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THE ABBREVIATIONS USED IN THE MANUAL MAY BE READ AS FOLLOWS: 

A&OE………………………………………. Administrative and Overhead Expenses 

AAP ………………………………………… Annual Action Plan/ Annual Work Plan 

AOA……………………………………………………………Articles of Association 

BRS…………………………………………………...Bank Reconciliation Statements 

CA……………………………………………………………….Chartered Accountant 

CAG…………………………………………………Comptroller and Auditor General 

      CAS………………………………………………Computerized Accounting Software 

CEO……………………………………………………………Chief Executive Officer  

CIN…………………………………………………………Corporate Identity Number  

Dy……………………………………………………………………………….Deputy 

EFT…………………………………………………………..Electronic Fund Transfer 

FS………………………………………………………………….Financial Statement  

FY……………………………………………………………………….Financial Year 

GoHP ……………………………………………... Government of Himachal Pradesh 

GoI………………………………………………………………..Government of India 

GP……………………………………………………………………….....Gross Profit 

GSA…........................................................................................Greater Shimla Area 

GST……………………………………………………………..Goods & Services Tax 

GWSSC………………………….Greater Shimla Water Supply and Sewerage Circle 

HP……………………………………………………………………Himachal Pradesh  

HR……………………………………………………………………Human Resource  

IFR…………………………………………………………..Interim Financial Reports 

IPH………………………………………………………….Irrigation & Public Health 

IPHD…………………………………………..Irrigation & Public Health Department 

IPSAS……………………………..International Public Sector Accounting Standards 

IT……………………………………………………………...Information Technology 

M.Com……………………………………………………………Master of Commerce  

MBA………………………………………………..Master of Business Administrator  

MD………………………………………………………………….Managing Director  

MIS…………………………………………………Management Information System 

MLD…………………………………………………………Millions of Liter per Day 

MOA…………………………………………………….Memorandum of Association 

NEFT……………………………………………..National Electronic Funds Transfer 

NP…………………………………………………………………………….Net Profit 

NRW ……………………………………………………………... Non revenue water 

O&M………………………………………………………..Operation & Maintenance    

P&L……………………………………………………………………..Profit and Loss 

PF……………………………………………………………………….Provident Fund 

PFS……………………………………………………….Project Financial Statements 

Rs………………………………………………………………………………..Rupees  

RTGS……………………………………………………..Real Time Gross Settlement 

SHWSSP……………………………….. Shimla Water Supply and Sewerage Project 

SJPNL………………………………………... Shimla JalPrabandhan Nigam Limited 

SMC…………………………………………………... Shimla Municipal Corporation 
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SOE……………………………………………………Standard Object of Expenditure 

STP……………………………………………………………Sewage Treatment Plant 

TAN………………………………………………….Tax Deduction Account Number 

TDS………………………………………………………….Tax Deductions at source  

TOR…………………………………………………………….…..Terms of Reference 

UDD………………………………………………… Urban Development Department 

WSS……………………………………………………………. Water Supply Scheme  

WTP………………………………………………………….. Water Treatment Plants 
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Applicability and Administration of the Manual 
 
 

 

This Manual governs the Financial Management system of Shimla Jal Prabandhan Nigam 

Limited. The objective of this Manual is to document and standardize the Financial 

Management System of Shimla Jal Prabandhan Nigam Limited.  

The Financial Management system described in this Manual is applicable to all implementing 

units of Shimla Jal Prabandhan Nigam Limited and covers all sources of funds and 

applications received from State Government and under the World Bank assisted project. 

This Manual should be read along with the provisions of accounts and audit of Company Act-

2013, Himachal Pradesh Financial Rules, Annual Work Plan/Annual Action Plan (AAP) and 

the Regulations of the SJPNL regarding travelling, human resources matters, office 

administration etc. 

The Manual will be administered by the Managing Director-cum-CEO of Shimla Jal 

Prabandhan Nigam Limited who will ensure that the provisions of this Manual are followed 

by all those involved in the financial management of SJPNL. 
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Chapter – 1 
 

 

 

1 Introduction & objectives 
 

1.1 Background and Context 

 

Shimla Jal Prabandhan Nigam Limited (SJPNL) has been incorporated as public limited 

company under Company Act, 2013 on 19th June, 2018 vide CIN- 

U74999HP2018SGC007069 to plan and implement the water supply and sewerage schemes 

in Shimla planning area. The authorized and subscribed Share Capital of SJPNL is Rs. 10, 

00,000 (Rupees Ten Lakh only) divided into 10,000 (Ten Thousand) Equity Shares of Rs. 

100/- (Rupees hundred only) each. Shareholding of SJPNL is between the Government of 

Himachal Pradesh & Shimla Municipal Corporation in the ratio of 49:51 respectively. 

 

 

 1.2      Main objectives to be pursued by the Company 
 

The main objects to be pursued by the Company on its incorporation are:  
1. To carry out water supply and wastewater management in Greater Shimla Planning Area 

and other places including raw water off take, treatment and distribution of potable water 

and recycled non potable water; wastewater collection, treatment, reuse, recycling and 

disposal and to undertake water and wastewater management activities as designated by 

the competent authority/(ies) under the Himachal Pradesh Municipal Corporation Act; or 

the Himachal Pradesh Water Supply Act; or under policy or regulation of Government of 

Himachal Pradesh or any local body in Himachal Pradesh. 

 

2. To take on lease, license or sale, all tangible and intangible assets of water and 

wastewater supply and disposal works of Himachal Pradesh Irrigation and Public Health 

Division I, Shimla and water distribution and sewerage department of Municipal 

Corporation, Shimla and other Government and municipal agencies. 

 

3. To enter into agreements or Memorandum of Understanding with Shimla Municipal 

Corporation, departments of the Government of Himachal Pradesh, local bodies of 

Himachal Pradesh and other Government agencies for water supply and wastewater 

management and undertake responsibilities therein provided. 

 

4. To develop water and waste water facilities and fecal sludge management facilities for 

Greater Shimla planning area and other places. 
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The SJPNL is implementing World Bank funded Project water and sewerage project. The 

proposed World Bank funded project represents a major policy changes and water and sewerage 

services in Shimla Planning area. The project not only support policy changes but also improves 

the water and sewerage services delivery in Shimla Planning area.  

 

1.3 Objectives under World Bank funded project 
 

A medium-term capital investment plan has been prepared for GSA to meet service delivery 

standards specified by GoHP and SMC. The capital investment plan is focused on increasing 

bulk water supply; improving water distribution to 24 x 7 bases; expanding sewerage network 

in SMC area and peri-urban areas; and expanding sewerage treatment capacity. The Capital 

investment plan will lead to the achievement of the service level standards and targets 

envisaged under the Medium-term WSS program.  
 

World Bank is supporting the preparation of the Shimla Water Supply and Sewerage Project. 

The Key development objective of the project is to improve water supply and sewerage for the 

population of Shimla, the capital city of Himachal Pradesh. The project will support the 

rehabilitation and extension of the WSS system to cater to the growing population of Shimla 

town and the Greater Shimla Area, along with the establishment of an autonomous independent 

and efficient WSS utility. Besides the required infrastructure improvements, the project will 

therefore have a strong emphasis on supporting efficient services and building sector capacity. 

The SHWSSP consists of three components: 

 

i. Component 1- WSS Infrastructure Improvement for 24x7 Supply, including 

 Development of additional bulk water supply scheme from Kol Dam reservoir on river 

Satluj. 

 Rehabilitation of existing Water Treatment Plants (WTP) and transmission system. 

 Rehabilitation and expansion of water supply distribution system. 

 Rehabilitation and extension of sewerage system 

 Improving septage management. 

 

ii. Component 2- Sector Development and Capacity Building, including 

 

 Establishing the Shimla WSS Utility. 

 Improving network management (reducing NRW) 

 Improving cost recovery 

 Capacity building programs 

 

iii. Component 3- Project Management Support 

1.4   The key principles underlying the plan are 
 

i. Energy efficient pumping: This will involve capacity expansion and technology 

upgrade of six existing Water Treatment Plants (WTPs), including efficiency 

improvement of pumping systems, installation of SCADA systems, and leakage reduction 

in transmission lines from WTPs to main reservoir. 
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ii. Continuous water supply and loss reduction: Rehabilitation and expansion of water 

supply distribution system, including additional storage tanks, expanding distribution 

network, installing SCADA system, along with NRW reduction program. The objective 

would be to provide continuous (24 x 7) water supply; reduce water leakage and energy 

consumption; and increase revenue collection. 
 
iii. Sustainable source: There is an immediate need for additional bulk water supply. The 

water demand forecasts for the GSA, including SMC and Shimla peri-urban Area are 

projected to increase from 58 MLD in 2017 up to 107 MLD in the year 2050. The 

maximum supply from existing sources will be only 43 MLD and this too would reduce 

during lean months. The sustainable source for Shimla area is the Sutlej River from 

which an additional 65 MLD of bulk water supply will be abstracted. 
 
iv. 100% collection and treatment of sewage: Rehabilitation of existing STPs to increase 

their capacity up to 44 MLD, with extension of sewerage network to cover 100% of the 

households in Shimla city. 
 
In addition to these, SJPNL has identified short term, medium-term and long term measures for 

sustainable water supply and sewage management.  

1.5 Institutional Arrangements 
 

 Incorporation of Shimla JalPrabandhan Nigam Limited 
 

Shimla Jal Prabandhan Nigam Limited (SJPNL) has been incorporated as public limited 

company under Company Act, 2013 on 19th June, 2018 vide CIN- U74999HP2018SGC007069 

to plan and implement the water supply and sewerage schemes in Shimla planning area. The 

authorized and subscribed Share Capital of SJPNL is Rs. 10, 00,000 (Rupees Ten Lakh only) 

divided into 10,000 (Ten Thousand) Equity Shares of Rs. 100/- (Rupees hundred only) each. 

Shareholding of SJPNL is between the Government of Himachal Pradesh & Shimla Municipal 

Corporation in the ratio of 49:51 respectively.  The main objective of SJPNL is to improve water 

and sewerage services in Shimla Planning Area.  

 

Overall management and coordination of the SJPNL will be responsibility of the Board of 

Directors of Shimla Jal Prabandhan Nigam limited. The role of the Boards of Directors of SJPNL 

chaired by the Chief Secretary of the State, will be to provide overall strategic guidance, policy 

directives for smooth implementation, and monitor implementation of the sewerage services in 

Shimla planning area. The overall day-to-day administration of the SJPNL is vested with the 

Managing Director-cum Chief Executive Officer of SJPNL and is assisted by other officers. The 

key role of the key management team headed by the Managing Director-cum-CEO in SJPNL is 

to ensure a coordinated approach across different line departments and stakeholders in the 

implementation and water and sewerage schemes and project, and resolve any outstanding issues 

requiring high-level decision It will have the power to approve need-based changes in the design, 

budget and administrative issues in implementation of Water Supply and Sewerage Schemes. 
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The powers and functions of the Boards and Directors of SJPNL and Chairman and Managing 

Director-cum-CEO are given in the Articles of Association (AOA) of SJPNL. The Memorandum 

of Association (MOA) of SJPNL and Article of Association (AOA) are appended as Annexure-

‘A’&‘B’. 
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2   Implementation Structure 



 
 

10 
 

 

 Organization Structure and Institutional Responsibilities 

 

2.1     Devolution of WSS responsibility 

 

SJPNL, with 51% shareholding by SMC and 49%shareholding by GoHP, will be 

responsible for WSS in Greater Shimla and the company will follow the WSS Program 

for Greater Shimla Area. The Memorandum of Association of SJPNL listing its core 

functions is provided in Annexure ‘A’. State Govt. will approve SJPNL derives its legal 

authority for WSS services in GSA through the devolution of responsibilities by SMC as 

per Section 405(2) of the Himachal Pradesh Municipal Corporation Act and the approval 

of such devolution by GoHP through cabinet resolution dated 16th April 2018. The 

company will be responsible for meeting GoHP service standards for WSS as per the 

medium-term program. 

 

2.2 Role of SMC and GoHP’s Departments 

 

a. SMC is the majority shareholder in SJPNL with 51% shareholding. SMC is responsible 

for devolving WSS functions with full managerial, financial and operational autonomy to 

SJPNL. State Govt. will approve the HR policy and provide performance linked grants 

as recommended by the Board of Directors of SJPNL.  
b. I&PH Department is responsible for providing staff on secondment to SJPNL as per 

Government Notification and as per the approved HR policy of SJPNL.  
c. Urban Development Department is responsible for timely release of O & M subsidy and 

performance linked grants to SJPNL in line with Grant-in-Aid sanctioned by State Govt. 

on the recommendations of the Board of Directors of SJPNL.  
 

2.3 Autonomy to Board of Directors:  

 

 SJPNL would have full managerial, financial and operational autonomy for WSS 

Services. It would be governed by a Board of Directors which would consist of  

Representatives from the SMC and GoHP as listed below. The Board of Directors of  

SJPNL will also include at least two independent directors at all times, one  

Representing the interests of citizens/ civil society and the other a water and sewerage  

Sector professional. The Articles of Association provide full autonomy to the Board  

of Directors and provide for independent directors (Annexure B). 

 

 The detailed roles and responsibilities of the Board of Directors are provided in  

Annexure ‘'B”. 

 

2.4Board of Directors of SJPNL 
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 Chairperson and Director      - Chief Secretary, GoHP 

 Director - Secretary (Urban Development,GoHP) 

 Director - Secretary (Finance, GoHP) 

 Director - Secretary, IPHD, GoHP 

 Director - Mayor/ Dy. Mayor, SMC 

       Director - Commissioner, SMC 

     Director - Joint Commissioner, SMC 

     Director (Whole time) - Finance 

     MD - cum –CEO - Appointed by GoHP 

     Independent Director - Representing citizens/ civil society 

     Independent Director - Water and sewerage sector professional 

 

 

I. The Board of Directors of SJPNL will develop Board level policies and procedures to 

operationalize the GoHP policies and vision. The company will have four line functions: 

 

a) Contracts management, 

b) Financial management,  
c) Asset management and  

d) Customer Relationship Management 

 

Except for the asset management, other three managers will be hired from the open 

market. In addition, the company will also have staff functions for: 

 

a) Safeguards and compliance, 

b) Human resources,  

c) Legal  

d) Public relations. 

 

2.5The major functions of the Implementing units shall be:- 

i. To coordinate with the various stakeholders at the state level. 

ii. To review the progress and monitor the implementation of the services at unit level. 

iii. To monitor the utilization of funds at unit level. 

iv. To compile and review the annual action plans at the unit level for further approval by 

the higher authorities. 
 
 
 
 

2.6   Finance & Accounts Staffing 
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The Finance functions of the SJPNL will be led a by the Finance Manager. The 

Financial Manager will be assisted by Accountants who will be a MBA (Fin.)/ 

M.Com. Every accounting center will have a dedicated accountant hired from the 

market.  

 

 Structure of Finance and Accounts Section at SJPNL 

 

Managing Director-cum 

CEO

ACCOUNTANTS

FINANCE MANAGER

Board of Directors

JUNIOR ACCOUNTANTS

 
The Finance Manager will be the joint signatory to the company bank account and 

act as Financial Advisor to the Managing director-cum-CEO, SJPNL. He will keep a watch 

over the budget and finances of the SJPNL and ensure effective fund flow for 

implementation of various activities including coordination with the Government for 

adequate budgetary provisions and ensure that the company maintains a suitable financial 

management system.  

2.7 Roles and Responsibilities of Finance Staff: 

 The roles and responsibilities of the Financial Managers: 

 

A. Design of financial management systems 

 

i. Develop receipts and payment processes, bookkeeping processes, accounting 

policies, financial management policies, audit, reporting, budgeting for SJPNL. 

ii. Develop guidelines and provide training to other departments of SJPNL to make 

them familiar with new financial management system  

iii. Establish a system for robust financial management including,   a)  tracking and 

reporting  of revenue collection ,   b)   monitoring of expenditure ,   c) liquidity 

management  

iv. Work with counterparts from professional operator to develop and implement 

long term financial management policies, audit, reporting, budgeting for SJPNL 
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B. Complete transition 
 

i. Prepare assets register with an inventory of all assets transferred to SJPNL by 

IPH and SMC. 

ii. Coordinate with professional counterpart to prepare the Opening Balance Sheet 

of SJPNL. 

iii. Prepare balance sheet as on 31st March 2019 and identify the gaps to be 

completed with additional valuation, documentation etc. 

 

C. Supervise accounting and financial management function  

 

i. Supervise the accounting, financial management and interface with SMC and 

GoHP 

ii. Track financial position on day basis and report to Managing Director-cum 

CEO, SJPNL  

iii. Prepare financial reports  

iv. Co-ordinate with other departments of SJPNL. 

 

D. IT and systems 

 

i. Review the existing status of use of information technology 

ii. Prepare an IT assets register  

iii. Develop a short term IT policy and requirement focusing on the needs of the 

next twelve months  

iv. Manage routine maintenance of IT assets, licenses and services  

v. Identify immediate requirement such as use of IT in financial management , 

complaint redressed, compliance management, revenue collection and 

implement short term solutions to cope with the requirements 

vi. Procure immediate IT needs  

vii. Work with counterparts from the operator to embed IT and system in SJPNL  

viii. Work closely with other departments to meet their immediate IT requirements 

 

 

 

 

 

E. Planning & MIS        

 

i. Work closely with Managing Director-cum-CEO, SJPNL to quickly set up a 

planning, performance monitoring and reporting system, the system should 

enable SJPNL to fulfill its operating as well as reporting responsibilities 
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ii. Establish a  system  of data collection  

iii. Prepare and distribute regular performance monitoring reports 

iv. Establish a system for internal performance measurements, and the data that is 

available  

v. Identify key gaps in data and set up short term measure to cope with data gaps 

vi. Work closely with the consultants preparing technical reports and the finance 

counterparts in SJPNL, develop robust financial analysis of the proposed 

projects and its impact on the operations of SJPNL  

vii. Work closely with the commercial department of SJPNL to develop tariff 

forecasts and proposals for SJPNL 

viii. Work closely with the professional operator partner to develop and implement 

long term plan for planning, target setting and performance monitoring, and 

reporting. 

 

F. Purchase  

i. Develop procurement policy for SJPNL 

ii. Carryout purchase required for the functioning of SJPNL in line with the 

procurement policy and with prior approvals as required under the policy  

iii. Carryout regular procurement activities like transport, security, stationery, 

communication material, office supplies etc. 

 

2.8 The roles and responsibilities of the other Staff in the Finance and  

Accounts wing are: 
 

a. Assist Finance Manager in preparation of financial statements. 

b. Preparing Bills, claims, Pay Rolls and put up in time for payment and maintain 

proper record thereof.  

c. Regular writing/entry of Cash Book in Computerized form and get the daily cash 

Book print out signed from the Competent Authority.  

d. Maintain the books of accounts in the prescribed form on accounting software.  

e. Preparing returns, of deduction and deposits of TDS and GST etc. or any other 

statutory dues and ensures timely deposit of all govt. dues.   

f. Preparing Accounts MIS Statements. 

g. Preparing monthly Bank Reconciliation Statements.  

h. To undertake field visits. 

i. Prepare details of funds released to the field units or other agencies as the case may 

be. 

j. Monitoring that the fund released are properly utilized and utilization certificates 

are submitted in time as per prescribed format.  
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k. Timely submission of reports to the concerned quarter’s i.e.  State Govt. or World 

Bank as the case may be. 

l. Maintain correspondence records and any other work assigned by Managing 

Director-cum-CEO.  

 

2.9Training and Capacity Building of Accounts and Finance 

 

The SJPNL will provide training to finance staff in reputed training Institutes in 

India. 
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3. Budgeting, Fund Flow 
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 Budgeting 

3.1   Provision for Grant-in-Aid in State Budget 
 

The O&M subsidy/revenue deficit grant and funds required for WSS activities are 

budgeted under Department of Urban Development Department.  

3.2    Budget Process and Formulation 

 

SJPNL shall prepare Annual Budget covering the activities related to water and 

sewerage services activities/ Project activities envisaged in the Annual Action Plan. 

Each implementing unit will submit their Annual Action Plans, duly approved by 

their competent authority, to SJPNL. The Finance Section of SJPNL will get the 

annual action Plan and requirement of funds from the implementing units by 

15thSeptember every year.  The SJPNL Team in Head Office will further collate the 

data of the units under it and add its own Annual Action Plan and requirement and 

then place the consolidated Annual Action Plan and budget estimates in the 

prescribed format before Board of Directors by 15th October for the approval of the 

Boards. After approval of Annual Action Plan and budget estimates shall be 

submitted to state government for inclusion of the estimates in the state budget. The 

SJPNL will take into account the following for appraising the Annual Action Plans 

and budget estimates: 

(a) progress of various works and consultancies. 

(b) progress and the activities planned for the Financial Year in respect of the 

various schemes/ projects, consultancies/studies undertaken by SJPNL; 

(c) disbursements likely to be made to Suppliers/contractors by the SJPNL, 

(d) Estimate of other expenses including incremental operating costs. 

 

The Annual Action Plan & Budget is to be prepared in format given in Annexure-C. 
 

3.3 Approval of AAP/Budget 
The AAP/Budget shall be approved by the Board of Directors of SJPNL. Thereafter, 

Annual Action Plan/Budget will be submitted to the Government by the end of 

November every year.  

 

3.4 Re– appropriation of Budget 

 

The re-appropriation of budget within the head of accounts will be authorized by 

Managing Director-cum-CEO. 

 

3.5 Control over Budget 
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The SJPNL use TALLY or equivalent accounting software that has an in-built 

application for Budget analysis. Based on the approved Budget, the provisions are 

entered in TALLY or equivalent accounting software/ computerized format. A 

Budget Analysis Report will be generated giving item-wise achievement of budget 

v/s actual and variances over the specific periods defined (e.g. quarterly). SJPNL 

will generate this Report every quarter and the same will be reviewed in the 

meetings of the Board of Directors to monitor the progress. 

 

 Fund Flow 

 

3.6 Funds Flow & Banking Arrangements 

 

 

The SJPNL receive revenue from the water and sewerage charges. The SJPNL will 

also receive O&M grant from State Government Apart from it SJPNL will also 

receive funds from GOI under World Band funded policy loan through State Govt. 

The Government of Himachal Pradesh will pass on the funds to the SJPNL through 

budgetary grants of the Department of Urban Development Department, H.P to 

SJPNL.  The funds will be deposited in dedicated bank account of the company. 

These funds are available to SJPNL as Grant in Aid and hence do not lapse at the 

end of the financial year. The chart of fund flow is given as under: 

FLOW OF FUNDS

Funds are deposited into bank account of SJPNL

GOI from GOI and state 

Govt.

AGMs receive bills from

contractors and other

vendors and claimants,

verify and pass the bills for

payments and send to SJPNL

Head Office for processing

for payments

Contractors and other vendors and 

claimants submit their bills to 

AGMs

Contractors bills and bills of other

vendors and other bills and claims

are processed in SJPNL Head Office

for payment and payments made to

the contractors and other claimants

through cheques or RTGS

The bills and claims other than contractors

bills submitted to SJPNL

Revenue Receipts from water & 

Sewerage charges and other  

Misc Receipts
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Banking Arrangements 

The SJPNL will open bank accounts in scheduled banks. SJPNL will use 

RTGS/NEFT system to transfer funds as well as to make payments, and cash 

payments will be minimized. 

 

3.7 Cash Flow Statement 

The following definitions shall apply in the preparation of the statement of cash 

flows of SJPNL in their annual financial reports: 

 a) Cash and Cash Equivalents shall comprise cash on hand, current bank balances 

and short-term deposits that can be converted to cash within two working days. 

 b) Operating Activities shall include all transactions and other events that are not 

investing or financing activities. They shall include but not limited to the following: 

 i. Cash receipts from levies and fines; 

 ii. Cash receipts from charges for goods and services provided by the entity;  

iii. Cash receipts from grants or transfers and other appropriations made by central 

government or other public sector entities;  

iv. Cash receipts from fees, commissions and other revenue;  

v. Cash payments to other entities to finance their operations (not including loans); 

vi. Cash payments to suppliers for goods and services;  

vii. Cash payments to and on behalf of employees;  

viii. Cash receipts from and payments to an insurance entity for premiums and 

claims, annuities and other policy benefits;  

ix. Cash payments of local property taxes or income taxes (where appropriate) in 

relation to operating activities;  

x. Cash receipts and payments from contracts held  

c) Investing Activities shall consist of those activities relating to the acquisition, 

holding, and disposal of fixed assets and investments. Investments shall include 

securities not falling within the definition of cash.  

i. Cash payments to acquire property, plant and equipment, intangibles and other 

long-term assets. These payments include those relating to capitalized development 

costs and self-constructed property, plant and equipment;  

ii. Cash receipts from sales of property, plant and equipment, intangibles and other 

long-term assets; 
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 iii. Cash advances and loans made to parties other than advances and loans made by 

a public financial institution where applicable;  

iv. Cash receipts from the repayment of advances and loans made to parties other 

than advances and loans of a public financial institution where applicable;  

d) Financing Activities shall consist of those activities that result in changes to the 

size and composition of SJPN capital structure. This includes both equity and debt 

not falling within the definition of cash. Examples shall include but not limited to 

the following:  

i. Cash proceeds from issuing shares, debentures, loans, notes, bonds, mortgages 

and other short or long-term borrowings; and  

ii. Cash repayments of amounts borrowed and share redemptions;  

e) Due to the nature and mandate of SJPNL, financing activities would rarely be 

used or applied in the operations of the organization. Should there be a change by 

management at any point in time; the Board would notify Finance for the 

necessary treatment and disclosure.  

