
'-. .y 
REPOH.T OF THE POWER TAHIFF .PUU(;_'t\t 

CHAPTER I. 

IN'fRODUCTORY. 
. . ' 

. lD pursuan?e of t?e provisions ?f the .Electricity (Supply) ~~~ :' ~ _ _ , _ . 
of 1!)1~1, the l:ltate GovcrnmeQ.ts m Ind1a constituted tile Statr ·'I , 'l~ ~r:-: ":rdq~Jn 
their respective States as envisaged under that Act in the course ot the 'penoJ from 1950 
ito 1961. The~e 8tate .mectricity Boards are charged with the general dut.f of 
promoting the co-ordinated development of the generation, aupply and distribution of 
electricity within their respective States in the most efficient and economical manner 
witi1 particular reference to such development in areas not for the time bemg 
served or adequately served by any licensee. While most of the State Govcm
ments have entrusted their respective State Electricty Boards with the entire 
resp01.sibility for generation, transmission and distribution of electricity including 
tha construction of new power generation projects, some State Governmeuts like 1\Iysore, 
Andhrs Pradesh, Ori<lsa, etc., have retained the construction of power generation scuemes 
in thc;r hands. Under the Electncity (Supply) Act, 1948, the State Electricity Boards are 
enjoined not to work at a loss as br as practicable, after taking credit for any subvent10ns 
fro.Jm their respective State Governments and to adjust their tariff~ accordingly from time 
of time·. In the case of private company electrical undertaking the Electricity (Supply) Act, 
1948, has set out in de~ail the framework of their financial operations and the celling of 

'profit which they could a1m at. Similar indication regarding the profit margin to be aimed 
at by the St.ate Electricity Boards has not been specified in the Act. 

9. Adaquate availability of electricity is the primary requisite for large-scale industrial 
· and agricultural development in the country. Hence, planned development of electricity 
generation, hau8mission and distribution on an ever-increasing scale has become an 
essential part of the Five-Year Plans undertaken in the country. The First and Second 
.1:!'1ve-rear Plans more or less synchronized with the period when the State Electricity Hoar•ls 
were being set up by the various State Governments. At the commencement of the Third 
Plan, Stalla Electricity Boards were functioning in all the States. As power development 
Js capital intensive and the investments therefor would be o.Jn an ever-increasing scale, it l1as 
beP.n emphasised in the 'J'hird Plan that electricity undertakings in the public sector should 
earn reasonable surpluses and provide resources for future development and to this end, they 
should readjust their tariffs and electricity duties. In this context, a review of the working 
of the State Electricity Boards in relation to their financial returns has been engaging thP 
attention of the· Government of India for some time past. Tbe subiect was also discussed 
at the Conference of Irrigation and Power Ministers held at New Delhi in January 1964. 
The conference ·noted that the financial position of most of the Boards in the country wns 
unsatisfactory 9lld that in the interest of promoting- healtl.y power-development. imnw<liate 
atep9 were· necessary to put the State Electricity Boards on a sound financial footing. T n 
pursnance of the decision taken at the conference. the Government of India in th3 Ministry 
of Irril!ation and Power in their R!'solut'10n No. EL. II. 3(1)/6<1, dated the 24th April 1!164. 
as subsequently amended by t'heir Resolution No. EL. II. 3(1)/64, dated the 29th .Tune 
1964, have constituted a Committee consisting of the followinl! to exRmin,• the whole 
questioo :- · 

Con~~enor. 

1 Shri R. Venkataraman, Minister for Jndustriee, Madr1111. 

Members. 
~ Shri M.P. Sinha, Minister for PowPr, Bihar. 
3 Shri Balwant Rai Mehta, Chief Minister, Gojarat. 
<& Shri S. G. Barve, MinistPr for Industries and Electricity, Maharashtra 
5 Shri Rizak Ram, Minister for Trrigation and Power, Pnnjah. 
II Raja Hari•h Chandra, Minister fo1· Power, Rajasthan. 
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Members. 

7-i:lhri Girdhari La!, Minister for Power, Uttar Pradesh. 
1:1 Shri T. K. Ghosh, Miniiter-in-charge of Commerce and Industries, lhottioge and 

:Small-scule ludustrte~ and Co-operation Departments, Wes~ -Bengal. 
9 Sbri V. V. Chari, Additional Secretary, Ministry ot Finance, Government or India, 

New Delhi. 
10 Shri K. P. S. Nair, Vice-Chairman, Central Water and Power Commission, New Delhi. 
11 Shn M, K, Gopaliengar, Chief (Power), P.anning Com1nission, New Delhi. ' 

Member-Secretary. 
l:J Shd N, S. Vasant, Secretary, Delhi Thermal Project Control Board. 

.\. copy of the resolution of the Government of India is in Appendix I. '!'he Oowmittee 
abo iuvlted representations of ;;uch of the ::>tate lio~ernment·; and Blectncity .l:lo:J.Cds as 
were not members of the Committee to present their views on the terms of reference. 

3. The terms of rdeNnce of the Committee ·are as follows :- · 

(i) To suggest ways and means of improving the revenues of the v>1nous State 
:Electricity .l:loar<ls and abo the income from elecLricrty duty; and 

(iiJ to sugge:;t the pattern of relationship between the tariff and electricity duty. '!'he 
Committee has been a:;ked to submit its report to the lioverurnent, oK India in 'tile Mmistry 
of lmgat.on and !'ower not later tllau the ilUth 8eptember hlti4. 

4. 'l'he Committee held four meetings to examine the financial working of the State 
.h:lectricity Hoards and to lmali"e it8 report to the UovernmenL of India. 'l'he firdt meeting 
of th~ CommiLtee was held at Ootacarnund on the 2:Jnd .l!'ebruarv 1964 when ~he broad 
princ1ples to govern the work10g of the titate bleetnCity .boards w""ere discussed. At 1ts 
second meeting held on the 2t!th and 29th May 19G4 at New Delhi, the Committee 
fonuulated the i.'sues to be considered by it. 'l'hese are set out in Appendix 11. !lased 011 

the decisions of the Committee at. the first and second meetings, relevant data from the 
various ::itates were collected aud a uote was prepared and circulated on the varwus Issues 
for c0nRideration at the tbird meetmg of the Committee held at Madras on the 7tb and 8th 
Augu't l\JG!. 'l'hese are pre>ented in Appendix III (Statement Nos. i to V). 'fhe third 
meeting hdd at Jl.iudras was attended by the representatives of all the States and all the 
rcints were con,idered in detail and the consensus of opiniou on the various issues was 
asct·rtained. A draft report was prepared based on these views and adopted at the fourt'h 
mt·eling of the Committee held at New Ddhi on the 6th and 7th October I964. 

5. ll mnv be uwntioned that, ,ome of the i;,ues coverecl hv the terms of refereiice of 
this Commilt.;·~ have already been the subject-matter of the Report of t!-Je Working Grolt]i 
on Pnee Polin· for Electrieiiy >'ct np by the Planning Commission. '!'he Woi-kin<> Group 
coa,istrd of o!Ecials of the Mini;trv of ltTigntion and Power. Govemment of India and 
Pl:JmJin!.( Cmnrnis-ion and three (!]Jainnen of StatP. F.Jectrieity Boards. The 'recommenda
tion< of the \Vorking Gwup have been fnllv taken into account by this Committee. Unden 
t"he Electricity (Supply) Act.. 1918, the State Eled.ricit.v Board.• are constituted by the Rtate 
Governmer,ts and the Bu~rcls operate under the overall policy control of the ·state Govern
rr.-nt<. i\fnr~over. the capibl inveot~ents of tht> State Rlectr·!city Boards are mo•tly from 
the loans advanced by •he 8tate Gavernment•. The State Governmt>nts have therl'for~ 
vit1l il•lerrot. financ.ial or otl1erwi<e in ~he sonnd workin'! of t.hPge Boards. The'rommitte~ 
naturailv, ha< tak •n fnll note of the VIPWR of all the 8tate Governments on all 'the issues 
coYPr•'<i in this report. 

6. AJII!To?rh_ to the problem of imvrnveme11t of .finrmrinlu;orh·iuq of the fllnte ElNJ1.ricity 
Ronnk-TndHt JS a va<t cmmtrv nnd the orvelopment of eiPctrir·itv and the ·conoit.ions 
oht;1inin'! at prP•ent in re!!arrl to the "<'11Prntio~. tran<mi'"ir>n and rli~tr;hntion ,.;; .,J~ctric"rtv 
"Ya.rv from State to State and affect the funct10ning of the State Electricit.v Db1uds. For 
·~ 
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insta.ilut:, in A~oaw., .l:liha-r and certain otho1· St~tes, devdopmtout of !11.11\tol' t;~J.u•·~• • ..,u auucr 
:the auspic$ of the .l£lectriClty Boards is just underway wl.lile in btatt:s h.Ke .L\ie.aras, 
1\laun."a .t'raues4, l'UnJab and certam other States, tne btate ElectriClty Boanls already 
malm~:e a large complex of genemtmg stations, and transmlSolon and d1stnbut10n syatems. 
Although· Maba.rashtra and West Hengal are well auvanced industnaily and the growth o£ 
po\vtlr o.evelopmeut has generaJiy .kept pace With the need" of Uldustrll!.l expans1on in 
;tho.>& States, the licenseei are m command of most of the developed and paymg areas. 
whlle UUJamt, to a large extent depends on thermal power-supply resultmg m la.U"lY stl!l 
j;arilf ratea 1'\mjab, Kerala and Mysore are in a more tavourab1e position at1 cheap hydro
llUf)l'ly ls ·available in those States. Madras, PunJab and Andhra h·adesh are well ahead in 
their rorai 'electnfication programme. As already mentioned, while some State Govern
ment~ ba'fe i"etaitied the. construction of power proJeCts m their hands, others have 
entt·usted thi's responsibility to the State b:lectrJCJty Boards. It would, therefore, be 
appreciated that this Coii}mittee could n'Ot exhaustively look into all the aspects which 
stand i'r>. the way of b11tter performance tinanmally of each State .l!:lectncity Board 
;individuall.v. 'rhe Committee could only look at the problem from ;m All-India ant:lo anJ 
to 'cm\stder and recommend only on those general 1ssues whtch are covered by lhe terms 
of reference. The specific issues pertaining to individual State Electricity Bo&rds will 

· have to ·be iooked into and settled by the State Government and the State .l!llootricity 
Board concernerl. 

