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INTRODUCTION

I, the Chawrman of the Committe on Public Undertakings, having
been authorised by the Committee i this behalf, present this Twenty
Third Report of the Committee on the Report of the Comptroller and
Auditor General of India for the year 1981-82 relatng to the Haryana
Agro Industries Corporation Limmted

2 The Commuttee took utﬁ the unfmished work of the previous
Committe¢ and also examuned the representatives of the Department
Corporation where considered necessary

3 Abref record of the proceedngs of each meeting of the
Commttec has been kept m the Haryana Vidhan Sabha Secretamat

4 The Comnuttee are thankful to the representatives of the
Finance Department and the representatives of the Agriculture Depart-
mentfsaxd  Corporation who appeared before the Commuittee

5 The Committee feel grateful to the Accountant General, Haryana
and his staff for the valuable assistance and gudance given to them

6 The Comnuttee are also thankful to the Secretary, Haryana
Vidhan Sabha, and hig officers/staff for thewr whole hearted cooperation
and assistance given to them

Chandigarh KANWAL SINGH
The 15th December, 1986 Chairman
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REPORT
6 29 Haiyana Agro Mndustries Corporation Linuted
Pajagraph 6 29 01 Imtroduction

1 The Haryana Agro Industries Corporation Limited was 1ncor
porated on 30th March 1967 with au authonised capital of Rs 3 crores
as on 30th June 1982 as a joint venture of the State Government
and the Government of India with the main objects to undertake assist
ind piomote agro ndustries manufacture agricuftural 1mplements and
sell the products of these mdustries to oTganise Or mManage enginesring
or repairr shops and to transact and carry on all kinds of agency
business of any other company or concern

The pard up capital as on 30th June 1982 was Rs-189 66 lakhs
contrtbuted equally by the Central and State Governments Besides
the Company received Rs 10 lakhs as loan from State Government
m 197374 for the purchase of awcrafts to be used for aerml spray
which was later ou (1976 77) converted into contribution towards share
capital and further Rs 10 lakhs as advance agamnst share capital (Rs 5
lakhs m 1978 79 and Rs 5 lakhs in 1979 80) For want of matching
contribution from Central Government the shates have not been allotted
s0 far (December 1582)

The Department i its written reply stated as under —

“The Mimstry of Agriculture & Co operation Govi of India vide
their letter No 4 11/79 My(AI) dated 27 10 79 mformed that
in pursuance of the decision of the Nationmal Development
Council the scheme of Investment to State Agro Industries
Corporations’ has been transferred to State Sector wef
the curient financial year As such they have pointed out
that they will not be makmg contribution to the Corpo
ration by way of Central Equity However, the Haryana
Govt wvide therr letter No 6084-Agnt  TI(4) 83/6895 dated
301183 have requested the Govt of India to sanction
Rs 20 00 Jacs as Cential Share as matching contribution
to the Haiyana Agro Industries Corporation which had
become due upto the year 1979 80 On receipt of matching
contribution shares will be allotted The Govt of India
bas recently mtimated that an expert committee has been
formed to review the financial assistance to State Agro
Tndustries The matter 1s still under their consideration and
it may take some time to finalise 1t State Govt has
further been approached to contribute the balance share
Capital (Difference between the authorised and the paid up
capital)

During the oral eaammation the representative of the Department
stated that the Agro Industnes Corporation was corporated on 30th
March 1967 with an authorised capital of Rs 2 crores as jomt ven
ture of the Govt of India and State Government Both the Govts
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have to pay 50 50 percent sharc The Govt of India have paid
only Rs 94 83 lakhs as against Rs one crore The Haryana Govern-
ment also paid Rs 94 83 Iakhs but latet on i 1973 74 paid Rs 10 lakhs
to the Coiporation for the purchase of Awrcrafts Iater on this amount
was converted into share capital The Corporation has not taken
the amount of Rs 10 lakhs flom the Government of India as its share
Later on they stated that the Govt of India has closed the said scheme
and has nof even paid 1its share of Rs 5 17 lakhs

The Commitiee are not satisfied with the reply of the departmental
representative and observe that the matter was not pursued effectively
and promptly with Govt of India at the time of contribution towards
share capital received from the State Government

The Committec recommend that responsibility for the lapse m
not obtaming the matching contribution from the Govt of Indin be fixed
under mtrmation to the Committee

The Comnmittee should also be informed about the dewsion of the
Expert Committec formed by the Govt of India and the deciston of the
Stafe Govt to contribute the balance share capital to cover the difference
between the anthorised and paid up capital

Paiagraph 6 29 02 Borrowing
6 29 02(a)

2 The statement below gwes the cumulative position of the
borrowings made by the Company as at the end of each of the 3
years upto June 1982 —

1979-80 1980-81 1981-82

(Tentative Tentative)
(Rupees i Lacs)

! Secured loans from Banks

Term/Loan 16 29 7 63 223

Cash Credit 181 73 208 05 260 81

2  Unsecured Loans from Banks 511 — 2 08
Short Term Loan from Haryana

Govt 200 00 216 00 350 00

Deferied Payment ciredits 8 47 6 54 115

Total 411 60 438 22 616 27

The debt equity rato which was 1 96 1m 1979-80 increased to
209 1 198081 and to 2 94 1 1981 82

Ll
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The Department m 1its wntten reply stated as under —

@@ 1 Term Loan of Rs 28 60 lacs was obtamed m 1976
from SBOP i connection with the mstallation of Feitlizer
and Chemical Plant at Shahabad This loan stands fully
pard on 10 7 81

2 Cash Credit Present Position —

Bank Limut Boirowings
(n lacs)

(1) SBOP Sector 22 D, 90 00 90 00 (inciuding lien
(Agamst Agricultural marked against Bank
Machinery & Spare Parts) Guarantees)

() NBT S 17(Against 1500 15 00
Maurthal Piant)

(u} Bank of India S 17 48 00 126 37 (Two short term
(Rs 18 00 lacs agamst additional limits were
Agriculture Machinery also obtamed from the
& Rs 30 00 jacs 2gainst Bank of India as under

Fertilizers)

Rs 30 00 lacs was drawn i August 1979 for 3 months but
could not be repard The BOD had approved this on
12 12 1979

Rs 30 00 lacs was drawn i May 1981 with approval of
BOD dated 9581 for the procurement of mputs but
actually these funds were used for wheat procurement and
thus the borrowmgs went upto Rs 108 39 lacs on 458l
The borrowings were brought down to Rs 77 81 lacs on
8781 No loan was taken fiom the bank after 8§ 7 8l
The payment of interest also could not be made which
stands accumulated to Rs 48 56 lacs (Total 77 81 48 56-
126 37)

‘Unsecured Loan ~ Loan was obtamted from State Bank of Patala
Sector 7 for purchase of Awr Crafts This loan was cleaied on 20 10 83

Short Termt Loans  Short Term Loan to the tune of Rs 350 00
lacs was received fiom Government for the procurement of Agricultural
mputs upto 1981

Deferied Payment Credits Credit of Rs 16 6] lacs was obtoimed
from Statc Bank of Patiala on account of import of SKP 4 Combmes
from USSR m 1974 The last instalment 15 due on 1484 The
mstalments have been paid without delay/default

- ‘The cash credit borrowings from Banks mm 1981 82 as shown m
the review are mclusive of Rs 65 43 lacs borrowed from State Bank
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of India agamst temporary lmut for wheat procurement These borrow
mgs were cleared m February, 1983 Inclusion of this amount has
adversely effected the Debt Equty Ratio

The Debt Equity ratio has also gradually increased due to confi
nuously increasing interest lability which would have been contamed
had the Corporation recerved the balance Share Capital from State and
Central Governments earler

The Committee observe that the company obtammed loan of
Rs 30 lakhs from Bank of India for purchase of inputs but the amount
was utilised for wheat procurement which was mn contravention of the
purpose of the loan The Commuttee desire that the management should
enquire mto the matter as to how the requircment of feruliser was met
for which the loan was taken and fix responsibility for the lapse

The Committee recommend that the management should make
earnest efforts to obtan contnbution towards share capital from the State
and Cenfral Governments

During the oral exammation the Managing Director of the Company
informed the Committec that there was an embezzlement of Rs 78,000
at Hissar unit

The Committee desire that the matter be nvestigated, responsibility
fixed and a report submitted to the Commttee mtcr-alia stating the action
taken agamst the officials found responsible for the embezzlement

Paragraph 6 29 02(b) Secured Loan

3 () In 1974 7> the Company arrenged up to a maximum
tmit of Rs 48 lacs with the BOT for financing new projects and for
meetmg working capital requirements ‘The Company started over
drawmg the hmit from October 3979 for which penal interest amounting
to Rs 1 26 lacs was pad from January 1980 to March 1982

(1) The Company was having a current ccount with the State
Bank of Patiala apart from a cash credit account with maximum lumit
of Rs 90 lacs The excess drawal of cash credit beyond Rs 90 lacs
was transferred by the Bank to current account The current account
stself showed overdrafts m September 1981 (Rs 6 54 lakhs) and from
January 1982 to Moy 1982 it ranged between Rs 45,411 lakhs and
Rs 38 061 lahhs An additional amount of Rs O 34 lakhs was charged
by the bank as 1mterest

In its wriiten teplv the Department stated as under —

() Posstion with regard to borrowings from Bank of Indie
agamst lmit of Rs 48 00 lacs bhas been stated 1 <ub
para () Efforts are however bemng made to find other
resources which will enable repayment of the loan

(1) A letter of Credit No SBP/117/Inland/81011 dated 17-11 81
was obtained from State Bank of Patwla for Rs 68 70

L)
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lacs m favour of M/s Food Corporation of India Chandi
garh towards the cost of procuring 2000 MT DAP for
our Fertihzers and Chemical Plant Shahabad This Leiter
of Credit was obtamned to enable us to avail two months
ciedit from FCI which m turn would enable us to rotate
the funds for further transactions and also meet the finan
cal constraints at that tme in the Corpn However, dus
to nonsale of fertilzer m 1981 82 because of prevailing
unfavourable condittons full payments could not be made
to State Bank of Patiala ard since the Cash Credit Limit
was also exhausted the excess of hmt was debited by the
Bank m our Curient Account as there was no other alter
native available The overdraft w this account has been
cleared and the borrowing/operations are now within the
sanctioned Iimut of Rs 90 00 lacs As such Rs 34000
was charged by the Bank as interest

The Commuttee feel that it was mamly due to mefficient function
ing and grossly under utibsation of capacity of the production units
and over all mismanagement of the affairs of the Company which [ed
to this serious financiai impasse resulung 1n paymen{ of penal interest
on loan and over drawal of cash credit entatlmg additional burden of
interest

The Committee recommend that the workmg of the Company should
be thoroughly mnvestigated bv the Government and responsibility fixed for
the various lapses, wregulariies onmssions and commissions which put
the Company m financial cnsis and 4 report submutted to the Commuttee

The Commttce would also hke to be nformed about the steps
taken/proposed to be taken by the Management/Department to mmprove
the workmg of the Company to put it back on rails

Paragraph 6 29 02(c) Shoit term Loan

4 The State Govt granted ecight short term loans aggregiting Rs 866
lacs durmg March 1978 to It ebruary 1982 to the Company fo. pur
chase and distribution of agricurtural mputs  viz fertizers seeds and
pesticides Fach loan was repayable m jump sum together with m
ferest within a period of 6 months from the date of drawal The
normal rate of interest was 5} per cent (5% per cent for loan of
February, 1982) and penal rate of interest was 7} per cent

The Company could not repay the loans received 1n August
1978 (Rs 100 lakhs), November 1980 (Rs 66 lakhs) February 1981
(Rs 150 lakhs) and July 1981 (Rs 100 lakhs) and the same were ad
Justed out of the subsequent loans sanctioned 1m October 1981 (Rs 100
lacs) and February, 1982 (Rs 2 50 lacs)  The whole amount of
Rs 3 50 lakhs outstanding on 30th June 1982 was overdue for re
payment (November, 1982) The total interest on the above short
term loans for the period from March 1978 to June 1982 worked out
to Rs 72 67 lakhs (including penal ntercst of Rs 2] 66 Inkhs) as
on 30th June 1982 out of which Rs 47 67 lakhs are yet to be”
paid (July,1982) The management stated (November 1982) that loans
could not be paid m time due to carry over of fartilzer stocks -
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Out of loans of Rs 100 lahhs each sanctioned i March 1978
and August 1978 amount of Rs 90 lakhs and Rs 45 65 lakhs were kept
. short terms deposits (for 3 and 6 months) and m savings bank
account earning interest at 4/41% per annum On the otler h nd the
company was paymng 73 interest to State Govt resyltng 1 loss
of' Rs 145 lakhs It was also observed that the nterest paid on the
preportionate amount of cash credit / overdraft during the period worked
out to Rs 3 55 lakhs

In 1ts written reply the _Department stated that Hajyana Agro
Industries Corporation had Bank borrowings to the tupne of Rs 132 70
lakhs on 16378 aganst built up stocks of fertilizers seeds and trac
tors etc A persual of available record imndicates that Rs 1 00 crore
was given by the State Govt to the HAIC and this amount was de
posited as Short term deposits m the Banks No reasons are available
m the office record to indicate as to why this amount was deposited
as Short term deposits rather than clearng the bank over draft lumits
For the subsequent shortterm deposit 1 the month of Anpgust 1978,
no record 1s available to establish that sanction for this investment
was taken from the management or competent authomty Only letters
to the Banks are available which indicate the figures of negessary mnvast
ments but no reasons or Justification etc 1s avallable As, such 1t has
Dot been possible i the absence of record to find out reasons as 1o
why mstead of clearing the Bank Iimit for over draft the management
decided to make shortterm deposits thereby resulting 1n the less of
Rs 1 45 lakhs as mentioned 1 the Audit Report This matter 1s now
bemg enquired into to trace the record and to take action aganst the
ernng ofhcials etc It may further be clanfied that smce 7679 no
short term deposits etc have been made by the Corporation and any
amount which has been received from the State Govt as Short Term
Loan has been deposited to reduce the Cash Credit borrowings 1mme
diately *

During the oral exammation, the Managing Director of the Com-
pany stated that the deposits were made by the Accountant under the
orders of the then Managing Director but no reasons had been recorded
on the file for keeping the amount i shoit term depostt

The Commuttee are not satisfied with the reply, of the Managing
Director and deswe to know the 1easons for keeping the amount 1n
short term deposit which put the company under loss of Rs L 45
lakhs

The Comnmiittee recommend that the matter be myestigated and’
responsibility on the concerned officials for the lapse be fixed and a report
submitted to the Committee within three months -

Paragraph 6 29 03 and 6 29032 Working Results
6 29 031

5 (1) The audited accounts of the Company were re-
cetved up to 1979 80 only to the end of which the Company 1ncurred
an accumulated loss of Rs 63 74 lakhs which worked out to 31 por-
cent of the paid up capital (Rs 209 66lakhs) as on that date The
Company which incurred a loss of Rs 12 90 lakhs during 1977-78
had made profits of Rs 4 26 lakhs and Rs 3 77 lakhs during 1978-7%
and 1972 30 respectively

4

i
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The wunit wise analysis of the commercial actvities of the Com
pany during the four vears upto 1980 81 1s givem below —

Profit(+)/Loss(—)
Name of the unit

1977-78 1978-79 1979-80 1980-81
(Tentative)

(Rupees in lakhs)
! Farmers Service Centres (160  (+)2827 ($)17 92 (4)16 99
2 Cattle Feed Plant Jind (=)0 17 ()4 78 ()14 36 (4)I6 75
3 NPK Fertthze: Plant

Shahabad (—)4 78 (—)2 92 ()6 10 (+)3 99
4 Food and Fiut Proces
smg Plant, Murthal (—)0 62* (—)16 48 (—)16 62 (—)I8 99

5 Agro Aviation Wing (—)2 99 ()4 82 (—)1044 (I 50

6 Insecticides-and Pest:
cides Plant Shahabad (+)0 34 (4+)0 04 (—)28 (=240

7 Agriculture Engineering
Woikshop (+)0 50 (—)0 93 =)0 17 ()0 14

8 Solvent Extraction Plant
Karithal** — — — ()15 57

It may be seen from the above that the loss in the operation
of Food and Frunt Processing- plant Murthal registered a steep nise from
Rs 062 1ikh m 197778 to Rs 18 99 lakhs m 1980 81 The loss m
the operation of Agro Awviation Wing which registered a steep rise from
Rs 299 lakhs m 197778 to Rs [0 44 lakhs m 1979-80 has gone
down to Rs 1 350 lakhs m 1980 81

6 29 03 2 Fruit and Food Processing Plant M thal

() The mamn reasons for the losses n the plant may be attn
buted to (1) under utilisation of the capacity resulting in higher over
head expenditure (1) selling of material below cost and (n) abnormal
wastages

The State Government also observed. (June 1981) while considering
request of the Company for enhancement of share capital constribution
that the Company was not fuifiling the objectives for which 1t was

*For three months (Apri 1978 to June 1978)

* Th~ umt was commissioned 1n May 1979 and was under trial operas-
tior durmg the year The net expenditure of Rs 19 15 lakhs curred
dutng foe ,ear_ 197980 was_ twated as pre operational expenses
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constituted Tt was further observed by the Government that raw material
needed for food and processmg plant at Murthal was bemng brought
from the other States and that most of the plants were runmng in
heavy losses due to mismanagement and that the Company bad faied

to Dhft the allotted fertlizer although short teim loan was gwven and
that the combine barvesting work was beneficial to mch farmers only

In 1ts written reply the Department stated that in the Audit
Report for the year 1931 82 tentative figures of 1980 81 accounts have
been presented which are lLable to change with the final picture which
1s now slowly emerging from the audit under process at present The
management has taken several steps enumerated below to attempt to
mprove performance of this Plant recently They are —

1 The Management has tightened inspectionand quality checking
system 1n the Plant

2  The General Manager of the Plant has been directed unti
further orders that he 1s not empowered to employ more
than 10 persons on daily wages per day so as to curtail
the wage bill

3  Breakage of bottles 1s bemg biought down by issuing sirict
¢ directions to the GM of the Plant to check breakage of
bottles at various stages of production and sale

4 Kiosks have been opened at Pamipat Sonepat Karnal and
Ambala with the mntention of imcreasmg home sales through
our own outlets

5 Further action for increasmg the sale of our products will
be done through development of dealer net work and
we are 1n the process of appowting deilers so as to cul
tvate the domestic maiket on regular basis The orgam
sational pattern of the marketing structure 18 also bemg
geared up

6 The National Productivity Council was recently asked to
conduct an 1n depth analytical study of the workmg of this
Plant Their report has been received which s under
exammation for the puipose of bringing about improvements
in 1its working

Sutularly, for the Haryana Agro Aviaton Wing several steps
have been taken to mmprove its working They are as follows -~

1 As a tesult of sustamned efforts the Corporation has been
able to dispense with the services of 9 persoms during the
last one year due to which a savmg of about Rs ome

