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INTRODUCTION

1 the Charrman of the Committee on Public Undertakmgs, having
been authorised by the Commuttee 1n this behalf present this Twenty Fourth
Report of the Committee on the Report of the Comptroller and Auditor
General of India for the year 1982 83, relating to the Haryana State Hand
loom and Handicrafts Corporation Limited

2 The previous Committee framea questionnaire took up the
scrutmy of the audit paragraph/notes contained =1 the said Report and also
orally examined the representatives of the Department/Corporation
However that Commiitee could not present their report i this respect for
want of further required nformation and time

3 This Committee therefore, took up the unfimished work of the pre
vious Commuttee and after having thoroughly gone through the materal
received and the oral evidence etc already conducted have framed their reco
mrmendations/observations contamned m this Report

4 A brefrecord of the proceedings of each meeting of the previous/
this Commuttee 1n this behalf has been kept m  the Haryana Vidhan Sabha
Secretariat

5 The Commuttee are thankful to the Tepresentatives of the Fmance
Department Haryana, and the representatives of the Industries Department/

said Corporation who appeared before the previous Committee from time to
time

6 The Committee place on record their appreciation of the valuable

assistance and guitdance given to them by the Accountant General Haryana,
and his staff

7 The Committee are also thankful to the Secretary Haryana

Vidhan Sabha, and his officers/staff for therr whole hearted cooperation and
assistance given to them

Chandigarh KANWAL SINGH,
The 15tk December 1986 CHAIRMAN
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REPORT

728 Haryana State Handloom and Handicrafts Corporation Limited
Paragraph 728 2  Intensne Der elopment Project
72821 Scope

1 In June 1976 Government of India sanctioned a project for
developmen. of handloom industry under the 20 Pomnt Economic Programme
The scope of the Intensive De velopment Project was 10 be as under —

(8) modernisation of handloom mdustry with conversion of pit looms
nto frame looms and frame looms mto jacquard looms

(b) trainmg of weavers
(¢) providing pre loom and post Joom facilities
(d) marketing and

(e) to supply latest designs and inputs, 1.z varn  chemicals, efc,
to handloom weavers

The implementation of the project 1 the State was entrusted to the
Company m June 1976 to be completed withm 5 years 1e¢ up to 1980 81
The project was actvally taken up for mmplementation with effect from
December 1976 The scheme was transferred fiom the Central Plan to State
Plan from Apnl 1979

In its written reply the Management of the Company stated that the
basic obyective of the project was to provide the infrastructure to increase
the handloom production within the State for local market 1nd for exports
Some difficulties were faced 1n implementing the project on account of which
theh prc()igress was hampered Within  these constramts the objectives were
acneve

The Commuttee observed that the implementation of the project was
to be completed upto 1980 81 but 1t was still 1mmcomplete

The Committee recommend that earnest steps be taken by the Management.
to complete the project early and the reasons for the delay m implementation
of the project be looked nto and responsibility fixed for the lapses at various
fevels i the implementation of the project

Paragraph 728 2 21 Financng of the project

2 The pattern of financial assistance (Rs 185 04 lakhs) sanctioned
for this project by the Central Government was to be as follows —

Central State
Loan Grant Total Grant
(Percentage of assistance)
(@) Furst three years 50 25 75 25
(b) Fouwth and Tifth year 25 25 S0 30
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The Company had from February 1977 wp to March 1983 received
an aggregate amount of Rs 128 07 Jakhs (from Central Government
Rs 4141 Jakhs as loan and Rs 18 83 lakhs as grantsinaid from State
Government Rs 67 83 lakhs as grants 1 aid) for implementation of the project
Out of the loan of Rs 41 4] lakhs an amount of Rs 203! lakhs became
due for repayment ason 30th April 1983 against which only Rs 2 25 lakhs
were paid The Company has become liable to penal interest on the overdue
amount to the extent of Rs 4 97 laths

The matter regarding defeiment of repayment of loan and interest
was taken up with Government of India (Febiuary 1978) but it was declhined
(July 1979) ° The S'ate Government was requested (February 1983) to
convert the outstanding loan mto share capital and to waive off the interest
accrued till the time of its conversion on the ground that the financial
position of the Company was not sound and the Company wanted to utilise
the amount on the developmental activities However this was not agreed
to by the State Government