'1. A view has been expressed th11.t the State Electricity Bo11.rds sh11.re the t:encral 
characteristics of manufacturing industries and that as l:itate enterprises they must earn a 
return l'omparable to that obtamable m the orgamzed industrial sector. Th.s view should 
not, however, be taken to imply that the State Electricity Boards are purely commercial 
and industntl·conccrns, funct1oning on a profit' mot1ve. Under the Act, the !:>tate Electri
cit'J Boartlli aro statutory bodies intended to. pb!.l_a pr£motiotml role in the matter 'of power 
development in their respective States and are to· be guided by the State Governments in 
mattem of policies. They cannot, therefore, view each and every one of dc\<'lv!J"lcut 
activities exclusively from the point of view of profits or r3turn. The Boards h11.ve 
neceRsarily to subserve the socio-economic pohc1e~ of the State. IV!<' or instanCtJ, rural 
electrification programme may not be paying judged from commercial standards and the 
State Io:lectricity Boards, unlike private company electrical undertakings have to implementi 
:thia programme in the national interests and having regard to the indirect benefits tu,crubg 
~Le~efrom to the ~pmmunity at large. Thus. the State Electricity Boards, np~~. from being 
!natiOnal and• publtc uttltttes stano. on a footmg w1th obhgatwns and responstbahttes dafferen!l 
from other commercial and industl'ial -enterprises including the Company Electricity Snpply 
Ur.dertal:ings. They are in effect commercial-cum-service organizations. In the present 
state of our national economy and the development ahead. it may not be appropriate to 
expect the State l•]lectricity Boards to unme.liately function on a financial kvcl comp.u..Lble 
to th" ~imilar undertakings in advanced countries. The financial position of the State 
Electricity Boards is also bound to improYe pari pa.~stt with the development of the country's 
economy. The Committ<'e, l•owcver. Jon~ not tlllply t.hal t.lvt'l' io no Pe'cl fOI' :m:; chndcrd 
to gauge the financial efficiency of State Electricity Hoard•. AdmittPdly, financial re't.nm 
is Otte of the aooepted stnnilarils to judg-e the efficiency of any undertaking'. On the other 
hand. thP. ('ommittee would only like to cantion t'hat it wilJ be inappropriatP to appl,v :rit.hout 
any qualifications the Rtandards adopted elsewhere or to industries and commercial under
takings to the State Electricity Bo:trdR in this country. But Pfforts will have t.o he mail~ 
Gtag-e by stage over a pel'iod of years to progressively improve the financial position. 

· '8. 1.t 'is obsp,rvec! from the dnte received from the varions State El~ctricity Boards in 
respPr.t of the 'ye11.r of account 1!162-63, that except Madras, Mysore and Madhya Pradesh 

r
"an,t Uttnr Pradesh the other State Electricity Hoards were not in 1t pnsition t'l T'll\V p,ypn 

intere~t ch~r!!es on the loR.nR advanct'it by the State GovPrnmenk Dnring l!lfll-1;·~ the 
return (In cu.pit&l had varied from n dPficit in the caRe of A••am to 10 to 1!) ppr Cfmt. in the 
eaRP of 1\f,••o~P 'l'·ithnnt. flRVmPnt of intPrf'Rt on CRT'Iital invP•tmPnt. If th~ dntv ~riliPr.IPit 
bv 1h~ f::htl' (}ovemments nn the f"on•nmntion and qaJe of electriritv waR inclniiP<f in the 
revei1ni's, ('' the 'Ronrds thP ret.nm improved from 0 to 18 per cent for A•••m to 13 per CPDI 
for '!lfyitlori!. The return in the case of all the Boards except that of Mysot"A w-s11 mucll 



below dle 1·eturn of 12 per cent suggested by the Working Group appointed by the l>!GMo.i.ug 
Commission, on Price Policy for ..t!Jlectricity in 1964. ln some of the States,. conBJderable 
improvement m revenues has therefore to be made befor~ the .Uoards could be m a llOs!tJOn, 
to pay th•J interest charges on loans advanced by the ::>tate Government m full. lt would 
heo.ce be unrealistic to expect these Boards to earn immediately adequate return to plough 
back a portion of il on their expansion programme after meeting t1e operatiOn and mawte
nance charge.~. contributions to depreciation and general reserves· and payment of mterest 
charges in full and tax liabilities. (In the circumstances, the Committee considers that ti:e 
iin.media.te objective should be that all State Electricity Boards should be brougM to .a 
position of self-sufficiency within a specified period when they could meet from therr _ 
reYenuc; the operation and maintenance charges, contribution to depreciation and general, 
reserves, payment of interest charges in respect of open market and Government loanS':~ 
After rerwhing this first stage, the St.ate Electricity Boards should set on thmr next objective 
to achieve a balance revenue after meeting the expenditure and charges mentioned above 
whu:b would leave them with some resources to finance their expansion activities. 

9. The following further points have been suggested as having a bearing on the 
prmCJples of tixwv, tanffs :-

(i) Increase in the cost of fuel or other factors for generatiOn should be offset by 
economy in cost of operation under other items so that the tariff rate need not be increased 
with every increase in cost. 

(ii\ The scope for omitting some of the transmission voltages and reduce the diversi
fication .an•i multiplicity now in vogue. 

(iii) The scope for Central generation of power to reduce cost. , 
(i v) The scope for uniformity of. grid rates in the several Regional Grids now 

orgaaized. 
(v) The scope for reducing cost by investigating the operational efficiency of the 

power stations, particularly the older stations, and improving their efficiency. · The tecbni
ca.l aesis•,ance of the Central Water and Power Commission may be availed of in this regard. 

'While appreciating the relevancy and significance of these points, the Committee feels 
that each one of them has to be gone into greater detail, and data gathered before considering 
the guidelines and principles to be evolved on each . 

. 10. ~itb t?is b~ckground and app:oach, t~e Committee has proceeded to analyse th<~ 
vanons -l1fficultles pomted out and the 1ssues ra1sed by the State Electricitv BormlR which 
stand in the way of achie>ing better financial results by them. · 

CHAPTER II. 

11. Capital struct~··e.-At presel!'t• capital of the State Electricity Board is made· up 
hom three sources, v1z., loans rece1ved from the State Governments, the open market 
borrowings of the Board and the internal resources of the Board (i.e., accumulations in the 
Reser-re and Depreciation Funds). The leans from the State Government however 
predominate in the capital structure. While advancing the loans under sectidn 64 of th~ 
Electricity (Supply) Act, Hl48, the State Government prescribes the terms and conditions 
on which the loans are sanctioned by them from time to time. Some of the State Govern~ 
mentq have pre~cribed the terms of repayment of the loans in addition to the rate of interest 
etc., while others have not made. any stipulations regarding the repayment of the loanE: 
It is, however, ?bserved that seehon 67 of the Electricity (Supply\ Act, 1948, which deals 
with the allocatiOn of the revenues of the Board does not provide for repayment of tle 
loans received from the State Government from the revenue of the Board. It is also 
ob>erved that while secti-:;n 68 of the Electricity (Supply) Act, 1948, permits to a certain 
extent the repayment of thl' open market loan floated by the Boards from out of the accumu
lations in the Depreciation Reserve Fund, the said fund cannot be drawn upon to repay 
the loans from the State Government. Thus und~>r the Rlectricitv (Snpply) Act l!J.ffi 
9q it stand~ at .present, the. State Electricit.v Boards conln repay the loans to th; Atat~ 
GovPrnment~ e1ther by floatmg open markPt loan~ or hy gPtting fre~h loans from the Sta.te 



GoYei'.QJ.Den• themselves. Otherwise these loans will have to be ti·eated as perpetual loan• 
by tllot ~t~~e Uovernments wiLhout anticipatmg any repayment from the Boards. The l:lta~a 
Governmenl.li, however, will ha~e Lhe obl,gation to repay tile loans received trom the Central 
Government aa also their open market borrowings. 

I~. The Electricity (Supply) Act, 1948, does not provide for repayment of loans. 
from revenues presumably because the depreciation reserve created could be deemed to 
serve th~ purpo.e of replacing the assets when tlley are wo:-n O!lt. ln a public ut1lity 
concern,.~ great a burden sllould not be placed on the consumers by tixing the tarili so 
higb aa.t.a provide for the replacement of assets as well as for loan retiempLwn. '!'his view 
assumes that ~be Depreciation Fund itself ia adequate to replace tlle asseLs. 'rhe cost of 
assets ha,, however, progressively been on the increa~e and tlle Depreciation Fund 
provided as per the existing pro\'isions of the Electricity (Supply) Act, UH8, has proved 
to bd inadequate to meet· the replacement cosis. '!'hi~ buggest.' tbe neNI for suitably 
enhancing the rate of yearly contributions to the Depreciation Fund by amending the Act. 
The Commitr.e suggests that this might be done wiLh the aRsistnnce of thr experts of tho 
Centnl W ~tet· and Power Commission. 

13. l•oans constitute almost the entire capital structure of rbe ~tare Electricity Boards, 
paymen~ of intere~t in respect of this Joan capita\ is found to be a beav:v burden on thP 
Bo:mh. With 'the present rate of power development and that 'lnticipated, the capital out
lays by the Boards will be on this increa8e year afLer year and the intPrPst burden on the 
BoA>rrlR will 'l"o c<Jrrespondingly increase. 

