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INTRODUCTION 

I. the Chairman. Committee on Public Undertakings having been 
authorised by the Committee to prescnt the Report on their behalf. 
prescnt this 2nd Report (Eleventh Lok Sabha) on Action Taken by 
Government on the recommendations contained in the Fifty-fourth Report 
of the Committ~e on Public Undertakings (Tenth Lok Sabha) on Rural 
Electrification Corporation Limited. 

2. The Fifty-fourth Report of the Committee on Public Undertakings 
wu presented to Lok Sabha on 12 March. 1996. Replies of the Govern-
ment to aU the recommendations contained in the Report were received on 
14th October. 1996. The Committee on Public Undertakings considered 
and adopted this Report at their sitting held on 28th November. 1996. 

3. An analysis of the Action Taken by the Government on the 
recommendations contained in the 54th Report (Tenth Lok Sabha) of the 
Committee is given in Appendix-n. 

NEWDEUIl; 
11 December. 1996 

20 ",,,,,,,,,,0"". 1918 (S) 

(v) 

G. VENKAT SWAMY. 
Clrairman, 

Committee 011 Public Undertakings. 
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CHAPTER I 

REPORT 
\ 

lbc Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Fifty-fourth Report 
(Tenth Lok Sabha) of the Committee on Public Undertakings on Rural 
Electrification Corporation Ltd. which was presented to Lok Sabha on 
12th March. 1996. 

2. Action taken Notes have been received from Government in respect 
of all the 20 recommendations contained in the Report. These have been 
catclorised as follows: 

(i) Recommendationw~servations that have been accepted by 
Government. 

S!. Nos. 1. 2. 5. 6. 8. 10. 14. 15. 17. 18 and 20. 
(ii) Recommendationslobservations which the Committee do not desire 

to pursue in view of Government's replies. 
NIL 

(iii) Recommendationslobseryations in respect of whieh replies of 
Government have not been accepted by the Committee. 

SI. Nos. 7. 9. 13. and 19. 
(iv) Recommendationwbservations in respect of which final replies of 

Government are still awaited. 
St. Nos. 3. 4, 11. 12 and 16. 

3. The Committee desire that tbe nnal replies In respect of the 
recommendations for which only interim replies han been Iini. by 
Government should be furnished to the Committee eXpt'ditlously. 

4. The Committee will now deal with tin: action taken by Government 
on some of their re,""Ommcndations. 

A. nenllitioll of Elec:trifted VUloa:e 
(Reeommend8tion SI. No. J, Paralrap" No. J) 

5. The Committee had observed that II~eording 10 the present definition 
of village electrification. a village is said to be electrified if ilt least one 
serviee connection has been provided within the revenue boundary of the 
viUage. On the basis of this definition. 86°1., of villages were said to have 
been electrified though only J 1 % of hOlls(.'holds have been covered. Even 
though there "!:t~ gu.::tt deal of demand for cunnections. the availability of 
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power was not adequate to meet the demand. The Committee opined 
that the purpose of rural electrification could be said to have been 
achieved only when the electricity was proximate and avallable on 
demand. This admittedly rendered the claims of rural electriracati~ 
unrealistic. The Committee, therefore, recommended that as aareed to 
by the Secretary, Power, the term village electrification should be 
redefined in consultation with the State Governments, CEA, SEBI etc. 
and they be apprised of the outcome within three months of 
presentation of the Report .. 

6. In their reply the Government have stated that the definition of 
village electrification has been reviewed in consultation with State 
Electricity Boards, CEA and REC on lUh November, 1995 and after 
protracted discussions, a unanimous decision was taken to redefine the 
village electrification as under: 

"A village will be deemed to be electrified if the electricity is used 
in the inhabited locality within. the revenue boundary of thevillale 
f~r any purpose whatsoever." Subsequently views of Planning 
Com.mission were sought and discussed in May. 1996. It was 
decided that this definition will be recommended to the SEBs for 
adoption after obtaining the approval of Minister of Power. 

7. The Committee are COaltr.ned to oble"e that the GovenuDent 
have not 10 far been able to adopt a DeW and re.1st1c "nilion of 
¥ilia. electrllleation even after a reeommendatlon to this effect .al made 
by tbe Committee. Altboap a uaanimoul dedsIon In COIIIUltation .Ith 
State Electricity Boards, CEA and REC Is stated to bave been taken In 
November, 1995 In reprd to the DeW deftnltlon of vOla. electrUlcalloD, 
the same does not seem to have been adopted by an the State Eledridty 
Boards. The Committee recommend that tbls should be daDe within three 
mOllthl of presentation of this Report and the number of v ....... 
electrilled as per the new deftnltion ueertaIaed under ladmalloa to tile 
COIIUIIIttee. 

B. Pump Set Eaeqisatlon 
(Recommendation sa. No.7, h .... npb No.7) 

8. While emphasising the importance of Pump set energisation for 
utilisation of ground water resources, the Committee had observed tb,t 
out of total estimated potential of 145 lakh pump sets in the country. 
107.07 lakh pump set have been energised by the end of March, 1995 
utiliain, 74% of tbe potential. This includes 61.9 lakh pump sets 
enerpsed under REC programme. Of the b.ance potential, nearly 60% 
WIS stated 10 be in the States of U.P., Bihar. Orissa and West Benpl. 
The Committee bad recommended that REC in consultation with the 
State Gove~ents should prepare a time bound proaramme for 
enerPiIll all the potential pump setl in the count.., induding the north-
eastern atates. In order to IChieve this tarae' a hi&h level monitori ... 
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Committee miJht be set up consisting of representatives of Ministry of 
Power, REC, SEBs and other concerned ~tate Government .,encies. 

9. In their reply, the Government have stated that according to re-
usessment of ground water potential recently made by Central Ground 
Water Board, the revised pump set potential was estimated at 196 laths 
pump sets. Out of this 111lakhs pump sets have been energised by the end 
of March, 1996 representing 56% of the reviscd pump sets potential. At 
present, about 3 to 4 lakh pump sets are being energised annually in the 
country. The corporation has initiated a dialogue with NABARD and 
participatinl Commercial Banks to· step up allocation for pump sets 
enerpation under participative SPA programme of REC. At present, to 
review the progress of pump set energisation under SPA programme, c0-
ordination committees at State levels with representatives of REC, 
NABARD. SEDs and participative commercial banks are functioning. 
Ministry of Power reviews the progress of implementation of rural 
electrification programme through REC on quarterly basis which inter-alia 
covers the programme of pump sets energisation. In these quarterly review 
meetings taken by Secretary (Power), repr*ntatives from REe, Central 
Electricity Authority and Planning Commission participate. 

10. The Committee are not satisfied with the reply rurnlshed by 
Government. The Committee had spedncally recommended that a time 
bound proaramme for eneqluUoD of tbe potential pump sets in the country 
mould be prepared and It should be monitored by a hlab level Committee 
conslstlnl 01 representatives from Ministry or Power, REC, SEDs and olber 
concerned State Government agendes. The reply or Government Is sllent in 
reprd to prepantlon or time bound pntvawnlc for cone ...... Uoa 01 the 
potential pump sets and setUBI up of a hlah lev~1 monltorll1l Committee. 
laIlead It bas been mentioned that tbe proarawme of pump set eneratsatloa 
.. nvlewed by the Ministry of Power as a part or review or overaU ,........ 
01 baplanentatloa or runl electrltkatlon proaramme tbrouah REe. TIle 
CoaImittee. Iberefore, reiterate their earner recommendation tbat a time 
bound procramme for energlsation of the potential pump set. lhould be 
~ and a hilb level monitorlng Committee sbould be set up to review 
III propelS and the Committee may also be iI.formed of the action taken In 
ibis reprd. 