 

 

 

f) Disclosure Requirements  

To ensure compliance with International Public Sector Accounting Standards 

(IPSAS), management would ensure cash flow statements have been presented as an 

integral part of the entity's financial statements for the period. Management would 

use the indirect method for the preparation of cash flow statement. The cash flow 

statement would be classified under the following headings: 

 i. Operating activities  

ii. Investing activities  

iii. Financing activities  

The chart of cash flow given in Annexure-D. 
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Chapter – 4 

Accounting  

4.1 Accounts shall be maintained in SJPNL Head Office. The accounts will be maintained 

separately for Water Production, Water Distribution, Sewerage and SJPNL Head 

Office. Finance Manager, SJPNL shall be responsible for the maintenance of accounts. 

The accounts shall be maintained in computerized format. 

4.2 Accounting Year 

The Accounting Year for the SJPNL is the Financial Year (FY) which commences 

on 1st April each year and end on 31st March of the next year. This implies that all 

books of account are closed on 31st March every year, annual financial statements 

prepared and audited, and balances carried forward to the first day of the next 

financial year i. e. 1st April. 

4.3 Accounting Records 

The “double entry method based on Accrual System” of accounting shall be 

followed for preparation of books of accounts of SJPNL. The SJPNL Accounts will 

be maintained in Computerized Accounting Software (CAS) – Tally or equivalent. 

CAS which will generate the Cash/Bank Book and Journal (primary books of 

account) and the General Ledger (secondary books of account) supported by 

subsidiary ledgers. The print outs of the cash/day book will be taken out as per the 

periodicity given in the table below. No accounting record will be prepared 

manually and only printouts generated from CAS will be got signed for physical 

records. 

 

Name of Record Nature Periodicity for Printing 

Voucher Document serving as basic record of 

the transaction along with approvals& 

documents supporting the transaction  

Daily 

Day Book Listing of all transactional Vouchers 

inputted on a particular day 

Daily and attached to the 

Vouchers of the respective 

day as top sheet 

Cash/Bank Book The primary book of account for cash 

and bank transactions 

Monthly 

Journal Register The primary book of account for 

transactions other than cash and bank 

Monthly 

Ledger The book of final entry classifying and Quarterly 
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summarizing all the financial 

transactions under head of account as 

per the Chart of Accounts 

 

4.4 Vouchers 

A transaction representing expenditure or grant of advance or adjustment of 

advance will be approved by the delegated authority (on the concerned file or note 

sheet) and then the transaction will be accounted for in the CAS.  The Accounting 

Voucher shall be generated through CAS using appropriate head of account as per 

Chart of Accounts and each transaction (cash, bank or adjustment) will be 

evidenced by supporting vouchers.  All vouchers will be prepared using the CAS 

(in other words, manual voucher system is not to be followed) and then got signed 

along with enclosures from the concerned authority. The narration in the Voucher 

will contain all relevant details which will help in sorting a ledger account such as 

the name of payee, Cheque number, EFT detail etc. Once an accounting entry has 

been approved, no amendment to the Voucher will be made. Any rectification is to 

be made through a Journal Voucher. 

4.5 Classification/Chart of Accounts 

This lists all accounts in the General Ledger relevant to the WSS facilitating 

entering and viewing specific financial information in a uniform manner. The 

Classification/Chart of Accounts for the Project (Annexure- E) is structured to 

captures information on Component, Sub Component and individual 

account/contract. The MD-cum-CEO shall be authorized to open other heads of 

accounts as per requirement. 

4.6 Cost Centers 

The field of the cost centers will be used for the final head so that the common 

heads of expenditure are charged to the concerned component only.  This will avoid 

creation of multiple heads of accounts and will give a clear picture of the 

component expenditure at any level at any time. The cost centers will be pre-

defined and will be incorporated in the CAS at the time of installation of accounting 

software at the accounting centers.   

 

4.7 Accounting Policies 

Accounting policies are applied consistently over time and not changed intra or 

inter year frequently. Wherever a change in accounting policy is deemed 

appropriate, approval of the Board of Director is obtained. Every change in an 

accounting policy is disclosed in the annual financial statements describing the 

nature of the change and its Accounting policies are benchmark norms that 

determine how and when Assets & Liabilities and Receipts & Payments 
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(Expenditure) are recognized and treated to maintain consistency in application 

across transactions and over time. All significant accounting policies are disclosed 

in the annual financial statements in a separate schedule.  

 

The accounting policies for the SJPNL are given below:- 

 

 

(i) Basis of Accounting 

a) The accounts shall be maintained on accrual basis on double entry system of 

accounting 

b) All significant accounting policies are disclosed in the annual financial 

statements  

ii) Fixed Asset 

Fixed Assets are stated at their cost of acquisition including taxes, duties, freight and 

other incidental expenses relating to their acquisition and substantial expenditure on 

subsequent improvement thereto. Fixed Assets whose value is not available or 

received in kind is stated at a nominal value of Rs. 1/- only. 

iii) Treatment of Interest earned and other Income 

Interest earned on balance in bank accounts and other income such as sale of scrap and 

sale of tender is recognized as receipts in Profit & Loss Account.   

iv) Retention Money/Security Deposit 

The retention money such as security deposit is recognized as liability in the Balance 

Sheet. 

v) Treatment for advance payment 

Advance payments are shown as receivable/ advances under current assets in the 

Balance Sheet.  

 

Advance payment may be made for the following purposes only: 

 

a) Advances to suppliers/contractors/vendors for procurement of works, 

goods and services: These advances shall be made in accordance with the 

purchase order issued or contract signed. These should be charged off to the 

relevant account head at the time of adjustment of advance on actual receipt 

of goods or services 

b) Advances to the staff (for the purpose of travel, conveyance etc.): These 

advances are temporary in nature and are to be settled on submission of bills 

/ statements. The advance amount should be charged off to the relevant 

account head on passing of the bills only. 

c) No staff advance/ loan (such as salary advance, house loan etc.) should be 

given out of the project funds. 
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d) Advances to sub-contractors to carry out project activities: These 

advances   should be charged off to the relevant account head on receipt of 

details of the expenditure incurred by the sub-contractor and its approval by 

the competent authority. 

4.8 Bank Reconciliation 

i. Bank reconciliation will be carried out at each account ting centre by using 

the Bank reconciliation feature of CAS.  

ii. The Bank Reconciliation Statement will be generated on monthly basis and 

signed by the preparer and the authorized Officer and reviewed by the 

Controller (Finance) every month. Long outstanding entries will be 

followed up with the bank for clearance.  

iii. Any outstanding entries beyond three months will be reversed for fresh 

treatment as per the actual position of the concerned entry. 

4.9 Accounting Reports 

In addition to the normal accounting reports like Trial Balance, Fund Flow/ Cash 

Flow statements, Ratio Analysis, Balance Sheet, P&L Accounts etc, the following 

reports are proposed to be generated at the appropriate levels: 

 Financial Statements as per requirements of Company Act, H.P Govt. and 

World Bank. 

 Budget utilization according to the Activities for comparisons and report 

generation as per  requirement of HP State Government and World Bank. 

 Audit Trail showing logs of all the transaction recorded altered with complete 

details of creation and alteration time and date should be available in 

software. 

 All the statutory taxes of H.P State and Central Government will be generated 

through software. 

 Payroll reports generation such as Salary slip, PF calculation, TDS deduction, 

Form 16 and Form 16A  

 The Prescribed Format of Balance Sheet, Profit & Loss Account, 

Depreciation schedule as per Company Act is enclosed as Annexure-F& 

Annexure- G. 

4.10 Register of Fixed Assets 

 SJPNL will maintain Registers of Fixed Assets to record the assets procured 

by the Company through CAS.  

 The Register will be generated though CAS and contain the following 

minimum information – description, supplier, quantity, date of 

purchase/disposal/issue, value and location. Separate folio for each class of 

asset. 
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 Printouts of the Registers shall be taken out on Yearly Basis and got signed 

from the concerned Head/Nodal Officer. 

 Physical verification of owned Fixed Assets will be done at least annually 

by a committee constituted by the MD-cum-CEO. In case of assets with 

other parties, annual confirmation certificate is to be obtained. The details 

are to be reconciled with the financial records and discrepancies adjusted. 

 

4.11 Ratio Analysis 

Ratio analysis is a powerful tool of financial analysis. A ratio is defined as 

“the indicated quotient of two mathematical expressions” and as “the 

relationship between two or more things.” In financial analysis a ratio is 

used as benchmark for evaluating the financial position and performance 

of a Company. The absolute accounting figure reported in the financial 

statements does not provide a meaningful understanding of the 

performance and financial position of a Company. An accounting figure 

conveys meaning when it is related to some other relevant information.   

 

 Type of ratios: 

Several ratios, calculated from the accounting data, can be grouped into 

various classes according to financial activity or function to be evaluated. 

As stated earlier, the parties interested in financial analysis are short-and-

long term creditors, owners and management. Short-term creditors, main 

interest is in the liquidity position or the short-term solvency of the 

company. Long-term creditors, On the other hand, are more interested in 

the long-term solvency and profitability of the Company similarly. Owners 

concentrate on the company profitability and financial condition. 

Management is interested in evaluating every aspect of the Company 

performance. They have to be protecting the interests of all parties and see 

that the company grows profitably. In view if the requirements of the 

various user of ratios, these may be classified into following categories.  

i. Liquidity ratio: 

The liquidity is an ability of a concern to satisfy short-term obligations 

with existing assets an organization should normally be able to carry on its 

day to day work smoothly and without much strain on liquid surplus. To 

measure the liquidity of a company, the flowing ratios can be calculated  

ii. Current ratio:  

The current ratio is one of the best known measures of financial strength. 

Two basic components of this ratio are current assets and current 
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liabilities. It is calculated by dividing the total of current assets by total of 

the current liabilities.  

 

 

 Thus:- 

                Current Ratio   =        Current Assets 

                                                   Current Liabilities  

 

iii. Debt/Equity Ratio: 

A measure of a company’s financial leverage, calculated by dividing long-

term debt by shareholder equity. The ratio identifies the relationship of 

debt to ownership interest in the firm’s financial structure. Higher 

debt/equity ratio generally means that a company has been aggressive in 

financing its growth with debt, which can result in volatile earning as a 

result of the additional interest expense./ the debt/equity ratio is calculated 

as under:- 

 

   Debt Equity Ratio   =    Total Debt 

                                         Shareholders’ Funds  

 

 

Analysis of Profitability:  

 

The word “profitability” is composed of two words ‘profit’ and ‘ability’ 

profit may be defined as the positive and fruitful difference between total 

revenues and total expenses over a period of time. It is ultimate output of a 

business, and the business will have no future, if it fails to make sufficient 

profit. Profit is the soul of the business without which it is lifeless.  

 

To the financial management, profits are the test of efficiency and a 

measure of control, to the owners a measure of the worth of their 

investment, to the creditors the margin of safety, to the employees a source 

of fringe benefits, to the government as a measure of taxable capacity and 

the basis of legislative action to the country profits are an index of 

economic progress.  
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The term ‘ability’ reflects the power of the enterprise to earn the profits. 

The ability is also referred to as ‘earning power’ or operating performance 

of the concerned investment thus, the concept of profitability may be 

defined as the ability of a given investment to earn a return from its use. 

 

The most important measure of profitability of a company is ratio i.e. 

Profitability of assets, variously referred to as earning power of the 

Company, return on investment or total resources committed to operations. 

 

iv. Gross Profit Ratio:  

This ratio expresses relationship between gross profit and net sales. This 

relates gross profit to sales to indicate gross margin on sales and is 

expressed as a percentage. This is calculated as: 

 

G.P. Ratio   =    G.P.     .* 100 

                         Net Sales        

 

v. Net Profit Ratio: 

 

This ratio establishes a relationship between net profit and sales and 

indicates management’s efficiency in manufacturing, administering and 

selling the products. This ratio is the overall measure of the firm’s ability 

to turn each rupee sales into net profit.  

Net operating profit is arrived at by dividing operating expenses from 

gross profit. This is calculated as: 

 

 N.P. Ratio   =     Net Profit * 100 

                            Net Sales 

 

vi. Operating Profit Ratio: 

 

This ratio is calculated by dividing operating profit by sale. Operating 

profit is calculated as: 

 

Operating Profit = Net Sales – Operating Cost (Cost of goods sold + 

Administrative and office expenses + Selling & Distributive expenses) 
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The ratio is calculated as: 

 

Operating profit ratio   =   Operating Profit * 100 

 Net Sales 

 

vii. Debtors (Accounts Receivable) Turnover Ratio: 

 

Debtor turnover ratio indicates the velocity of debt collection of a 

Company. Debtor turnover ratio is a relationship of sales with the 

outstanding amount due from debtors to whom goods were sold on credit. 

It indicates the number of times average debtors (receivables) are turned 

over during a year. This ratio is calculated as under: 

 

 

Debtor (Accounts Receivable) Turnover Ratio:     = Credit Sales/Sales 

                                                                                       Average Debtors  

 

viii. Working Capital Turnover Ratio: 

 

Working capital is closely related to sales. The current assets like debtors, 

bills receivable, cash stock etc. change with the increase or decrease in 

sales. Working capital turnover ratio is calculated to ascertain how 

efficiently the working capital is being used. This ratio indicates the 

number of times the net working capital is converted into sales. The higher 

ratio reflects the efficiency in the management of the net working capital. 

It is calculated as: 

 

                Working Capital Turnover   =      Sales                    . 

Net Current Assets 
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Chapter – 5 
 

 

5 Internal Control  
 

5.1 General Principles 

The following general principles will apply to all payments made by SJPNL  

Account: 

 The expenditure or advance pertains to an activity under the WSS will be in 

accordance with the approved AAP/Budget. 

 A competent sanction to incur the expenditure or making an advance along with 

budget provision is available. 

 A proper and formal statement of claim/bill/invoice from the concerned 

person/party/firm in the name of the SJPNL, based on which payment has been 

demanded or adjustment of advance is sought, is available. All 

bills/invoices/claims and receipts should be of a recent current date. The name, 

address and tax registration numbers of the payee and serial number should be 

pre-printed on these documents. 

 The purchases made or services rendered are in accordance with the approved 

work order/contract/purchase order. 

 The particulars of the claim i.e. specifications, rates, calculations, net payable 

amount, deductions etc. and compliance with the terms and conditions of the 

contract/agreement have been examined/checked by the authorized officer of 

SJPNL. 

 Expenditure is duly supported with original invoices and approved by delegated 

authority and actually paid. 

 The payment or adjustment has been approved in writing by the competent 

authority and the claim/bill/invoice has been marked “Passed for 

Payment/Adjustment”. 

 Maintaining supporting documentation for all transactions/expenses is of vital 

importance. The absence of appropriate supporting document may invite audit 

objection. All paid claims/bills/invoices and supporting documents should be 

stamped with the seal “Paid & Cancelled” and reference to the paying instrument 

has been recorded on the claim/bill/invoice. 

 Taxes have been deducted at applicable rates at the time of making the 

payments. SJPNL should ensure that it has a valid TAN number and taxes are 

remitted to the Government Account timely. 

 All payments by SJPNL are made through electronic fund transfer system and 

payments Petty expenses can be met through maintenance on Imprest with an 
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authorized staff. The limit for such imprest shall be fixed by Managing Director-

cum-CEO. 

 All payments should have a duly approved Voucher and charged to the correct 

head of account as per Chart of Accounts/ Classification of Accounts. 

 

5.2 Delegation of Administrative and Financial Powers 

The Board of Directors of SJPNL has powers of Delegation of Administrative and 

Financial Powers. The delegation of powers made by Boards of Directors of SJPNL 

shall be deemed to be an integral part of this Manual. Any amendment/ revision in 

the Scheme will be done with the prior approval of the Board of Directors of 

SJPNL or as delegated by it.  

5.3 Basic Concepts of Internal Control: 

Internal controls include all policies and procedures which:   

Maintain reliable reporting systems 

Safeguard assets 

Prevent and detect error and fraud; and 

Optimize the use of resources. 

 

For achieving the above the following Components of Internal Control system 

will be used: 

a) Budgets  

The budget will quarterly match the planned expenditures with the receipts so that 

deviations/variations could be compared to the original budget and corrective 

measures are taken. 

b) Segregation of Duties  

Rotation procedure will be put in place to ensure that one person does not deal with 

critical transaction for more than two years. 

c) Safeguard Assets  

Identification Numbering of assets will be done and proper record shall be 

maintained and proper physical verification will be done at regular intervals. 

d) Data Protection Backup  

Proper data backup shall be taken at regular intervals on daily basis to ensure data 

protection and the data shall be periodically placed on service providers cloud. 

e) Bank Reconciliation  

Banks shall be reconciled on monthly basis. 

f) Independent Verification  

Periodical internal audit shall be done to ensure internal control 
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Chapter – 6 
 

6. Internal Audit 
 

 

The SJPNL will appoint a Chartered Accountant (CA) firm as Internal Auditor. 

Internal audit will strengthen the internal control framework and assist the 

management in identifying and addressing control weaknesses periodically. Internal 

audit will be conducted on annual basis. The Audit Committee will consider key 

issues pointed out by the auditors and ensure timely resolution of audit observations 

A Chartered Accountant Firm empanelled with CAG will be appointed as Internal 

Auditor to ensure the following:  

a) To check the implementation and effectiveness of internal control  

b) to check that all the statutory liabilities are met with in the statutory time 

limits 

c) To prevent and detect fraud  

d) Good governance : Communicate audit matters of governance interest 

arising from the audit of financial statements with those charged with 

governance of an entity 

e) Safeguarding of Assets 

f) Compliance with policies, plans, procedures, laws and regulations  

g) Accomplishment of established objectives and goals for operations or 

programs 

h) Reliability and integrity of financial information  

i) Economical and efficient use of resources 

j) Effectiveness and efficiency of operations 

 

 

A sample format of Terms of Reference (TOR) for selection of Internal Auditor is 

annexed at Annexure “H“. 
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Chapter – 7 
 

Interim Financial Reports 
 

 

SJPNL shall prepare Interim Financial Reports (IFR) at least every calendar 

quarter. The IFR will be signed by the Managing Director-cum-CEO and Finance 

Manager and submitted to the all concerned within 45 days of the close of the each 

quarter.  

The SJPNL will prepare the following IFR –  

 

1)   Sources and Application of Funds (Quarterly in the Format Annexed at  

Annexure-“I(i)“) 

2)   Financial Indicators (Quarterly in the Format Annexed at Annexure-“I(ii)“) 

 

All financial information in the IFR should be in agreement with the books of account. 
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Chapter – 8 

Annual Financial Statements 
 

 

8.1 Contents of the Financial Statements and other matters 

As at the close of each financial year on 31st March, SJPNL will prepare Annual  

Financial Statements (FS), comprising of the following: 

a. Profit & Loss Account  

b. Balance Sheet with supporting schedules 

c.  Cash Flow Statement. 

 

8.2 Management Representation Letter 

SJPNL Management will provide a written acknowledgement of its responsibility 

for the preparation and fair presentation of the FS and an assertion that funds have 

been expended in accordance with the intended purposes as reflected in the 

financial statements.  

8.3 Approval and submission of FS 

The audited Annual Financial Statement with comments will be considered and 

approved by the Board of Directors. Audited Financial Statement along with the 

Audit Report is to be filed with Registrar of Company and will be submitted to the 

World Bank. The Auditor’s Report shall be placed before Annual General meeting 

of Shareholders of SJPNL and shall be open to inspection by any member of the 

Company. 
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Chapter – 9 
 

                                                               External Audit  
 

9.1      Powers of the Comptroller and Auditor General 
 

The Comptroller and Auditor General of India shall have power: 
 

(a) To direct the manner in which the Company’s account shall be audited by the Statutory  
Auditor appointed in pursuance of Company Act and to give such Auditor/Auditors instructions 
in regard to any matter relating to the performance of his/their functions as such; and 

 

(b) To conduct a supplementary or test audit of the Company’s accounts by such person or 

persons as he may deem fit on his behalf and, for the purpose of such audit, to require 
information or additional information to be furnished to any person or persons and in such form 

as the Comptroller and Auditor General may, by general or special order, direct.  
The statutory auditor aforesaid shall submit a copy of his audit report to the Comptroller and 
Auditor General of India who shall have the right to comment upon or supplement the audit 
report in such manner, as he may think fit;  
Any such comment upon or supplement to the Audit Report shall be placed before the Annual 
General Meeting of the Company in the same manner as the Audit Report. 
 

9.2 Powers and duties of Auditors:- 
 

The Powers and duties of the Auditors of the Company shall be as per Section 143 of the 

Company Act. 
 

 

9.3 Auditors and their remuneration:- 
 

The Company, at the General Meeting in each year, shall note the appointment of the Statutory 

Auditors appointed by the CAG of India. The first Auditors shall be appointed by the CAG of 

India on the request of the Board of Directors of the Company indicating the reasonable 

remuneration/fee. Thereafter, being this Company a State Govt. Company, the Statutory 

Auditors shall be appointed/reappointed only by the CAG of India. However, their reasonable 

remuneration/fee etc. may be recommended by the Board of Directors from time to time to the 

CAG of India. 
 
 

9.4 Audit of Branch Offices:- 
 

The Company shall comply with the provisions of Section 143 of the Act in relation to the audit 
of the accounts of branch offices of the Company if any, except to the extent to which any 
exemption may be granted by the Central Government in that behalf. A secretarial audit shall 
also be conducted under provisions of section 143 and 204 of the Act. 
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9.5Auditor’s right to attend meetings:- 

 

The Auditors of the Company shall be entitled to receive notice of and to attend any General 

Meeting of the Company at which any accounts which have been examined or reported on by 

them are to be laid before the Company and may make any statement or explanation they desire 
with respect to the accounts. 
 

9.6 Reading and inspection of Auditor’s Report:- 
 

The Auditor’s Report shall be placed before Annual General meeting of Shareholders of SJPNL 
and shall be open to inspection by any member of the Company. 
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           Annexure-A 
 

(THE COMPANIES ACT, 2013) 

 
(COMPANY LIMITED BY SHARES) 

 
MEMORANDUM OF ASSOCIATION 

OF 

SHIMLA JAL PRABANDHAN NIGAM LIMITED (SJPNL) 

 
Clause–1 Name Clause: The Name of the Company is: Shimla Jal Prabandhan  

Nigam Limited 

 
Clause Regd. Office Clause: The Registered Office of the Company will be situated at 

Shimla in the State of Himachal Pradesh. 

 
Clause–3 Objects Clause: Main Objects 

 
The main objects to be pursued by the Company on its incorporation are:  

1. To carry out water supply and wastewater management in Greater Shimla Planning Area 

and other places including raw water off take, treatment and distribution of potable water 

and recycled non potable water; wastewater collection, treatment, reuse, recycling and 

disposal and to undertake water and wastewater management activities as designated by 

the competent authority/(ies) under the Himachal Pradesh Municipal Corporation Act; or 

the Himachal Pradesh Water Supply Act; or under policy or regulation of Government of 

Himachal Pradesh or any local body in Himachal Pradesh. 

 
2. To take on lease, license or sale, all tangible and intangible assets of water and 

wastewater supply and disposal works of Himachal Pradesh Irrigation and Public Health 

Division I, Shimla and water distribution and sewerage department of Municipal 

Corporation, Shimla and other Government and municipal agencies. 

 
3. To enter into agreements or Memorandum of Understanding with Shimla Municipal 

Corporation, departments of the Government of Himachal Pradesh, local bodies of 

Himachal Pradesh and other Government agencies for water supply and wastewater 

management and undertake responsibilities therein provided. 

 
4. To develop water and waste water facilities and fecal sludge management facilities for 

Greater Shimla planning area and other places. 
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Matters necessary for the furtherance of the objects of the Company: 

 

1. To acquire, establish, construct, create water reservoirs, channels, pumping installations, 

purification plants, pipe lines, garages, storage sheds and accommodation of all 

description connected with the business of the Company and to provide, maintain and 

administer drinking water and wastewater facilities, supplies and distribution to residents, 

industrial and commercial establishments, townships, residential estates, building yards, 

railway sheds. 

2. To Construct or Build or create barrages, reservoirs, canals and distributaries, drainage 

canals, navigation works, power-houses, other power structures, electrical transmission 

lines and substations and such other works and structures as may be required; 

3. To promote creative and innovative research in the field of water and waste water related 

areas to ensure overall sustainability of the services related to scarce water resources and 

waste water management to ensure efficient water resource management and accelerate 

the provision of improved environmental sanitation facilities. 

4. To develop and establish training and research institutions and conduct workshops for 

water, sanitation and health education programs and benefit from inter-linkages of 

national /international academic institutions and organizations and to render services of 

designing, quality control, technical appraisal inextricably and incidental to water, waste 

water, sewerage and non conventional project . 

5. To reduce impact of natural disasters on natural resources using a multi-sectoral approach 

and undertake Capacity Building activities. 