If. lro any examination of the financial position of the Board, it is necessary to ratlOua
lise ihe capital structure of the SLate Electricity Board. 'l'he Committee has con•idcrccl 
the following three alternatives in this respect :-

(a\ Allowing the existing position to continue a.> provided In the Electricity (Supply) 
Act, l94S, without any specific provision for amortisatiOn of debt. 

'" .. 
(Ill A portion of the capital might be converted as share capital to be taken up },v 

the Government and the rest as repayable loan capital. 

(c) While retaining the capital structure purely as loan capital. a nominal provi:;ion 
m:ty be made for repayment in the conrse of, Say, 100 years. 

In this connection, a pattern of financing the Electricity Boards' programmes sug-gegte•l 
by an Advi~ory Committee appointed by the Govemment of llluharu:;htra was also brougl,!; , 
to the notice of the Committee. The broad features 'of thiR scheme are 'et out in thn 
Appendu lV, for information. 

l!i. 'fhe cour~e suggest.ed in (b) above has· already been recommended by the "·'orkin:; 
Group on Price Policy for Electricity set up by the Pbnning Cornm;._ioo. The \Vorkin:; 
Group l;u~a suggested that the Electricity (Suppl:v) Act, 19M3. sllOulil he amenrled to rnablr 
the Electricity Boards to rationalise the pre~ent finar.cinl 'trnctnre of the'<' uncl<'l'takinl!s 
in such. a way that a· part of the total capital is treatecl as cqnity capital and the rest as 
retu~nable loan cap'1tal. 'l'he Worldng Group h<ts also recornm~nc1ed tbt the 'Electricity 
(Supply) Act, ~94~, sho~ld specifically provide !o; repayment of a part of t_he debt a:1d 
that th~ provision m sectiOn 67 (x) of the Electricity (Supply) Act, 1948, wluch lays down 
that. a portion of the surplus revenue should be utilised for rec1uctirrn of tariff ~ncl thP 
.balance ~honld be credited to the State Revenue, should also be deleted. The merit of the 
,sugge~tion to convert a part of the Joan capit~l _of the Bonrrl~ in~o e~in.Jt.y rnpital.is that 
.it will reduce the interest burden on the Electnmty Boards. But 1t w1ll affect the o:1terrs~ 
.of the State Governments adversely. The portion of the capital if retained as loan and not 
,co~;~vertet! into .equit'1es will vield a steady return in the sh3pe of intcre~t to the Rtate 
.Govt>rrunent.s. · If a portion of the loan cRpital i• convr.rted into eqnitv capiinl, no int .. re•t 

, char!leB thereon will be pavab)P bv the Board. The profit• of the Board in s1wh a po•ition 
will attract income-tax correspondingly reducing the net amount distributable to thP Rtate 

11'-6-! 
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Governments. Further, to yield the quantum of dividend equivalent io ihe imel"est. 
charges foregone by the State Government by the conversion of a pllrtion of the loan into: 
equity capital, the Board would have to earn almost twice the quantum o! intere&l charges 
m view of its liability to pay income-tax before declaratiOn of dividend~. When the pre
sent position is that most of the State Electricity Boards are finding it hard even to earn 
sufficieut revenues to meet the interest charges to the State Governments in full, it wil) 
noL be realistic to expect them to earn additional revenues to pay dividends to tlae ::;ta•e 
Governments on equity capital equivalent to the interest foregone by the Sta\e GoYern
ment, and that too after paying the income-tax. Again, under such an arrangeaent the 
Boa~C. is under obligation to repay the loan capital. This will meet with the tame diffi
culties as ha>e been prescribed in paragraph 11 though the capital to Le repai .. would he 
lower. Hence the consensus of opinion among the State Governments han aut been 
in fa~our of the proposal to convert a part of the loans advanced by the 8~..-, fO.eY.ern
meuts into share capital. 

16. The course suggested in item (c) in paragraph 14 above regarding repaJal!llli .. i 
loans advanced by the State Governments over a long period of, say, 100 Jean might: 
JUitig~te the hardships to certain Electncity Boards in complymg with the 'erma of the 
Btatil Governments to repay the loans in shorter periods. On the other band, sack provi
sion would involve repayment of loans advanced by the State Governmenb by tile other 
Boards also in respect of whom no such repayment has so far been stipulated. As mosl 
of t.he Boards are still striving to meet the interest chargea to the State Gonrameats in 
lull, it will be a handicap to them to repay the loans also immediately howenr lllllall the 
quantum of such repayment mi;lht be. Some of the State Governments wo11ld like to 
have steady interest payments from the State Electricity Boards as a source ol perpetual 
t·e,·enue rathm· than permitting tlw Boatd:' tn wipe oiT gradually their deb' \o the RtatA 
GovPrnments as and when the Boards enter an era of prosperity in their fimmciaJ working 
which is bound to occur sometimes in the future. Their view i~ also that as the loans 
eanital increases the revenues of the Boards would also correspondingly increase enabling 
the•n to pay the entirf' interest charges to the Stat.e GoverumPnts and that there need not 
be any ~J·prehension that interest cba1·ges would be too much. of a burden on tlae111. 

17. Some of the power projects in tht country are receiving aid from Foreign Agencies 
lik3 the World Bartk, who, however, insist on provision for repayment of Joana ad..-anced 
to these projects. 'l'he proposal at (a.) of paragraph 1.4 above will not, in itself, answer 
in full the needs of the Electricity Boards. It would be desirable to make an enabling 
provision for repaym~nt of loans ad1·nnced by Slate Governments t.o the Rtate Electricity 
Board!. 

18. 'I'he consensus of views is that there is llo need for a major change in the presen\ 
capital structure of the Board and any part of the capital need not be converted into equity 
capital. With a view, however, to enable such of the Boards as are in a position to do 
80 , tc repay a portion of the loan capital, the Committee recommends that the provi~ions 
of section 67 of the Electricity (Supply) Act, 1948, be amended to provide for appropriation 
of the revenue remaining in balance after meeting the liabilities under items (i) to (1.1:) to 
a Developm~>nt Ftmd and item (:r) of the section 67 may be deleted. A further provision 
may be incorporated to enable the State Electricity Boards to utilise the accumnla,ionA in 
thi.• fnnd for repayment of loans. 

1\l. As regards the d1sp~sal of the ~urplus of the Electricit~ Board und~r t'he f'Xisting 
aection 67 (.x) of the ElectnCity (Supply) Act, 1948, two broad vtews were expressed hv the 
States. One view was that such surplus ?hould be left with the Electricity Bonrd itsPlf for 
development purposes particularly so when the "Eleetric.itv Board opts for repmyin~r tbe Bta.te 
Government loan. A not her view e~pressed was that half of the surplus sbould hP mer~ed 
with the consolidated f,m., of the _State as nt present provided in the Act. espf'Cilllly when 
the Hoard doe• not opt for repavm~ the St.ate Government loan. The Committl'~ would 
recommnn1 both the alternative views set out above and the existin~ section ~7 (~ mov 
be amende,) accordingly making it permissible to adopt either of the courses. · · 
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CHAPTER ill . 

. . · ~0. (/bjtctive m two phases-First phase.-From a s~udy of the data furnished by we 
'fnl1'lu~. S$ate Electricity Boards regarding the capital assets, revenues and the percen:.ages 
ctl net rolum on tbe capital, it is seen that during the year l\J62-63, only Madras, Madhya 
t'radesh! Uttar Pradesh and .Mysore Sto.te Electncity Boards were a~le to pay ~he intered 
charges 111 full to the respect1ve State Governments. The net return of the .l:'unjab btate 
Elec:ricit7 Board falls short of the interest charges payable to the State Governmen' by a 
lllllall margin. All a majority of the State Electricity Boards have not been able to earn 
aufticien' ceyenue~ to pay even the interest charges to State Governments, the immediate aim 
shoulli. be le suggest a suitable upward adjustment of tariffs by these Electricity Boards so 
a' to enable them to pay atleast the interest charges to the State Governments without 
lefaull after meeting the operation and maintenance charges, depreciation and the gene
ralrese:n and this may be achieved in three years. The period required for achieving thi• 
ohjectiye was discussed in detail. Certain Htatcs like Atis~m. Bihar and Rajasthan [el' that 
the7 would require :( longer period to attain the first phaoa of the objective than tho threc
ye!lt perio4 suggested. It was also pointed out that within the period stipulated fllr 
attaining the first phase of the objective it would not be possible for them to clear tb. 
accum>~la.ted arrears of interest payable to the State Governments. Based 011 the 
oonsensus of views of the States tile Committee recommends that the first phase of the 
-ebjeetl1re should be to aim at higher revenue. by the Electricity Boards sufficient t.n eon• 
Ule following four items :-

fU Operation and maintenance charges, 
liH Depreciation, 
(iii! Gener&l reserve, and 
(i..-1 Interest cb:1rges un loau capit:>l vrovided that. <~.ecumul11ted arrears of interet<t, 

if li!IIJ, nee4 not be provided for. 

H llbould be tbe endeavour of each Electricity Bo<1rd to realise this within 1 period ol 
threA to fiye years from now. The Electricity Boards which have already achieved the first 
phaoo should aim at the second phase of the objective dealt with below. 

21. ,~nother point considered by the Committee in regard to p:1yment of interest by 
the State F.lectricit) Board on the loans advanced by the State Governments was whetlle• 
full interest chaLgee need be paid by the Boards in respect of construction capital also as 
during 'be gestation period, the capital invested will not be productive. It is observ~d 
th<i\ while some State Electricity Boards are paying interest charges on construction 
eapibl also, in respect of certain other Boards, the interest charges on the construction 
e11pital i'J being e11pitalised_ As in a number of State Electricity Boards, the proportion 
of construction capital out of the total capital outlav is very high it is felt that it mav not 
be equitable to expect these Boards to pay interest charges on the construction capital 
during the gestati.~n period. The practice of capitalising the interPst chnrr:r• nn 
eonstruct;on capital is in accordance with well-known Commercial Principles. '!'he 
Committee would. suggest that this should, wherever possible, be followed. 