- - lakh per year has been made possible

2 Fuither efforts are beng made to economise on the trans
- - portation and TA /DA etc expenditure

3 A sepafate case 15 under consideration with the Corporation

L 4]
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for the purchase of 2ud hand Helicopter/Fixed Wing Air
craft from the Jndian A Force on book value and there
after taking up ther repairs to make them air worthy

4 While the price paid for aerisl spraying per acre is fixed
by the Govt vet operational cost has been mcreasing
tiemendously The State Government has now been app
roached to 1ncrease the subsidy of Rs 66666 to Rs 2 09
lakhs per aircraft, so as to enable the Corporation to
work oo  no profit no loss basis

During the oril examination the Managing Director of the Com
pany stated that there are certamn basic reasons for which the losses
have occurred such as under utilication of capacity over staffing and
making of perishable goods etc  When enqumed by the Comnuttee
the Managmg Director stated that the Josses of the Murthal plant
were to the tunc of Rs 19 60 lakhs mn 1981 82 Rs 8 lakhs in 1982 83
Rs 21 55 lakhs 1;n 1983 84 and Rs 8 75 lakhs in 1984 85

The Commttee observe that the plant was running m loss due to
misinanagement, overstaffing, under utiisation of capacity, abnormal wast-
ages etc The Committee further observe that the management could
neither make use of the fruits and vegetables produced 1 Haryana for
which the plant was set up nor of the vicimty of Delht for marketmg ifs
products

The Committee recommend that the working of the plant shonld
be thoroughly mvestignted and responsibiity fixed for mismanagement,
overstaffing, wastages, losses and lapses committed by the various func-
tionaries of the plant and a report submitted to the Committec

Paragraph 629033 Agio Aviation Wmng

6 The losses are maimnly due to reduction n the area of aenal
spray of crops (from 1 75 lakhs acres m 197778 to 0 66 lakhs 1n
1979 80) and decrease in the avaiability of air crafts due to fiequent
accidents  The reductions 1n loss in 1980 81 was mamly due to increase
In the area of aerial spray of crop from 0 66 lakh acre in 1979 80
to 0 91 Jakh acre n 1980 81 <nd decrease mn operational expendituie
due to rcduction m number of aircrafts The ‘management however
attributed the loss due to Jower tariff fixed by Government of India
for aerial spray as compared to the cost mcuried It has been observed
that the cost of spraying, per acre increased from Rs 10 62 in 1977 78
to Rs 33 52 in 1979 80 whereas the rates of aerizl spray fixed per
acre were rangmg fiom Rs 9 00 mm 197778 to Rs 11 00 in 1979 80

In 1ts written reply the Depaitment has stated that the Corpora
tion took up aenal spiaymg of crops such s cotton musterd and
sugar came etc in order to contain mfestation of pests which may
damage the ciops that are grown in large blocks and are switable for
aerial spraymng thus providing an insurance cover against wide spread
pest infestation It may be mentioned here that the mcidence of pest
infestation varies from year to year and thus the varation in areas
avadable for aerial spraymg The mam reasons for lesser acreage sp ayed
m the year 1979 80 aie firstly serwous drought condition which pre



10 ﬁ}

vailed durmg fhis peried secondly abnormal scarcity of avation fuel
for the aircraft and also the option provided to the farmers due to
which larger acreage were not available for spaying The increase m
the cost of spraymg during the year mentioned above can be attiibuted
to the constant fixed expenditure distributed on le. &1 acreage How
ever the mam factor 1s lower tanfl fixed by the Government which
does not allow even break even m the opetations even during normal
vears The Govt acceded to our pomnt of view by subsidising to the
extent of Rs 66 666 per awrcraft per year The cost of operation has
further mncreased mmspite of reduction in the staff to the cxtent possible
therefore the Govt has now been approached to increase the subsidy
te Rs 2 09 lakhs per aircraft per year

As present the Corporation 1s left with only one air craft for which
cettamn staff and facilities are requred which would increasc only
nommally by addition of more air craft thus reducng the impact of
fixed overheads over each aircraft Assuch the Corporation and the
Government have a separate case under consideration foi purchase of
second hand helicopters/fixed wing air craft from Indan Aar Force ete

The Comumttee recommend that the matter of gettng adequate
subsidy to bridge the gap between the cost of spraving and rates fixed
per acre should be pursued vigorously with the Govt but 1t the same
time the management should strive hard to contrel the costs by effectnne
management and control, and mcreasing the area of aerial spraying by
addmg more awcrafts The Committee should be kept maformed about
the progress of acquuing of second hand helicopters/fixed wing awrcrafts
from Indian Air Force etc

Paragraph 6 29 04 Perfoimance

7 The Company has so far taken up mamly the following
activities —

(1) Purchase and sale of tractors spate parts fertibzer POL
Metallic Bms Seeds etc

(1) Custom Hiring services of tractors combines bulldozers to
farmers and aerial spiay of crops

(1) Workshop services

(1v) Manufacture, and sale of agricultural 1mplements and other
wron and steel jtems NP XK granulated fertilizers pesticides
and msecticides etc foods and Fruit products, and Cattle
and Poultry feed and

(v) Extraction of rice bran ol and sale thereof
The Company hasnot undertahen any scheme to promote assist
finance and develope agricultural commercial and industrial enterprices
such as poultry and damr

The turnover of the company i respect of these activities for

[ 8]
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the three year upto 1979 80 are given below —
1977-78 1978-79 1979-80
(Rupees in Lakhs)

Custom hiring and servicing 50 86 55 19 44 29
Sale ofTractors 126 40 165 27 5317
Sale of fertilizers 236 83 492 34 322 42

Sale of Engmes Motors Metallic Bins
agricultural implements tyres & tubes

spare parts etc 48 01 153 48 153 61

Sale of mgredients seeds, delicia and

1aw material 23 47 67 79 120 16
Total 485 57 934 07 693 65

In 1ts written reply the Depaitment stated that Haryana Agro
Industries Corporation has for the past several years been producing
poultry and cattle feed from its plant at Jind The basic work of
promoting financing poultry and dawry vests with the Haryana Dairy
Development Co operative Federation and the Directorate of Animal
Hysbandry HAIC 1s now wvolved with consolidating its existing set
up so as to make i1ty more efficient and economucally viable rather than
for setting up of new projects In addition 1t may be mentioned that
the Corporation also took up the scheme of imparting trammg to un
employed Engineers/Ex servicemen/Agricultuial Graduates to help them
set up Agro Service Centres in the State which would provide facilities
such as custom hiring of tractors, reparr and maintenance workshops
and aiso distribution of wputs for mutual benefit of farmers and entre
preneurs-

The Committee observe that there was steep decline 1n the
tractor sales and also 1 the turn over of custom hiring and servicing
and' i the sale of fertiizers during 1979 80 as compared to earler
years

The Commttee recommend that concerted cfforts should be made
by the Nanagement to mcrease the turnover under these activities specially
of sale of fertihizers for which there 1s demand/market in the State

The Commuttee further observe that the working of the Com
pany 1s m bad shape and 1is financial pesition 1s extremly poor and
the Management in order to improve the financial position of the Com
pany should diversify the activities m profitable areas

The Committee also observe that at present the farmers
Haryana, who obtan leans from the Scheduled Banks and the PLD B
for the purchase of agricultural implements/machinery are required -to
purchase these items from private dealers who many a tume explot
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the position of the farwers and it also leads to malpractices In order
to safeguard the interest of the farmers and to ensure proper utiization
of the loans/subsidy and also to help the Agro Industries Corporation
to come out from the red the distitbution of these items should be
made through this Company

The Committee recommend that the State Government should consi
der to help this Company by entrusting toit the distnibution/sale of agn-
cultural implements/machmery to the farmers who are requred to make
suach purchases by obtammmg loans/subsidy from Government and Banks

The Committee also recommend that the State Government should
mstract all the Government Departments/Corporahons/antonomous bodies
efc o make thewr purchases of agricultural items through the Agro Indus
tries Corporation, which are avajlable with 1

Paragiaph 6 29 05  Cusiom Services
Faimers Service Centres

8 There were 15 Farmers Service Centres as on 30th June 1982
which provide custom hirimg services of tractors, combines and bull
dozers and repawrmng facilities to farmers Besides sales of spare parts
cattle and poultry feed seeds fertilizers er¢ 2re also channelised through
the service centres

() The table below indicates the extent of utiisation of tractors

combines and bulldozers as compared to the avaiable capacity for the
four years ending 1980 31 —

(a) TRACTORS

Year Fleet Available Utiised Percentage
strength lours as hours of utilisa
per Horms nion to toial
oul §
available
1977-78 26 26 000 13 332 513
1978-79 26 26000 12 363 47 6
1979-80 26 26 000 14711 56 6
1980-81 26 26 000 14 071 54 1

The management attributed (April 1982) under utihsation of trac
tors to the fact that Byelarus tractors (24 held as on 30th June 1981)
with the Corporation were more than 10 vears old and had outlived
their lives Further 1mported spare parts were not easily awailable
with the result that the tractors remained 1dle mtermittently for want
of repairs
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(b) COMBINES
Year Fleet Acres Acres Peicentage
strength to be actually of coverage

covered covered

as per

norms
1977-78 14 9 800 8,621 838
1978-79 - 14 9 800 7 964 81 3
1979-80 14 9 800 8 142 83 1
1980-81 14 9 800 6811 69 5
1981-82 14 9 800 7,556 77 1

The Management attributed under uubsation of combines to
~—combines having outlned their lives

—prolonged rammy seasons and

—rates were higher as compared to other agencies

(©) BULDOZERS

Year Fleet Available Actual Percentage
strength hotirs as houts of utilisa
per norms  utilised tion
1977-78 16 16 000 17 413 108 8
1978-79 16 16,000 16 023 100 2
1979-80 16 16 000 10,526 65 8
1980-81 16 16 000 10 048 62 8
1981-82 16 16 000 9 517 595

The Management stated (January 1983) that low utihsation of
bulldozers during 1979 80 onwards was due to lack of demand

Fleet strength of 16 bulldozers include 3 bulldozers lying un
utthised (2 from 197879 and 1 from 1980 81) in Gurgaon centrc

(u) The table below mdicates working results of custom hiring
services -——

1977-78 1978--79 1979-80 1980-81

Profit(+)}  Profie(+))  Profit(+)} Profit(+)/

loss(—) loss(— loss(—) loss(—)
(Prowvistonal)
(Rupecs In lakhs)
Tractors (—)0 89 (—) 04 (—1 45 (-)3 83
Combines (+)1 86 (-+)2 94 -+ 14 ($)5 40
Bu}ldqze:s: .- (+)6 14 (+)6 08 (+)3 54 (+)526

- Total (H)7 11 (+)7 98  (+)10 23 ()6 83
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The losses on c¢ustom hiring of tractors are increasmg yedr after
year due to less utilisation of tractors (due to increase i the number
of tractors 1n the State) beavy repair and old tractors

(1) A test check of the records of Hissar and Rohtak centres
revealed that agamnst 2 to 4 tractors available at these centres during
the years 197879 to 1981 82 mine operators were employed in these
centres during these years

This meant an extra expenditure of Rs 2 64 lakhs during the
years 1978 79 to 1981 82 towards retention of surplus staff

The Department o 1its written reply stated as under —

In additton to the tractors being old, under utilization 1s also
a major reason of loss from thisactivity in the year 1969 70
when there was a neglgiable population of tractors ~in the
state the efforts of the corporation proved o be extremely
beneficial to the farmers In subsequent years the tractor
population 1ncreased substantially and demand of custom
hiring of tractor through the corporation went down As
the tractors are no more scares in the state the custom
hirmg of the tractors by the corporation gradually dimi
nished in importance and demand therefore the corpora
tion has not added any new tractor to its fleet of tractors
for custom hiring and 1s mamtammg a skeleton flecet only
for the service of farmers who may require therr use on
emergent basis from time to time It may also be pomted
out that even though imported spare parts are not easily
avallable yet HAIC has managed to procure them when
ever necessary and mamtained the present fleet of tractors
m a state of readmess for work

Combines

The utilization of our combine harvestors 1s dependent on
weather conditions existing at the time of harvestmg and
also the numerous combines now bemg operated by the
private entrepreneurs We had earler 33 combines for
custom hirmg which bave now been reduced to a fleet
of 14 combines of the same make so as to facilitates their
repaiwrs and mamtenance and although the combines have
outlived their lives efforts have resulted in keepmng all the
combines operational during all the seasons

Bulldozers

The coiporation took up the custom hinng of dozer mamly
for the benefit of farmers who needed to do extensive earth
moving worh and later the work was also extended to
Govt Department/Agencies particularly handling wrigation
and dramage project Almost all the dozers have outhved
therr lives therefore the corporation 1s planning to selec
tively dispose of those dozers which are beyond economucal
repars Imitially three dozers have been identified for
disposal and the corporation has already floated tenders
for the purpose -

1

[1%3



PH

o

§
is

fhe Corperation has 21 surplus tractor operators who are not utiized
for tractors/dozers/combine qperators as the number of these
machines do not match with’the number of operators available
Tt may however bementioned that during periods of intensive
work m the fiecld when mote than single shift operatron s
necessary such asin the case of combine harvesting, some of
the excess tractor operators ate also utilized for short periods
This1s not a permanent solutton therefore the tCorpo
rition has already approtched vartous Govt Departments
and Corpotations n the State who may be able to absoib them
mn theirr Organizations  So fo1 we have notirecerved any demand
for tractor operators from any of these orgamzations In the
meantime we are utthsing the serivees of these excess tractor
operators for sale of inputs such as fertilizers, seeds and pesti-
cides from sale counters 1n the rural areas

During the oral examination the Managing Director of the Company
stated that at present they have 24 Tractors out of which 10 are in working
condition 7 are in repairable condition and 7 are  absolutely out of order
He further staied that in 1983 84 theiwr utilization was 29 62 percent

The Committee deswred to ex»munethe log book of 7 tractors which
are lying umserviceable but the department faded to produce the same No
efforts seem tb have been made by the company tomake these tractors
serviceable  The latest position of sciviceable and unserviceable tractors had
not clearly and exactly been shown to the Committee The Commttee ob
setved that no rugister wns mawt 1ncd to venfy the demands of the farmers

The Committee desne that the exact position of serviceable and un-
seérviceable tractors and therr log books be shown to the Commuttee The
Committee recommentl that expeditious steps should be taken by the Manage-
ment to either putithe sfractors, combimnes and bulldozers In wse by ‘weparung
them or dispose ithem off mstead ofkeepmg hemn adle  The :Commuttee farther
recomniend that ithe Managemert should make concerted efforts cther to
make gamful use wfthe surplus tractor aperators or get them adjusted 1 some
other argamrafions The Conmmittee also recommend that :proper registers
should be mantamed 1n the cenires to record the demands of farmrers for nrng
out those services to them

Paragraph 6 29 06 Fertihzers
6 29 06(0)
9 The details of quantity allocated by Department of Agriculture,

Haryana, ltfted visavis sold during the period from Rab: 1979 80 to
Raby 1981 82 mn respect of urea sfertihzers are given below —

Year Opeming Allscated  'Lifted Sold Balance
balan e
(quantity i tonnes)

1979 80— N 12 432 5070 4,000 1,070
Rabi
Khanf 1070 9 650 1 604 1 000 1,674
1980 81—
Rabr 1674 11 280 6325 4,000 3,999
Khanf 3,999 7,600 4,100 2,525 5,574
1981-82—
Rub: ~ 5,51 24,638~ 6,008 3,356 8,218
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1n Rabs 1981 82 the Company lifted 6 000 tonnes of fertilizers (Urea) in
spite of having an unsold stock of 5 574 tonnes as on 30th June 1981 Agamst
this only 3 356 tonnes could be sold during the season leaving an unsold stoch
of 8 218 tonnes as on 28th February 1982 blocking Rs 1 68 lakhs for 5 months
upto July 1982 and causing a consequentril loss of Rs 6 72 lakhs on account
of interest storage, efc

(1) 3 571 bags(l 785 50 quintnls) of Calcrum Amonium Nitrate fertilizer
(CAN) purchased 1n Febiuaty 1980 for Rs 1 661lakhs were found sub standard
but were returned to the supplier only i April 1981 While returning  the
material was found to be werghing { 63> 55 quintals resulting i a shortage
of 149 95 quntals valuing Rs 0 I> lakh  Neither the fertilizer has been re
placed noi the amount refunded by the suppler so far (February 1983) This
resulted 1 blockade of funds (Rs 1 68 lakhs ) for 29 months and consequential
Joss of nterest

The Company is yet to investigate the reasons for loss m weight

(1) 49 846 tonnes fertilizer (CAN) were received back m Shahabad
Plant from different Farmer Service Centres i July 1976 October 1976 and
November 1976  Out of this 2 330 tonnes were used departmentally up to
May 1982 and a quantity of 47 296 tonnes valuing Rs 0 44 lakh was lymng
undisposed 1n the plant (February 1983) The material has become unfit to be
used as fertilizer There 1s nothing on recoid to indicate the action taken to
dispose of the material

(tv) The Government of India made an upward revision on the sale
prices of various types of fertiizers with effect from 8th June 1980 and the
Company also revised (9th June 1980) the prices accordingly The Company
had also inumated (8th June 1980) the Farmers Service Centres telegraphically
to stop the sale till further orders However 6 centres 11 contravention of the
Company s nswuctions sold 4 223 bags of fertilizers of various types at old
tates aftel 1ssue of the mstructions resulting m a loss of Rs 1 18 lakhs

- -

The Department 1n its written reply stated as under —

(1) Aperusal of the figures given in the Audit Report itself mdicates
that 1n the year 1981-82 (Rabi Season), even though the Corpo
ration was allocated more than 24000 M T of Urea fo1 Iifting by
the Government yet, the Corporation hfted only 6000 M T
after judicious assessment of the market and its ability to sell
this Urea through 1ts own outlets The Corporation had also
to keep m view the Government guidelmes for the sale of ferts
lizer through Government agencies like Hafed & HAIC who
were 1dentified agencies of the Government for the distribution of
fertilizer 1n the State These agencies were also be act as the
buffer stockists of fertilizer so as to be able to prevent exploit
ation of the farmers by private agencies dealing mn fertilizers

In any business organsation decisions are to be taken on the basis

of assessment, carried out from time to ttme  Assuch the liffing

- of only about a quarter quantity of 1ts allocation shows the
cautious nature of the Corporation i this years operations
. Several reasons can be atiributed to the -sudden increase er

~
~

"
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decline 1n the demand of fertilizer n the two seasons every year

Such a busimess decision 15 to be viewed 1n terms of mana gements
assessment of situation at such a time 1t may incidently be
pomted out that the crry over stocks of Urea from 1981 82
amountmg to about 168 lakhs now stand mostly disposed off
through special drive & efforts of the Corporation has also started
procurement and sale of fresh stocks of Uret & other fertilizers