C. Closure or Sch~mes 
(Recommendation No.9, ParaKraph No.9) 

11. The Committee had been informed that out of 29412 REC schemes 
of various categories sanctioned since 1969. 19423 schemes were stated to 
have been accepted for closore upto 31.3.1995. The Committee were 
surprised to learn that a scheme was treated as closed even if the tarlets 
prescribed thereunder had not been achieved. Although a replacement 
scheme was submilieJ by the SEB to REC to complete the unfinished 
tar,cts of closed scheme, it was strange that such scheme was considered 
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to be a new scheme. In the opinion of the Committee this was misleading 
in as much as this would result in artificial inflation in the number of REC 
schemes. Thcy regretted to note that the data relating to schemes which 
had been completed upto 31.3.1995 as originally envisaged was not 
available with REC. The Committee desired that such analysis should be 
completed expeditiously and the Committee be informed of the results 
within three months. From the analysis of schemes closed upto 31.3.1991. 
it was seen that only 49 per cent of the closed schemes had achieved their 
targets fully. The Committee, recommended that in order to depict a true 
picture of the progress of REC schemes without merely increasing their 
number. the general practice of extending the time schedule and seeking 
more funds for an unfinished scheme should be resorted to by REC also. 

12. In their reply the Government have stated that the area schemes 
sanctioned by the Corporation are to be closed after the prescribed period 
is over. irrespective of the number of villagcs actually covered under t~e 
scheme. To complete the unfinished targets and also take up works and 
services for further utilisation of load growth potential in the area. 
Replacement Schemes ~anctioncd. In view of this, the replacement 
schemes are termed 8$ new schemes in view of changed circumstances and 
revised targets and objectives. 

13. The Government havc also stat cd that the recommendation of the 
Committee about analysis of schemes closed up to 31.3.1995 has been 
noted and all out efforts arc being made to complete the \tark at the 
earliest. REC is contemplating to recommend to the SEBs to formulatc 
District-wise schemes. kceping in view the Committees' rccommendations. 

14. Tbe Committee are unable to unclentand why 1& should be necessary 
to clole a sanctioned scheme Just ... ·.use the prescribed period Is over, 
IrnspectlYe 01 the number or vlllal~1 actually covered under the scheme. 
Altboulh a replacement scheme is sanctioned to complete the annnished 
........... der the orillnal scheme, this merely lead. to artificial Innatlon in 
.... ......... or .... m.. .. point... utat .. rt.... b, .... Comml"", TINt 
Committee. lberefore. reltent. that III order to depld a true picture or 
.......... of Rite ache_ •• acheme should be continued unlll Its ...... t. are 
rumlled, II neceuary, by seeklnl extension or time schedule or provldlna 
more funds for the schelne Instead of starlinl a replacement scheme In It. 
place. The Committee also recommend that the analysis of datil relaUnl to 
schema whlc:h have been completed as orillnally envlsal~d should be 
completed within three months of the preHlltatlon of this report under 
intimation to them. 

D. Pnwlsion of Funds for REC Schema 
(Reeommendatioal St. NOI. 11&12, Panlraph NOI. 11&11) 

15. The Committee had noticed that under the Minimum NceCis 
Prosr.mme. a .part of the funds was provided as srant and the other part 
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as loan to the Statel. In view of the fact that mOlt of the identified 
backward arelS including tribal areas were covered under MNP. the 
Committee had recommended that funds to REC should be provided on 
granr-c:um-Ioan basis in the ratio of at least 50:50. The Committee had also 
expressed concern over the fact that the rate of interest on MNP funds 
which wu 8% earlier had lune upto 12% which was equal 10 the rate 
under normal budgetary support. They had. therefore. recommended that 
the interest on loan component of funds provided under MNP should be 
appreciably lower than the interest under normal budgetary support. 

16. The Government have stated in their reply that Ministry of Finance 
and Planning Commission have been requested by the Ministry of Power 
to review the position and agree to the proposal of providing MNP funds 
as ,rant or mix of arant-cum-loan for accelerating the pace of rural 
electrification in backward areas. The need for these funds has also been 
emphasised as the balance of villages to be electrified are remote and arc 
unremunerative and they required funds in the form of grants. It has also 
been stated that Rural Electrification Corporation has requested the 
Government that the rate of interest on MNP should be lower than the 
interest rate char,ed on normal loan. 

t7. The Committee express their displeasure over the inordinate delay in 
taklna the dedsIon in the matter and strongly recommend that the nnal 
dedllon In reprd to provision of MNP funds tu REC us /I mix uf grant-
cwa-loaa In the ntlu of 58:50 and ehal'llna lower nte of interest on MNP 
fund, Iboliid be taken at tbe earliest and the Committee shCJuld be Infurmed 
~ the same. 

E. Interest on OECF Loan 
(Recommendation SI. No. 13. Pllravaph No. 13) 

18. The Committee were apprised that for implementation of power 
system improvement and small hydro electric projects for which REC is 
one of the executing agencies. the Government of India received loan from 
Overseas Economic Cooperation Fund (OECF) at thc rate of 2.5% p.a. 
with a 10 year moratorium period and this loan is to bc rcpaid in 30 years. 
The Committee were concerned to learn that REC in turn is provided loan 
at the rate of 12% p.a. with a moratorium period of 5 years and with a 
repayment period of 15 years. The SEBs received loan from REC at thc 
rate of 14 to 16% p.a. with a moratorium period of 2 years and a 
repayment period of 7 to 8 years. The reasons for charging high rate of 
interest from REC compared to the one at which Government of India 
aets the loan was stated to be that Government of India absorbs all the 
foreian exchange risks on this loan. In vicw of the fact that the loan was 
meant for implementation of power system improvement schemes in rural 
areas, the Committee recommended that the rate of interest charged from 
REC by Government of India should be substantitllly reduced and thc 
moratorium period also increased so that the REC can in turn provide the 
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loans to SEBs at a lower rate of interest and for a longer moratorium 
period. 

19. The Government in their reply have stated that the reason for 
charpng the interest of 12%irOm REC for OECF loan is tbat 
Government of India has to abSOrb d the Foreign Exchange risks and has 
to work out the average cost of borrowina, based on the various loans that 
are taken from different multilateral atia bilateral agencies. Ministry of 
Power, has, however, referred the matter of reducing the rate of interest 
on OECF loan to REC, to Ministry of Finance. 

•• The Committee are not convinced that aplnst the rate of interest of 
2.5% OD tbe loan sanctlooed by OECF to GoverJUDent or india, REC Is 
pnmded .... by Goverament at 12%, merely because the Govcnuncnt .... 
to ablorb all the fore .... exchanae rbb and Is to work out averale COIl of 
............. baled oa varloua loanl taken from dUrerent multiaatlooal ,... 
bill .... apacies. The altbnate objec:tlve shoald be to provide loans to SEll 
at &be IDl8lmum paulble rate of Interest. The Committee, therefore, 
recoaa ....... that the rate of Interest charpd from RF.C by Government of 
IDdia IIbaaId be lubstantlally reduced and the mOl'atorlum period should 
.... be IDereued 10 that the REC can In turn provide loans to SEB. on 
COID ...... tlvely aafter terms. They also deslre that the decision taken In tbe 
.. atter should be intimated to tbe Committee. 