In 1ts wrntten reply the Management of the Company stated that
“Rs 28,59 600 were repayable as loan out of which Rs 375000/ have been
paid leaving a balance of overdue loan of Rs 28,84 600

The mterest payable 1s as under —
(1) At ordinary rate Rs 15,11 78114
(1) At penal rate Rs 21 98,954 38

During oral examination 1n September 1985 the representative of the
Company stated that loan could not be re paild due to shortage of funds
as the Company was not able to establish full infrastructuie and generate
cnough profits It was fuither stated that matter 1egarding deferment of
repayment of loan and to waive off the penal interest was agamn under consi
deration with the State Government/Government of India

The Committee feel that on 1ccount of failure of the Management
of the Company to implement the project within the prescribed time sufficient
profits could not be senerated with the result that the company was unable
to repay the loan and also the interest

The Commuttee recommend that matter regarding deferment of repayment
of loan and waving off the penal nterest may bc pursued with the State
Government/Central Government The Commuttee also recommend that immediate
steps be taken for the early 1mplementation of the project

Paragraph 7 28 2 2 Fmancing of the project

728222

3 According to the project report vaijous 1items under the
project were to be completed at a costof Rs 18504 lakhs Out of the
aggreghte amount of Rs 1 28 07 lakhs recerved from Central/State Governments
Rs 103331akhs were spent up to March 1983 on varous items provided

“*

+H



ur

& ;

under the project as detailed below —

Estimate as Actual expenditure
per project mcurred up to 31Ist
report March 1983
(Rupees i lakbs)
(1) Construction of buldings for 28 00 20 18~*
20 collective weaving centres
(2) Machiery (looms and other 728* 185
allled Machinery) for the
collective centres -
(3) Other capital cost (for 20 centres) . 341 1013
(4) Salarzes of staff for 20 centres 1392 2786
(5) Stipend to trainees 4 86+ 423
(6) Other expenses (1zz rent, 2 68 3% 06
exhibition expenses etc) h
(7) Margin money for raw materialf 83133 —
finished goods
(8) Modernisation of looms 41 50 002
Total 1,8504 1,03 33

The net balance of Rs 2474 lakhs out of the funds received for
implementation of the project had been temporarily used for other activities

In its written reply the Management of the Company stated that the
expenditure exceeded because of enhancement 1n salartes of the staff due to pay
revision and payment of mstalments of Additional Deainess Allowances and
many other allowances No provision was made 1n the s heme for marketing
However the project envisaged opening of sale Depots 1n all the State
capitals of the Country besides other important towns for sale of goods to
be produced by weavers covered under the scheme Therefore the Corpo
ration had to incur exp nditure for marketing activities  The outlay was
only for five years whereas the expenditure ncurred upto 1982 83 covers
8 period of 7years About 70 % of the tota! outlay has been released

Upto 31-3 85 against the projected cost of Rs 185 04 lacs, an amount
of Rs 13507 lacs was recerved and an amount of approximately Rs 122 02
lacs has been spent for this scheme

The balance sheet of the Corporation for the year 1982 83 reveals a
cash balance of Rs 3209571 as on 3! 3 83 1in view of which 1t cannot

be said that Rs 24 74 lacs of the project funds w.re utihsed for other
activities

¥Planned for 20 centrcs

**Actuals for one ce tie (Bhuwani—refer paragraph 7282 3 1§
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During the course of ofal exammation the 1epresentative of the
Company stated that estimates exceeded due to mncrease m wages and 1ncur
ring of unforeseen expenditure

The Commuttee were not convinced with the reply of the Manage
ment of the Company that the funds meant for the project were not
utilized for otner activities as the Company was having cash balance of
Rs 3209571 as on 31st March 1983 The Commuittee felt that since the
Company was not keeping the funds meant for the project separately,
having a cash balance on particular date was not relevant in the matter

The Commuttee observe that estimates made onginally were not
correct and the mcrease 1n the expenditure was due to non implementation
of the project 1n time