22. The Committee has ob<erved that the rates of interest on loans advanced by the 
State Governments to the State Electricity Boards are not uniform throughout the eountr.v. 
The StmtA Governments generally charge on extra percentage as service chrges nver'a'nd.; 
above the r~ttes of their bo~rowin<r either from the Centr•l Government or from the open 
market. The Committee would suggest that uniform principle in tbe matter of 6xa~ion 
of such interP.st. rates should be evolved and followed by all State Governments. The 
lf'rvice charges should be kept down to the minimum possible. 

23. Second phnsc of the objecti11e.-When once the State Electricity Bo"rds have 
' rea:~bed thtl ptage of Relf-sufficiency in which they are able to meet from their revenues the 

oper11ticn end maintenance charges, contributions to depreciation and general r!'aerves anJ 
interest charges on lmm capital, they should strive to earn a certain amount of surplus for 
flnane.ing: further power development programme. In the view of the Committee, the ne' 
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return 'u be eamed by the l:ltate Blectricity Bo;;rds after meeting the operation aud lll&in

tenance charges, coutributions to depreciation and general reserves and interes* on loan 
o;;p!tal, uugm ue fixed at iJ per cent on capital base. 'l'his would amount to a retum <>f 11 
per <:.:H~ •a~<wg aisu iuto account the electnCILy t .. x/ duty levied by the l:ltate Go-rernment, 
lUCtr. met>~illg opt'ratiou and mamtenance <:harges and depreciatiOn, i.e., interest charges 6 
per ct>nt, net prufit i:i per cent, general reserve ~ per cent, electricity duty 1} -per cent. 
The above return of 11 per cent compares well with the return of 12 per cent suggested by 
the Working Group on Price Policy for Electricity appointed by the Planning Commission 
and could therefore be considered as realistic and reasonable. Mysore, Madras, Madhya 
l'radeeh, .Punjal• and U t.tar l'radebh !:)tate Electricit.y Boards whichhave already a~tained 
·or almost attained the first phase of objective might immediately proceed io realiS& the 
llecond phaoe of the objective cf earning at 3 per cent net return while the other.; State 
!Electricity Boards can embark on this second phase only after realising the firsC pbase of 
the objecti-re and they might require another 3 to 5 years thereafter. ~ 

24. Reduction OJ eosts whetever possible.-In aiming at a good financial return, it 
wol<ld no doubt be necessary for the State Electricity Boards to have recourse to suitable 
entJ.llcelllcnt oi turitls besides taking all possible economy measm·es in working expenses. 
At the B:J.me t:a.e as electricity supply is a monopoly business, care has to be taken to 
safeguard against tL& tendency to push up rates of tariff as also of the electricity ~ax or 
duty beyond certain levels as it may handicap the overall socio-economic developwen,. It 
is impt>rative that every Electr;city Board should stnve to operate at the maximum effi
ciency and economy. The State Governments have adequate powers under the Elec&riciiy 
(Supply) Act, 1948, to watch the efficiency and performance of State Electricity Board and 
take neces:;ary conective action. The Committee v;ould like to emphasise that without 
r·ecourse to such action by the Stat.e Governments, the Boards themselves would be well 
advised to always keep the costs of generatmg, tran.>mitting an<l distributing electrical 
energy including overheads as low as possible aud to take necessary and suitable steps toi 
this end by periodical reviews. Specific factors contributing to high costs were brought 
to th~ notice of the Committee and they are examined below. 

25. Jl'u,:l cosi.-lu thermal power generation, the cost of fuel, viz., coal a.ud furnace 
oil forms a major element and the cost of thermal power generation also depends on the 
quantity and pnce of the fuel clement. 'l'he Committee notes that the coal prices are fixed 
mainly with reference to the moieture and the ash content of the coal and not on the IJadis of 
the calorific value of the coal. In view of the limited availability of high grade coal which 
'is required for metallurgical purposes, only low grade cor.! wich low calorific value and 
middlings from washeries are at present moEtly made available for thermal power stations. ,, 
As the cost oi tran6portation is the same for high grade as well as low grade coal, the supply 
of low gra<ie coal to thermal stations in regions far away from collieries boos~ uv the cost 
of power· generation to uneconomic levels. There is fotce in these arguments and the 
~ttuation has to hE' remedied. The Committee, therefore, recommends that the Govern
ment of India ~hou!ll consider (a) the possibility of lin king the price of coal supplied from 
the collieries to the thermal stations to the calorific value of the coal supplied iilso and (b} 
the thermal ~tations located far away from the coal fields should as far as possible be 
supplied with better quality coal so that there might be savings on transport cha;"es. 
Incidentally, the Committee also considers that there should be proper co-ordination 
between the Electricity Boards and the National Coal Development Corporation m tbe 
ma,tter of exploitation of coal. 

:J6 .. !:ost uf JlO!cer P.urdw•ed from corpor~te bodies.-One ~f the d.ifficultie~.~inted o.ut 
by cerbm State Elrctncity Boards 1,; that dw eorpnmtc bod1es whiCh own :tnd operate 
po\;c·i hou;e,; sell their power to the State Electricity Boards at a high price based on a wiue 
profit margirr and thf'rf' is little margin of returns left to the Electricity Boards and if they 
,.,.ere to provide ewn u sm~ll margin their ta1:iff rates to their consumers ·ha~ to he kept 1] ;gb. 
In tJ,,. v;•·w of tlw Comnutlec. th" CorporatiOns ohoulr] fix a reasonable priee for suDplv of 
110 •.• .-:.r ii' con-nltatinn with the ~tate• Elrctricitv Boards concerned. , . .. ' . • · ' "' ' . ., ' :4 : ~ l • ·, . '1 I ' ' • 
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27. Co.st of power sold by State Government to Elecbflcity, Boards.-Certain Stat~ 
Governments like Andhra Pradesh still construct and operate generating stations. '!'hey 
aell the powe•· to the iiltate :b;lectricity Boards for di&t,ibution. lt has been stated that the 
bah~ price of power by these ii!ta.te Governments is fixed on a no·prolit-no·loos basis. The 
Committee recommtmds that the fixation of actual price in each such case should lle left to 
be negotiated and settled between the State Governments and the otate .Electricity lloardro 
concerned. 

28. Stepping up of revenues.-If the objectives defined in the two lJilases have to be 
achieved, the State Electricity Boards will have necessarily to aim at increased revenues 
by suit~bly revising their powet tarilf rates upwards. As conditions regarding powec 
development as also cost. of generation vary from State to iiltate, the Committee does not 
consider it practicable to formulate any uniform pattern of tariff for various classes of ccn
sumers to be adopted throughout the country. It is a. well-tried principle and in formulating 
the tariJI structure of any electricity supply undertaking, the end cost both at High TensioD 
and Low Tension end& sh•.mld be arrived at by taking into account all items of operation 
and maintenance expenditure including contributions to Depreciation and General Reserves, 
and interest charges payable on the capital invested as also the transmiss:on and distribution 
lossea. The end cost so anived at should normally be kept in view when framing the tariff 
ra•:ol al a whole so tha; the realisation does not fall short of the costs. Some adjustments 
in tariff rates between different classe~ of consumers are also made taking into account 
the loaJ factor, diversity factor, the time of supply and maximum demand of the consumer 
concerned and all other relevant factors. Fixation of tariff is not mere arithmetic. An 
important principle to be kept in view is the capacity of the consumer to pay and the 
purpose for which power is to be utilised including the special needs of the consumer. For 
instance, the rate for supply to textile industry can be at a higher level as compared to an 
electr0-chem:cal or metallurgical industry inasmuch as the cost of power element in the 
total cost pr0duction of the end-product in the textile industry is negligible while it is 
very high in the caRe of an electro-chemical or metallurgical industry. Similarly, the tariff 
for agricultural consumers has to be kept low as compared to the othei' clasRes of Low 
Tension comumers wile reference to the consumers' capacity to pay. In other words, 
in the view of. the Co.nmittee, the tarilf rates should generally be fixed on the principle 
of " what the traffic can bear." 

29. Under sections 46 and 49 of the Electricity (Supply) Act, 1948, the Stata 
Electricity Boards have wide powers to adjust tbeir tariff rates in respect of supply to 
various categories of consumers from time to t.ime. As such, normally they should oe atle 
to so adjust their rate, for power supply that they could earn the financial returns aimed 
at under the two pha~es of objectives referred to above. It is, however, observed that in 
pursuance of their role to subserve the economic policiss of the State Governments, the 
St·1te Electricity Boards have to offer low rates far below the normal Grid rates in rt''l"'"" 
of power-intensive industrizs for supply of H gh •remion Power. As the electro-chemical 
and ot3er power-intensive .mdustrie~ are bulk consumers of power, the loss sustained by 
tho State Electricity Boards on account of offering low rates to these industries is heavy 
and the Board8 find it difficult, if not impossible, to make up the loss from the profits 
earueil from other classes of consumers. It has been pointed out that offering of low 
rates with a view_ to attract indust~ies to ~ particular lo~ation lfadg to unhealthy cornp<'ti. 
tion. The vVorking Group on Pnce Policy on Electnc1ty has, therefore, recommended 
that the Central Government should establish certain conventions to be followed in the 
matter. The Committee would observe so long as the cost of generation varies from Rtate 
to St.ate and with reference to the nature of generation any principle of having a floor. 
rate linking tbe Rale price of power supply to electricity-intensive industries to the cost c.f 
generation will place at n disadvantagt> States like Gujarat where predominantly, thermal 
power is aenerated at hil:(h costs. If the rates offered are competitive with those obtain'n"' 
elsewhere~ the Boards concerned are hound to sustain losses. The Committee consider~ 
that a~ a general rule. the Electricity .Boards should supply power only on rates which 
provide at least for orwration and maintenance costs (including depreciation) and interest. 