F. Rural Electric Co-operatlvel "-
(Recommendation SI. No. 18, Parall'aph No. 18) 

21. One of the main objectives of REC was to promote and finance 
runl electric co-operatives in the country. However. the Committee had 
noticed that only 38 Rural Electric Co-operatives in 11 States have so far 
been promoted by the Corporation. Thus, the Progress in regard to setting 
up of co-operatives was tardy in spite of their performance being 
favourable Vis-il-V;S the REC schemes operating in the district in which the 
respcc:live cooperative societies were located both in regard to pump set 
enClJisation and other services. The Committee had recommended that the 
REOMinistry of Power should persuade the State Governments to set up 
more and more of such co-operatives. In order to give a boost in this 
direction. REC should work out a modal scheme for rural co-operatives 
and try to solve the various bottlenecks in their operation. 

22. In their reply, the Government have stated that the promotion and 
development of RE co-operatives in a State is mainly dependent upon the 
State Government and its policies in this regard. Based on the 
performance of REC co-operatives in the State where they are succeufuUy 
opentinJ, REC has taken up the matter with the concerned State 
Governments to promote more RE co-operatives. It has also taken up the 
matter with. the other States to promote and encourage RE co-operatives 
in their areas for distribution of electricity. The Corporation is taking 
corrective action from time to time to sort out the problems of tbe non-
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perfonninl of RE co-operatives and helps them in getting necessary 
support from SEDI and State Governments. 

23 ...... Cow_Vtee wblle takiDl Dote or the efforts beiDI ..... by RIC 
to ........ tilt foraaatioD of IIIGI"t .... 1 eledrlc co-opentlves would _.bd- the ...... fer evoIv .... a model ICbeme fer nraI eo-opentiv ... 
..... . 11 aD be ...uy adopted by tbe Slate Govemment5'5EBs. 

G. SmaU Power Generation 
(Ileeoauaeadatlon 51. No. 19, Pan .... ph No. 19) 

24. The Committee were informed that exploitation of local generation 
IOUI'CCI and IUpplyinl power to the nearby loads was more economical and 
effective tban the transmission of power over longer distances to the load 
ceDUel or to isolated pockets of meaare loads. But such sources were not 
beiaa eapkJited for want of appropriate lendinl window. The Committee 
had recDIIImended that in view of the Government permitting the REC to 
take up fundinl of upto 15 MW mintinicro hydel and gas based power 
projectI ud non-conventional'enerIY projects on regular basis, the REC 
should come forward in a big way in financing such small generation 
projects. They had also desired that the total potential for small generation 
available ill various States and the sites where it could be exploited should 
be identified expeditiously. They had also recommended greater 
coordinatioD amona the Ministry of Non-Conventional Energy Sources 
(MNES) which il a nodal Bleney for such schemes, Indian Renewable 
Enel'JY Development Ageney (IREDA)' and REC for harnessing such 
potential. The feasibility of earmarking certain funds for REC out of the 
arants beinl pen by MNES should also be examined. They had also 
desired that the leasing of equipment to co-operatives in Sugar Sector 
should also be examined. 

15. In their reply the Government have stated that keeping in view the 
_pney for application of new and renewable sources of energy for rural 
electrification proaramme, the Corporation has recently created a ~eparate 
'Appraisal Division' comprising multi-disciplinary team of officers for the 
purpose. Action with relarel to identification of small hydel generation 
potential sitel in various States has been initiated. While electrification of 
remote viDap is expected to be based on SPV system, minnnicro hydel 
pncration biomass system, hybrid system (also including the use of diesel) 
etc, auamentation of power supply may be possible through smaD hydel 
pneratioa, co-gencration and wind energy. REC is stated to have already 
receiVed lOme proposals from the Co-operatives and private sectors in the 
matter. It has also initiated action for co-operation among REC, IREDA 
and MNES and has applied for lrant of intermediary status to IREDA 
to enable it to channelise funds for the development of renewable 
enerlY lOun:eI in rural ueas.· Durin, the yeu 1996-97, an allocation of 
RI. 35 CIOI'eI .... ben planned for RE co-operativcl and diversification 
pIOII'IIBUMI of DC. 
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16. The Committee are constnlned to observe tbat the ldenllfteatlon of 
total potential for small leneration available in various States has not 10 far 
been ,'Ompleted. They recommend thlil such Identlnealion should be 
completed within three months of the presentation of tbls Report under 
intimation to the CommlUee. They also desire tbal tbey be· apprised of the 
action taken In regard to leaslne of equipment to eo-operatives In Sup, 
Sector. 



CHAPl'ER II 

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Rec:ommendatiOll (SI. No. I, Parqrapb No.1) 

Rural Electrification Corporation set up in July, 1969 was c:onceived 
mainly to provide financial assistance for rural electrification with a view to 
utilisina around water resources through eneraisation of pump sets for 
apicultural production. In 1974, when the Minimum Needs 
Programme(MNP) was taken up, the role of the Corporation was enlarged 
to optimise the development potential of the areas covered ur.der MNP 
and to extend the benefit of electricity to as large a population as possible. 
Presently the Corporation is primarily engaged in administering the 
moneys received from Government of India and other sources for the 
purpose of financing rural electrification schemes in the country. Although, 
86 per cent of the villages are stated to have been electrified as per the 
prescnt definition of electrification of a village and 74 per cent pump set 
potential exploited as on 31st March, 1995, there is still much to be done 
as brought out in the succeeding paragraphs. 

Reply or the Government 

Rural Electrification is a continuing process and efforts are on to cover 
all the balance u.,elcctrified villages and exploit untapped groundwater 
potential. 

[Ministry of Power, OM. NO. 46Il()A)4·D(RE) Vol. III, dated 
7th October, 1996] 

'The Committee are informed that REC sc~mes arc formulated on tbe 
basis of viability criteria preacribcd for different cateaor1cs of projCdl. 
Based on the Plannina Commission'. aliocatiOlls, it is the State Electricity 
Boards and State Governments who decide on how the annual resoun:eI 
are to be spent. Although the allocations are routed through REC, no 
specific taraets arc fixed for sanction of various schemes. 'The Committee 
are of the opinios that in the cue of schemes to be implemented with 
REC asaiatance, depcndina upon the requirements of a panicuJar State, 
REC should specify the amount to be spent by that State on different 
catolOriea o( IChemes. 

9 
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Reply of the GoYe ....... ' 
Bued on tbe State-wise financial outlays and pbysic:al proaramme of 

l'iIIaae eledrific:ation and pump sets energisation fixed by the P1annina 
Commission durinl each year, scheme-wise details of works to be carried 
out and allocation of amount is decided by Rural Eledrification 
Corporation (REC) at tbe bepnninl of the each yeu in the Annual Works 
PrOaramme Meetin. with the representatives of the State Electricity 
BoarcI8£lectricity Departments and State Governments and witb beads of 
its own Project Offkcs in the Statcs. 