6. To execute, approve, sanction, allot projects related to water, sewerage, waste water, non 

conventional energy. 

7. To incorporate joint ventures and subsidiaries and enter in to Public Private Partnerships 

as may be required. 

8. To enter into contracts, partnerships and service delivery arrangements as may be 

required. 

9. To Purchase, take on lease or acquire and hold such movable and immovable property as 

it may deem necessary and to lease, sell or otherwise transfer any such property; 

10. To create agencies, citizen groups and net-works for distribution of drinking water and 

management of wastewater and facilitate formation and working of co-operative societies 
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and other organizations or agencies for the better use and distribution of drinking water 

facilities and wastewater facilities created by the Company; 
 

11. To act as contractors, suppliers, agents, importers and exporters, for any government or 

autonomous body or any firm, company, organization in the private or public sector in 

furtherance of any of the objects of the company. In the same way company can apply for 

tender, purchase or otherwise acquire and contracts, sub-contracts, licenses and 

concessions for or in relation to the objects or business herein mentioned or any of them 

and to undertake execute, carry out dispose off or otherwise turn to account the same. 

12. To establish and maintain agencies, branches or appoint representatives, agents, 

canvassers, selling and buying agent in India or abroad for sale, purchase, exchange, hire, 

distribution or for any one or more of the company and to regulate and or discontinue the 

same. 

13. To take or otherwise acquire/ hold share in any other company having object altogether 

or in similar to those of this company / or / to take part in open market operation towards 

capitalization. 

14. Subject to the provisions of section 2 (68) and 73 of the Companies Act, 2013, and the 

rules framed there under and directions issued by Reserve Bank of India from time to 

time as may be applicable to receive money, securities, valuables of all kinds on deposit 

or safe custody (not amounting to the business of banking as defined under the Banking 

Regulation Act, 1949) and to borrow or raise money in such manner as the company shall 

think fit and in particular by issue of debenture or debenture stocks (perpetual or 

otherwise) and the secure the repayment of any money so borrowed, raised or owning by 

mortgage, charge or lien upon all or any of the Company’s property (both present and 

future) including its uncalled capital and also by a similar mortgage, charge or lien to 

secure and guarantee the performance by the company or any other company or body 

corporate of any obligation undertaken by the company or any other person or company, 

as the case may be. 

15. To open any kind of account in any bank and to draw, make, accept, endorse, discount, 

negotiate, execute and issue bills of exchange, promissory notes, bills of lading, warrants, 

debentures and other negotiable or transferable instrument of securities for achieving any 

of the objects of the Company.  
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16. To invest and deal with the money of the Company not immediately required in such 

manner as the Company may deem fit to the attainment of main objects of the company. 

17. To purchase or otherwise acquire, protect, prolong and renew any patents, rights, 

inventions, licenses, protections and concessions which may appear likely to be 

advantageous or useful to the company and to use and turn to account the same and to 

grant license or privileges in respect of the same. 

18. To communicate with chambers of commerce and other mercantile and public bodies 

throughout the world and concert and promote measures for the protection of the trade, 

industry and persons engaged therein. 

19. To pay any premium or salaries and to pay for any property, rights or privileges acquired 

by the company or for services rendered or to be rendered in connection with the 

promotion, formation of or the business of the company or for services rendered or to be 

rendered by any person, firm or body corporate in placing or assisting to place or 

guaranteeing the placing of any of shares of the company or any debentures, debenture 

stock or other securities of the company or otherwise either wholly or partly in cash or in 

shares, bonds, debentures or other securities of the company and to issue any such shares 

either as fully paid up or with such amount credited as paid up thereon as may be agreed 

upon and to charge any such bonds, debentures or other securities upon all or any part of 

the property of the company. 

20. To pay out of the funds of the company all costs, charges and expenses preliminary and 

incidental to the promotion, formation, establishment and registration of the company and 

to take into consideration and to approve and confirm all acts, deeds and things that may 

be done or entered into with any person, firm or body corporate by the promoters of the 

company and further to enter into any agreement, arrangement on contract with the 

promoters and to reimburse them for all costs and expenses that may be incurred by them 

in or in connection with the formation or promotion of the company. 

21. To subscribe or donate or guarantee money for national philanthropic, charitable, 

benevolent, public general or useful object, fund or organization, association or 

institution or for any exhibition or for any purpose which may be likely directly or 

indirectly to further the objects of the company or the interest of its members subject to 

the provisions of the Companies Act, 2013.  
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22. On winding up of the company, to distribute all or any of the property of the company 

amongst the members in specie or in kind or proceeds of sale or disposal of any property 

of the company but so that no distribution amounting to a reduction of capital be made 

except with the sanction (if any) for the time being required by law and subject further 

section of Companies Act, 2013. 

23. To establish and maintain or procure the establishment and maintenance of any provident 

fund or any contributory or non-contributory pension or superannuation fund and to give 

or procure the giving of donations, gratuities, pensions, allowances, emoluments, bonus, 

profit sharing bonus, benefits or any other payment to any person who are or where at 

any time in the employment or service of the company or its predecessors in business or 

of any company which is a subsidiary of the company or is allied to or associated with 

the company or any such subsidiary or who are or were at any time Directors or Officers 

of the company or any such other company as aforesaid and the wives, widows, families, 

dependents or connections of any such persons and to provide for the welfare of all or 

any of the aforesaid persons from time to time by subscribing, subsidizing or contributing 

to any institutions, associations, funds, clubs, trusts, profits sharing or other schemes and 

by building or contributing to the building of dwelling houses or quarters and by 

providing, subscribing or contributing towards places of instructions and recreation, 

hospitals and dispensaries, medical and other attendance and to make payments to or 

towards the insurance of any such person as aforesaid and to do any of the matters 

aforesaid either alone or in conjunction with any such other company as aforesaid and to 

regulate and control the terminal/retirement benefits of the retirees of the company that 

includes but not limited to pension, gratuity and leave encashment. 

24. To sell or dispose of the undertaking of the Company or any other part thereof for such 

consideration as the Company may think fit and in particular for shares, debentures or 

securities of any other association, corporation or company, to promote or aid in the 

promotion of any other company or partnership for the purpose of acquiring all or any of 

the properties, rights or liabilities of the Company or for any other purposes which may 

seem directly or indirectly calculated to benefit the company. 

25. (a) To enter into agreements and contracts with foreign individuals, companies or other 

organizations for purchase of equipments and for technical, financial or any other 

assistance, for carrying out all or any of the objects of the Company.  
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(b) To enter into any agreement with any Government or authorities (municipal, local or 

otherwise) or any corporations, companies or persons which may seem conducive to the 

Company’s objects and to obtain from any such Government, authorities, corporations, 

companies or persons any contract, right, privilege and concessions which the Company 

may think desirable and to carry out, exercise and comply with any such contract, right, 

privilege and concession. 

 

(c ) To enter into contracts of indemnity and guarantee. 

26.  To undertake all the activities of export/import house and foreign exchange dealers as 

may be permitted by law. 

27. To enter into partnership or into any arrangement for joint working, sharing or pooling 

profits, amalgamation, union of interests, cooperation, joint venture, reciprocal 

concession or otherwise or amalgamate with any person or company carrying on or 

engaged in or about to carry on or engaged in any business or transaction which the 

company is authorised to carry on or engaged in or any business undertaking, or 

transaction which may seem capable of being carried on or conducted so as directly or 

indirectly to benefit the Company. 

28. To subscribe for, underwrite, purchase, otherwise acquire and to hold, dispose of any deal 

with the shares, stocks, securities and evidences of indebtedness or the right to participate 

in profits or other similar documents issued by any Government, authority, corporation or 

body or by any company or body of persons and any option or right in respect thereof. 

29. To create any depreciation fund, reserve fund, sinking fund, insurance fund or any other 

fund, whether for depreciation or for repairing, improving, extending or maintaining any 

of the properties of the Company or redeemable preference shares or for any other 

purposes whatsoever conducive to the interests of the Company. 

30. To acquire, stocks or securities in or of any company carrying on any business which this 

Company is entitled to carry on or of any other company or undertaking the acquisition 

of which, may seem likely or calculated directly or indirectly to promote or advance the 

interests of or be advantageous or beneficial to the Company and to sell or dispose of or 

transfer any such shares, stocks or securities. 

31. To promote, organise or carry on the business of consultancy services in any field of 

activity in which it is engaged in. 
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32. To promote or concur in the promotion of any company or a Special Purpose Vehicle 

(SPV), the promotion of which shall be considered desirable in furtherance of the objects 

or any object of the Company. 

33. To lend money on property or on mortgage of immovable property or against Bank 

Guarantee and to make advances of money against future supply of goods and services on 

such terms as the Directors may consider necessary and to invest money of the Company 

in such manner as the Directors may think fit and to sell, transfer or deal with the same. 

34. Subject to the provisions of the Companies Act, 2013, may amalgamate or merge with or 

to amalgamate, any other Company or Companies to be a part of schemes for 

rescheduling and arrangement including consolidation, merger and division of companies 

enter into partnership or into any arrangements for sharing profits, union of interest, co-

operation, joint venture, reciprocal concession or otherwise, with any person or company 

or companies, enter into working arrangements of all kinds with companies, corporations, 

firms or persons and also to make and carry into effect arrangements with respect to 

union of interest or amalgamation either in whole or in part. 

 

Clause–4 Liability Clause: Initial shareholding will be limited between the Government of 

Himachal Pradesh & Shimla Municipal Corporation (SMC) in the 49:51 ratios (Government of 

Himachal Pradesh Shimla Municipal Corporation) and this percentage may vary from time to 

time. The liabilities of the members will be limited to same extent to the amount of their unpaid 

share capital only. In case of demand from other areas/agencies and involvement of private 

sector the composition of shareholding will change but the combined shareholding of the 

Government of Himachal Pradesh and Shimla Municipal Corporation will always be higher than 

that of other share holders. 
 
 

Clause–5 Capital Clause:The Authorized Share Capital of the Company shall beRs.10,00,000/- 

(Rupees Ten Lakh only) divided into 10000 (Ten Thousand) Equity Shares of Rs.100/- (Rupees 

hundred only) each. 

 

Clause–6 Subscription Clause:We, the several persons, whose names andaddresses are 

subscribed, are desirous of being formed into a company in pursuance of this Memorandum of 

Association and we respectively agree to take the number of shares in the capital of the company 

set opposite our respective names: 
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                                                                                                                                                                   Annexure-B 

 

                                                                                                                                                                                                                                                              

Companies Act, 2013 

 
(COMPANY LIMITED BY SHARES) 

 
 
 
 

ARTICLES OF ASSOCIATION 

 
OF 

 

SHIMLA JAL PRABANDHAN NIGAM LIMITED (SJPNL) 

 
(A Government Undertaking) 

 
 

Table F Shall not Apply 
 
(1) The Regulations contained in “Table F” of Schedule I to the Companies Act, 2013 shall not 
apply to the company, except in so far as the same are repeated or expressly made applicable in 
these articles or by the said Act. 
(2) These regulations for the management of the Company and for the observance by the 
members thereto and their representatives shall be subject to deletions, alterations or additions 
made pursuant to the statutory powers under the Companies Act, 2013 from time to time. 
 
1. Interpretation:- 
 
In the interpretation of these Articles, the following expressions shall have the following 
meanings unless repugnant to or inconsistent with the subject or context. 
 
a. "The Company means any Company registered under the Companies Act, 2013" 

whereas "this Company" means „SHIMLA JAL PRABANDHAN NIGAM 

LIMITED(SJPNL)‟ hereinafter called the Company; 
 
b. “Act” means the Companies Act, 2013 and shall include any statutory modification 

orRe-enactment thereof, from time to time; 
 
c. “Applicable Law” means any statute, law, regulation, ordinance, rule, judgment, 

order,decree, bye-law, approval from any Competent Authority directive, guideline, 

policy, requirement, or other government restriction or any similar form of decision, or 

determination by, or any interpretation or administration having the force of law of any 

of the foregoing, by any Competent Authority having jurisdiction over the matter in 

question, whether in effect or at any time thereafter; 
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d. “Articles” or “Articles of Association” means these Articles of Association of 
theCompany, as amended from time to time; 

 
e. “Auditor” means Auditor appointed under Section 139 of the Companies Act 2013; 

  
f. “Board of Directors” or “Board” means the collective body of the Directors; 
 
g. “Board of Meeting” means a meeting of the Board at which a Quorum is present; 
 
h. “Business Day” means any day on which banks are open for business in the State of  

“Himachal Pradesh”. 
 
i. Central Government means Ministry of Housing and Urban Affairs, and 

otherdepartments of Government of India. 
 
j. Chairperson means the Chairperson of the Board of Directors, as appointed as 

perprovision of this AoA and as per notification issued by the GoHP. 
 
k. “Chief Executive Officer” means executive officer as defined under Section 2(18) 

ofthe Companies Act, 2013. 
 
l. “Circular  Resolution”  means  resolution  within  the  meaning  of  section  175  of  

Companies Act, 2013; 
 
m. “Directors” mean the Directors as appointed to the Board of the Company. 
 
n. “Employees” mean the employees who will be appointed by the decision of BOD of 

theCompany and shall also include the employees seconded/deputed from other 

departments/Boards/Corporations of the GoHP and Municipal Corporation Shimla to 
serve in favour of the Company. 

 
o. “Employees Stock Option” means employees stock options as defined 

underCompanies Act, 2013. 
 
p. “Extraordinary General Meeting” means an Extra Ordinary General meeting of 

themembers held in accordance with the provisions of section 100 of the Companies Act, 

2013. 
 
q. “Financial Year” has the meaning assigned to it pursuant to the provisions of 

section2 (45) of the Act. 
 
r. “General Meeting” means meeting of the members of the company.  
s. “Government Authority” or “Regulatory Authority" means any court, 

tribunal,arbitrator, statutory or regulatory authority, agency, commission, official or 
other instrumentality of India or any other country as applicable; 

 
t. “Grants” means funds given by the Central Government or State Government to 

thethe Company and to be utilized for the specific purpose as to be prescribed by the 

Central Government or State Govt. 
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u. “In Writing” and “Written” include printing, lithography and other modes 
ofrepresenting or reproducing words in a visible form. 

 
v. “Independent Director” means Directors as defined under section 149 (6) as 

perCompanies Act, 2013. 
 
w. “Losses” means any and all damages, fines, fees, penalties, deficiencies, losses 

andexpenses (including without limitation interest, court costs, fees of legal counsel, 

accountants and other experts or other expenses of litigation or other proceedings or of 
any claim, default or assessment). 

 
x. “Managing Director” means a director who, by virtue of the articles of a company or an 

agreement with the company or a resolution passed in its general meeting, or by its Board 

of Directors, is entrusted with substantial powers of management of the affairs of the 
company and includes a director occupying the position of Managing Director. 

 

y. “Member” means member under Section 2(55) of Companies Act, 2013. 
 
z. “Memorandum of Association” means the Memorandum of Association of the 

Company as amended from time to time; 
 

z(a) “Month” means calendar month; 
 

aa. “Municipal Act” means the H.P. Municipal Corporation Act, 1994. 
 
bb. “New Securities” shall have the meaning as set out in these presents; 
 
cc. “Office” means the registered office for the time being of the Company. 
 
dd. Ordinary and special resolutions Shall have meaning assigned thereto by Section 114of 

the Companies Act, 2013. 
 
ee. “Paid-up Capital” in relation to the Share Capital of the Company means the 

amountcredited as paid up in respect of Shares, which are subscribed, issued and allotted. 
 
ff. “Proxy” is an instrument whereby any person is authorized to vote for a member at 

aGeneral Meeting on poll; this is as per section 105 of Companies Act, 2013. 
 
gg. “Quorum” means a quorum for a Board Meeting, a quorum for a meeting of 

committeeof the Board or a quorum for a General Meeting as prescribed in the Act and as 

provided herein; as per section 174 of Companies Act 2013. 
 
hh. “Registrar of Companies” means the Registrar of Companies, under whose 

jurisdictionRegistered Office of the company is for the time being situated. 
 
ii. “Register of Member” means the Register of Members to be kept pursuant to the 

Act,and the Register and index of beneficial owner maintained by the depository under 
Depositories Act, 1996; 

 
jj. “Seal” means the Common Registered Seal of the Company. 
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kk. “SEBI” means the Securities and Exchange Board of India; 
 
ll. “Secretary” means the Company Secretary as defined under Section 2(24) of 

CompaniesAct, 2013; 
 
mm. “Securities” means shares or any warrants, debentures, preference shares or 

debtinstruments or other securities which are convertible into or exchangeable for Shares 
or any equity-linked securities or options or rights entitling the holder to subscribe to or 

acquire Shares, and includes hybrids; 
 

“Shares” or “a Share” means Share in the capital of the Company, whether held in tangible 

orfungible form and includes stock except where a distinction between stock and shares is 
expressed or implied; 
 

nn. “State Government” means the Government of Himachal Pradesh. 
 
oo. “Urban Local Body” means Municipal Corporation, Shimla–Himachal Pradesh. 
 

2(a) Company is a Public Ltd. Company: 
 

The Company, SHIMLA JAL PRABANDHAN NIGAM LIMITED (SJPNL) is a Public 
Limited Company. 
 

The number of members of the Company may exceed two hundred excluding:-

--Persons who are in the employment of the Company; and 

 
--Persons who, having been formerly in the employment of the Company, were members of the 
Company, while in that employment and have continued to be members after the employment 

ceased. 
 

Provided further, that where two or more persons hold one or more shares in the Company 
jointly, they shall for the purposes of this clause, be treated as a single member. 
 

b) Any invitation to the public to subscribe for any shares in or debentures of the Company is not 
prohibited or restricted. 
 
c) The right of transfer of shares is permitted. 
 

3. Key Functions and Responsibilities of the Company:- 
 

The Company, SHIMLA JAL PRABANDHAN NIGAM LIMITED (SJPNL) will plan, 

implement, manage and provide water and waste water services as per the Object Clause of the 
Memorandum of Association. 
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4. SHARE CAPITAL:- 

 

4.1 Authorized Share Capital:- 

 

(a) The Authorized Share Capital of the Company shall be such amount as stated in clause -5 

of the Memorandum of Association of the Company including amendments thereto if any. 

Presently, it is Rs.10,00,000/- only. 
 
(b) The minimum paid up share capital of the company shall be Rs.10,00,000/- only . 

 
(c) The Authorized Share Capital of the Company is Rs.10,00,000/- (Rupees Ten Lakh only) 

divided into 10000 (Ten Thousand) Equity Shares of Rs.100/- (Rupees hundred only) each. 

However, the Authorized Share Capital may be divided into several classes attaching thereto any 

preferential rights, privileges or condition shares with differential rights, which could be altered 

and/or reclassified from time to time, in accordance with the terms hereof and legislative 

provisions for the time being in force in this behalf. 
 

(e) Power to issue Preference Shares: The Company shall have the power to issue 

preference share subject to the provision of the act and a special resolution authorizing such issue 
which shall prescribe the manner, terms and condition of redemption and conversion if any. 
 
(f) Issue of shares for consideration other than cash: Subject to these articles and the 

provisions of the act, the Board may issue and allot shares in the capital of the company as 

payment /part payment or in part considerations of the purchase for acquisition of any property 
or for service rendered to the company in the conduct of its business, and such shares shall 

become debt due to and recoverable by the company from the allottees thereof and shall be paid 
them accordingly. 
 

4.2 Company‟s shares not to be purchased:-Notwithstanding anything contained in these 

articles but subject to the provisions of sections 67 to 70 and any other applicable provisions of 
the Act or any other law for the time being in force, the company may purchase its own shares or 

securities or giving loans for purchase of such shares. 
 

4.3 Issue and Allotment of Shares:- Save as aforesaid and subject to these presents, the shares, 

whether forming part of the original capital or of any increased capital of the Company, shall be 

issued and allotted to such persons, on such terms and conditions and either at premium or at par 

and at such times as the BOD may think it but subject to the provisions of the act, provided that 

the options / right to call up shares shall not be given to any person / persons without the sanction 

of the company in general meeting. 
 

4.4 Call Money on shares to be duly paid:-If, by the conditions of allotment of any shares the 

whole /part of the amount or issue price thereof, shall be payable by calls, every such installment 

shall, when due, be paid to the company by the persons who, for the time being and from time to 

time shall be the registered holder of the shares of the company. 
 

4.5 Liability of Joint-holders:-The joint holders of a share shall be, severally as well as jointly, 
liable for the payment of all installments and calls due in respect of such shares. 
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4.6 Shares to be numbered progressively and no shares to be sub-divided:- The shares in the 
capital shall be numbered progressively according to their several denominations, and except in 

the manner herein mentioned, no share shall be subdivided. 
 

4.7 Acceptance of shares:-Any application signed by the applicant for shares in the Company, 
followed by an allotment of any share therein, shall be an acceptance of shares within the 

meaning of these presents; and every person who, thus or otherwise, accepts any shares and 
whose name is on the Register of Members shall, for the purpose of these presents, be a Member. 
 

4.8 Liability of Members:-Every member or his heirs, executors, administrators shall pay to the 
Company the portion of the capital represented by his share or shares which may, for the time 

being remain unpaid thereon, in such amounts, at such time or times and in such manner as the 
Board of Directors shall, from time to time, require or fix for the payment thereof. 
 

4.9 Acceptance of shares:-Any application signed by the applicant for shares in the Company, 

followed by an allotment of any share therein, shall be an acceptance of shares within the 

meaning of these presents; and every person who, thus or otherwise, accepts any shares and 
whose name is on the Register of Members shall, for the purpose of these presents, be a Member. 
 

4.10 Liability of Members:-Every Member or his heirs, executors, administrators shall pay 
tothe Company the portion of the capital represented by his share or shares which may, for the 

time being remain unpaid thereon, in such amounts, at such time or times and in such manner as 
the Board of Directors shall, from time to time, require or fix for the payment thereof. 
 

4.11 Trust not recognized:-Except, as ordered by a Court of competent jurisdiction or 
asprovided by the Act, no notice of any trust, express, implied or constructive shall be entered on 

the Register of Members or of Debenture holders of the Company. 
 

5. Raising and Utilization of Funds:- 
 
(i) The Company may raise additional finance to the extent permitted by law including but 
not limited to by means of (a) Loans and Subsidies, (b) By way of deposits; (c) User Charges, 
Taxes, Surcharges (d) Grants by State Government, Municipal Corporation Shimla and Central 
Government. Such additional funds may be utilized by the Company for such purpose that the 
Board deems fit subject to the policies laid down by the respective Governments or Municipal 

Corporation Shimla. 
 

(ii) Funds given by Central Government to the Company will be in the shape of tied grants. 
These funds given by the Central Government as “Tied Grants” will be kept in a Separate Grant  
Fund. The Grant Fund will be utilized only for the purposes given in the Mission Statement and 
Guidelines and subject to the conditions laid down by the Central Government in this regard. 
 

6. SHARE CERTIFICATES:- 

 

6.1 Certificates- how to be issued:- 

 

The Certificate of title to shares shall be issued under the Seal of the Company and shall bear the 

signature of any person or persons authorized by the Board in that behalf. The Company shall 

within two months {section 56 (4)(b) of Companies Act 2013}after the allotment of shares, 
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complete delivery of the certificates of shares allotted. The Director may sign a share certificate 

by affixing his signature thereon by means of any machine equipment or other mechanical means 

such as engraving in metal or lithography. Notwithstanding anything contained in this Article, 

the certificates of title to shares may be executed and issued in accordance with such other 

revisions of the Act or the Rules made there-under, as may be in force for the time being and 

from time to time. 
 

6.2 Member‟s right to Certificate:- 

 

Every Member shall be entitled, free of charges, to one certificate for all the shares registered in 

his name. And the particulars of every share certificate issued shall be entered in the Register of 

Members against the name of the person, to whom it has been issued, indicating the date of 

issue(s). Every certificate of shares shall specify the number and the denoting number/numbers 

of the shares in respect of which it was issued and the amount paid up thereon. For each further 

certificate, the Directors shall be entitled, but shall not be bound, to prescribe a charge not 

exceeding one rupee. The Company shall comply with the provisions of Section 56 of the Act. 
 

6.3 Fractional Certificate:- 
 

The Company may issue such fractional certificates as the BOD may approve in respect of any 

of the shares of the company, on such terms as the BOD thinks fit, as to the period within which 
the fractional certificates are to be converted into share certificates. 
 

6.4 Issue of new Certificate in place of defaced, lost or destroyed:- 
 

(i) If any certificate be worn out or defaced or torn or otherwise mutilated or there is no 
further space on the back thereof for endorsement of transfer, then upon production thereof to the 
Board of Directors, they may order the same to be cancelled and may issue a new certificate in 
lieu thereof; and if any certificate be lost or destroyed, then, upon proof thereof to the satisfaction 
of the Board of Directors and on such indemnity as the Board deems adequate being given and 
the payment of out-of-pocket expenses incurred by the Company and upon such advertisement 
being published as the Board may require, a new certificate in lieu thereof shall be given to the 
party entitled to such lost or destroyed certificate. Such sum not exceeding two Rupees as the 
Board of Directors may from time to time prescribe shall be, paid to the Company for every 
certificate issued under this Article, provided that no fee shall be charged for issue of new 
certificates in replacement of those which are old, decrepit or worn out or where the pages on the 
reverse for recording transfers have been fully utilised. When a new share certificate has been 
issued in pursuance, it shall state on the face of it and against the stub or counterfoil to the effect 
that it is "duplicate issued in lieu of share certificate No.____." The word "Duplicate" shall  
be stamped or punched in bold letters across the face of the share certificate. Where a new share 

certificate has been issued in pursuance of this Article, particulars of every such share certificate 

shall be entered in a Register of Renewed and Duplicate Certificates indicating against the names 

of the persons to whom the certificate is issued, the number and date of issue of the share 

certificate in lieu of which the new certificate is issued and the necessary changes indicated in 

the Register of Members by suitable cross reference in the "Remarks" column. 
 

