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SUMMARY OF THE INTEGRITY DUE DILIGENCE REPORT  
 
I. Background 

1. UPPCL is wholly owned by the Government of Uttar Pradesh and is the company 
responsible for electricity transmission and distribution within the Indian state of Uttar 
Pradesh. UPPCL will serve as the executing agency (EA) for the proposed project. 
Four wholly-owned subsidiaries of UP will serve as the implementing agencies (IA) – 
these are:  

• Dakshinanchal Vidyut Vitran Nigam Limited (DVVNL)  
• Madhyanchal Vidyut Vitran Nigam Limited (MVVNL)  
• Paschimanchal Vidyut Vitran Nigam Limited (PVVNL)  
• Purvanchal Vidyut Vitran Nigam Limited (PUVVNL) 

2. While the members of the Boards of Directors of UPPCL, DVVNL, MVVNL, PVVNL 
and PUVVNL are identified as PEPs1 due to the nature of their position in SOEs,2 they 
do not appear to be subjects of any adverse news based on an internet search3 

 
3. The following adverse news were noted on some past members of UPPCL’s Board of 

Directors, for their alleged roles in the Uttar Pradesh Power Sector Provident Fund 
Scam 

II. Uttar Power Sector Provident Fund Scam 

4. The Uttar Pradesh State Power Sector Employees Trust (also referred to as the 
“UPSPSET”) is a trust formed by UPPCL, Uttar Pradesh Rajya Vidyut Utpadan Nigam 
Limited (UPRVUNL) and Uttar Pradesh Jal Vidyut Nigam Limited (UPJVNL) in the year 
2000. The UPSPSET manages the general provident fund, pension fund and gratuity 
fund (collectively referred to as Employee Provident Fund (EPF) of all employees and 
former employees (who get a pension) of the former Uttar Pradesh State Electricity 
Board (UPSEB). These employees had previously transferred to various corporations 
following the restructuring of the power sector of UP. The trustees of UPSPSET are 
composed of around eleven individuals representing the employer corporations as well 
as beneficiaries.  

 
5. The UPSPSET manages both the General Provident Fund (GPF) and the CPF 

(Contributory Provident Fund) of the companies. The details of the two funds are 
enumerated below: 
 
a. The GPF consists of contributions made by the employees of the erstwhile 

Uttar Pradesh State Electricity Board (UPSEB), which was the precursor to the 
UPPCL, UPRVUNL and UPJVNL before its reorganisation on 14 January 2000 
and since then either retired or transferred to successor entities of UPSEB 

 
1 Politically Exposed Persons. 
2 State Owned Enterprises. 
3 A thorough Nexis search and google search for all the persons mentioned in Section A above as also other former 
Directors who are alleged to have been associated with the UP Power Sector PF scam, was carried out using the 
internet search engine-google.com using their names combined with different keywords such as-bribe, corruption, 
money laundering, conviction, tax evasion, terrorism, fraud and various other similar words or phrases. However, 
the analysis is based on review of a limited number of relevant search results appearing on initial few pages. 
Hence, the search results need to be corroborated by running these names through other formal databases and 
sanctioned lists of relevant authorities and agencies. 
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b. The CPF fund manages the Contributory Provident Fund contributions made 
by the employees of UPPCL and its subsidiaries, UPRVUNL and UPJVNL, who 
have joined the successor entities of UPSEB on or after 14 January 2000 

 
6. In November 2019, news broke out that between March 2017 to December 2018 

around Rs 2,600 crore (approximately USD 360 million) from the provident funds 
managed by UPSPSET had been invested in Dewan Housing Finance Corporation 
Limited (DHFL), a controversial private company with alleged links to criminal 
elements. DHFL is currently undergoing liquidation and people connected to it are 
suspected of money laundering.  

 
7. The economic offences wing (EOW) of the UP Police was initially investigating, but 

from 20 February 2020 the Central Bureau of Investigation (CBI) under the central 
government has taken over the investigation. As per news reports, soon after taking 
over the investigation, CBI filed a first information report (FIR) against some of the 
Trustees for cheating, breach of trust, using forged documents, etc. The investigation 
into the alleged scam is still ongoing with officials from the state government admitting 
that the Trust had decided on its own to invest funds in DHFL without following the 
generally accepted norms.  

 
8. After the discovery of the scam, Government of Uttar Pradesh has directed UPPCL to 

meet all the financial commitments relating to provident fund of its employees. 
Government of Uttar Pradesh has also assured UPPCL of its financial support (in the 
form of a loan, probably without any interest cost) to UPPCL in this regard in case of 
any shortfall. 
 

9. It has also been brought to the attention of the UPPCL management that both the GPF 
and the CPF funds do not have the required exemption (for operating their own trust 
funds) from Employees Provident Fund Organisation (EPFO), the apex organisation 
for the Employees Provident Fund in the country. UPPCL has however advised ADB 
that the need for such an exemption is yet to be confirmed and that a committee of 
Directors of UPPCL has been formed to consider the issue of exemption and take the 
necessary action.  

III  Initiatives Being Taken by UPPCL To Improve UPSPSET’s Investment Process. 

10. ADB, during its Mission to UPPCL, Lucknow, (12 March 2020 and 13 March 2020) met 
with senior officials of and enquired about the actions being taken by UPPCL towards 
ensuring that investments of the Provident Fund amounts are carried out in a proper 
manner.  

 
11. UPPCL explained that a review of the incident had revealed a few lapses in the 

management of UPSPSET including (i) delegation of powers to make  investments of  
funds from the GPF and CPF to the Secretary of UPSPSET  without adequate 
oversight from March 2017 to September 2019 and (ii) non adherence to the guidelines 
for investment of provident fund contributions issued by the Ministry of Labour, 
Government of India. (iii) absence of regular meetings of the Trustees of UPSPSET 
(iv) absence of properly constituted investment committee and investment guidelines. 
UPPCL has initiated several actions in the management of UPSPSET to ensure such 
instances are prevented in future. 

 
12. UPPCL’s new initiatives to improve UPSPSET’s investment decision making process 

are given below: 
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a. Elections are being held to ensure proper nomination of employee 
representatives on the Board of Trustees and investment committee (the voter 
lists for both the funds are currently under finalisation) 

b. Investment Committees have been constituted for both the funds with 
representatives of both UPPCL management and the employee’s 
representatives 

c. Strict compliance of investment norms issued by Government of India is being 
ensured in making investments of the funds 

d. Provision of online information (balances, advances, etc.) to members of the 
funds is proposed to be implemented at the earliest 

e. A Committee of Directors of UPPCL has also been constituted to the evaluate 
the need for approaching the Employees Provident Fund Organisation (EPFO) 
of the Government of India for exemption of the UPSPSET. 

 
13. UPPCL expects that with this new initiatives UPSPSET’s investment process would be 

streamlined in accordance with the guidelines issued by Government of India. 

 