[Ministry of Power, O.M. No. 4MG94-D(RE) Vol. III, Dated 
the 7th October, 1996] 

llecommendatloa (SI. No.5, ........ pb No.5) 
Accordina to the present pidelines, out of the total plan outlay of 

Ministriel'Departments, 16% should be set apart for Scbeduled Caste 
population and 8% for Scheduled Tribes and used for programmes and 
schemes related to tbe development needs and priorities of these two 
weaker sections of the population. However. the Committee ,are 
constrained to observe tbat no separate percentage of. funds was beina 
allocated for Harijan Bastis and Tribal villages under REC schemes, 
altbough tbe Planning Commission bas been insisting on Central Ministries 
to formulate separate Tribal Sub-Plan (TSP) and Special Component Plan 
(SCP) on yearly basis. It is only during tbe current year (1995-96) that 
Rs. 127 crore is stated to bave been tentatively earmarked for 
electrification of 884 Tribal villages and 2784 Harijan Butis. The 
Committee deprecate tbat sucb earmarking of funds was not being done by 
the Ministry during all tbese years altbough tbe guidelines in this regard 
were issued as far back as in Much, 1985. ney desire that such 
allocations should continue to be made every y~r. 

Reply of abe GOYel'lUlleat 
De earmarking of Plan funds for TSP and SCP will be ensured as 

desired by the Committee on year to year basis. 
[Ministry of Power, O.M. No. 461094-D(RE) Vol. III, Dated 

the 7tb October, 1996] 
RecollUllelldation (SI. No.6, ........ pIa No. ') 

Government of India throulh REC launched a proaramme in 1988-89 
called 'lCutir Jyati' for extendinl ainaJe point connections to the households 
of rural poor fallin. below the poverty line includin, Harijan and Adivui 
families. The Committee are surprised to observe that after implementin, 
the scheme for two years the scheme remained suspended for two yem in 
1990-91 and 1991-92 for reuons best known to Government. Even when 
the "proaramme was revived in 1992-93, it was not taken up in right 
eamest." While mOlt of the States have requested for more arll'its for this 
propamme, the outlay for tbe same hu been scaled down to RI. S crore 
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each for 1994-95 and 1995-96 against RI. 10 crores to 15 crores in the 
earlier years. The funds have also been disbursed to REC quite late in tbe 
respective financial yean. In view of the importance of this scheme for the 
rural poor faDinl below the poverty line, the Committee recommend IMI 
1M llUoctuIon under Ihis scheme should be substantially increased tuad ils 
timely aWlOabiJily ensured. 

Reply at the Goyernment 

During 1995-96, Oovernment increased the allocation for Kutir Jyoti 
Propammc to lb. 2S crorcs from the earlier allocation of RI. 5 crores. 
Even durinl 1996-97, an allocation of RI. 2S crores for 'Kutir Jyoti' bas 
been provided. Efforts would be made to ensure timely payments in 
accordance with the lUidelines on the subjec:t. 

[Ministry of Power. O.M.No. 461.G94-D(RE) Vol. III, Dated the 7th 
October, 1996] 

Reeo ..... datloa (81. No. I, Parqraph No. I) 

The availability of adequate power for the pumpsets is of paramount 
importance. While REC insists, on a minimum of six hours continuous 
supply in a day for tbe pumpsets. tbis stipulation is not reportedly being 
followed. Not only that, there are problems of low voltage and erratic 
power lupply. Admittedly, neitber the quantity of power is adequate nor 
the quality is emdent. The Committee need bardly einphuise tbat in order 
that the purpose of pumpset energisation is achieved, adequacy of power 
in the rural sector bas.to be ensured. 11iey would. therefore, recommtnd 
,'''' .u out efforts In thtr regllrd including setting up 0/ smlla gentrlllion 
proj«u shoultl be mIIde 10 ensure the mu.imum aVllilGbiJily 0/ power lor lhe 
pump"". They tlUO IUIP" IMI Ihe pump",s drtlwing power from II 
ptlrrIcuI4r louree should be reslored lor optimum utilislll;on. 

Reply 01 the Goyerament 

Power IUpply to aaricultural pumpsets is relulaled by Slale Electricity 
Boards u per tbe priorities a~ded by Stale Ovoemmenl from time to 
time for lupply of power to aaricultural sec:tor bued on availability of 
Power. DC OD its part also insists that the SEDs ensure minimum fixed 
houn of lupply durina a day to alricultural pumpsets and also moniton 
the same throup its Project Offices in the States. 

DC blS taken up financinl of small bydel generation and other non-
conventional sources of encrlY projects for augmenting power supply in 
rural are •. 

[Ministry of Power, O.M.No. 461094--D(RE) Vol. III. Dated the 7th 
October. 1996] 
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RecommeDdatioD (SI. No. 10, P ........ pb No. 10) 

ID view of the importance of carrying electricity to the remaininl villaaes 
in the remote areas at the earliest and to sustain the other schemes related 
therewith, it is obvious th.t sufficieDt funds will have to be provided. 
However, the Committee are unhappy to observe that against an outlay of 
RI. 11,979 crore recommended by the Working Group appointed ~y 
Planning Commission on REC for the Eighth Five Year Plan, an outlay of 
only 4000 trores (both under REC and State Plans) was approved. This is 
reportedly not commensurate with the task since the requirement of funds 
merely for electrification of remaining villages would be RI. 16000 to Rs. 
18000 crores. The Committee. therefore. recommend thai the Government 
should [Uld ways and mttUIS to step up substantially the availability ollunds 
lor REC Programme. 

Reply or the Govemment 

To accelerate the pace of rural electrification and complete the 
remaining task of unelcctrified villages which are in remote and difficult 
areas and exploit fully the balance pumpsets potential, the Sub-Group on 
Rural Electrification for the Ninth Five Year Plan has set out plans and 
programmes which among others include electrification to about 30,000 
villages and energisation of 20 lakh pumpsets during the·~inth Plan period. 
The Sub-Group has recommended an outlay of Rs. 18,000 crores for 
taking up RE programme which inter-alia include Village electrification, 
Pumpset energisation, System improvement, Household ht~letIHarijan 
basti electrification, Rural Electric Cooperatives, Small Power Generation, 
Technology upgradation etc. 

To augment the resources a proposal for deducting REC's dues payable 
by the SEDs, through Central appropriation has been moved for 
consideration of the Government. 

[Ministry of Power O.M. No. 46I10194-D (RE) Vol. III, Dated the 
7th October, 1996] 

Recomme .... tkm (SI. No. 14, Paraanph No. 14) 

The Committee have been informed that in order to augment itl 
resoul'CDl, REC through the Ministry of Power. approached the Ministry of 
Finance for increasina the allocation of SLR Government guaranteed 
bonds approved by RBI from RI. 54 crores to Rs. 100 erarCi. A final 
dcc:iJion in the matter has It ill not been taken. The Committee desire that 
in view of the need for augmenting the funds position of REC. a decision 
in the matter should be taken within three months of presentation of this 
Report and they be apprised of the same. 
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Reply of the GOftrnmcat 

For the year 1992-93. the Corporation was allocated an amount of 
Rs. 30 crores by Ministry of Finance. Considering the maturity of the 
earlier bonds it was decided by the RBI to allocate an additional amount 
of Rs. 25.02 crore to REC. In all, an allocation of Rs. 55.02 crores was 
made to the Corporation during that year. The issue of the Corporation 
was subscribed to the ,extent of Rs. 100 crores. The Corporation had 
requested for retention of over subscribed amount. The retention was not 
allowed by the RBI. During the year 1992-93. the Corporation was also 
allocated tax-free bonds to the extent of Rs. 50 crores. Due to the tight 
market position. the Corporation was not able to raise the bonds within 
the financial year 1992-93. The Corporation was permitted to raise the 
bonds durin, the next financial year. Thus durin, the year 1993-94, the 
REC was asked to mobilise Rs. 150 crores through tax-free bonds. The 
Corporation was able to mobilise the amount in full. 