(ii) All blank forms to be used for issue of Share Certificates shall be printed and the printing 

shall be done only on the authority of a resolution of the Board. The blank forms shall be 
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consecutively machine-numbered and the forms and the blocks engravings, facsimiles and hues 

relating to the printing of such forms shall be kept in the safe custody of the Secretary or of such 

other person as the Board may appoint for the purpose; and the Secretary or the other person 

aforesaid shall be responsible for rendering an account of these forms to the Board. 
 
(iii) Chief Executive Officer of the Company for the time being or, if the Company has no Chief 

Executive Officer, every Director of the Company shall be responsible for the maintenance, 
preservation and safe custody of all books and documents relating to the issue of Share 

Certificates except the blank forms of Share Certificate refer to Article 4 and 6. 
 

6.5 Issue of Certificate to Joint-holders 
 

The Certificate of Shares registered in the names of two or more persons shall be delivered to the 
person first named in the Register. 
 

6.6 The first name of Joint-holders deemed sole holder 
 

If any share stands in the names of two or more persons, the person first named in the Register 

shall, as regards receipt of dividends or bonus, or service of notices or any other matter 

connected with the Company except, voting at meetings and the transfer of the shares, be 

deemed the sole holder thereof, but the joint holders of a share shall be, severally as well as 

jointly, liable for the payment of all installments and calls due in respect of such share and for all 

incidents thereof, according to the provisions of the Act. 
 

6.7 Calls:- 
 

The Board of Directors may, from time to time, by resolution passed at a meeting of the Board of 

Directors, and not by a circular resolution, make such calls, as they think fit, upon the members 

in respect of all moneys unpaid on the shares held by them (whether on account of the nominal 

value of the shares or by way of premium) and not by the conditions of allotment thereof made 

payable at fixed times. Each member shall pay the amount of every call so made on him, to the 

persons, and at the time and place appointed by the Board of Directors. A call may be made 

payable by installments and shall be deemed to have been made when the resolution of the Board 

of Directors authorizing such calls was passed. 
 

6.8 Notice of Call:- 
 

Subject to the provisions of the Agreement, at least fourteen (14) days notice of any call shall be 

given by the Company specifying the time and place of payment and to whom such calls shall be 

paid, provided that, before the time for payment of such call, the Board of Directors may, by 
notice in writing to the members, revoke the same or extend the time for payment thereof. 
 

6.9 Call to date from Resolution:- 

Call shall be deemed to have been made at the time when the resolution authorizing such call 

was passed at a meeting of the Board and may be made payable by those members whose names 
appear on the register of members on such dates, or at the discretion of the Directors on such 

subsequent dates as may be fixed by the Directors. 
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6.10 Amount payable at fixed times or by installments payable as calls:- 
 

If, by the terms of issue of any share or otherwise, any amount is or becomes payable on 

allotment or at any fixed date or by installments at fixed time, whether on account of the nominal 

amount of the share or by way of premium, every such amount or installment shall be payable as 

if it were a call duly made by the Board of Directors and payable on the date on which, by the 

terms of issue or otherwise, such sum becomes payable and of which due notice has been given. 

In case of non-payment of such sum, all the relevant provisions herein contained as to payment 

of interest and expenses, forfeiture or otherwise shall apply as if such amount had become 

payable by virtue of a call duly made notified. 
 

6.11 When interest on call or installment payable:- 
 

If a sum payable in respect of any call or installment be not paid on or before the day appointed 

for payment thereof, the holder for the time being of the share in respect of which the call shall 

have been made or the installment shall be due, shall pay interest at such rate as the Board of 

Directors may determine. The Board of Directors may, however, in their absolute discretion, 

waive payment of any interest. 
 

6.12 Evidence in action for call:- 
 

On the trial or hearing of any action for the recovery of any money due for any call, it shall be 

sufficient to prove that the name of the member sued is entered in the register as the holder or 

one of the holders, of the shares, in respect of which such debt accrued, that the resolution 

making the call is duly recorded in the minute book and that notice of such call was duly given to 

the member sued, in pursuance of these presents and it shall not be necessary to prove the 

appointment of the Directors who made such call, nor that of a quorum nor any other matters 

whatsoever and the proof of the matters aforesaid shall be conclusive evidence of the debt. 
 

6.13 Partial payment not to preclude forfeiture:- 
 

Neither a judgment nor a decree in favour of the Company for calls or other moneys due in 

respect of any shares, nor the receipt by the Company of a portion of any money, which shall 

from time to time be due from any member in respect of any shares either by way of principal or 

interest, nor any indulgence granted by the Company in respect of payment of any such money 

shall preclude the Company from thereafter proceeding to enforce a forfeiture of such shares as 

herein provided. 
 

6.14 Payments of call in advance:- 
 

The Board of Directors may, if they think fit, receive from any member willing to advance the 

same, all or any part of the sum due upon the shares held by him beyond the sums actually called 

for, and upon the moneys so paid in advance or so much thereof, as from time to time exceeds 

the amount of calls then made upon the shares in respect of which such advance has been made, 

the Company may (until the same would but for such advance become presently payable) pay 

interest at such rate not exceeding nine (9) per cent per annum to the member paying such sum in 

advance and the Board of Directors may agree upon and the Board of Directors may at any time 

repay the amount so advanced upon giving to such member three (3) months notice in writing. 

The member making such advance payment shall not, however, be entitled to dividend or to 
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participate in profits of the Company or to any voting rights in respect of the money so paid by 

him until the same would, but for such payment, become presently payable. 
 

 

6.15 Proof on trial of suit for money due on shares:- 
 

On the trial or hearing of any action or suit brought by the Company against any Member or his 

representatives for the recovery of any money claimed to be due to the Company in respect of his 

shares, it shall be sufficient to prove that the name of the Members in respect of whose shares the 

money is sought to be recovered, appears entered on the Register of Members as the holder, at or 

subsequently to the date at which the money sought to be recovered is alleged to have become 

due on the shares in respect of which such money is sought to be recovered, that the resolution 

making the call is duly recorded in the Minutes Book; and that notice of such call was duly given 

to the Member or his representatives so sued in pursuance of these Articles; and it shall not be 

necessary to prove the appointment of the Directors who made such call nor that a quorum of 

Directors was present at the Board at which any call was made, nor that the meeting at which any 

call was made was duly convened or constituted nor any other matters whatsoever, but the proof 

of the matters aforesaid shall be conclusive evidence of the debt. 
 

6.16 Payment in anticipation of calls may carry Interest:- 
 

(i) The Board may, if it thinks fit, agree to and receive from any Member willing to advance the 

same, all or any part of the amounts of his respective shares beyond the sums, actually called up 

and upon the moneys so paid in advance, or upon so much thereof, from time to time, and at any 

time thereafter as exceeds the amount of the calls then made upon and due in respect of the 

shares on account of which such advances are made the Board may pay or allow interest, at such 

rate as the Member paying the sum in advance and the Board agree upon. The Board may agree 

to repay at any time any amount so advanced or may at any time repay the same upon giving to 

the Member three months' notice in writing. Provided that moneys paid in advance of calls on 

any shares may carry interest but shall not confer a right to dividend or to participate in profits. 
 
(ii) No Member paying any such sum in advance shall be entitled to voting rights in respect 
of the moneys so paid by him until the same would but for such payment become presently 
payable.  
6.17 Members not entitled to privileges of membership until their portion of shares are 

fully paid:- 
 

No members shall be entitled to receive any dividend or to exercise any privilege as a member, 
including such privilege of voting, until he / she shall have paid his portion of shares at full. 
 

7. FORFEITURE AND LIEN:- 
 

7.1 If call or installment not paid, notice may be given:- 
 

If any member fails to pay any call or installment on or before the day appointed for the payment 

of the same, the Board of Directors may at any time thereafter, during such times as the call or 

installment remains unpaid, serve a notice on such member requiring him to pay the same 

together with any interest that may have accrued and all expenses that may have been incurred 

by the Company by reason of such non-payment. 
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7.2 Form of notice:- 
 

The notice shall name a day (not being earlier than the expiry of fourteen (14) days from the date 
of service of the notice) and a place(s), on and at which such call or installment and such interest 
and expenses as aforesaid are to be paid. The notice shall also state that in the event of non- 

payment on or before the time and at the place appointed, the shares in respect of which the call 
was made or installment is payable will be liable to be forfeited. 
 

7.3 If notice not complied with, shares may be forfeited:- 
 

If the requisitions of any such notice as aforesaid are not complied with, any shares in respect of 

which such notice has been given may, at any time thereafter, before payment of all calls or 

installments, interest and expenses, due in respect thereof, be forfeited by a resolution of the 

Board of Directors to that effect. Such forfeiture shall include all dividends declared in respect of 

the forfeited shares and not actually paid before the forfeiture. 
 

7.4 Notice of forfeiture:- 
 

When any share has been so forfeited, notice of the resolution of the Board of Directors shall be 

given to member in whose name it stood immediately prior to the forfeiture and an entry of the 

forfeiture with the date thereof shall forthwith be made in the register of members, provided 

however, that the failure to give the notice will not in any way invalidate the forfeiture. 
 

7.5 Forfeited shares to become property of the Company:- 
 

Any shares so forfeited shall be deemed to be the property of the Company and the Board of 
Directors may sell, re-allot and other-wise dispose of the same in such manner as they think fit. 
 

7.6 Power to annul forfeiture:- 
 

The Board of Directors may, at any time, before any shares so forfeited shall have been sold, re-

allotted or otherwise disposed of, annual the forfeiture thereof as a matter of grace and favour but 
not as of right, upon such terms and conditions as they may think fit. 
 

7.7 Arrears to be paid notwithstanding forfeiture:- 
 

Any member whose shares shall have been forfeited shall, notwithstanding the forfeiture, be 

liable to pay and shall forthwith pay to the Company all calls, installments, interest and expense, 

owing upon or in respect of such shares at the time of forfeiture, together with interest thereon; 

from the time of forfeiture until payment, at the rate twelve (12) per cent per annum and the 

Board of Directors may enforce the payment of such moneys or any part thereof if they think fit, 

but shall not be under any obligation so to do. 
 

7.8 Effect of forfeiture:- 
 

The forfeiture of a share shall involve the extinction of all interests in and also of all claims and 

demands against the company in respect of the share and all other rights incidental to the same, 
except only such of those rights as by these presents are expressly saved. 
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7.9 Certificate of forfeiture:- 
 

A certificate in writing under the hands of a Director or the Secretary of the Company, that the 

call in respect of a share was made and notice thereof given and that default in payment of the 

call was made and that the forfeiture of the shares was made by a resolution of the Board of 

Directors to that effect, shall be conclusive evidence of that fact stated therein as against all 

persons entitled to such share. 
 

7.10 Title of purchaser and allottees of forfeited shares:- 
 

The Company may receive the consideration, if any, given for the share on any sale, re-allotment 
or other disposal thereof and may execute transfer of the share in favors of the person to whom 

the share is sold or disposed of and the person to whom such share is sold, re-allotted or disposed 

of may be registered as the holder of the share. Any such purchaser or allottee shall not (unless 

by express agreement) be liable to pay any calls, amounts, installments, interest and expenses 

owing to the Company prior to such purchase or allotment not shall he be entitled (unless by 

express agreement) to any of the dividends, interest or bonuses accrued or which might have 

accrued upon the share before the time of completing such purchase or before such allotment. 

Such purchaser or allottees shall not be bound to see to the application of the purchase money, 

ifany, not shall his title to the share be affected by any irregularity or invalidity in the 

proceedings in reference to the forfeiture, sale, re-allotment or disposal of the share. 
 

7.11 Cancellation of share certificates in respect of forfeited shares:- 
 

Upon any sale, re-allotment or other disposal under the provision of the preceding Articles, the 

certificate or certificates originally issued in respect of the relative shares shall (unless the same 

shall on demand by the Company have been previously surrendered to it by the defaulting 

Member) stand cancelled and become null and void and of no effect, and the Directors shall be 

entitled to issue a duplicate certificate or certificates in respect of the said shares to the person or 

persons entitled thereto. 
 

7.12 Company‟s lien on shares:- 
 

The Company shall have no lien on its fully paid-up shares. In the case of partly paid up shares, 

the Company shall have a lien only to the extent of all moneys called or payable at a fixed time 

in respect of such shares, otherwise such partly paid up shares shall be free from any lien of the 

Company. Any lien on shares shall extend to all dividend and bonus from time to time declared 

in respect of such shares. Unless otherwise agreed, the registration of a transfer of shares shall 

operate as a waiver of the Company’s lien, if any on such shares. The Board of Directors may at 

any time declare any shares to be wholly or in part exempt from the provisions of this Article. 
 

7.13 Enforcement of lien by sale:- 
 

For the purpose of enforcing such lien, the Board of Directors may sell the shares subject thereto 

in such manner as they think fit; but no sale shall be made until notice in writing of the intention 

to sell has been served on such member or in the event of his death or insolvency, on his heirs, 

executors or administrators and, default shall have been made by him or them in the payment, 

fulfillment, or discharge of such debts, liabilities, or engagements for seven days after such 

notice. To give effect to any such sale, the Board may authorize any person to execute an 



 

54 
 

instrument of transfer in respect of the shares sold and to transfer the shares sold to the purchaser 

thereof and the purchaser shall be registered as the holder of the shares comprised in any such 

transfer. Upon any such sale as aforesaid, the certificates in respect of the shares sold shall stand 

cancelled and become null and void and of no effect, and the Directors shall be entitled to issue a 

new certificate in lieu thereof to the purchaser concerned. 
 

7.14 Application of proceeds of sale:- 
 

The net proceeds of such sale shall be received by the Company and, after payment of the cost of 
such sale, shall be applied in or towards satisfaction of the debts, liabilities or engagements of 

such member and the residue if any, paid to him, his heirs, executors and administrators or 
assignees or other legal representatives, as the case may be. 
 

7.15 Validity of Sale in lien and after exercise of forfeiture:- 
 

Upon any sale after forfeiture or for enforcing a lien, in purported exercise of the powers 
hereinbefore given, the Board of Directors may appoint any person to execute an instrument of 

transfer of the shares sold and cause the purchaser’s name to be entered in the Register in respect 

of the shares sold and the purchaser shall not be bound to see to the regularity of the proceeding 

nor to the application of the purchase money and after his name has been entered in the Register 

in respect of such shares, the validity of the sale and the entry in the Register in respect of the 

shares sold shall not be impeached by any person. 
 

7.16 Board of Directors may issue new certificates:- 
 

Where any shares under the powers in that behalf herein contained are sold by the Board of 
Directors after forfeiture or for enforcing a lien, and the certificate in respect thereof has not been 
 

delivered to the Company by the former holder of such shares, the Board of Directors may issue 

a new certificate of such shares distinguishing it in such manner as they may think fit from the 
certificate not so delivered. 
 

7.17 Application of forfeiture provisions:- 
 

The provisions of the Articles as to forfeiture shall apply in the case of non-payment of any sum 
which, by the terms of the issue of a share becomes payable at a fixed time, whether on account 

of the amount of the share, or by way of premium, as if the same had been payable by virtue of a 
call duly made and notified. 
 

8. TRANSFER OF SHARES:- 
 

8.1 Restriction on Transfer and Permissible Transfer:- 
 

(i) Any Transfer of Shares or other securities attempted in violation of this Article shall be null 

and void and shall not be binding upon the Company or the Board. The Company shall not 
register the transfer of any securities of the Company, except in the manner and to the extent 

permitted by these Articles.  
(ii) No Shareholder shall sell, transfer or assign its shares or any part thereof at a price lower 
than the par value of the shares, without the express prior written consent of the remaining 
Shareholders.  
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(iii) All transfers of securities shall be subject to applicable law and any covenants under any 
financing agreements or other agreements. 
 

 

8.2 Register of Transfer:- 
 

The Company shall keep a "Register of Transfer", and therein shall be fairly and distinctly 
entered particulars of every transfer or transmission of any share. 
 

8.3 Form of transfer:- 
 

The instrument of transfer shall be in writing and all the provisions of Section 56 of the 

Companies Act and of any statutory modification thereof for the time being shall be duly 

complied with in respect of all transfers of shares and the registration thereof. 
 

8.4 Transfer form to be completed and presented to the Company:- 
 

The instrument of Transfer duly stamped and executed by the Transferor and the Transferee shall 

be delivered to the Company in accordance with the provisions of the Act. The Instrument of the 

Transfer shall be accompanied by such evidence as the Board may require to prove the title of 
Transferor and his right to transfer the shares and every registered Instrument of Transfer shall 

remain in the custody of the Company until destroyed by order of the Board. The Transferor 

shall be deemed to be the holder of such shares until the name of the Transferee shall have been 

entered in the Register of Members in respect thereof. Before the registration of a transfer the 

certificate or certificates of the shares must be delivered to the Company. However, the transfer 

of shares from one Shareholder on behalf of the State Govt./MC SHIMLAs/SMC to another 

Shareholder shall be effected by the Board of Directors as per the notification of transfer of 

shares by the State Govt./ MC SHIMLAs/SMC. 
 

8.5 Transfer Books and Register of Members when closed:- 
 

The Board shall have power on giving not less than seven days' previous notice by advertisement 

in some newspaper circulating in the district in which the Registered Office of the Company is 

situated to close the Transfer Books, the Register of Members or Register of Debenture holders, 

at such time or times and for such period or periods, not exceeding thirty days at a time and not 

exceeding in the aggregate forty-five days in each year. 
 

8.6 Directors may refuse to register transfers:- 
 

The provisions of Section 58 (2) of the Act, will regulate the transfer of securities or other 

interests. Any refusal to register the transfer of the securities within a period of thirty days from 

the date on which the instrument or transfer or the intimation of transmission, as the case may be, 

is delivered to the company, the transferee may, within a period of sixty days of such refusal or 

where no intimation has been received from the company, within ninety days of the delivery of 

the instrument of transfer or intimation of transfer may appeal to the tribunal in accordance with 

subsection 4 of Section 58 of the Act. 
 

8.7 Notice of application when to be given:- where, in the case of partly paid shares, 
anapplication for registration is made by the transferor, the Company shall give notice of the 

application to the transferee in accordance with the provisions of Section 56 of the Act. 
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9. TRANSMISSION OF SHARES:-

9.1 Option to Exercise by Nominee:- 
 
(i) Notwithstanding, anything to the contrary to these Articles, every holder of Shares in, or 

holder of debentures or other securities of the Company may, at any time, nominate in the 
prescribed form, pursuant to Section 72 of the Act and the Rules made there under, any person 

to whom his shares, debentures or other securities shall vest in the event of his death. 
 
(ii) Any person, who becomes a nominee as above, shall, in accordance with and subject to 

Section 72 of the Act, and upon such evidence as may be required by the Board elect either, to be 

registered himself as holder of the share or debenture or other security, as the case may be, or 
 
(iii) To make such transfer of the share or debenture or other security, as the case may be, to the 

person as may be specified by the Board of Directors of the Company at a value to be fixed by 

the Company’s Auditors. 
 

9.2 The Board has a right to decline registration:- 
 

The Board shall, in either case, have the same right to decline or suspend registration, as it would 
have had, if the deceased shareholder or debenture holder as the case may be had transferred the 

shares or debentures, as the case may be, before his death. 
 

9.3 Death of one or more joint-holders of shares:- 
 

In the case of the death of any one or more of the persons named in the Register of Members as 

the joint-holders of any share, the survivor or survivors shall be the only person recognised by 
the Company as having any title to or interest in such share, but nothing herein contained shall be 

taken to release the estate of a deceased joint-holder from any liability on shares held by him 
jointly with any other person. 
 

9.4 Title to shares, etc. of deceased Members:- 
 

Where a shareholder, debenture holder or the holder of other security has not nominated any 

other person pursuant to Section 72 of the Act, the executors or administrators or holders of a 

Succession Certificate or the legal representatives of a deceased member (not being one of two 

or more joint-holders) shall be the only persons recognised by the Company as having any title to 

the shares, debenture, or other securities registered in the name of such person, and the Company 

shall not be bound to recognise such executors or administrators or holders of a Succession 

Certificate or the legal representatives unless such executors or administrators or legal 

representatives shall have first obtained Probate or Letters of Administration or Succession 

Certificate, as the case may be, from a duly constituted Court in the Union of India; provided that 

in any case where the Board in its absolute discretion thinks fit, the Board may dispense with 

production of Probate or Letters of Administration or Succession Certificate, upon such terms as 

to indemnity or otherwise as the Board in its absolute discretion may think necessary and under 

Articles of transfer given ibid register the name of any person who claims to be absolutely 

entitled to the shares standing in the name of a deceased Member as a Member. 
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9.5 No transfer to Infant etc:- 
 

No share shall in any circumstances be transferred to any infant, insolvent or person of unsound 
mind. 
 

9.6 Registration of persons entitled to shares otherwise than by transfer:- 
 

Not Applicable in this case. 
 

9.7 Fee on transfer or transmission:- 
 

Not Applicable in this case. 
 

9.8 Company not liable for disregard of a notice prohibiting registration of a transfer:- 
 

The Company shall incur no liability or responsibility whatsoever in consequence of its 

registering or giving effect to any transfer of shares made or purporting to be made by any 

apparent legal owner thereof (as shown or appearing in the Register of Members) to the 

prejudice of persons having or claiming any equitable right, title or interest to or in the said 

shares, notwithstanding that the Company may have had notice of such equitable right, title or 

interest or notice prohibiting registration of such transfer, and may have entered such notice, or 

referred thereto, in any book of the Company, and the Company shall not be bound or required to 

regard or attend or give effect to any notice which may be given to it of any equitable right, title 

or interest, or be under any liability whatsoever for refusing or neglecting so to do, though it may 

have been entered or referred to in some book of the Company, but the Company shall 

nevertheless be at liberty to regard and attend to any such notice and give effect thereto if the 

Board shall so think fit. 
 

9.9 Title to share of deceased holders:- 
 

The executors or administrators of a deceased member shall be the only persons recognized by 
the Company as having any title to his share, except in case of joint holders, in which case the 
surviving holder or holders or the executors or administrators of the last surviving holder shall be 

the only persons entitled to be so recognized; but nothing herein contained shall release the estate 

of a deceased joint holder from any liability in respect of any share jointly held by him. The 

Company shall not be bound to recognize such executor or administrator unless he shall have 

obtained probate or letters of administration or other legal representation, as the case may be, 

from a duly constituted Court in India having power to grant such probate or letters of 

administration. Provided nevertheless, that in cases which the Board in its discretion consider to 

be special cases and in such cases only, it shall be lawful for the Board of Directors to dispense 

with the production of probate or letter of administration or such other legal representation, upon 

such terms as to indemnity or otherwise, as the Board of Directors may deem fit. The holder of 

succession certificate relating to the share of a deceased member and operative in the State of 

Himachal Pradesh shall be deemed to be an administrator for the purpose of this Article. 
 

9.10 Persons entitled may receive dividends without being registered as members:- 
 

i) A person entitled to a share by transmission on account of death, bankruptcy or insolvency of 

a shareholder shall subject to the right of the Directors to retain any dividends or moneys as 
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provided in these Articles, be entitled to receive, and may give a discharge for, any dividends 

or other moneys payable in respect of the share. 
 
ii) The Shareholder shall procure that the Board in making any decision in relation to the 

declaration of dividends and the appropriation of surplus shall consider the following factors;  
a. the maintenance of prudent and proper reserves including allowance for future 
b. working capital, provision for tax, and other restrictions required by local law;  
c. the due and prudent provision for all actual and carried forward losses of the 

Company;  
d. the due and prudent provision for the payment of all indebtedness, borrowings and 

loans owed by the Company to the Shareholders or to banks and financial institutions 
as unsecured creditors; and  

e. any other factors which the Shareholders may agree to be taken into account.  
iii) The Shareholders shall procure any dividend recommended by the Board to be approved by 

the Shareholders and distributed by the Company not later than 30 days of such approval at a  
General Meeting. The right to dividends will vest on the date of the General Meeting 
approving such dividends and dividends will be paid on each Share, which was registered 

with the Company on the record date.  
The record date for determining entitlement to any such dividend shall be a date 30 days prior to 
the date of the General Meeting to recommend such dividend. 
 

9.11 Board may require evidence of transmission:- 
 

Every transmission of shares shall be verified in such manner as the Board of Directors may 

require and the Company may refuse to register any such transmission until the same is so 

verified or until and unless an indemnity is given to the Company with regard to such registration 

which the Board of Directors in their discretion shall consider sufficient; provided nevertheless 

that there shall not be any obligation on the Company or the Board of Directors to accept any 

indemnity. 
 