124--6-3 
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-The case of supply of power to the electricity-intensive industries is, however, discussed 
further below. 

30. The Committee considered at length the question as to how the loss to the 
Electricity 13oards should be recouped if in some special cases they are _called upon to 
supply power at low rates which jo not meet in full operatwn and J:?amtenance costa 
.(includictg depreciation) and interest. The Working Group on Price Pohcy on ElectricitY. 
appointed by the Planning Commission has suggested in this connection that' if in any 
case, the rata for particular classes of consumers is required to be subsidised, it shoulll be 
done as a deliberate act of policy to be financed as far as possible directly and that the 
subsidisation of one class of consumers by other may be restricted to a limited extent 
only. Opinion has been varied as to the procedure to be followed to recoup the losses to 
the Sta•e Electricity Boarrl~ as a result of offering low rates at the instance of the State 
Government to power intensive-industries. One view is that the shortfall should be made 
good as follows :-

(a) If the rate charged is in excess of the operation and maintenance costs but does 
.not fully cover the interest element, the unrecouped mterest element be given by the 
.Stat,· Government to the Board as a subsidy. 

(b) If the rate fallB short even of operation and maintenance costa, the subs.IJy to 
be given by the State Government will be equal to the shortfall on such costs as well. as 
the interest element. 'l'he above view is more or less in line with the recommendation of 
·the Working Group on Price Policy of Electricity appointed by the Planning Commission. 

Another view held is that the shortfall in the full costs and interest charges on 
account of concessional supply should ·be made good as follows :-

(a) The Electricity Boards shall. endeavour to so fix the rates on the various 
categoried of High Tension consumers that the net realisation from them will more than 
offset the element of concession given to the special class of consumers. that is, the full 
operatio•1 and maintenance costs mcluding depreciation and interest will be recovered 
from the High Tensior, consumers taken as a whole. 

NoTB.-T~a a~ove vie"! is based on the consid~ration that there is very little scope to pass on the 
shortfall caused m Htgh Tens10n supJ?lY to ~o.w Tenston co~um~ra ,bulk of _whom who are agricultural 
consumers are tnemsetves bemg heavily substd1sed, and that 1t wdl be meqwta.ble to make the domestio 
consumers to bear an additional burden on account of loss in H1gh •.rension _supply. 

<.b) If the Electricity Boards are not able to fully recoup the shortfall by the 
process of adjustment: of the tariffs applicable to High Tension consumers, the remaining 
shortfall shall be made good by the State Government who will subsidise the Board to the 
extent neceosary. 

When considering the above proposition, some Boards have expressed the v1ew 
that the shortfall on account of concess'cnal High 'l'ension supply might be made good by 
adjustment in the tariff rates as a whole including those of Low Tension supply instead of 
only High 'l'en~ion supply. While holding this view, the representative of Maharashtra 
State st~ongly pressed the point that in no case should any confumer get electricity at a 
rat~ which does npt fully compensate the operatiOn and maintenance costs (without 
including interest). Opinion among the Statea in this regard has been divided. The 
reprcsenLatives of the Central Government on the Committee stron<T\y pleaded that the 
rat.J for supply of electricity should under no circumstances be )ower than what is justified 
by t~e coat of operation an_d. maintenance, depr~ciation and interest. They also suggested 
that m case a State ElectriCity Board wa~ required to offer a lower rate for any particular 
industry, the differential ehould be subsidised by the State Government concerned. No 
single propositioncan .be recommer:ded ~or ad:>ption and the Committee would place on 
record all the above VIews for cons1derat10n by the Government of India. 

31. It has been suggested that the expert advice of the bodies like the Central Water 
an·l Power Commission regarding the principles to be adopted in fixing concessional rates 
for electricity-i~tensive industries m;ght be .of avail on tbis point. In particular, indepen
dent expen adVIce would be valuable regardmtr the extent of concession that may be shown 
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to a power intensive industry having regard to the maximum rate the industry could pay 
with referenca to the cost structure of the end products. 'l'he Committee takes note o~ 
·.tht~ above suggestions and would recommend that the Government of India might make 
suc!J. expert advice available whenever requested. 

CHAPTER IV. 

32. Cases where generation is not with the Boards and also cases where distributio" 
to some extent is u;itn the licensees.-ln l:>tates like Andhra l'radesh, Mysore, etc., the 
·generation of power is still retained by the l:ltate Government11 themselves and the State 
Governments sell the power generated by them to the l:ltate .l!.:lectricity .l>oards for distri
hution. under tl'.e .b.Olectric1ty (l:lupply) Act, l\J48, the otate Blectncity Boards are charged 
wiGll the genet'd.l duty of co-ordinated development of the generation, supply and distribu
tion of electricity within the otate in the most efficient and economical manner. Interests 
of co-ordinated electrical development might perhaps be furthered by the entire generation 
.of power also being left to the charge of the State Electricity Boards. But in certain 
cases where po\\ er generation forms part of multi-purpose projects or where special 
agreemeutd exist with foreign aid agencies, the State Governments would find it difficult 
to trans{e~ the power generation units to the State Electricity Boards. In such cases, the 
Committee feels that it. would be best to have the arrangements settled between the State 
Governments and their Boards. Mysore and Orissa Governments felt that the handing over. 
of power generation to the Electricity Boards may be left to be settled between the State 
Governments an<l the Boards in all easel. 

33. Licensees' undertakings.-According to the statistics available for the year 
;1:962-63, there are 238 electrical licensees operating in the country with a total investment 
of about Hs. 17;! Cl·ore&. A majority of these licensees are operating in the States of 
Mabarashtra, Gujarat, Uttar Pradesh and West Bengal. Most of the"e licensees cater to 
concentrated urban loads and are able to earn a good return on their capital base even 
.without inflating their tariff rates. In extending power supply, they generally go by the 
strict principle of remunerative return and are reluctant to embark on intensive rural 
electrification schemeb in the interest of national development, as rural electrification is not 
paying, judged by commercial standards. The Committee noted that a proposal for 
en11cting a suitable legislation in respect of facilitating acquisition of inefficient unremunera
tive or unprogressive private electricity supply undertakings was under consideration of 
the Government of India. It .was also noted that the question of reviewing the basis of 
compensation payable t.o aC<JUire licences was also under their consideration. The Com
mittee hopes that while fixing the revised basis of compensation, the Government of India. 
will ensure tha~ the cases where undertakings are acquired on account of inefficiency are 
not treated on the same footing as other acquisitions .. 

34. Concessional finance for rural electrification.-Except for Madras, Andhra Pradesh 
anrJ. til some extent, Punjab, all other State Electricity' Boards have yet to make considera
ble leeway in the mat.ter of rural electrification. These Boards have begun to evince keen 
interest in the matter of rural electrification and are embarking on intensive rural electrifi
'cation );Jrogramme. In view of the long distribution lines involved with sparse loads and 
'the low tariif rates to be offered to agricultural consumers as an incentive, rural electrifica
tion programme cannot yield adequate return as yet. Even then as a matter of socio
economic policy designed to uplift the rural areas economically particularly in the field of 
increased food production which is a national objective, concerted efforts are necessary to 
intensify rural electrification. The rural extension schemes normally take five years to 
yield even the loVI return anticipated of them. The State Electricity Boards would, there
fore, welcome funds to finance these schemes on easy terms of payment of interest over 
alona period. At present, the Government of India advance loans to the State Governments 
to fi;ance rural electrification schemes included in the Third Five-Year Plan and only 
fnteres'l charges (payable in all in 25 instalments) are being collected in the first five years. 
ThE) balance of 20 instalments of interest charges and the principal repayable in 20 instal
ments are together collected from the sixth year onwards. The Government of India may 
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explore the possibility of granting loans for rural electrification schemes which will _be
interest-tree dUl'ing the first five years. The Life InsUl'ance CorporatiOn may also reqUJre, 
Ito b~ persuaded to grant loans for rUl'al electrific~tion purposes at a reasonable rate of. 
interest. 'rhe Committee recommends-

(i) Ruml Electrification schemes designed to improve agricultural production. 
should bo taken up on a more extensive scale than is being done at present ; 

(ii) the possibility of financing Rural Electrification Programme by loans interest. 
free for an initial period of five years may be explored; 

(iii) advantage may be taken of assistance if offered by the Life Insurance Corpora
tion of loans for rural electrification; 

(iv) the rate of agricultural tariff should be consistent with the capacity e~ the· 
agriculturist to pay. 

In view of the urgent need to step up agricultural production, the State Electricity 
Boards are invited to consider whether the minimum guarantee payable by t)l.e agricultural 
consumer now levied by each Board can be either reduced or abolished. 

35. PrincijJles that should govern the fixation of rates relating to electricity tax Q,it 
duty.-'l'aritis for supply of power are generally guided by the principle of " what the. 
trafti_c can bear ", keeping in view the cost of power at the point of supply and also having_ 
promotional rates for encouraging consumption. 'l'he levy of electricity tax or duty 
should not take a.~ay the promotiOnal features of the tariffs and distort the tariff structure. 
evolved by the Board. State Governments should not also think in terms of earning unduly 
large return from electricity duty or tax merely with a view to improve their revenue 
position. li'or these reasons, the Working Group on Price Policy for Electricity appointed 
by .the Planning Commission has recommended that-

(i) the duty ou the various classes of consumers should be on an ad valorem basis. 
so that the structure of tariff rates is n'lt disturbed by the levy; and 

tii) the t::>tal revenue from electricity duties should be on a more or less uniform 
relationship to total capital employed say, 1l to 2 per cent of capital employed. · The 
electricity duty or tax now levied by the State Governments ranges from 0.1 per cent tal 
3.6 per cent on the capital invested-vide Statement No. III. The State Electricity Board€~ 
have urged that the rate of electricity tax or duty should be limited to a particular 
percentage of the tariff rates although according_to the principle of " what the traffic can 
bear '', there is hardly any scope for web tax or duty if and when the electricity tariff 
rates are already at the optimum level. The consensus of views of the State Governments 
however, is that the fixation of the rates of tax or duty should be within the discretio~ 
of the State Governments. The Committee, therefore, recommends that the actual 
quantum and the pat-tern of tax which is levied may be left to the good sense of the State 
Governments, keeping in view all t~e relevant considerations set out in thi~ paragraph. 