(Ministry of Power O.M. No. 46110/94-0 (RE) Vol. III. Dated the 
27th June, 1996] 

Recommendation (Sl. No. 15, Paralnph No. 15) 

The Committee are concerned to note that the profitability of the 
Corporation has been showing a declining trend after 1991-92. During 
1991-92. it earned a profit of Rs. 86.41 crores which has gradually come 
down to Rs. 19.27 crore during 1994-95. The main reason for the decline 
in performance has been stated to be the non-recovery of thc Corporations 
dues from some of the SEBs in the last few years. The outstanding 
including interest which were at the level of Rs. 130 crore at the end of 
Much. 1990 shot upto Rs. 850 crores at the end of March. 1995 and are 
expected to go upto Rs. 1200 crores by the end of 1995-96. Electricity 
Boards of seven states viz. Assam. Bihar. M.P .• Meghalaya, Orissa, V.P. 
and West Benpl account for as much as about Rs. 844 crore of the 
outstandinp at the end of March. 1995. The mounting increase in 
overdues has not only affected the profitability of REe. but bas also put 
constraints on .its debt servicing commitments to Government. 

Reply of the Government 

Ministry of Power and REC are making all out efforts at the highest 
levels to persuade the concerned State Governments and SEBs to pay their 
outstanding dues so that REC is able to honour its commitment of 
repayment of Government loans and interest thereon; meet its liabilities 
towards its bond holders and continue to lend to SEBlIPower 
DepartmentslRE Cooperatives for Rural Electrification works. A proposal 



14 

for decluctiD, REC'. outstandi.., dues tbroup Central appropriatioo have 
alia been mOved for coasidcration of the Government. 

(Miaiatry of Power O.M. No. 46I10194-D (RE) Vol. III, Dated the 
7th October, 1996] a..c---...... (51. No. 17, .......... No. 17) 

TIle eo.mittoe have beea pven to unclentand that there is DO proper 
IUift IlrUc:tUre in qricullUral lector. ne matter ba been dilculled in the 
Power Minister'. Confereace from time to time and in April, 1992, the 
___ tariff of 50 paise per unit WII recommended. But II on 1.3.1995, 
out of 26 States ooly in 13 States the agricultural tariff was SO paise or 
more. In three States it WII completely free. In 1993-94, the ,ap between 
averap COlt of power supply and the averaae realisation from apiculturists 
•• as much IS RI. 1.35 per uait. TIlt CommUtu would ''' .. ,lull 1111 
• .,..,., -6 Np/tIIory co".".wion ,IIoulil be Itt up wltidJ Ihould fi% 
,."""." ,aril/ ill ",."., 0/ efficiency. In CIIIt tilly StII't willia '0 fu Iown 
ItIIifI, It Illould JUbIitliIt .Ite SEB '0 tMJ alai . ...,,, ... ~ 

N per die proviIioD of Electricity (Supply) Act, 1948, the powen for 
... the electricity tariff entirely rests with the State Electricity Boards, 
wilo approach the State Government conceraed for concurrence. The 
Ccatral Government bll no role in fmin, retail sale of electricity· 
appHcable to any cateaory of consumeR indudin, apiculturel sector. 

2. The State Government blS been traditiooaUy IUbsidisin, the 
elcctric:ity supplied to the Apicultural sec:tor, in view of tlK= need to boost 
foodpaiil and other apiculturel production in the country. 

3. Ia 1991, Government of India, in a c:onfes:coce of Power Ministries, 
advocated fixation of minimum tariff of 50 pai&IKWH for apiculture use 
in all the States. In the Power Minister'. Conference held on 8th and 9th 
J...ary, 1993, one of the item on action plan was reiteration that the 
IIfIadIunI tariff aU eMr tbe country be immediately reviled to a 
.... _ of 50 pmelKWH. 21 St,tes and UTI DOW have a minimum tariff 
of 50 ~WH for Apicultural pumpaets. However, the Govt. of India 
... tlba up tbc matter repeatedly witb the State GCMmmcntslState 
Electricity Boarda to fix the tariff in luch a manner 10 that it coven at 
.... the COlt of IUppIy of power. The reform procell for ratructurinJl 
............ , of SEa', bu belUn wbich would, inIeNIIUI, indude settin, 
up iDdependcnt tariff reptary commission. 

(Ministry of Power O.M. No. WlQ.l9.t.D (RE) Vol. 01. Dated die 
7th October, 1996) _n ...... (II. He. II, .......... No. 11) 

o.e 01 the main objec:dvea ofOe is to promote and finance Rural 
IIIcIrie CoopendYCI in die COUIdry. However. only 38 Rural Electric 



Cooperatives in 11 States have so far been promoted by the Corporatioa. 
lbus a majority of States do dot have even a linate cooperative. Tbe 
Committee are unable to undentand the tardy proareII in reprd to iretdai 
up of cooperatives when their performance is stated to be quite favourable 
VU-tl-VU the REC schemes operating in the district in wbicb the reapecdve 
cooperative societies are located both in reprd to pwnptet eaerpatioa 
and other services. Thus out of the 38 cooperalivcl, 34 bave IiDee 
completed cent per cent electrification in their viDaF'. The CoDUDittce lie 
of the opinion that for the effective implementation of the proarammc of 
dccentraliscd distribution of electricity, the cooperatives are ideally suited. 
REClMinistry of Power should, therefore. penuade the State 
Governments to let up more and more such cooperatives. In order to aive 
a boost in this direction, REC shQuld work out a model scheme for rural 
cooperatives and try to solve the various bottlenecks in their operation. 

Reply of the Go ........... 

lbe promotion and development of RE CooperativCl in a State is 
mainly dependent upon the State Government and its poUcics in tbis 
regard. lbe State Electricity Boards are .also beina requested to set up 
more RE Cooperatives for dccentnliscd distribution of power in rural 
ar~ and give them the areas on bloclvTchsivralukIDislrict basis in 

\. which they may operate as licensees. B~ 011 the performance of RE 
Cooperatives in the States where they arc succ:eufully operating, REC has 
taken up the matter with the concerned State Gom. to promote more RE 
Coopa. It has allo taken up the maner with the other States to promote 
and encour. RE Cooperative Societies in their areas for distribution of 
electricity. In order to IOrt out the problems of the non-pcrformina RE 
Cooperatives, REC is takin, corrective actioa from time to time and 
advises them reau1arly and helps in JCttina them ncccssary support from 
the SEBs an~ State Governments. 

(Ministry of Powe. O.M. No. WlQ.<94..D (RE) Vol. DI, Dated .... 
7th October. 1996) 

c .. 'D"'tI of the C ........ 