9.12 Transfer by legal representative:- 
 

A transfer of the share in the Company of a deceased member thereof, made by his/her legal 

representative shall, although the legal representative is not himself/herself a member, be as valid 

as if he/she had been a member at the time of the execution of the instrument of transfer. 
 

10. INCREASE, REDUCTION AND ALTERATION OF CAPITAL:- 

10.1 Alteration of Capital:- 
 

The Company in General Meeting may, from time to time by an Ordinary Resolution alter the 
conditions of its Memorandum of Association as follows that is to say; 
 

(i) It may increase its share capital by such amount as it thinks expedient by issuing new shares 

to existing shareholders i.e. State Govt./MC SHIMLAs/SMC or to Private and Other investors. 

Even in case private and other equity shareholders are inducted into the Company, State and the 

Shimla Municipal Corporation will together maintain a majority equity shareholding in the 

Company. 
 



 

59 
 

(ii) Consolidate and divide all or any of its share capital into shares of larger amount than its 
existing shares. 
 
(iii) Subdivide its shares, or any of them, into shares of smaller amount than that is fixed by the 

Memorandum, so however, that in the sub-division, the proportion between the amount paid and 

the amount if any unpaid on each reduced share shall be the same as it was in the case of the 

share from which the reduced share is derived. 
 
(iv) Cancel any share which, at the date of the passing of the resolution in that behalf, have not 

been taken or agreed to be taken by any person and diminish the amount if its share capital by 
the amount of the shares so cancelled. 
 
(v) The resolution whereby any share is sub-divided may determine that as between the holders 

of the shares resulting from such sub division one or more of such shares shall have the same 

preference or special advantage as regards dividend, capital or otherwise as compared with the 

others. 
 

10.2 Offer of New Securities:- 
 

Notwithstanding anything herein contained, any securities (“New Securities”), to be issued by 

the Company, shall be first offered for subscription to all Shareholders in proportion to their 
respective shareholding percentages. 
 

10.3 New capital same as existing capital:- 
 

Except so far as otherwise provided by the conditions of issue or by these presents, any capital 

raised by the creation of new shares shall be considered as part of the original capital, and shall 
be subject to the provisions herein contained, with reference to the payment of calls and 

installments, forfeiture, lien, surrender, transfer and transmission, voting and otherwise. 
 

10.4 Redeemable Preference Shares:- 
 

Subject to the provisions of the Section 55 of the Act, the Company shall have the power to issue 

Preference Shares which are or at the option of the Company are liable to be redeemed and the 
resolution authorizing such issue shall prescribe the manner, terms and conditions of redemption. 
 

10.5 Voting right of Preference Holders of Shares:- 
 

The holder of Preference shares shall have a right to vote only on Resolutions which directly 

affect the rights attached to his Preference Shares. The Preference Shareholders shall also be 

entitled to vote on every kind of Resolution placed before the Company at any meeting until and 

then only for so long as their dividends are more than 2 years in arrears preceding the date 

thereof. 
 

10.6 Provisions to apply on issue of Redeemable Preference Shares:- 

On the issue of Redeemable Preference Shares under the Provisions of Article 77 hereof the 
following provisions shall take effect:- 
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(i) no such shares shall be redeemed except out of the profits of the Company which would 
otherwise be available for dividend or out of the proceeds of a fresh issue of shares made for the 
purpose of the redemption;  
(ii) no such shares shall be redeemed unless they are fully paid;  
(iii) The premium, if any, payable on redemption must have been provided for out of the profits 
of the Company or the Company's Share Premium Account before the shares are redeemed; 
 
(iv) where any such shares are redeemed otherwise than out of the proceeds of a fresh issue, 

there shall out of profits which would otherwise have been available for dividend, be transferred 

to a reserve fund, to be called the "Capital Redemption Reserve Account", a sum equal to the 

nominal amount of the shares redeemed and the provisions of the Act relating to the reduction of 

the share capital of the Company shall, except as provided in Section 55 of the Act, apply as if 

the Capital Redemption Reserve Account were paid-up from share capital of the Company. 
 

10.7 Power to vary shareholders rights:- 
 

Whenever the capital, by reason of the issue of Preference Shares or otherwise, is divided into 

different classes of shares, all or any of the rights and privileges attached to each class may 

subject to the provisions of Section 48 of Act be modified, commuted, affected or abrogated, or 

dealt with by agreement between the Company and any person purporting to contract on behalf 

of that class, provided such agreement is ratified in writing by holders of at least three-fourths in 

nominal value of the issued shares of the class or is confirmed by a Special Resolution passed at 

a separate general meeting of the holders of shares of that class. 
 

10.8 Reduction of Capital:- 
 

Subject to the provisions of the Section 66 of the Act and subject to confirmation by the Tribunal 

on an application by the company which may by a special resolution reduce the share capital in 
any manner in a particular way: may- 
 

a) Extinguish or reduce liability on any of its share not paid up or; 
b) Either with or without extinguishing or reducing liability or any of its shares – 
i) Cancel any paid up share capital which is lost or is unrepresented by available assets; or 
ii) Pay off any paid up share capital which is in excess of the wants of the company;  
iii)Alters its Memorandum for reducing the amount of its share capital or of its shares 

accordingly. Provided that no such reduction shall be made if it is in arrears in the repayment of 

any deposits it accepted by either before or after the commencement of the Act or interest 
payable thereof. 
 

 

11. BORROWING POWERS:-

11.1 Power to Borrow:- 
 
Subject to the provisions of section 179 & 180 of Act, the Board of Directors may, from time to 

time, by a resolution passed at a meeting of the Board, accept deposits from members and may 

generally raise or borrow or secure the payment of any sum or sums of money for the Company 

provided however, where the moneys to be borrowed together with the moneys already borrowed 

(apart from temporary loans obtained from the Company’s bankers in the ordinary course of 
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business) exceed the aggregate of the paid-up capital of the Company and its free reserves (not 

being reserves set apart for any specific purpose), the Board of Directors shall not 

borrow such moneys without the consent of the Company in general meeting. 
 

11.2 Conditions for repayment of Moneys borrowed:- 
 

The payment or repayment of moneys borrowed pursuant to above article may be secured in 

such manner and upon such terms and conditions in all respects as the Board of Directors may 

think fit, including by the issue of debentures or debenture stock of the Company, with charge on 

all or any part of the undertakings or property of the Company (both present and further) and its 

uncalled share capital for the time being. 
 

11.3 Debentures to be subject to control of Directors:- 
 

Any debentures, debenture stock, bonds or other securities, issued or to be issued, by the 
Company shall be under the control of the Board Of Directors who may issue them upon such 

terms and conditions and in such manner and for such consideration as they shall consider to be 
for the benefit of the Company. 
 

11.4 Terms of issue of Debentures:- 
 

Any debentures, debenture stock, or other securities may be issued at a discount, premium or 

otherwise, and may be issued on condition that they shall be convertible into shares of any 

denomination, and with privileges and conditions as to redemption, surrender, drawing, 

allotment of shares, attending General Meeting of the Company and right to appoint Directors 

and otherwise. Subject to presents, debentures carrying the right of conversion into or allotment 

of shares shall be issued only with the consent of the Company in General Meeting and subject 

to provisions of Section 53 of the Act. 
 

11.5 Mortgage of uncalled capital:- 
 

If any uncalled capital of the Company is included in or charged by any mortgage or other 

security, the Board of Directors shall, subject to the provisions of the Act and these presents, 

make calls on the members in respect of such uncalled capital in trust for the person in whose 

favor such mortgage or security is executed or, if permitted by the Act, may, by instrument under 

the Company’s Seal, authorize the person in whose favor such mortgage or security is executed 
 

or any other person in trust for him, to make calls on the members in respect of such uncalled 

capital, and the provisions herein before contained in regard to calls shall, mutatis mutandis, 

apply to calls made under such authority, and such authority may be made exercisable either 

conditionally or unconditionally and either presently or contingently and either to the exclusion 

of the Board’s power or otherwise, and shall be assignable if expressed so to be. 
 

11.6 Priority over charge on uncalled capital:- 
 

Where any uncalled capital of the Company is charged, all persons taking any subsequent charge 
thereon shall take the same subject to such prior charge, and shall not be entitled by notice to the 

shareholders or otherwise, to obtain priority over such prior charge. 
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11.7 Indemnity may be given:- 
 

If the Directors or any of them or any other person shall become personally liable for the 

payment of any sum primarily due from the Company, the Board of Directors may execute or 

cause to be executed any mortgage, charge or security over or affecting the whole or any part of 

the assets of the Company, by way of indemnity to secure the Directors or persons so becoming 

liable as aforesaid, from any loss in respect of such liability. 

 

12 BOARD OF DIRECTORS:- 
 

12.1 Company to be managed by a Board of Directors: 
 

Following shall be the composition of Board of Directors of the Company:  
The company shall have the following Board of Directors; 

 

1. Chairperson and Director - Chief Secretary, GoHP 

2. Director - Secretary (Urban Development) ,GoHP 

3. Director - Secretary (Finance) ,GoHP 

4. Director - Secretary, IPH ,GoHP 

5. Director - Mayor/ Dy. Mayor, SMC 

6. Director - Commissioner, SMC 

7. Director - Joint Commissioner, SMC 

8. Director (Whole time) - (Finance) 

9. MD - cum -CEO - Superintending Engineer, IPH/SMC 

10. Indedpendent Director - Representing citizens/ civil society 

11. Independent Director - Water and sanitation sector professional  

 

Following shall be the first Directors of the Company: 

 

1) Chairperson and Director - Sh.VineetChawdhry, IAS, 

   Chief Secretary, GoHP 

2) Director - Sh. Ram Subhag Singh, IAS, 

   Secretary (Urban Development), GoHP 

3) Director - Sh.Anil Kumar Khachi, IAS, 

   Secretary (Finance), GoHP 

4) Director - Sh. Devesh Kumar, IAS, 

   Secretary, IPH,GoHP 

5) Director - Smt.KusumSadrate, 

   Mayor, SMC 

6) Director - Sh. RohitJamwal, HAS, 

   Commissioner, SMC 

7) Director - Sh.VikasSood, HAS, 

   Joint Commissioner, SMC 

8) MD - cum -CEO - Sh. Dharmendra Gill, 

   Superintending Engineer, SMC  
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12.2 Number of Directors: 
 

The Government of Himachal Pradesh and Municipal Corporation Shimla shall from time to 

time, determine the number of Directors of the Company, which shall not be less than three (3) 

and not more than fifteen (15). These Directors would be Whole-Time Directors (Functional 

Directors), Independent Directors, Women Directors, Part time Nominee Directors depending 

upon the requirement from time to time. 
 

12.3 Appointment of Board of Directors: 
 

The Members of the Board of Directors shall be appointed/ nominated by the respective 
shareholders based on the qualifications given above. 
 

i) In   addition   to   the   MD-cum-CEO   and   Functional   Directors   (Director - 
Infrastructure, Director – Finance & Accounts), Additional Directors (such 
asrepresentative of parastatals) may be taken on the Board if considered necessary. 

ii) The Company and Shareholders will comply with the provisions of the Act with respect 
to induction of Independent Directors. 

12.4 Company may increase or reduce the number of Directors 
 

Subject to Sections 149 and 152 of the Act, the Company may, by ordinary resolution, from time 

to time, increase or reduce the number of Directors, within the limits fixed in that behalf by those 

present the Companies Act, 2013 provided that the Board of Directors consists of a minimum of 

two independent directors at all times. In the event of an increase or decrease in the number of 

Directors, the nomination of Directors by each Shareholder shall be in proportion to each 

Shareholder’s interest in the Company, unless otherwise agreed upon by the Shareholders. 
 

12.5 Independent Directors:- 
 

(i) The Company and Shareholders will comply with the provision of the Act with respect to 
induction of independent Directors. The Independent Directors may be selected from the data 
bank maintained by Ministry of Corporate Affairs or as deemed appropriate by the Company.  
(ii) The Independent Director may be appointed for a term of up to five consecutive years on 

the Board subject to the approval of Shareholders of the Company. However, in case of his/her 
reappointment for further five years, approval of the Shareholders of the Company and then 

special resolution passed in general meeting and disclosure of such appointment is made in  
Board’s report is required.  
(iii) The Independent Director shall not be entitled to any stock options. He/she may receive 

remuneration by way of sitting fee, reimbursement of expenses incurred for participation in the 

Board and other committee meetings and profit related commissions as may be approved by the 
members as provided under Section 197 (5) of the Act.  
(iv) An Independent Director shall be held liable only in respect of such acts of omission or 
commission by company which had occurred with knowledge, attributable through Board 

processes and with his/her consent or connivance or where he/she had not acted diligently.  
(v) The Independent Directors shall abide by code of conduct as per Schedule IV of the Act. 
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12.6 Directors‟ Vote:- 
 

a) The approval of the following matters shall require the affirmative vote or express consent of 
a majority of all the members of the Board of Directors present at the meeting; 

 
i. investment of the Company’s funds;  
ii. the merger or consolidation of the Company with, or into, any other company or entity or 

any proposal permitting any other company to consolidate with or merge into the Company, 

or the dissolution, liquidation or declaration of voluntary insolvency of the Company, 
including its recapitalization or reorganization.  

iii. establishment and approval of dividend policy and any declaration of dividends;  
iv. incurring, creating or increasing bonded indebtedness and debt or loan facilities in excess of 

pre-approved limits;  
v. sale, lease, exchange, mortgage, pledge, encumbrance or other disposition or creation of any 

security on or investment of all or any material amount of the Company’s assets, or any of 

the foregoing done outside the normal course of business;  
vi. settlement of the terms and appointment of the Directors subject to the approval of the State 

Govt.  
vii. approval of the annual business plans, annual expense budget and capital expenditures 

budget of the Company or any material variation or deviation thereto;  
viii. the issuance by the Company of new Shares or rights to acquire new Shares and the 

redemption or purchase by Company of its common or preferred shares;  
ix. formation of subsidiaries or joint ventures, where the Company is required to do so under 

the terms of any concession agreement; 

x. prepare rules and policies for pension, retirement and other benefit of the Company’s 
Directors, officers and employees;  

xi. change of any material accounting policy or write-off of any substantial asset within a 
calendar year;  

xii. negotiation, execution and/or amendment of contracts with a Shareholder, and/or its 
subsidiaries or Affiliates, including the technical services agreements; and  

xiii. appointment, replacement or removal of the Company’s external Auditor(s); 
xiv. confirmation and acceptance of the Company’s financial statements;  
xv. change in or setting up of the tariffs or prices for the services to be provided by the 

Company or the setting up of an independent tariff / pricing committee for this purpose.  
xvi. appointment of various officers of the Company for its proper management.  
xvii.As per approved human resource policy of the Company, to create any post or posts, to 

appoint and at its discretion to remove or suspend all such Officers and employees from 

permanent, temporary or special services as it may, from time to time, think fit and to 

determine their powers and duties and fix their salaries, remuneration or emoluments and 

require security in such instances and to such amounts as it may think fit and also without 

prejudice as aforesaid from time to time to provide for the management and transaction of 

the affairs of the Company in any specified locality in such manner as it thinks fit;  
 

12.7 Board may fill up casual vacancies:- 
 

a) If any Director, vacates office as a Director before his term of office expires in the normal 

course, the resulting casual vacancy may be filled up by the Board at a meeting of the Board 
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by appointment thereto of any other person but any person so appointed shall retain his office 

so long only as the vacating Director would have retained the same, if no such vacancy had 

occurred. However, such casual appointment shall be intimated to the Shareholders 

immediately or prior to his/her appointment.  
b) If any causal vacancy has not been filled by the Board up to the date of the Annual General 
Meeting of the Company next following the arising of the vacancy, the same may be filled by 
ordinary resolution of the members at such Annual General Meeting.  
c) Notwithstanding anything contained herein, where a causal vacancy is caused in the Office 
of any Nominee Director, such vacancy shall be filled with only a person nominated by the 
Shareholder/Central Govt./State Govt./SMC whose Nominee Director has vacated such office. 

 

12.8 Additional Directors:- 
 

The Board of Directors shall have the power at any time to appoint any other person or 
persons as a Director or Directors as an additional Director on the Board but the total number 

of Directors shall not at any time exceed the maximum number fixed under the Companies 
Act 2013. Any Director or Directors so appointed shall hold office only until the next 

following Annual General Meeting of the Company and shall then be eligible for re-election. 
 

12.9 Appointment of an Alternate Director:- 
 

The Board of Directors of the Company may appoint an Alternate Director to act for a Director 

(herein called “the Original Director”) during his/her absence for a period of not less than three 

months from the State in which the meetings of the Board are ordinarily held. An Alternate 

Director appointed under this Article shall not hold office for a period longer than that 

permissible to the Original Director in which place he/she has been appointed and shall vacate 

office if and when the Original Director returns to that State. If the term of office of the Original 

Director is determined before he/she so returns to the State, any provision in the Act or in these 

presents for the automatic reappointment of retiring Directors in default of another appointment 

shall apply to the Original Director and not to the Alternate Director. If alternate director is 

appointed in the place of an Independent Director, such director shall also meet with criteria for 
independence as prescribed under the Act. 
 

13 POWERS OF THE BOARD OF DIRECTORS AND THEIR DELEGATION 

 

13.1 General Powers of the Board:- 

 

Subject to the provisions of the Companies Act, 2013, the Board of Directors shall be entitled to 
exercise all such powers, and to do all such acts and things, as the Company is authorized to 
exercise and do, including powers delegated to the Company under Himachal Pradesh Muncipal 
Corporation Act and Himachal Pradesh Water Supply Act.  
Provided that the Board shall not exercise any power or do any act or thing which is directed or 
required, whether under this act or Memorandum or Articles of the Company or otherwise, to be 
exercised or done by the Company in General Meeting. 
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13.2 Delegation of Powers:- 
 

Subject to the restriction imposed by Section 179 of the Act, the Board may, from time to time, 
by a resolution passed at a meeting, delegate to any Committee of Directors, the Managing 

Director, the Manager or any other Officer of the Company, its powers including the powers 
specified in clauses (d) to (f) of section 179(3) of the Act or such other powers as are necessary 

for the smooth running of the business of the Company on such conditions as it may specify. 
 

 

13.3 Authority to Sub-delegate powers:- 

 

Subject to Section 179 of the Act, to sub-delegate all or any of the powers, authorities and 

discretion for the time being vested in the Directors, subject, however, to the ultimate control and 

authorities being retained by it. Any such delegate or attorney as aforesaid may be authorized by 
the Directors to sub-delegate all or any of the power, authorities and discretion for the time being 

vested in them; 

 

13.4 Specific powers given to Board of Directors:- 
 

Without prejudice to the general powers conferred by these Articles and subject to the provisions 
of sections 179,180 and 188 of the Act, the Board shall have following powers namely:- 

 

a). To make bye-laws: 
 

To make, amend and repeal, from time to time, bye-laws for the regulation of the business of the 
Company, its officers and employees.  
b).To pay and charge Interest etc.:-  
To pay and charge to the capital account of the Company interest lawfully payable thereat under 
the provisions of the Act;  
c).To acquire& sell property:-  
To purchase, take on lease or otherwise acquire for the Company property, rights or privileges 
which the company is authorised to acquire at such price and generally on such terms and 
conditions as they think fit;  
Subject to the consent of the Shareholders, to sell or dispose of or transfer the business or 
property, if any, of the Company or any part thereof, on such consideration as the Company may 
deem proper and in particular for shares, debentures or in part similar to those of the Company.  
d). To pay for property in debentures:- 

To pay for any property or right acquired by or services rendered to the Company, either wholly 

or partially in cash, or in shares bonds, debentures, debenture stock or in shares that may be 

issued either as fully paid up or with such amount credited as paid up thereon as may be agreed 

upon and any such bonds, debentures, debenture stock of other securities may be either 

specifically charged upon all or any part of the property of the Company and its uncalled capital 

or not so charged;  
e). To secure contracts by Mortgage:- 

 

To secure any contracts or engagements entered into by the Company by mortgage or charge of 

all or any of the property of the Company and its unpaid capital for the time being or in such 
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other manner as they think fit. To enter into all such negotiations and contracts and rescind any 

or all such contracts and execute and do all such acts, deeds and things in the name and on behalf 

of the Company as they may consider expedient for or in relation to any of the purposes of the 

Company. 
 

f). To refer to arbitration:-  
To refer any claim or demand by or against the Company to the arbitration as per provision of 
the Arbitration and Conciliation Act, 1996;  
g). To invest money:-  
To invest in the Reserve Bank of India or in such securities or in any other Schedule Bank or 
Banks to be specifically decided by the Board for having all deposits and opening current 

accounts and deal with any of the moneys of the Company upon such investment authorised by 
the Memorandum of Association of the Corporation (not being shares in the Company) and in 

such manner as they think fit and from time to time, vary and realise such investments;  
h). To give bonus and to create Provident Fund:- 

 

To provide for the welfare of the employees or ex-employees of the Company and the wives, 

widows and families and the dependants of employees or ex-employees by building or 

contributing to the building of houses, dwellings or chawls or by grants of money, allowances, 

bonuses, profit sharing bonuses group insurances or benefits of any other kind or by creating and 

from time to time subscribing or contributing to provident and other association, institution 

funds, profits sharing or other scheme or trusts or by recreation and sports activities hospitals and 

dispensaries, medical and other attendances and any other form of assistance, welfare or relief as 

the Directors shall think fit;  
i). To subscribe to other Funds:- 
 

To subscribe or otherwise to assist or to guarantee money to scientific institutions or objects;  
j). To institute, conduct, defend, etc. legal proceedings:-  
To institute, conduct, defend, compound or abandon any legal proceedings by or against the 
Company or its officers or otherwise concerning the affairs of the Company and also to 

compound and relax or extend time for payment of any claims or demands by or against the 

Company.  
k). To create posts :- 

 

To create such posts, other than those to which appointment is made by the Shareholders as it 
may consider necessary, for the efficient conduct of the Company’s affairs and to determine the 

scale of pay and other terms thereof. Except for post(s) at Board level for whom the scale of pay 
and other terms will be decided by the Shareholders;  
l). To provide for welfare of employees:- 

 

To give award or allow any bonus, pension, gratuity or compensation to any employee of the 
Company or his widow, children or dependents that may appear to the Board just or proper, 

whether such employee, his widow, children or dependents have or do not have a legal claim 

upon the Company. Further to provide for the welfare of the employees or ex-employees of the 

company or of its predecessors in business and the wives, widows and families or the dependents 

or connections of such employees or ex-employees by building or contributing to the building of 

houses, dwellings or chawls or by grants of money, allowances, bonuses, profit sharing bonuses 
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or benefit of any other kind or by creating and from time to time subscribing or contributing to 

provident and other association, institution funds, profits sharing or other scheme or trusts or by 

providing or subscribing or contributing towards places of instruction and recreation, educational 

institutions, hospitals and dispensaries, medical and other attendances and any other form of 

assistance, welfare or relief as the Board shall think fit. 
 

14 Chairperson:- 
 

a) The Chairperson of the Company will be the Chief Secretary to the Government of Himachal 
Pradesh.  
b) The Chairperson can be removed from his position strictly in accordance with the provisions 
provided in the Companies Act, 2013.  
c) The Chairperson shall hold the office for the period and on such terms and conditions as 
decided by the State Government and subject to conditions laid down under the Act.  
d). The office of the Chairperson and the MD-cum- Chief Executive Officer shall not be held by 
the same person. 
 

15 Powers of Chairperson:-  
The Chairperson will present to the Board of Directors for implementation any direction that has 

been issued by Government of Himachal Pradesh through a Government Notification and has 

been adopted by the Shimla Municipal Corporation through a Municipal Council Resolution. 
 
 

16 Duties of Chairperson:- 
 

Subject to various provisions laid down with act, the following shall be the duties of the 

Chairperson:- 

 

He/she shall ensure that the affairs of the Company are run efficiently and in accordance with the 
provisions of the Memorandum of Association, Rules and Regulations and bye-laws of the 

Company; 
 

He/she shall preside over the meetings of the Board of Directors; Annual General Meeting & 
Extraordinary General Meetings. 
 

He/she may himself/herself call or by a requisition in writing signed by him may require any 
officer to call a meeting of the Board of Directors at any time; 
 

He/she shall be competent to invite any other person to attend the meeting of the Board of 
Directors as a Special Invitee and may direct the Secretary or any officer, to call a special 
meeting of the Board of Directors at a short notice, in case of an emergency.  
He/she shall have all powers to adjourn & reconvene the meetings if the circumstances so 
warrant.  
He/she shall have the power to bring the discussion on any question whether included in agenda 
or not. 
 

