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ABHRAJT MITRA. PHONE#40- 202478365512
FAX 033-2040-1356
(M 98300-54459)

AC. AL LLB, ( London Unisesity)

MSC (Fcon.) London School of Economics.

Re: OPINION
“The opinion has been sought for on (o aspeets, namely (a) the treatment
of retiement benefit of the cxisting employees and pensioncrs in the
DVCs Accounts and (b) Components of Equity of DVC. | shalldeal it

the sbove twoissues separately.

The firstisue:

(a) The treatment of rctirement_benefit_of the cxisting employees and

scasioners in the DVC’s Account

(8 1 have been informed that DVC has 11,158 no, of employees, cmployed in the
various divisions of DVC. They are mainly in the power division and apart
herefrom there are existing 12:464 no. of pensianers of DVC also from power
division and ather divisions which are providing common scrvies 1o power a5

well a5 an poswer actviies.

(b L informed that the total retrement benefi payable 10 the present and past
cmployess of all the Divisions of DVC is appertioned to Power, Igation.

Flaod Conirol. Subsidiary Activitcs and Mulipurposcs Dans a the primary

vl of Distibution of expenditure. I the sccondary distibution ter.

expenditures grouped under subsidiary Activitis and Moltipurposes Dams are
again apportioned an rtional basis between the three major objectives of the
Corporation a5 Statorily mandated by the DVC Act, 1948, viz. Power
b, Irigation abjcct and Flood Contral abject

The total expenditures thus apportioned o Power. Irigation. Flood Control
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divisians providing common services o the Fover & Non-Pwer objects

o sccumitaied Peasion &

Going by this hasis of apportionmen. the

Girauiy
A

i Titility on sccount of past serviees s evaluated by the

st s . 1690 Crsallocable o Poswer ot s 18 Ces allocable o

Non-Poswer objects.

() Sect
Act lays down the form and con

201 o the Companics Act, 1956, hersinafer efermd fo s e said

ot of Balance shect and Profit and Lose
Account of a company. Under Scction 211(3A). every profi and s account

W balance sheet of the Company shall comply with the Accounting

Standards. Under Seetion 211 (), Accounting Standasd s boen defined a5
the Standads of accouni

2 recommendel by the Insitute of Chartered

Aceountants of ndia constitted under the Clatered Accountants Act, 1949,

dard i establis

(@) After o Nationsl Advisory Comi
under Section Z10A of the sid Act the accounting st

couning

preseribed by the Central Govermment in consultaion wilh the N

Advisory Commitie on sccounting standsed. Til then, the Standard of

Aceounting as speciied by the Institute of Chartered Accounts of Tndia

e deemed Accormiants of lndia shall be d

1o e the sccounting

standard 10 be Tollowed. For the sake of convenicnce Section 21 of the

s Actis reproduced bl

1. (1) Bvery balance sheet o company shall give  rue and e v of the

St af AT ofthe Conpany it the cod of he el year o shall, subjeet (o

the provisions of this Section, being he Form st out n part 1 of Schedule VI or

e theret s cire
G
[t

ances adinit o i such oter fo sty be approved by the

l Government cither genersly o in any particular case, and in prepring the

ance sheet due_egard shall e il s Far s may: b o the genera instruetons For

reparation oF balanee shect under he heading “Notes st the end of hat pt.

Provided that wothing contined in s Sub

cetion sall_apply 10 3ny

imsrance or banking, Compuany or any Compny engged in the enerstion o supply

of halance sheet has

of clectriciy or to any othr Class of Company for which fo
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@) Bvery profit it Loss Account of n Copany sl give o

view of the profit or oss o the Company for the Fi

il year and sl subjeet s
aforcsaid. comply wit the rqirements of Pt 1 of Sehedule V1 s fr s hey ave

anplica

ble theret:

Trovided that notking. cont e Sub-Section_ sball opply 1o any

s or banking company “(or any < o or supply

speny engaged in the gener

of cecticity) or to any olir chss of Company for which

any.
tion i the Offical CGizetc.

o af o

ount s ben specified in o wwler the Act. governing such class o co
) The Centa

it and class of companics fron compliance with

Ciovernment may. by Notf

w of the requirements in
Sedule V1T in its o

i necessary to e the exenny

e { public

51 ). Any suchi exerption may be granted cither unconditonally or subject to

sueh conditior
)
accouning standards.
A1), Where the profit

do ot

s may be specifed in he

the

ry profi and foss account of the company shall comply

o o account o th ollance sheet of the Cormpany

ly with the Accounting Standands, soch companics shal disclose in-its

ool nd oss aceount and blanee shect, the folowing

) the deviaton of the accounting stan

) the reasons for such deviaton. and

[

@ o

3CC ) For the purposes of this Scction, the expressio
means the standards of sccounting meommended by the s of Chartered
Accoutants of I constitied wider the Clirtered Accounts Ad. . 1949 ( 38 of

