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3 INTRODUCTION

I the Charrman of the Commuttee on Public Undertakings, having been
authorised by the Commuittee m this behalf, present SIXTEENTH REPORT
on the reports of the Comptroller and Auditor General of India for the years
1976 77 (Haryana State Minor Irrigation Tubewells Corporation Ltd) 1977
78 & 1978 79 (Haryana State Electricity Board) 1979 80 (Haryana Tanneries
Ltd and Haryana Seeds Development Corpoiation), 1980 81 (Haryana Ware
housing Corporation Haryana Seeds Development Corporation and Haryana
Agro Industries Corporation)

2 The Commuttee for the year 1983 84 undertook the unfimshed work
of the previous Commuttee and also exammed the representatives of the Cor
poration/Board where necessary A brief record of the proceedings of various
mectings of the Commuttec as also of 1ts mspection of the various units of the
Corporation/Board have been placed in the Haryana Vidhan Sabha Se.re
tariat

3 The Committee feel grateful to the Accountant General Haryana
for his valuable assistance and guidance in completing this report Thanks
are also due to the representative of the Finance Department of Haryana
Government and to the Secretary Deputy Secretary Vidhan Sabha Secre
tariat and other dealing staff with whose competent assistance the report could
be completed 1n time The Commuittee are thankful to the Chairman and
other representatives of the Haryana State Electricity Board and the represen
tatives of the Corporations who extended full co operation 1 the deliberations
of the Committee

Chandigarh SAGAR RAM GUPTA
the 28th February 1984 Chairman

~
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REPORT

REPORT QF THE COMPTROLLER & AUDITOR GENERAL OF INDIA
FOR THE YEAR 1976 77 (CIVIL)

HARAYNA STATE MINOR IRRIGATION (TUBEWELLS) CORPORATION

Paragraph 6 17(4) Runnmg and mamtenance of dwect and augmentation
tubewells

(1} The augmentation tubewells are used for augmenting water supplies
1 the canals according to the requirements mdicated by the Irrigation Depart
ment  The Company receives payment from the Irrigation Department for
the water supplied on unit rate basis The water supplied to cultrvators from
the direct irrigation tubewells 1s also charged on this basis

The table below shows the number of tubewells 1n operation estimated

Y;;gl;l'fg hours and actual utilisation there agamst for the three years ending

Annual  Average hours Per tube Percentage of utihsation

estimate well operated
working —
hours — 1974-75 1975-76 1976-77 1974 75 1975 76 1976 77
Der tub.
well
(1 )] (3) C)) ) () M ®
Direct wrrigation
tubewells ~
Naraingarh area
(197)* 3000 1064 877 1344 35 29 45
Krishnawat area
(43) 3000 446 432 512 15 14 17
Ballabgarh and
Palwal area (42) 3000 240 274 368 8 9 12
Ambala tehsil(135) 3000 1255 885 1114 42 30 37
Raipur Rani(28) 3000 752 986 1059 25 33 as
Bilaspur block(54) 3000 1194 1253 1758 40 42 59
Loharu arez (28) 3 000 429 233 440 14 8 15

Note  Figures in brackets incicate the number cf tubewells 1n operation as
on 3lst March 1977

“It includes figures mn respect of all the three schemes operating 1n
the area
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(1) ) 3 @ (5 (6) Mm@
Sahib1 Nadi(54) 3000 460 308 332 15 10 11
Ghaggar belt area
(50) 3000 496 530 461 17 18 15

Rewari area (18) 3000 826 880 783 28 29 26
Other schemes(616) 3000 1121 1186 1383 37 40 46

¥
Augmentation
tubewells =
Delh: Parallel = %
branch (100) 3000 2620 1780 2868 87 59 96
Narwana Branch
Karnal ink (91) 4000 3229 2773 4072 80 70 102
Narwana Branch(98) 4000 3863 2604 3 066 97 65 76
Tubewell Feeder
and Link Channel
n Faridabad (84) 3 500 — 1856 3228 —_ 53 92
Hanst Branch (69) 3 000 —_ 993 3500 — 33 117
Bhakra Mam
Branch and Ratia
branch (114) 3500 1667 1552 1522 48 44 43
Government schemes
Western Jamuna
Canal (128) 3 000 1253 1707 3430 42 57 114 ("
Jagadhar: Tubewells
Project (256) 3 000 1184 1831 23814 39 61 94 >
Augmentation )
Canal (158) 3000 3152 2275 3456 105 76 115

In September 1975 the Board of Directors of the Company constituted
a study group consisting of representatives of Departments of Agriculture
and Planning and the State Electricity Board for examining the reasons for
under utihsation of direct irrigation tubewells and losses being suffered on
their runming The study group n 1ts report submitted 1n October 1976
made the following broad recommendations

(@) The norm of 3000 hours of runnmng a tubewell per annum was
considered on the higher side and required revision on realistic
basis

Note  Figures n brackets indicate the number of tubewells 1n operation as
on 3ist March, 1977,
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(b) To ncrease the yield of old tubewells a cyclic programme should
be framed to redevelop ths same

(c) Improvement 1 electric voltage should be assessed through
augmentation 1 system and suitable changes in the distribution
lIines

(d) Installation of pmvate tubewells in the command area of the
Company s tubewells should be controlled

() Mmmum consumption guarantee by the farmers should be
enforced -

(f) Underground pipe lines/wate1 carrymg system should be taken
up on priority basis mn undulated areas

The Beard of Dnectors 1n its meeting held on 29th December 1976
accepted the recommendations of the study group and desired that all out
efforts should be made to increase the running hours of the tubewells so as to
render them self supporting

() The table below mdicates the working results of this activity
Particulars Augmentation tubewclls Duect wrnigation tubewells
T 197475 1975-76  1976-77 197475 197576 1976-77
(D ) (3) '4) (5) (6} )

Unts of power
consumed (1n

lakhs) 50334 4,6864 68832 1239 1,31 63 1,81 53
Expenditure
(in lakhs of
rupees) 12499 14346 20990 10499 12002 13293

Income from

sale of water

(in lakhs of

rupees) 1 80 99 1,72 66 2,72 98 47 92 54 69 85 70

Profit (+)/

Toss{ )in

lakhs of

rupees) (+)56 00 ()29 20 ()63 08 ( )57 07 ( )65 33 ( )47 23

Expenditure

per unit of

power consu

med (1n paise) 25 31 31 85 91 73
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Income per
unit of power
consumed(in
paise) 36 37 40 39 42 47
Profit(+4)]
Loss (- ) per
unit of power
consumed (1n
paise) (1l (+)6 (+)9 ()46 ( )49 ( )e

—————— e — - —_ - — — [ — —_——

(1) The losses on the runming  of direct irrigation tubewells were
attributed to establishment cf private tubewells 1n the command areas of the
Company s tubewells It w s also noticed that the cultivators had not entered
Into mimmum consumption guarantee agreemer ts with the Company

In ns written reply the management of the Compnny stated that the
reasons for not obtatning working hours as per the project estimation 1n respect
of direct wrrigation tubewells were non supply of electricity lesser demand
from the villagers etc As regards implementation of the recommendation
of the study gioup the management stated during the oral exammation that a
Commuttee had been formed to imitiate action on therr recommendations It
was further stated that there were various factors which contributed to the non
achievements of targets 1n respect of the direct irrigation tubewells 17 he Com
mittee feel that although a period of 7 years has passed since the recommen
dations of the study group no effective steps have been taken to implement
their recommendations The study group was having representatives from
the Company the Departments of Agriculture and Planning and the State
Electricity Board and the Company could have obtained their help to augment
the working hours of the DITs

The Commuttee further feel that the things were taken very hghtly by
different departmental representatives of the study group and the matters were
not considered fully tefore making recommendations Further, the Board of
Directors of the Company had straight away accepted the recommendations
without examming therr mnplications The Commuttee, ther~fore, reccommend
that the whole matter should be roconsidered at a lngh level alongwith the re
Presentatives of the Agriculture Department and State Electricity Board so as

to achieve the desired results and action taken mn this regard by the Company
be mtunated to the Commuttee

Paragraphs 6 17(5) The table below indicates the number of tubewells

which had been drilled and developed but had not been energised/commissioned
upto 31st March 1977,

¥
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I‘%ﬁe of the Scheme Number of tubewells drilled and developed

but awaiting energisationfcommussioning

—_——— e o e— —

e —— e,

Upto1 More  More Moie Total
year than than than

1 year 2 years 3 years

but upto but upto

2 years 3 years

(D 2 3) ) ®) (6)

Direct irrigation tubewells

Naramgarh area 3 5 18 — 26
Ballabgarh and Palwal area 4 — — — 4
Ambala Tehsil 6 — —_ 5 11
Raipur Rant 2 2 3 —_ 7
Bilaspur block . 3 1 2 — 6
Loharu area — 9 4 2 15
Sahib1 Nad: area 1 — 1 - 2
Ghaggar belt area — — 2 - 2
Augmentation tubewells

Narwana Branch Karnal Iink — — —_ 6 6
Narwana Branch — - 2 2
Tubewell Feeder and Iink

channel 1 Faridabad — 1 1 14 16
Bhakra Main Branch and

Ratia Branch — - — | 1

Total 1 18 3 3 e

Out of above six tubewells (Narwana Branch Karnal link) wete drilled
(June 1972) and energised 1 1973 74 at a cost of Rs 1 04 lhkhs but could not
be brought mto operation due to objecuon from the farmers as they

apprehended that with the running of thése deep tubewdlls, therr own tubewells
would go dry

In reply to a query as to why six tubewells at Narwana branch canal
link drilled and energised 1n 1973 74 at a cost of B 1 04 [hkhs chuld nost be
brought mto operation the Compuny repres 1titive st tedl thit the fa mers
objected to thew installation as tiey appreiondsd that with the nstall.tion
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of these tubewells the water level would go down and their (farmers) tubew: L
would go dry &%

The Committee feel that neither appropriate survey of the area 1s done
nor liatson with the farmers 15 kept before selecting sites for the tubewells If
that is done, there could not be any occasion for the farmers at a later stage to
object to their imstallation

s
The Commttee recommend that there 1s an 1mperative need to maintain
a close hasison with the farmers and the local authority of the area as well as for
educating and motivating the farmers for the nstallation of the tubewells The
Company should , therefore, take speedy steps m this direction

Paragraphs 6 17(5)(1v) Tune taken from drilhng to energisation

The Company has fixed a target of energising a tubewell within a period
of 3 months from commencement of drilling The table below shows the time
taken from the stige of drilling to energisation of the tubewells

Time taken from drilling to energisation
Name of the scheme —— e — -
(with the number of tube Upto 6 More Moie More More
wells to be mstalled) months than 6  than 12 than 18 than 24
months months Months months
but less but less but less
than 12 than 18 than 24
months months months

(1 @ @3) “) &) © @

(number of tubewells)

Total

Durect irrigation tubewells

Naraingarh area (170) 14 70 36 14 8 142
Ballabgarh and Palwal

area (50) —_ 16 17 5 4 42
Ambala Tehsil (150) 59 55 12 3 6 135
Raipur Ran: (40) 2 16 4 4 2 28
Bilaspur block (60) 15 23 13 3 — 54
Loharu area (50) 7 8 7 — 6 28
Sahib1 Nad: (59) 21 9 4 9 11 54
Ghaggar Belt (100) 3 6 2 61 18 90

—_—— e ————— —  — _———— — ————— e ——— =~

Total 121 203 95 99 55 573

— e A e e e e — e —

¢
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a'!ﬁugmentatzon tubewells

Delhi Parallel Branch (100) 13 66 14 3 4 100
Narwana Branch Karnal

link (100) 52 25 11 1 2 91
Narwana Branch (100) 9 82 7 — — 98
Tubewells Feeder and Link

channel 1n Faridabad (100) 2 7 8 19 48 84
Hans1 Branch (68) —_ 1 20 28 20 69
Bhakra Main Branch and

Ratia Branch (150) 25 77 11 l — 114

Total o0 28 71 52 74 556

Only 20 percent of the tubewells installed were energised within six
months from the date of dnlling

In written reply to a queation of the Commuttee as to the reasons for
delay 1n energisation of the tubewells already drilled and developed the company s
representative stated that purchase of pumps and motors from various manu
facturers 1volved a period of abount § months to procure the same They
further stated that the type and size of the pumps and motors could only be
known after tubewells had been developed and that after installation of

the machme the test report was submutted to the HSEB who gave the
connections

The Company representative further explained that for expediting the
process of energisation they had formed a high level Commuttee consisting of
Engineer 1n Chief Member Technical and General Managers, Tubewells
MITC to expedite the process of energisation

The Committee observe that even after all aforementioned measures
having been taken by the management, there 1s still a big scope for cutting

short the delays 1n energising tubewells which were drilled and developed years
back

The Commuttee therefore, recommend that this area should be given
Priority so that the tubewells already drilled and developed are energised i a
reasonable time For this, the management may establish constant contact wrth
the HSEB authorities for cooperating m the matter

6 17 (8) Manufacture of spun pipes

(2) The requirement of spun pipes for conveymng water to the culta
vator s fields was assessed at 3 000 feet to 5,000 feet per tubewell in the case
of direct 1rrigation tubewells and about 1 500 feet for augmentation tubewells
1he company planned to manufacture from September 1971 cement concrete
pipes/reinfoiced concrete pipes departmentally As on 31st March 19717, the
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Company had ten units (capital 1nvestment Rs 19 73 lakhs) for manu®
facturing spun pipes

(b) The performance of the various umts during the three years upto
1976 77 was as under —

Place Year  Number Instal Actual pro per * Value Net
of umits led ca duction centage Expen  of pipes loss
pacit) ——————— . ofpro  ditwe on manu
of work Pipes  Collars duction manu  factured
ng units to Sacture
Jor pro capacity of pipes
duction and col
of pipes lars
ey @ 3 “@ &) ®) @ ® 9) (10)
(figures i number 5) (r lakhs of rupees)

Kala amb 1974-175 3* 27000 16182 20985 59 10 19 871 148
1975-76 3* 27000 7062 3780 25 672 591 038l
1976-77 I* 27000 6323 3430 23 5130 355 175

Sam Majra  1974-75 3 40500 23403 25144 56 138 1264 122
1975-76 3 40500 10320 7865 22 9 37 638 299
1976-71 3 35000 22061 25487 70 1507 1417 090
Jamalpur 1974-75 1 13500 4043 3885 29 303 19 109
1975-76 1 13500 2676 1269 19 213 138 075
1976-77 2 16875 5686 5100 23 int 327 050
Neemka 1974-75 2 21000 NA NA — 361 28 076
1575-76 2 21000 7888 3232 35 385 221 164
1976-77 2 21000 4678 8042 2 322 175 147

Total 8012 6476 1536

The under utilisation of capacity was due mainly to forced closure of
the units from time to time, owing to power shut down or cement shortage

Dunng the course of oral examination the Company representative
stated that various spun Pipes manufacturing units were working on no profit
no loss basis and whatever the manufacturing cost came the same was debited
to the works It was also explained that the production in the various units
was related to the demand of the projects on which work was going on and when
there was less demand the factory s workers were working much below therr
capacity

The Committee feel that instead of working the umits below their
capacity the Company should explore the possibility of running the units to
their full capacity and selling their products to some other private consumers
Government Undertakings/Boards, including Housing Board HUDA and
fublic Health Department etc

/

@
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The Commuttee recommend that necessary action be taken in this matter
expedifiously and compliance report furmished to the Commuttee m due Course

617 (9 (B) Pumps manufactui ng woi kshop

(1 In November 1974 the Company decided to set up a pump manu
facturing workshop at Karnal having an annual rated capacity of manu
facturing 80 pumps to meet the requiremient of the Iirigation Department
Haryana mvolving a capital outlay of Rs 25 52 lakhs 1 he scheme was
revised 1n June 1975 according to which the annual capacity of the workshop
was lowered to 50 pumps while the projeced cost was increased to Rs 40 00
lakhs The pump workshop was established at Karnal 1n November 1975 for
manufacture of axial flow vertical pumps of various sizes

AsumofRs 50 09 lakhs(land Rs 0 73lakhs bwlding Rs 26 50
lakhs and tools and plants Rs 22 86 lakhs) has been spent on setting up
of the workshop upto October 1977 The work 1s 1n progiess (January 1978)

The workshop handled the work of manufacture of spare parts repair
Jobs besides manufacture of pumps of various sizes The number of pumps
manufactured during the two years 1975 76 and 1976 77 was as under -

Yeay Pumps ordered by Pumps Expenditure on
by Irngation manufactyred pumps marnufac
Department tured as per the

annual accounts
(in lakhs of rupees)

1975 76 47 47 11 14
1976 77 111 94 153 27

The work of installation of these pumps was also entrusted by the
Irrigation Department to the Company Out of 141 pumps manufactured
120 pumps have been nstalled on the Iift irrigation schemes of the State while
the number of pumps commussioned 1s 60 only The remaining 21/81 pumps
are yet to be instalied/commissioned (January 1978)

In a written reply to a question of the Committee as to whether the terms
and conditions for the mstallation of the pumps have been settled with the
Irrigation Branch the Company repiesentative informed the Commiuttee that
terms and conditions regarding price of the pumps are decided Jointly by the
Irrigation Department and ICC and that the prices for pumps manufactured
for Siwant Project had already been finalised by the Government but those for
pumps manufactured for JLN project were yet to be decided for which the
matter was reported to have been refeired to the Irrigation Department for
finalisation,



10 ’;/ﬂ—;

The Commuttee desire that the price of pumps manafactured for JIN
project be decided with the Govt expeditzously ‘so that there 18 no delay m
realismg the amount on this account

6 17 (l1) Inventory control

(a) In October 1972 the Tubewell Division Faridabad purchased 71 364
cft of river bed gravel ata cost of Rs 1 65 lakbs (at the rate of Rs 229 90 per
100 cft) The specifications 1n the purchase order provided that 70 per cent
gravel supplied should range from 1/16 to 1/8  On receipt of a complaint
about the quality of gravel the company asked the Ground Water and Soil
Testing Laboratory Karnal mn September 1973 to analyse the gravel Out
of eleven samples collected by the said Laboratory ten samples were found
mostly under size to the extent of 76 4 percent T he testing authorities further
suggested that use of the gravel be stopped tifl 1ts proper screening

As on 3lst March 1977 30047 cft of gravel valung Rs 0 70 lakh
were lymg with the Division The left over stock mamly consisted of material
which was reportedly unfit for use

The purchase of sub standard gravel has not been mvestigated (Nov
ember 1977)

In therr written reply the Company representative stated that every
possible effort would be made to place full information of this case before the
Commuttee at the time of oral examnation

During the course of oral exammation the representative of the
Company agam assured that a detailed note about the purchase of gravel
will be furmshed to the Committee The Commuttee however regretfully
observe that wnspite of assurances given to the Commttee on different
occasstons the promused information was not furmished till the drafting of
this report

The Committee desire that requsite 1nformation be farmshed to the
Conminittee urgently

6 17 (11) (¢) In January 1973 6749 kg of M S rounds of 5 mm size
valuing Rs 0 14 lakh were purchased by the Executive Engineer (Neemka
factory) Faridabad The material was however not accounted for 1n the
store accounts (January 1973) The official who recewved the material expired
m January 1973 His charge was taken over by another Sectional Officer
(January 1973) who was reported absconding since June 1973 The matter
was reported to the Police 1n August 1973 Further developments are awaited
(January 1978)

During oral examination the Company representative stated that the
case was pending with the police since August 1973 T he Committee ob
setve that there 1s mordinate delay n the finalisation of this case Tt seems
that department 1s not persuimng 1t vigorously with the police authorities

The Commuttee suggest that the matter should be taken up at appropriate
igher level with the Police Department for speedy finalisation of this case  The
gutcome of the efforts made by the Company 1 this direction be 1atimated to the
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Committee at an early date