17 When office of Director to be vacated:- 
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Subject to the provisions of these Articles and Section 167 of the Act, the office of a Director 
shall become vacant if; 

(i) He/she is found to be of unsound mind by a Court of competent jurisdiction; 
or (ii)He/she applies to be adjudicated as an insolvent; or  
(iii) is adjudged as an insolvent; or  
(iv) he/she fails to pay any call made on him in respect of shares of the Company held by him, 

whether alone or jointly with others, within six months from the last date fixed for the payment 
of the call, unless the Central Government has, by notification on the Official Gazette, removed 

the disqualification incurred by such failure; or  
(v) any office or place of profit under the Company or any subsidiary thereof is held by him/her 
in contravention of Section 188 of the Act, or 
 

(vi) he/she absents himself/herself from three consecutive meetings of the Board of Directors or 

from all meetings of the Board of Directors for a continuous period of three months, whichever 

is longer; or 
 
(vii) he/she becomes disqualified by an order of the Court under Section 203 of the Act; or  
(viii) he/she (whether by himself/herself or by any person for his/her benefit or on his account) 

or any firm in which he/she is a partner or any private company of which he/she is a director, 

accepts a loan, or any guarantee or security for a loan, from the Company in contravention of 

Section 185 of the Act; or  
(ix) he acts in contravention of Section 184 of the Act; or he/she is convicted by a court for any 

offence involving moral turpitude and sentenced in respect thereof to imprisonment for not less 
than six months; or he/she having been appointed as a Director by virtue of his/her holding any 

office or other employment in the Company ceases to hold such office or other employment in 

the Company.  
(x) Subject to the provisions of the Act, a Director may resign his/her office at any time by 
notice in writing addressed to the Managing Director-cum-CEO of the Company or to the Board 
of Directors. 
 

 

18 Interested Directors not to participate or vote in Board‟s proceedings:- 
 

(i) No Director shall, by virtue of his/her office as a Director, take any part in the discussion of, 

or vote on, any contract or arrangement entered into, or to be entered into, by or on behalf of 

the Company, if he/she is in any way, directly or indirectly, concerned or interested in the 

contract or arrangement nor shall his/her presence count for the purpose of forming a quorum 

at the time of any such discussions or vote; and if he/she does vote, his/her vote shall be void, 

provided that this prohibition shall not apply;  
(ii) To any contract of indemnity against any loss which the Directors or any one or more of 
them may suffer by reason of becoming or being sureties or a surety for the Company.  
(iii) Any contract or arrangement entered into or with a public company or a private company 

which is a subsidiary of a public company, in which the interest of the Director consists solely 

of (a) his being a director of such company and the holder of not more than shares of such 

number or value therein as is requisite to qualify him for appointment as a director thereof, he 

having been nominated as such director by the Company or (b) his being a member holding not 

more than two percent of its paid-up share capital.  
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(iv) In case a notification is issued under Section 184 of the Act, to the extent specified in the 
notification. 

 

 

19 Committees of the Board:- 
 

The Board, subject to the restrictions on the powers of Board as contemplated by sections 179 

&180 of the Act, shall have the power to constitute sub-committees and delegate to such sub- 

committee(s) the powers of the Board in respect of any matter relating to the governance of the 

Company as it thinks fit and may, from time to time, revoke such delegation. Any committee so 

formed shall, in the exercise of the powers, delegate or conform to any restrictions that may, 

from time to time, be imposed upon it by the Board. Subject to the Act and these presents, the 

Board shall constitute from amongst its members one or more committees which will have 

delegated responsibility for dealing with specified functions otherwise carried out by the Board 

and which the Board delegates to such committees, at the time of constitution thereof. Any 

committee so formed shall, in the exercise of the powers, delegate or conform to any restrictions 

that may, from time to time, be imposed upon it by the Board. Each committee shall determine 

the procedure to be followed for the discharge of its functions. Such Committees may be 

constituted by the Board as per statutory requirement or administrative requirement and may 

include:-  
(i) Audit Committee under section 177 of the Act.  
(ii) Finance Committee (for the approval of financing matters including any proposed 
amendments to the Financing Plan);  
(iii) The Nomination and Remuneration Committee to form and will be consisting of three or 
more non-executive Directors out of which not less than one-half shall be independent 
Directors.  
(iv) Risk Management Committee to be formed and the Board will define the roles and 

responsibilities of the Risk Management Committee and may delegate monitoring and 

reviewing of the risk management plan to the committee and such other functions as it may 

deem fit. The majority of committee may be members of the Board of Directors. Senior 

executives of the company may be members of the said committee, but the Chairperson of the 

committee shall be a member of the Board of Directors.  
(v) Compensation Committee (to approve or propose remuneration and compensation of the 
senior management of the Company); 

 
(vi) Share Transfer and Allotment Committee (to approve allotment of Shares and any and all 
transfers thereof); 

 
(vii) Project Management Committee for the purpose of supervising and monitoring the 
progress in implementation of the Projects, as required by the Lenders.  
(viii) Any other committee, as the Board may from time to constitute.  
(ix) The meetings and proceedings of any Committee shall, save as herein provided, be 
governed by the provisions herein contained for regulating the meetings and proceedings of the 

Board, so far as the same are applicable thereto and are not superseded by any regulations made 

by the Board.  
(x)All minutes of meetings of these committees along with actions taken pursuant thereto, shall 
be placed before the Board immediately in the subsequent Board Meeting. 
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20 Acts of Committee:- 
 

All acts done by any Committee of the Board in conformity with the regulations made by the 

Board and in fulfillment of the purpose for which the Committee is appointed but not otherwise, 

shall have effect as if done by the Board, provided the Board has given such powers while 

constituting such Committees. Any difference of opinion among the Committee Members shall 

be placed for the consideration and decision of the Board. 
 

21 Remuneration of Directors and Sitting Fees:- 
 

The Director shall be paid such remuneration as the Company in General Meeting may, from 
time to time, determine and such further remuneration shall be divided amongst the Directors in 

such proportion and manner as the Board of Directors may, from time to time, determine and in 
default of such determination, equality. 
 

Also, the Directors shall be paid sitting fee as per the approved policy of the Company. The 
sitting fee to a director for attending meetings of the Board or Committees thereof shall be 

decided by the Board of Directors subject to the approval of the State Govt. For Independent 
Directors and Women Directors, the sitting fee shall not be less than the sitting fee payable to 

other Directors.  
22 Removal of Directors:- 
 

Subject to the provisions of Section 169 of the Act, the Company may remove any Director 

before the expiration of his/her period of office and appoint another person in his place. The 
person so appointed shall hold office during such time as the Director in whose place he is 

appointed would have held, if he had not been removed. 
 

23 Notice of candidature for Office of Director:- 
 

(i) Subject to the provisions of the Section 160 of the Act and these presents, any person who is 

not a retiring Director shall be eligible for appointment to the office of Director at any General 

Meeting if he or some member intending to propose him has, not less than fourteen days before 

the Meeting left at the office of the Company, a notice in writing under his hand signifying his 

candidature for that office, alongwith the deposit of one lakh rupees or such higher amount as 

may be prescribed which shall be refunded to such person or, as the case may be, to the member, 

if the person proposed gets elected as a director or gets more than twenty-five percent of total 

valid votes cast either on show of hands or on poll on such resolution. 
 
(ii) Every person (other than a Director retiring by rotation or otherwise or a person who has left 

at the office of the company notice under Section 160 signifying his candidature for the office of 

a Director) proposed as a candidate for the office of a Director shall sign, and write to the 

company, his consent in writing to act as a Director, if appointed, a person other than-Director 

re-appointed after retirement by rotation or immediately on the expiry his term of office; or an 

additional or alternate Director or a person filling a casual vacancy in the office of a Director 

under Section 266 of the Act, appointed as a Director or re-appointed as an additional or 

alternate Director, immediately on the expiry of his term of office; or person named as a Director 

of the Company under its Articles as first registered shall not act as a Director of the Company 
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unless he has within 30 (thirty) days of his appointment signed and communicated to the 

Company/Registrar his consent in writing to act as, such Director. 
 

24 Acts of Board or Committee valid notwithstanding defective or appointment etc.:- 
 

All acts done by any meeting of the Board or by a Committee of the Board or by any person 

acting as Director shall notwithstanding that it shall afterwards be discovered that there was 

some defect in the appointment of such Director or Committee person acting as aforesaid, or 

that they or any of them were or was disqualified or had vacated office or that the appointment 

of any of them had been terminated by virtue of any provisions contained in the Act or in these 

presents, be as valid as if every such person had been duly appointed and was qualified to be a 

Director and had not vacated office or his appointment had not been terminated; provided that 

nothing in this Article shall be deemed to give validity to acts done by a Director after his 

appointment has been shown to the Company to be invalid or to have terminated. 
 

 

25 Board Meetings:- 
 

The Directors may meet together for the dispatch of business, adjourn and otherwise regulate 

their meeting and proceedings as they may think fit. 
 

25.1 Frequency of Board Meetings:- 
 

i. In accordance with the provisions of the Companies act, 2013, the Board shall meet at such 

time and at such place as it shall deem necessary (whether in India or overseas), provided that 

at least one meeting of the Board shall be held every three months subject to the maximum of 
120 days between two Board meetings, unless all the Directors agree otherwise in writing. 

 

ii. At least 7 days’ prior written notice (excluding the date of deemed receipt and the date of the 

meeting) by facsimile, (together with a confirmation by registered airmail, e-mail or facsimile, 

in the case of Directors resident outside the Republic of India) shall be given to all the 

Directors, their alternates and their local attorneys in India (whose address shall have been 

notified in writing to the Company for convening a Board meeting); and such notice shall be 

accompanied by an agenda setting out in reasonable detail the matters to be discussed except 

that in the event that any Director, (acting reasonably and in good faith), deems that 

circumstances exist which require a meeting to be convened at shorter notice, in which case 

such Director may instruct the Secretary to call a meeting of the Board as aforesaid by giving 

less than 7 days’ prior written notice of such meeting. If it is not possible to send the agenda 

alongwith the Notice, the agenda may be sent separately to the Directors as early as possible 

before the Board Meeting. 
 

25.2 Place of Board Meetings:- 
 

Board Meetings will be held primarily at the registered office of the Company or at such other 

place as may be mutually decided upon by the Board of Directors from meeting to meeting. All 

Board Meetings shall be attended in person; provided that, if and when permitted by the Act, 

meetings may be attended by telephone conference call or video conferencing where each 

Director participating in the meeting can hear all other Directors participating in the meeting; 

provided that any vote at such telephonic Board Meeting shall be conducted by calling the name 
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of each Director present and documenting the verbal response made by such Director. Where any 

Director’s telephonic connection is disconnected or substantially impaired, such affected Board 

Meeting shall be deemed to have been adjourned during such period of disconnection. At the 

conclusion of any such telephonic Board Meeting, each participant shall be requested to confirm 

orally that there has been no telephonic interference or disconnection and, provided all 

participating members confirm this, then no adjournment pursuant to this Article shall be deemed 

to have taken place. In the meeting to be held through telephone conference call or video 

conferencing, the business allowed to be transacted/decided in accordance with the provisions of 

the Act shall only be taken up for discussion and decision. 
 

25.3 Quorum:- 
 

i. No business shall be transacted at any Board meeting unless a quorum is present at the 

beginning of and throughout the meeting. The quorum for a meeting of the Board shall be one 

third of its total strength (any fraction contained in that one- third being rounded off as one) or 

two Directors, whichever is higher. In case of failure to hold a meeting on account of 

insufficient quorum, the meeting would stand adjourned till the same day at the same time the 

following week or some other later date and notice thereof would be given to all the Directors. 

If at such adjourned meeting, a quorum is not present within one-half an hour of the time 

appointed for the meeting, then the Directors present shall constitute quorum and the business 

at such meeting shall be confined to the remaining items as specified in the agenda for such 

meeting and no general matter other than specific matters set out in the agenda may be decided 

at such meeting. 
 

ii. If a Board Meeting could not be held for want of quorum, the meeting shall automatically stand 

adjourned to the same day in the following week at the same time and place or if that day is not 

a Business Day, till the next day which is a Business Day at the same time and place or subject 

to notice being given to all Directors, to some other date, time or place. If at such adjourned 

meeting, the quorum is not present within one-half of an hour of the time appointed for the 

meeting, then at the adjourned meeting, one-third of the total strength (and if this results in a 

fraction, such fraction will be rounded off to the nearest whole number) of the Board or 2 (two) 

Director, whichever is higher, present at such adjourned meeting constitute the quorum. 
 
iii. All decision to be taken by the Board shall be duly and validly taken by resolution adopted by 

the affirmative vote of a majority of the Directors present at the meeting, whether by show of 

hands or by concurrence to a resolution in any other form. 
 
iv. Subject to the Act, any matter to be decided by the Board or Committee thereof may be 

decided by way of a circular resolution, where the draft resolution has been circulated to all 

Directors or as the case may be, all members of the Committee and the same has been 

consented to by a majority of the Directors or as the case may be, majority of the members of 

the Committee. 
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26 GENERAL MEETING:- 
 

26.1 Annual or Ordinary General Meeting:- 
 

i. Subject to provision of Section 96 of Companies Act 2013, the Company shall in each year 

hold in addition to any other meeting and shall specify the meeting as such in the notices 

calling it, and not more than fifteen months shall elapse between the date of one annual general 

meeting and that of next Provided that in case of first annual general meeting, it shall be held 

within a period of nine months from the date of closing of the first financial year of the 

company and in any other case, within a period of six months, from the date of closing of the 

financial year:  
Provided further that if the first annual general meeting is held in the manner aforesaid, it shall 
not be necessary to hold any annual general meeting during the year of incorporation: 

 

Provided also that the Registrar may, for any special reasons, extend the time within which any 
annual general meeting, other than the first annual general meeting, shall be held, by a period 

not exceeding three months. 
 

ii Every Annual General Meeting shall be called for a time during business hours, that is between  
9 a.m. to 6 p.m. on any day that is not a public holiday, and shall be held at the Registered Office 

of the Company or at some other place within the city, town or village in which the Registered 
Office of the Company is situated. 
 

26.2 Right to attend General Meeting:- 
 

As per Secretarial Standard-II issued by Institute of Company Secretaries of India (ICSI) 

applicable w.e.f. 1st July, 2015, all Directors of the Company should attend all meetings of 
shareholders. If any Director is unable to attend the meeting, the Chairperson shall explain such 

absence at the meeting. 
 

26.3 Convening of Extraordinary General Meeting:- 
 

In accordance with the provisions of Section 100 of the Act, the Board may, whenever it deems 
 

fit, call an Extraordinary General Meeting and it shall do so upon a requisition in writing by any 
Member or Members holding in the aggregate not less than one-tenth of such of the paid-up 

capital as at that date carries the right of voting in regard to the matter in respect of which the 
requisition has been made. 
 

26.4 Notice and Place for General Meeting:- 
 

Any notice of a meeting of the Shareholders shall be served on each Shareholder, Director, 

Auditors, and Secretarial Auditor in writing at least twenty one (21) days before the date of such 

meeting unless otherwise agreed by all the Shareholders of the Company in the manner provided 

under Section 101 of the Act. The notice shall set out the agenda for the meeting to be convened 

and the texts of the resolutions proposed to be adopted at such meetings. No business shall be 

transacted at any meeting or a resolution passed on any matters except as was fairly disclosed in 

the notice convening the meeting. 
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26.5 Contents of notice:- 
 

Every notice of a general meeting of the Company shall specify the place, the date and hour of 

the meeting and shall contain a statement of the business to be transacted thereat. No General 

Meeting, Annual or Extraordinary shall be competent to enter upon, discuss or transact any 

business, which has not been specifically mentioned in the notice, or notices upon which it was 

convened. In accordance with the provisions of Section 102 of Act 
 

i. A statement setting out the following material facts concerning each item of special business to 
be transacted at general meeting, shall be annexed to the notice calling such meeting, namely: 
 

a) The nature of concern or interest, financial or otherwise, if any, in respect of each item- 
 

 Every director and the manager, if any;

 Every other key managerial personnel; and

 Relatives of the persons mentioned in above sub-clauses.
b) Any other information and facts that may enable members to understand the meaning, scope 

and implications of the items of business and to take decision thereon 
 

ii. For the purpose of sub-section 1 of Section 102,  
a) In the case of annual general meeting, all business to be transacted there as shall be deemed 
special, other than-  

 The consideration of financial statements and the reports of the Board of Directors and 
auditors;
 The declaration of any dividend;

 The appointment of Directors in place of those retiring;

 The appointment of and fixing of the remunerations of, the auditors; and

 In the case of any other meeting, all business shall be deemed special
 

 

26.6 Notice to be given to the Auditors:- 
 

Notice of every general meeting of the Company shall be given to the Auditor or Auditors for 
the time being of the Company, in the manner provided in Section 101 of the Act. 

 

26.7 Omission to give Notice not to invalidate Meeting:- The accidental omission to 

givenotice of any general meeting to or the non-receipt of any notice by any member or other 
person, to whom it should be given, shall not invalidate the proceedings at the meeting. 
 

26.8 Quorum:- 
 

A quorum at least five (5) members personally present if the number of members as on the date 

of meeting is not more than one thousand subject to conditions laid down in Section 103 of the 

Act. In default of quorum within an hour of the appointed time, meeting shall stand adjourned 

to the following week at the same time and place and in default of a quorum within an hour of 

the appointed time at the adjourned meeting, any duly authorized representatives of the 

Shareholders present, whether in person or proxy, shall constitute quorum. 
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26.9 Chairperson:- 
 

The Chairperson of the Board shall be the Chairperson of every General Meeting. 

 

26.10 How questions to be decided at meetings:- 
 

Every question submitted to a General Meeting shall be decided in the first instance on a show 

of hands. Unless a poll is demanded, a resolution put to vote at a meeting shall be decided on a 
show of hands. 

 

26.11 Demand for poll:- 
 

Before or on the declaration of the result of the voting on any resolution on a show of hands, a 

poll may be ordered to be taken by the Chairperson of the meeting of his own motion, and shall 

be ordered to be taken by him on a demand made in that behalf by members present in person 

or by proxy, where allowed, and having not less than one-tenth of the total voting power or 

holding shares on which an aggregate sum of not less than five lakh rupees or such higher 

amount as may be prescribed has been paid up subject to provisions of Section 109 of the Act. 
 

26.12 Time of taking poll:- 
 

Any poll duly demanded on the question of adjournment shall be taken forthwith. A poll 
demanded on any other question, not being a question relating to the election of a Chairperson, 

shall be taken at such time not exceeding 48 hours from the time when the demand was made, as 
the Chairperson may direct. 
 

26.13 Power to adjourn General Meeting:- 
 

The Chairperson of a General Meeting, may with the consent of the members present adjourn the 
same from time to time and from place to place, but no business shall be transacted at any 

adjourned meeting other than business left unfinished at the meeting from which the 
adjournment took place. 
 

26.14 Business may proceed not with standing:- 
 

The demand of a poll shall not prevent the continuance of a meeting for the transaction of any 
business other than the question on which a poll has been demanded. 
 

26.15 Scrutineers Poll:- 
 

i. Where a poll is to be taken, the Chairperson of the meeting shall appoint two scrutineers to 
scrutinize the votes given on the poll and to report thereon to him. 

 

ii. The Chairperson shall have power, at any time before the result of the poll is declared, to 
remove a scrutinizer from the office and to fill vacancies in the office of scrutinizer arising 
from such removal or from any other cause whatsoever. 

 
iii. Of the two scrutinizers, one shall always be a member (not being an officer or employee of 

the Company) present at the meeting, provided such a member is available and willing to be 
appointed. 
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26.16 Manner of taking poll and result thereof:- 
 

The Chairperson of the meeting shall have power to regulate the manner in which a poll shall be 
taken. The result of the poll shall be deemed to be decision of the meeting on the resolution, on 

which the poll was taken. 
 

26.17 Chairperson to be the sole judge of the validity of the vote tendered at meeting and at 

poll:- 
 

The Chairperson of any meeting shall be the sole judge of the validity of every vote tendered at 
such meeting. The Chairperson present at the taking of all polls shall be the sole judge of the 

validity of every vote tendered at such poll. 
 

26.18 Right of member to use his vote:- 
 

On a poll taken at a meeting of the Company, a member entitled to more than one vote, or his 
proxy or other person entitled to vote for him, as the case may be, need not, if he votes, use all 

his votes or cast in the same ways all the votes he uses. 
 

26.19 Resolution passed at adjourned meeting:- 
 

Where a resolution is passed at an adjourned meeting of the Company, the resolution shall, for 

all purpose, be treated as having been passed on the date on which it was in fact passed and shall 
not be deemed to have been passed on any earlier date. 
 

27 MINUTES:- 
 
27.1 Minutes:- 
 

The Draft minutes of the Board meeting should be circulated within 15 days from the date of 

conclusion of the Board meeting to all the Board Members for their comments. The Board 

members shall have to communicate their comments within 07 (seven) days from the date of 

circulation of the draft minutes. The Company shall cause minutes of all proceedings of every 

General Meeting and of all proceedings of every meeting of its Board of Directors or of every 

Committee of the Board to be entered in a book kept for this purpose in the manner, prescribed 

under the Act. The minutes shall truly reflect the proceedings of every General Meeting and of 

all proceedings of every meeting of its Board of Directors or of every Committee of the Board, 

including details regarding voting by each Director/Member for or against a resolution. 
 

27.2 Minutes to be evidence:- 
 

Any such minutes, if purporting to be signed by the Chairperson of the Meeting at which the 

proceedings take place or by the Chairperson of the next succeeding meeting, shall be evidence 
of the proceedings. 
 

27.3 Presumption to be drawn where minutes duly drawn are signed:- 
 

Where minutes of the proceedings of any General Meeting of the Company or of any meeting of 

the Board or of a Committee of the Directors have been made and duly drawn are signed in 

accordance with the provisions of these presents and the Act, then until the contrary is proved, 
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the Meeting shall be deemed to have been duly called and held and all proceedings thereat to 

have been duly taken place and in particular all appointments of Directors or liquidators made at 

the meeting shall be deemed to be valid. 
 

27.4 Inspection of minute Books of General Meetings:- 

The books containing the aforesaid minutes shall be kept at the Registered Office of the 

Company, with certified true copies being kept at its corporate office, in the event its corporate 

office is located in a city different from its registered office and be open for the inspection of any 

member without charge, as provided in Section 196 of the Act. Any member shall be furnished 

with a copy of any minutes in accordance with the terms of that Section. 
 

28 VOTING RIGHTS:- 
 
28.1 Votes of members:- 
 

Every member, who being an individual, is present in person, or being a Corporation, is present 

by a representative, shall have one vote on a show of hands. Every member, who being an 

individual, is present in person or by a proxy or by attorney duly authorized under power of 

attorney, or being a Corporation is present by a representative or his proxy shall, on a poll, have 

voting right in proportion to his share of the paid up equity capital of the Company. 
 

28.2 No voting by Proxy on show of hands:- 
 

No member, not personally present, shall be entitled to vote on a show of hands unless such 

member is present by attorney duly authorized under power of attorney or unless such member is 
a body corporate present by a representative. The attorney or representative mentioned in this 

Article may vote on a show of hands as if he were a member of the Company. 
 

28.3 Votes may be given by proxy or attorney:- 
 

Subject to the provisions of the Act and these presents, votes may be given personally or by 

attorney duly authorized under power of attorney or by proxy or in case of a body corporate also 
by a representative duly authorized under Section 113 of the Act or by proxy of such 

representative of the body corporate. 
 

28.4 Instrument appointing proxy:- 
 

The instrument appointing a proxy shall be in writing, under the hand of the appointer or his 

attorney duly authorized in writing or, if such appointer is a corporation, under it’s common seal 

or the hand of an officer or an attorney duly authorized by it. A person may be appointed a proxy 

though he is not a member of the Company, but such proxy shall not have any right to speak at 

any meeting. 
 

28.5 Member‟s rights to appoint Proxy to be stated in notice:- 
 

Every notice convening a meeting of the Company shall state that a member entitled to attend 

and vote at the meeting is entitled to appoint a proxy to attend, who need not be a member of the 
Company. 
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28.6 Proxy to be deposited at office:- 
 

The instrument appointing a proxy and the power of attorney or other authority, if any, under 

which it is signed or a naturally certified copy of that power of authority shall be deposited at the 

Registered Office of the Company not less than forty-eight hours before the time for holding the 

meeting, at which the person named in the instrument propose to vote in case of a poll and in 

default, the instrument of proxy shall not be treated as valid. 
 

28.7 When vote by proxy valid, through authority revoked:- 
 

A vote in accordance with the terms of an instrument of proxy shall be valid, notwithstanding the 
previous death of the principal or revocation of the proxy or transfer of the share in respect of 

which the vote is given, provided no intimation in writing of the death, revocation or transfer 
shall have been received at the office of the Company or by the chairperson of the meeting 

before the vote is given. 
 

28.8 Form of proxy:- 
 

Every instrument of proxy, whether for a specified meeting or otherwise shall, as nearly as 
circumstances will admit, be in the form specified in Schedule IX of the Act. 
 

28.9 Time and place to inspect the proxies lodged:- 
 

Every member entitled to vote at a meeting of the Company according to the provisions of these 

presents on any resolution to be moved thereat, shall be entitled during the period beginning 

twenty-four hours before the time fixed for the commencement of the meeting and ending with 

the conclusion of the meeting, to inspect the proxies lodged, at any time during the business 

hours of the Company provided, not less than three days’ notice in writing of the intention so to 

inspect is given to the Company. 
 

28.10 No member entitled to vote etc. while call due to Company:- 
 

No member shall be entitled to vote, either personally or by proxy, at any General Meeting of a 

class of shareholders either upon a show of hands or on poll in respect of any shares registered in 
his name, on which any calls or other sums presently payable by him have not been paid or in 

regard to which the Company has exercised any right of lien. 
 