Immediately on detection the sub standard quality of Calcium

Ammonum Nitrate (CAN) supplied by M/s NFL Nangal
the Corporation took up the matter with the suppliers for taking
back the CAN fertilizers and was successful m this endeavour
The CAN fertilizer was received as Numbers of bags but was
taken back by the NFL  on weighment basis It wazs found
that there was 1 shortage of 149 95 Qtls and this amount
stands disputed It is mentroned here that CAN fertihizer 1s
extraordmarily hygroscopic and absorbs moisture from atmos
phere duting the periods of high humidity which occurs dunng
the ramy season Duc to this property of the fertihzer the
Corporation has frequently observed a loss weight of CAN
fertihizer stored with them particularly during the Tainy season
which mav be attributed to the loss in chemical in moisture
cond:tion of this fertilizer

As regards loss of interest as mentioned by the Audit 1t 15 clanfied

The

that the Corporation has retamned an amount equivalent to the
value of CAN fertilizer under dispute 1n its other transactions
with the NF L Hence no loss of terest was suffercd by the
Coiporation on this account This whole matter has been
talen up with NFL and efforts will be made to get 1t sorted
out soon

CAN fertilizer which could not be sold from our FSCs was left
m small quantities with them  Smce this fertilizer 1s susceptible
to detetioration, 1t was thought best to transfer these quantities
of fertilizer to the Fertilizer & Chemicals Plant Shababad to find
out whether 1t could be utilised 1n the manufacture of some other
granulated fertilizers It was however obseived that this
fertihzer was not usable n granulated mixtwies and hence has
remamned m stock with the Corporation Efforts have been
continued to dispose of this fertilizer after getting its price
re fixed based on nutrient contents of this as it has become sub
standard It was alieady found that it was rot usable as agr
cultural fertilizer  Therefore the coiporation approached the
State Goveinment to give us permission for disposing 1t off as
a non agricultural chemical The State Government djrected
the Corporation to obtain this permission fiom the Government
of India which has already been done and then sanction 15 awarted
It may also be mentioned that the quantity involved 1 e 47 294
MT 1squte neghgible in comparison to the total fertilizer
handled by the Corporation Any production unfit/business
organisation would have to cope with such situations 1 normal
operations
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(iv) After recerving imstruction of the revised sale price of fertilizer
from the Government of India the Coiporation took immediate
action 1 intimatmg the same to their out lets (Farmers Service
Centres) from,where the fertilizers were bemg sold to the farmers
The mstructions were 1ssued thiough telegrams

It was suspected by the Corporation management that m six Farmer
Service Centres the sale of fertihzer could have occurred at old
rates which were low and shovn n back date The concerned
employees were immediately suspended and investigabons were
started  Out of the six cases enquities have been concluded 1n
four centres where fault of any employee could not be establish
ed conclusively However they were warned to be careful
watching such communcations in future  The remaming two
cases are still under process and are eapected to be finalised
shortly

Durng the oral exammation the representative of the Depaitment stated
that there are always fluctuations m trade and the purchases are made keeping
that n wew  Secondly the fertilizer 1s liftediby bags and not by weight and
sometimes: the bags are torn It was also stated that some fertilizer was
found sub standard but later on 1t was tested by the chemist who stated that it
was fit for use It was further stated by the repiesentative that when the price
of the fertilizer was 1ncreased they sent telegiams to the centres for selling 1t
on the rates mentioned

The Commuttee recommend that efforts should be made to sell the fertilizer
and the stocks should not be allowed to accumulate resulting 1 blockade of
scarce funds of the company Further the bags of fertihizer must be checked
thoroughly at the time of purci ase and these may also be weighed

The Committee desire that the report of the chermst i  winch he had
stated that the fertihzer 1s fit for use be supphed to the Commuttee

The Commuttee recommcnd that responsibihity of the officizls be fixed
for the sale of fertihzer at the old rates in spute of telegraphic information for
effectmg sales at 1evised rates and recovery shounld be made fiom them and a
case 1 this regard be registered immediately and a report submutted to the Com-
miftee

Paragiraph 6 29 Q7 Seeds

10 Tn case of gram seed durmg 1979 80 and 1981 82 and 1n the case of
wheat 1n 1981 82 the Company hifted mordingiuly low quantities as compaied
to allocated quantities- as grem below —

Year Varety Quantity  Quantity
allacated  fifted

(In Quintals)
1979 8Q Gram seed 1750 870 16

1981 82 Gram seed 2751 1250 00
1981 82 Wheat 5720 4,579 60

a4}
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At the end of crop season of 1980 81 the Company had 1544 06
qumtals of paddy (62 10 quintals), wheat (1 449 60 quntals) and pulses
seeds (32 36 'quintals) which were sent to sced certification agency for
revalidation Out of these 537 44 quintals of seeds were not certified by
the certification agency as rejections due to loss of germmation Of
these 484 32 quintals of seeds valuing Rs 1 02 lakhs were auclioned
for Rs 0 73 lakh resulting malossof Rs 0 29 lakh The balance 53 12
quintals (Value Rs 0 16lakh) were transferred to Cattle Feed Plant, Jind for
Rs 0 06 lakh resultmg m further loss of Rs 0 10 lakh

Ir the written reply the Department stated that the Corporation is
distributing seeds to the farmers through its several sale outlets It
has not been practically possible to dispose of the total quantity of seed
available at the sale centres as 1t 1s not possible to estimate the excact
requirement 1n that area hence some quantity of seed may be left over 1n
some varieties  The left over seed cannot be sold before the next sowing season
As such 1t has to be kept n storage for almost a year during which period
some seed 15 liable to lose 1ts quality and thus render the total quantity
unfit as seed by the Sced Certification Agency as the viability 15 based on the
peicentage of germmation and when this goes below the certam Irmit the
whole quantity 1s rejected for seed purposes The rejected seed 1S
to be disposed of as an ordmary gramn which 1s always cheaper than the
seeds The Corporation 1s now aware of this problem and s careful 1
assessing its requirement of sceds from various centres so as to minimise
loss from carry over seeds

The Committee observe that the Company lifud much less quantity of
seed than allocated to 1t But even than the Company was not able to sell the
hfted quantity of seed through its centres resulting 1n loss of Rs 0 39 lakhs

The Commuttee recommend that proper plannmng should be made and
effective control exercised by the Management regarding the purchase and sale
of seeds to avord losses m future  The Comrutiee further recommend that the
Management should take measures to improyve sales of seeds through the centres
of the Company

Paragraph 6 29 08 Sale of nactors
6 29 08 (1)

11 The purchase vis a vis sale of tractors during the three years ended
June 1980 1s tabulated below —

Year Opening Pui cliases Sales  Closimg
balance balance

(Numbers)
1977 78 20 229 296 16+
1978 79 14+ 335 338 1t
1979 80 11 122 84 49
1980 81 49 58 97 10

* The difference of 2 tractors in the closing balance of 1977 78 and opening
balance of 1978 79 has not been reconciled by the Company (July 1982)
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The Companv stated (June 1977) that 1t was sole distributor 1n the State
upto 1975 76 fo1 sale of tractors manufactured by the Hindustan Machine
Tools Linuted (HMT) and thereaf er private dealers weie also appointed as
distributors by HMT and thus this explained why the purchases and sales
performances decreased durmg 1979 30

20

The management however observed (Apill 1982) that no orgamsed
efforts were being made by the units of the Company to promote sale of tractors

Out of the tractors purchased during 1978 79 3 tractors (value Rs
I 38 takhs) have been lying with Rohtsk Palwal and Hissar centres The
model of these tractors was reported by the Management 1n September 1981
to be obsolete and though the Company had offered discount, none of the
tractors could be sold upto Movembe:r 1982

(1) To meet the demand of the farmers for 54 tractors already registered
with the Company which was mcluded in the <ales target of the ensuring year
a firm order for supply of 100 (Zetor 5711) imported tractors n March/April
1978 was placed on HMT mn February 1978 The Company was to get a
commisston of Rs 2000 on the sale of each tractor However the HMT
agreed to supply only 50 tractors during March/April 1978 provided the Com
any opeuned a letter of credit covering the cost thereof (Rs 30 251akhs) The
Company instead of openng leiter of credit as demanded opened a revolving
letter of credit of Rs 5 lakhs valid upto 30th March 1978 (extended upto 30th
June 1978) The HMT did not agree to this proposal and msisted (March
1978) on opening a fresh letter of credit covering cost of all the 50 tractors or
to make payment through demand draft by 23rd March 1978 HMT also
made 1t clear that in the event of payment not being recerved, the tractors
would be diverted to other 1gencies

As the Company failed to comply with the terms and conditions stipulated
by HMT only 8 tractors were supplied for which the revolving letter of credit
was opened by the Company and the remaining tractors were diverted to other
agencies Y more tractors were supplied to parties already registered with the
Company out of purchase made in September 1978  Faiiure to open a letter
of credit as desired by HMT had thus deprived the Company of earning a
commission of Rs 0 66 takh on 33 tractors

(1) The Company had 127 tractors of different makes durmg 1975 76
for custom uring work  The functioning of custom hirmg acti 1ty was reviewed
by the management in J'nuz-y 1976 2nd it was obscrved that the tractors {except
Byelarus tractois) were not giving good results and may be grounded/sold
Out of these 58 tractors were sold (Rs 12 66 Jakhs) to entrepreneurs 5 to 8
State Government undertaking (Rs 1 48 lakhs) and 17 by public auction
(Rs 1 70 lakhs) during the period April 1976—June 1976

Quota 1ns were mvited four times during the pertod from May 1976 1o
Apnl 1980 for disposal of 23 tractors which had been grounded n 197576 The
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followmg rates were quoted for these tractors by vanous firms '

Make Numbcy Boek valie In
of
Tractor April Jume Aprdd
1976 1976 1980

(In rupees)

U 500 1 970 No bid 10,0006
David Brown 4 34 368 33 000 21,000
L 650 18 31,115 18,000 to 10 000
20,000 (16 tractors)
16 100
(I tractor)
13 000
(1 tractor)

Sixteen U 6350 tractors were sold for Rs 10 000 each April 1980 as
agamst the offer of Rs 18 000 to Rs 20,000 each tractor received m June 1976
resultmg in a loss of Rs 1 28 lakhs as with the Is pse of time the condition of
the tractors deteriorated further Reasons for which the offers recerved m
June 1976 were not accepted were not on record The remaimnmg 7 tractors
were lying unsold with the Company (December 1982)

In its written reply the Department stated as under —

(1) The difference of two tractors in the closing and opening balance
of 1977-78 and 1978 79 respectively 1s bemng looked intoc Tevrt
attvely, it 1s adjudged that in the year 1977 78 the purchase of
17 tractors and sale of 19 tractors has been omitted and thereforet
does not seem to have been taken into account

With regard to the distribution of HMT tractors by the Corporation
after appoimtment of private dealers by M/s HMT it 15 obvious
that the increased number of sale points of HMT tractors by the
prvate dealers would adversely affect the sale through the corpns
outlets Whereas the private dealers resort to various sales
techniques the Corporation has also made therr best efforts for
sale of these tractors through their Farmers Service Centres by
providing centive in the shape of free accessories alongwith
8 tractor such as hood draw bar and rear etc and Local
publicity through distribution of hand bills and personal contract
with the farmers 13 also a regular feature for promotion of sale
of tractors

In the year, 1978 79 the Corporation was left with three unsold
tractors m their Farmer Service Centres because of extra stockmng
of tractors which at that time was thought NECessary 1n view

of the short supply of tractors However the position eased
considerably and the tractors became freely available with our
Centres as well as with the detlers The farmers obviously
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chose the most recently manufactured trdctors and mspité ot
the Corporation s best efforts these tractors were allotted to our
Farmers Service Centres which did not have small Horse power
tractors for transportation of fertihizers seeds and rctalhc
grain storage bins etc  to the sale centres m the interior as
was being done by other Farmer Service Centres having small
tractors for this purpose Therefore the three tractors are
bemng put to good use by the HAIC itself

At the tyme when 1mported tractors booking was mitiated by the
HMT the HAIC asked 1ts field agencies to obtain firm book

ing from the private farmers and mtimate to the Headqunrters

About 54 tractors booking was recetved by the HAIC and keeping
m view the good response, the management of the HAIC felt that
it may be 1n a position to sell about 100 tractois thereby making
good profit Negotiations were held with the HMT about the
payment terms At a particular stage 1t was felt by the
management that the payment could be made for 50 tractors in
the mitial stages and then for another 50 tractors subsequently

However keeping m_view the heavy financial implications n

volved the management decided to utihise its existing faciity
with the HMT of a revolving letter of credit for tractors This
was also done to ensure that surplus tractors are not left with
the Corporation as stock which 1s not sold It may farther be
pomted out that under the scheme during the year 1978 78
tractors were sold  As such 1f 100 tractors had been purchased
1t 1s possible that the Corporation may have been stuck with
about 22 tractors as unsold

As already pointed out by the audit, the Corporation mwited
quotations four times durng the period from May 1976 to April

1980 for the disposal of 23 tractors which have been grounded
i 197576 In the quotations received i June 76 the prices
quoted were lower than the book value of the tractors There

fore the tractors were not disposed of at the highest quoted
rates 1n the hope of attracting better rates later on _Contrary
to the expectations of the Corporation 1t was noticed that the
choice of the farmers had in the meantime shifted 1 favour
of easily available ndigenous new tractors of various makes

This choice of the farmers was also due to the easy availability
of the spare parts of mdigenous tractors 1 companson to those
of imported tractors which we were trymg to dispose off Itwas
therefore decided in April 1980 to dispose off 17 nos  tractors
which we thought to have fetched a reasonable price keepmg
in view the condition of the tractors at that tume

Out of the seven remaining tractors ome U 650 tractor has been

brought mto use by the Agro Aviation Wing of the Corporation
for transportation The tenders for the balance six tractors
(four David Brown and two U 650) were agam nvited and
opened 1n Jan 1983 but were able to attract quotations much
below the reserve price fixed then Efforts for the disposal of
these tractors at reasonable price will be contwued by the Corpo

ration ,
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‘The Commuttee are not satisfied with the reply of the Department
that 1f the Company bad purchased all the 100 tractors from HMT 1t would not
have been in a position to sell all of them asthe Company was in selling
business of tractors and it would not have been difficult for 1t to sell these
tractors

The Commuttee recommend that the reasons for not purchasing all fhe
100 tractors from HMT which deprived the Company the comaussion earmmg of
Rs 0 66 lakh should be emqured into and responsibility fixed and a report sub
mitted to the Commuttee

The Commitiee also recommend that the responsibility for the loss of
Rs 1 28 lakhs saffered by the Company in tae disposal of tractors should be fixed
and a report submitted to the Committee

The Commuttee desire that the Management should take effective steps
to dispose of the remammg surplus tractors at the earhest to avowd blockade of
funds

Paragraph 6 29 09  Manufacture of Agiicultural implenients

12 The workshop 1in Nilokher: which wis attending to assembly of
tractors smce 1968 was converted to manafactire agriculturil implements
consequent on the transfer (August 1973) of the work of assembly of tractors
to HMT As on 30th June 1976 capital mvestment 1n the workshop was Rs
7 84 lakhs No production plan 1> drawn by the workshop and no production
targets are fixed Production of implements ss undertaken on receipt of orders
To meet the requirements the Company 1lso purchases agricultural implements
from outside

The table below indicates the agricultural implements produced, pur
chased and sold during the three years up to 1979-80 —

Yaar Opeming  Purchases Production Total  Sales Closing
balance balance

- (Rupees m lakhs)

1977 78 8 65 2 45 6 82 17 92 12 50 8 76
1978 719 8 176 1 90 500 15 66 12 38 7 48
1979 80 7 43 6 47 13 95 11 77 5 40

In its written reply, the Department stated that the Agro Engineering
Workshop at Nilokher is outfitted with the machme tools suitable for the
fabrication of steel equipment and has therefore been used for the purpose
of manufacturing fabricated agricultural implements both tractor and bullock
drawn and other equipment required by the Agriculture Department Forest
Department and Anima! Husbandry Department such as traiers tankers
cattle crush msemination crates and agricultural implements of various types

Some of the important agricultural implements are tractor mounted/
t to- tratded off set disc harrows of various sizes ngd tyned/spring
load: d cu ltvatorsftitlers of various sizes levellers to suit various tractors,
u nsport bore for traciors cagewne=l for Zetor Tractors, tiactor drawn
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trailers/tankers of various sizes and types etc The Corporation m keepmg
with the directions of the Government of India has also taken up the develop
ment and manufacture of selected bullock drawn and band operated 1m
proved implements for use in the dry land areas

All the equipment produced at the Agro Engmneermng Workshop
Nilokher: 1s made out of the standard raw materral and conforms to laid down
specifications so as to mamtam high quality standards  Therefore 1t becomes
difficult to compete 1n the local market with small fabricators In any case,
the Corporation does not mtend to come i competition with the small fab
ncators  Hence they manufacture their equipment agamst orders out of the
necessary to avoid stocking of unsold 'mate 1al  In some instances the
workshop has reccived orders for items other than those manufactured here
Insuchcases the Corporation hasno alternative but to procure quality materril
from the market and make the necessaiy supplies in order to mawmntan
proper relationship with the clients Tt 1salso pointed out that several sub
assemblies and parts for which the workshop 1s not equipped to manufacture
are also obtamed from the marhet to complete the equipment under manuftc
ture by the Workshop

Several bought out items such as hubs rims tyres tubes bearmgs
transmission beltings etc  have also to be purchased fiom their respective
manufacturers i order to make up the complete equipment as necessary

To make sure that we are not left with any surplus matenal whuch could
not be disposed off the production plant i1s not drawn out and we execute
production only on the basis of specific orders

During the oral examination the representative of the department stated
that neither production plans are prepared nor targets fixed He further stated
that the workshop prepares the material for the Government agencies as they
get the orders fromthem At present they are prepanng the accountsand there
after they will be able to say whether this workshop is earning profit
or suffering a loss

The Commuttec desire that the accountis be prepared mmmediately and the
profit earned or loss suffered by the workshop be ntimated to the Committee
The Committee further recommend that for the efficient functiommg of the
workshop, production plans be prepared and targets should be fixed

Paragraph 6 29 10 Repair Workshop
629 10 (1)

13 A test check of 4 centres revealed that the workshop services were
runnmg 1m loss as under —

Expenditure melud Income Profit (4} Loss(—)
g salary and
wages
Unit
1978 1979 1980 1978 1979 1980 1978 1979 1980
7 80 81 9 80 81 79 30 31
(Rupees 1in lakhs)
Palwal 010 020 020 002 (—)010 (—)020 (018
Gurgacn 028 028 028 002 001 (—)026 (—)028 (—)027
Rohtak 026 025 024 001 (=025 (—)025 (—)024