6 17 (1) (f) During September 1974 730 cement bags were recaive !
in Fatehabad Lining Division No 1 from Charkhi Dadrt these were ndt
accounted for in the stock register During physical verification (November
1974* 19 600 cement bags werd found against the book balance of 13 950
bags but the excess (650 bags) was notaccounted for m the stock register
1 El,ms 730 bags (value Rs 0 14 lakh) remained unmaccounted for (November
1977)

(g) During the years 1970 71 to 1976 77 92 cases of thefts involving
Rs 1 26 lakhs were reporte dto the Police auttorties  Qut of these 13 cises
involving Rs 0 54 lakh weré declared as untraceable by the Police Invest:
gations 1n the remamnng cases were reportedly mcomplete

(h) The Tubewell Division Ambala reported (Fune 1972) to the Com
pany s head office about shortage of stores worth Rs 0 06 lakh in respect of
an ev offit 1 of the Company who had resigned and jomed the Irrigat on
Department 1 December 1971 During April 1976, some interpolations 1n
the indents wete also observed which raised the amount of shortages agaiust
the officlaitoRs 0 17lakh A show cause notice was served to him 11 May
1976  Further developments are awaited (January 1978)

During the course of oral examinatton the representative of the
Company stated that the case regarding non accountal of 730 cement bags was
yet to be finalised The Committee observe that the case dates back to tne
period September, 1974 and the Company has not so far been able to finalise
1t during this period of 10 years The Commuttee feel that no adequate attention
1s being paid by the management to cases of misappropriation embezzlements
and shortages

The Comnuttec do not appreciate the lethargy and apathy on the part of
the Company and strongly recommend that all the cases of shortages and em
bezzlemeats be taken wp on a prionity basis and finalised expeditiously

6 17 (12) Internal oudit

The Company introduced internal audit for the first time 1 November
1976 providing an audit party for each circle There are four Internal Audit
Officers for audit of 9 circles  Further  these Officers have been made respon
sible to Superintending Engineers instead of to the Managing Director N
scope and quantum of internal audit has been prescribed (December 1977)

6 17 (13) Cost accounts

The Agrcultural Refinance Development Corporation while san.
toning loans for the various schemes had putin a condition that the Company
would employ on whole tume basis a qualified Cost Accountant for ensuring
mter alia maintenance of proper accounts of costs incurred 1n  the implem nt
ation of the schemes The Company has however not introduced any costing
system to determine the cost at the various stages of installation of tubew.lls
80 as to arrive at the total cost of installing a tubewell and the cost of water
to be sold Further no qualified Cost Accountant was employed on a whole
time basis for ensuring maintenance of proper accounts and cost records
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The Commttee view mternal audit and cost accoants as the essenP?al
mstruments for financial control and admmistrative eficiery and m thuis light
recommend that both internal audit and cost accodafs 3ys*en 5 10ald be 1trodaced
strengthened so as to achieve better financial control anl _Ticre1cy

— ~

6 17 (14) Other powmnts of mterest
() Non realisation of sale proceeds of-wat.r

The cost of water delivered 1nto canals through the tugm -tation tube
wells 18 recoverable from the State Government (Irrig tion Department)
In the case of water supplied to the farmers 11l other parties through the
direct irrigation tubewells the demand 1s revlised through the Revenue
Depaitment of the State Government Crop wise ' A t¢ 1 sar. preparad by the
Company and passed on to the Revenue Deputn nt for 1ecovery  Upto
30th September 1975 (khaiif 1975) the amount after coll.ction by the Revenue
Department was deposited 1nto treasuries as Goverament r.ceipt and then
paid by the Government to the Company No an Iysis of the outstanding
demands was prepared to ensure that all the demands have been realised by
the Lambcrdars from the farmers deposited into treasuries and paid back to
the Company

Fiom 1st October 1975 the amount collected by the Revenue D part
ment 1s deposited direct into the bank account of the Company The year
wise details of the demand raised the amount realised and the balance out
standing were as under

Year Domand created Amount realised Balance

Direct Augment  Direct Augment Driect Augmenta

iriga ation 111ga ation tube niiga  tion tube
tion tubewells  tion wells  tion w lls
tub- tubewells tub wells
wells
0y ) 3 4 (3 © O
(in lakhs of rupees)
1970 71 46 87 521 - - 46 87 521
1971 72 39 57 569 — —_ 86 4 10 90
1972 73 42 35 48 60 — 097 1287 58 53
1973 74 6723 13849 17 99 *99 40 178 03 97 62
1974 75 48 93 177 80 41 10 *285 11 18586 ( )9 69
1975 76 50 356 80 76 18318 81 45 53 24(-)10 38
1976 77 % 71 235920 91 27 229 64 58 68 19 18

—_—

*Includes advances amountmg to Rs 19 85 1a151§ and Rs_12_20 la—khs
during 1973 74 and 1974 73 respectively with the result that balance
outstandmg Wwas /n minus

he
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S The Committee noted that no analysis of the outstanding demands of the
sale proceeds of water had been prepared to ensure that all the demands
realised by the Lamberdars from the farmers were deposited mto the 1reasury
and paid back to the Company The Managemsnt in therr written reply stated
that the exact amount 11 respect of the demand raised yearwise was bemng
ascertained from the field officers through a special person deputed by a Naib
Tehsildar who was to complete the job assigned to him Tt was further stated
that the D Cs/F C R m the State were also frequently approached to 1ssue
suitable instructions to the Revenue staff for expeditious liquidation of re
coveries of MITC demand

The Commuttee desire that a detailed statement gIving yeéarwise amount
outstanding 1n respuct of demands for water charges raised may be made available
to the Commuttee within three months together with the progress of recoveries made
s this behalf

6 17 (14) (u) Payment of electricity bills

Monthly electricity bills of the Haryana State Electricity Board were
not paid by the Company in time The delay n payment during December
1974 to April 1976 ranged from 8 to 30 months resulting m loss of rebate
aggregating Rs 11 35 lakhs

During the course of oral exammation the company representative
stated that they did not have adequate funds to pay the electrivity bills 1n
time as a result of which they could not avail of the rebate available on m rking
trmely payment of electricity charges to the Electricity Board

The Committez deswre that a statem nt giymg details of electricity over
dues for preceding years as well as the amounts of rebate nat availed of be
furmshed tc the Commuttee together witn the cfforts made for hquidatinz this
contmgent labuity

6 17 (14) (v) D fective purchase oider

In June 1976 the Company placcd an orcer for supply of 1 800 metres
of pipes of 12 dia for Rs 170 60 (including central sa'es tax) per me . (for
Karnal) on a Delhi firm The supply was to be completed by Oc oler 1976
The supply order contained a penalty clause for delayed supplies but 1t was
silent about penalty for non performance of the contract 'The firm did not
complete the supply within the stipulated perted and applid (October 1976)
for extension of the delivery pertod upto December 1976 The extensicn
was refused  The supply order was cancelled in M arch 1977 and the material
was arranged from another source at Rs 252 05 per metre involving extra
cost of Rs 1 47 lakhs The extra cost could not be reccvered from the firm
for want of a risk purchase clause 1n the supply order

In reply to a question of the Committee s to why the risk purchase
clause which 1s normally provided 1n all supply orders was not provided by the
Company the Company representative stated that the supphers do not agree
for the msertion of risk  purchase clause and wherever this had been 1nserted
the same was not 1nvoked

The Comrint tee feel that some method shculd be devised to s-feguard
the mterest of the Govt 1 case where material was not supplied by the supplier
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in time and or accordmg to the pre cribed specfications The Comm,itee,
therefore, suggest that the govt should take mecessary steps to evolve the ¥
cedure m this regard to safegoard the interest of the State/Companies and mtimate
the progress made m this behalf

REPORT OF THE COMPTROLLER & AUDITOR GENERAL OF
INDIA FOR THE YEAR 1977-78 (CIVIL) RELATING TO HARYANA STATE
ELECTRICITY BOARD

6 7 Sale of energy

(I) Introductory

Section 59 of the Electricity (Supply) Act 1948 “provides that the
State Electricity Board shall not as far as practicable carry on its operations
at a loss and shall adjust 1ts charges accordingly from time to time Under
Sezticn 78 A 1bid the Board 1s required to be gurded by such directions on
question cf policy as may be given to 1t by the State Government

The Board had estimated 1 May 1969 that 1t would achieve a mmimum
nnual return of not less than 8 5 per cent on its average capital ** base by
1970 71 and S 5 per cent by 1973 74 and would continue to maintain at least
tl 15 level subsequently  As the Board could not achieve the targetted returns
m.d1fed forecasts were sent by the Board to the Central Electricity Authority
in July 1976 wherein the return to be achieved 1z 1977 78 was 1evised to 8 2
per cent

The following table indicates the projected annual rate of return on the
average capital base and actua) rate of return achieved during the years
upto 1977 78

Year Projected  Return
rate of achieved
return (per cent)
(per cent)

1970 71 85 58

1971 72 85 47

1972 73 - 85 53

1973 74 925 57

1974 75 95 40

1975 76 95 72

1976 77 71 6 4

1977 78 82 72

The shortfall was attributedfby the Board (October 1978) to —

(1) shortfall 1n power availability mainly due to slippage 1n commus
sioning schedule of Beas Project which was imtially scheduled to

—_—— e ——

*~<Capital base means the sum total of (1) gross fixed assets (1) m
tangible ascets and (111) working capital which will be 1/6th of the total operating
and admistrative expenses reduced by accumulated provisions for depre
cration and consumers’ contribution for fixed assets and security deposits
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e be commissioned 1n 1973 74 With the comnussioning of 2 sets
hea in 1977 78 (December 1977 and March 1978) and remaining
N 1978 79 the return 1s likely to 1mprove 1n the ccming years

H

(11) non capitalisation cf interest on lqaps cbtained for these projects
which are still under copstruction |, )

(1) the return derived from Rural Electrifcatyen Scheme which was
undertaken as soc10 economic policy to uplift - the rural areas
economically was not adequate to cover the operaticn main
tenance depreciation and mterest charges in mitial years,

(1v) supply cf pcwer to commen pool consumers (Nangal Fertilizer

Factory) at average rete of 4 272 paise per KWH from Bhakra
Complex

(V) increase 1n price of essential inputs, and

(vi) higher rates of purchase of power charged by inter State Generat
ng agencies

(2) Tariff res sions

With the object cf raising additicnal revenuee five majcr tanff revi
sicns were made by the Board since its fcrmaticn 1n May 1967 The tanff
revisions were made cn ad hoc basis to (1) meet the increased ccst ¢ f genera
tion transmission distribution etc  (11) enhance the f nancial rescurces ¢f
the Board (111) iquicate the accumulated habilities and (1v) mectthedevelcp
ment ccst it may however be mentioned that interest iability cn the lcans
raised by Board from the State Government 1s increasing frcm jear to  year
(Rs 183 721akhsn 1970 71 to Rs 6 235 39 Jakhs 1n 1977-78) and no effictive
steps are being taken to clear the same

In 1ts written reply the Board stated that the achievement of a parti
cular percentage of return on average capjtal base was linked with many factors
which 1ncluded the level of tariff rates extent of losses 1n rural electrification
avatlability of power and trapsmussion/djstribution Josses etc Durimng the
course of oral exammation cn 6th Octoher 1983 the Rcard’s Iepresentative
stated that the primary factor regarding the non achievement of targotted
returns was that the tanff structure was low,and the cost of prodicticn was
high  He also stated that losses incurred under Rural Electrif cation were
not compensated by the State Government whereas 1n  cther Siates a subsidy
on the lesses incurred on Rural Electification Was granted to tte Electrics y
Boards Further during the course cf oral examinaticn it wat ncticed that the
rate of return of the Board 1n respect of subsequent years had gone down to a
great extent as per details given below —

[=

Year Percentage of

return achieved
1978 79 10
1979 80 55
1980 81 06
1981 82 13
1982 83

03
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1t was also noticed by the Commuttee that the revenue receipts of’tﬁi

Board did not increase 1n the same proportion in which the tariff rates were
revised by the Board in May 1978 and January 1981

The Commuttee strongly feel that the health of the Board 1s gomg down
day by day In this regard the Comruttee have already made exhaustive ob
servations m their 7th Revort which should be mhplemented forth with, if not
already done, and a detailed report submatted to the Commutte

Paragraph 6 1(6)(b)

() In view of the stringent financial position of a private consumer
of Charkht Dadr1 the State Government 1ssued (December 1976)
a directive to the Board that to revive the work of the company,
the consumer company may, mter ala be allowed a moratorum
of five years on accumulated airears of electricity charges (includ
ng clectricity duty) Accordingly the Board decided (December
1976) to allow a moratorium for five years on the dues to the
extent of the amount (Rs 34 76 lakhs) of accumulated artears
outstanding 4nd not té recover surcharge (2 per cent per month)
or mferest on such amount for that period

When asked to explamn the peculiar circumstances of the stringent
financial position of the private consumeis at Charkhi1 Dadri under which a
moratorium for 3 years on the dues of cumulative arrears of the electricity
charges was allowed by the State Government the Government 1n this written
reply stated as under -

1 he latest development of case of M/s Dadri cement factory 1s as under

M/s Dadri Cement Ltd has been taken over by Govt of India under
(Acquistron and transfer of Undertaking) ordinance 81 promul
gated by the President of India and entrusted it to the Cement
Corp of India wef 23 6 81 to run this unit under section 18
of the ordinance Pattern of payments of dues had been deter
muined :n the order of priorities for the discharge of the Liabilities
of the Company has been given 1n the schedule of ordinance in
which Board s elecy dues have been placed under prionty ITI
The claim of the outstanding dues against the company 1s to
be filed with the commussioner/payments as and when appomted
by the Govt of India/CCIL Ltd Since the amount of Rs 84
lacs 1s likely to be exhausted under priorty I& I  of the
Schedule which pertain to wages salaries loans etc a reference
has been made to the State Govt seeking instructions regarding
recovery of the outstanding dues as well as release of connection
since Govt of IndiafState Govt was keen for the revival of the
umt and a specific nsfructions from the State Govt that no
obstruction be created for revival of the unit The connection
has been provisionally released to:CCI Ltd on 21 8 81

The Committee desire that the latest positiont of the case be mtimated to
it at a very early date
Paragraph 6 7 (7) Other topic of wnterest ! ) -
k4

4 ‘

Under assessment of energy charges

The Board 1s running a small thermal power house within the premises
of a cement factory at Surajpur having a large industrial supply electric

(‘)
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connection The consumer was heing supplied power both through hydro
electric source and thermal power kouse The Maximum Demand Indicator
(M D 1) with reference to which the demand charges were to be assessed was
however 1installed only at the hydro electric source of supply and the consumer
was accordingly billed on the basis of fhe reddiags recorded. at the said M D 1
The demand charges in respect of supply from fhermal sources were not billed
as no MD T was mstalled to indicate the ¢emand/consumption of electricity
from 1t

The Chief Engineer of the Board in response to an enquiry from a
subordinate officer about the maximum demand during runnmg of the thermal
power house conveyed (May 1971) that for assessing the billing dem~nd either
the M D I .be installed at the common point of supply of both the sources or
half hourly readings of energy consumption be recordzd for both the souices
simultaneously whenever the thermal szfs were run and the maximum demand
arrived. at on the basis of maximum energy consumed/power factor should
be compared with the mximum demand recorded on the hydro electric supply
and higher of the two should be charged from the consumer

Notwithstanding the aforesaid instruct ons the billing was continued
to be done tentatively on the basis of the readings recorded by the M DI
installed at the hydro electric source and 1t was only in November 1974 and
October 1975 that the internal audit wing of the Board worked out addi
tional demand for Rs 2 12 lakhs and Rs 1 81 lakhs for the pz=riod October,
1971 to July 1974 and August 1974 to May 1975 respectively The con
sumer, however, contested December 1974 and November 1975) these demands
holding the same as arbitrary and averse to facts and demanded that the issue
be discussed and decided by the competent authority

The Chief Engineet provisionally decided (November 1975) to tem
porarily freeze the additional demands pending final decision on the ground
that the amount worked out by the internal audit was not factual 7T he Board
started (Septermber 1977) 1ssuing bills to the consumer according to instructions
of May 1971 but the additional demand for the period from October 1971
to August 1977 1s yet to be raised

In 1ts written reply to the above para the Board stated as under —
I & 1

The case has been decided by the WT M 1n the Meeting held on 7 4 80,
which 1s as under —

The whole Time Members had carefully considered the Sales Memo
randum No 4/M7TMs/80 sent to Secretary Board vide UO No
154/17/17/1ifVol

II  After through discussion 1t was decided that the maximum demand
of M/s BCW during a month when the supply Fas been drawn both from hydro
and thermal source shall be worked out as under —

(1) The maximum demand shall be max mam demand as recorded
on the hydro system or the maximum demand recorded on hydro
system 1n the mmdex month whichever 15 higher Index month
15 defined as the proceedings month m which the energy was
fed— throughout the month from hydro source only
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(1) In the event of contract demand during a month bemng higher
than the contract demand dummng the mdex month the maxi
mum demand as assessed 1 (1) above shall be multiphed by
a factor Contract demand dunng the month under assessment
divided by contract demand during the index month

As per proviston m SMI 180 the f1:.'s.yment of the arrears can be allowed
n 1nstalments on the express request of the firm Accordingly the firm was
allowed to clear the outstanding dues of Rs 4 11,552 40 1n six instalments

The firm however, agamn requested that since the amount being subs
tantial they may be allowed to make the payment In ten equal instalments
The firm s request was accepted and they were allowed to make the payment
of the bilance amount 1 nine mstalments So far the firm has made the Pay
nient of eight instalments and now Rs 76,351 are outsfanding against them

The Commuttee observe that the above case explains aWay the neghgence
of the Board staff n assessing the energy charges on correct basis as a result of
which additional demand for Rs 2 12 lacs and Rs 1 81 Iacs for the period from
October 1971 to July, 1974 and from August, 1974 to May, 1975 respectively
had to be raised at the instaace of the mternal audit witg of the Board

The Comnuttee, therefore, strongly recommend that the Board staff should
be mstracted to follow the prescribed procedure for billing scrupulously so as to
avod recurrence of such occasions The Commuttee further deswre that the
recovery of the balance amount of Rs 76,351 be also effected on due basis under
mtmation to the Committee

Paragraph 6 8 Thermal Plant Surajpur

The thermal plant at Surajpur has two generating umits of 2 6 MW and
4 2 MW capacity respectively The consumption of fuel heat units genera
ted heat equivalent of electrical energy and average thermal efficiency n the
thermal plant for each of the three years upto 1977 78 are given below -

1975-76 1976-77  1977-78

(a) Fuel consumed
Coal (Thousand tonnes) 106 11 4 16 00

(b) Heat value of fuel consumed (in
thousand milltons of kilo calories)

Coal (5500 K Cal/Kg) 58 4 62 8 88 00
(c) Generation hedt rate and efficiency
(1) Total units generated (in 74 74 10 ¢
million Kwh)
(1) Heat rate (K Cal/Kwh) 7825 8470 8789
(1) Thermal efficiency {Percentage) 11 00 10 15 978
(1v) Design efficiency: 17 8— 17 8- 17 8—

(Pereentage) 19 4 19 4 19 4

N

-
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{ The thermal efficiency of the plant was below the designed efficiency
Further as compared to the Board’s anticipated consumption of cozl prov;
ded 1n the annual estimates thers was excess consumption to the extent of
3 673 tonnes valued at Rs 5 95 lakhs during the years 1975 76 to 1977 78

The Board stated (July 1978) that overall low efficiency of the plant
was due to ageing factor of the units which had outlrved their Iives and inferior
quality of coal recerved from collieries It may be mentioned that estimates
for the consumption of the coal wers prepared keeping 1n view the ageing factor
of the plant and inferior quality of coal