(Please 1ft paragraph 23 of Chapter I of the Report) 

IlecGIuaeIIdadon (81. No. 21, ,.,.....,.. No. ., 

Due to the weak distribution system, the transmiuic. and diltributiaD 
(TAD) Ioucs are stated to be high. Against a national avera. of TAD 
Ioucs of around 23%. such losses in rural areu were estimated to be 
around 30% to 35%. TM Commitl. need lumlly emphalu ,"'" ~""I. 
minimisin, 1M T &D Ioues need 10 be iltlellli/kd. I,. ,Mir v;'w iItawIIaf 
the o.y on 'y,tem improvement schemes further would N II MIrth.",. 
proposil;on in v;ew of the anticipated lon, term ,1Ii1ll. 
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ReplJ of the GoverDlDeDl 
REC is now laying greater emphasis on financinl and implementation of 

System Improvement Schemes which aim at reduction of line losses and 
improve the quality of supply to rural areas. Besides financin, Intesrated 
System Improvement projects under OECF credit. in selected States REC 
is also providinl usiltance to State Electricity Boards for taking up more 
and more system improvement schemes under normal allocation of funds. 
REC hu approached the Planning Commission for providing increased 
allocation of funds to it for expanding system impr.1vement programme in 
the States. 

(Ministry of Power O.M. No. 46Il0t1J4-D (RE) Vol. III. Dated the 
7th October. 1996] 
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GOVERNMENT'S REPLIES. 
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CHAPTER IV 

RECOMMENDATIONSIOBSERVATIONS IN RESPECT OF WHICH 
REPLIES OF GOVERNMENT HAVE NOT BEEN ACCEPTED BY 

mE COMMITTEE 

..... ....;. .. tiGa (SI. No.7, Paralnph No.7) 

GrouIId water resources is the most dependable source of irription and 
ita udliMlion throup pumpset enerpation cannot be over empbuised for 
iDcrcuia& the apicultural production. The Committee are informed that 
out of lbe lotal estimated potential of 145 Iakh electric pumpsets in the 
CIODIItry, 107.07 lath pumpsets have been enerJised by the end of March, 
1995, utilisin, 74% of the potel!~ial. This includes 61.9 lakh pumpsets 
enerpd under REC proaramme. Of the balance potential. nearly 60% is 
ItaICd 10 be in the States of UP, Bihar. Orissa and West Bengal. The 
CtIInmitt« recommend milt REC, in consultation with the Stllte 
GoNf7IIUIIII JItouhl prelMre a Ii,. bound programfM for energising IIlI the 
potaJitIl ptunpltII in the count,." including 'he North-eastern States. In 
..., 10 IIdaine 'hi' tllTfer, II high level monitoring comminee mIIy be set up 
CDlUulirl, 0/ repNHIIIlllivu from MinUtry of Power, REC, SEB, lind other 
CDrt«mH Stille Government IIgencies. 

R.,a, of the Govena .... t '. 

According to the re-assessment of the ground water potential recently 
made by Centra) Ground Water Board (CGWB). the revised pumpset 
potential is DOW estimated a. 196 lakh pumpsets. Out of this. 111 lakhs 
JNIBPICII have been enerped by the end of Mlrch. 1996, which is 56% of 
tbe reviled pumpsetl potentill. At present. about 3 to 4 lakh pumpsets are 
.... CMI)iIed annUIDy in the country. Conlicierinl the importlnce beinl 
II1aCIIe\t to abe apiculturaJ sector hy the Government and the need for 
prcMdiaa III1IftId irription facilities tbroup electric pu mpsets , the 
Carpondoa baa initiated a elillope with NABARD Ind participating 
COIDmerdII bub to step up aUocation for pumpset energisation under 
puticipative SPA Proaramme of REC. As reprds the interest rate on 
..... IoanI it bu been moved to treat them .. I priority sector. The 
pDlidve rapoase from NABARD and Commercial Banks if forthcoming. 
woaId beIp to IIep up the programme of pumpsct encrgisation 
-bItaatiaIIy . 

AI pnlCDt, to review the prop'CII of pumpscts energisation under SPA 
.......... Coordinadoll CcHDmittec II State level with representatives of 
RIC, NABARD, SU. and participative commercial banks are 
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fuDcIionia.. Ministry of Power reviews the prosraa of ilnple .... a .. tioa of 
rural electrification proanmme throup REC on quarterly bail wbicb 
inter-aUa cowen the proaramme of pumplCtS eac ..... tion. In tbele 
quarterly review meetinp taken by Secretary (Power) representatives froID 
REC·, Central Electricity Authority .nd Plannin,Commillion participate. 

(Ministry of Power O.M.No 46/10/94-D(RE) Vol.IlI, Datccl the 
7th October, 1996] 

0-...... tI tile c-aatee 
(PIcue see pa ....... ph 10 of Chapter I of tbc Repon) 

Ilec, FI ....... (sa. No. " .......... No. ') 
Out of 29412 REC lCbcmes of various cateaories IInctioned since 1969, 

19423 lCbcmes are stated to have been accepted for closure upto 31.3.1995. 
The ColDDlittee are IUrpriaecl to learn th.t • scheme is treated II doled 
even if the talJCtI prellCribed there under has not been ac:bieved. Alibou. 
a replacement scheme is submitted by the SEB to REC to complote the 
unfinished t .... ets of doled scheme, it is strange that such scheme is 
CDIIIidcred to be • new ICbeme. In the opinion of the Committee this is 
misleadina in II much as this would result in .nificial inflation in the 
number of REC schemes. They also rearet to note that the data relatin, to 
schemes whicb have been completed upto 31.3.1995 as orisinally envisaacd 
was not available with REC. The Committee desire that such anal,. 
should be completed expeditiously and the Committee informed of tbc 
results within three months. From the analysis of schemes closed upto 
31.3.1991, it is seen that only 49 per cent of tho doled schemes bad 
achieved their tarFts fully. The Committee, therefore, recommend that in 
order to depict a true picture of the prOJRSS of REC schemes witbout 
merely increasina their number. the general practice of extendilll the time 
IChedUIe .nd IeCkina more funds for an unfinished ICheme .hould be 
resorted to by REC allo . 

...., III tile C ......... t 
It may be stated that abe area schemes lIJlctioncd by the Corporation 

are to be cIoIcd after tbc paracribed period II over irrapecdve of tile 
number of vii ... actual)' covered under tile IdIeme.To COIDpiete the 
unfinished taqeII and also take up worb and ICrviceI for further 
utiliiatiOD of Ioaa powIb potential in the arca. Replaecment Scbemes are 
lIacdoned. In view of thiI. tbe replacement schemes arc termed U Dew 
schemes in view of cban&cd circumst.nces and revised targets and 
objectiva. 