36. Amendment.~ to Electricity (Supply) Act and also to Indian Electricity :1cb, 
consequeutirtl to the foregoin(l recommendations of the Committee.-Suitable amendments 
to section 67 of the Electricity (Supply) Act, 1!l48, as suggested in paracrraphs 18 and 19· 
above would be necessary to provide for the creation of the Developmei~t Fund and also 
revising the provisions of section 68 regarding depreciation if - found necessary (videt 
paragraph 12). 

37. Conclusion.-·· A_ summary of _the recommendations made in this report is given ·as 
annexure. The Committee would like to place on record their appreciation for the
co-operation exte!•ded by the officers of the Government of India and the Planning Corn
mission, ·the vanous State Govern;ments .and S~ate Electricity Boards for furnishing all 

·the required data and_ f_or a!~~ ofl'e':mll' thell' considered _views. on the various points. 

R. VENKA'l'ARAMAN, 
Chairman, Minister for Industries, Govermnen~ of Madras. 
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SUMMARY OF THE RECOMMENDATIONS. 

1. Inimediate objective of the State Electricity Board should be to acbieva self-sutlh:ioncy, 
i.e., revenues should be earned to cover operation and maintenance ch~rges, coctril>utions 
to Depreciation nml Geneml Reserves and interest charges on loans. (Panlgt·oph 8.) 

2. As the Depreciation Reserve provided under the Electricity Supply Act is not adequate 
to mee\ the cost 0f replacements, the quantum of contribution to the Rc•sen·i1 mny re•tnire 
enhancement nnd the Committee recommends that th~ assistance of the Centr••l \\'ntrr nncl 
Power ComP>is~ion may be tnken to suggest· a suitable revision of sect.ion li~ c>[ tl:e .'\ct. 
( Parag.-aph 12.) 

a. In accordance with the consensus of opmwn expressed by the State llowrunwnts, 
the Oomrnittee rE>commend• that no change in the existing capital structure of the State 
Electrici'J Bonrda by way of conversion of the loan capital into shares ( eit.J,,.,. in port or 
in full) need be comidered. (ParagrRphs 15 and 18 above.) 

4. An enabling provision may be made in sectim\ 67 of the Act to prov;·!J for I'<'}JUymcnt. 
of loans. After meeting all liabilities listed under items (i) to (ix) of the section, the balance 
of revenue may either be appropriated in full towards a Development Fund and utHi•ed for 
repayment of loan~ 01 half the balance of revenue may be appropriated to tlH, Ccnsolidnted 
Fund of 'he Stat-e as is the position at present. The existing provisions of 67 (x) of the ,\ct 
may be suitahly amended to permit adoption of either of the nboYe coms<'s. (l'arngrnph" 18 
and 19.) 

5. Interest charges on capital invested in works in progress may be capitn!i.>cd and added 
to the cosb of the works to be completed, if the Boards are not in a. position b pn,v those 
charges during the construction stage. (Paragraph 21.) 

6. Rate of interest charged by the State Governments on loans advn.nced to the St11Le 
Electricity Boards Fhould be fixed following a. uniform principle a.nd the Stal;(' llovernments' 
coyerage for service charges over the rate of interest cha.rged by the Central Government Rhould 
be kep\ d(IW(l to the minimum possible. (Paragraph 22.) 

7. The f.rst Fhase of the objective for all the State Electricity Boards should be t.o nuN 
at higher revenues sufficient to cover opera.tion and maintenance charges, contribution> tc 
the General and Depreciation Reserves and interest charges on loan capital. Boards wh;ch 
have no~ already achieved this should aim renlising the objective within " period of three 
1lo five years. (Paragraph 20.) 

8. As a second phase objective, the Board should aim at achieving a. balnnce of revenue 
after meeting all the charges indicated in the first phase, working out n. net return Qf 3 
per cent on the capital base. Boards which have already achieved the first phase shou),( 
immedia\ely prvcced to realise the second phase and the other Boards should aim a.t achieving 
the ~econd phase within three to five yenrs of their achieving the first phase. (Paragraph 23.) 

9. Buards should keep the co8t of generation, transmission and distribution incluc.iln~ 
overheads as kw n• possible t.aking nPcPssnry corrective steps by pel'iodicnl n·views. (Pnl'!l· 
graph 2f.) 

10. The Govemment of Iodin should explore the possibility of linking the coal pt·i<·e, 
among other thi>~i'B, with the calorific va.lue of coal a.nd thermal sta.tions located far nwuy 
from \he coal fieldd should be supplied with better quality coa.l. (Paragraph 25.) 

u.· There should be proper co-ordination between the State Elcctricit.v Bom·ds Bllll the 
:Kational Coal Dewlopment Corporation in the matter of exploitation of coal. (Pnrngmph 2[>.) 

1~. Corpo•·ate· bodies generating and selling power to the Board" 
price for power supplied in consultation with the consuming Bonrd(s). 

should fix reason.1bl" 
(Paragraph 26.) 

13. Whim generation is owned by the State G?v~rnment, the fixa.tion of rate of SU{'!'IY 
of po1fer to the B<.ard should be a matter for negotmtton between the Stnte Government and 
the Bo_,.l concerned. (Paragraph 27.) 

1!4-14 
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14. As a g(·neral rule, t-he Board should supply power only at mtes which provide icr 
opemtion and maintenance costs, depreciatic,m and interest charges. Howo.v1r, in .":Cilard to 
rate of supply of power to energy intensive-industries, the Committee recommends. th!'t the 
different 'iews expressed in regard to· the principles to he followed may be placed 'b~fore 
the Government c·f India for their consideration. Expert advice regarding the principles to 
be adopt~d in fixing the concessional rates of supply might be made available by tho 
Government of India when requested. (Paragraphs 30 and 31.) 

15. Wllile observing that- a proposal for enacting a suitable legislation for tacilitatillg 
aequisition of licen"ees undertakings was under the consideration of t-he Government of India., 
the Committee recommends that in t-he matter of fixing compensation, a distinction maY. 
oe made when undertakings are acquired on account of inefficie!lcy. (Paragraph 33.) . ' 

16. To facilitate intensive rum! electrification, the Committee recommends (a) that the 
fOSSilJility of g<>Hing loans interest-free for the first five years may be explored, (b)1 oovantaga 
may be taken of the loan assistance, if any, offered by the Life Insurance Corporation, and 
(c) Boards slt:-..id consuler whether the minimum guarantee levied by them on agricultural 
consun1ption can be 1·educed or abolished. (Paragraph 34.) 

17. While siating the coD,siderations relevant in the fixat•ion of Electl'icity .'l'aiJ.Duty, 
the c .. mmittee reccmruends that the act-ual quantum and _the pattern of the Tax/ Duty levied 
may be left to the good sense of the State Governments. (Paragraph 34.) · " 

APPENDIX I. 

GOVEU~MENT OF INDIA, MINISTRY OJ!' lRRIGA'l'lON AND POWER. 

New Delhi, the 24th .4pril IIJM. 

RESOLUTION. 
' . ' ' 

No .EL-II-3(1)f64.-1:he working of the Sta~e Electricity Boards in relation to their 
Ji.nancial returns bas received considerable attention during recent years. The subject iW<t~ 
also discussed nt the Conference of Irrigation and Powet· Ministers held at New Delhi on the 
~rd and 4tll January 1964. The Conference noted that the financial position of mos~ cf the 
Boards in the _couutr;r was unsatisfactory and that in the interest of promoting health,.. power 
olevelopment, lmn.edtate steps were necessary to put the Boards on a sound financial footm:;. 

2. As dec;detl by the Conference a Committee has been set up to examine t1.e• whole 
question, consisting of-

Convtno•. 
(1) Shri R. Venkataraman, :Minister for Industries, Madras. 

Members. 

(2) Shri M. P- Sinha, Minister for Commerce and Industl-y, Bihar. 
(3) Shri Ba.lwat1t R~i Mehta, Chief Minister, Gujarat. 

• (4) Shri S. G. Barve, Mini'lter for Industrie3 an<l Electricity, Maharashtr~. 

• (5) Sbri Riz~k Ram, Minister for Irrigation and P ,wer, Punjab, Chandiga.rh •. 
(6) Raja Harish Chandra, Minister for Power, R-•jasthan. 
(7) Shri Girdhari Lal, Minister for Power, Uttar Pradesh. 

• (8) Shri T. K. Ghosh, Minister in-charge of_ Commerce and Industries, Cot~ and 
Small Scale Inrlustrtes and Co-operatton Davartment, West Bengal. 

(9) Shri V. V. Chari, Additional Secretary, Ministry of Finance, Government of India. 
(10) Shri K. P. S- Nair, Vice·Cha.irma.n, Central Water anJ Power Cummlsaion~ . 
(11) Shri M. K. Gopaliengar, Chief (Power), Planning Commission. 

M emher-&crelary. 

(12) Shri N. S. Vasant, Secretary, DP.lhi Thermal Project Control Board . 
. ; ... 

o Itema (4) and (~)as amended by the Government of ludia Resolution, dated ~9-th:--J-u-na ___ ll~&-._-...: __ _ 

o Item (5) as amended by the Government of India Resoluti<>IL. dated 22nd Augun lOII4 •• 1 ; 



15 

:J. The t·errus of reference of the Committee will be as follows:-

(i) To suggest ways a!ld means of improving the revenues of the various St-ut-e Eleotr.ioity; 
Boa,rds and also the income from electricity duty; and 

(ii) to suggest the pattcm of relationship between the tariff nnd electricity duty. 