In written reply the department have stated that although the overall
low efficiency of the plant was due to the ageing factor of the plant which had
outlived 1ts life and inferior quality of coal recerved from collieries yet the
Committee feel that the estimates for the consumption of coal must have been
prepared keeping in view the agemg factor of the plant and nfertor quality of
coal Accordingly the thermal efficiency of the plant should have been favour
ably comparable to the designed effictency

The Committee, therefore, recornamend that the Board should have a Sys-
tem of constant momitoring over the performance of these plants so that such
factors as agemg, wferior quality of coal may not stand 1 the way of therr

efficiency

Paragraph 6 9  Excess consumption of materal

Nine works of providing tubewells and industrial connecticns were com
pleted by a Junior Engineer 1n charge cf a sub office 1n November 1973  but
neither any accounts were submitted by him nor checked by the Sub divisional
Officer immediately after the completion of the works as required under the
rules The concerned Jumor Engmeer was transferred to another divi 1cn
on 25th May 1974 without handing over charge Despite a request by the old
Divisional Officer not to allow him to 101n 1n the new divisicn t1ll he handed
over his charge he was allowed to join  After recall he handed over the
charge 12 old division between 23rd December 1974 and 21st January 1975

The consumption statements submitted by the Jumor Engineer were
test checked by the Sub divisional Officer (February 1975 to October 1975)
and 1t was noticed that non consumable stores worth Rs 0 34 lakh had been
booked 1n excess on the above works The official who 1n the meantime had
gone to the Beas Construction Board was stated to be absconding from duty
from 9th March 1978 and the amount was therefore placed (March 1978) 1n
Mlscellaléeous Public Works Advances’ pending recovery  Further progress
1s awaite

The Executive Engineer stated (May 1978) that the official had drawn
the material i excess of provision in the esttmates of the concerned works
due to negligence of the then Sub divisional Officer who failed to detect the
stores requisitions made 1n excess of the estimated requirements No action
has been taken against the concerned Sub divisicnal Officer

In written reply to this para the Board stated as under —

Shr1 ML Singla while working as Jumior Engineer in Dharuhera
Sub office of operation Division Rewar, executed 9 works of
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providing tubewells and 1ndustrial connections 1n Novemzér
1973 This Jr Engineer was transferred to another divistons
on 25th May 1974 and left his present post without handing
over charge Xen OP’ Division Rewar requested the new
Divisional Officer not to allow him to jCin n his division t1il
he handed over hus charge Numerous letters were exchanged bet
ween the two Divisional Officers for hancing over the charge of
Junior Engmeer At last the Jr Engineer reported 1n the said
dwvision on 23rd December 1974 and 2gamn cn 2lst January
1975 From the accounts submitted by the JE 1t was noticed
that stores worth Rs 33 812 07 had been shown excess con
sumed on the above works The official who was transferred
to B CB by that time was asked to get the excess consumption
accounted for but it was reported that he was absconding from
duty from 9th March 1978 Accordinglv the amount of Rs
0 34 lakh was placed 1n Miscellaneous Advances in March 1978
The matter regarding recoveryfadjustment remained in corres
pondence at divisional level Later on 9479 the Chief Engi
neer OP’ personally asked that accounts be reconciled within
seven days In response to this Shr1i M L Smngla attended the
office of Xen OP® Divn Rewart from 11479 to 25479
Two Gazetted Officers Sh VK Vad SDO Bawal and
Sh JL Malhotra SEE Sub Station Rewar1 were deputed to
re check the measurement/shortage physically at sie Both
the officers checked the measurement and found that all the
major 1tems were correct as recorded by the JE Incharge of
the works However the minor items which could not be checked
at that stage 1 e after a period of about five years were shown
short 1n the Electrical Measurement Bcok The resultant loss
worked out to Rs 3197 67 and the excess amount of Rs 30 614 35
was withdrawn from suspense Head miscellaneous advances
Shr1 M L Singla gave his consent to effect recovery @ Rs 130
per month from his pay  Accordingly the recovery started from
his pay we f the pay of January 1981 paid in February 1981

It has been confirmed from C A O [ Pay & Accounts that the above

officer 1s at present working as SD O OP’ Sub Divisicn Piph
and an amount of Rs 1050 has since been recovered frem hus
pay upto the pay of 7/81 paird on 31 7 81 to the officer

From the above 1t can be seen that the case remained under conti

nuous follow up at various levels vigorously and no responsibility
therefore had to be fixed an any official/officer

After carefully considering their written reply the Committee find

that there 1s an inordinate delay in taking action against the
official(s) who had drawn the material i excess of the provision
1 the estimates of the concerned works due to the negligence
of the then Sub-Divisional Officer who failed to notice  the
stores requisitions made 1n excess of the estimated requirements
The Commuittee further observe that the matter had been going
at a very slow pace in as much as 1t dates back to 1874 and
Rs 1050 had been recovered so far The Commtteec recommend
that the balance amount may be recovered expedipously and
the comphance report furmished to the Commuttee,

%
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ﬁa?agrap}z 6 10. Excess consumption of demineralised water

The annual estimates for the runming and maintenance of first and
second units of Thermal Plant, Faridabad provided average hourly consump
uon of 13 tonnes of demineralised (DM) water during the year 1975 76 and
10 40 tonnes during each of the years 1976 77 and 1977 78 The plant was
run for 5 335 hours (one unit) 8 770 hours ( wo umts) and 10 604 hours (wo
units) durmg the years 197576 1976 77 and 1977 78 respectively

It was no 1ced (February 1978) that during these years 4 17 lakh tonnes
DM water had been consumed 1n the plant again t the estimated consump
tron of 2 71 lakh tonnes DM water resulting 1n excess consumption of 1 46
lakh tonnes DM water valuing Rs 3 35 lakhs

The Government stated (February 1979) that excess consumption of
DM water was due to frequent tripping testing and commissioning of units
hydraulic tests turbine Hushing etc¢ and that the plant was to be kept
running in view of acute shortage of Power 1n spite of some bearable leakages
in the plant  This contention of Government has to be viewed 1n the light of
the fact that the estimates for the consumption of DM water are sanctioned
by the competent authority keeping 1n view all the factors responsible for the
loss of DM water and that the units remamed under shut down on
an average from 5 to 6 months 1n a year during this period against one month
provided 1n the estimates and the leakage could have been properly plugged

When the Commuttee desired to know the lustification of the excess
consumption of demineralised water as against the provisions in the estimates
particularly when these estimates had been framed and sanctioned by the ccm
petent authority after taking 1n to account all such faciors as tripping testing
and commussioning of umts and other allied contingencies for the loss of
deminearlised water the Board’s representative stated during oral evidence
that they had called for he comments of the Chiof Engmeer Thermal Plant
Faridabad with whom the matter was being pursued The Committee observe
that the excess consumption of water was due to wrong estimates for the con
sumption of demuneralised water framed by the Board’s authorities who did
not take 1nto account all the factors and contingencies responsible for the loss
of water and as a result 1 46 lakh tonnes Demineralised water valuing Rs 3 35
lacs was consumed 1n excess

The Committee would like the Board to Investigate the matter m detail
and fix responsibility on the officers/officials who did not exercise the amount
of care which ought to have been done for the Consumption of demineralised water

The results of the mvestigation so condcuted be mtunated to the Cotrnittee with
Ik 2 period of three months

Paragraph 6 11  Extra expenditure due .0 delay wn the finalisation of tenders

Tenders for constraction of § numbers category III quarters including
nternal water supply and sanutary fittings at 33 KV Sub station Digaran Jattaw’
were 1nvited on through rate basis by the Executive Engineer Civil Works
Division Rohtak on 24th February 1975 and Opened on 20th March 1975
As per the terms of notice Inviting tenders’ the offers were to remaimn valid
for three months from the date of opening of tenders In response three
contractors submitted their offers 1he lowest offer (Rs 1 33 lakhs worked
out on the basis of tendered rates) contarned a stipulatton regarding claim for
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exira carnage for bricks available beyond three mules from the site of work _

which was also covered under the provisions contamned 1n common schedule
of rates The lowest tenderer was, however, asked (31st March 1975) to
withdraw this condiion but he did mot respond Further one of the other
two contractors, who were addressed regarding the extra carriage for bricks
mtlmatg,d that such charges were payable The other contractor did not
respon

After processing the tenders were forwarded by the Executive Engineer
to the Superintending Engineer on 26th April 1975 who finally sent them to the
Chuef Engmeer on 10th June 1975 though both the Divisional and Circle
Offices were located at the same place Since the tenders were still under
process the lowest tenderer was asked (16th June 1975) to extend the vahdity
period by one month, 1 ¢, upto 19th July 1975 to which he agreed T he tenders
could not be finalised even by that date and the tenderer was agawn. asked (Ist
August 1975) to extend the validity peniod by another two months This
time he refused and requested for refund of the earnest moncy (Rs 2,800)
xl')\cccorcémsgly the tenders were cancelled by the Chief Engmeer on 17th Septem

r 197

Fresh tenders for the same work were mvited on Ist August 1976
and opened on 2ist August 1976 The work was allotted (November 1976)
to the same tenderer whose rates were lowest (Rs 1 79 lakhs) The non
finalisation of tenders even within the extended vahdity period of 4 months
(te by 19th July 1979) resulted 1n extra expenditure of Rs 0 46 lakh

The Executive Engineer stated (Apnl 1978) that this bemng admunis
trative/financial matter the detailed scrutiny of documents was necessary at
various stages and that the extra cost involved was due to the enhancement of
premium rate dunng the intervening peniod

During the course of oral examination when called upon to explain the
reason for not finalising the tenders within the stipulated period of 3 months
from the date of their opening and also reasons for extending the validity period
of the lowest tenderer agan and again, the Board’s representative stated that
some conditional tenders were recetved and 1t was difficult to accept them and
some time was taken m negotiation with the contractors for persuading them
to withdraw the conditions so that their tenders could be accepted It was
further stated that this was an unbudgeted expenditure and 1t was thought that
the money could not be spent and consequently the case had to be referred to
the Board In all this the validity period of the tender expired

The Commuttee do not feel satisfied with the explanation furmshed by
the Board authorities and observe that it1s a case where the Board functionaries
have not acted m a manner as would: have saved them from a loss of Rs 0 46
lakh The Commttee, therefore, recommend that the system of wmvitmg and
fizahsmg the tenders be streamlmed so as to obviate such an occasion 1 future
A copy of the mnstructions so 1ssued 1o thus behalf may also be furmished to the
Commuttee

@
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=Y REPORT OF THE COMPTROLLER AND AUDITOR GENERAL OF
INDIA FOR THE YEAR 1978 79 RELATING TO H SE B

Para 67 Material Managem nt and inventory control
A—Purchases
(2) Extra expenditure mn placement of orders

A test check of purchase orders revealed the following cases involving
extra/avoidable expenditure aggregating Rs 42 97 lakhs

(2 1) Extra expenditure i purchase of pre stress d cement concrete (PCC) poles

The requirements of 8 22 metre PCC poles were assessed by the Board
as follows -—

Assessed in Reqirements

Year quanttv
Q.tober 1977 1977-78 10000
March 1978 1978-79 60 000
October 1978 1979-80 50,000

While purchase orders valumng Rs 91 60 lakhs for a total quantity of
48,963 poles (8 22 metre) were placed on 6 firms (November 1978) at rates
ranging between Rs 185 50- Rs 192 per pole orders for 75 000 poles of a
bigger (non standard) size (8 50 metre) were placed on a single firm of New
Delln without calling for competitive tenders as follows

Order placed in quannity Rate pes
pole

Number {Rupees)

November 1977 ) 7,000 231

June, 1978 18,000 245

November 1978 20 000 245

March 1979 30 000 245

This mmvolved an additional expenditure of Rs 48 96 lakhs On this
being pomnted out by Audit (March 1979) the Board decided (May 1979)
that 8 50 — metre poles be utilised with a 5 per cent increase in the usval distance
between the poles By then 46 023 poles(8 50— metre) had already been 1ssued/
utibsed While the economics of utilisation of the remaimng 28 977 (8 50—
metre) poles by increasing the usual distance between the poles has not been
assessed the utihsation of 46,023 (8 50 —metre) poles resulted 1n an extra ex
penditure of Rs 30 72 lakhs

Management s reply to the paragraph ssued m September 1979 1s still
awaited (February 1980)
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fn therr detaded written rep'y, the Board stated as under —
2 1(1)

The Board had constdered 1t expedient to go 1n for purchase of poles
from a single firm being a Govt agency in view of better quality
of material commensurate to the rates as well as better delivery
schedule The facts given below 1n respect of each PO placed
on M/s Hindustan Housmng Factory New Delhi (a Govt of
India Undertaking) will clarify that the purchase of poles made
from this firm was done 1n the best 1nterest of the Board keeping
1n view the following benefits accruing to the Board —

(1) The poles bemng of higher working load could be most
successfully used in sandy and cross country rural areas

(1) These poles could also be used 1n place of 32’ long (9 75
meters long) poles for HT lines

{11) The span of line could be increased by 57; by using these
poles thus affording a saving to the No of Poles and (1v)
The firm bemg a Govt of Ind:a undertaking could be relied
upon for the complet on of targets of tubewells connections’

(1) Purchase Order No HH 1276 dated 30 11 77 placed on Mjs Himndustan
Housing Factory Jangpura New Delhi for the purchase of 7000 Nos of poles 8 5
ntetre long \

In order to meet with additional urgent requirement of 15000 poles 27
long poles due to revised targets for the grant of tubewell connection during
1977 78 (revised from 15000 to 18000 tubewell connections) 1t was felt appro
priate to purchase poles from M/s Hindustan Housing Factory Jangpura
New Delhi 1nstead of resorting to open himited tender enquiry which process
was fraught with delays in floating enquiries/processing As per negotiations
with the firm by Member Techmical on 24 11 77 the firm agreed to supply 7000
poles 8 5 metre long on the rate for 27 long poles1 e Rs 22546 on account
of earthing charges The poles bemng of 180 Kg Working load capacity as
agamst 146 Kg capacity 27° po'es could be used 1n sandy areas in cross country
areas on account of their better working load

Accordingly the Board decided on 28 11 77 to purchase these poles
According to the agreed delivery schedule 10 4000 Nos poles immediately
and 3000 Nos at the rat of 1000 poles per month from Janua y to March 1978
purchase order No HH 1276 dated 30 11 77 for 7000 Nos poles 8 5 metre
long was placed on this firm  They completed the supply of 7000 poles within
agreed delive y schedule

(1) Purchase order No HH 1392 Dated 30 6 78 for the supply of 18000
(85 Mety Long) placed on Mls Hindustan Pre Feb Ltd Jangpura New

Delh

During January 1978 a proposal was received from M/s Hindustan
Housing Factory Jangpura New Delht vide which they suggested that 8 5
metre long poles be purchased 1n place of 8 23 metre poles and also 1n place of

sty
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“30% of 9 754 metre poles Their proposal was referred to Design Directorate
of the Board to Judge the technical feasibr'ity of the proposal

As per observations of § E (Design) and Chief Engimneer (Op } 8 5 metre
poles could be used 1n place of 8 23 metre poles as well as 1n place of 9 754
metre poles for HT & HT lines expect aleng and acress the rcads Chief
“Engineer/P & C a so observed that 8 5 metre poles offered by M/s Hindustan
Housmg Factory are equally suitable 1n comparison with the poles previously
purchased by Haryana State Electricity Board The WT Ms therefore
dec ded that SPC may negotiate the rates with the firm  The negotiations were
held on 12th June 1978 M/s Hmdustan Housing Factory (Now M/s
Hindustan Pre Feb Ltd) informed vide therr letter dated 12 6 78 that they
will be able to supply 8 5 metre long poles atthe rate of Re 245 per pole 1n
cluding earthing charges on the following delivery schedule provided a firm order
1s placed on them before 30th June 1978

From July 1978 onward at the rate of 1000 poles per month
From October 1978 onward at the rate of 2000 poles per month
From January 1979 onward at the rate of 3000 4000 poles per month

From June 1979 onward at the rate of 8000 10000 poles per month

The SPC mformed the firm that 1t would not be possible to purchase
poles not required 1n the then current financial year

The requirement of poles during the then current financial year was
reported by Controller of Stores vide his memo No COS/GRT/78 79/Ch 37
dated 14 3 78 as 24000 Nos 32° long P CC poles

SPC recommended that as per delivery schedule given by the firm 1n their
letter dated 12 6 78 they could be able to supply about 18000 poles within the
current financial year In the event they refuse to accept the order thena
short term press enquiry for 32 poles may beissued  Similarly short term press
enquiry may be 1ssued for the purchase of 60000 Nos P C C poles 27 long
at the existing specifications so as to meet the requirement of the Deptt for the
current financial year

. The Board considered the case 1n 1ts meeting on 13 6 78 and approved
the recommendations of SPC but 1t was also decided that enquiry of 60000
(balance poles) should be through press tenders and not through limited
enquiry Accordimngly, purchase order No HH 1392  dated 30678 was
placed on M/s Hindustan Pre Feb Ltd Jangpura New Dellu for the supply
of 18000 poles 8 5 metre long at the rate of Rs 245/ per pole including
earthing charges with the delivery schedule as under -~

From July 1978 onward at the rate of 1000 poles per month
From Oct 1978 onward at the rate of 2000 poles per month
From Jan 1979 onward at the rate of 3000 4000 poles per month,
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(m) Purchase order No HH 1481 dated 131178 placed on Mis

Hindustan Pre Feb Ltd Jangpura New Delh for the supply of 20000 Nas 8 §
Metre long poles

As per Board s decision on 13 6 78 1n the case referred to above, NIT
No 42/QH 1162 was 1ssued on 22 6 78, for mnviting tenders for the supply of
60000 Nos 8 22 metie long poles Apanst this enquiry tenders were opened
on 26 778 1In all 8 firms furnished their tenders The W T Ms considered
the case on 9 10 78 and recommended the placing of purchase orders on the
following firms —

(I) M/s Jay Pre stressed Products New Delhi—6000 Nos

(2) M/s Cement Fabrics, Chandigarh — 6000 Nos
(3) M/s Ja1 Hind Investment Faridabad — 15000 Nos
(4) M/s Tools India Bahadurgarh — 12000 Nos
(5) M/s Hinduatan Prestressed Faridabad —7000 Nos

—:IEOBO— Nos

The Whole Time Members further recommended to purchase 10%
extra quantity as mentioned in the N IT thus making a total of 66000 Nos
poles The balance 20000 poles (66000- 46000) 8 5 metre long were ap
proved to be purchased from M/s Hindustan Pre Feb Ltd on their terms and
conditions as contained n their Purchase Order No HH 1392 dated 30 6 78
(referred to m 1tem II above) taking into account the higher strength of 8 35
metre long poles and as these poles could be used on HT hnesin roral
areas The firm also informed that 1t would be possible for them to supply
20000 Nos poles upto 31 3 79 on the same rates terms and conditions of
the above mentioned order The Board accordingly approved the purchase
m 1ts meeting held on 12 10 78

Accordingly 1n addition to 5 Nos Purchase Orders on the firm referred
above for 46000 poles 8 22 metre long a purchase order No HH 1481 dated
13 11 78 was placed on M/s Hindustan Prefab Jangpura New Delh: for
the supply of 20000 poles 8 5 metre long as per Whole Time Member s re-
commendation on 9 10 78 and approved by full Board on 12 10 78 n the best
interest of Board s work

(tv) Purchase Order No HH 1505 dated 8 3 79 placed on M[s Hmndustan
Prefab Ltd Jangpura New Delhy for the supply of 3000 poles 8 5 metre long