Hissar 005 003 004 007 003 001 (+)003 (—)0 03

ry
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The management stated (June 1982) that efforts were bemng made to
bring the workshops on more sound footmg No specific action #aken how
ever came to notice

(1) The State Government decided (June 1974) to transfer to the
Company 24 common facility workshops being run by Industries Department
with bullding and plant and machinery valued Rs 6 62 lakhs free of cost
subject to the stipulation that these would remain the property of the State
Government and expenditure on the running would be borne by the Company
The staff working m the workshops were to be absorbed by the Company
Accordingly the Company took over for management 21 workshops (excluding
3 which were Leather Tanning units) during the penod from July 1976 fo
November 1976  None of the workshops was put to use after their
management was taken over -

The Company incuried an expenditure of Rs 13 46 lakhs fiom July
1976 to June 1981 on <alary to the staff of common facility workshops

Since the 1unning of these workshops was not profitable the Company
took up (January 1978) the matter with the Industries Department for taking
bach these units Wo decision has been taken so far (November 1982)

The Department in its written reply stated as under —

(1) Management has taken steps from current year to increase the
utilization of tractor repair workshops by orgamising  Free Service
Camps atthe FSCs forscivicing and mmor repairs of tractors
and tramning the farmers m the camp for proper mantenance
and operation of tractors Three such camps have already been
orgamsed at Karnal Nilokher1 and Gurgaon the response
was encouraging

A scheme has also been mtroduced for the annual contract of tractor
repair/servicing  at a nominal rate of Rs 300/ per tractor It
will also help the Corporation in increasing the sale of genuine
spare parts

(u) The Common Facilities worhshops were not running well with
the Industiies Department/Development Department at the time
these were transferied to HAIC 1In the vyear 1976 ‘The
Corporation 1s however trymmg to make the best use of 3l
employees transferred with Common Faciity Workshops by
traming them to manage the activities being handled by the Corpo
ration We have started using three of the buildings located a
Narsmgarh Gohana and Atelr for Fabrication of Meltalic
Grain storage bins animal driven  carts and sale of agricultural
inputs  Even though a letter has been written to the Industries
Department to take back these Common Facility Workshops
yet it 1s doubtful if they will do so since it 1s understood that
their scheme for 1unning such workshops 15 no longer n
existence

Durmg the oral examinrtion the Managing Director of the Company
stated that there are 21 workshops 1n which 31 persons aie employed but they
have no work to do -
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The Commuttee observe with concern that the workshops were kept un-
utthsed and persons employed for tlese were kept rdle resulting m nfructuous
expenditure on thewr wages

The Committee recommend that cffective steps be taken and plans should
be formulated by the management to put these workshops in use so that the
services of the persons employed are agam fully uithsed  The Commuttee also
recommend that concerted efforts shovld be made by the management to make
the workshop activity profitable by diversifymng the activities and functions of
the workshops for meeting the requirenzents of farmers as per 1ccommendations
made by the Committee under para 629 04 of tius Report

Paragiaph 6 29 11 N P K Fertilizer Plaut Shahabad

6 29 11{a)

14 The Company set up (March 1975) a plant for granulating
fertilzers with di ammonium  phosphate  urea potash bentonmite etc
with an mstalled capacity of 50 000 tonnes annually (in three hifts) at a cost
of Rs 3593 Inkhs The plant was tiansferred on lease bcs s valid for 7 years to
Haryana State Co operative Supply and Marketing Federation Limuted
(HAFED) 1 January 1977 which had also setupa similar plant with a view
to avord unhealthy competition but due to uneconomical proposition
the lease was foreclosed and the plant was taken back by the Company
m April 1978 The table below indicates the mstalled capacity vis a vis
production for the years 1977 78 to 1981 82 —

Year Capacity Production Sales Closing Percentage
balance of capacity
utilisation

(In tonnes)

1977 78 12 500 331 314 73 26
(May to

June 1978)

1978 79 50 000 7133 078 2128 14 3
1979 80 50 000 5798 € 571 1355 11 6
1980 81 50 000 5589 6772 172 11 2
1981 82 45000 4871 4 358 685 10 6
(Upto May

1982)

The Company had not fixed any apnual targets for production
Capacity utilization of the plant however ranged between 2 6 per cent
and 14 3 per cent in these years but labour required for filling weighmg
and other operations was eneaged on contract basis as requred  The
plant was to run for 300 days ina year asper project report, but it actuallv
operated for 119 days 12 1978 79 100 davs 1n 1979 80 and 74 days m 1980
81 The under utilisation was seen to be due to lack of populirity and

5%

"
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demand for the produet Efforts made by the Management to popularise
the utiity of the product and to increase the sales were not on record It
was also seen that the Project was set up without assessmg demand from
agriculturists and customer preference for the product

(6) The selling prices of NP K fertiizer vary with the variation 1n
the price of a raw materials such as urea potash ~dit ammommum  phos
phate dolomite ezc Fixed expenses 1ncluding mterest charges and
establishment expenses aie included n the cost estimates keepmg 1n View
the full capactty of the plant for fixation of selling prices

A comparison 1n audit however, revealed that interest charges and
establishment expenses as provided 1n the cost estimates of NPK 12 32 16
fertihzer prepared 1n July 1981 were much lower vis a vis actual expenditure
as per details given below —

Item Amount Actual
mcluded m  eéxpenditure
cost (Base

estimate 1980 81)

(Rupees per tonne)
Interest 71 66 213
‘Establishment expenses 33 40 139

{¢c) Storage facility

() Upto 1974 75 the fertilizer plant had two storage godowns
having capacity of 2000 fonnes each One godown was added m 1975
76 ‘with a capacity of 1000 tonnes The construction of two new god
owns having capacity of 2000 tonnes each for stormg fertilizers was
started by the HAFED durmng the period January 1977 to Apnl 1978
when the plant was with HAFED and completed 1 December 1978
(cost Rs 9 22 lakhs)

The first two godowns attached to the plant started leaking in
the very first ramny season (1e July 1975) An enqury conducted by
the Executive Engineer revealed that the main causes of Ieakage of
roof were defects 1n design getting the work done hurriedly from cer
tain agencies defective hoisting of trusses mnferior sheeting work and
lack of proper supervision The case was also referred to the Vigilance
Department who reported (December 1977) that major cause of leakage
was defects 1m design No action was taken by the Company on the
report

The godowns were repaued (January 1980) at a cost of Rs 0 70
lakh but the leakage contmued as according to management, the bitu
men had melted out and the repairs done were useless and wasteful

() The two godowns constructed 1 December 1978 were pro
posed (March 1979) to be rented out to Food Corporation of India/
Haryana Warehousing Corporation at a rent of Rs 8,000 per month
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s the space was surplus becouse of low production m the plant, but,
these were not rented out because the General Manager reported (January
1979) that production of fertilizers was propo ed to be increased neces
siating full usage of godown space Production did not however 1n
crease and therefore  the godowns remamed unutilised subsequently
Thus the Company is suffering a loss of Rs 0 96 Ilakh per annum

due to non rentmg of podowns (Rs 3 60 lakhs from March 1979 to
December 1982) The godowns remamned Iirgely unutilised

23

(u1) An order for the purchese of a weigh bridge of 20 tonnes
capacity was placed m January 1975 for Shehabad Plant for Rs 095
lakh and 1t was received 1n October 1976 The work of construction
of foundation for istallation of the weigh bridge was got completed
m December 1979 only After getting the weigh bridge mstalled fiom
the supplier, the same was put to use 1n August 1981 and up to May
1982 only 54 trucks were weighed  Since the plant mostly recerves
standard moteral i bags and sells begged metenal the investment on
the weigh bridge cannot be justified particularly when weigh bridge faci
lities are available outside at nominal rates The plant has spent
Rs 115 lakhs on the purchase and installation of the weigh biidge
without assessing properly the need for its nstallation

In its written reply, the Department stated as under —

‘(@) The Fertiizers & Chemicals Plant, Shahabad was set up
~- by~the Corporation n pursuance of the Govt of India
policy to provide balanced fertihzer to the farmers and
substitute the imports by mdigenous gronulated mixture
plants

It may be explamned that the NPK fertilizers and primanly
used 2s basal doze which s apphed at the time of sowing
of crops Hence 2 mam pertods for the application of
the fertilizer 1 the field are during Khanif and Rab: sowing
seasons during which 1t 15 ysed mamly for paddy and
wheet crops respectively In the case of paddy the appli-
cation of NPK fertilizer is limited due to avalability of
cheaper substitutes of streight  fertilizers  Therefore, the
mamm period of applicationfsale of fertilizer 1s limited to
sowmg season of Rebi crop from mud October to md
December Inability of NPK granulated fertihzer of the
plrut at Shahaobad to observe nterest element for over a
couple of months in nvestments for rew materials/finished
products restricts 1ts production to be sprezd  throughout
the yeor It 1s not possible to fix annual  tfargets for
produciion smce production target 1s to match with what
c2n be marketed Keeping 1 view the grent demand for
1IFFCO product HAIC 15 cautious in ifs production schedule
to meke suie that 1t produces only that much quantty
which ¢n be easily marketed

NPs fertthzer from the Shahabad Plant comes 1n competition
on mezinly with that produced by M/s IFFCO IFFCO
NPK fertilizer which atirects various Govt subsidies, facility

~ of distribution through FECA allocation through -out the

L))



<)

~29

yedr, price retention fertiizers by the Govt of India ete,
place 1t 1n much more advantageous position and the policies
sale and distribution of Shahabad NPK fertibzer has to
be based-~with reference to that of M/s IFFCO A large
take over of market share by IFFCO has also adversely
affected sale of Companys products

The recommepdation for various grades of granulated NPK

®)

@

No

mixture are made by Agriculture Department who 15 alse
an agency to undertake extension of improved agricultural
practices inciuding the use of right ferttizer The pioduc
tion at Shababad Plant 1s limited to the grades notified
by the Govt However Limited publicity through various
media 15 also undertaken by the plant due to  which
HAMAMRIT brand of fertilizers have gamed popularity
m selected pockets of the State -

The sale price of the NPK 12 32 16 which 15 the
mam product of plant 1s being fixed by Govt of India
thioughout the country and for remaming -grades, sale
price 1s influenced by the rates of other competitors who
are granulating fertiizer of similar grades The cost est1
mates are therefore bemng prepared on the generally ac
cepted commercial principle 1e all the variable expenses plus
proportionate fixed over heads The left out fixed over
heads are taken care of by the profit derived from the
production B

The case was referred” to the Vigilance Department who
reported that major cause of leakage was the defect m
design It appears™ that action” agamst arring officers/officials
for defective design/construction remamed over looked on
receipt of Vigilance Report but action to stop leakage was
mitiated The file has now been Jlocated and necessary
action 1s being mitiated

doubt that n the inter office correspondence GM had
suggested the use of godowns for own use but the Corpo-
ration had been making efforts to rent out the godown to
FCI The efforts to rent out the godown were continued
but due to sufficient storage capacity availlable with FCI
m Shahabad FCI was not iterested Besides”an arrange
ment was also entered with M/s Liberty Fertihzer & Pesti
cides Udaipur (Rajasthan) for custom gianulition of their
SSP which would have fully utithzed the godown space
However 1t did not materialise due to certain restrictions
under fertilizer control order Now one part of the godown
having capacity of 2000 tonnes has been~ iented out 1o
the Warehousing Corporation 1 November 1983 and efforts
are bemng made to 1ent out the remammmg portion also
At present second part of the godown has been rented
out on tonnage basis to Cooperative Sugar Mills Shahabad

It 1s not necessary that raw maferial 1s always available g

standard weight Besides soap ston€ etc -for pesticides
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_ plant 18 not received m packing For weighment of all
such material as also to prevent puferage weighment 1s
must Weigh bridge 1s a basic requirement for such fac
fories Besides from this  year, custom weighing  has
also been staited However, 1f 1s true that there was delay
mm installation of the weigh bridge due to transfer and
refransfer of the plant to HAFED and back and m pro
cessmg of this case

Durmg the course of oral exammation, the Managmmg Director
of the Company stated that the mumum utilisation of wmstalled capacity
of the plant was 5 per cent and the maximum 14 per cent He further
stated that the mam constraint 1 1ncreasmg production was mon aval
labihty of funds and that the Ioan liability of the Company was to
the tune of Rs 8 crores mcluding Rs 2 crores on account of interest

The Committee feel that the operation of the plant could not
become viable mamly on account of meagre production and lack of

offecctive sales drive to market the product for which the management
cannot be absolved of responsibility

The Commttee rccommend that the workmg of the NPK Fert
hizer plant should be mvestigated by the Government and responsibihity
for the acts of Omissi0ns/commissions, nusmanagement, wastages efc
should be fixed and a report submitted to the Commuttee

The Committee further recommend that the Government should
get examuned the economic viability of the plant and devise ways and
means including financial help to make 1t profitable inter ahia by impro-
ving production, sales, managenal control and by reducing  overhead
eXpenses, wastages ete

The Commttee are pamed to observe that despite  wvigtlance
report m December 1977 that the a major cause of leakage of roof
of godowns was defective design no action was taken by the manage
ment to book the guity officrals The Commuittee feel that thus a clear
case of negligence and mismanagement with the resnlt that the godowns
could not be put to gamful use and further expenditure of Rs 0 70
lakh on their’ repairs proved wasteful -

The Committee recommend that the entire matter should be in-
vestigated, responsibility fixed and action takenm agamst the guilty officials
and a report submufted to the Comnuttee

The Committee observe that the two godowns constructed 1n
December, 1978 were not rented out to Food Corporation of India
and were kept unutilised resulting in loss of revenue to the Company

The Committee recommend that the matter shonld fze mvestigated
by the Management and Tesponsibihty fixed for the loss saffered by the
Company and a report submitted to the Commttee

The Committee observe that funds to the extent of Rs 1 15
lakhs were blocked 1n the weigh bridge without assessing properly the
need for its mstallation

The Commttee recommend that the reasons for the purchase
of weigh bridge should be enquired nto and respomsibility fixed for the
lapse and a report submitted to the Committee

-
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The Commuttee further recommend that the Management should
put the weigh bridge to gamful use imncluding custom hwg faling which
possibility of its disposal at competitive price be ecxplored

Paragraph 6 29 12 Insecticides and pesticides plant, Shahabad
6 29 12(a)

15 The pesticides and 1nsecticides plant set up at Shahabad
m 1976 77 at a cost of Rs 14 lakhs with an mstalled capacity of
4000 tonnes of BHC 10% and 50000 litres of Malathion 509 per
annum commenced production during 1977 78 The Company had nat
fixed any annval targets for production The performance of the plant
for the four years ended 1981 82 1s tabulated below —

Installed capacity Actual pioduction Petcentage of pio
duction to wstalled
capacity

Year

BHC Malathhon B HC Malathon BHC Malatlwon

10% 10% 10%;

Tonnes Litres Tonnes Litres
1978-79 4 000 50000 151 550 1674 378 334
1979-80 4 000 50000 366 900 Nl 9 17 N
1980-81 4 000 50 000 289 000 4 000 72 8 0
1981-82 4 000 50000 494 000 3,075 12 4 67

Capacity utihsation of the plants ranged between 3 8 per cent
and 12 4 per cent and up to 8 per cent respectively in the case of
the two plants durmg the four yeais up to 1981 82 The under utilisation
of the plant was attributed to lack of demand for the products

(b) Duimg 1980 81 the Company purchased 331 769 tomnes of
soapstone powder (value Rs 0 52 lakh) required for the production
of BHC 109 at rates rangmng between 150 to 185 per tonne though
sbapstone which was available at cheaper rates had the same utility
During the same period, soapstone lump was avallable at the rate of
Rs 55 per tonne (plus sales tax at 4 per censt) The Company mcurred
an extra expenditure of Rs 0 34 Inkh in the purchase of soapstone

powder imnstead of lump Reasons for purchase of soapstone powder
were not on record

(¢} The particulirs of production wis a vis, sale of malathyon for
the four years ended 198182 were as follows ~

Year Openmg  Produc Consump Tiansfer  Sales  Closmg
balance  tion trion for - balance
ieproces
sing
(In litres)
1978-79 3,494 1674 — 113 2 5,053
1979-80 5053 20 — 9 10 5,054
1980-81 5054 4 000 3723 —_ 5,331

1981-82 5331 3075 1359 _ 32 2524 449
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As theie was no sale during the period 197879 to 1980 81 the

ompany reprocessed considerable quantitn of matenal duung 1980 81

but this material also could not be sold Agun during 1981 82 there

was reprocessing of old matenal m addition to fresh production but

only a part of toe matenal could oe sold The production/ieprocessing

without obtaining confirmed order iesulted m accumulation of stock
valued Rs 1 18 lakhs as on 30th June 1982

The department sn 1ts wrtten reply slated that 1n order to 1mprove
the capacity utihization of the plant the position was analysed and
was placed before the Board ot Directors on 19983 and 3012 83
Besides Financral Commuwsioner & Secretary Agriculture has  also
reviewed the situition so as to cooirdinate the activitics with the Agn
culture Department for bringing about improvement 1n the working
of the plant Piroduction of other chemicals 1s also bemng taken up m
consultation with the Agriculture Department Information regaiding
total purchases of sarious types of pesticides/insecticides required in
various gepartments 1s bemng collected and 1n cise some balancmg
equipment addition 1s necessary to take up the supplies the same will
be arranged Steps are also bemng taken to get the plant declared as
Approved Source for supply of pesticides etc

There was a bulk order of \600 mt of BHC 10% DP wlich
was to be supphed within a month to the Agriculture Department
The soapstone 1s the mamn 1imngridient which constitutes 90% of the
total weight of the DP The soapstone 1s avalable mm the form of
lumps & powder form In case of Jumps 1t 1s to be grinded and then
used Smimce time was limited and 1t was necessary to adhere to the
supply schedule therefore 1t was necessary to purchase soapstone 1n
powdered form to comply with the order The reasons fof purchase
of soapstone powder are on the record of the plant

Production was carried out on the basis of anticipated demand
of the agriculture department for aeria]l spraymg but order did not
matetsahse due fo change of the chemical for the use in aeral spray
by the Agriculture Department The stock had to be reprocessed as
acidity incieased otherwise 1t would have corroded the contamers Notice
mviting tenders were also advertised thicugh newspapers for disposal
of the stocks of Malathion but no response In 1981 we got orders
for supply of Malathion to the Agricultme Department Haryana Part
supplies weie effected by reprocessing the old stock but due to unwill
wmgness of the Agriculture Department for accepting old stock full
quantity could not be supplied The matter has been taken up with
the Kuruokshetra University for investigation and suggesting whether
economic recovery of re useable ingridients is possible Explanation of
the GM was also asked for which has been received and 1s under
examination

During the oial exammation the Managing Director of the Com
pany stated that the malathron was declared as unfit by the Agricunlture
Department, secondly 1t was very old Further the malathion manufac
tured by the Company was defective and on this account thewr licence
for manufacturing the malathion 1s lymng suspended smnce 1982 He
also stated that the malathion stock had been sold in May 1986 to
pitvate factories aad they would Lft 1t m June, 1986, -
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The Maneging Ditector further stated that the services of the
surplus staff had been utilised for other purposes