-!. 'l'he :·eport oJ the Committee will be submitted to the Govemment of India in the 
Ministry of Irri)!otion und Power not lat<Jr than the 30th Septembr 1964. 

M. K. limwAI, 
Joiut Secretary to tho Govemmettt of {tulia. 

0&D~>:n. 

01·dered tb~t the above resolution be communicated to the Melllbers concu~ned, the 
State bcvemmed&, the State Electricity Boards, the Ministries of Government of lndlU, 
Prime Minister's Secretariat, Secretary to the President, the Planning Commission and the 
Comptroller and Auditor-General of India. 

Ordet·ed also that t·he Resolution be published in the Gazette of India. 

M. K. KIDWAI, 
Joint Secl'eta~y to the Government ojl11dia. 

APl'ENDIX II. 

POINTS FOR CONSIDERATION BY THE COA!MlT'l'EE. 

1. Oapital stmcture of the Board.-Whether pl'Ovision should be made for repayment 
of loan ~spital und if so what should be tbe percentage on the whole or part of r;be lullll 
•ai•ital to be treated as repayable; "'hether the balance can be treated as ,ma•o~ouE to equity 
capital. 

2·. Objectives i•• two phascs-(i) First phase.-Revenues to cover-

(a) (i) OpN·ation and Maintenance charges; 
(ii) Depreciation; 
(iii) General Reserve; and 
(iv) Interest charges on loan capital. 

. (b) Whether interest should he charged on loan taken from Government from the 
beginning, if sa, at what rate and for what period. 

(ii) Second phase.-In addition a net revenue of 3 per cent on loan capital to be of 
use to repay open market loans; and bear in part development charges, and to cover income-tax 

, First phase to be achieved in three years and the second phase before the end of the 
Fourth Plan. 

Boards already meeting objective in first phase should aim at second phase objective. 

3. s~op8 [<'T !111provement in revenues.-(a) By reduction of costs, wharever pessible to 
be \nvestigatcd by individual Boards. 

(b) • By skpping up r:evenues-
, , , (i) ~l'ariff to be gt•ided by the principle of what the " Traffic can bear "; 

(ii) 'Vh<••·e rates quoted are concessional and due to Government policy, whether 
sub~idy from t>tr.te Government and subvention may be granted and whether internal 
adjustment in tnriff structure cannot be made. 1 

. · (iii) Whether cost per unit at the distribution and should not be t.he inftuencilli 
iector in determit.jng rates of tariff. 
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4. (aJ Whether in respect of Boards which are now distributing power, and_ generation: is 
p&>:tly or wholly with State Government, the Board cannot take over the entn·a generatiOn 
also. 

(b) 'Where Government still retain generation, whether they should charge only tho 
costi of power without adding any margin of profit. 

N OTII.-Jn respect of Boards purchasing power from any Corporation at the rotes quoted by the 
latter (which includes their margin of profit) whether the objectives outlined wiU be feasible. 

5. Whether concessionoJ. finance and reduction in interesil rates, especially in res{l'lCt o'f 
rural electrillcotion is necessary. 

6. Take stock o! the position regarding electricity duty, its incidence wh,,t,het• ou consumer 
or on the Board. 

NOI'II.-The term •• Electricity Duty" includes •• Taxes'". 

7. (a) Whether the principles applied to tariff could also apply to duty or whet.her they 
should be distinguished 7 · 

(b) What i~ ond·will be the impact of the duty andfor taxes levied by 'the ,State 
Government on the tariff charged by the Electricity Board I . 

8. In the li~ht of the decisions taken, what amendments ore considere•-1 ne~es:>ary to 
the Electricity (Supply) Act, 1948? 

R. VENKATA!l.AMAN. 
Oonvenor. 

APPENDIX III. 
STATEMENT I. 

Partictdars of capital and revenue of Electricity Boards, 1962-63. 

Capital a.HlB tJ! lhe end of 
196?MI3. Detail• of Oapilal. 

1 
,....- ...... t ~ ;! 

+ " 
j .: §: l ~ .. .. .., 

i 1 N- o' lhe Electri· 1 ~ " = 
~ ~ li>. 

""" oard. 0 ~ i:o ~ ! " 0 

~ 
"Qo ~= '& ~e ~ 1 o.., 
1il ~t. 1il 1+ ~ j ..;; 1;'3 " 1;'3 ~ ,§ 

(1) (2) (3) (4) (6) (6) (7) (8) (DJ 
(RUPEES IN LAKHS.) 

1 :lladras 13,202 2,740 1,028 16,975 12,850 1,089 3,036 
2 Madhya Pradesh 4,703 785 23 5,511 5.306 s Myao"' 5,020 97 928 6,046 3,483 614, I 1,048 , Assam .. 694 904 131 1,729 1,667 162 
6 Bihtv .. 4,4%5 787 6,212 4,585 627 6 Gujarat 3,135 li,025 642 6,802 4,707 775 320 7 Kerala •• 3,828 1,729 246} (A) Plus 62 5,865 4,436 359 1,070 • Jllaharaohtra 3,664 876 826 5,366 3.914 550 891 
D Oris& •• 1,913 58 1,971 1,767 204 

10 Punjab 10,204 537 878 11,619 10,509 1,101 
11 Rajasthan 2,253 898 46 3,197 3,197 
12 w""' Bengal 1,071 884 350 2,305 

0.' .. 
2.118 361 •• IS Andhra 7,066 590 606 8.262 6,777 810 !10 

14 UtwPradesh (K) 9,550 9,550 
(A) Suapense under capit..t• (K) Cepital bBI!Oo 
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APPENDIX III-coni. 

STATEMENT 1-cont . 

. Parli-oulars of Oapitcl and Reve11ue of Electricit!l Boards, 1962-63-cont. 

Oapital. 

'""" ,...; .~.5 i ~ Iii n 
0 

~~:a 
I! ~·s.~ e 3 ~.5 

~:!: ~ ~ ~ ~ 'E.; 
~Bg 

.: il"' ~ ~ .. ~ ~ + 
~ .- a ~-li 'o-i ';;- E "' ~§' ~ H- •! IIOfl Eleolricity .~ -+ " ~~ ~ 

"~"" &s & Board. ~ n :! " il ~- ~ ·~ ~·= ~"~ + ~ h !! • - lH ~Gi' 

! <;- s 01:::. ~.!~ ~ 'Ot:. .; "' ~ c ... A., A., ~ 

(10) (11) (12) (13) (14) ( 15) (16) 
(IN LAXHS OB' RUPEES) 

1 :M...U... •• 16,975 2,024 1,234 790 6'0 6•67 

2 Modbya Prodosh 
(P) 

5,30G 782 523 250 5·5 4•90 
I Myooro •• 6,045 668 4".., .. 246 4·9 6·00 
4 Asaai'D •• l,'i'29 73 90 (-) 17 1·8 (-) O·O~ 
5 Bihar .. 5,212 800 731 f,O 1•50 J•GO 

6 Gujarat 5,802 867 780 87 2·8 1·69 
7 Kerala •• 5,805 400 264 136 8•6 2-84 
8 Mahorashtra 5,366 550 003 47 1•3 1'05 
9 OrR! sa .. 1,971 458 449 g 0•46 0•16 

10 l,aujBb .. 4 11,619 1,221 722 409 4·9 4·70 
11 Raj ..,;than 3,197 308 289 19 0•84 0·60 

W.,.t Boogal 
(HI 

12 2,069 364 382 (-) 18 (-) 0·17 (-)0•73 

Andhra 
(C) 

11 7,797 852 771 81 1'1 1·10 
14 Uttar Prodooh •. 9,550 1,158 760 308 4·2 4·20 

(C) D~ not agree with assets total. 
(P) Assets figure include interest on construction for which no loan is sanctioned. 
(R) Diffomnce due to closing caah balance in hand and into~ost ar.pito.Iised. 

Inlerue payable on zl 
.l!' ::.-,,g~ 1l " - ~.~ I e£; ~~ ~f .; E ! g ~ ~~;- E - -
l'~ 

;:,ECf:l 
~ ! " • 

-, 
A.,~ - t: ,, 

0 ·~8 "5 ~ ~ at- 1 ., ·5s~- E ~ 'l;-q .: i~ 
~ s~ ~ hs ~ ll '-:' " 1 N.,.. of lhe Bloclf'icity ~ "'., t:" 8 ,; ~; 

c:o, 
~ ~ "' C!~~ Board. i: !i ·- ~~-::. € ~ t~8 "!~ ;, .. - ~ 

" 
~·~ p~+ ~ox e ~ j~. "'c'-' 

'Q>~l + " ~ - -§- f ~"- + • ·~ <;S ·~ i- r:.' 

·~ 
~"' ... ~ :.:. g_oo € 

~ 

.. ~:::8e1 ~"'j -·- • ~ ~ ... ~i: - ~:8:=. ~ _t:-1 :: C'l 
~ ~ o-

c:5 
o- "·~·-- ~-

,'<I >4 ..... 0:: ~ ... :.. 
"" (17) (18) (I 0) (20) (21) (22) ~) (21) 

(IN l.AKIIII Oli' RUPBE8) 

1 Hodrao 366 1,150 8·30 632 42 1174 148 5•H2 

2 Madhya Pradeab .. 209 4·UO 2lfl 210 259 4·90 
a Myoore .. 4•0 250 6•10 107 20 187 226 6'49 
4 Aaaam .•• .. (-) 17 (-'-) 0•98 83 3 8fl (-) 20 (-) 1'28 
i Bihu eo 1•50 135 135 69 1·oo 
8 Ouj..,.. ••• 25 112 2·04 194 27 221 60 1•27 

7 K•~• •• 136 2'84 190 '16 2011 120 2'71 
8 :U:ah1U'118h\ra 47 1•05 191 18 209 29 0•" 
1i Oristia ~ 40 49 2'49 37 4 41 5 0·28 

10 Punj .. b 186 685 6·G2 619 619 499 4.70 

11. RaJaa\han 19 0·60 148 141 19 Oo6o· 

IS West Berogal (-) 18 (-) 0·73 71 9 80 (-)27 (-) 1•27 
II Andhra .. 63 144 2·00 312 48 360 33 0•48 

I• U&w Pradeah 898 6'20 844 14 3UI 384 4•02 
12(-6--6 
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STATEMENT II. 