Controller of Stores submutted requirement of 50000 P C C poles 27
long for 79/80 vide his memo No C QS /Group 1/79 80/Ch 1 dated 20 11 78
M/s Hinduatan Prefab Ltd Jangpura, New Delhi were asked vide memo No
37968 dated 18 12 78 to intimate as to what quantity out of 50000 Nos poles
they would be able to supply to the Board indicating the delivery schedule
The firm replied vide letter No HPL/DM/235 dated 22 12 78 that they were
ready to supply 50000 poles,8 5 metre long during the period April 1979
to March 1980 1hey also agreed to supply these poles at the same rate
and on the same term and conditions as contammed in purchase Order
No HH 1392 dated 30 6 78

]
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The then Chaiyrman observed in his note dated 10 1 79 that since the
company 1s a Govt concern I see no reason why we should not immediately
place bulk orders on 1t for 1979 80 Shr: Sachdeva (Managing Directer)
M/s Hindustan Prefab) saw me tcday and aid that the company was ready to
supply poles on old rates for the tw Ive months pericd beginning Ist April 1979
if orders were placed on the company mmmediately 1-would suggest -that
immediately after obtamming confirmation regarding rate a memorandum
should be prepared for placing an order for the maximum possible number of
poles of this company etc *

Accordingly memorandum was sent to the Beard vide UO Nc 146
dated 17179 The Board 1n 1ts meeting held on 18 1-79 decided to place
order for 30000 poles 8 5 metre long on M/s Hindustan Prefab Ltd Jangpura
New Delh1 i the first instance and for the balance qty i1t was decided th t
tenders may be invited

As per decision of the Board purchase order Ne HH 1505 dt 93 79
was placed on the firm M/s Hindustan prefab Ltd Jangpura New Delhi and
the supply of 30000 poles was to be completed upto December 1979

(b) When the purchase of poles as per annual requirement for the
year 1978 79 had to be made the firm M/s Hindustan Housing Factory (a2 Gevt
of India Enterprises) Jangpura New Delhi offered to supply more poles suggest
1ng that these 8 5 metre long poles could also be used 1n place of 9 75 metre
long poles This technical aspect was examined by the Design Directorate ¢f
the Board which reported that P C C Poles offered by M/s HHF of 8 5
metre length and 180 K G working load were suitable 1n compariscn  with
the poles previously purchased by the Beard in the past

P C C Poles with length Working load
8 22 meter 145 15 Kg
9 144 meter 158 76 Kg
9 75 meter 172 52 Kg

The economics of utilisetion of § 5 meter long polesin LT & HT
lines was examined in the office of SE Design as under —

The matter regarding use of 8 5 meter long P C C poles 1n plece of
9 754 meter poles &8 23 M P C C poles s reviewed and elaborated as under —

For . T Lines

1 9 754 meter P C C poles have to be used for long and acros
streets as 8 Smeteror 8 22 M P C C poles do not provide adequate clearance
of 5486 M as per I E Rule 1956

For Elsewhere use
2 B8 50 M poles con be u ed for span of 85 meters 28 against 70 M

span for 8 23 meter poles providing <afe grcund clearance end  fo waikirg
loads for which these pcles are designed
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3 Cost of the line 1f compared between 8 5 meter poles and 8 23
meter polesit will beseen that the cost per K M ¢f8 5 meter pcles 1s lesser
hence economical & suitable aslong as the span fer 8§ 5 meter pcles 1s kept
not less than 85 meters

For 11 KV Lmes

4~ 8 Smeterand § 23 meter poles are not surtable for across and along
the streets as per I E Rule 1956 only 9 754 meter pcles can be used

For Elsewhe e Use

5 8§ 22 M 8§ 5M 9 754 M
Nos of poles per Km 12 5 10 695 9
Span 80 M 93 M 111 M

The above data shows that the costper Km of 11 XV lme 1f calcu
lated shall be lesser 1 case of 8 5 M PC C poles Hence 8 5M poles are
more suitable 1n comparison to 8 22 meters and 9 754 M poles

(c) The requirement of poles 27’ long for the year 1979 80 was for 50 000
Nos M/s Hindustan Housing Factory New Delhi offered to supply 8 5 meter

long poles at the old rates (P O No HH 1392 dt 30 6 78) In this case the
then Charrman observed as under —

Since the Company 1s a Govt concern I see no reason why should
not immediately place bulk orders on 1t for (1979 80) etc  Ac
ordingly the Board decided to purchase 30000 poles frcm the
firm M/s Hindustan Housing Factory New Delhi which they could
supply during the year and for the balance tenders were invited *

It would be observed from the above context that the purchase of
poles from M/s HHF (A Govt of India Enterprises) was made after having
examined the technical switability of the poles and other advantages

The technical particulars of 8 22 Meter long poles and 8 5 Meter long
poles are mentioned below

8 22 Meter long poles 8 50 Meter long poles
Overall length =8§ 22 meters 8 5 Meters

Top Dimensions =11 43x12 72 cms 11 5x9 5 Cms

Bottom Dimensions =11 4x22 86 Cms 9 5x34 0 Cms,
Working Load =145 15Kg 180 Kg

The above techmcal particulars would reveal that the specifications of 8 §
Meter long poles are different The working Icad of 8 5 Meter leng peles
(180 Kg ) 1s far better than thatof 8 22 Meter longpcles (145 15Kg)and evgn
more than 9 75 Meter long poles (172 52 Kg) In view of this no cc mparison
of the rates of 8 22 Meter Polgs and 8 5 meter can bg made since these poles
are not of same specification & length

(N, ]
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% Hence no extra exponditure has been rncurred 1n the purchase of 8 5
meter long PC C poles and as such the question of fixing any responsibility
does not arise

After careful consideration of the written reply and the evidence deposed
before the Comnuttee during the oral examination on 13 10 1983 the Commu
ttee observe that the purchase of 75 000 poles placed on a smgle firm
without calling for competetive tenders was not well planned and was not in
confirmity with the prescribed procedure for placement of purchase orders The
Board s representative also could not satisfy the Commuttee whether the action
of purchase of 8 5 meter long poles was correct in the light of the review con
ducted by the whole time Member of the Board who observed thatthe purchase
of 8 5 meter long poles was uneconomical and that the 8 22 meter long poles
were suitable  The Commattee observe that the purchase of 75 000 poles of
a bigger non standard size mvolved an extra/avoidable expenditure aggregating
toRs 48 96lacs Further the economics of utilisation of the remaimning 28 977
(8 50 meter long) poles by Increasing the usual distance between the poles had
not been assessed by the Board Revenue the utilisation cf 46 023 (8 50
meter) poles resulted 1n an extra expenditure of Rs 30 72 lacs

The Committee, therefore, recommend that the Board may reiterate the
msiructions for the procurement activities and purchase procedure of the Central
Parchase Orgamsation which was constituted n February, 1974 so that purchases
are made strictly m accordance with the procedure laid ‘down thereim A, Copy
reiterating such mstructions particularly citmg the case pm pomnted m the audit
para be also furmished to the Committee

(2 2) Purchase of poles without calling competitive t.nders

Agamst an additional requirement of 5,000 (9 75—meter) PC C pcles
rec.tved from the Controller of Stores in October 1977 for increased targets
of tubewell connections during 1977 78, an order was placed (November 1977)
without calling for tenders on a New Delhi firm for the supply of [0 000 P C C
poles at a negotiated rate of Rs 300 per pole (against quantity increased f cm
5 000to 10 000) Thedecision not to invite tenders was attributed by the Bcard
to 1ts anxiety to obtain the supplies by March 1978 so as to achieve the targets
of tubewells connections for the year 1977 78 Although the delivery schedule
required the supply of 4 00Q poles to be completed up to March 1978 and rest
up to October 1978 1n instalments of 800 to 1 000 poles per month the firm had
however supplied only 2 695 poles up to March 1978 and the balance quantity
was supplied between April 1978 and January 1979 Thus the purpose for
which the order was placed without resort to competitive tenders was not achie
ved Fordelay in supply the Board had the right to reject the delayed supplies
and to make up the shortfall by risk purchase at the cost of the firm 1in addition
to claim hiquidated damages but this right was not exercised by the Bcard and
all the delayed supplies were accepted

Furthermore, a revi w 1n audit revealed that orders for stmtlar (9 75
meter) poles were places earlier 1n April 1977 (on the basis of tenders) at an
average rate of Rs 238 per pole(rates ranging from Rs 232 toRs 248 per pole)
and later in August 1978 at a rate of Rs 271 per pole The order for 10 000
pole 1nvolved an extra expenditure of Rs 6 77 lakhs with refe ence to the
(ave age) tendered rate of April 1977 and of Rs 3 17 lakhs with reference to
the tendered rate of August 1978 -
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_ Tn its written reply to this para the Board stated as under — P

Detailed history of the case 1s enclosed m Annexure A? and the reply
to the CPU questionnaire 1s given below —

(a) The reasons for precurement of poles without caliing fenders are
explamed below —

() There was urgent requirement of peles m view of increased
targets for the grant of tubewell connections

(1) Calling of tenders finalisation thereof 1n the ucual manner takes
longer period of about 4 to 5 months

(u1) M/s Hindustan Housmg Factory New Delh1 was a Govt of
India Enterprises

(1v) The delivery of poles from a Govt firm of repute could be relied
upon

(v) Quality of material of Govt of India Undertaking could be
relied upon

The overall scarcity of cement 1n the country was beyond the control
of the firm Accordingly the delivery had to be revised as per firms request
The firm adhered to the revised delivery schedule within which they offered
the entire quantity of poles for mspection

(b) As perdelivery.schedule of the purchase order the firm was required
to supply 2000 poles within 20 days 3400 to 3800 poles upto March 1978 and
800 to 1000 poles per month thereafter As per this schedule the firm had to
complete the supplies upto November 1978 The firm stated 1n their letter
dat d 20 2 78 that their production had fallen due to country wide shortage
of ement They requested for amendment of the delivery schedule to 2700
poles upto March 1978 and 800 to 1000 poles thereafter Their request was
considered bona fide as the country wide shortage of cement was beyond the
control of the firm The Store Purchase Committee amended the delivery
schedule as requested by the firm  According to the revised delivery schedule
2 00 poles were to be supplied upto March 1978 and the balance upto January
1979 "The firm maintamned this delivery schedule and offered the last lot of
poles for mnspection m December 1978

The force majeure clause as provided 1n the purchase orde (HH 1270)
1s reproduced below —

Force Majeure Clause

If at any time during th continuance of the contract the performance
1n whole or in part by either pa ty of any obligation under thus contract shall
be prevented or delayed by reason of any war hostility acts of the public
enemy civildisturbance sabotage fires floods explosions epidemic quarntin
restr ctions strikes lock out or act of God or dus to any reason beyond the
control of cither party hereafter referred to as Event” then provided notice
of the happemng of any such event 1s given by either pa ty to the other within
twenty one days from the date o occurance the eof nerther party shall due
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0 rg on of such e/t is eatit ed to terminate this contract nor shall esther
party have any claim for damages against the other in respect of such non
performance or delay in performance and works under the contract shall be
resumed s soon as practicable after such event has come to an end or ceased

to exist

The above provision 1n the forc. majeure clause did not allow rejection
of delayed supplies or to effect risk purchase at the cost of the firm

1
(c) As per position explained in (a) & (b) above 1t would be obs rved
that the loss of Rs 3 17 lacs 2 worked out by the audit becomes untenable

During th cours. of oral evidence when called upon to explain as to
why orders for the purchase of poles were placed without calling competitive
tenders the Board’s representative stated that there was shortage of cement
and 1n the circumstances 1t was not possible to a range for the cement and
therefore the firm could not complete their supply mn time The Commuttee
do not feel convinc.d with thus reply of the Board and observe that if it was

o then the non availability of raw material should have been considered tefore
allotment of work The Commuttee feel that all the asp.cts of the case were
po fully considered by the Board before placing purchase order without calling
{or tenders The Committee desire that the case may be mvestigated again
and 1t may be seen1f all aspects 1cludimg scarcity of cement were kept mn view
before placing the purchase order The result of such mvesiigation should be
furmshed to Committee within 3 months

Para (2 4)(a) Rejection of lowest tenders

@) A review 1n audit revealed 5 cases 1n which the lowest tenders were
rejected (April November 1977) on the ground that these were not accompamed
by earnest money involving the Board 1n an extra expenditure cf Rs 2 79
lakhs On the other hand 1n 6 otlwer cases (value Rs 16 27 lakhs) tenders
recetved without earnest money (and not falling 1n the exempted categories)
were duly considered and accepted (January December 1977) No reasons
were on record for the departure from the approved policy

The Chief Engmeer (MM) stated (August 1979) that m exceptional
cases tenders without or with madequate amount of earnest money ar¢ consi-
dered so as to procure urgent requirements

Puring the course of oral examnation when called upon to explain
the reasons as to why the lowest tenders of six parties were accepted and their
conditions regarding earnest money were waived of while those of the five other
parties were rejected and therr conditions were not waived the Board’s repre
sentative mformed the Commuttee that complete details 1n respect of these five
partres would be furmshed to the Commuttee The Commuttee however, find
that the promused nformation was not furnished till the drafting of this

r port

The Commuttee desiwe that the reqmsite nformation be furmshed to the
Commuttee within a pertod of one month
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B—INVENTORY CONTROL e |
(4) Inventory
The Board has not fixed any minimum and maximum limit of stock of
tores The table below indicates the opening balance purchases issues and

closing balance of capital operational and mamtenance stores for the three
vears up to 1978 79 —

1976-17 1977-78 1978-79
(Rupees n crores)

Opening balance 715 9 55 g8 71
Purchases during the year 19 17 16 81 22 88
Issues during the year 16 77 17 65 21 17
Closing balance 9 55 871 10 42

It was noticed that

(1) the stock at the close of the year was the equivalent of 6 § months* ?

1ssues 1 1976 77 5 9 months’ 1ssues 1n 1977 78 and 6 months’
1ssues 1 1978 79

(1) As on 3ist March 1979 the balance as per the financial ledgers
was Rs 13 74 crores as against Rs 10 42 crores as per the priced
stores ledgers revealing a discrepancy of Rs 3 32 crores The
discrepancy has not been reconciled

(111) 329 items of imported stores (value Rs 3 46 lakhs) and 217
items (without value} meant for 220 KV sub station/iines have
been lymng unused at the Dhulkote Central Stores since 19635
(November 1979)

In a written reply to this para the Board stated as under —

Inventory

Prior to the introduction of centralised control over Material Manage
ment the Divisional Officers held s ocks of materials on the PWD sy tem of
stores holding when reserve stock limit used to be fixed for each Division
On the recommendation of Tata Consultants a Material Management O gam:
satton was established when the power of purchase previously exercised by
the field officers were withdrawn Indents. based on the works programme
ar pow submitted by the Chief Engineer (P & C) and Chief Engineer Op’
respon 1bje for execution of construction works and purchases are made cen
trally by the Material Managemen Orgamsation under the charge of Chief
Engnee (MM) The control of all the stores 1s placed under the overall
charge of Controller of Stores of the rank of a Superintending Engineer placed
under the CE (MM) The Chief Engineer (MM) takes 1into account the exis
ting stocks of each material indented based on the fortnightly reports of balances
held 1n s ores and also the materials in the pipe line against pending orders
and affects purchases for the balance quantity of matenals needed for the
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eonstruction programme Under the revised system of Material Management
effective tontrol 1s being mamntamned

The capital stores needed for the planned constructicn programme of
Troasmission ﬁnesand distributron system have fo be made available for about
six months’ requirement so as to ensure contmued execution cf the construc
tion works without any impediment resulting from non availability of materials

Likewise the stores materials required for maintenance of Transmission
Imes and Distribution System are also needed for about six months require
metts

The closing stock of Rs 10 42 Cr ending 1978 79 indicated 1n the Audit
Para 1s not even sufficient to meet wrth six months’ requirements of Construc
tion & Maintenance Works as 1s supported by the figures indicated belcw —

Plan Y%age  Figures Six

outlay of mate Rs months
rials crores) require
compe cost of ments
tent matre
rials
Transmission Lines 10 61 80% 8 49
Distribution System 17 79 809% 14 23
Maintenance of Transmission and 867 50% 434 1353
Distribution System 27 06

(Budget Estimates)

It will kindly be appreciated that further reduction 1n mventory was not
even called for as the closing stock of Rs 10 42 Cr was even hardly sufficient
against the need based requirement of stores of the value of Rs 13 53 crores

(1) The two sets of figures stand reconciled as would be <een from
the under mentioned break up of the net figures of Rs 13 74 Cr appearing as
closing stock in the Balance sheet as on 31 3 79

(Rs mnCr)
(a) BBMB Stores 033
(b) Workshop Stores 0 38
(c) Operating stores 0 84
(d) Excess of financial balances of composite PSER stores
appearing 1n the a/cs %age basis over actual value of
stores taken over by HSEB 220
(e) (1) Transmission & Distribution stores 10 42
(1) Less stock storgsa 4 % rounding (—)0 43 999

———— e —

Total 13 74
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(1) Imported stores valuing Rs 3 46 lacs. lying in C/Stores Dhulkote
pertain to the commen pool works The materials. are spares and are to be
1ssued to BBMB Authorittes for use on 220 KV §/Station and lines against
cash payment These are being drawn by them as and when required Thes®
are spares and cannot be 1ssued without requirement as such are kept reserved

for emergency purposes ! -

During the course of oral examnation 1t transpired tha the Board was
having quite heavy inventory and it was increasing day by day The Board’s
representative who was called upon to explamn the reasons therefor stated that
the mventory also mcluded the inventory items wih the BBMB workshop
bemg the share of Haryana and that this inventory was figuring 1n the books
of BERMB and the Board was not maintaimng any stock fedger ar accounts
thereof The Committee observe that the contention of the Board 13 not
temable 1n as much as the taventory items held by the BBMB belong to the
Board and 1t 1s ncumbent on 1t to keep a constant check so that these are kept
at reasonable level The Commuttee further observe that the Board being a
co sharer and one of the members of the BBMB can approach them with the
proposals for reducing the mventory so that it 1s kept to the mimmum possible
extent

The Comumttee, therefore, desire that the matter may be taken up with
the BEMB authorifies and final outcome mtimated to the Commftee within a
period of three months

The Commuttee further recommend that an effective review of the mven
tory 1tems may also be conducted with a view to ascertain ng the magnitude of
items of wventory which had been recewved long before but are still lymg unused
The results of such mvestigation be furmshed to the Commuttee within a period
of three wmonths

(7) Other topics of wnterest
(1) Over payment on transportation of PCC poles

For the transportation of 44 590 (8 5 meter) PCC poles from the premi
ses of a New Dell1 supplier to the various central/sub stores of the Bcard
during the period December 1977—May 1979 the Executive Engineer Central
Stores Delh1 admitted payments to the transporters on the basis of 460 Kg
per pole instead of 40 Kg as per the specifications resulting 1n an over
payment of Rs 0 30 lakh

During the course of oral examination the Board’s representative ad
mutted the lapse and assured the Commuttee that the matter would be probed
and a detailed report 1n this regard furmished to the Committee

The Cormittee desire that a copy of the report be furmshed to the Com
mittee within a pertod of one month

(1) Asoidable expenditure on transportation

Cement 1s procured by the Board from the suppliers on the basis of
FOR destinatiop tates A test check of receipts and 1ssues at the central

«!
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s;}e Rohtak and sub stores Sonepat Kamal and Kaithal revealed that
during the period September 1976 March 1979 out of total 1ssues of 42 919
bags of cement only 6 707 bags were used 1n the divisicns served by these stores
and the balance of 36 212 bags (84 per cent) had to be re transferred to other
stores resulting m an avoidable expenditure of Rs 0 87 lakh

On a questicn of the Committee as to why the Beard had to send cement
from Rohtak and also from Sonepat Karnal and Kaithal to other places the
Board’s representative assured the Committee that the requusite mnformation
would be furnished The promised information was however not furmished
till the drafting of this report

The Commuttee, therefore, desire that the requisite information be furmshed
at the earhest