29 Transfer of Shares to State Government owned entities:- 

 

Transfer of Shares of the Company to a wholly owned Govt’s. Company/Board/Entity shall not 

affect the operation of any of the Clause of the MOA & AOA of the Company as existing and all 
powers/acts as are being exercised/performed presently by the State Govt. shall continue to be 

exercised/performed as such by the State Govts. including appointment of Directors etc. as 
specified in this document. 
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30 THE SEAL:- 
 

30.1 The Seal, its custody and use:-- 
 

The Board of Directors shall provide a Seal for the purpose of the Company and shall have 

power, from time to time, to destroy the same and substitute a new Seal in lieu thereof and, shall 

provide for the safe custody of the Seal for the time being and, the Seal shall never be used 

except under the authority of the Board of Directors or a Committee of the Directors previously 

given. Every deed or other instrument to which the Seal of the Company is affixed shall be 

signed by at least one Director or such other officer of the Company as may be authorized in that 

behalf by the Board of Directors or Committee of Directors; provided nevertheless, that 

certificates of shares may be under the signatures of such persons as provided by the Companies 

(Issue of Share Certificates) Rules in force, from time to time. Save as otherwise expressly 

provided by the Act, a document requiring authentication by the Company may be signed by a 

Director, or the Secretary or any other officer authorized in that behalf by the Board and need not 

be under its Seal. 
 

31 REGISTERS:- 
 

The Company shall keep and maintain Registers as required by the Act including the following 
Registers; 

(i) Register of investments made by the Company, but not held in its own name, as required by 
section 187(3) of the Act and shall keep it open for inspection of any member or debenture 

holder of the Company without charge. 
 
 
(ii) Register of charges as required by Section 85 of the Act and shall keep it open for 
inspection of any creditor or member of the Company without fee, and person on payment of a 
fee of Rs.500/- for each inspection.  
(iii) Register of Members under Section 88 of the Act and shall keep the same open for 

inspection of any member or debenture holder without fee and of any other person, on payment 
of a fee of Rs.500/- for each inspection except when the Register is closed. 
 
(iv) Register of Debenture Holders under Section 88 of the Act and shall keep it open for 

inspection of any member or debenture holder without fee and for any other person on payment 

of a fee of Rs.500/- for each inspection except when the Register is closed. 
 
(v) Register of Contracts in which Directors are interested, as required by Section 189 and shall 
keep it open for inspection of any member without fee. 
 
(vi) Register of Directors and Secretary, as required by Section 170 of the Act and shall keep it 

open for inspection of any member of the Company without charge and of any other person on 
payment of a fee of Rs.500/- for each inspection. 
 
(vii) Register of Key Managerial Personnel (KMP) under Section 203 and Attendance Register.  
(viii) Registers as to the Holdings by Directors of shares and debentures in the Company as 

required by Section 170 of the Act and shall keep it open for inspection of any member or 

debenture holder of the Company on any working day, during the period beginning 14 (fourteen) 
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days before the date Company’s Annual General Meeting and ending 3 (three) days after the date 
of its conclusion.  
(ix) Register of investments in shares or debentures of bodies corporate according to Section 
186 of the Act. 

(x) Books of Accounts in accordance with the provisions of Section 129 of the Act.  
(xi) Copy of instruments creating any charge requiring registration, according to Section 85 
of the Act.  
(xii) Copies of Annual Returns prepared under Section 92 of the Act together with the copies of 
certificates and documents required to be annexed thereto under Section 92 of the Act.  
(xiii) Register of Renewed and Duplicates according to Companies (Share Capital and 
Debentures) Rules 2014  
(xiv) Other statutory registers as prescribed under the Act.  
(xv) Copies of entries in the above Registers shall be furnished to the persons entitled to the 

same on payment of one Rupee for every hundred words or Fractional part thereof required to be 

copied. The Company shall give inspection of the above Registers to the persons entitled to the 

same on any working day between the hours of 3 p.m. and 5 p.m. except Saturday. The Company 

shall in addition to keeping and maintaining the above Registers at its Registered Office, keep 

and maintain certified true copies of the above Registers at its Corporate Office, in the event its 

Corporate Office is located in a city different from its Registered Office. 
 

 

32 DIVIDENDS 
 
32.1 Dividends:- 
 

i. The Shareholder shall procure that the Board in making any decision in relation to the 
declaration of dividends and the appropriation of surplus shall consider the following factors : 

(i) the maintenance of prudent and proper reserves including allowance for future working 
capital, provisions for tax, and other restrictions required by local law;  
(ii) the due and prudent provisions for all actual and carried forward losses of the Company;  
(iii) the due and prudent provision for the payment of all indebtedness , borrowings and loans 

owed by the Company to the Shareholders or to banks and financial institutions as unsecured 

creditors; and 
 

(iv) any other factors which the Shareholders may agree to be taken into account.  
ii. The Shareholders shall procure any dividend recommended by the Board to be approved by the 

Shareholders and distributed by the Company not later than 30 (thirty) days of such approval at 

a General Meeting. The right to dividends will vest on the date of the General Meeting 

approving such dividends and dividends will be paid on each Share, which was registered with 

the Company on the record date. The record date for determining entitlement to any such 

dividend shall be a date 30 days prior to the date of the General Meeting to recommend such 

dividend. 
 

 

 

 

 

 



 

82 
 

32.2 Dividends on Capital paid up in advance and carrying interest:- 
 

Provided that where capital is paid up on any shares in advance of calls upon the footing that the 
same shall carry interest, such capital shall not whilst carrying interest, confer a right to 

participate in profit. 
 

32.3 Dividends only to be paid out of profits/surplus:- 
 

No dividend shall be payable except out of the profits of the year or any other undistributed 
profits excepts as provided by section 123 of the Act. 
 

32.4 Dividend in proportion to amount paid up:- 
 

All dividends shall be apportioned and paid proportionately to the amounts paid or credited as 

paid on the shares during any portion or portions of the period in respect of which the dividend is 
paid, but if any share is issued on terms providing that it shall rank for dividends as from a 

particular date, such share shall rank for dividend accordingly. 
 

32.5 Interim dividends:- 
 

The Directors may recommend, from time to time, pay to the members such interim dividends, 
as in their judgment, the position of the Company justifies. 
 

32.6 Debts may be deducted:- 
 

The Directors may retain any dividends payable on shares on which the Company has a lien, and 
may apply the same in or towards satisfaction of the debts, liabilities or engagements in respect 

of which the lien exists. 
 

32.7 Dividend and call together set off allowed:- 
 

Any general meeting declaring a dividend may make a call on the members of such amount as 

the meeting fixes, but so that the call on each member shall not exceed the dividend payable to 

him, and so that the call can be made payable at the same time as the dividend and the dividend 

may, if so arranged between the Company and the member, be set off against the call. The 

making of a call under this Article shall be deemed ordinary business of an Annual General 

Meeting which declares a dividend. 

 

32.8 Effect of transfer:- 
 

A transfer of shares shall not pass the right to any dividend declared thereon, after such transfer 
but before the registration of the transfer. 
 

32.9 Retention in certain cases:- 
 

The Directors may retain the dividends payable upon shares in respect of which any person is, 

under the Transmission Clause, entitled to become a member or which any person under that 
Article is entitled to transfer until such person shall become a member in respect of such shares 

or shall duly transfer the same. 
 



 

83 
 

32.10 No member to receive dividend whilst indebted to the Company and the right to 

reimbursement there out:- 
 

No member shall be entitled to receive payment of any interest or dividend in respect of his share 
 

or shares, whilst any money may be due from him, either alone or jointly with any other person 
or persons and the Director may deduct from the interest or dividend payable to any such 

member, all sums of money so due from him to the Company. 
 

32.11 Dividend to joint holders:- 
 

Any one of several persons, who are registered as the joint holders of any share, may give 
effectual receipts for all dividends and payments on account of dividends, in respect of such 

shares. 
 

32.12 Payment of dividend:- 
 

(i) Unless otherwise directed, any dividend may be paid through electronic mode or by cheque or 

warrant sent through the post to the registered address of the member or person entitled or, in the 

case of joint holders, to the registered address of that one whose name stands first on the 

Register, in respect of the joint holding; and every cheque or warrant so sent shall be made 

payable to the order of the person to whom it is sent. Several executors or administrators of a 

deceased member in whose sole name any share stands, shall for the purpose of this Article be 

deemed to be joint holders thereof. The Company shall not be responsible or liable for any 

cheque or warrant lost in transit or for any dividend lost by the member or person entitled thereto 

by the forged endorsement of any cheque or warrant or the fraudulent recovery thereof by any 

other means. 
 
(ii) The Company shall pay the dividend or send the warrant in respect thereof to the shareholder 

entitled to the payment of the dividend, within 30 (thirty) days from the date of the declaration of 

the dividend unless; Where the dividend could not be paid by reason of the operation of any law. 

Where a shareholder has given directions regarding the payment of dividend and those directions 

cannot be complied with 
 
(iii) Where there is a dispute regarding the right to receive the dividend. 
 
(iv) Where the dividend has been lawfully adjusted by the Company against any sum due to it 
from the shareholders; or 
 
(v) Where for any other reason, the failure to pay the dividend or to post the warrant within, the 

period aforesaid was not due to any default on the part of the company. 

 

32.13 Unclaimed Dividend:- 

(i) If the Company has declared a dividend, but which has not been paid within 30 (thirty) days 

from the date of declaration to any shareholder entitled to the payment of the dividend, the 
Company shall within 7 (seven) days from the date of expiry of the said period of 30 (thirty) 

days, open a special account in that behalf in any scheduled bank and deposit the amount of such 
unclaimed dividend in the said account.  



 

84 
 

(ii) Any money transferred to the unpaid dividend account of the Company which remains 

unpaid or unclaimed for a period of seven (7) years from the date of such transfer, shall be 

transferred by the Company to the Investors Education and Protection Fund established by the 

Central Government; a claim of any money so transferred to the general revenue account may be 

preferred to the Central Government by the shareholders to whom the money is due. No 

unclaimed dividend shall be forfeited till the claim thereto becomes barred by law. 
 

33 Reserve and Depreciation Funds:- 
 

The Company may raise additional finance to the extent permitted by law including but not 
limited to by means of (i) a depreciation fund, (ii) loans and subsidies, (iii) by way of deposits; 
 

Such additional funds may be utilized by the Company for such purpose that the Board deems fit 

but subject to conditions laid down in the objectives of the Company under Memorandum of 
Association. 
 

33.0 1 Reserve Fund:- 
 

The Directors may, from time to time, before recommending any dividend, set apart any and 

such portion of the profits of the Company as they think fit, as a Reserve fund, to meet 

contingencies or for the liquidation of any debentures, debts or other liabilities of the Company, 

for equalization of dividends or for repairing, improving and maintaining any of the property of 

the Company and for such other purpose of the Company as the Directors, in their absolute 

discretion, think conducive to the interest of the Company. The Directors may invest the several 

sums so set aside upon such investment, other than shares of the Company, as they may think fit 

and, from time to time, to deal with such investments and dispose of all or any part thereof for 

the benefit of the Company. The Directors may divide the Reserve Fund into such special funds 

as they think fit, with full power to transfer the whole or any portion of a Reserve Fund to 

another Reserve Fund or a division of a Reserve Fund and also with full power to employ the 

Reserve Funds or any part thereof in the business of the Company, separate from the other assets 

and without being bound to pay interest on the same. However the Board may, in their 

discretion, pay or allow to the credit of such funds, interest, at such rate as the Board may, think 

proper. 
 

33.02 Depreciation Fund:- 
 

The Directors may, from time to time, before recommending any dividend, set apart any such 

portion of the profits of the Company, as they think fit, as a depreciation fund applicable at the 

discretion of the Directors, for providing against any depreciation in the property and 

investments of the Company, destroyed or damaged by fire, flood, storm, tempest, earthquake, 

accident, riot, wear and tear or any other means whatsoever and for repairing, altering and 

keeping in good condition, the property of the Company or for extending and enlarging the 

building, machinery and property of the Company, applicable subject that the dividend and such 

moneys and all the other moneys of the Company may be invested by the Directors in or upon 

such investments or securities as they may select or may be used as working capital or may be 

kept at any bank on deposit or otherwise as the Directors may think proper from time to time. 
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34 Investment of funds:- 
 

All moneys carried to any reserve fund and depreciation fund respectively shall, nevertheless 

remain and be profits of the Company applicable, subject to due provisions being made for actual 

loss or depreciation, for payment of dividend, and such moneys and all the other moneys of the 

Company may be invested by the Directors in or upon such investments or securities as they may 

select, or may be used as working capital, or may be kept at any bank on deposit, or otherwise, as 

the Directors may, from time to time, think proper. 
 

35 Capitalization:- 
 

Subject to the provisions of Section 63 of the Act, the Company in general meeting may on the 

recommendation of the Board, resolve that it is desirable to capitalize any part of the amount for 

the time being standing to the credit of any of the company’s reserve account or to the credit of 

the profit and loss account or otherwise available for distribution. The Board shall give effect to 

resolution passed by the company in general meeting in pursuance of the article. 
 

36 ACCOUNTS AND AUDIT:- 
 
36.1 Audit Committee:- 
 

Board of Company will constitute an Audit Committee in pursuance to Section 177 of the Act 

and the Audit Committee shall consist of minimum three Directors with Independent Directors 
forming a majority. The audit committee shall act in accordance with terms of reference 

specified in writing by the Board which shall inter alia include: 
 
 The recommendations for appointment, remuneration and terms of appointment of auditors of 
the company;



 Review and monitor the auditor’s independence and performance and effectiveness of audit 
process;



 Examination of the financial statement and the auditor’s report thereon;


 Approval or any subsequent modification of transactions of the company with related parties.

 Scrutiny of inter-corporate loans and investments;

 Valuation of undertakings of assets of the company, wherever it is necessary

 Evaluation of internal financial controls and risk management systems.

 Monitoring the end use of funds raised through public offers and related matters.

 

 

Besides above, the audit committee will perform all other functions prescribed under Section 177 
of the Act. 
 

Till the constitution of the Audit Committee, the above functions/actions shall be done by the 
Board of Directors. Also till the appointment of Independent Directors, Audit Committee may be 

constituted with other Directors as its members. 
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36.2 Books where to be kept:- 
 

The books of accounts and other books and paper shall be kept at the Registered Office of the 
Company or at such other place or places as the Board Of Directors think fit and shall be open to 

inspection by any Directors or any person authorized under the Act during business hours. 
 

36.3 Books of Account to be preserved:- 
 

The books of account of the Company relating to a period of not less than eight years 
immediately preceding the current year, together with the vouchers relevant to any entry in such 

books of account, shall be preserved in good order. Also these records shall be preserved in safe 

for the period specified as per State Govt. rules and regulations. The Board of Directors shall, 

from time to time, determine whether, and to what extent, and at what times and places and 

under what conditions or regulations, the accounts and books and documents of the Company, or 

any of them shall be open to inspection of the members, and no member (not being a Director) 

shall have any right of inspecting any account or book or document of the Company, except as 

conferred by stature or authorized by the Board of Directors or by a resolution of the Company 

in the General Meeting. 
 

36.4 Statement of Account to be furnished to General Meeting:- 
 

The Board of Directors shall lay before each Annual General Meeting a Profit and Loss Account 

for the financial year of the Company and a Balance Sheet made up as at the end of the financial 
year which shall be a date which shall not precede the day of the meeting by more than 6 (six) 

months, 
 

or 
 

where an extension of time has been granted by the Registrar of Companies under the provisions 
of the Act, till the date of such extension. 
 

36.5 Balance Sheet and Profit and Loss Account:- 
 

(i) Subject to the provisions of Section 129 of the Act, every Balance Sheet and Profit and Loss 

Account of the Company shall be in the forms set out in parts I and II respectively of Schedule 
III of the Act, or as near thereto as circumstances admit or in such other form as may be 

approved by the Central Government.  
(ii) So long as the Company is a holding Company having a subsidiary, the Company shall 
conform to Section 129 and other applicable provisions of the Act.  
(iii) If in the opinion of the Board, any of the current assets of the Company do not have a 
value on realization in the ordinary course of business, which is at least equal to the amount at 
which they are stated, the fact that the Board is of that opinion, shall be stated. 
 

36.6 Authentication of Balance Sheet and Profit and Loss Account:- 
 

(i) Every Balance Sheet and every Profit and Loss Account of the Company shall be signed on 
behalf of the Board Of Directors, by the CFO or any Finance/Accounts Head, the Secretary, and 
by not less than 2 (two) Directors of the Board of Directors.  
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(ii) Provided that, when only one Director is, for the time being, in India, the Balance Sheet 
and Profit and Loss Account shall be attached to a statement signed by him explaining the reason 
of non-compliance with the provisions of Clause (i) above.  
(iii) The Balance Sheet and the Profit and Loss Account shall be approved by the Board of 
Directors before they are signed on behalf of the Board, in accordance with the provisions of this 
Article and before they are submitted to the Auditors for their report thereon. 

 

36.7 Profit and Loss Account and all such documents or Statements, to be annexed and 

Auditor‟s Report to be attached to the Balance Sheet:- 
 
The Profit and Loss Account and all such documents or Statements as are required to be annexed 
shall be annexed to the Balance Sheet and the Auditor’s Report, (including the Auditor’s 

separate, special or supplementary report, if any) shall be attached thereto. 
 

36.8 Board‟s Report to be attached to Balance Sheet:- 
 

(i) Every Balance Sheet laid before the Company in General Meeting shall have attached to it, a 

Report by the Board of Directors with respect to the state of the Company’s affairs, the amounts, 

if any, which it propose to carry to any Reserve in such Balance Sheet and the amount, if any, 

which it recommends to be paid by way of dividend, and material changes and commitments, if 

any, affecting the financial position of the Company which have occurred between the end of the 

financial year of the Company for which the Balance Sheet has been drawn and the date of the 

Report. 
 

(ii) The Report shall, so far as it is material for the appreciation of the state of the Company’s 
affairs by its members, and will not is the Board’s opinion be harmful to the business of the  
Company or of any of its subsidiaries, deal with any changes which have occurred during the 
financial year in the nature of the Company’s business, in the Company’s subsidiaries or in the 

nature of the business carried on by them and generally in the classes of business in which the 
Company has an interest. 
 

(iii)The Board shall also give the fullest information and explanations in its report, or in cases 
falling under the proviso to the Section 129 of the Act, in an addendum to that report, on every 

reservation, qualification or adverse remark contained in Auditor’s Report. 
 

(iv) The Board’s Report and addendum, if any, thereto shall be signed by its Chairperson if he is 

authorized in that behalf by the Board; and where he is not so authorized, shall be signed by such 

number of Directors as are required to sign the Balance Sheet and the Profit and Loss Account of 

the Company by virtue of Articles given ibid for authentication of Balance Sheet and Profit and 

Loss Account. 
 

(v)The Board shall have the right to charge any person with the duty of seeing that the provisions 
of Clauses (i) to (iii) of the ibid Articles are complied with. Such person need not be a Director. 
 

37 Accounts to be audited:- 
 

(i) Every Balance Sheet and Profit and Loss Account shall be audited by one or more Auditors to 
be appointed as hereinafter mentioned.  
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(ii) An annual audit of the books of account, records and affairs of the Company shall be 

made for each Financial Year as soon as practicable, but not later than 180 (one hundred and 

eighty) days, following the close of such Financial Year, The Company shall submit to the Board 
and each of the Shareholders the accounts in respect of each Financial Year. 
 

 

37.01 Auditors and their remuneration:- 
 

The Company, at the General Meeting in each year, shall note the appointment of the Statutory 

Auditors appointed by the CAG of India. The first Auditors shall be appointed by the CAG of 

India on the request of the Board of Directors of the Company indicating the reasonable 

remuneration/fee. Thereafter, being this Company a State Govt. Company, the Statutory 

Auditors shall be appointed/reappointed only by the CAG of India. However, their reasonable 

remuneration/fee etc. may be recommended by the Board of Directors from time to time to the 

CAG of India. 
 

37.02 Powers and duties of Auditors:- 
 

The Powers and duties of the Auditors of the Company shall be as per Section 143 of the Act. 
 

37.03 Audit of Branch Offices:- 
 

The Company shall comply with the provisions of Section 143 of the Act in relation to the audit 
of the accounts of branch offices of the Company if any, except to the extent to which any 

exemption may be granted by the Central Government in that behalf. A secretarial audit shall 
also be conducted under provisions of section 143 and 204 of the Act. 
 

37.04 Auditor’s right to attend meetings:- 

 

The Auditors of the Company shall be entitled to receive notice of and to attend any General 
Meeting of the Company at which any accounts which have been examined or reported on by 

them are to be laid before the Company and may make any statement or explanation they desire 
with respect to the accounts. 
 

37.05 Reading and inspection of Auditor’s Report:- 
 

The Auditor’s Report shall be read before the Company in General Meeting and shall be open to 
inspection by any member of the Company. 
 

38 Powers of the Comptroller and Auditor General 
 

The Comptroller and Auditor General of India shall have power: 
 

(c) To direct the manner in which the Company’s account shall be audited by the Statutory  
Auditor appointed in pursuance of Article 54 thereof and to give such Auditor/Auditors 
instructions in regard to any matter relating to the performance of his/their functions as such; and 
 
(d) To conduct a supplementary or test audit of the Company’s accounts by such person or 

persons as he may deem fit on his behalf and, for the purpose of such audit, to require 
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information or additional information to be furnished to any person or persons and in such form 
as the Comptroller and Auditor General may, by general or special order, direct.  
The statutory auditor aforesaid shall submit a copy of his audit report to the Comptroller and 
Auditor General of India who shall have the right to comment upon or supplement the audit 
report in such manner, as he may think fit;  
Any such comment upon or supplement to the Audit Report shall be placed before the Annual 
General Meeting of the Company in the same manner as the Audit Report. 
 

39 When accounts to be deemed finally settled and laying of Annual Report before State 

Legislature:- 
 

Every account of the Company when audited and approved by a general meeting shall be 

conclusive. The Company shall after the holding of Annual General Meeting in which the 

Annual Accounts are approved/adopted by the Shareholders alongwith the Directors’ Report, 

Auditors Report and comments of CAG of India, within three months shall send a copy of the 

Annual Report to the State Govt., which shall then be laid by the Govt. before the State 

Legislature/VidhanSabha . 
 

40 Service of documents on members by Company:- 
 

(a) A document (which shall, for this purpose, be deemed to include any summons, requisition, 

process, order, judgment, or any other document in relation to the winding up of the company) or 

notice may be served by the Company on any member thereof, either personally or by sending 
by post or e-mode, to him/her, at his/her registered address, if any, within India or abroad 

supplied by him/her to the Company for giving of notices to him/her.  
(b) Where a document or notice is sent by post:-  
(i) service thereof shall be deemed to be effected by properly addressing, preparing and posting a 
letter containing the document or the notice, provided that, where a member has intimated the 
Company in advance, that documents should be sent to him under a certificate of posting or by 
registered post, with or without acknowledgement due, and has deposited with the Company, a 

sum sufficient to defray the expenses of doing so, service of the document or notice shall not be 
deemed to be effected unless it is sent in the manner intimated by the member, and  
(ii) such service shall be deemed to have been effected; in the case of a notice of a meeting, 
at the expiration of seventy two hours after the letter containing the same is posted; and in any 

other case, at the time at which the letter would be delivered in the ordinary course of post.  
(c) A document or notice may be served by the Company on the joint holders of a share, by 
serving it on the joint holder named first in the Register in respect of the share. 
(d) A document or notice may be served by the Company on the persons entitled to a share, 

in consequence of the death or insolvency of a member, by sending it through post in prepaid 

letter addressed to them by name, or by the title of representatives of the deceased or assigns of 

the insolvent or by any like representatives of the deceased or assigns of the insolvent or by any 

like description, at the address, if any, in India supplied for the purpose by the persons claiming 

to be so entitled or until such an address has been so supplied, by serving the document or notice 

in any manner in which it might have been served if the death or insolvency had not occurred.  
(e) The signature to any document or notice to be given by the Company, may be written or 
printed or lithographed. 
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40.01 By Advertisement:- 
 

A document or notice advertised in a newspaper circulating in the neighborhood of the Registrar 

Office of the Company shall be deemed to be duly served or sent on the day on which the 

advertisement appears, on every Member who has no registered address in India and has not 

supplied to the Company an address within India for the serving of documents on or the sending 

of notices to him. 
 

40.02 Service of Documents on personal Representatives, etc.:- 
 

A document or notice may be served or given by the Company on or to the persons entitled to a 

share in consequence of the death or insolvency of a Member by sending it through the post in 

prepaid letter addressed to them by name or by the title of representatives of the deceased, or 

assignee of the insolvent or by any like description, at the address (if any) in India supplied for 

the purpose by the persons claiming to be entitled, or until such an address has been so supplied 

by serving the document or notice in any manner in which the same might have been given if the 

death or insolvency had not occurred. 
 

40.03 Service of document on company:- 
 

A document may be served on the Company, or an officer thereof, by sending it to the Company 
 

or officer, at the Registered Office of the Company by post, under a certificate of posting or by 

registered post with a copy sent to the Company at its corporate office or by leaving it at its 
Registered Office or corporate office. 
 