The Comnuttee feel that the malathion had become unfit for use dge
to negligence of the plant authorities and recommend that responsibdity should
be fixed tor the lapse The Commttec desire that the quantity of malathion
Iifted by the private factonies, profit/loss on this sale and quantity still
Iymg unsold with the Company should be intrmated to the Commuttee

The Comuuttee disire to hnow the reasons for not getting restored
the licence to manufacture malathion smnce 1982 which resulted m closure
of the plant for all these years

The Commuttec 1ecommend that the Management should devise ways
and means either to restart the plant or dispose 1t of and put its staff to
some gamful employment

The Committee recommend that the workmg of the Insecticides
ad Pesticides Plant should be mvestigated by the Government and res
ponstbihity for the various acts of omissions/comnussions, mismanagement,
wastages etc should be fixed and a report submitted to the Commttee

The Commrttee further recommend that the Government should
get exammed the cconomuc viabiity of the plant and devise ways and
means to make 1t profitable inter ahia by mprovin, production, sales,
managerial control and by reducing over head expenses, wastages etc

Paragraph 6 29 13 Food and Frun processmg Plant Murthal
6 29 13()

16 The plant with the rated capacity to produce 3 lakh botiles
of beverages per month (mango, pmeapple and orange) on single shift
basis set up at ~ cost of Rs 36 80 lakhs went into commercial pro
duction, with effect from May 1975 Agsmst the annunl rated capacity
of 36 Inkh bottles, the actual production was as under —

Yeai Actual Percentage

Production  of

(i lakhs utthsation

of bottles)  to rated

capaciv

197576 917 26
1976-77 11 70 32
1977-78 22 96 64
1978-79 7 07 20
1979-80 384 11

1980-81 312 - 9
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The Company had not fixed annual targets of production It
would appear from above that the percentage of utibsation which rose
to 64 1 1977 78 dropped to 9 m 198081 The decrease in production
may be attributed to lack of demand of pioduct There was nothing
on record to substantiate that the Management had assessed the demand
before taking up these projects

34

In order to make the plant economically viable production of
canned items such as mango jmce mango pulp erc  was started (July
1976) The plant was transferred to HSIDC m Apri 1977 on sale
basis as per the decision of the State Government and 1t was re tians
ferred to the Company 1n April 1978 as there was difference of opuuon
m regard to the terms and conditions of sale During this pertod the
gla.nt suffered a loss of Rs 17 46 lakhs (unaudited figures) which has

cen treated as loss of the Company

In the year 1979 a Masala Plant was also added to produce
various spices for domestic consumption In this year further diver
sification was also done by mtroducing items such as vegetable 12 brine
frmt cocktaill saison ka saag etc to buld up export market No
orders were however, anticipated or booked from foreign buyers before
taking up the products The year wise production turnover and loss
sustamed by the plant smce mception to 1980 81 are given below —

Turnover

Year

Produc  Home Export Total Loss

tion market  maket

(Rupees n lakhs)

1974-75 0 06 004 — 0 04 279
1975-76 6 57 6 20 — 6 20 8 89
1976-77(Upto March
1977) 9 32 2 89 513 g 02 10 16
April 1978 to June 1978 7 61 773 —_ 773 0 62
1978-79 17 86 7 65 6 32 13 97 16 438
1979-80 26 41 8 56 16 80 25 36 16 62
1980-81 20 66 9 18 702 16 20 18 99

Total 74 55

The Management has not analysed the reasons for uneconomic
working of the plant with a view to take remedial action However
the losses may be attributed to (1) under utilization of capacity resuitin
in higher overhead expenses (1) poor demand of the products an
(m) seling of materials below cost

a4
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() Purchase of mangoes

A purchase commuftee was sent to Malda (Bengal) mn July 1981
for purchase of Hassma mangoes The Commuttee mtimated (13th
July 1981) that Hassma mangoes were available up to 25th July 1981
at Rs 100 per qumtal plus Rs 4000 freight per truck to Murthal
On 17th July 1981 the company directed the Commuittee to purchase
the mangoes up to Rs 120 per qumtal (agamnst Rs 100) for no reasons
recorded on the fle The purchase committee again intimated (19th
Tuly 1981) that rates were between Rs 115 and Rs 125 per qumntal
plus 3 per cent commussion and transpoltation charges at Rs 7,000
per truck from Malda to Murthal The purchase Commuittee also 1nti
mated that for rates were Rs 193 per qumtal plus 5 per cent driage
and spoilage

The Commttee purchased m July and August 1981 1,724 83
quintals of mangoes at Malda for Rs 3 58 lakhs for Murthal at the
rates tangmg from Rs 193 to Rs 230 per qumntal However if the
committee had made spot purchases and transported the same by trucks
to Murthal the expenditure would have been to the extent-of Rs 320
lakhs which meant a saving of Rs 0 38 lakh

No report of the commuttee as to how the rate was surveyed
and whether any quotation was called for was avaiable

(1) Mango pulp

(a) The plant purchases mangoes duimng the season for extraction
of mango pulp The particulars of spoilage and dmnage of mango were
as under — -

Period Mango Diiage and  Percentaege
puichased  spoilage of spotlage
and driage

(Kilogiams i lakhs)

May 1978 to August 1973 233 021 9

May 1979 to August 1979 279 0 26 %

May 1980 to August 1980 133 0 07 5

May 1981 to August 1981 29 017 6
Total 9 37 on

The value of sporvage/drage durmg the above period  worked
out to Rs 1 42 lakhs The varymg rate of percentage of driage and
spoilage may be attributed to unsclentific storage conditions

(b) A test check of accounts i respect of a few batches of
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mango pulp extiracted revealed as under — - T-
June 1980  May 1981  August 1981  August
1o to to 1981 to
July 1980 June 1981 September  September
1981 1981

(Totapuri)  (Totapurt) (Hassina) — (Neelam)
(In Kilograms)

Mango 1ssued to produe-
tion after driage and

spoilage 54 100 89 997 158 873 18,814
Pulp extracted 26 063 40 441 90,879 6 606
- (Per cent)

Percentage of pulp ex
tracted 48 45 57 35

The recovery of mango pulp was to be mamtamned at 50 per
cent according to the management but in respect of Totapur:r 1t was
not more than 48 per cent _In a batch crushed durmng May and June
1981 the management piescribed that recovery should be 48 per cent
of the mangoes recerved re gross receipt without spoilage and driage
The management worked out the short recovery of pulp m May and
June 1981 to the extent of 7682 10 kilograms valuing Rs 0 32 lakh
The Charrman in the meeting held in December 1981 ordered to recover
the amount trom General Manager acuon regaiding recovery 1s awaited
(July 1982)

The percentage recovery of pulp i Hassma mangoes (Rs 2,000—
2,300 per tonne) was highest and 1t was very low m Neclam (Rs 2400
per tonne) mangoes The management 1s yet to analyse the possi
bilities of purchasmg mangoes having good pulp contenfs as 1t would
reduce cost price of the product

(iv) Costing system -

The Murthal Plant 15 pioducing about 26 items of food and
fruit products The cost estimates prepared by the plant were approved
by the management for the fiist time i April 1982 The estimated
rates weie worked out taking mto consideration the full capacity of
plant The sellng rates were fixed by taking into consideration the
prevatling rates of similar 1tems of other concerns The material was
bemg sold either at very marginal profit or at par or at loss A few
instances are given below —

Particulars Estunated Sellmg
cost price price
(i rupees)
(1) Pine apple juice(850 gms) 8 72 6 00
{(2) Lemon squash (680 mly 9 50 8 00
3) Tomato Juice(850 gms) — 587 550
(4) Mango Jam(500 gms) 7 86 7 60
(5) Pine "pple ;am(500 gms) 7 85 7 60
(6) Towmato ketchup(450 gnis) 4 49 4 25
(7 Mixed fruit Jam(500 gms) 753 7 60

(8) Tomato ketchup(750 gms) - 797 8 00

&)
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~ 'Though the actual production. of the unit was below its capacitys
the management had neither worked out cost price based on actual
expenditure nor analysed reasons of higher cost of production

(v} Sales policy

(@) The Company has appomted dealers for sale of beverages
at vartous places and has obtamned Rs 10000 as security from each
The goods are suppled on creditfcash basis Credits were extended
without Limuting the outstanding dues at any tume to the extent of
security obtained In some cases the agreements entered into with the
dealers were not revahidated but the supples were continued However,
legal action was under piocess (January 1983) agamst. 9 dealers from
whom Rs 2 43 lakhs weie recoverable - -

(b) In a departmenta! meeting held on 1st March 1982, it was
reported that 7 lakh botiles includmg crates valumg Rs 8 lakhs were
lymg with the dealers without possibility of recovery The management
decided (March 1982) to bring -this matter to the notice of Board for
WIltG) off No_action m_this matter has been taken so far(November
1982 U, - _ N -

- & .

(v) Export

-~

As there was no good response fo the produgts of the plant
m the couniry and to increase the turnover, the Company started
(Januvary 1977) exporting the products (foods and frust products) to
foreign market direttly as well as through State Tradmg Corporation
of India The “export of various producis to different” Countries from
1978-79 to 1980 81 was R$™ 307147 lakhs™™ 7 -

The following pomts were noticed — -

(a) Export of pineapple products - -

The Company obtamned through a pritvate firm an export order
for 100 tonnes each of canned pineapple jam and canned pmeapple
shces to be completed by November 1981, 10 per cent penalty was
leviable on value of non executed oider The firm was to supply cans
and a letter of credit was to be opened after the payment for cans
was made by the Company The firm supplied 2 40 lakh cans (value
Rs 3 84 lakhs) in September 1981 but no payment was made by the
Company due to paucity of funds with the plant In the absence of
payment the letter of ciedit was not opened by the firm

The Company despatched (May 1982) 111 tonnes of products
valumg Rs 11 22 lakhs for shipment though the firm did not open
any letter of credit It had also become lLiable to a penalty of Rs 0 65
lakh as the Board decided not to manufacture these products further
as 1t became uneconomical due to rise mn the price of fruit erc The
Company received the amount from the firm -after adjustmg Rs © 63

lakh on account of penalty for non execution of balance order. , |

(b) Returnedfrejected consignments

o - -~ -

M In December 1979, ~the Company received an order through



»

a firm of Bombay for supply of canned vegetables valued Rs 3 53
lakhs to a buyer of UK and a letter of credit was opencd by the
foreign buyer n_favour of the Bombay firm The consignment was to

be despatched by 28th February which was extended up to 15th May
1980 -

AN
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-Agamst the above order the Company exported 1745 cartons
of sarson ka saag valuing Rs 1 93 lakhs by the end of the extended
pertod of letter of credit (15th May 1980) After the expiry of the
letter of credit the Company despatched (lst June 1980) to the Bombay
agent the second consignment of 250 cartons (12,000 cans) valumg
Rs 0 37 lakh on collection basis The cartons remamed Iying with the
forwarding agent at Bombay and 11820 cans (out of 12000 £ans)
were received back at Murthal plant m February 1981 The Company
mcurred freight of Rs 3 263

Out of 11,820 cans received back 368 cans were used as samples
balance quantity of canned vegetables became unfit for human consump
tlon The case for write off and destruction of the balance cans was
referred by the plant to head office m March 1982 and was awalting
approval (February 1983) Thus, the Company was put to an avoidab e
loss of Rs 0 40 lakh

(1) The Company despached 619 cartons of fruit cocktail and
790 cartons of mango to Bombay for shipment i December 1979 and
February 1980 respectively after expiry of the validity periods of letter
of credits opened by the foreign buyer The buyer did not extend their
validity periods and the materials were brought back(July 1980) to Murthal

plant resulting in an avoidable loss of transportation charges amounting
to Rs 0 19 lakh

() A firm of Bombay placed an order (December 1979) for
supply of 400 cartons (48x450 gms) of sarson ka saag for export
to Canada at the rate of Rs 140 per carton Tnstead of openng letter
of credit, the firm agreed fo remit 10 per cent payment 1 advance
and 90 per cent after shipment agamst shipping documents

The first consignment of 200 cartons was shipped in  March
1980 and the payment was duly recerved The firm remitted 10 per
cent advance (Rs 2,600) in May 1980 and asked for urgent despatch
of second consignment of 200 cartons The material was despatched
to Bombay in June 1980 but the balance payment (Rs 0 23 lakh)
was not received The firm disputed (March 1981) that material was
not of good quality as stipulated in the Food and Drugs Act of Canada
though 1ts mnspection was done by the department of Food Government
of India and 1t was approved for export The firm lodged (Maich
1981) a claim with the Company for Rs 0 93 lakh being the cost of
material and shipping charges paid on both the consignments mcludmg
mterest The Management had not taken any action so far (December
1982) to realise the amount due

(var) Packing material

The food and fruit products manufactured are packed i bottles
and cans and then these are packed in crates/cartons
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(@) Cans

39

Production of canned juices/foods by the plant was started mn
July 1976 For thus purpose cans of 170450 and 850 gms are used
As per the norms Jaid down by the plant, the maxmum breakage/
wastage 1s 1 per cemt The actual wastage during the years 1978 79
to 1980 81 ranged between 4 3 pct cent to 13 2 per cent resulting
excess consumption of cans valumg Rs 1 07 lakhs

The management 1s yet to investigate the reasons for excess
consumption of cans

(b) Empty beer botiles

Mango pulp extiacted 1s stored in the jericans and bottles The
table below indicates the bottles used and broken during the three
years up to 198081 —

Year Bortles Breakage Percentage
used of bottles of

breakage
to bottles
used

1978 79 98 471 36 466 37

1979-80 63 085 23 500 37

1980-81 34 481 14,004 41

No norms have been laid down by the mansgement for breakage
of bottles It will be observed fiom above that the percentage of
breakage of bottles 1s very lugh The management 1s yet to 1nvestigate
the reasons for higher breakages

(¢) Beveiages bottles

The Company had not fixed any taigets for production of bever-
ages During 1979 80 and 1980 81 the Company purchased 0 67 lakh
bottles {(valued at Rs 0 67 lakh) even though there was a stock of
9 91 lakh of bottles in June 1979 and the production of beverage was
3 84 lakhs in 1979 80 and 3 12 lakhs m 1980 81 No norms for brea-
kage of bottles with reference to production were fixed by the manage
ment but the Deputy General Manager of the Plant decided {(January
1981) that the breakages should not exceed 3 per cent

It has, however been observed that out of 14 58 lakh of botiles
purchased up to June 1981 4 82 lakh bottles {value Rs 4 82 lakhs)
were broken agamnst the production of 57 99 lakh bottles durmg the
pertod 1974 75 to June 1981 resulting n excess breakage of 3 08 bottles
vihmng Rs 3 08 lakhs(computed at the rate of 3 per cent fixed m
January 1981) which has not been 1nvestigated
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{vih)  Reprocessmg/spoilage of finished Products N

The material lying unsold for considerable peiiod 1s reprocessed
m order to avord total loss of material -

During 1978 79 fo 1981 82 (up to Aprl 1982) 24 620 cans of
beverages were reprocessed resulting in loss of Rs 0 537 lakh on account
of packing material, piocessing charges and product loss

From July 1981 to September 1981 tomato ketchup was 1e
processed mto 350 gms bottles resulting m loss of material and repro-
cessing charges to the extent of Rs 0 17 lakh

The General Manager Murthal Plant submitted (Maich 1982)
a list of fimshed goods valung Rs 1 74 lakhs produced during 1976 77
to 1978 79 which were either puffed due to long storage or not sold
for want of d>mand Items valued Rs 0 81 lakh were destroyed during
October to December 1981 The material valyed Rs 0 93 lakh was
still lying with plant(July 1982)

(x) Masala Plant

~  (a) Machmes costing Rs 0 48 lakh were purchased durnng

September 1976 to 1978 for production of ready to use spices of different
varieties and the plant went into regular producton in September 1979
The plant was operated for 47 days mn 1979 80 and 118 days mm 1980 81
The umit has a capacity to grind 1 25 lakh kgs of spices m a year
(250 working days) on single shift basis Agamst this production was
neghgible as detailed~ below —

Year Capacity Inputs of Spices Peicentage Wastege and pro
- spices produced  of spices  cess loss -
produced

to capacity quantity  Percentage

N (in kilogiames)
1979 80(Sep
tember 1979

to June 1980) 1 00,000 2024 1840 2 184 10
1980-81 1 25,000 9443 8731 7 712 8
1981-82 -~ 125000 6,189 5724 5 465 3
- The management has not fixed any norm for wastage and pro

cess loss The mamagement has not taken effective steps to populanse
the ‘product and mcrease 1ts production and sales

(&) Red ciullies cartons

The Company pumchased (May 1977) 2 11 lakh cartons of 100
gms valued Rs O 28 lakh for packing red chilbes Up to May 1982,
only 1730 _cartons were consumed , leaving a balance of 2 09 lakh
Tf:pe paper caitons are bound to become unserviceable_due to passage
of tume

Gr
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In 1ts wnitten reply, the Department stated as under

¢ The production of fruit & Vegetable 1s about4 7 crores tonnes n India
out of which only 60000 tonnes 1s being processed constituing
only02% The licence capacity of the fruit and vegetable proces
sing Industry in Indsa 1s about 2 27 Incs tonnes The idea of having
a fruit processing plant was based on the expected increasing demand
of processed fruit and vegetable product and available of 1aw
material and intensive fruit plantation scheme of the Govt from
Ambalato Rar vis a vis to creat a vegetable belt around the adjoin-
g area of Delht hke Sonepat Gurgaon, Faridabad Rohtak ete
and also to avoid approximate spoilage/wastage loss of 20% of total
production of fruit and vegetables per survey conducted by the
Indian Institute of foreign trade The Murthal was the 1deal place
for setting up of fruit and vegetable plant but results could not come
upto the anticipation  The Corporation has taken steps from time
to time to improve its working and accordmgly canning line was
added 1n 1976 and Masala plant out of losses The low capecity
utilisation may be attributed to the reasons as under —

It was anticipated that the consumer will welcome fruit beverage
butit could not attract mass consumption as compared to well
established biands of corbonated bev like Coca cola & Gold spot
Being clientale the rotation of bott were very poor which resulted
heavy chentale the rotation of bottles 1n the market  The blockage
of bottles increased the cost of collection as weil as Ltd number
of bottles available for refilling in the plant In the course
of tume the cost of cleaning also increased and mspite of the best
efforts 1n 78 by direct retaiming 1 Delht mkt to teke advantage
of the ban on production of coca cola Txtenstve publcity
compaign was also launched including extension of credit facilitics
to private dealers/retailers etc Subsequently 1t was found that the
empties remaimed blocked collection cost from retailers increased
tremendousl?( As a result 1t was given up ‘There has been
constint violation between bumilding up domestic make and on
the other hand concertaining on export The manapement
has now decided to lay tremendous emphasts on building up =
proper domestic net work dealers for which necessary action 1s
bemng taken  The reasons for selling of material below cost has
been that the market price of leading competitors fixes sale
prices of other brand Keeping m view the existing technology
of the plant our production cost were very heavy A study
by the NPC has been got conducted and the management has
itself also attempted a review/analysis Further necessary action
1s bemng taken