Details of ccmstrvction, capital and interest charges of State Electricity BIIIJnt., IU6i-13. 

(1) 

1 Madras .. 

2 Madhya Pradesh 
3 Mysore .. 

4ABOam .. 
6 Bihar 
6 Gujarat •. 
7 Kerala .. 
8 Maharashtra 
9 Ori&a 

10 Punjab .. .. 
11 Rajasthan 
12 West Bengal 
la Andhra •. 

14 UttBr Pradeeb •• 

• .. 

Details of capital. 

Work.t 
completed 

and Work.tin Storu. 
earning progrus. 
revenue. 

(2) (3) (4) 

(RUl'EES IN LA,._S,) 

13,202 2,746 1,028 

4,703 785 23 
5,020 97 928 

694 904 131 
4,425 787 

3,135 2,025 642 
3,828 1,729 246} 

(A)62 
3,6M 876 826 

1,913 58 

10,204 537 878 

2,253 898 46 
1,071 884 350 
7,066 590 606 

(A) Suspenee under Capital. 
(K) Capital bass. 

STATEMENT III. 

·""""-""• .... ... ....., . 
1'olal 

....,.... OOpt• ..., .. ... ,.. 
inmul laliHiior 

Total. ehorgN charged lo .... ........... ....... 
(6) (I) ('I) 

16,975 87i Charged to 
revenue. 

6,611 
6,045 

110 Capitalised. 
187 Construction 

of statio1111 
undertaken 
by Govem· 
aent. 

1,729 Ill Not decided. 
5,2t2 135 Capitali.oed. 
5,802 121 Do. 

5,865 !01 Do • 

5,366 %011 Do. 
1,971 tl later8et eo 

fdr aot 

11,619 Iilii 
paid. 

Cbarged to 
revenue. 

3,197 148 Capitalised. 
2,305 80 Do. 
8,262 360 Charged to 

revenue. 
(K) 9,550 151. No• · fumi-

abed. 

Details of taxfduty collected by the Electricity BotJrtla iB 19B2-63 aniJpercenlag& 
they bear to loan capital. 

' 

Loan amounl. Drtai/8 of oolkction. 
r_,.,. o/fN/ 

""'ll ... .Serial numb.,. and' .A. ..._ 
<Wails. Got>.,.,.. PUblill. Polal. p...,. Duly. f'oiGI. a- Tolal ... ,.,. - "'-· loan. 

(1) ~·) (3) (4) (5) (6) (7) . (I) (II) 

(BU1'BaS 1lf L.U<IIS.) 
l Madras 1!,850 1,089 13,939 175 175 j ••• 1·8 
2 Madhya Pra- 5,306 5,306 53 61 •••• 1·0 

deoh, 
I Mysore 3,4b3 614 t097 127 127 ••• 1·1 
t Asorun 1,667 162 1,721 .. .. 
& Bihar 4.685 4,685 24 lllo .... D·l 
6 G ·jarat 4,707 775 6,482 Not available, 
'I Kerala. t436 359 4,795 6 ·• ... • •• 8 Mabarashtra ••. 3,914 659 t,473 39 39 l·t 0·11 
9 Ori8P'a .. 1,767 204 1,971 u 4t t·l I• I 

10 Punjab 10,609 10,609 121 121 1-1 1•1 
II R'jasthan .. 3,1A7 3,197 
12 West Beng>l., 2,118 361 2,479 38 31 ... 1•1 
13 Andhra .. 6,777 810 7,o871 
14 Uttar Pra.deoh .. 9,660f N oUumiihed. ' 



S!A'fDIBNT IV, 

Osblll o/ gllttf4tion, 1tJlu 11na tol118 lo ggricultwe b11 Electrllt!ll Bo11ril1, Ul6li•SI. 

~~~ ... l't1fllwr ll'ol<li s..z. oJ .... ito. 6t»• Jt¥r .&a.....,. t:m ,... '"'" 111 .lhclt.r~ ,.,. -"· ... prl,.. fenertJ• Mal. 
-.• .,;., .... 016 ....... 'BII<Iro. f'Mr· Diud f'~krl. eh-. ..... . .,., 

"'''"'"· ""''· ., , .... cC.: B!l'. Ji.f'. 'Z'olal. f1nil1. Pucua- B.'J'. L.'l'. B.'l'. l..T. 
lago.,. end. end. Mid. ond, 
loUJI 

'"'"· 
Ill (II (31 1'1 (5) (61 (11 (81 (91 (101 (111 (121 (13) (16) (161 (161 

IN l'rllLLrOK. (IN P.usz.) 

1 M•drM 1,162 456 2,617 224 2,841 1,411 862 2,273 601 22 6•62 14·47 6•7 12·4 

I Madhaya Pradesh 263 456 22 739 53 792 537 136 673 6 0•7 8•81 8'3 23•0 

I M:ysote 1,180 14 1,194 1,194 69il 321 1,019 35 3·4 2•67 12•36 3•6 12•2 ....... '13 111 35 36 29 29 59 25•4 

C1 Bihu 3S 33 688 721 462 162 626 19 3•0 .. ... 
0 Gujarat .. "2 61 623 188 711 258 318 516 45 7'8 7•9 12·0 11•8 

0 
16•7 

7 Ketola 716 716 60 776 483 136 619 18 2·9 1•82 7•28 2·8 18•0 

8 lllahataahtta !3 440 25 407 13 670} 901 113 1,01£ 18 1·8By 6•58 20•38} 661 1;-1 20•7 
II Orilaa 189 7b9 Th. 9·46 22'69 

10 Punjab 2,359 7 1 1,367 1 2,368 1,6U 419 2,060 84 •·o i'6 11•8 

II Rajasthan •• 30 106 136 9 6•6 

II Woo' Bengal ' 164 76 2&3 260 603 272 48 320 II G-6 

II A.ndhra " 112 • 267 710 977 429 298 127 88 12•1 11•6 5·8 n·• 
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STATEIIIJIINT v. 
DetailB of power purchaae by EZeetrieily Boartla, 1962-63 .. 

Borialn_,......,.....,..of B-. 
(I) 

1 Andbn .. 
I Bihar .. 
• Quj ..... t .. .. 

' Kuala 
6llladru 
8 Madhya Pradeoh 
7 Ma"-btra 

80risoa 

II l'wljab .. 
10 West Beogal 
11 Myeore .. 

Peroen~ag• oj From wl1mn purc/lallod, 
power ptwchaBe 

"'tolal. 
(2) (3) 

73 Andhra Goverl:lment 
Tungnbadra Board 

95 n.v.c. .. 
Birakud .• 
Massanjore 

26 A.E.JCoy. 
Bha.vanagar Electricity 

Coy, 
Tata Chemical, Mithapur. 

8 Madras Board .. 
8 Neyveli Corporation 
7 Maharashtra Board 
7 Koyna 

Tata 
100 Orissa. Government 

' Punjab 
Branch). 

(Irrigation 

51 Not furnished .. 
Tuncabadra Board 

APPENDIX IV. 
(PARAGRAPH 14 OF THE REPORT.) 

Bate per -unit 
in Pcai.e,· 

(4) 

2·3 
Not fumiohod. 

6'61 . .. 
8·7· 
6·•3 
6•00 

10•69 

12•6 

•·a• 
5•2 
··876 
~.l-6 
6•2 
3·4 
1-76 

(for supply to 
alumiwum). 

Not furnished., 

4•6 
Not furnished. 

A.ti'U#'Iu. 

(5) 

llfoftailllalo 

The bl'Oad fe11tures of the arrangement suggested by the Advisory Committee set up b:y; 
the Government of Maharashtra. are as follows:-

ll) All i·he State Government loans outstanding as on 31st March 1961 have been 
consolidated into a single non-repayable loan having interest at 4·9 per cent which is the 
average rate of the total interest charges payable as on 31st March 1961. The consolidated 
loan shoulo take into account the amount of interest· outstanding as on 1st March 1961 after 
deducting from it the subsidy claimed by the Board on rural electrification during the Third 
Plan. · 

(ii) Rural electrification loans would be in perpetuity and the rate of interest for loans 
to he given in the Third Plan period shoulcl bP 6 per cent subject to subsidisation. · 

(iii) Tha ~ubsidy for rural electrification will be based on the amount; of the ln11n 
deemed to have been used for rural electriftcation on a. particular year and will be as under:

For the first year 5 per cent of the loan. 
For the second year 4 per cent of the loan. 
For the third year 3 per cent of the loan. 
For the fourth year 2 per cent of the loa.n. 
For the fifth year 1 per cent of the loan. 

(iv) All oth~r loans sa.nctionecl and dis~ursed by the St~te Government iu each' yE>ar of 
the Th1rd Plan rhould be deemed for fina.ncmg works of m&Jor generation and distribution. 
These loans will he repayable over 30 years and will be interest-free for the first six ) cars. 
From the seventh year onwards, the Board should pay to the State Government at the rate 
of 10·5 per cent of the loan towards interest and repayment of the loan. _ 

(v) The Board's requirementia of capital for expansion of its distrlbuhlon aotivitiee 
would be kept out of the Plan and should be met by, open market borrowing for which the 
Board should make full amortizat~on arrangements. , 