The recommendation of the Committee about analysis of schemes doled 
up to 31.3.1995 bas been DOted and all out efforts .rc beina made to 
COIDpiete the work .t the earHelt. REC is contemplatina to recommend 10 
tbe SEBa to formulate District-wile schemes. Keeplna in view tile 
Coauaitteel' reconamendatioDl ... 

lMiaiatry of Power O.M. No. WlQ.J94.D) (RE) Vol. m. Dated 
the 7th October. 1996} 

C-m.1dI III .... C ..... ttee 
(Please ICC puapapb 14 of Chapter I of the Report) 
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Reconameadatlon (SI. No. 13, P.n .... pb No. 13) 
For implementation of power syste~ improvement and sman hydro 

electric: projects for which REC is one of the executing agencies. tbe 
Government of India received loan from Overseas Economic Cooperation 
Fund (OECF) at tbe rate of 2.5% p.a. with a 10 year moratorium period 
and this loan is to be repaid in 30 years. The Committee arc concerned to 
learn tbat REC in tum is provided loan at the rate of 12% p.a. with a 
moratorium period of S years. The SEDs receive loan from REC at the 
rate of 14 to 16% p.l. with a moratorium period of 2 years and a 
repayment period of 7 to 8 years. The reasons for charging high rate of 
interest from REC compare to the one at which Government of India gets 
the loan was stated to be that Government of India absorbs all the foreign 
exchan,e risks on this loan. In view of the fact that this loan is meant for 
implementation of power system improvement schemes in rural areas. the 
Comm;lttt r«ommend that the rate of interest charged from REC by 
Go"nnment of Indio should be substantially reduced and the moratorium 
period also ;ncTttlSed so that the REC can in turn IJTo"ide the IClan.f 10 SEBs 
at a lower rate of interest and for u longer moratorium period. 

Reply of the Govenmellt 
While the OECF has sanctioned the loan to Government of India at an 

interest rate of 2.5%. REC is provided the loan by the Government at 
12%. The reason for this is that Government of India has to absorb all the 
Foreign Exchange risks and has to work out the average cost of borrowing 
based on the vari~us loans that are taken from different mll!tilateral and 
bilateral agencies. Ministry of Power has. however. referred the matter of 
reducing the rate of interest on OECF loan to REC. to Ministry of 
Finance. 
[Ministry of Power O.M. No. 461 10 1 94-D(RE) Vol. III. Dated the 

7th October. 1996) 
Comments of the Committee 

(Please see paragraph 20 of Chapter I of the report) 
ReeommeDdation (Sl. No. 19, Paraaraph No. 19) 

The' . Committee are informed that exploitation of local generation 
sources and supplying power to the nearby loads is more economical and 
effective than the transmission of power over longer distances to the load 
centres or to isolated pockets of meagre luaus. But such-sources were not 
beinl exploited for want of appropriatt~ lendi",g. window, .Now that the 
Government have permitted the REC to take up funding of upto 15 MW 
mini/micro hydel and gas based power projects ond non-conventional 
cnerl)' projects on regular basis. the Committee expect the Corporation to 
come forward in a big way in financing such small generation projects. 
They allO desire that the total potential for small generation available in 
various States and the sites where it can be exploited should be identified 
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expeditiously. lbere should also be greater coordination among the 
Ministry of Non-Conventional Energy Sources (MNES) which is the nodal 
aaency for such schemes. Indian Renewable Energy Development Agency 
(IREDA) and REC for harnessing such potential. lbe feasibility of 
armamnl certain funds for REC out of the grants beinl Jiven by MNES 
should also be examined. The Committee also desire that the leasinl of 
equipment to cooperatives in supr sector should also be examined and 
they be apprised of the results thereof. 

Reply of the GoverDDIeDt 
Keepi ... in view the urgency for the application of new and renewable 

sources of energy for RE programme. the Corporation with a view to 
upandinl the programme, has recently created a separate 'Appraisal 
Division' comprisinl multi-disciplinary team of offacen for the purpose. 
Action with regard to identification of Small Hyde) generation potential 
sites in various States has been initiated. 

While electrification of remote villagcs is expected to be based on SPV 
System. Mini/micro hydel generation biomass system. hybrid system (also 
including the use of diesel) etc.. augmentation of power supply may be 
pouible through small bydel generation. co-aeneration and wind energy. 
REC has already received lOme proposals from the Cooperatives and 
private secton in the matter. 

The Corporation has initiated action for cooperation among REC, 
"IREDA and MNES and has applied for grant of intermediary. status to 
IREDA to enable it to channelise funds for the development of renewable 
enCfJY IOUrc:cs in rural areu. During the year 1996-97, an allocation of 
RI. 3S crores has been planned for RE Coorperativcs and diversification 
programlMl of DC. 
[Ministry of Power O.M.No. 46/10/94-D (RE) Vol. III. Dated the 

7th October, 1996) 
C4MDllM!lltI 01 the Caaualttee· 

(plcuc ,ft paragraph 26 of Chapter I of tbe Report) 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECf OF WHICH 
FINAL REPLIES OF GOVERNMENT ARE STILL A WAITED 

Recommendation (SI. No. J, ....... rapb J) 
According to the present definition of village electrification. a village is 

said to be electrified if at least one service connection has been provided 
within the revenue boundary of the village. On the basis of this definition. 
86% of villages are said to have been electrified though only 31% of 
households have been covered. Even though there is great deal of demand 
for connections. the availability of power is not adequate to meet the 
demand. In the opinion of the Committee. the purpose of rural 
electrifICation can be said to have been achieved only when electridty is 
proximate and available on demand. That this admittedly not so. renden 
the claims of rural electrification unrealistic. The Committee. therefore. 
recommended that as agreed by the Secretary. Power the term village 
electrifICation should be redefined in consultation with the State 
Governments. CEA. SEBs etc., and they be apprised of the outcome 
within three months of presentation of this Report. 

Reply of the Government '-. 

The definition of village electrification. has been reviewed in consultation 
with State Electricity Boards. CEA and REC on l1th November. 1995 and 
after protarected discussions. .. unanimous decisiQn was taken to redefine 
the village electrification as under:-

"A village will be deemed to be electrified if the electricity is used in the 
inhabited locality within the revenue boundary of the village for any 
purpose whatsoever". Subsequently views of Planning Commission wu 
IOUght and diseussed in May. 1996. It was decided that this definition will 
be recommended to the SEBs for adoption after obtainina the approval of 
Minister of Power. 

(Ministry of Power OM No. 46110194-0 (RE) Vol. III. dated the 
27th June. 1996] 

Comments of the Committee 
(Please see paragraph 7 of the Chapter I of the Report) 

Recommendation (SI. No.4, Paraarapb No.4) 
The Committee have been informed that most of the villagcs wbich 

rem_ 10 be electrified are located in four States of UP. Bihu. Orissa and 
West Benpl. Most of the viUaSCl are widely scattered. thinly populated 
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lOCI dteir acoaraphical locations pose problems in the extension of 
electricity. Further because of poor financial viability of the programme. 
the SUI on their own particularly in the absence of adequate financial 
support from the States might not be able to sustain the programme. The 
Comminu, thenfore. recommend that tIS .'iuggested by REC. GovernfMnl 
,houltl provide funds as mix of grant and loans for electrification of such 
1I11"'ges. The feasibility of earmarking part 0/ the pia" funds lor 
tlectrif.cation of such remote areas should also be seriously examined. The 
CommillU desire that small generation projects for generation of energy by 
non-conllenlional meam in Ihese areas should also be encourgtd. 

Reply of the Government 

Most of the unelectrificd villages in the country which are located in the 
States of Uttar Pradesh, Bihar, Orissa. West Bengal and other backward 
repons including North-eastern States. may have to be taken up for 
electrification based on the least cost option either throught extent ion of 
conventional grid power supply or through renewable sources of energy 
locally available. Further. most of the unclcctrificd villages are 
concentrated in MNP areas. Electrification of villages in these areas due to 
their remoteness and far off locations coupled with small load possibilities. 