Puichase of Mangoes —The production Supervisor was sent to
Malde to know the availability of Faz! Hassma mangoes and also
to ascertain the rates The production supervisor intrmated tele
grophically on 13 7 81 that the Hassina mango s available upto
257 81 and the prevailing rates 1s Rs 100/- per qtls plus truck
freight of approxunatelv Rs 4,000/ He also intimated that the
rates are increassing The Chairman of the Corpn  directed the
G M Murthal on 17 7 81 to depute the Dy GM to Malda for
effecting the purchase of Hassma mango 1 order execute the
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export order The Dy G M was accordingly sent to Malda on
17 781 Mangoes were nerther purchased at Rs 100/— per qtl
nor at Rs 120/— per qtls

Actually the purchase were effected lay the duly authorised committee
On FOR basis obtammg quotations The FOR rates for Hassina mango were
mtimated telegraphically as also on telephone by the commuttee from time to
time and the sanction for effecting purchases on FOR baisis was conveyed 1o
the committee before the purchase were actuaily made All the quotations
are on the record of the plant The direct purchase from Malda mandi was
avouded due to the following reasons —

(1) Non availability of the mango from a single commuttee agent (i) Full
cash payment required against the supply at Malda (u1) Detention
charges of Rs 500/— per day for each truck in casc of delay m
collection of mango as trucks were required to be engaged from
Calcutta Silligurt (1v) Non availability of man power for deputmg
one man atleast with each truck (v) Partly 1ipened mango available
mm the mandi resulting more percentage of driage and spoilage n
trapsit (v1) Transit nisk (vn) Tluctuation m rates Under
the circumstances explamned above the action of the committee
was 1n the nterest of the corpn and there was no loss

() MANGO PULP

(a) Percentage of driage and spoilage depends upon the quahty and the
variety of mangoes Recovery of the mango pulp also depends upon
the chmatic condition during the year  If there 1s proper & kindly
remain recovery of pulp will be more and 1f there are no remaws the
recovery will be less We have to purchase the mangoes of different
varities according to avalability 1n the market and requirement of
the customer Necessary steps have been taken with regard to better
storage conditions  Table 1tself shows reduction 1n sporlage/during
posttion for prevention of further such problems temporary sheds
etc have been fabricated to reduce the driage/spoilage losses

(b) The recovery percentage of pulp 1s under consideration by manage
ment within constraints of flavour acidity sweetness and colour etc
Recovery also depends upon the weather conditions and other
horticultural factors effecting the Mango crops of particular season
The explanation of the G M was called to effect the recovery for
which he has pomnted out that the estimated recovery of 487, pulp
was based on direct consumption of pulp In this case pulp was
filled 1n beer bottles due to which recovery went down Further
quality of mangoes was not upto the mark for which party was
mtimated and a deduction of 4070 kgs mangoes will be effected
while making the final payment The payment of the party has
been with held and the cise of mango purchase was also placed
before the BOD who authorised and the M D to call the party
and settle their account for the supply of Mangoes

Sale price of various tems 1s fixed promotions its saleability and 1s
based on the sale rate of other standaid competitors of the <ame products
under the circumstances the profitability of the product 1s achieved only
through mass production/capacity utilization  Estumated costing1s for gwidance

¥
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and for proper control at various levels Actual cost calculation are bemng
done for all products produced m batches The products which do not con
sistently come withm the required costing are di continued till favourable
situation  Production of some of the products such as fruit beverage squashes
etc has to be continued for consumer satisfaction/sale promotion and 1lso
as a condition of buyer in case of 2 bulk order or various products

(@) In order to avail the benefits of opportunity arised due to the ban
of coca cola it was decided to penetrate m tl e market directly and
to save the dealers margm also resultant the old dealers of Delh:
ssued instruction to their Banks to stop payments as such legal
action are under process

(b) In the Board of Directors meeting held on 19 983 and ~gamn on
30 12 83 while showing the analysis 1s and review the followmng
position has been brought out Empty bottles and crates lymng
with paities —

Sr Paiticulars qty Value
No
1 Recoverable 5748 X 24+ 11 Rs 161 lacs

2 Neon recoverable (distributed to 5498 % 247 Rs 154 lacs
parties/dealers but could not be
recovered)

3 With held by the parties legal cases 9438 x 24 -6 Rs 2 64 lacs
m progress

It 1s not possible to imtiate legn] action for recoveries of empties as given
at St No 2 as legal action may bring additional loss

() Non openmng of the L/S did not effect the recovery 1n
any way as part did not stop the payment except cost of
empty cens and penalfy according to ferms of agreement
The material was despatched to the puty with the approval
of BOD as no other alternate for disposal of this const
enment was possitble Legal notice to the firm has also
been 1ssued to save the penality

(b) (1) The entries consignment could not be despatched due to
non availability of lables which were to be supplied by the
party The firm requested to dehivery the goods at Bombay
agamst payment Accordmgly the material was despatched
The paity refused to make the payment to our cleanng
agent/Sales Officer due to non cqle of earlier consignment
tried to dispose of the mateiel at Bombay but no buyer
could le avarlable Thercfore material was to be brought
tack There was no domestic mkt of this product not any
export order could be obtamed With the pascage of time

roduct has become unfi for use The cise was placed
Eefore the BOD 1 therr meetmg dated 19983 and
30 12 83 wheie 1 destrubtion of 11237 cans valued at
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above 36,500 have been approved under the supervision
of Central Excise Staff

The order for supply of one lacs cans of fruit cocktail
was received from STC which was supplied A repeat
order was received for 34 000 cans The consignment was
sent to Bombay but the ship nommated by GDR did
not lft the comsignment and letter on valdity pertod of
L/C expwed which was not extended due to some dispute
with STC  Therefore theie was no other alternate except
to bring 1t back The material was sold i the Indian
market Besides an order for supply of 8000 cartons of
Mango Juice was also obtamed from STC for supply to
Hodedah 2500 the hthographed Delician cans of 170 gms
posted with STC lables 2500 cartones were supplied The
second consignment of 790 cartones was agamn sent to
Bombay but m the mean whie Foreign Buyer cancelled
the order and the consignment was brought back Such
like problems to take place 1n any business venture and
have to be accepted as unavoidable part of busmness dealing

(w) The material wis sent to the party mm good farth The

(a)

(b)

©

material was of right quahty and was exported under
FPO quality certificate But the party provided us a
photocopy of letter of the Canadian Authorities regardmg
mnferior quality of our products The case has been exa
mimed from legal angle but 1t has not considered a fit
case to be persued court of law However party s clamms
if any regarding this deal will be contested

Mainly three sizes of cansie 170 gms and 850 gm< are bemng
used The processmg loss of cans comes to 12% m 170
gms 226% m 450 gms and 187, m 860 gms The
higher percentage of loss m 170 gms cans was due fo
the reasons that these were built up can and were lying
mm plant for 3 years During storages some cans were
rusted and damaged Now 1t has been brought down
below 2%

Pulp stored Jerry cans 1s required to be preserved with
chemical therefore such pulp cannot be used 1n cannimng
The alternative 1s to preserved the Pulp m OTS cans or
beer bottles Preservation*t® OTS cans s costly therefore
pulp 1s bemg preserved m beer bottles The life of beer
bottles 1s not more than four filing because of that pro
cessing  The average bieakage 1s less than 25% which 1s
taken carte of n the cost estimate

The bottles were purchased to coter the market The 9 91
Incs bottles were mcluding ~bout 7 lacs bottles which were
lymng with the dealers in the market as also given 1 the
AGS review psge No 163

The re piocessing 1s m evitable to save the total loss of left
out/return goods The case of destruction of unfit material

3.}
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wis placed before the Board of Directors as” 199 and
30 12 83 who bave approved the destruction of material
valuing about Rs 0 74 lacs under the supervision of Central
Excise Staff and wniting of the material valued about
Rs 0 81l lac already destroyed under the supervision of
central Excise staff

(a) Production 1s bemng carried strictly agamst demand to avoid
losses of interest and inventory Machiery 1s 1 use

(b) The cartenes were purchased on the basis of anticipated
demand and lesser cost for more quantity and these are
being utibsed m production The cost was about 13 paise
12)er carton where as now cartones are costing about patse

5 per carton -

During the course of oral exammafion the Managing Director
of the Company stated that before setting up this plant no vability
report was prepared and that the object of utilisation of fruits and
vegetables produced mm Haryana by this plant was also not achieved
He further stated? that upto 198485 the cumulative loss suffered by
the plant was to the tune of Rs 155 64 lakhs He also stated that
the plant was currmg continuous losses and there was no demand
for 1ts products m the market and that it has been decided to sell it
to Haryana Breweries Limited -

The Committee observe that imvestment of Rs 57 lakhs was
made i the plant without even first conducting a viability study and
that no efforts were made to utilise the fruits and vegetables produced
m Haryana by the plant as envisaged whie settng it The Commuttee
were concerned that year after year the Company was mcurring losses
which have reached to about three times of the mvestment

The Commuitee feel that bad planning 1mcorrect product mrx,
poor utihsation of capacity inadequate marketing arrangements lack
of cost and quality control and grossly inefficient management led to
huge losses and miserable plight of this plant which could have been
avoided if timely corrective action had been taken by the Government

The Commuttece recommend that nstead of keepmg the plant idle
thereby incurrmg unproductive cxpenditure on salaries and wages of
employees etc, the Government should get exammed the ways and means
of puttmg the plant to gamnful use by troducing some product mux 1n
demand m the market, farng which the hiring out of the plant or 1ty
disposal should be expedited to stop further losses

Purchase of mangoes and pulp -

Durmg the course of oral examnation, the Managing Director
stated that for the purchase of defective mangoe and pulp recovery was -
bemg made from the concerned Managing Director who was also
placed under suspension and that some amount of the suppher firm
was also withheld - ~e
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The Comimttee teconmend that the amount of loss suffered by the
Company m the purchase of mangc and pulp should be recovered from
the supphers/officrals found responsible for the loss under intimation to
the Commuttee

Costing system

The Commnuttee feel that the Company should have a costing
system to have effective control over cost of its products and also to
help them m decision making for gommg in for production of certain
items 1 preference over other 1items keeping m view the economics
of cost of production

Sales Policy

The Committee recommend that the Management should investigate
the cases of allowmng of credit sales without obtaimng security and entering
mto agreement resulting m non recovery of dues and bottles and crates
from dealers and fix responsibility for the lapses and submit a report
to the Committce within three months .

&

The Committee further recommend that all out efforts should be made
by the Management to recover the outstarding amounts from the dealers
including through legal process which should be expedited and Commuttec

be kept nformed about the progress mm the matter

The Committee also recommend that the Management should pres
cribe adequate control systems, poltcies, rules and regulations so that
such type of irregularities m sales could be avoided

The Committee also recommend that the enquiry agamst the General
Manager should be expedited and the fimal out come and action taken
should be intimated to them

Export of pineapple products

The Commuttee feel that the Company could not supply the
pineapple products for export as before accepting the order the Manage
ment had not assessed 1ts profitabiity and this resulted 1 payment
of penalty due to not completing the order

The Committee recommend that responsibility for the lapses resul-
ting m payment of penalty should be fixed under mmfimation to the Com-
miftee

Reformed|reected consigninents

(1) The Committee observe that the mamn reason that the Com -
pany could not export full consignment of sarson ka saag to UK was
that despatches to Bombay were made after the expury of the validity
of letter of credit which resulted in loss of Rs @ 40 lakh to the Com

pany

The Commuitee recommend that the reasons for not supplyirg e
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full consignment with m the stipulated time should be mveshgated and
a report submatted to the Committee

The Committee observe that when the consignment could not
be exported due to expiry of validity of letter of credit, the Manage
ment did not make enough efforts to dispose of the material mm  home
market or by export to some other country The Commuttee feel that
1t should not have been difficult for the Management to sell this small
quantity of export quality material provided earnest efforts were made
m rnight direction

The Commuttee recommend that the responsibility should be fixed
for pot taking prompt action for the disposal of the matenial after it
could not be exported, and responsibihity be fixed for the loss under
mtimation to the Commuttee

() The Commuittee observe that the Management should not
have despatched the fiuit cocktal and mango consignment to Bombay
for shipment after expny of the validity period of letter of credit
opened by the foreign buyer without fist getting the valdity of letter
of credit extended

The Commuttee recommend that the respomsibility for tne lapse
and also for not despatching the material within the validity period of
letter of credit be fixed and a report submitted to the Commuttee

()} The Committee recommend that responsibibty for handing
over the consignment of sarson ka saag to the Bombay firm for export
to Canada without first recetving the payment should be fixed wnder 1nti
mation to the Committee The Committee should also be kept mnformed

about the progress mm the matter of recovery of Rs 0 23 lakh from the
firm

Packing material

The Comnuttee observe that the excess breakage/wastage of cans
valumg Rs 1 07 lakhs during 1978 79 to 1980 81 was mamly due to
neghigence and mismanigement of the plant officals and lack of ade
quate control by the minagement The Commiitee feel that this was
also a reason for increase m cost ol production of the product

The Committee recommend that responsibility for excess breakage/
wastage of Cans be fixed amd a report subnutted to the Commttee The
Commitiee also recommend fhat the Management should take effective

steps to control the breakage/wastage of Cans and keep them below the
prescribed norms

Empty beer and Beveiages bottles

The Commuttece feel that the breakage of bottles was abnormally
high and recommend that the reasons for such high breakages be invest:
gated and respomsibihity be fixed for the loss under mtimation to the
Commuttee -
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The Commuttee also recommend that the Management should preés
ertbe norms for the breakage of bottles and ensure fight control to keep
the breakages within the norms

Reprocessing/spotlage of finushed products

The Committee observe that materials after production were
kept for a considerable pertod and then reprocessed by incurring eatra
expenditure and then destroyed resulting 1n consideiable loss to the
Company The Commuttec are convinced that there 15 something bas
cally wrong with the  Management and  functionng of the plant
They sce no reason as to  why the products weie kept for long
pertods and not sold/disposed of earhier even at discount to  avoiud
blockade of funds and total loss later on

The Commttee recommend that all such cases of products as were
kept for long times, reprocessed and then destroyed should be 1mvestigated by
the Management and responsihihty be fixed for the lapses and a report
submitted to the Commuittee

The Commuttee also recommend that m fature the Management
should ensure proper control over the production and marketing of varieus
products and no item should be allowed to remamr unsold in stock for
long period 4&. resulttng . total foss fo the Companv

Masala Plant

The Committee feel that thers 1s demand for ready to use spices
of different vaiteties i the market but the management failed to take
advantage of that The Commutec observed that the uulisation of the
capacity of the plant was extremely poor and wastage was also very
high

Ihe Committee recommend that the Management should fix res
ponsibihty for excessne wastages and in future ensure that the wastages
remain within the norms, which should be fixed without delay

The Committee also recommend that effective steps should be taken
by the Company to popularise its ‘masalas’ and the utilisation of the capa
city of the plant should be brought to the optimum Jevel and surtable
arrangements be made for the marketng of the product

Paragpraph 6 29 14 Tiansfer and Retransfer of Plants

17 The State Government in copsultation with the Company
decided 1 November 1976 to transfer for Cattle Feed Plant Jind
(Book Value Rs 34 87 lacs) and NPK Fetihzer Plant Shahabad
(Book Value Rs 35 93 lacs) to HAFED which had also set up similar
Plants at Rohtah (Cattle Feed Plant) and Taraom (NP K Fertilizer
Plant and Insecticides & Pesticides Plant) with effect from January 1977
ou lease with 2 view to avoid unhealthy competition The annual lease
money wmcluding interest was fixed at Rs 7 50 lacs on adhoc basis
The lease money was revised m August, 1977 to Rs 11 00 lacs per
annum includimg mterest which was also on adhoc basis The company

L 7]
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lodged s cleim (April 1979) for the balance amount of Rs 4 37
lacs which has not been settled so far (December 1982) If depreciation
and mterest on mvestment (at 16 4 per annum according to he Com
pany) were taken mto account the lease money would work out to
Rs 2l 41 lacs as agamst the adhoc amount of Rs 11 00 lacs fixed
Im August 1977

In its wrtten reply the Management/Department stited hat there
were several pending/disputed 1ssues 1ncluding trucks payment of D A P
lease case etc with HAFED The matter had been taken up to 1e
concile and settle the 1ssues

During the couse of oial exammnation the Managing Director
of the Company stated that now Rs 4 37 lakhs remams to be recovered
fiom HAFED

The Committee recommend that the sctilement of accomn( with
HAFED should be expedited and the recovery of Rs 4 37 effected qumckly
under mtimation to the Commttee

Paragiaph 6 29 15  Sohent extraction plant Kaithal
629 15 (1)

18 The Company took up the setting up of a solvent extraction
plant at Karthal in 1975 and the plant was commisstioned in May 1979
(against the target date of 15th October 1976) at a cost of Rs 58
lakhs Tt was under tual operation up to 30th June 198) The
piojected capacity of the plant on three shift basis was 6000 tonues
per annum for processing of rice bran The Company had not fixed
any annual targets for production

The table below mdicates the instrlled capecity to process rice
bran rice bran actually processed .ctual production of rice b ran o1l
and deoiled rice bran and sales thereof durmg the three years ending
1981 82 —

Year Installed  Rice bian  Percentage Rice brar Sales
capacity  processed of rice barn oil and
processed  deorled
1o rice baran
wmstalled avatlable
capacity  for sale

(in tonnes) (in tonr es)
1579-80 6 000 [ 999* 33 32 1979 2071
1980-81 6 000 3328 55 47 3455 3248
1981-82 6 000 3442 57 37 1573 3293

*Durmg trial operation period
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The production losses(provisional) and fotal losses for the three
years up to 1981 82 are given below —

Year Total Total Toral Under recovery of
eapendy  1evenue  loss
ture reahised Vanable  Fixed

orverheads overheads

{Rupees n lakhs)

1979-80 44 72 25 57 o — —
1980-~81(provisional) 56 56 34 86 2179 599 15 80
1981-82(provisional) 62 49 44 92 17 57 [ 66 1591

The reasons for not achieving the installed capacity as projected
and for the heavy losses were attributed by the management (Maich/
November 1982) to —

(a) Non mamtenance of vacum continuously due to under uti
hsation of plant capacity

(b) shortage of raw mater:al for want of funds and
(c) short supply of powel
(1} Puichase of rice bran