41 Indemnity:- 
 

Subject to the provisions of the Act every Director, Chairperson, Officer or Servant of the 

Company shall be indemnified by the Company against, and it shall be the duty of Directors, out 

of the funds of the Company, to pay all costs, charges, losses and expenses which any such 

officer or servant may incur or become liable to, by reason of any contract entered into, or acts 

done by him as such officer or servant or during the discharge of his duties, including expenses 

and, in particular, and so as not to limit the generality of the foregoing provisions, against all 

liabilities incurred by him/her as such Director, Chairperson, Officer or servant in defending any 
proceedings, whether civil or criminal in which judgment is given in his favour or he is acquitted 

or in connection with any application under the Act in which relief is granted by the Court, and 
the amount, if any, shall be treated as a lien on the property of the Company. 
 

42 WINDING UP:- 
 

42.1 Distribution of assets:- 
 

If the Company shall be wound up, and the assets available for distribution among the members 

as such shall be insufficient to repay the whole of the paid up capital, such assets shall be 

distributed so that, as nearly as may be, the losses shall be borne by the members in proportion to 

the paid up capital, or which ought to have been paid up, at the commencement of the winding 

up, on the shares held by them respectively. And if in a winding up, the assets available for 

distribution among the members shall be more than sufficient to repay the whole of the paid up 

capital at the commencement of the winding up, the excess shall be distributed amongst the 
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members in proportion to the capital, at the commencement of the winding up, paid up or which 

ought to have been paid up on the shares held by them respectively. But this Article is to be 

constructed and applied without prejudice to the rights of the holder of shares issued upon 

special terms and conditions. 
 

42.2 Distribution in specie or kind:- 
 

i. If the Company shall be wound up, whether voluntarily or otherwise, the liquidators may, with 

the sanction of a special resolution, divide amongst the contributories, in specie or kind, any part 

of the assets of the Company and may, with like sanction, vest any part of the assets of the 

Company in Trustees, upon such trusts for the benefit of the contributories, or any of them, as the 

liquidators, with the like sanction, shall think fit. 
 

ii. If through expedient, any such division may, subject to the provisions of the Act, be otherwise 

than in accordance with the legal rights of the contributories, (except where unalterably fixed by 

the Memorandum of Association) and in particular, any class may be given preferential or 

special rights or may be exclude altogether or in part but in case any division otherwise than in 

accordance with the legal rights of the contributories shall be determined on, any contributory 

who would be prejudiced thereby, shall have a right to dissent and ancillary rights, as if such 

determination were a special resolution passed pursuant to provisions of the Act. 
 
iii. In case any shares to be divided as aforesaid, involve a liability to calls or otherwise, any 

person entitled under such division to any of the said shares may, within ten days after the 
passing of the special resolution, by notice in writing, direct the liquidators to sell his proportion 

and pay him the net proceeds and the liquidators shall, if practicable, act accordingly. 
 

42.3 Rights of Shareholders in case of sale:- 
 

Special Resolution sanctioning a sale to any other Company, duly passed pursuant to Section 494 

of the Act, may subject to the provisions of the Act, in like manner as aforesaid, determine that 

any shares or other consideration receivable by the liquidators be distributed amongst the 

members, otherwise than in accordance with their existing rights and any such determination 

shall be binding upon all the members subject to the rights of dissent and consequential rights 

conferred by the said Section. 
 

43 Secretary: 
 

The Board may, from time to time, appoint an individual as the secretary of the Company for such 

term and at such remuneration and upon such conditions as it may think fit and the Secretary so 

appointed may be removed by the Board. 
 

43.01 Functions of Secretary: 
 

The Secretary shall report to the Board about compliance with the provisions of this Act, the 

rules made there under and other laws applicable to the Company. 
 

(i)He shall ensure that the company complies with the applicable secretarial standards. 
 

(b)He shall discharge all such other duties as may be prescribed. 
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44 Secrecy Clause:- 
 

(i) Every Director, Manager, Secretary, Auditor, Treasurer, Trustee, member of a 

Committee, officer, servant, agent, accountant or any other person employed in the business of 

the Company shall, if so required by the Directors, before entering upon his duties, sign a 

declaration pledging himself/herself to observe strict secrecy respecting all transactions and 

affairs of the Company with the customers and the state of the accounts with individuals and in 

matters relating thereto, and shall by such declaration pledge himself/herself not to reveal any of 

the matters which may come to his/her knowledge in the discharge of his/her duties except when 

required so to do by the Directors or by law or by the person to whom such matters relate and 

except so far as may be necessary in order to comply with any of the provisions in these presents 

contained.  
(ii) No member shall be entitled to visit or inspect any works of the Company without the 

permission of the Directors or to require discovery of or any information respecting any details 

of the Company's trading, or any matter which is or may be in the nature of a trade secret, 

mystery of trade, secret process or any other matter which may relate to the conduct of the 

business of the Company and which in the opinion of the Directors, it would be inexpedient in 

the interest of the Company to disclose. 
 

We, the several persons whose names and addresses are subscribed are desirous of being formed 
into a company in pursuance of these Articles, and we respectively agree to take the number of 

shares in the Capital of the Company (as given in the MOA) set opposite our respective names.
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ABBREVIATIONS 
 
 
 

 

1. SEBI : Securities & Exchange Board of India 

2. RBI : Reserve Bank of India 

3. QMS : Quality Management System 

4. MIS : Management Information System 

5. BOD : Board of Directors 

6. MoUD : Ministry of Urban Development 

7. GoHP : Government of Himachal Pradesh 

8. MC SHIMLA : Urban Local Bodies 

9. SMC : Shimla Municipal Corporation 

10. SCM : GSWM Mission. 

11. GSWSSC : Greater Shimla Water Supply & Sewage Circle 
 
 

 

=======xxxx=======  
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Annexure-‘C’ 

SHIMLA JAL PRABANDHAN NIGAM LIMITED 

FORMAT OF BUDGET ESTIMATES  

  
         

  

Sr. 

No. 
Particulars 

Actual of 

previous years 

Budge

t 

Provisi

on for 

CFY 

Actua

l 

Expe

nditu

re 

upto 

..........

... 

Require

ment for 

the 

balance 

period 

CFY 

Total 

Requir

ement 

for 

CYF  

Budget 

Estima

ted for 

next 

FY  

Rema

rks 

A RECEIPTS                   

1 Revenue Receipts                   

(i) 
Water & Sewerage 

Charges                   

(ii) 
Sale & Hire 

Charges                   

(iii) 

Income from 

Investment and 

Interest                   

(iv) Deposit forfeited                   

(v) Misc. Receipts                   

  Total –1                   

2 

Grant –in-Aid 

received from 

State Govt.  

            

      

  Total -2           
        

B 
Total  Revenue 

Receipt (1+2)                   

C Capital Receipts                    

 1 

Capital Grant-in 

Aid received from 

State Govt.                   

2 
Misc Capital 

Receipts 
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D 
Total Capital 

Receipt (1+2) 

         
E EXPENDITURE                   

1 
Revenue 

Expenditure                   

(i) 
Administrative 

Expenditure                   

(ii) Office Expenses                   

(iii) 
Operation & 

Maintenance                   

 F 
Total   Revenue 

Expenditure                   

G 
Capital 

Expenditure                   

 H 

TOTAL 

REVENUE & 

CAPITAL 

EXPENDITURE(

F+G)                   
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Annexure-‘D’ 

 

CASH FLOW STATEMENT FOR THE PERIOD ENDED ON ________ 
 

Sr. 

No 
Particulars 

Current 

Year 

   

A Cash flow from Operating Activities  

 Net Profit before Tax  

   

 Adjustment for:  

 Depreciation and Amortization Expenses  

 Adjustment   

 Profit/(Loss) on sale of assets  

 Provisions written back  

 Proposed Dividend  

 Dividend Distribution Tax  

 Provision for current Taxes  

   

   

 Movement in Working Capital:  

 Increase/Decrease (-)  in Trade Payable  

 Increase/Decrease (-)  in other current liabilities  

 Increase/Decrease (-)  in Short Term Provisions  

 Increase/Decrease (-)  in Inventories  

 Increase(-)/Decrease  in Other Trade Receivables  

 Increase(-)/Decrease  in   Other Current Assets  

   

 Increase(-)/Decrease  in   Short Term Loans And Advances  

 Increase(-)/Decrease  in Deferred Tax Assets  

   

   

   

   

 Net Cash Flow from /used in Operating Activities(A)  

   

B Cash Flow from Investing Activities  

   

 Purchase Of Assets  

 Proceeds From Sale of Fixed Assets  

 Capital Work In Progress   
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 Interest ON FDR   

 Total(B)  

   

C Cash Flow from Financing Activities  

   

 Proceeds from Long Term Borrowings  

 Proceeds from Short Term Borrowings  

 Proceeds from Issue of Share Capital  

 Proceeds from  Grant  

 Total(C )  

   

 Net Increase/Decrease in Cash and Cash Equivalents(A+B+C)  

   

 Opening Balance of Cash and Cash Equivalents  

 Closing Balance of Cash and Cash Equivalents  

 Increase/Decrease in Cash Balance  
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Annexure-‘E” 

Classification of Account/Chart of Account 

Sr. 

No. 
Head of Account  

A Revenue Receipt  

(i) User Charges  

 Water & Sewerage Charges (Domestic)  

 Water & Sewerage Charges (Commercial)  

 Receipts from Water Tanker Charges  

 Receipts from Water ATM Charges  

 Septic Tank Clearance Charges  

 Water Connection Charges  

 Sewerage Connection Charges  

(ii) Sale & Hire Charges  

 Sale of Tender forms & Publication  

 Sale of stores & Scrapes  

 Sale of others scraps and old news papers  

(iii) Income from Investment and Interest  

 Interest on investment   

 Interest from bank Account   

(iv) Deposit forfeited  

 EMD forfeited  

 Security forfeited  

 Miscelleneous  

(v) Grant required from State Govt.   

B Capital Receipts   

 Contribution/Grant Received from State Govt.  

 Other capital Receipt  

   

C Revenue Expenditure  

(i) Administrative Expenditure  

 Salary of staff on Secondment basis from IPH  

 Salary of staff on Secondment basis from MC  
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 Remuneration of outsource staff  

 Consultancy Fee   

 Consultancy Fee for preparation of WSS Project under World Bank Project  

 Medical reimbursement of Staff on secondment basis from IPH  

 Medical reimbursement of Staff on secondment basis from MC  

 Travelling expenses of Staff on  secondment basis from IPH  

 Travelling expenses of Staff on  secondment basis from MC  

 Training &Capicity Building of Staff  

 Exgratia Grant to Staff  

(ii) Office Expenses  

 Printing & Stationery  

 Advertisement and Publicity  

 Audit fee  

 Legal Charges  

 Repair & Maintenance of  electronic equipments  

 POL & Diesel Charges  

 Repair & Maintenance of Vehicle  

 Books & Periodicals  

 Electricity charges  

 Internet, Telephone& Mobile  Charges  

 Digitalization/E- Office Automation  

 Bank Charges  

 Insurance Expenses  

 Miscellaneous expenditure  

(iii) Operation & Maintenance  

 Energy Charges  

 POL & Diesel Charges  

 Operation and maintenance of Infrastructure (SD, WD & WP )  

 Repair & Maintenance of office Buildings  

 Repair & Maintenance of  Residential Buildings  

 Repair & Maintenance of Vehicles  

 Repair and maintenance of Furniture & Fixtures  

 Repair and maintenance of Electrical Appliances  
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 Vehicles Hiring Charges  

 Laboratory Testing Charges  

 

D Capital Expenditure  

 Land  

 Building  

 Plant & Machinery  

 Furniture’s & Fixtures  

 Computers Equipments  

 Network (Water Production)  

 Network (Water Distribution)  

 Network (Sewerage)  

 

Bulk Water Supply - Satluj 75 MLD Bulk water supply & Transmission, 

Rehabilitation of Giri and Gumma(World Bank funded Project)  

 

Improvements in water distribution and SCADA (World Bank funded 

Project)  

 Extension of sewerage network(World Bank funded Project)  

 Rehabilitation and capacity addition of STPs(World Bank funded Project)  

 Global Water Utility – Partnership(World Bank funded Project)  

 

SMC- Capacity Building & water sector expert/ consultant(World Bank 

funded Project)  
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Annexure-‘F’ 

 

SHIMLA JAL PRABANDHAN NIGAM LTD 

US CLUB,FOREST ROAD SHIMLA-171001 (HP) 

STATEMENT OF PROFIT & LOSS FOR THE YEAR ENDED  

    

    

                  Amount in  lacs. 

Particulars 
Note 

No 

Current 

Year 
Previous year 

I. Revenue from operations    

II. Other Income    

III. Total Revenue (I +II)    

IV. Expenses:    

Operational and 

Maintenance Cost    

Employee benefit expenses    

Financial costs    

Depreciation and 

amortization expenses    

Other expenses    

IV. Total Expenses    

V. Profit before exceptional 

and extraordinary items and 

tax    

VI. Exceptional Items    

VII. Profit before 

extraordinary items and tax 

(V - VI)    

VIII. Extraordinary Items    

IX. Profit before tax (VII - 

VIII)    

X. Tax Expenses:    

 (1) Current tax    

 (2) Deferred tax    

XI. Profit(Loss) from the 

period from continuing 

operations    

    continuing operations 

(VII-X)    

XII. Profit/(Loss) from    
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discontinuing operations 

XIII. Tax expense of 

discounting operations    

XIV. Profit/(Loss) from 

Discontinuing operations 

(XII - XIII)    

XV. Profit/(Loss) for the 

period (XI + XIV)    

XVI. Earning per equity 

share:    

       (1) Basic   -     

       (2) Diluted   -     

    

 
For or on behalf of Board of 

Directors   

    

Finance Manager                            Director Managing 

Director    

Place: Shimla    

Date:     
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Annexure-‘G’ 

  

Shimla Jal Prabandhan Nigam Ltd. 

US Club, Forest Road Shimla-171001 (HP) 

Balance Sheet as on ____________ 

                    Amt' in  Rs.  

Particulars 
Note 

No 

Current 

Year 

Previous 

Year 

I. EQUITY AND LIABILITIES    

    

(1) Shareholder's Funds    

(a) Share Capital    

(b) Reserves and Surplus    

(c) Money received against share warrants    

(2) Share application money pending allotment    

    

(3) Non-Current Liabilities    

(a) Long-term borrowings   -     

(b) Deferred tax liabilities (Net)    

(c) Other Long term liabilities    

(d) Long term provisions   -     

    

(4) Current Liabilities    

(a) Short-term borrowings   -     

(b) Trade payables    

(c) Other current liabilities    

(d) Short-term provisions    

Total    

II.Assets    

(1) Non-current assets    

(a) Fixed assets    

     (i) Tangible assets    

     (ii) Intangible assets    

     (iii) Capital work-in-progress    

     (iv) Intangible assets under development    

(b) Non-current investments    

(c) Deferred tax assets (net)    

(d) Long term loans and advances    

(e) Other non-current assets    
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(2) Current assets 

(a) Current investments    

(b) Inventories    

(c) Trade receivables    

(d) Cash and cash equivalents    

(e) Short-term loans and advances    

(f) Other current assets    

    

Additional information    

Significant Accounting Policies    

Total    

  

 

  

 
For or on behalf of Board of 

Directors   

    

Finance Manager                                     Director                

 

      Managing Director 

    

    

    

Place: Shimla    

Date:     
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Annexure-‘H’ 

 

Terms of Reference for appointment of Internal Auditor for the Internal Audit of 

ShimlaJalPrabandhan Nigam Limited(SJPNL) 

 

Background: 

Shimla Jal Prabandhan Nigam Limited (SJPNL) has been incorporated under the 

Company Act, 2013 as a public limited company on 19th June, 2016 vide CIN. 

UU74999HP2018SGC007069 to plan and implement the water and sewerage schemes in 

the Shimla Planning Area. The World Bank has agreed to finance the program under 

Development Policy Loan (DPL). Shimla Jal Prabandhan Nigam Limited (SJPNL) is 

headed by MD-Cum- CEO. The MD is assisted by line officers in implementation of 

water supply and sewerage schemes. There are three divisions each headed by the 

Executive Engineer/Additional General Manager. The Executive Engineer (WS) / 

Additional General Manager- Bulk Water Supply is responsible for implementing the 

water supply schemes. The Executive Engineer (Water Distribution) / Additional General 

Manager –Water Distribution is responsible for water distribution network/schemes. The 

Executive Engineer (Sewerage) /  Additional  General Manager (Sewerage) is responsible 

for implementing Sewerage network /schemes. 

1. Fund Flow Mechanism:- 

The SJPNL receive revenue deficit Grant-in-aid from State Government .The GIA 

approximately Rs. -------------- lacs is expected from the State govt. during the financial 

year -------------. The SJPNL is also implementing World Bank funded water supply and  

sewerage project of Rs. ------------/- lacks from the financial assistance of Centre Govt. All 

receipts from water and sewerage usage charges and other receipts are credited into 

SJPNL bank Account/Accounts. All payments flow from the bank accounts of SJPNL. 

2. Objectives of Internal Audit: 

(i) Internal audit aims at helping the management to achieve the stated objectives. 

It involves analyzing business processes, procedures and activities with the goal 

of highlighting organizational problems and recommending solutions. 

(ii) The coverage of internal audit within an organization is broad and  may  

involve topics such as the efficacy of operations, reliability of financial 

reporting, deterring and investigating fraud, safeguarding assets, and 

compliance with laws and regulations. Thus, the internal audit should  ascertain  

the  compliance  with established policies, plans, procedures and reliability of 

management data developed within the organization and recommend operating 
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improvements. 

(iii) Provide the project management with timely information on financial 

management aspects of the project to enable appropriate corrective / follow-up 

action. 

3. Scope of Internal Audit: 

(i) The Internal Audit will be carried out at above offices of the SJPNL located at 

different places. 

(ii) The internal audit should cover the internal audit of all the schemes including 

World Bank funded projects being implemented by SJPNL. 

(iii) Complete audit shall be conducted in depth keeping in view the nature and size of 

the business of the SJPNL. All the incomes and expenditure should be accounted 

for in the Books of accounts as per the requirements of the Company Act/ 

Accounting standards and other statutory laws. 

(iv) Preparation of Bank Reconciliation Statement Profit & Loss Account & Balance 
Sheet. 

(v) 100% vouching of cash and journal vouchers. 

(vi) To assist SJPNL for the compliance of  instructions/provisions in the  Act  with 

respect  to Income Tax & GST Returns. 

(vii) Report on compliance of mandatory accounting standards should be submitted and 

its compliance be ensured through our staff. Assist SJPNL in for preparation  of  

all  statutory books, statements, statutory registers etc. together with complete 

Annual Accounts of the SJPNL for the financial year --------- with all the schedule 

as required under the Companies Act with a soft copy and the Audit Report. 

(viii) The internal auditors will advise SJPNL to change annual accounts in view of 

changes that may be suggested by the Statutory Auditors /AG Auditors so as to 

meet the requirement of the Companies Act. 

(ix) To provide assistance as and when required in connection with the  preparation  of  

replies to the observations raised by the Statutory Auditors and by the AG 

Auditors relating to CAG comments. 

(x) All other allied work connected with the internal audit including review of 

previous internal audit reports and to incorporate the outstanding audit paras in the 

present  internal audit report. 

(xi) The Internal Auditors will discuss their observations with the officer in charges 

with a view of get them settled before finalization of their report. The routine 

observations which can be settled at the spot so as to avoid calling the concerned 

person from field.. 

(xii) Any other work which the Internal Auditors consider necessary keeping in view 

the nature of activity of SJPNL. 

(xiii) Checking of requirement as pointed out by AG-HP. 
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(xiv) Checking of requirement as pointed out by AG-HP. 

 

4. Period of Internal Audit: 

The internal audit shall be conducted for the financial year _________. 

 

5. Internal Audit Reports 

The internal audit report should be structured in a manner to provide the 

following: (a) audit observations; (b) implications of the observations; (c) suggested 

recommendations; (d) management's comments/agreed actions and (e) status of 

action taken on the previous recommendations. 

6. Action Taken Report 

The Internal auditor will bring out in his report aspects relating to the compliance with 

audit observations made in the reports relating to earlier audits duly elaborating the 

corrective action taken by SJPNL. 

7. Terms of engagement:- 

The engagement/appointment shall be initially for the financial year _______, which can 

be extended further as year to year basis based on the performance of auditor. 

8. General 

 The auditor will be given access to all legal documents (agreements), correspondence      

        financial manuals, notices from the Project Management and any other  information   

        associated with the project as deemed necessary by the auditor. 
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Annexure-‘I (i)’ 

SHIMLA JAL PRABANDHAN NIGAM LIMITED 

Sources and Application of Funds 

For the quarter ended on ________ 

 

  Particulars 

For the Quarter 

Cumulative 

Forecast 

for Next 

QUARTER 

    

Year 

till 

date 

SJPNL 

till date 

A Opening Balance (A)             

B 
RECEIPTS (Budgetary 

Allocation)           
  

  Revenue Receipts             

  Water & Sewerage Charges             

  Sale & Hire Charges             

  
Income from Investment 

and Interest             

  Deposit forfeited             

  Misc. Receipts             

  
Grant received from State 

Govt.  

            

  

Grant received from State 

Govt. for preparation of 

WSS under World Bank 

Project 

            

  
Total Revenue Receipts 

(B) 

            

C Capital Receipts              

  
Capital Grant from State 

Govt.             

  Other Capital Grant             

  
Total Capital Receipts (C 

)             

D 
TOTAL SOURCES 

(D=A+B+C)             

E EXPENDITURES             

  Revenue Expenditure             

  Administrative Expenditure             
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  Office Expenses             

  Operation & Maintenance             

  
Total Revenue 

Expenditures(E )             

F Capital Expenditure              

  Land             

  Building             

  Plant & Machinery             

  Furnitures & Fixtures             

  Computers Equipments              

  
Network (Water 

Production)             

  
Network (Water 

Distribution)             

  Network (Sewerage)             

  DBO Contract             

  

Bulk Water Supply - Satluj 

75 MLD Bulk water supply 

& Transmission, 

Rehabilitation of Giri and 

Gumma             

  
Improvements in water 

distribution and SCADA              

  
Extension of sewerage 

network             

  
Rehabilitation and capacity 

addition of STPs             

  
Global Water Utility - 

Partnership             

  

SMC- Capacity Building & 

water sector expert/ 

consultant             

  
Total Capital 

Expenditure (F)             

G Grand Total G= (E+F)             

  
Opening Unadjusted 

Advances             

  

Advances to 

Suppliers/Others during the 

period             

H Total Advances (H)             
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I 

Less:- 

Recovery/Adjustment of 

Advances (I)             

J Net Advances (J=H-I)             

K Total Utilization (K=G+J)             

L 

Closing Balance(denotes 

available budget 

allocation) (L=D-K)             
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Annexure-‘I(ii)’ 

Financial Indicators 

Sr. 

No 
Variable  Calculation 

Measurement  

Unit 

Rupees 

in Lakh 

and 

volume 

in Cubic 

meters 

Financial 

Performance 

1 

Billed 

consumption 

of current 

assessment 

period (year) 

Total annual 

volume water 

billed m3/ year     

2 

Sales 

revenues from 

billed 

consumption 

of current 

assessment 

period (year)= 

annual 

revenues from 

water sales 

Annual sales 

revenues from 

billed 

consumption INR/year     

3 

Average 

water tariff 

Annual revenues 

from water sales/ 

total annual 

volume billed INR/m3     

4 

Unit 

operating cost 

per m3  billed  

Total annual 

operating expenses 

/Total annual 

volume billed INR/m3     

5 

Unit 

operating cost 

per m3 

produced  

Total annual 

operating expenses 

/Total annual 

volume produced 

(SIV) INR/m3     

6 Energy costs  

Energy (electricity 

+fuel)costs/annual 

operating expenses 

x 100 %     

7 

Internal 

manpower 

costs 

Internal total staff 

costs /annual 

operating expenses 

x 100 %     

8 Operating Total revenues %     
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Surplus  from water sales - 

total annual 

operating expenses 

) / total revenues 

from water sales x 

100 

9 Current Ratio 

Current assets / 

current liabilities Ratio     

10 

Operating 

Cost 

Coverage 

(working ) 

Ratio 

Total revenues 

/operating costs 

minus depreciation Ratio     

11 

Operating 

Ratio 

Total revenues 

/Total operating 

cost including Ratio     

12 

Debt service 

coverage ratio 

(Annual revenue 

from water sales - 

operating 

expenses+ 

depreciation) / 

financial debt 

service (sum of 

principal payment 

or current portion 

of long term loans 

interest payments) Ratio     

13 

Debt 

collection 

period  

(Accounts 

receivable at the 

reference date of 

the current period 

/sales revenues 

during the 

assessment  period 

) x assessment 

period days      

14 

Bill collection 

efficiency 

(Accounts 

receivable at the 

reference date of 

the previous 

assessment 

period+ sale 

revenue during the 

assessment period-

accounts %     
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receivable at the 

reference date of 

the current 

assessment/sales 

revenue during the 

period x100 

 

 

 

 

 

 

 

 