• is unremunerative to SEBslState Government. The Minister of Power has 
taken up the issue of providing funds under MNP pro,ramme as grant on 
.... t-cum-Ioan with the Planning Commission as well as with the Ministry 
of Finance. REC is also examining the issue of earmarking part of the 
MNP loan for electification of villages based on small generation or other 
non-convontional sources of energy. 

(Ministry of Power O.M. No. 46110l94-D(RE) Vol. III. Dated the 
7th October. 1996.) 

a ... mendadoD (51. No. 11, ... n .... ph No. 11) 

The objective of Minimum Needs Programme was to extend essential 
benefits to the rural poor including electricity. Under the MNP. a part of 
the funds arc provided as grant and the other part as loan to the States. In 
view of the fact that most of the identified backward areas including tribal 
area are covered under MNP. there is certainly a case for providing MNP 
funcla to REC on grant-cum-Ioan basis in the ratio of at least 50:50. TIr~ 
CommillU duin lhal II dtcislon in Ihis regllrd Ihould bt IlIleen urgtnlly 
under intinulI;on 10 them. 
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Reply of the Government 

The Ministry of Power has referred the issue of providing MNP funds in 
tbe form of grant to the Planning Commission and Ministry of Finance. It 
WIS observed by the Planning Commission that since MNP funds are in the 
form of central assistance, to the States and are governed by the NDC 
formula. no change is possible at this state, although this could be 
reviewed at the time of formulation of the Ninth Plan proposal. 

The Ministry of Power has requested Ministry of Finance and Planning 
Commission to review the position and agree to the proposal of providing 
MNP FUDds IS grant or a mix of grant-cum-loan for accelerating the pace 
of Rural ElectrifICation in backward areas. The need for these funds bas 
also been emphasised as the balance of villages to be electrified are remote 
and . are unremuncrative and, therefore, required as grants. 

(Ministry of Power O.M. No. 46IlQl94-D(RE) Vol. III, Dated the 
7th October, 1996]. 

COIIUDents ~ the Committee 

(Please Ite Paragraph 17 of Chapter I of the Report) 

_-eadadoD (SI. No. 12, Parqrapb No. U) 

It is also a matter of concern to note that the rate of interest on MNP 
fuadI which was eight percent earlier has gone up to 12 !!~n.t which is 
equal to the rate UDder normal budgetary support The Commi"ee 
recommend duu 1M internt on loan component of funds provided under 
MNP IItouJil I¥ "pprecitlbly lower than the interest "under norm"l budgetary 
support. 

Reply of the GovernlDent 

Rural Electrification Corporation while requesting the Governmcnt to 
provide MNP funds to it as grant or grant-cum-loan in the ratio of 50:50. 
bas also requested the Governmcnt that the rate of interest on MNP 
should be lower than interest rate cbaraed on normal loan. 

As indicated in Item no. 4 and 11, Ministry of Powcr is continuously 
punuinl the matter with Ministry of Finance and Planning Commission. 

[Ministry of Power O.M. No. 46IlQl94-D (RE) Vol. III, Dated the 
7th October, 1996]. 

COIIIIDtIdI of the Committee 

(PIeue I. Parqrapb 17 of Chapter I of tbe Re~rt) 
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Recollilnendatioa (SI. No. 16, ·Pan .... ph No. 16) 
The Committee are informed that the failure of State Governments to 

release the subsidy amount due to the SEB. has resulted in the rise of 
outstandings due to REC. It has also been stated that insistence on any 
conditionality for recovering the dues might prove counterproductive in 
reprd to achievement of its objectives since the major part of villi. 
electrification and pumpset energisation relates to the States which are 
lagina behind in rural electrification and have been defaultin, in 
payments. The Committee desire that the Miniltry of Power should 
persuade the State Governments to release the necessary funds to the 
SEBs for clearing their dues to REC, since in the ultimate analysis the 
States themselves are doing to benefit from the financiallOund REC. The 
mechanism of sale and lease back' of assets of defaulting SEBs and 
compulsory adjustment of 80% of leased assets/sale towards REC's 
outstanding dues is also a step in the right direction. However, the 
Committee recommend thot the Central Appropriation from funds due to tM 
States might also be resorted to as was done in 1992 in order to prevent the 
financial position of REC going from bad 10 worse. 

Reply of the Goverament 
State Governments who are the guarantors of R!C loans to the State 

.Electricity Boards are continuously being requested by MOP It REC to 
render adequate assistance to their Boards which are defaulting in payment 
of REC dues and at the same time to take corrective action to improve 
their financial position by releasing a subsidy and/or revision of tariffs. A 
proposal for deducting REC's dues through Central Appropriation bas also 
been moved for consideration of the Government. 
[Ministry of Power O.M. No. 461UV94-D (RE) Vol. III, Dated the 

7th October, 1996] 

NEWDEUD; 
11, Deceltlber. 1996 

20 AgrahaytIM, 1918 (SGIca) 

G. VENKAT SWAMY, 
Chair"..n, 

Committee on NUe Underlaldngs. 



APPENDIX I 

Minutes of Sixth sitting of Committee on Public Undertaki ... held on 
28th No~mber. 1996. 

The Committee sat from 15.00 hrs. to 15.40 hrs. 

PRESENT 
~. 

Chairmlln 

Shri G. Venkat Swamy 

MEMBERS 

2. Shri Parasram Bhardwaj 
3. Shri O. Bharathan 
4. Shri Oamarul Islam 
S. Shri Banwarilal Purohit 
6. Shri P.N. Siva 
7. Smt. Sushma Swaraj 
8. Shri Brij Bhushan Tiwari "---

9. Prof. (Smt.) Rita Verma 
10. Shri Ram Kripal Yadav 
11. Shri Deepankar Mukherjee 
12. Shri Vayalar Ravi 
13. Shri Solipeta Ramachandran Reddy 
14. Smt. Kamla Sinha < 

IS. Sbri Maheshwar Singh 

SECRETARIAT 

1. Smt. P.K. Sandhu.-Director 
2. Shri P.K. Grover.-Deputy Secretary 

The Committee tonsidered the draft report on Action Taken by 
Government on the recommendations contained in 54th Report of the 
Committee on Public Undertakings (199S·96) on Rural Electrification 
Corporation Limited and adopted the same. 

2. The Committee authorised the Chairman of the Committee to finalise 
tbe Report on the basis of factual verification by MinistrylUndertakin8 
concerned and to present the same to Parliament. . 

The Committee then adjourn •. 



APPENDIX n 
Analysis of the Action Taken by Government on the recommendations 

contained in the. 54th Report (10th L.S.) of the Committee on Public 
Undertakings (1995-96) on Rural Electrification Corporation Limited. 

I. Total number of Recommendations 20 
II. Recommendations/Observations that have been 

accepted by the Government (vide recommendations 
at SI. Nos. 1. 2. 5, 6. 8. 10. 14. 15. 17. 18 and 20) 11 
Percentage to total 55% 

III. Recommendations/Observations which the committee 
do not desire to pursue in view of the Government's 
replies (vide recommendations S1. No.- Nill 
Percentage to total 0% 

IV. Recommendations/Observations in respect of which 
reply of Government have not been accepted by the 
Committee (vide recommendations at SI. Nos. 7. 9. 
13 and 19) 
Percentage to total 

V. Recommendations/Observations in respect of which 
final replies of Government are still awaited (vide 

4 
20% 

~commendations at SI. Nos. 3. 4. 11. 12 and 16)- 5 
Percentage to total 25% 
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