The plwnt placed two orders for purchase of 2000 qumtals of
rice bran (Sella variety) and 600 quintals of rice bran (raw) on 15th
Februaiy 1980 on a firm of Kaithal Agamst this 1000 quntals rice
bran (sella 500 quintals raw 500 quintals) valumg Rs 1 15 lakhs
wele recerved

The mateisal supplied by the firm was not according to approved
sample as per the test reports of the chemust of the plint The o1l
contents in the rice bran (raw) ranged between 7 36 per cent to 9 06
per cent and in 1ice bian (sella) bLetween 8 36 per cemt to 10 55 pes
cent as agamnst 13 08 per cenr for raw ~nd 16 96 per cent for sella
respectivelv as per the camples approved by the purchase comunttee
The sub standard material was accepted without any proportionate re
duction the piice This resulted in extrn payment of Rs 0 48 lakh

The reasons for accepting the sub standsrd materral were not on
record

() Consumption of hexane

As per cost estimates 15 litres of hexane are iequired to process
one tonre of rice bran Howeve:r the actual consumption of hexane
during 1980 81 and 1981 82 (up to June 1982) was n excess by 50435
litres over the norm fixed (value Rs 2 39 iakhs)

“*The net expenditure of Rs 19 15 lakhs mcurred durmg the year was
treated as pre operational expense
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The management has not analvsed the reasons for excess consump
tion of hexane

-

(v) Shortage of hexane

A test check of the stock register for the year 1979 80 revealed
that there was a shortage of 13 043 litres of hexane valuing Rs 41215
The stock register showed a book balance of 23080 Iitres of hexane
on Ist May 1980 whereas actual balance m the plant was 8,537 i
mother tanks and 1500 litres 1 circulation

Further a ciuantlty of 4094 litres of hexane was short accounted
for m the stock register durmg 1979 80 to 1981 82

These shoitages have neither been mvestigated nor written off m
the accounts

(v) Unauthonsed rebate to a party

The Company allows credit up to 30 days on the sale of rice
bran o1l The Company sold 9 320 tonnes of rice bran oil valung
Rs 54522 to a firm of Nuh m January 1982 The party pledged
(January 1982) a demand draft for Rs 81324 15 as security with the
Company Later on the party tried to obtamn the draft back without
payment and a complamt agamnst the party was lodged (February 1982)
by the Company with the Police However the case was settled(March
1982) by allowmng an unauthorised rebate of Rs 13239 74 to the
party on account of moisture contents bemg more than 2 per cent
It may be mentioned that the plant authorities allowed this icbate with
out checking the mosture contents

(v.) Cake breaking machme

The Company was using ejector for creating vacum 1m the system
The project author ties suggested replacement of the system by iaccum
pump called Rotavac System which would save 40 per cent furnace
o1l Tt was proposed that the Cake breaker machme (value Rs 045
lakh) fitted i the plant which was lymng 1dle (since mception} and for
which there were no chances of use, should be exchanged with the
Rotavac System with margmal adjustment of prices m cash The new
machmme (value Rs 0 47 lakh) received m December 1980 was com
missioned i January 1981 However the cake breaker machine was
not returned to the supplier and was still lymng idle resultmg n the
blocking up of funds(Rs 0 45 lakh) besides loss of mterest thereo

The Department 1 1s written reply stated as under —

() The construction of Plant was started m 1976 bu due
to floods i the area during July to September, 197G pro
gress was very slow The work was started m full swing
m October 1976 In the month of November 1976 Go
vernment decided to transfer this Plant to HAFED Plant
was agan transferred back to the Corporation 1 1978
and the construction work was expedited No objection
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certificate  for mnflamable material/explosive was received
from D C, Kurukshetra m August, 1978 On the basis
of the certificate Corporation applied for hcence to obtam
Solvent(Hexane) which could be arranged 1n February
1979 and trial production was carried out m the year
1979 80

In the mutml year of sts operation the Plant faced various
difficulties such as —

(@) There was frequent power tripping/failure resulting mto

heavy evaporation of Hexane due to non mamtenance

N of vaccum continuously To overcome this problem,

generating set was mstalled m January, 1981 to maintan
contmuous vaccum 1n the system

(b) Plant was also closed from February, 1981 to May, 1981
due to the non availability of Hexane (due to the break
of war between Iran & Iraq) The prices of petroleum
products also mcreased to two folds during the period

(c) There was slump in rice bran oil market from June, 1981
onwards dve to heavy imports of tallow which replaced
rice bran o1l m soap ndustries This resulted mfo very
heavy losses and compelled the management to close
the Plant for four months ie upto the end of October
1981

The Corporation has taken steps to reduce the fuel expenses
and has got converted its o1l fired boiler mto Husk Fired
Boiler with a cost of Rs 1 00 lac approximately Operation
of Husk Fired Boiler has been started in the vear 1983
The use of Husk Fired Boiler has reduced the cost of
fuel by 809% which 15 the major consuituent of the cost
of production

() The management 1s making efforts to improve the func
tioning of the Plant

() It could not be ascertained whether the supply was of
inferior quality or not due to mixed storage of Rice
Bran i the Godown The Chemist of the Plant certified
on the bills Quality of Rice Bran conforms with the
sample supphed  Therefore payment was realeased to
the party The then GM and the Chemist of the Kaithal
Plant have since left the employment of our Corporation

(m) Management has analysed/investigated the reasons and
have taken the following steps to prevent losses of the
Hexane —

(@) Frequent power trippmg/fadure werc resuling mto
abnormal Hexane loss The Plant has been provided
with digsel generatmg set to mamtam conimueus power
supply to the Plant

&
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(b) The vaccum pump was also installed to mamtamn confi
nuous vaccum

These steps have réduced the consumption of Hexane from
40 ltres to 20 Itres Further efforts are bemng mads
for maximum utilization of capacity which will further
reduce fhe Hexane loss

{(iv) The case was investigated by a commitiee It was found
that the then GM Plant tried to mislead the manage
ment by showmg less consumption m the hope of get
ting better results in the future and then adjusting the
aver consumption The G M has resigned and s no
more with the Corporation

The shortage of 4094 Ltres was due to temperature vamation
of fillmg pownt and at recetving pornt However Hexane
Is transported in sealed tankers and the seal 15 removed
by a committee at the plant As such there 1s no
chance of pilferage The entries m RG 16 Regster
(Stock Register) are bemng done on the basis of corres
pondmng volume at 15°C for Excise purpose For illus
fratton 1 Excise GP No 1323 dated 8283 12000
Ittres at noumdl temperature are 11756 Dhtres at 15°C
for Excise Purpose Entry 15 requred n the books at
11756 htres 1If 1s nof correct to take the difference ag
shortage

(v) As per market conventions/standards Rice Bran Oi is
bemg accepted having moisfire and sediments upto 2%
without any rebate If moisture and sediients are moreé
than 2% then rebate 15 allowed on pro rate basis as
under —

@) 24 to 34 momsture and sediments single rebate of
10

1]

(b) above 3% moisture and sediments double rateie
2% The consignment which was supplied fo fhe party
was the left out and sweeping of thé stofage tank
As such moisture and sediment was above 207, there~
fore rebales was allowed

(v1) The Cake Breaker Machme 15 being utiized when cake
15 used as raw materil for extracting ol i

The Committee observe that as per the il reports of the
Chemust the quality of the rice bran purchased from fhe Karthal firsi
was not accordirg to the approved sample and the acceptance of the
nferior quality of rice bran resulted m extia payment of Rs 0 48 lakh-
to the suppher which could have been avoided if there had been pro
per laid down procedure for purchase inspection and testing of rice
bran Since the Chemist and the General Manager of the plant had
left the employment of the Company it may not be possible to fix



J
54

tesponsibility for the loss

The Committee recommend that the Management should lay down a sound
purchase procedure and prescribe adequate safe guards to avoud recurrence
of suchlosses m future

The Committee also recommend that the Management should ensure
that the excess consumption of hexane (50 435 litres) valumg Rs 2 39 lakhs
over the norm fixed durmg 1980 81 and 1981 82 was not on account
of short receipt/pilferage/neghgence of the staff operatmg the plant and,
if so, responsibility be fixed under mtimation to the Commuttee

The Commiitee are not convinced by the reply of the depart
ment that rice bran o1l supplied to the firm of Nuh was left over and
sweeping of the storage tank which contamed moisture content more
than 20 per cent as im support no evidence/document was produced
before the Committee The Committee feel that no purchaser would
have accepted such mferior grade ol without first testing the sample
and settng the rebate

The Committee recommend that the unauthorised allowance of re
bate of Rs 13,239 74 given to the firm should be mvestigated and responsibility
fixed for the Jloss B

The Committee observe that the ‘Rotavac system machme (value
Rs 0 47 lakh) was to be purchased in exchange of Cake brealter
Machme(value Rs 0 45 lakhs) but mstead the Management kept both
the machines

The Commttee feel that after the purchase of Rotwvac machme
there was ‘vardly any use of old Cake breaker Machmme & it$ return
to the suppher would have avoided blockade of funds

The Committee recommend that the reasons for not returmmng the
Cake breaker machie should be wnvestigated and responsibiity be fixed
for the lapse The Committee also desire to know the total number of
houri9§%e8 Cake breaker machme’ was wsed m each year durmng 1980 81
to 7

The Commidec observe that the solvent extraction plant was
working much below the cipacity and was incurring persistently heavy losses

The Committee recommend that the work ng of the plant should
be mvestigated 1n order to fix responsibility for the acts of omission/com
mussion <nd nusm anagement and a report submitted to the Committce

The Committee further recommend that the Government shouid
get exammed the economic viability of the plant and devise wajs and
means to make i1t profitable mter-alra by improving production, sales,
managerial control and by reducing overhead expenses, wastages etc
Paragraph 6 29 16  Cattle feed Plant Jind
6.29 16(1) _

19 The plant set up at a cost of Rs 45 35 lakhs went nlto

o
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tommercial production 1n July 1974 with an mstalled capacity of 36,000
tonnes per mnum on three shifts basis The company bad not fixed
any annual targets for production The actval production for the years
1978 79 to 1981 82 aganst the installed capacity 1s given below —

Yea Installed Production  Percentage
capacity of produc
{ion to
mstalled
capacity

(In tonnes)

1978-19 36 000 4,830 13 42
1979-80 36 000 6,572 18 26
1980-81 36 000 8,459 23 50
1931-82 36,000 7353 20 42

Reasons for uonder utiisation of capacity have not been mvest:
gated by the management so far (ebruary 1983)

(n) The products manufactured are sold on cash basis to private
paities and alsc on credit to Government Departments but with a
view to boost up sales credit was also allowed even to the private
parties with effect from Ist September 1975 The credit sale to private
parties contmued up to the end of 1976 and a sum of Rs O 64 lakh
was stll outstandmg (July 1982) on this account

(1) Physical verification of stock conducted mm June 1981 revealed
shortages valued Rs 0 59 lakhs The shortages are yet to be mvesti
gated by the Management (February 1983)

The Department 1n a written reply stated that ¢ the Credit faci-
Iities were allowed to even private parties mm 197576 But cidently
Jnd Plant was transferred to HAFED 1n 1976 77 and received back
m 1978 resulted into total disruption n the sale net work Besides
small manufacturer also come up in 1978 which are produ.ing sub
standard feed and are supplying at much lower rates Therz 15 also
competition with reputed firms lke Hindustan Lever Tata, Godrej
Bhandari ete and also with HAFED for supplies to Got/Co op
Department These reputed manufacturers are located m surrounding
States 1¢ Punjab UP Delli HP etc where there 15 no sales tax
on feed where as there 1s 8) sales tax and 2% surcharge putting our
plant 1nto dis advantage position — -

It 1s also mentioned that HAIC was one of the mam suppher
of Feed to Rajasthan & UP Dawry Federaton but m
1981 82 four Plaants i Rajasthan and two in UP of
these organisation  Anmmal Hushandry are the bulk consu
mer but due to shortage of funds with there their demand
1s also “reduced from 1978 79 to 1982 83 There was acute



2

5§ =2

77777 shortage of electricity even though there was heavy demand
of feed from Rajasthan However now 2 Generator valued
- at Rs 7 00 lakh has been Iostalled to overcome thas
- difficulty v

-~ -The poswmion of old recoveries are as under —
) i (Rs m lakhs)
" 1 From Mik Societies 005
2  From Panchayat Department 026
- - 3 From Government Department 026
=~ - 4 From Private Parties 0 07

-~ - A - -

]

_Total

~— —_ -

064

-~

This experiment of affecting credit sale to private was operative
only for about a year and stands dis contmued since then -

The shortage of Rs 59000 1s negligtble as compared to the
turn over of the vear 1980 81 of this Plant which was about Rs 110
lakh Such shortages are unavoidable du¢ to storage processmg hand-
ling etc  The total shortage due to driage/processing loss etc comes
to 1 6% approximately (Total quantity processed 8700 M T shortage
135 MT) which 15 well within the permissible limt of 4%

The Committee observe that the utihsatton of the capacity of
the plant was very poor which ranged from 13 2 to 23 5 per cent
during the four years upto 1981 82

The - Commuttee recommend that the Management should take con
crete steps to mcrease the production of the plant and also make proper
plannmng for the sale of the products The Committee further recommend
tiat the Management should enforce fight contrel on the funchiomng
of the plant to mumumse shortages/wastages

Paragraph 6 29 17  Projects Pending Execution

6 29 17(a) Guar Gum Plant and Straw/Mill Board Plant

20 The Company decided (September 197>} to set up Guar Gum
Plant «t Bhiwami and Straw/Mill Board Plant at Pehowa Two pro
ject reports were got prepared by the consultant of Jaipur at a cost
of Rs 10000 but due to change in the management and subsequent
action taken by the Charrman cum Managing Director n 1976 77 the
Company: could not take up these projects Agam a sum of Rs 10,000
was spent (September 1981) for getting revised project prepared by a
firm of Chandigarh The Board of Directors” constituted (December,

v
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1981) a committee of three members to study the viability of the pro
jects The commiltee was still to submit its report to the Board(February,
1983)

(b) Battery Plant Pampat

The Project report prepared (September 1974) by a consultant
of Jatpur at a cost of Rs 10000 for the setting up of a4 batiery plant
at Panipat involving a capital cost of Rs 2 14 lacs was approved by
the Board in 1974 for implementation Production of battery was done
at small scale from 1973 74 to 1976 77 (45!) batteries were manufactured
and the batteries were consumed 1n the centies of the Company The
Company has not so far (December 1982) takon action ta set up the
plant for want of funds

(©) An expenditure of Rs 0 44 lacs was mcurred duting 1974 75
towards Solvent Extricton Plani Project (Rs 27 500) ana Cement
Project (Rs 16 202) None of the projects bad been executed so far
{November 1982)

In 1ts written 1eply the Department stated that ¢1n view of the pre
sent unsatisfactory financral condition of the Corporation the manage
ment has considered the keepmg in obeyance of any investigationftaking
up of any new project and instead concentrate on the imp-ovement
and consolidation of Corporation through 1ts present activities As
soon as the Corporationis i a position to take up a new proect with
its own resoulces the investigation and preparation of projects for 1m
plementation in the mmmediate future could be taken up so as to
in tune with the condition existing at that time

The Committee constituted by BOD to review 1s also being
requested to give their report

Due to financial constramts the Corporation did not take up the
battery project The machmery such as charges etc costmg about
Rs 10000 1s being utiized m our service worhshops

(Solvent Ixtraction Plant, Kaithal) Payment was made and the
Plant has been set up As regards cement project nothmg 1s available
on records to ascertain the payment made Efforts are bemg made to
do the needful

The Committee desie that the reports on the econonnc viapihities
of the projects should be got expetited The Commuiitee recommend that
before takig up any new venture the Management should thoroughly
examme 1Ifs economuc viabihty to avoid any further losses

Paragiaph 6 29 18  Agio Aviation Wing
6 29 18 {1)
21 The scheme of aerial spray of crops was mtroduced i

Harvana m 1966 and till 1975 1t was got dome by Goyt from privat
operaters The waitk done by them was not found satisfactorye and
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the work was entrusted (May 1975) to the Company To start with
5 Basant Agncultural Ancrafts costmg Rs 6 50 lacs each were pur-
chased m May 1975 The aeual spray of crops s done at the ins
tance of the Apgriculture Department The first deployment was done
m July 1975 Four out of five amcrafts crashed one mm August 1976,
another n March, 1980 and the third and the fourth mm August, 1981

The amount reimbursed (Rs 11 70 lacs) by the msurance company
towards the first & second aircrafts were not utiized for purchasing
new aircrafts with the result that the working capacity of aenal spray
had been affected adversely The yearly targets of spraymng having thus
been gradually dechining year after year (150 thousand acres m 1977 78
to 40 thousand acres 1981 82 ) resulted m non achievement of the pur
pose of the project

As on 30th June 1981 an amount of Rs 0 71 lacs was out
standing towards charges of aerials spray from the concerned depart
ments including Rs 0 38 lac duwe from Agriculture Department for
over spraymng done The matter 1s stated to be under correspondence

(1) The Aviatton Wmg 15 m carryng heavy losses since 1its
mception as given below —

Year Number of  Lxpendituie Inco ne (Loss)
Auciafts
(m lacs)
1975-16 5 14 18 323 10 95
1976-77 5 20 20 18 19 201
1977-18 4 18 59 15 60 299
1978-79 4 22 55 17 73 4 81
1979-80 4 22 13 11 70 10 43
1980-81 3 17 20 15 70 150

The management attributed the loss maiwly to the fact that the
charges fixed by the Govt of Indma for aerral of crops were much less
as compared to the cost mcurred by the Company

(@ The fuel consumption on ground runs of the aiwcrafts exclu
ding fuel consumption of ferry and other flight durimg July 1980 to
April 1981 was to the extent of 109 as agamsi a maximum of 107
for all non revenue flights imncluding ferry and test flights

(b) A consignment of 3000 litres of aviaton fuel (Value 0 21
lacs) was recerved from the Indian Oil Corporation on 26th September
1980 In the stock register this consignment was shown as transferred
to Aviation Clubs of Karnal and Hissar on the same date whereas
mm fact, no fuel was transferred A complaint was lodged against the
store keeper with the police m November, 1981 Turther developments
are awarted
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(m) The table below mdicates the value of opeming balance,

purchases consumption and closing balance of spare parts cf aircrafts
during the three years ended 197980 —

Year Numbei of Openmg  Puichases Consump Closimg
aircrafts balance tion balance
held
(year end
POSUION) -

(Rupees m lakhs)

1977-78 4 3 80 2 67 199 4 48
1978-79 4 4 48 6 38 381 705
1979-80 4 7 05 g8 01 3 87 11 39
1980-81 3 11 39 0 49 0 89 10 99

1t would appear that buge purchases were made though the con
sumption was far less resulting m blockade of the Companys funds

