needs,
the Committee recommend that the Corporation
should undertake a detailed review of those pro-
jects which have not come up to the required
level so as to analyse the cauges/difficulties with
a view to rendering constructive assistance/
guidance in removing these constraints to en-
able the State Electricity Boards to draw the
subsequent instalments of loans.

The Committee desire that a suitable working
arrangement should be evolved for the invest-
ment of the unutilised amount so that the Cor-
poration is not a loser in complying with Govern-
ment directions.

The Committee are glad to note that the per-
centage of profit to equity capital has risen from
6.12 per cent in 1971-72 to 8.2 per cent in 1973-
74. The Committee expect that the Corporation
would continue to maintain the tempo of the
working of the Corporaiion at a reasonable level
so0 as to ensure generation of surplus for further
development of REC.

The Committee note that the administrative
expenses of the Corporation has increased five
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fold from Rs. 14.24 lakhs in 1970-71 to 72.27
lakhs in 1973-74, though the percentage of ad-
ministrative expenses to income has bcen de-
creased for 14.52 to 9.81 per cent. The Commit-
tee are informed by the representative of
the Ministry during evidence that though the
Corporation is managing with the administrative
expenses of 9.8 percent of income, he is not in a
position to say whether it is reasonable and to
what extent the increase is justified. The Com-
mittee also note that no norms for staffing pat-
tern have so far been fixed.

Recommendation regarding staffing pattern
and administrative expenses has been recorded

in this Report vide para 8.13.

The Committee find that at present the Board
of Directors is headed by a Part-time Chairman
assisted by the Managing Director of the Corpo-
ration 5 Government Officials, a retired Chief
Engineer from Andhra Pradesh State Electricity
Board, Managing Director of ARC and 2 Direc-
tors from private sector and there is no represen-
tative of the State' Electricity Board on the
Board. The Committee are informed that since
the State Electricity Boards are borrowers of
finance from the REC, it is not considered incum-
bent to include representative of the borrowers
in the Board of Directors. The Government have
not also examined in depth the pros and cons of
such an inclusion. The Committee would like
the Ministry to evolve a system by which one

tative from each Zonal/regional grid
should by rotation serve on the Board of Direc-
tors of the Rural Electrification Corporation to
enable the Oorporation to appreciate the pro-
blems State Electricity Boards in a better pers-
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pective and take suitable remedial action to
solve these problems in the interest of imple-
mentation of the rural electrification pro-
gramumies.

38 8.15 The Committee are unhappy to note that no
separate account of expenditure incurred on
seminars etc., has been maintained by the Cor-
poration. The Committee would like the Cor-
poration to compile expenditure incurred on this
account expeditiously and to ensure that sepa-
rate account of such expenditure is regularly
maintained in future to enable the manage-
ment to exercise a check against extravagance
on such occasions.

39 8.16 . The Committee would like Government/
"Corporation to undertake evaluation of the
seminars/conferences held so far to verify as to
how far the time and money expended in this
connection are related to their utility and the
benefits derived should be explicitly mentioned
in the Annual Report of the Corporation for the
year concerned.

40 8.117 The Committee also recommend that the Cor-
poration should adopt a system of taking fol-
low up action in respect of the reviews made
and the decisions arrived at each seminar/con-
ference in the interest of bringing about im-
provements in the performance of the Rural
Electrification Corporation.
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