1949 1 s may e prescribad by the Conteal Gosermment i consulation with the

National Advisory Conmities on Accomnting Stndanls estblishd under Sub-

Section(1) of Section 2107,

ded Wt the standands o accountng specified by the Tnstitoe of

Charened Accounts o i shall b devmes e the Acconting Standards uniil the
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tory provision s all companies are bound 0 con

it theaccounting sandsed of the It of Chartered Accountants of

Indi

D Fven though the DVC ix ool 3 company within the meaning of
Companies Act, 19567, the ahove provisions have been refered to oy for
e purpase o showing the pencral i of the Jand. 1 am told that there s
compunics engaged in the business ol Generation trsission. and
disbution. of Pawer, Awongstollers, National Thermal - Power

Corporation. Linited(NTPC) i one of such companics cogaged in

eneration & trasmission of power and the same also applis o CESC
1
Amongst_others. National Hiermal Power Corparation Liwited (NTPC) i

(«d who is also addifionally engaged in Distibution of Power.

one of such companics engaged in gencration and transmission of power

and the same also apples to CISC 1imited wha s also additionslly

aion. of el of  suel

engaged in Distributon of Power. The detcrn
companies fike NTPC , CESC Limited et s alsa is also done in
accondance il the provisions [ectricity Act, 2003 and in wih the

RCSHRC Regalation framad by the

National TariT Policy and
Giovernment of i, In cases o those Concerns,the accounting siundands

5 Act, 1956, For

srctly apply under the provisions of the Comps

determination o ATl the Accownts of those companics made in

conformity will these accemting stndinds form the asis of the Tarif?

counts o CESC Limited and NTPC s
dand in short (AS)

determinion. I oher words 1

prepared n conformity it iner ali. Accounting S

15 and accepted by the Approprisie Commissions for detcrmination of
T, There i o reason why the same AS - 15 i aplied in case of @
comporstion. fike DV would ot b aceepiable o this on'ble

Commision

0 As— 15 Tl heen sl by e st of Chartered Accomntants of

i in s, 1995 for tratcnt o retrement beneli in the fisancial

satcments of cmployers, This agcounting Standard is mandatory in e
(M. DHAR)
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and ot restrited oy compoies wilin the mea
Act1956.

I DVC is ot 2 Company within the mcaning of the Conpanies Act,
1956 However, applicabilty of AS - 15 (o DVC, | am ol
by C&AG deriving authority o do <o by dint of Scction 47 of he
DVC At 19458 and Rules thereto us garetted in 1948, CEAG b hoen
dectared as the Sole Statutory Awit

and
5

thorily WPDVC 55 pe the Ack

Rules. 1 am iforned that the Mandate of C&AG for adops

of A

in the Annual Report of DVC was also duly tabled

o anproved the same. This | am informed will he cvinecd from in

i from  a) writtn insteutions iven by S Awitor oficer deployed
by the CAG
whercof
Tihecoun

5 @ resident

lor of DVC dated 4% July. 2005, a copy
annesed hereto and marked with the leter No.
AIUDVCUIQILIS ani (8 epot of the CAG

aqualified with the revnark

i retirement benefits such
a5 Gratu

3, Pensi

el have not been provided

for on the basis of Actuarial Vs Tshull - crave keave o refr to

he s eport o the auditors

At the tme of heing,
. AF Feguson & Company. Cliriered Accountants ws engrged for the

PUOSE of preparing a1 report on updtation of the accounting siandard,

thods. policics st

comcction a5 shown 0 me are el

wically anmesed hereto and

enllectively marked with the eter dted 402 49,02 and 13104

o0

i1 AF Feguson & Compoany fas hereafir submited a report daed 22.5,

2004 whete they specifially preseritod adoption of il he accounting
tandards which Bave wotbecn adopted so f i e
arnve,

AS 15 apart from being: mandatory i s it e adopicd so ot the

—

 reflects i e

A i view ofthe sate o i of s anycorporation s st the end o
(M. DHAR)
Chiet Engiieer (Commerciall

Fox and on bepall of
Durods oy Copmater)
hata s





[image: image6.jpg]imanial year, Far fhe sk o convenicnce 8 cupy of AS-15 i amesed hercto

e a partof the s
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s oF expenditore on Copital il

4 DVC Rules, hercimifcr s to as the said R

exereise of power conferred wnder Section 59 of the DVC Act, Amnesure

1o the sid rules s an indicator of e s

Revenue Aceount of DV, Annesare | opens it he mote “Tlic Corporaion

iy open such suitable detailel heads s may be considred necessry”

Amnexure T of the sid Rules give the browd heads under which the

Fexpenditur and Income are relected. Revenve Account as per Annesr

docs not in any. manner limit o resrct the povwer andior duty of DVC to
prepare accountsin accondance with .