For the operation of the arcrafts, the Company had 3 Pilots,
3 Agro Aviation Engineers and 29 other staff n 1976 77 Inspite of
the ciach of the acrafts from time to time the position of the crew
and engneers remamed the same while other staff was reduced from
79 to 16 mn June 1982 The total expenditure on staff during 1980 81
and 198182 was Rs 2 76 lakhs and Rs 3 91 lakhs respectivzly

The Department jn 1its wrtten reply stated that ‘the Corporation
1s left with only the one Aurcraft and 1s_almost achieving the targets
of 40000 acres by aeual spraymg State Govt has already constituted
a committee for the procurement of two used Helicopters from Indian
Air Force The Committee has submitted 1ts report recently which 1

being processed

The Corporation has recently taken over the entire accounts under
its control and the accounts are under reconciliation for further necessary

action

The BOD has been mformed about the losses incurred Nimne
employees have left the Corporation and 17 employees are still on roil
The Govt has been approached to increase the subsidy from Rs 66 666
to Rs 2 09 lacs per Awrcraft per yeal to meet out the losses

Steps are bemng -taken to mmimise the fuel consumption
The total account of Aviation Fuel 1s bemng rteconciled

The Corporation was maintaining 2 fleet of 4 aircrafts for aerial spraying
purpose Spare parts were taken from M/s HA L (A Government of India
Undertaking) To meet any exigency sufficient spare parts are to be kept
m the stores Most of the spare parts were taken from the H AL on credit
as such there was no blockade of funds
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The strength of the employees has already been reduced to the extent
possible disrupting the operations

During the course of oral exammation the Managing Director
of the Company stated that out of Rs 0 71 lakh outstanding for aerial spray
Rs 0 21 lakh was on account of over spraying done which has been booked
under expenditure  He further stated that the spare parts were purchased on
the advice of Civil Aviation Department and now these are not disposable

The Committee desire to know whether 1t was ensured by the Government
that crash of four aircrafts, one after another , was not due to mexperience
of pilots, poor mamtenance of aiwrcrafts or due to fault of ground staff/engeers

The Commttee feel that 1f the amount of Rs 11 70 lakhs recewved from
the insurance company was used for the purchase of aiwrcrafts, the situatipn
now prevaithng would not have arisen and they could have also made use of the
spare parts Iying with the Company The Commuittee desire to know as o why
the amount recetved from msurance company was not used for purchasmg air
crafts and who was responsible for this and how was tlhus amount utihsed

The Committee recommend that the management should fix respons
ihlity for the over spraying and recover the amount from the officials found
responsible for the lapse and that the recovery of balance due amount should be
expedited from the concerned departments

Besides, the recommendations contamed under para 629033 of this
Report, the Committee recommend that the Management/Government should
take some concrete action to cover more and more crop area under aeral spray
by acquiring  arrcrafts/helicopters and for gamnful use/disposal of spare parts
Iying unused with the Company The Conmittee suggest that the unwanted
spare parts may be offered for buy back to Hindustan Aeronatcs Limited

Paragraph 2919  Agro Trammng Centre

62919 (1)

22 An Agriculture training centre was established (January 1973)
at Nilokher: for impartmmg tramung to un employed engmeers technical
personnel and diploma holders for setting up Agro service centres As pey
Government of India s mstructions (December 1971) the Company was to
undertake a programme of impartimg traming to selected entrepreneurs for
three to four months The cost of traming was to be met by Government of
India  During Januacy 1973 to March 1980 219 entrepreneurs were imparted
traming (no entieprencur was imparted tramning after March 1980) Agamst
the expenditure of Rs 6 27 lakhs the Government of India reimbursed
Rs 3 57 lakhs The balance of Rs 2 70 lakhs was yet to be reimbursed
(November 1982) The scheme was transferred to State Government 1n
1979 S0 but the traming centre was not thereupon closed The Company
incurred Rs 0 90 lakh during 1980 81 and 1981 82 on <taff salaries and
incidentals though no entrepreneur was imparted any tramnmg durmg  this
petiod The expenditure of Rs 0 90 lakh was yet (December 1982 } to he
recovered from the State Government

(i) As per mstructions (Dccember 1971) of Government of India the
entrepreneurs gething training must set up an agro service centre In case an
entrepreneur does not do so the cost of traming was recoverible from him
A test check of records revealed that out of 237 entrerreneurs who were

(T’
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Imparted traimng Up to March 1980 only 128 entrepreneurs had established
the centres Cost of tramng amountmg to Rs 1 63 lakh (Rs 1500 per
head) was, thus recoverable fiom the remammmg 109 entrepreneurs who had
not established the centres The Management was yet (December 1982) io
recover the amount

(1) Asper clause 4 3 of the scheme formulated by the Government of
India for the establishment ot agro service centres every entrepreneur who
registers himself with the company for obtammg advance from financial
institutions at subsidised rates was required to pay Rs 100 as registration fee
128 entrepreneurs, after traming opened agro service centres but the registra
tion fee had not been recovered from any of them so far (December 1982)

(1v) Durmg 1975 76 the Company sold 58 old tractors to 40 entrepre
neurs on hire purchase basis at the book value of Rs 12 66 lakhs As per
agreement executed with the entrepreneurs the first stalment of Rs 3 60
lakhs was to be pa:d by them i October 1976 and the balance in six Falf yearly
instalments alongwith interest thereon An amount of Rs 2 04 lakhs has
been recovered from the entrepreneurs so far (March 1982) leaving a balance
of Rs 14 78 lakhs (including interest up to March 1982)

In 1ts written reply , the Department stated as under —

(1) The scheme was transferred from Government of Inda to State
Government 1 April 1979 Therefore the matter was taken
up with the State Government for reimbursement, which 18 under
process with the Director Agriculture However the staft has
been put to other work of AEW  Nilokher1 There 18 no
loss of salary

(u) This was 2 normal traming scheme and even though -he bond
was there yet 1ts legality 1s a matter which need to be cheched
up Moreover we are given to undetrstand that some tramees
have not set up service centre keeping m view the changed
economic situation

The entrepreneurs were unemployed and keeping m view of ther
financial position 1t 1s not practically possible to recover the
amount from the framnees

(in) This seems to be an ommussion but the reasons of the omuussion
are not possible to be ascertained The most reasonable cause
seems t0 be the poor condition of the un employed enfrepre
neurs It may be more expensive to persue recovery -

(v) Corporation made the best efforts to effect recoveries  Notices
were 1ssued to the entrepreneurs and to therr guaranters but
himted success could be achieved Legal advice ha> been
sought to enforce recoveries

The Commuttee recommend that the recovery of expenditure of Rs 0 90
lakh on the sniary of staff from the State Government should be expedited.

The Committee destre to know whether there was any shortcomng in
the training system which did not attract the tramnees after completion of troumng
to open Agro service-centres
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The Commttee desire to know whether any surety/guarantee was obtained
from the entrepreneurs before handing over tractors-to them and if not who was

responsible for this lapse ~

- -

The Commttee recommend that effective steps should be taken: to re-
cover. the outstanding amounts from the defaulting entrepreneurs and_the Com-
mittee be kept mnformed about the progress of recovery ~ - _

62920 Sundry Debtors - e

6 29 20(a) -
23  The position of sundry debtors of the Company for the three years

up to 1979 80 1s tabulated below — ’ R S

Year Sales Sundry - Pej centage

mcluding debtors of sundry-

hiring debtors to

sales

(Rupees m lakhs)

1977 78 4,85 57 55 30 11 4
1978 19 ) 93407 ~ 6612 70
1979 80 i} 6,93 64- 83 61 12 0

The company has not laid down any policy for credit sales

(b)"A test check of the records of some of farmer service —centres re
vealed that though the centres are not allowed to make credit sales/luring on
credit, yet; the same 1s bemng effected The debts outstanding recovery at the
end of the years from 1978 79 to 1980 81 were as given below —

-

- Debtors -
Unit —
1978 797 1979 80~ 1980 81
. (Bupeesin lakhs)
Palwal N 2 85 3 6> 5 87
Gurgaon 502 7 96 799
- 7
Rohtak - 363 4 15 Notavail
- - able

It may be seen from the-above that the debtorsare increasing  year after

year Reasons for gving credit faciity by the units and non reabsation of

amounts are yet to be mvestigated by the Company The entire amount is
doubtful of recovery as these are small amounts due from various private partics
{about 12 000 parties) outstanding for many years, most of them from 1969 70
onwdaids No age wise details are available _ . -

- -~
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The Department, mn 1ts written reply stated that ¢ the most of the debtors
are more than 5 years old Lot of confusion has been caused i the accounts
of 1976 77 due to transfer and re transfer of various plants and closure >f some
of the FSCs/Units Credit sales are not allowed but keeping 1n view some
exceptional business activities where trade practices require extension of this
facility credit sales have been effected The supplies to Government Depart
ments are also made on ciedit Recently traned staff has been obtained on

deputation from the Finance Department for the purpose of reconcihation
and recoveries

After reconciiation efforts will made to effect recoveries fathng which
responsibility will be fixed for necessary action

The Committee desire that the Management should formulate pohicv
regarding sales on credit and the cwrcumstances of effecting credit sales by the
uits should be investigated and responsibility fixed for the lapses

The Committee recommend that the Management should make concerted
efforts for recovery of the maxmmum outstanding dues from the debtors and a
¢ell should be created for effecting recovery expeditiously and the Committee
be kept informed about the progress made in this regard

The Commuttee also desire that the reconsideration of the- credit sales
and debtors be made quickly and responsibility be fixed for the acts of omission
and commission resultmg m non recoveries of dues

Paragraph 629 21 Inventory Contiol
6 29 21(r) '

24 The table below shows the comparative position of 1nventory

vis a vis sales of the company at the clese of each of the three years up to 1979-
80 —

Descrption 197778 197879 197980

- -

- (Rupees mn lakhs)

() Raw material and stores

4

55-57 10585 1,08 33

() Work 1n progress 257 7 63 . 45
(c) Frmished goods 1,183 12072 1,29 01
(d) Goods mn transit 1 68 19 42 a7
Total 178 65 2,53 62 239 50

Sales B 434 71 878 78 _ 6,49 36

The stock m trade represented 4 9 month’s sales in 197778, 3 5
maonth s sales in 1978 79 and 4 4 month s sales 1 1979 80

_ (u) The stock. position of spare- parts, Vis a vis, sales thereof for the
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three years ending Jupne 1980 1s given below —

Year Closing  Sales of
balanece spare parts

(Rupees m lakhs)

1977-78 36 83 It 99
1978 79 31 10 7 50
1979 80 29 84 523

The stock of spare parts represented 37 month » sales i 1977 78 49
menths sales m 1978 79 and 68 month s sales in 1979 80

The above spare parts mncluded spare parts valued Rs 16 lakhs (approxi
mately) Iying in various centres imported durmg the period from 1971 to 1974
The management observed (April 1982) th1t most of the parts are dead and m
spite of offering discount the demand was very poor This had resulted mn
blochade of Company s funds to the tune of Rs 16 lakhs 1nd consequent loss
of inferest

(1) Shoitages

The following cases of shortages were noticed —

Serat Name of Perrod Particulars  Value Reriarks
nitmber Cenire of 'mm
(Rupees
i lakhs)
1 Farmer Service Centre 1979 80 Poultry feed 006 The case was under mves
Gurgaon tigation (December 1982)
2 Farmer Service Centre, 1977 78 POL 058 OQut of these shprtages a
Gurgaon to case of shortage valped
1980 81 Rs 030 lakh was under
1mvestisation  (December
3 Farmer Srvice Centre — Shortageof 024 () Opc official from
Palwal material whom sum of Rs 005
—~ lakh on account of
~ shortage 1s recoverable

w1s no longer 1n
service since 197778

() Shortage of Rs 12303
agatost a salesman ap
pomted on daldy wages

2 under 1nvestigation by
the Police {December

- . 1982)
4 farmerService Centre 1976 77 Shortages 047 The amount on acconnt
Hissar of eredit of shorteges/under sale are
sales outstanding  agamst $

salesmen since 1976 77

In a written reply the Department stated that ¢the mventories are
mamly of Fertiizer, tractor and spare parts Fertilizer 15 lfted agamst
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Government allocations and rotate twice 1 a year

Spare parts worth 16 00

were lying since long due to transfer of tractor assembly plant to HMT There
fore 1t tepresent equaivalentto4 4 not taken mto account than inventories
are well within the generally accepted norms in the busmess

The inventory of spare parts is of very slow moving nituie

Commttes

has glready been formed to dispose of these spare parts at the earhest

Remarks

The Case was under mvestigatron {Dec,
1932)

Out of these shortages and case of
shortage valued Rs 0 30 lac was under
investigation (Dec  1982)

(1) One official from whom sum of
Rs 0 05 lac on aaccount of shortage
1s recoverable was to no longer n
service sice 1977 78

(u) Shortage of Rs 12303 agamsta
salesman appointed on daily wages
under investigation by the police
(Dec 1982)

The amount on account of shortage/
under sales are outstinding aganst 8

Inqwry 15 under progress

The enquiry has been assigned
to Chief Engmeer on 24 10 83
The efforts are bemng made to
fix the norms of Coiporation
and the shortages arc coming
in gach yeat
Record 15 bemng tiaced for
necessary 4ction

Police has filed court casz m
the court of Sh VS Mabhk and
first date wes 10 10 83 for appear
ing m the Court

Record 1s not avadable and we
are trymg to locate the same

salesmen smece 1976 77

The Commftee recommend that the Management should take immediate
steps to dispose of the dead and obsolete spare parts to reduce the blockade
of scarce fands

Regarding cases of shortages and mmsappropriation the Commnitee
1ecommend that these cases shonld be mmestigated and responsibility fixed and
recovery effected from the officials at fanlt The Commuttee desire that smtable
steps should also be taken by the Management to stop recurrence of such cases
m futore

Paragraph 62922  Accounts Manual

25 The Company 1s having multifarious activities and a number of
pnits/plants the accounts of which are being maimntained by the respective
units and consohdated at headquarters However no accountng manual
has been prepaied so far though the Company is functioning from March
1967

The Depa tment 1 1ts wniten reply stated that preparition of
Accounting Manual was bewmg taken up now that additional staff from the
Haryana Fmance Department had been posted mn the Corporation
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The Commuitee desire that the preparation of the Accounting Manual
should be expedited which 1s essentral for keeping cffective control over the
finances of the Company

Paragraph 6 29 23  Other Pomts of Interest
6 29 23(1) OQutstanding iecovery agamst ex chayman

26 Terms and conditions for the use of vehicles and payment af
travelling allowance to the Chairman of State Public Sector Undertakmgs were
prescribed by the State Government fiom time to time An emount of Rs
0 33 lakh 1s outstandmg aganst 2 Chairman (November 1978 to July 1979)
for use of vehicles and travelling allowance paid beyond prescribed hmits  The
Company demanded (August 1982) payment from the incumbent  but settlement
was still awaited (December 1982)

Similarly, an amount of Rs 0 66 lakh was recoverable from another
Chairman (September 1979 to Febiuary 1982) on account of use of vehicle and
travelling allowance paid beyond prescribed lIimuts The Company stated
(Jule 1982) that the matter was under correspondence with the State Govern
ment

(r) Execution of work without work oidei

In July 1976 the Company undertook the job of supply and erection of
angular trusses for Municipal Comnuftee Karnal without settling any terms
and conditions and the work was completed 1n October 1976 The bill for
Rs 0 91 lakh towards the construction and erection charges was sent 1in
December 1976 The amount in question had not been recovered from the
Municipal Commuttee (July 1982) There 1s nothing on record to indicate that
any formal agreement/work order was placed on the company

(ix) possible nusappropiiation of cash

A purchase committee visited Delhi in February 1978 and made certain
purchases of spare parts from various sources mcluding NAFED  As per re
cords of the Company spare parts valued Rs 10 289 60 were purchased from
NAFED on cash basis while the NAFED adjusted 1t as credrt sales in their
books The case was under mvestigation (November 1982)

(1v) As per accounts of Cattle Feed Plant Jind there was a balance of
Ks 47510 97 1n the saving bank account with State Bank of Patiala Chand:
garh as on 31st December 1980 whereas as per the pass book of the Bank the
balance was Rs 17 510 97 which along with mnterest was merged 1n Head Office
accounts 1n January 1981 The difference of Rs 30,000 was yet to be re
conciled (June, 1982)

(v) Non utilisation}disposal of tractor

One Polish make tractor (Ursus 385) was purchased (May 1976) by the
Company from Asia 1972’ exhibition for Rs 1 25 lakhs for its own use In
June 1976 1t was decided to sell the tractor as it was no more required by the
Comipany It has'not been disposed of so fai (Fuly 1982)  tender bids recerved
thrice were for Rs 50000 (July 1976) Rs 100000 (February 1978) and
Rs 100000 (April 1980) but were found to be too low

24

4
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Besides blockade of funds the tractor is deteriorating  1n condition with
the efflux of tume

The Department 1m 1ts wriiten reply stated as under—

(1) The notice was 1ssued to the Ex Chairman which has been received
un delivered  Case 15 bemg exammed to take further nec.ssary action

Legal case has been filed on to effect the recovery

(1) The work was executed under the verbal order of the Deputy Com
missioner  Ffforts are being made to recover the amount

() The Vigilance has enquired the matter and had mdicted M
Daksh Kumar A O The Vigilance Department had also lodged the FIR
with UT Police, Sh Daksh Kumar 1s under suspension

(v) Mr Daksh Kumar A O has been charge sheeted and the matter
15 at present with enquiry officer

(v) The tractor has since been sold for Rs 1 25 lacs’

Duimg the oral examination the Managing Director of the Company
stated that the recovery agawnst one ex Chairman worked out to Fs 347 50
which bemg time barred could not be effec ed and had been written off by
the Board of Directors Regarding revcovery of Rs 0 66lakhagains* another
ex Chairman the Managing Director stated that they won ex parte cvil st
filed agamst the ex Chanman but no recovery cc uld be effected n the absence
of the correct address of the ex Chairman

The Committee observe that it was mamnly due to negligence and n
effective control on the part of the management that the ex Chamrman was
allowed to mysutilise the Company s vehicles without effecting recoveries from
him The Committes recommend that responsibility of the officers who allowed
the ex Chairman to misutibse the vehicle should be fixed and 1eport subnutted

to the Commuittee

The Commuttee recommend that effective steps be taken by the Manage
ment to avoid recarrence of such nregularittes mn futare and tne execution of
decree agamst the ex Chairman should be expedited

The Commuttee recommend taat the recovery of Rs 091 laLh from
Municipal Committee, Karnal should be made under mtimation to the Com

mtfee

The Commuittee recommerd that the possible musappropriation of Rs
10 289 60 should be thoroughly mvestigated and action taken against t1e guilty
official and recovery effected The Committee further recommend that the
difference of Rs 30,000 pertumng to cattie Feed Plant, Jind be reconciled
within three months and 1f musappropriation 1s proved then action, be taken
agamst the official found gwlty and recovery of the amount be effected umder
mtmation to the Committee

16823—HVS—HGP Chd
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