() Unaccounted/disputed stores

As on 31st March. 1979 175 items of stores valued at Rs 68 20 lakbs
(comprising mainly Central Stores Hissar Rs 33 28 lakhs Central Stores
Gurgaon Rs 7 26 lakhs Central Stores Dhulkote Rs 6 79 lakhs and
Central Stores Pamipat Rs 6 36 lakhs) were lying unaccounted for due to
defective supplies or short receipt or due to the cases bemg under dispute/
arbitration  In these cases 90 to 100 per cent payments had already been
made to the suppliers While year wise details were not available 1t was
noticed that some of the stores/material had been lying for over 5 years

In their written reply the Board’s representative stated that the infor
mation on the subject was not readily available and was being collected from the
fleld offices and would be supplied soon on its receipt Dumng the
course of oral examination the Commaittee brought to the not ce of the Board
that Commuttee consisting of Sarvshr1i R § Ahlawat Superintending Engineer
(Operation Circle) Deltu and D P Rajpal Senior Accounts Officer was cons
tituted vide Board’s order No A27/HSEB dated 23 5 1978 to go around the
field and to make complete assessment 1n respect of disputed/refected materal
lying 1n the Stores It was further pointed out that the Commuttee so constitu
ted will also examine'the cases at Central Stores Hans: Delht and Balabgarh
by then and actton on the recommendation of the Committee was being
taken -

The Commuttee destre to know the recommendations of the Committee
so constituted as also the number of reports submitted by 1t so far The requisite
mformation be furmshed to the Commuttee within a period of one m nth together
with the progress made i disposmg of the disputed/rejected matenals lymg m
the Stores pursnant to such recommendations

Paiagraph 6 8(3) Construction of transmission and distribution lmes and
sub stations -

(@) The following table indicates the transmission and distribution
lings and sub stations planned for gonstruction and the progress of copstruc
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tion during the three years up to 1977 78 (the data for 1978 79 was awaxTe)c'f—
February 1980) —

1975-76 1976-77 1977-78

Target Actual Target Actual Target Actual

Transnussion lines (in route kilometer)

220KV — —_ — — 549 —
132KV 289 05 220 60 68 150
66KV 50 — 115 2 62 26
BKY 188 13 274 87 187 127
1975-76 1976-77 1977-18

Target Actual Target Actual Target Actual

(Sub stations (in numbers)

20KV — — — — 4 —
132KV 9 1 11 2 3 4
66 K V 8 —_ 9 1 — 3
BV 31 2 38 13 26 15

The reasons for the shortfalls against the targets were awaited from the
Board (February 1980)

(b) In order to meet the growing demand of the consumers the capacity
of vartous sub stations 1s augmented esther by installing additional transformers
or by replacing the existing transformer(s) by higher capacity one(s) The
number of sub stations planned for augumentation and the actual progress
during the three years up to 1977 78 was as follows —

1975-76 1976-77 1977-78

Taiget Actual Target Actual Target Actual

132KV 10 5 7 4 4 1
66 KV 5 3 6 1 6 4
33KV 35 15 34 15 18 14

1

Note  Data for 1978 79 1s not available (February 1980)

1980) The reasons for the shortfalls were awaited from the Board (Fcbruary

13
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During the course of oral exammation the Board’s representative
admutted the shortfall pmpointed m the audit para and explamed that the tar
gets were fixed by the Planning Commussion and that the same could not be
achieved partly due to non availability of funds and partly due to certain other
bottlenecks The Board’s representative also infcrmed the Commuttee about
the number of steps taken for achieving the desired targets

Although the Commuttee appreciate the steps taken by the Board m
this direction yet the Commuttee feel that the transmission system 1n Haryana
1s quite 1nadequate because at one point of time rural electrification was over
stretched at a very fast speed 1n a short period with the result that the system
which required gradual growth now requires to be strengthened The trans
mission system being quite weak the Committee feel that the Board should
continue the exercise of augmenting the system by ident:fying weak spots
theretn Efforts and steps taken in this direction be also intimated to the
Committee from time to time

(7) Other topics of interest

Paragraph 6 8(T)(a) Extra expenditure

In the Civil Works Division Gurgaon two cases came to notice where
acceptance of the lowest tonder, was not conveyed within the validity pertod
of the tenders (8 months 1n one case and 3 months mn anothe ) resulting m an
avordable extra expenditur. of Rs 0 96 lakh (1e 38 7 per cent) apart from
delay 1n the execution of works

In their written reply the Department stated that the matter remained
under correspondence between various officers and thus the matter could not
be finalised 1n time The committee do not feel convinced with the above
reply of the Department and observe that 1t was due to the non acceptance
of the tenders within the validity period that resulted mn un avoidable expen
diture of Rs 0 96 lakhs apart from the delay in the exscution of works

The Cormttee recommend that the procedure of mviting tenders should
be streamlmed to cut short such delays mn future

6 8 (7)(b) _Blocking of funds

Agamst the requirement of 5 55 acres of land for the construction of
66 KV Ring Main A 4 sub station at Faridabad 1t was decided (March 1971)
to acquire 15 acres of land ~ An amount of Rs 2 25 lakhs was deposited with
the Estate Officer Faridabad in April 1972 at the provisional rate of Rs 15 000
peracre The land was acquired 1n March 1973 and the Board took possession
of the land n June 1973 Later in March 1974 the Estate Officer cancelled
the allotment and asked the Board to take 5 55 acres of land only as per their
original demand  This was accepted by the Board (June 1974) and 1t lodged
a claim (July 1974) for Rs 1 42 lakhs paid 1n excess (9 45 acres) and interest
thereon The Director Urban Estates Haryana however admitted a refund
(July 1976) of Rs 0 26 lakh only on. the plea that the actual co t of land given
to the Board was assessed at Rs 1 99 lakhs including compensit on of R p 055
}akh for tubewell and fruit trees The refund of Rs 0 26 lakh was recerved 1n

uly 1977
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In March 1978 it was noticed that there was no tubewell and only,?s\
trees on the land taken over by the Board and the Board asked the Director
Urban Estates for refund of the compensation for the tubewell The 1ssue has
not yet been settled (November 1979)

In the meantime the Board had decided (January 1977) that the sub
station was not required at that site and that the land might be utilised for office
and residential bulldings However later in March 1979 the Board reverted
to the origimal decision to construct the sub station at the same site The
work has however not yet been started (May 1979) Meanwhile the 1nvest
ment of Rs 1 99 lakhs has been put t0 no use for six years

In therr written reply to thus para the deptt stated as under —

Advance planning 1s necessary for developing Urban Industrial Estates
and accordmgly 1t was decided that a Sub Station marked as A 4 be cons
tructed n Faridabad to constitute a ringmain for the industrial belt  Accor
dingly 1t was decided to approach HUDA for ear marking piece of land measu
ring 15 acres for this purpose This requirement was given Keeping in view
the proposed Sub station and colony for 1ts employees HUDA could spare
only 5 5 acres of land for this purpose This advance planning was necessary
for a developing industrial complex at Faridabad and 1n the absence of timely
action 1t would not have been possible for the Board to get a land at the tune
of 1ts need under the present circumstances The Sub Station A 4 s 1n the
i:mg malg and 1s strategic Sub Station in the 66K.V growing load centre around

aridaba

The matter regarding trees and tubewells etc and compensation thereof
15 being actively persued with the HUDA authorities and final outcome
will be intimated as and when 1t 1s arrved at

The Commuttee fail to appriciate the swift decisions about the sale of
the Sub Station and an miprodent mvestment of Rs 1 99 lakhs which had not

been put to any use so far .

The Commttee recommend that Govt should be circumspective i taking
such policy decistons which mvolve the State exchequre in financial mplications

The Commttee further desire the Board to mtunate (1) the month of cons
truction of the Sub Station at the site and i) the final outcome of the case of
referred of the corporation of the tubewells by the HUDA be mtimated so them

6 9 Extra expenditure due to incorrect assessment of cable requirements

The project authorities of the Thermal Power Plant Panipat assessed
(July 1976) the requirement of different sizes of cables for stage I (two units) of
the project on the basis of the Consultant’s report Tenders were called 1n
August 1976 and an order placed in July 1977

Durmg execution, the project authorities found that the quantities or
dered for certain sizes of cables were totally mmadequate The requirements
were accordingly re assessed by the project authorities in September 1978 and
orders for about 161 Km of cables were placed tn November 1978, mvolving

2
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an‘;extra expenditure of Rs 7 95 lakhs as compared to the rates of the earlief
order

The project authorities stated (February 1979) that they had generally
been accepting the advice of the Consultants on the quantities of material to
be procured

The matter was referred to the Government 1n September 1979 reply
1s awalted (February 1980)

During the course of oral examination the Board representative could
not explain to the full satisfication of the Committee as to why the quantities
ordered for certain sizes of cables were totally imadequate and the Board or
their consultative could not assess their requirement correctly 1n the first ins
tance The Commuttee observe that as a matter of fact the position of cable
requirements had not been reviewed properly by the consultant and then by the
Board before placing orders

The Committee recornmend that responsibility for not assessing the require
ments properly should be fixed and results mtunated to the Committee

6 10 Avoudable expenditure —Rs 1 29 lakhs

A contract (February 1977) for the construction of roads in the Pamipat
Thermal Project colony provided wter alta that overburnt second (B) class
bricks would be supplied by the Board for soling of the roads In March 1977
the Chief Engineer decided that second class bricks procured under the depart
mental brick kiln contract should be used for the construction of road work as
first (A) class bricks from these kilns would be required for the construction
of the colony the tender for which was under finalisation However between
May 1977 and April 1979 36 73 lakh A’ class bricks procured under the depart
mental brick kiln contract (at Rs 89 50 per 1000) were used 1n road construc
tion work and 32 9 lakh B’ class bricks available (at Rs 84 50 per 1000) under
the brick kiln contract were allowed to be disposed of by the contractor On
the other hand 24 lakh A’ class bricks had to be procured from the open market
(at Rs 136 55 per 1000) during March June 1978 to meet the requirements for
the construction of residential butldings in the colony This resulted 1n an
avoidable extra expenditure of Rs 1 29 lakhs

During the course of oral evidence before the Committee the Board’s
representative could not state with certainty whether the approach road to the
staff quarters (on which bricks were used) had been constructed before the
construction of the staff quarters or that the road was constructed thereafter
He further assured the Commuttee that the confirmation of the facts would
be furnished to the Committee after verification from records

The Commuttee desire that the whole case may be mvestigated and results
thereof be furmshed to the Committee at the earliest
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REPORT OF THE COMPTROLLER AND AUDITOR GENERAL OF ~
INDIA FOR THE YEAR 1979 80

Paragrap 6 20 Haryana Tanneries Limited

6 20 01 Introductory

The Haryana Tannertes Limited was mcorporated on 12th September
1972 as a subsidiary of the Haryana StatetIndustrial Development Corporation
Limited (HSIDC) with the following main objects

—t0 carry on business as dealers importers manufacturers and
processors of hides skins foam leather and other leather articles
and

—to take up business as dealers and manufacturers of rexine foam
rubber furs plastics human and amimal hairs and articles made
therefrom

The Company commenced commerctal production of finished leather
from 1st December 1976 and had confined its activities to the processing of
only smaller skins (viz goat, sheep cow and buff) into leather

The Commuttee note that the company commenced commercial pro
duction of finished leather from Ist December, 1976 and confined 1ts activi
ties to the processing of only smaller skins (viz goat sheep cow and buff)
mto leather When called upon to explamn the reason confining its activities
to the processing of only small skins and nottaking up other activities, the
company s representatives informed the Commuttee that efforts were afoot to
diversify their activities

The Comnuttee feel that there 1s enough scope for the company to start
some other profitable activities which will compensate its losses The Commuttee
suggest that the plastic mdustry which 1s giving much profit these days can go a
long way 1 wiping out the compzany s losses and keepmg 1t on a better financial
foottng Sumlarly, the company car think of gomg m for foam business
The Committee, therefore, recommend that the desirability of diversifymg the
company s activities towards these two and such other items should be considered
expeditiously and final decision mtimated to the Committee

6 20 03 Caprital structure

In December 1978 the authorised capital of the Company was raised
from Rs 75 lakhs to Rs 100 lakhs divided into 8 50 000 equity shares of Rs 10
each and 15000 cumulative redeemable preference shares of Rs 100 each

()
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K': As on 31st March 1980 the Company had a paid up capital of Rs 51

lakhs subscribed as under —

Subscribed by Number of Amount Percentage
equity (Rupees of holding
shares m lakhs)

1 HSIDC
(holding company} 2 80,000 28 00 54 90

2 Haryana State Co operative
Supply and Marketing Federation

Limited 120 000 12 00 23 54
3 Haryana Agricultural Marketing

Board 50 000 500 9 80
4 State Government 50 000 500 9 80
5 Haryana Warchousmg Corporation 10 000 1 00 1 96

Total 510 000 51 00

The Company rec.ived Rs 12 79 lakhs (March 1975 to February 1977)
as capital subsidy from the Government of India under the central imvestment
subsidy scheme for setting up of the industrial umt n a backward area  Fur
ther the Company had also borrowed moneys from the holding company
Haryana Fmancial Corporation (HFC) and from commercial banks etc
aganst hypothecation of fixed assets/Government guarantee The table
below summarises the loans obtained and outstanding at the end of 1979 80

Term loans Bridging finance
HFC  Com School Total  HSIDC Com Others Total
mercial Educa mercal
banks  tion banks[
Board -

(Rupees in lakhs)
Loansreceived 30 00 2675 1000 66 75 14 60 20 00 1 00 35 60

Outstanding

—Principal 3000 2675 1000 667514602000 100 3560

—Interest 18 80 23 95 177 4452 8211087 044 19 52
Total 4880 5070 11 77 111 27 22 81 30 87 1 44 55 12

Besides the Company had cash credit arrangements with a commercial
bank up to a limut of Rs 20 lakhs (against hypothecation of stocks and stores)
1o meet 1ts working capital requirements the amount outstanding at the end
of 1979 80 was Rs 16 97 lakhs  Apart from this the Company was sanctioned
packing credit facility from a bank up to a limit of Rs 5 00 lakhs against ex
port orders received  Against this a sum of Rs 0 50 lakh was outstanding
as on 3lst March 1980



42 S
N

The Company could not repay any of the lcans, 1t had become lLable
for penal interest of Rs 0 68 lakh on the outstanding loans from HFC and
the commercial banks as on 3lst March 1980 which had not been paid so
far (November 1980)

The Committee note that the company could not repay any of the loans
and 1t had become liable for penal mterest of Rs 068 lacs on the outstandmg
loans from Haryana Fmancial Corporation and the commercial banks as on 31st
March, 1980 During the course of oral evidence , the company s representative
mformed that these loans had been obtamed m the year 1977-78 but could not
be repad so far  On a further question of the Commuttee as to whether the
Company would be able to mmprove the sitnation m the circumstances, the re
presentative of the Finance Department informed that they had recerved a pro
posal for improving the financial posttion of the company and the Fmance Secre
tary was seized of the matter 1 order to ensure that the company was put m a
sound financial position He further 1nformed that the company had already
gone mto consultants, report prepared by M/s AB C and other consultants
He also stated that findncial mstitutions mncluding the Industrial Recon fruction
Corporation of India had also been approached by the company through the mter
mediary of Fiance Department and the State Government for giving financial
relief in the matter

The Commuttee observe that the efforts to review the Company have been
made at a very late stage and that the Finance Department have come to the
rescue of the company after nearly a decade when the company had reached the
stage of financial cnisis  The Commuittee strongly recommend that the Fmance
Department should have a constant momtoring of the financial position of the
Compames which are not domng well right from their mception The Comimttee
desire that the rehabilitation plan envisaged wn the proposal as set out above, be
inplemented expeditiously and a report furmshed to the Commttee

The Commuttee further desire that a note on the latest financial position
of the Company and steps taken to persuade the Industrial Reconstruction Cor
poration of India to advance funds to them alongwith results of such efforts
should be furmished to the Committee

6 20 04 Project planming and execution

(1) A letter of intent for the prccessing of 6 lakh skins per year (2 GO0
skins per day on the basis of 300 working days) granted by the Government
of India 1n January 1971 was converted mnto an industrial licence in February
1974 In September 1974 the Company engaged the Central Leather Research
Institute Madras (CLRI) to prepare a Project Report for setting up a tannery
with a processing capacity of 15 lakh skins per year (5 000 skins per day) The
Project was estimated (February 1975) to cost Rs 122 69 lakhs (including a
margin of Rs 36 64 lakhs towards working capital) which was revised to Rs
150 lakhs m March 1977 and again to Rs 160 lakhs in March 1978 The
actual expenditure incurred up to 3ist March 1980 was Rs 144 06 lakhs
against which a processing capacity of 3 500 skins per day was developed (by
September 1976) The proportiogately high expenditure (for a lower pro
cessing capacity) was attributed by the Management (March 1977) to higher
pre operative expenses and higher cost of the effluent system

In March 1977 the Company approached the Government of India for
gnhancement of the licensed capacity from 2 000 to 5,000 skins per day with

L)
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a%v to achieving full utilisation of the enhanced capacity already created
the Government of India did not hcwever agree (November 1978) as the
decentralised processing of hides/skins up to semi finished stage was to be
encouraged and confined to the small scale sector

() The following points relating to the expenditure of the project
came to notice

(8) The holding Company (HSIDC) entered 1nto a provisional agree
ment with a Bulganan firm for the supply cf machinery and equipment lay
out plans techmcal know how technological destgn and documentation e ¢
(July 1969) at a total cost of Rs 11 18 lakhs (including Rs 2 72 lakhs fcr
technical design and documentation) for establishing a tannery Haryans

In September 1574 due to non acceptability of certain items of machi
nery offered by the Collaborators the value of machinery to be supplied was
reduced from Rs 8 46 to Rs 2 06 lakhs and the scope of collaboration agree
ment was curtailed by deleting all other 1tems from 1ts scope Simultaneously
the Company entrusted the work of consultancy to the CLRI The technical
design and decuments supplied by the foreign Collaborators at a cost of Rs
2 72 lakhs could not be used as these were at variance with the designs
subsequently finalised by the Company 1n consultation with the CLRI

During the course of oral exammnation when asked to indicate the
reasons for creating the installed capacity for 10 50 lacs skins per yea as
aganst the licensed capacity to produce 6 lacs skins per year the ccmpany’s
representative stated that on 14th January 1974 there was an agreement between
our Government and the Bulgartan Government for processing of 2 000 skins
per day (6 lacs skins per year) on the basis of 300 working days and in February
1974 thus letter of tent was converted nto industrial hicence He further
informed the Commuttee that on 23rd September 1974 due to various reasons
the agreement with the Bulgarian Government was rescinded and the project
was handed over to the Central Leather Research Institute Madras which
suggested that whatever machinery the foreign collaborator had supplied
would only serve the purpose for 6 lacs skins as the designs were at variance
with the designs subsequently finalised by the Company with the CLRI which
were of 10 50 lakh skins per year When further asked to explain the reasons
for low percentage of p.oducticn as compared to the nstalled capacity (1 e
average p oduction ranged between 2 5 and 9 6%) during the years 1976 77
to 1979 80 the company’s representative stated that 1t was due to paucity of
funds due to the reason that 509 of the goods were to be exported to the
Bulgarian Government with whom the agreement was rescinded and conse
quently there was no local market available for the goods

The Committee observe that the agreement with Bulgarian Government
was perhaps ente ed 1nto with undue haste and enthustasm without considering
the pros and conps of the deal The fact that the agreement with the Bulagrian
Government was rescinded due to the reason that the foreign collabcratcrs were
1nsisting on the Company to buy their machines and demanded high salaries 2nd
air conditioned office accommodation weuld lend surpcrt to the ob ervaticn cf
the Commuttee that terms and conditicns were not settled n proger prospective
The Commuttes further observe that the reasons for lew percentage of pre
ductron were also due mainly to the rescinding of the agreement with the
foreign gollaborators who were to import 50 % of the manufactured gcods but
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as a result of termnation of the agreement these goods were not manufg%red
and consequently the production had come dcwn