5. DVC Lam old s self e entity and o such T t ke provisions

for mecing the existing liabilics payable on dates subsquent, In my
apivion, i AS 15 is adopted  fund should e created for payment o the

nsioners on the dates whon the

existing employees of DVC as well as 1
payments ful duc.
The DV Cs

Hiability for pension & Gratuity i a5 per the Government of India
Pension Rules n force o the date of etrement of the concemed enmployee. This is

reulation 1A having sttutory force by vitus of Section 60 of he DVC Act

7. As 1St from being meandatory sppene o be e best metliod of
‘accouniing o reirement benelit of anplosces which truly and firly eflcts
acerued liability of e Corporation s on the date of falization of the
accomnts This | am saying becaise As15 appears fo be modeled afler

ntermarionl Acconting Standand 19, mational Accounting Standands are

frame by the Iniermional Accounting Standand Hoaad (ASI) and i then

iteamationaly aceepied accnming standl dopted by st of the countics.

K Apart from ieatment of persion and granity benefit in the accounts,

DV i o i o et s frnd o et such etremnent of boits

64 s ot done,dhen it et there sould b o substantial complisnce
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Dow by DVC is Trsught with preat Financial Risk because DVC is &

Self

L DVC bocomes. fimancially

& Carporstion. I the ex

7
sty o s created and the swsount i o be charged n the statement
o profit & s is actually ransicerd o the F. the accounts will not troe
and i, o the extent harged 1 the profit and s account, there s o be
‘actual withdrawal ey from et of U revenue resources and ransfened to
dedicated fund of capital ot

. ereation of special fund of 3 quantum matching with

¢ charge to the statement of profit and_loss, may

weak then under the exis a5 you go' method and in the

absence of an carmarked fund the present and past employer of DVC
may be earncd by them in case of their service. This is 50 because.

‘while o o o the profit wold b rduced by the amount charged
sent of profit and foss by way of pension and gratuity

benelit derived by the

o the st

by, there would T o corrcspon

employees, i the amount charged o the Proft & Loss Account o
find. A

pension and gratuity abilty i no transrred 1o a sepor

ddicatid Fond wonld sl ensine payment o the pensioners on due
Wy

requirement in this e, Adoption_of AsTS[of 3 pension_and

tax per an
Rez

(1) Components of Eauits o DVC
1. Under Section 30 of the DVC Ad, the puticipati Govermments are

reuired i s th i capitl rinad by the DVC for completion
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[image: image8.jpg]positon o provide the capital required by the DVC for completon of
projects. The participaing Government therefor . agreed to the request of
the DVC to treat th dividend on equiy capital payable by the DVC o the
partcipating governments as plovghed back im0 DVC a5 capital
contribution of the paricipating govermmens is ot being willrawn by
them and instead thi i treated 85 paricpating goverments contribution
1 capial. As such the equity apita of the paricipating governments hs
increased from time 1o time along-with consequent inerease in DVC's
Fquity Capital. DVC has al alang calculaied the return on cquity on the
increased cquity capial of the paricipating governments.

2. The ploughed bock divided of the partcipating government i a part of the
equity capital of DVC. Under Section 30 of the DVC Act. against asset
ereation of DVC there is to be matching capital contribution from the

participating government. The increase in the asse side of the balance

sheet i 0 be matched by cormesponding in crease i the

“The liabliies side of the balance shect comprises of capital and other

fiabilities. Capital is thus funds received from share-holder. The other

Tiailitis are the various Joans reccived from ereditors includi

s side.

tong.

term lenders. The capital roceived from the paticipating governments is
ot repayablc 0 the participating govemments. I thus comprises part of

the cquity capital of DVC and the increase i the assts is matched by

¢ i the ety capital of DVC. The cquity <apital of DVC

therefore comprises of:

i) the originalcapial provided by the paticipating governments:

i) Reserve erested out o profit for . g, General reserves and

The capial contibution of the prticipating governments
nder Scction 30 of the DVC Act whic is by way of plough
back af diswibutable proi

3. For the purpose of plaugh back of the distibutsble profit

approval of the Govermment s sot required. This plough back of the
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[image: image9.jpg]S The effect of ealculating the retum only on 30% of the total Assets in
operation of DVC results i i

wation where there would be 1o retum on
the sctual equity capilal of DVC exceeding30% of the total Asscts in
operation
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s awdied and approved by the CAG. The oard of DVC also
‘comprises of the thice nominces of the paricipating governments,
mamely. Central Govemment, West fengal Government and il
Government (vow Jhaekband ). This Board of DVC which represents
the. restictive. Govemments approves (he plough back of  the
diseibuable profit cach year.

4. DVC being a multipurpose river valley project serves public interest
by camying out various satutory finctions in terms of the DVC Act
which I am told are otherwise the functions of the owner State Gots,
Section 30 of the DVC ACT, aims ot minimum fnancial isks duc 10
borrowing expasire.

>
a
>
>
-
>
>
>
=