The Committee recommend that the Government should have been
circumspective while entering 1nto an agreement with o forcign Government/
Collaborators after taking into considerati n all corc iveble factors and
contingenctes so that the state exchequer would nct have been put to Joss
eventually The Committee further desire that the metter may please be
nvestigated with a view to ascertaining as to why the terms and conditicns
gpartlcularly whether 1twas 1ncumbent onthe company to buy the machinery
rom the Bulgarran Government) were not settled befcre hand with them as
also the reasons which lend to the rescinding of the agreement The whole
matter may be 1~0oked 1nto from an angle of fixing responsi’ 11 1ty on the officers/
officials of the company who were instrumental t the 1ncurring of huge loss to
the Company in the deal

The Commuttee further observe that the company shculd have considered
the desirability of reducing their licensed capacity frcm 10 50 lacs to the
origmal capacity of 6 lacs skins per year when the Bulgarian Ccllaborators
had refused to 1mport 50% of the gocds earlier agreed to by them under the
agreement

The Commuttee would like to recommend that the desirability of reducmng
the mstalled capacity m the given circumstances be considered and final outcome
mtunated to the Committee

The Committee further recommend that the bottlenecks m using the
technical design and docurhents supplied at a cost of Rs 2 72 lacs by the foreign
collaborators which are stated to be at vanance with the designs subsequently
finalised by the company with the CLR I  may be looked mnto and the possibility
of explormng ways and means to use the existing designs with best advantage by
the CLRI be explored This would go a long way mn saving the company
from a further loss

(b) For implementing the project (based on the prccess technology
to be supplied by the Bulgarian Collaborators) the National Industnal
Development Corporation Limited (NIDC) was engaged (December 1971)
as technical Consultants at a total fee of Rs 3 lakhs A sum of Rs 0 30 lakh
(10 per cent of the total fee) was paid to NIDC m terms of the contract (April
1972) Subsequently (May 1974) tlus arrangement was discontinued as it
was felt by the Board that the nature of various jobs to be performed by the
two agencies (foreign Collaborator and NIDC) was overlapping NIDC
however refused to refund the payment of Rs 0 30 lakh and made a counter
claim of Rs 0 76 lakh (April 1975) towards deployment of manpcwer The
matter has not yet been resolved (January 1981)

During the course of oral examination when asked as to why the manage
ment could not visualise 1n the first instance that the nature of varicus jobs to
be performed by the various agencies (Fcreign ccllaborators and
NIDC) was overlapping the company s representative could not give
any satisfactory explanation The Committee observe that the acticn ¢f the
corporation m engaging the NID C n December 1971 as technical con
sultant at a total fee of Rs 3 lacs was a hasty step witheut locking into  the
gontingent fagtors This observation of the Commuttee 1s further strepgthened
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by the fact that this arragngement had to be dis continued at a later stage as
it was found that the nature of the various j10bs to be performed by the two
agencies 1 e foreign collaborators and the NID C was over lapping and as
a result the NI D C refused to refund the payment of Rs 0 30 lac and also
made a counter claim of Rs 0 76 lac toward deployment of man power

The Commuttee observe that the action of the corporation m engaging the
NIDC Ilacked proper plannmg and far sightedness The Commuttee would
lke the management to mnvestigate the whole matter i depth and fix responsibility
on the officers/officials who were mstrumental to the Company mcurring habiity
on this account A report contammg the results of mvestigation be furmshed
to the Commttee within six months

6 20 05 Production perfoimance

(11) The table below mndicates the overall process losses bn the basis of
number of raw skins processed/putrefied (damaged) during 1976 77 to 1979 80

Year Number of  Numbe: of skins Pey
skins pro putrified/damaged cent
cessed age

Number Value on
raw basis
(Rupees it
lakhs)

1976 71 10,743 57 001 053

1977 78 1,00,950 611 023 0 61

1978 19 55,581 78 004 0 14

1979 80 26 538 615 027 232

The management had not fixed any norms for process losses The
reasons for high percentage of skins putrified/damaged during 1979 80 had not
also been imnvestigated (January 1981)

The Commuttee observe that as there was high percentage of skin putr1
fied /damaged vis a vis processed during 1979 80 and also no norm had been
fixed for process losses the Company should have taken steps to investigate
the reasons and to find out the areas of such losses The Committee hence
note that no steps seem to have been taken by the management in that

direction

The Commuuttee recommend that the Company may consider the desirability
of fixing norms for process losses after thorough investigation of the reasons for
Ingh percentage of skin putrifications and intimate the result of therr investigation
to the Committee
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6 20 06 Fmancial position

(2) The accounts of the company for the years 1978 79 and 1979 80
were 1 arrears (March 1981)

1he table below summarises the financial position of the Company for
the 4 years up to 1979 80

1976 77 1977 78 1978 79 1979 80
Liabilities (Provisional)

(Rupees in lakhs)

(a) Paid up capital 17 50 39 25 51 00 51 00
(b) Subsidy 12 19 12 19 12 19 12 19
(c) Borrowings 101 93 114 14 125 85 130 69

(d) Trades dues and
current [1abilities

(including
Provisions) 27 37 48 91 55 70 66 23
Total 15899 21449 24474 26011
Assets - B
(a) Gross block 1,20 03 122 88 1,23 35 1,24 96
(b) Less Deprecia
tion 148 524 9 03 12 63
/ (c) Net fixed assets 1,18 55 1,17 64 114 32 1,12 33
(d) Current assets
loans and
advances 31 47 53 60 45 04 20 85
(e) Intangible assets
— Preliminary
expenses not
written off 4 00 360 320 2 80
— Cumulative losses 4 97 39 65 82 18 12413
Total 15899 21449 24474 260 11
Capital employed* 122 65 122 33 103 66 66 95
Net worth ** 20 72 819 (—)22 19 (-)63 74

*Capital employed represents net fixed assets plus working capital

“ Net worth represents paid up capital plus reserves Jess intangible
assets

Ld
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(b)\Workmg results
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The table below summarises the working results of the Company for
the 4 years up to 1979 80

A Income

Sales (including
job works)

Other 1ncome

Total

B Expenditure

Manufacturing
expenses

Salary wages
allowances

Managerial
expenses

Interest charges
Depreciation

Accretion/
Decretion 1n stock

Total

Less expenditure
capitalised

Net expenditure

C Loss

D Cumulaine
loss

The Commuttee note that the Com

1976 77 1977 78 1978 79 1979 80

(Provisional)
(Rupees in lakhs)
117 2% 50 36 79 26 26
007 0 08 014 0 30
124 W 303 rese
15 71 47 91 41 39 22 88
7 94 7 91 8 23 6 61
0 42 0 31 0 33 020
13 19 18 19 20 85 22 50
128 imn 3179 3 80

(—) 15 26 (1378 (4+) 487 (4)12 52

T T T T T e e e _———

23 28 64 26 7946 68 51
17 07 - — _

e 2 . 7946 easi
497 34 68 4253 4195
4 97 39 65 8218 1,24 13

pany has been incurring losses since

nception  The cumulative losses as on 3Ist March 1980 were to the tune of
of Rs 124 13 lacs representing 243 39% of the paid up capital of Rs 51 lacs
This 1s quite an alarming situation for which the management should have taken

speedy measures
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The Commuttee recommend that Company should take such measures in

consultation with the Fmance Department within the framework of the relief
scheme dealt with elsewhere 1a this report, as would enable the Company to tread

on easy financial path

Further the Company should take steps to bring 1ts accounts up to date
and get the same audited from statutory auditor as well as from the Comptroller
and Auditor General of India A reportin this regard may be furnished to the

Commuttee

6 20 11 Manpower analysis

The table below indicates the manpower as envisaged 1n the Project
Report (on the basis of 5000 skins a day) and as actually deployed for the 3

years up to 1979 80

As on 31st Staff strength as Rated Staff Actual production
March per project Report capacity actually per head per day
— — . per head employed (Number of

Indus others Total per day ———  skmns)
trial (Number Indus Oth Total
of skins) trial ers
1978 242 93 335 15 79 68 147 23
1979 242 93 335 15 78 61 139 13
1980 242 93 335 15 n 45 116 017

In this connection the following observations are made

(1) No steps have been taken by the Management so far to assess
the manpower requirements on a realistic and scientific basis

(November 1980)

(u) It 15 evident, however, that the staff strength being proportion
ately more than that envisaged 1n the Project Report and the
actual production being far below the capacity, there was gross
under utiisation of labour

The Commuttee feel that the man power was not being employed on a
realistic and screntific basis and  the staff strength employed was proportion
ately more than that envisaged 1n the Project Report Further the actual
production bemng far below the capacity, there was gross under utihsation of

labour

The Comnuttee, therefore, recommend that the Company should therough
ly, mvestigate into employment of exceseive labour, low production and coa
sequential losses mcurred by 1t The Commuttee feel that unless the matter 19
mvestigated 1n depth 1t will not be possible for the management to arrive at a dec1
sion whether they are gomng n profit or 1ncurnng losses The results of the mves
tigation so conducted be furmshed to the Commuttee withm three months

e —— ———— — A A — e —_——
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12 Inyentory control y
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(y The Company has not laid down any maximum minmum and re
ordering levels for vanous items of raw materials and stores

The table below indicates the position of inventory of raw matertals and
fimshed stocks held at the end of 4 years up to 1979 80

(@) Raw material

Year Closing stock Consumption Stock 11 term of
month’s consump
fion

Raw  Chemi  Raw Chem Raw Chemi
skins  cals skins cas skins cals
(Rupees m I 1khs)

1976 77 289 091 8 13 151 42 72

1977 78 177 419 28 49 10 43 07 48

1978 79* 130 419 23 59 11 47 07 44

1979 80* 355 12 90 616 69

(b) Finished good

Year Closing Stock Sales duning Pcre ntage of
wmeluding work the year stock to sales

In process

(Rupees in lakhs)

1976 77 1145 0 68 1 684
1977 78 2308 29 32 79
1978 79* 18 68 36 62 51
1979 80* 810 25 84 31

It was noticed that the stocks as on 31st March 1980 included proces
sed leather valued at Rs 2 82 lakhs which was lying unsold for over 2¢ years
The Management stated (June 1980) that this stock could not be sold as the
items were process~d during the initia] stages without any specific orders and
had d teriorated due to prolonged storage

The Commuttee observe that old stock of finished leather waluing
approximately Rs 280 lacs 1s lying for disposal Duringthe course of oral
examination the company s repre entative informed the Committee that
they had already mutiated action to sell of the old fimished leather stock m

= —— ey ——

*Provisional
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pursuance of the recommendation of the Committee fo-med by the ];@d
of Directors and would be able to dispose 1t of as early as possible The
Company s representative when further asked to intimate the figures of the
stock which they were able to dispose of pursuant tothe recommendation
of the said Commuttee asstired that mecessary mformation would be sent to
the Committes mn due course

The Commuttee desire that necessary steps be taken to dispose of the
old fimshed leather stock expeditiously and the progress made in this direc
tion be mtimated to the Commuttee within a period of two months Further the
Commnttee desire that fimished stock 1mventory should be kept to the onmmum
50 that workmg copital 1s not unnecessary blocked

6 20 12 (u) Purchase of deffective machinery

The following 1tems of machinery installed 1n 1976 have not been put
to usz due to the reasons indicated against each

Naime of Value Remarks
Mactinery
(Rupees n lakhs)
Shaving machine** 045) Machine when put to use caused many
| defects 1 the skin processed
|
Scuddimg machine** 073)
Tanmng drums™* 6 40 Drums failed in performance even at
————  very Immuted lcads
Total 7 58

Thes have not b en got repaired/replaced from the suppliers so far
(January 1981)

During the course of oral examination the Company s repres-ntative
could not explam to the satisfacation of the Commuttee about the defective
purchase of maehinery worth Rs 7 58 jacs The Commuttee vi.w that the
inspection carried out by the company staff before purchase/installation was
perhaps not proper and effictive The Comimttee, therefore recommend
that in future the management should be prudent in effectmg purchase of
machmery and ensure that the inspections before despatch are not carred
out 1n a routme manner but conducted effectively by the experienced and
expert staff

6 20 13 Shortage

(a) A reconcihation (by Audit) of the figures of total number of
skins purchased number of skins processed and sentto the warehouse
with the number of skins sold and the balance held 1 tie godown revealed a
shortage of 2 502 skins valued at Rs 6 11 lakhs

The Management had netther investigated these shortages nor fixed
any responsibility (November 1980)

(b) A physical verification of chemical stores In March 1980 revealed
shortages vajued at Rs 012 lakh

\-
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<— The Commuttee note that the shortage amounting to Rs 611 lacs
(2502 skins) and Rs 012 lacs in chemicals were not gotinvestigated by
the company Durnng the course of oral examination on a question of the
Committee the Company s representative mnformed that at present a dead
stock of the value of Rs 0 41 lacs was lying with them and that efforts
were a foot to utilise it He further mnformed that a damaged stock of
approximately Rs 12 000 was also lying with them  When further asked to
Infimate the total shortage the Company representative assured that the
matter would be investigated and detailed position intimated to the
Commuttee

The Committee desire that the results of such mvestigation  1f conduc
ted be mtimated to the Commuittee at an carly date

HARYANA SEED DEVELOPMENT CORPORATION LIMITED

622 Purchase of hybrid bayra

In response to an unsolicited offer of 27th J anuary 1976 the Company
asked firm A of Bangalore (6th February 1976) to quote for PHB 14 seed
along with the quantity and the date by which che seed could be supplied
1mn response the firm offered 10001 500 qumtals of seed at Rs 750 per
qumntal (12th February 1976) Another firm ‘B of Bangalore also voluntarily
offered to supply 1500 quintals of the said seed at Rs 700 per quimntal
26th Apnl 1976) A proposal to depute an official to Bangalore for inspection
of stock and verificationn of firm’s credentials ec (29th April 1976) was
not agreed to bythe offictating Managing Directo~ on the ground that the
sced certification agenoy of Andhra Pradesh had mot certified the said seed
due to female sterthity problem

On 19th May 1976 firm B offered tosupply 500 qumntals of PHB 14
seed (certified 1n May 1976) as against 1 500 quintals offered earlier as 70 per
cent of their production plots were reported to have been rejected due to
the presence of pollen shedders At the istance ofthe regular Managing
Director a telegram was 1ssued to firm B on 1st June 1976 requesting :t
to reserve 500)quintals of seed and a draft for Rs 0 35 lakh (10 per cent advance
payment) was also sent to the firm The seed was mtended to be sold during
the ensuing Kharif 1976 season (nud June to third week of July) The firm
was telegraphically asked (4th/7th June 1976) to despacth 100 quintals of seed
cach to Hissar Sirsa and Bhiwani and 200 quintals to Gurgaon witnin 2 3 days
as the rains had setin  The firm finally supphed 299 88 quintals of seed
(Value 208 lakhs) up to 26th June 1976 and the order for the balance
quantity was cancelled on 30th June 1976

The Company was able to sell only 31 85 qumtals of seed (value

Rs 032 lakh) up to 30th June 1977 at Rs 1000 per quintal Further
44 23 auintals were sold during 1977 78 and 1978 79 for Rs 02! lakh (at
rates ranging from Rs 347 toRs 900 per qumtal) The brlance quantity
(223 80 quintals) was declared as condemned seed as 1t had lost 1ts germin
ation power and was sold through auction during February 1979 to June 1980
forRs 018 lakh Thus the Company su tamed aloss of Rs 137 lakhs 1n
his transaction

The Government stated (September 1980) that climatic conditron n
June and July 1976 adversely affected the sale of seed and that this varlety of
seed bacame outdated 1n the next sowing s~ason because of the itroduction
of a new variety of seed
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During the course of otal examination on 16th December 1983 the
representative of the Corporation stated inter alia that there 1s a purchase

procedure mentioned 1n the Manual of the Corporation wherein all efforts

have been made to cover the safeguards against all types of expected
loopholes

In reply to a question of the Committee as to how did the loss of
Rs 1 37 lacs m the transaction of about 300 quintals of bajra seed happen
the representative stated that this was hybnd bajra seed which was purchased
at the rate of Rs 700 per quintal but when sold as grains 1t fetched only
a bit httle price  The representative further stated that there was no
demand of the seed 1n the market as rains were not there during those
days The Commuttee dn not feel convinc d with the above reply of the
Corporation 1n as much as the firm was tel-granhically asked (4th/7th June
1976) to despatch 100 quintals of seed each to Hissar S1 sa & Bhiwam 200
quintals to Gurgaon within 2—3 days as the rains had set in Thus the version
of the corporation 1s self contradictory The Commatiee feel that it was not
justifiable on the part of the corporation to have placed an order for
500 quintals of seed telegraphically particularly when there were no prospects
of 1ts sale The Commnuttee are also not convinced with the stand of the
Corporatton that nobody was responsible for the loss of Rs 1 37 lacs
sustammed by 1t 1 this transaction The Committee further observe that
the Company could bave visualised at the time of placing order in the first
week of June that the climatic conditions June—July would aiversely
affect the sale of the seed and that the storage of seed was not a healthy
trend 1 the wake of the introduc 1on of new varieties which 15 a very
common feature 1n the field of agricultural research

In the circumstances the Commiritee recommend that the whole matter
may be thoroughly vestigated and responmsibility for the loss fixed under
report to the Committee The Commuttee further suggest that the procedure
for processing the seed be streamlmed i a manner as would obviate the
recurrence of such losses m future

6 23 Sale of wheat seced

In August 1975 the Company appointed a firm of Calcutta as 1ts distr:

butor (on comnussion basis) for the sale of 5000 quntals of wheat seed 1
West Bengal The agreement (valid for one year from lst October 1975)
provided inter alie that the firm would make 10 per cent advance payment
towards the cost of seed and would be liable for a penalty at the rate of
3 per cent for any shortfall on the contracted quantity of 5 000 quntals In
a meeting held on 29th August 1975 the firm also agreed to send detailed
despatch instructions by 15th S ptember 1975 for the movement of seed to
Calcutta and other dealers’ points

On 27th September 1975 without warting for despatch nstructions and
vayment of the full amount of 10 per cent advance (Rs 0 10 lakh against
Rs 1 44 lakhs due were received 1n September 1975) the Company despatched
4956 quntals of wheat seed (value Rs 14 37 lakhs) to Caloutta The
firm however took delivery of 440 quintals (October 1975) and the remain
mg quantity was stored in the godowns of the West Bengal State Ware
housing Corporation under the custody of a bank pledged to the account of
the Company and the firm was allawed (October 1975) to take deliveries 1
instalments aga ns  payments
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™\ To the end of February 1976, 1,382 quintals (value Rs 3 6] lakhs)
of wheat seed could be sold by the firm In February 1976 1t was decided

and an expenditure of Rs 048 lakh Was incurred towards handling, cartage
and freight charges on re transportation

Out of 3574 quintals the Company could sell 340 quintals (value
Rs 0 85 lakh) as seed and 600 quintals (value Rs 0 90 lakh) as trathfully
lab.lled seed while 2 572 quintals were sold 1o auction (January 1977) as graimn
at rates ranging between Rs 83 and Rs 120 per quintal (value Rs 172
lakhs) against the purchase price of Rs 244 37 per quintal (62 quintals valu
Ing Rs 015 lakh were lost 1n storage and transit Thus, the Company
sustzined a loss of Rs 6 66 lakhs m this transaction including transportation

lakh) re transporta

0 1i lakh) storage
charges at Nilokheri (Rs 0 30 lakh) shortages (Rs 0 15 lakh) and loss 1n

the sale of stocks at lower rates (Rs'5 10 lakns) ~ In April 1978 the Company
asked the firm to make good the loss ot Rs 6 09 lakhs (excluding 3 per cent
penalty for which no claim was preferred) after adjusting the amount of

Rs 057 lakh claimed by the firm on acvount of expenses incurred by them
on sales promotion, etc

According to the legal advice stated to have been obtained by the
Company (March 1578) only

Gov.rament 1ntimated (September 1980) that a civils

to investigite the
loases  The report of the Commuttee 1s awaited (March 1981)

action of sale of wheat se.d The Corporation admitted the lapse pin
pointed in the audit para, stating that the demand of seed 1 Haryana being

Very low, they wanted to makea break through 1n the eastern market 1 e
Bihar and West Bengal

The Commuttee observe that w
de jatch 1nstructions for the move

dealer s points the action of the Comp
ot Wa at s ed to Cilc

godowns of the Wost Bengal State Warehousing Corpo
of a bank pledged to the account of the Compa
delivertes 1n 1nstalments against payments The Committee feel that 1n fact

this was the b.ginning of the deal 1a the wrong dircetior wie, ultimately
landed the Company to a loss of Rs 6 66 lakhs

ration under the castody
ny and the firm took

The Com n tte. Jestr. taat the ciryim tanves under waich the Co mpany
despatched 4 956 quintals of Wheat se d (value Rs 14 37 lakhs) without
waitin, tor d.spatch instructions and paym nt o! th, full amouat of 10 p-t

cent advance (viz Rs 144 lakhs) may pe thoroughly nvestigated and tne
Tespopstbility fixed 1n tae matter unde Leporl to th Com nuue.
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When asked about the stage of the civil suit filed against the firmy at
Calcutta the corporation representative informed the Committee that decree
had been given 1 their favour and the same was being got executed at
Calcatta The Commttee fatled to understand the occasion for filing a civil
sult against the firm (1n 1980) i the light of the legal advice obtained by the
Company 1 March 1978, according to which only Rs 0 27 lakh could be
recovered from the firm while the loss was to the tune of Rs 6 lakhs The
Commuttee observe that the Corporation should have been circumspective in
proceeding agamnst the firm and could have avoitded unnecessary litigation for
this meagre amount Even this amount of Rs 27 000 1s yet to be relised as

the decree s still to be got executed

The Committee desire that execution proceedings may be expedited so
that the amount 1s realised at the earhest

REPORT OF THE COMPITROLLER AND AUDITOR GENERAL OF
INDIA FOR THE YEAR 1980 81

HARYANA WAREHOUSING CORPORATION
62006 Performance
(1) Targets and achievements

As at the end of March 1981 the Corporation owned 112 godowns
at 36 centres with a total storage capacity of 1 84 610 tonnes Besides 1t

had on hire as on that date 3967 godowns at 51 centres with a storage capa
city of 173,433 tonnes

The Corporation had for purpose of construction of godowns acquired
148 70 acres of free hold land at 40 centres at a total cost of Rs 45 33 lakhs
Title deeds tn respect of 3 plots of land (7 23 acres) had not been secured
as these cases were under dispute  The following table indicates the annual

targets of planned additions to their own capacities and the actual achieve
ments for the four years upto 1980 81

Year Budgeted Actuals Percentage of
actuals to
(in tonnes) budgeted
1977 78 71,000 66,000 930
1978 79 40 000 — —
1979 80 1 20 000 10010 834
1980 81 75,000 —

—

It may be seen from the above that 1 none of the years the Corpora
tion had been able to achieve their planned targets of construction of godowns

The circumstances under which the capacity as planned could not be achieved
are dealt with in succe=ding paragraphs

(a) In December 1976 the Corporation took up the programme for

(V)
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éotlstruction of godowns of aggregate capacity of 66 000* tonnes agamst the
target of 71,000 tonnes at 20 places (estimated cost Rs 1 40 crores) for
storing th¢ custom of Food Corporation of India (FCI) under a guarantee
schem  As per agreement entered into with the FCI on 26th December
1976 the godowns were required to be completed and made avail-
able by Apnl 1977 These godowns were constructed during the
pertod June 1977 to April 1978 at a total cost of Rs 134 crores The
delay in construction of these godowns ranged between 2 and 12 months
The godowns offered were not occupied by FCI immediately as the roads
electricity etc had not been provided They were occupied during the
period July 1977 to June 1978 Thedelay 1n the actual oc.upation of the
godown from the dates of offer ranged between | month and 7 months
The Corporation had to lose warehousing charges to the extent of Rs 10 20
lakhs on account of the delay

(b) The programme for construction of godowns for 40 000 tonnes at
nine centres as envisaged i 1978 79 could not be taken up on account of
financial constraints

(¢} The planned construction of godowns of 1 20 000 tonnes capacity
during 1979 80 was to be carried out with the financial assistance of
AR D C the approval for which was not recetved during the year The
Corporation cons ructed godowns of 33 430 tonnes capacity upto 1980 81
against the programme of 1979 80 and these were offered to the FCI (as per
agreement) but the godowns of capacity of 10 010 tonnes only were occupied
The godowns of 23 420 tonnes capacity remained unoccupied by FCI for
lack of anoillary works wviz roads bhoundary walls office blocks etc
Further at 3 centres, viz , Jind WNilokhert and Kaithal construction of
godowns of 40 000 tonnes capacity during 1979 80 could not be taken up
due to land disputes

(d) Programme for the construction of godowns for 75 000 tonnes
as envisaged 1n 1980 81 was not taken up as the programme which included
construction of rural warehouses was bemng co ordinated by co operative
sector as mentioned in the minutes of the Board s meeting held on 27th
August 1980

(i) Unlisation of storage faciities

As per formula adopted by the Corporation the capacity of a godown
15 worked out on the basis of 73 per cent utilisation of the floor area after
allowing for passages and alleys ways In the absence of any information
reparding built 1n area floor area and stack area the table below has been
drawn on the basis of average available capacity (both owned and hired)
and 1ts average utilisations during the four years upto 1980 81

Year Average dvailable Average Percentage of
capacity (owned odccupancy occupancy
. and hired) to capacity
(In tonnes) available
1977 78 4 29,476 4,24 201 98 7
1978 79 3,98 426 4 06 440 102 0
1979 80 419,573 4 30 704 102 6
1980 81 384932 356 837 9217

*The construction of 5 000 tonnes planoed for Jagadhri could not be taken up
as the land acquired for the purpose was later on denotified by the State
Government
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The shortfall 1n utilisation during 1980 81 was attributed b;jhe
Management (June 1981) to faster movement of stocks and fall m custom
due to low production of foodgrains mn the State

Targets and achievements

During the course of oral examnation on 2nd September 1983
when asked to intimate the position about the acquisition of three plots for
the purpos of construction of godowns at Kaithal Jind and Nilokhen
the representatives of the Corporation stated that the owners of the plots

had filed a suit 1n the court and the Corporation could not acquire these
plots

The Committee desire that the maiter may he vigorously pursued by

the Company to its logrcal conclusion and the outcome be Ifrmated to the
Commuittee 1n due course

Utilisation of Storage Facilities

The Commuttee observed that the percentage of overall utilisation of
average availabl: capacity dropped from 1026 % 1m 197980 to
92 7% 1n 1980 81 The Committee, therefore, recommend that steps  should
be taken up by the Corporation to fully atilise the available capacity

6 20 (7y () Leakage wn godowns

Stocks of fertilisers belongiog to Government of India and kept stored
0 the Corporations godown at Rohtak (418 quintals) were damaged due to
leakage of rain water i July 1975 The leakage occurred on 21st July
1975 and the stock was shifted after 5 days 1e on 26th July 1975

The claim for the damage (Rs 112 lakhs) preferred on the tnsurers
was rejected on the ground that the risk was not covered by the insurance
policy taken by the Corporation Asa result the Corporation had to pay
Rs 111 lakhs bemng the cost of damaged f.rtilizer 7The Corporation
decided (July 1979) to sell the damaged fertiliser to the mixing units in the
State or by public auction, but the same had not been disposed of so far
{March 1982) According to the Management (July 1979) with the efflux
of time the stocks had lost their nutrient contents, to the extent of 4 98
Pper cent of mitrogen and 9 58 per cent of phosphate

The Committee observe tbat neither any timely action was taken by
the Corporation to shift the stock from the godowns nor was the 1nsurance
for the cantingency secured as a result of which the Stock got damaged for
which the Corporation had to pay Rs 1 11 lakhs ascost of the damaged
fertiiser The Commutice, therefore recommend that the matter may be

mvestigated and action taken agawmnst the neghgent oﬁicer(s)/otﬁcml(s) responsihle
for this loss to the Corporation

6 20(7) (w) Loss of stock at Bahadurgarh

In August 1977 heavy ramnfall had affected the stocks of foodgrains
(697 bags weighmg 692 79 quntals) and fertilisers (20 bags welghimg 10
quintals) belonging to FC1I and a co operative society respectively The
goods being of non hazardous nature were not insured as per self
indemntfication scheme of the Corporation While lossin such cases 1s to
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be compensated at the value as per Warehouse receipts (Rs 0 72 lakh) the
F C T recovered Rs 126 lakhs from the Corporation on the plea that 1t
was entitled to the economic cost of the stocks calculated at the time of
occurrence of loss or market price whichever was higher

There was nothing on record to indicate the efforts made by the
Corporation to resolve the 1ssue with the F C I ona long term basis

Th., Commutlee observe that F C I was paid for the demaged
stock on the basis of the economuc cost of the stock calculated at the time
of occurrence of loss or market price whichever was higher 1nstead of the
value as p r warehousing receipts  Obviously there was no prior stipula
tion about such payment to the FCI as a result of which the corporation
had to bear additional burden

The Commuttee, therefore recommend that necessary steps be taken to

settle this ssue with the F C T on long term basis so as to avoid such situation
m foture

The Committee further recommend that the present line of thinking
of the management about continng to treat such goods being non hazardous
and consequently not suring them 1n the light of the contingency of the type
at Bahadurbarh may be rationalised so that there 1s no loss of such mnature to
the Corporation m future

6 2009 Storage Charges

T1he Corporation fixes storage charges keeping in view 1ts op-ration

cost and the need for providing storage facilities to 1ts customers at
eoconomical rates

During the period 1976 77 to 1979 80 the Corporation revised the

storage charges periodically in respect of major Commodities1 e foodgrams &
fertilizers

In connection with the application of the rates the following points
wete noticed

(@) Revision made 1n July 1976 was not agreed to by the FCI
on the plea that standard of godowns and services rendercd by the Corpora
tion were inferior to those obtaining in the Ceptral Warehou ing Corporation
The F C1I had not paid Rs 28 43lakhs (Rs 26 12 lakts on storage of
fertiliser and Rs 2 3[ lakhs on storage of foodgrains) bemng the diffeience
10 previous rates and revised tari ff up to 31st March 1981

(b) Reviston made in September 1979 was also not agreed to by
the FC1  The Corporation had raised the bills at enhanced rates but debit
of Rs 10 66 lahks representing diff rence 1n the previous and revised rates
was not brought forward into the books of accounts

During thecours= of oral examination the Corporation represen
tative stated that mat‘er regarding settlement of rate with the Food Cor
poration of India for the previous period was at advanced stage The
Commuttee desire that the matter may be finalised expeditiously and report
submitted to the Committee
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(u) Ina meetmg held in March 1973 1t was decided that the entire
work of storage bemng hitherto done by the State agencies
may be entrusted to the Warehousing Corporation It was also
decided that the godowns owned by the Food and Supplies
Department should be handed over to the Corporation which
shall recover charge storage from thc Department and pay rent
for these godowns as fixed by the Finance Department
Accordingly tF. Corporation took over godowns of 50 770 tonnes
capaoity from the department and the procurements made by the
department were kept 10 the godowns of the Corporation

Ofthe total storage oharges of Rs 8728 lakhs (bills raised from
April 1979 to March 1981 agamst the Department) the Corporation could
recover Rs 62 52 lakhs by cash and by way of adjustment on account
of godown rent, etc The remainmmg amount of Rs 24 76 lakhs was
withheld by the department on account of following reasons

(a) The Corporation was liable to pay godown rent for the entire
capacity transferred whether or not the same was utilised m full
by the Food acd Supplies Department

(b) Storage charges 1 respect of their custom should be actual
godown rent plus 13 paise per bag

(¢) Storage charpes enhanced by the Corporation from 30 paise to 33
paise with effect from 15th July 1976 were not enforceable m their
case 1 view of the fact that rates of storage 1n respect of these
godowns were to be fixed by the Finance Department

The Management stated (June 1981) that the amount was outstanding
due to unsettled disput~s and efforts were being made to get the same settled

During the course of oral examunation the departmental representative
stated that as per the decision taken by the Finance Secretary to the
Haryana Government would pay the same rates as paid bv the Food Corpo
ration of India and that the matter was expected to be finalised with
the Civi] Supplies Department within s1x month

The Commuttee de<ire that the final outcome be mntimated to them n due
course

() Delay m  submyssion of documents

As per Government of India s instructions the F CI took up the
distribution of pool fertiiser lymng warehoused with the Corporation with
effect from 1st March 1976 The 1ssues of fertilisers were required to be
made against the release orders from FC 1 to the Head office of the
Corperation However to avoid delay the Regional Officers of the FCIJ
were authorised by F C1 to issue release orders direct to Warehouse
Managers of the Corporation  As per the revised procedure (with effect
from 13th October 1376) the release orders mter ala provided the
following clause

Acknowledgement of the representative of the consignee 1f present
showing the quantity and variety of fertiliser despatched and also the R R
may be attached with the despatch doouments and sent to the Dustrict
Manager FCI for he date wise 1ssug within 24 hours of the 1ssue of
fertihisers®

W
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The Management stated (Fune 1981) that ¢ detailed enquiry was
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6 2009) (1) Delay m deposit of the proceeds Tnota

During 1971 72 afldsl®R2 8 stiisaCarbordtivo realiseR? $100 lakhs
from the sale of pool fertilstr kgamst awthiensa nbav PASRLCHRE AL GO HrFAL
The sale proceeds which were TRéqyretb ntesbeedeisd sttedl Vot huothiestry
ment of India 1mmediately d;ivg: not de ogg;d l; the Corporation
The non payment was spedifi mprartedd i BHY 24 ofil party o
Government of India 1n Janudry13894sdiidxpiwsibiielzd ﬂio'iﬁ{t'm%ﬁf’t?d{
paid and the Central Governthentrmd pistdelahinereduaiiitt @!‘benﬁfﬂ%m‘lﬂﬁ
charges bills of the Corporationim @etobes 197hadHd. flgapaTD 7400 Ip
Central Government further adpistath ®epteadfer Yol UM BT ﬂz
Rs 2 60 Jakhs on account of interest (at theewhte R+ RPNEMDD RIS
period the amount remained unpaid from the storaée bulls of the C?fgoratxon
NGO [IVIC dade ANAYIAH

The Management contended (March 1980) that the hqu1d1t§ gosmon
prevailing at the ttme was not sound enough to have enabléd) &hef harge
of the liability of paymentin time However (while thiscannot copstitu e
a valid reason) the accounts for 1971 72 adlé PeM-Bcdfetedledtthat t
Corporation had sufficzent bank balances (Rs'12200 1kii535a 8455S patir hied
1972 and Rs 22 07 lakhs on 31st March 1973) £X diselngmeneg1lishgiy 2ai

A zew 0801 onol 10€ rio a&

The Commuttee observe that the accounts 1¥dsithd pkai 973401
1972 73 revealed that the Corporation had sufficient bank balances PRSI 271
lacs as on 3Ist March 1972 and Rs 22 07 lacs as on 31st adarch 1973) to
discharge their iability but the Corporation even tHaHChaThoB0ESbsit the
sale proceeds reportedly due to non availability of fuatds =HadSthe ICHHR
fation deposited the amount i time 1¢ on Ist April the interest hability

P
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would have been reduced The Committee desire that the whole matter )viay
he mnvestigated and responsibility fixed mn this case of loss to the Corpordtion
The Commnttee further recommended that the Corporation should be ¢ reum
spective 1o future insuch matters so that such ayoidable losses do nooccur
and may also 1ssue positive 1nstructions in this regard under intimation to
the Commuittee

62014 Other topics of interest

(t) Irregular investment in share caputalo @ Government Company

The State Government directed (January 1978) the Corporation to
invest Rs 5 lakhs mn the equity capital of Haryana Tanneres Limited a
State Government Company The Corporation accordingly nvested Rs one
lakh i March 1978 The investment n the equity capital of any other
orgamsation by the Corporation was in contravention of Haryana Warehous
ing Corporation Rules 1969 and the State Government was not competent
to 1ssue any directive 1n contravention of such rules From the legal advice
obtained by the Corporation (March 1979) 1t emerged that there was no pro
vision in the Act empowering the State Government to amend the rules
framed under the ¢ Act retrospectively

The Corporation thus made an mvestment which was ultra vires of
the provisions of the Warehousing Corporations Act 1962 read with the
Haryana Warehousing Corporation Rules

During oral examination the Corporation representative admitted that
the Corporation was not empowered to Invest in the equity capital of any
other organisation and that the investment of Rs 5 lakhs tn the equity
capital of Haryana Tanneries was made at the directrve of the State Govern
ment

The Commuittee observe that since the State Government was not com
petent to 1ssue any directive in contravertion of the Corporation Rules 1969
The 1nvestment of Rs 5 lakhs was not regular

The Commuftee therefore recommend that the whole matter should
be examined 1n the light of the fact that there beng no prcvision m the Avct
empowering the State Government to amend the rules framed under the
Act not retrospectively, whether the order of the State Government was n
confirmity with the law  The decision taken on the matter be mtrmafed
to the Committee 1n due course

HARYANA SEED DEVELOPMENT CORFORATION LIMITED
623 03 (c)

The Company has also arranged cashcredit (imut Rs 190 lakhs)
from three banks against hypothecation of trading stocks for meeting work
ing capital requirements The balance outstanding 1n the cash credit account
as on 30th June 1980 was Rs 59 30 lakhs Further short term loan amount-
Ing to Rs 703 lakhs taken from a bank was also outstanding as on 30th
Junk 1980

1

' Durmng the course of oral exammation on 16 12 1983 m reply toa
question  regarding the outstanding cash credit of Rs 59 30 lakhs obtained

Lo
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from three banks the management stated that againsta sanctioned limit of
Rs 2 95crores they had obtained a loan of Rs 45 lakhs The Committee
feel that the Company should not have got sanctioned a Iimat of Rs 295

crores when they needed omly 40 45 lakhs It 1s felt that the Company 15

paying commitment charges unnecessarily on the amount of cash credit not
availed of

The Committee desired that the whole position i this regard may be
reviewed 1mmediately and only that much amount may be got sanctroned which
18 absolutely necessary for the working of the Company The position n this
regard be also intimated to the Committee

62305 (A) Foundations seed

Nucleus/breeder seed constitutes the basts of all further seed produé
tion  Foundation seed which 15 marked by genetic purity and other phys:
cal characteristics 1s multiplied etther from breeder seed or nucleus seed and
used for multiplication/production of certified seed The term certified seed

is widely used to denote s~ed which 1s sold to the farmers for rasing crops on
larger scale

The Company procures the Foundation Seed of the Project Crops,
viz wheat paddy and cotton from Agncultural University NSC and other
research institutions The seed 1s distributed amongst grower sharcholders
and others for multiplication/production of raw seed which 1s processed in the

processing plants of the Company and then sold as certified seed to the
farmers

The table below 1indicates the targets for procurement and distribu
tion of foundation se d and seced actually distributed amongst growers for
production of certified seed during the period from 1977 78 to 1979 801n
respect of the Project crops, viz  wheat, paddy and cotton

Year Target for Foundation Seed actually Percent
distribution seed distributed age of
amongst procuied actuals to
growers targets

(m @ &) 4) (5)

(In qumtals)

Wheat

1977 78 6 400 3594 3960 61 87

1978 79 6 264 2679 5815 92 83

1979 80 7,472 4 397 6977 95 38

Paddy

1977 78 342 123 225 6579

1978 79 180 152 157 8722

1979 80 200 345 343 17135

Cotton

197778 — 27 7 —_

1978 79 148 175 175 118 24°

1979 30 176 310 310 176 14
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The difference between the seé&‘ procured (column 3) and the :ee
:ﬁg}ggﬂ&c;gggggga(%olgmﬁ s WAS TS o Y. At rbRlRBAfirst germunation seed

sothmimol) a1 <fdrl 28 251 1o nisol s bamistdo bg
2R & o8 lonigul s boaoienie jog ovei Jon b yade

if?)l 40 349 QR 1put .Y 1thd O€ommitted regarding the non
a 'hi% % d‘ig 4&% asthe ydarsedH9778 andsdp78 79 the Company
réBPelehthtVé Sated that t e targets were given 1n the National Seed Project
framed three years ago assuming that certain rovements would come out
b thase thiggtscendt notbsrashiellp :H: a’(ﬂérc dependent upon
sgfsitg buponsdreprogesdingeyldntpmsyg %Mted that setting up of
thifperashihgplaifls wasgsYedthio sdao Mevements of the targets
could not be adhered to It was also%siHREAO 9 ‘ilthe targets were fixed

on the basts of previous years experience and every year they had stepped up
the distribution of seed e g during the last y83p?5 6"05‘ quintals of seed was

S%Sbgljlcﬁ i}aé’éaia‘%ﬁ$u‘fﬁ%a¥&°zﬁbﬁd‘a£ﬁ?tﬁf}Eﬂmoo bose
12vdg 19410 vi11ug otfan-g yd bedtemr a1 o dw b
b & Lommi eﬁg&‘?atﬁbgstmgetsﬂamrl aoth fiigel by the Company 1 a
¢ 5T3PRET, ther Camaanyshessbéen aovorkinggavery year oa Impracti-
¢ ){% LIS, ¥ 0¥ ofheosiine: coildivndts be' achieved even 1n later
year§

¢ ' Committee desire that the targets should be fixed taking nto

consideration all concervable_circumstauces and co
2qo1o 1aston’l odt lo ba 2 not Binm gﬂl aqat]l%‘fpﬂes

o bns D21 yhzroviaJ [s unluong A moil natloa b
é:ﬂéi éi“’l@? 1%’1{5‘{9 sagdoms botudrlerh g base af T
adt m bseessong 2t norlw bsoe we1 o nonut oiq\oour

alt digamst bodequarstnentioar 6 YbOP ISR Sulation wheat seed for
Rab: 197778 the Company placed (October 1977) an order for 5 600
quintals o Seiji at SBURaL Mt NSCh. The Company however
reetd (0B o Ju%hggﬁlﬂlilgtﬂlsroﬁiy 81415 sold (October—December
Iy (ﬁ’ (’I’{g 4@% Brg¥EE§hargholdershléavng a balance of 859 60
Fhirtald" ' Gut'o ?-?ic%l'é

0

160 §Q,anntaly wezerofound (October 1977)
mfested with We%vrsc instea rejecting the mfested seeds these were
reproc ssed by t n behalf afythey NSCio\ The Company could
selt'¢nly F‘151 20 z“?ég é\g{‘?mﬁed&séed“g&eg revatidation and  regrading
m sﬁs&%ﬁ:nt years - Out of the balagcaqugatity (70840 qumtal) 2 80
qilftii¥'Were found short (value Rs 938) and the remaming 705 60

quinta’®Whre auctioned Rs 0 68 lakh, resulting 1 an avoidable loss of
Rs 1 €9)lakhs & eyresalting

(FInvruap i)

The Management stated (July 1980) that the Company purchased found

ation seed for further multiplication utilised the maximum quantity

whitthocould be difi€bfuted as fouudat;i%?ndgeed and earned an overall profit

oRgthe sale of certiftleseed They hekhdnbt, however explamed why the
1 Eﬁl seed was tagcgpted Ter b

During the course of oral examumation Company representative

s e%%that 1t was taeconly available seedSwith the National Sged Corporation
a at due to he%_" rains a lot of seed hacame mfested Itis however
n8ficed from the paralthat the Company feceived 3640 quintals of wheat seod
daring the year 193778 out of which 418 80 quintals were found mfested
1e about 209/ of the seed was not fit to be used The Comittee feel that
the Company should have rejected this seed instead of re processing the
same (which could not be sold later'dh) on behalf of the National Seed
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The Commitee, therefore desire that the whole matter regarding the
purchase of wheat seed durmg the year 1977—78 may be mvestigated i detail and
1t may be deternuned as to why the mfested sced was not outrightly rejected
stead of reprocessing the same which could not be sold even at a later date

623 06 (b) Paddy seed

(1) The Company was covered under the NSP  under which from
July 1976 inter State marketing 1s done by the NSC The Company
arranges the production programme for intra State marketing and inter State

marketing according to ‘the requirement indicated by the Department of
Agriculture and NSC respectively

During Kharif 1977 the Company offered 19,000 quintals of paddy
seed to NSC well 1n advanoe of the sowing season Though NSC indicated
its willingness to have the seed (February 1977) 1t did not indicate the price
In the meantime as the Department of Agriculture increased their demand
only 2000 quintals of surplus seed was finally offered to NSC for inter
State marketing 1In May 1977 at the peak of sowmg season NSC indi
cated 1ts willingness to take this 2 000 quintals of s ed at Rs 131 per
quintal ex godown as against the cost price of Rs 157 64 per quntal
ex godown The Company did not supply the s ed du. to the unremunera

tive price offered by NSC and the whole quantity of seed was disposed
of within the State

Agatn duning Kharif 1978 the Company supplied 4 421 52 quintals
of paddy seed to NSC without setthing the sale price The NSC later on
refused (June 1978) to pay the Company more than Rs 12515 per
quintal agamst the cost price of Rs 15930 per quintal Thus the

non settlement of price before the actual supplies re ulted 1n  a loss
of Rs 1 52 lakhs.

Durmg the course of oral examnation when asked as to why did the
Company supply 442 50 quintals of paddy seed to the National Seed
Corporation without first setthng the price that resulted 1n loss of Rs 1 52
lakhs the company representative stated that as per prevalent practice the
NSC do not fix the price before the supply 1s made It was however
stated that some times the Company had to supply the seed to the NSC
on the direction of t~e¢ Govt of India and at that time keepmng i view

the position prevelent 1n other States the NSC made them the payment
according to the rates fixed by them

The Committee feel that 1f this matier Iy accepted as a metter of

practice or principle the Company will always suffer losses on account
of their sales of seed to the NSC

The Comnutfee therefore recomend that the matter should be taken up by
the State Govt at an appropnate level with the Govt of India to sort out the
metter so that the Company do not suffer loss on this account

623 06 (c)

(1) For Rabr 1979 80 seed production programme the company pro
cured 2 177 50 quntals of potato foundation seed (against 5 000
quintals planned) at Rs 85 per quntal during the period from



64 ¥
e

Februaty 1979 to April 1979, which were further processed  The

cost price of processed seed worked out to Rs 126 73 per quintal

The Company could sell (September October 1979) only 1,288 quintals
as seed at Rs 136 per quntal Out of the balance quantity (889 50
quintals) there was a shortage of 25 50 quntals due to driage and the re
maining quantity (864 00 quintals) was disposed of (November 1979) for Rs
0 38 lakh resulttng 1n loss of Rs 063 Jakh It will further be observed
that the Company could sell only 59 per cent of the potato seed procured
and processed for the purpose for which 1t was meant

The Management stated (May 1981) that at the time of allotment of
potato foundation seed the seed the seed growers were already having huge
quantity of potato with them which was not finding any market and hence
the Company could not sell the entire foundation seed potato for seed
purposes

During the course of oral examunation the Company representative stated
that against target of 5 000 quintals the Company procared 2 177 quinlals of
potato foundation seed out of which Company could sell only 1288 quntals
because of the fact the seed growers were already having huge quantity of
potato seed with them and that the potato growers preferred to use their
own seed rather than to purchase 1t from the Company The Committee
observe that when 1t was 1n the knowledge of the Company that the potato
seed growers were having huge quantity of potato with them then why did
the Company procure the huge quantity for distribution  The Com
muttee feel that the target was not fixed on realistic basis as much as the
Company could sell only 59 % of the potato seed procured and processed for
the purpose for which 1t was meant

The Committee therefore, suggest that in future the Company should be
cautions 1 fixutg targets/thew requements of the seeds after taking into
account the demand of the growers etc

6 23 06 (c)

(u) With the consent of the Department of agriculture the Company
planned to augment distribution of certified gram seed up to 20 000
quintals durmg Rab; 1978 79 Subsidy atRs 150 per quntal was
to be made available by the Government of Tndia through the
Department of Agriculture to the Company The procurement of
the seed from State Farms Corporation of India (SFCI) and the
Company s own production through private seed growers Wwas
estimated at 14 600 and 5 400 quintals respectively

The Company procured 15982 30 quinials of certified gram seed valued
Rs 57 73 lakhs from SFCI at Rs 275 per quntal and 3 132 04 quintals of
raw seed from the growers at the rates ranging from Rs 210 to Rs 220
per quintal

In a meeting of various agencies dealng 1 the distribution of seed
(held on the 10th August 1978) 1t was dectded that the major portion of thig
.seed would be distributed through HAFED The actual quantities con
signed to various agencies for onward distribution to the farmers were as

<)
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Serial Agency Quantity
number

(In quintals)
1 HAFED 14,074 48
2 Haryana Agro Industries Corporation Limited 845 20
3 IFFCO 4 80
4  Sale counters of the Company 4080 90
5 Use for seed production 108 96

Total T19 114 34

—_— e w—v—

Out of 14 074 48 quintals of seed delivered to HAFED 4 554 10 quintals
remained unsold which was recewved back by the Company In addition
1506 34 quintals also rematned unsold with sale counters of the Company
All these left over stocks (6 060 44 quintals) were sold 1 open auction by
the Company for Rs 12 38 lakhs at an average rate of Rs 204 25 per
qumtal  Thus out of 19 1'4 34 qumtals of seed 6060 44 quintals could
not be sold by the Company as certified seed which showed that either the
target of distribution of seed was unrealistic or the Company could not carry
out distribution programme  Further the Company suffered a loss of Rs
5 57 lakhs m the disposal of 6 060 44 quintals sold by auction

During the course of oral examination the representative of the Com
pany stated that the target was fixed by the Agriculture Department and that
the gram was sown mostly by the small and marginal farmers

After careful exammation of the facts deposed before the Commuittee
the Comnuttee observe that either the targets of distribution of seed were
unrealistic or the Company could not carrv out distribution programme
successfully which resulted n loss of Rs 5 57 lakhs The Commnttee
therefore recommend that the matter may be mvestigated and the resulis
of mvestigation intimated to the Commuttee within three months

The Commuttee feel that there 15 2 general impression that the seed
supplied by the company 1s infested and not of good quality of which 1t should
be and that 15 why the farmers do not purchase the gram seed maketed by
the Company The Committee desire that the Company should market only
that seed which 1s of the best quality and meet with the demand and requir
ment of the farmers

The Committee further desire that the statement of target fixed and gram
seed procured/sold during the subsequent years be furmshed to the Committee

623 10 Costing system

In April 1979 the Company appomted a firm of Chartered Accountants'
ena remuneration  of Rs 3,000 to prepare a report on costing system



Accordingly the Chartered Accountants submuitted the requsite report 1 1979
itself  The report contamned nter alia the following points/suggestions

(1) Devising system for testing the seed at a small laboratory before
final processing and packing

(1) Maintenance of proper records of packing material to avoid/curtail
wastage to some extent

() Absorption of overhead charges on the ter unit transfer of stores
and

(tv) Preparation of separate profit and loss account of each umt to

compare the efficiency of each unit and to find out the areas of
1nefficiency

However no action was taken by the Management on the above
report (June 1981)

During the course of oral examination the Company representative
stated as under —

1 We propose to set up a small laboratory in each plant for
testing the seed before final processing and packing

2 We are mamtaining proper records of packing material now

3 The recommendation regarding absorption of overhead charges
on the mter unit transfer of stores cannot be implemented by
thus Company because we do not transfer the stores and

4  We will introduce separate profit and loss accounts and balance
sheet for each plant

The Commttee desire that report about setting up of a laboratory and
preparation of profit and loss accounts m respect of each plant on the les

suggested by the consultants in their report be furmshed to the Committee at
the earliest

62311 (gu) Fxcessive consumption of gunny bags
Gunny bags are used for bagging the raw seeds purchased from the

growers The data given below indicates the defail of consumption of
gunny bags for bagging the raw seed purchased

Year Opening Purchases Consumption Closing Raw seed Ratio of con
balance balance  parchased swmption of
gumny bags to
seed purchased
(Number of empty gunny bags) (Qumntals)
1976 77 120961 110513 75195 156279 12 3699 06l 1
1577 78 156279 125100 131807 149 572 141997 093 1
1978 79 1 49 572 115501 67 708 197 365 197153 034 1

1979 80 1,97,365 83,689 52,533 228521 214973 024 1
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From the data of 1978 79 and 1979 80 it 15 clear that one gunny bag
could be used three to four times Thus taking an average turnover of 2
gunny bag for three imes the excess consumption of gunny bags during
the years 1976 77 and 1977 78 worked out to Rs 5 56 lakhs Further the
stocks held at the end of 197879 and 1979 80 were considerably higher
than the rate of consumption during the respective years demanded The
Company had not evolved any system to determine the normal requirements
of the bags ¥

During the course of oral examnation the company representative
stated that gunny bags were not actually consumed but rather used for the
packing of seed and then disposed of on becoming unserviceable The Com
muttee 15 not satisfied with the reply furmshed by the Company because as
per para one durng the year 1978 79 and 1979 80 one gunny bag was used
three to four times but during the year 1976 77 and 1977 78 the same was
used for one to one and a half ttmes It was stated by the Company
gpresexittatwe that this matter would be sorted out with the Accountant

enera

The Commuttee desire that this matter may be sorted out with the
Accountant General and outcotie be mtimated to the Commttee

(w) Shortge of gunny bages at Krnl

At the time of physical verification of stores as on 30th June 1979, 2
shortage of 7323 guany bags was detected Later on at the time of change
of mncumbency on 8th February 1980, further shortage of 6 188 bags was
noticed making a total of 13,511 bags The matter was investigated (March
1980) by a Commuittee of officers which finally placed the shortages at
13 226 bags (10 218 big and 3 008 small) valuing Rs 55000 An FI R was
lodged with the Police on 21st March 1980 which was still being 1investigated
(July 1981)

The Company terminated the services of the Accounts Clerk on 21Ist
March 1980 and suspended the Store Keeper on Ist April 1980

During the course of oral exammation, the Company representative
informed the commuttee that the services of Accounts Clerk and the Store
Keeper had been terminated and the case was pending 1n the court of law

The Commttee deswre that the matter may be pursued to 1ts logical
conclusion and the final outcorre be mtmated to the Committee n due course

HARYANA AGRO-INDUSTRIES CORPORATION LIMITED
629 Ol fired borler

The Corporation had decided (September 1974) to 1instal a Solvent
Extraction Plant at Kaithal to extract o1l from rice bran

The techno economic project report prepared by a firm of Jatpur for
the mstallation of the plant recommended (September 1974) use of coal as
fuel for ol fired boiler  to produce steam required for operation of the
plant  The wrong use of the termmology o1l fired boller 1nstead of coa)
fired boler® n the list of plant and machmery attached with thetr repost
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went unnoticed accordingly 1n March 1976 the work of supply fabrication
and erection of the plant on turn key basis was entrusted to a firm of Bombay
with<oil fired boiler as one of the equipments While the work of 1instalta
tion of the plant was under execution the plant wis tran»fe red (December
1976) to Haryana State Co operative Supply and Marketing Federation
Limited (HAFED) It was assesssed by HAFED (July 1977) that the
mnstaifation of an oit fired boiler would involve recurring additional expend:
ture of Rs 3 12 lakhs per year on the the ba 1s of 300 working days per
year Enquiries were floated (July 1977) by HAFED for the disposal/
replacement of the oil fired boiler (cost Rs 2 13 lakhs including accessories)
but there was no response

The plant was again transferred to the Company i April 1978
The Company brought (June 1978) to the notice of the consultants who had
prepared the initial project report who had stated (June 1978) that the use
of the word o1l wasdue to aninadvertent typographical mistake No action
wss taken by the Company on the ccnsultants for rendering a wrong
advice

The plant which was scheduled to be commissioned on 15th Qctober
1976, finally went 1nto commercial production in July 19/9 (outlav incurred
Rs 67 18 lakhs) with o1l fired boiler The comparative operatignal cost/
eco-omucs of o1l fired boiler with that of coal fired boiler of ‘the same
capactty was again assessed (S ptember 1979) by the Company and the
difference 1n costs was worked out to be Rs 1163 per day (Rs 349 l.khs
per year based on 300 working days per year) in favour of the coal fired
boiler The plant processed 2 771 tonoes of rice brand and 455 58 tonnes
of o1l in 272 days (based on daily capacity) during 1979 80 and 1980 81
(up to January 1981) The 1nstallation of o1l fired boiler 1n place of coal
fired boiler had thus resulted in extra expenditure of Rs 3 17 lakhs up to
31st January 1981

In written reply to the questionnaire of the Committee the Corporation
stated as under -

The wrong use of terminology Ol fired boiler 1nstead of <Coal fired
boiler seems to have escaped notice While the work of installation of
the plant was under execution this point came to notice  Although no reason
with regard to having oil fired boiler 1s available 1n record yet it seems that
the management at that time might have the followmng points mn conside
ration

() At the time of preparation of project report in September 1974 the
cost of operation was coming almost same as furnace o1l wag
available at paise 80 per Iiter

(1) Furnace o1l was easily available where as difficulties 1n procurément
of coal which was a scarce 1tem during 1974 75

Installation of plant was started in 1976 and subsequently plant was
transferred to Hafed m 1977 At that time Hafed had assessed comparative
viability of o1l fired boiler and coal fired boler The gap of 3 years was
a very considerable pertod i which several changes with regard to the prices
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and availability took place Subsequently the matter was taken up with
M|s Haq consultants Japur but no action could be taken against them
because the fee of Rs 10 000 had already been paid to them In the mean
while technological changes have made possible the use of Rice Husk as
fuel for boiler and the Corporation has also got changed o1l fired boiler at

Kaithal Plant mto Husk fired boiler by investing a sum of Rs 110 lac
This has made possible the saving to the extent of 809, fuel cost

After careful consideration of the wrtten reply and the information
furmished during the course of oral examination on 517984 the Commuittee
feel that there is certainly a lapse on the part of the engineers of the Corpo
ration 1 not detecting the use of wrong terminology in the list of plant and
machinery attached with the report of the consultant firm The Commuttee
further observe that the plea put forth by the Corporation that the furnace
o1l was cheap and easily available 1s an after throught and not a cogent
reason b cause the coal fiied operation was always cheaper and the consultant
had intended to recommend only coal for the boiler As a matter of fact
the Corporation should have mittated legal action against the consultant firm
for rendering wrong advice as also agaimnst their own engineers for not poin
ting 1t out at the imtial stage

At the time of oral exammation the corporation representatives had
promised to furnish detailed information about the whole matter within one
month The Committee however regret to point out that the destred infor
mation was not furnished til the drafting of the report The Commuttee, there
fore, recommend —

(1) action agamst the engimeers responsible for not detectmmg the wrong
terminology may be taken immediately and

(2) reason for transfermg the plant to the HAFED in 1976 and then agam

takmg 1t back m June, 1978 be nvestigated and report m this
regard be furmshed to the Commmttee within three months
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