The Commitiee recommend that estimates may be revised after obtamng
approval from the Government of India and a striet watch be exercised
mcurrmg of expenditure and timely implementation of the project

Paragraph 7 282 3 Execution of the project
728 231 Construction of bulding

4 The Company had not constructed any buwldings for collective
weaving n 20 centres as planned Instead one handloom complex was
constructed at Bliwani (Total cost Rs 2018 lakhs against Rs 28 00 lakhs
estimated for 20 centres) Out of 21 acres (170 kanal) of land acqured ata
cost of RS 448 lakhs 103 kana/ of the land was meant for setting up a
weavers colony The Company had not yet drawn up amy plan for
constructing such a colony  Thirtecn other centres were set up 1n rented
premises during the period of 5 years up to 198182 (rent Rs 67022
per annum) Reasons for bringmg up one handloom complex on which
major portion of the funds was snent instead of constructing premises at
20 places foi setting up centres and for setting up centres wm hired premises
m '3 places weic not on record The handlcom complex had also not been
put to the mtended use as would be seen from the following

— a modern canteen fitted (August 1978) with glazed tiles efc
was bemng used as residence of a chowkidar

— 70 per ccnt of the Administrative block was being used as store
since August 1978

— the woollen fimishing shed was being partially used as a ¢ Dye
House ind Yarns Stoie although space for 1t was otheiwise
available

—. Showroom had been converted into a production shed and Dye
Ilouse as pirking place and

—. one of the stores was still under use by the contiactor who cons-
tructed the complex

Tn its wiitten reply the Management of the Company stated that
one large Complex was constructed at Bhwam  to ict as & nuclcus
and a growth centie for pioviding nfiastructuie faciitics for mtensive

m
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Development of handlooms 1 the surrounding region For this purpose
adequate building accommodation wa required at the HQ s for its require
ments and for future expansion A Dye House a Yarn Bank a Large
Production Centre a frame loom and Javquard tramnmg Centre a Wiaping
Facility centre and a wholesale Depot was required to be set upatthe H Q s
and these were set up  Apart from the above facilites another traming
centre for providing traming on semi automatic looms for the production
of Viscose/Polyester cloth has since been set up  Production of Janata
cloth has also been taken up under this project 1 1985 86

During 1976 77 when the land was acquired at Bhiwan: for the cons
truction of the Weavers Colony the Handloom weaving activities mn the area
were negligible on account of paucity of tramned weavers The corpn there
fore first took up the programme for traming weavers through 1ts I3 Collec
tive Weaving Centres and for creating infrastructure facilities to promote the
development of handloom With the setting up of a Handloom Complex at
Bluwan: the h-ndloom mdustries have registered appreciable growth Although
at present there are a number of weavers available at Bhiwani but due to
fmancial constrams the Corporation 1s not m a position to undertake the cons
truction work on 1ts own The matter was taken up with the Haryana Housing
Board but the schemes offered by them were also not found suitable due to
paucity of funds

Govt of India has proposcd to undertale a scheme of providing
House cum Work sheds for weavers for implementation m the 7th Plan
The matter 1s under consideration 1n consultatron with Govt of Indsa

The Handioom Complex at Bluwam has been put to use and the
entwe accommodation 15 bemng vtilised for handloom activities under the
project The constructien was done as per the requirement envisaged under
the project

The contractor has vacated the store With regard to the rent,
the position 1s as under —

The contractor filed a claim of Rs 4 24 lacs of pend ng bills in the
cvil court at Bluwam against the Corpotation  Cn 31 3 84 the BOD of the
Corporation 1n their 33rd meeting constituted a commuittee for negotiating
the claim with the contractor  On the basis of these negotiations the
claim and counter claims vis a vis the Corpr  were finally settled atan
amount of Rs 197,960/ in the Court of Bhiwan: and the case was decreed
accordingly

The Comnuttee observe that instead of incurring  expenditure  on
modernisation of looms heavy expenditure was mncurred on the construc
tion of one complex at Bhiwani and land purchased for Rs 4 48 lakhs for
weavers colony was lying unutilized because no proper planning was made
before 1ts acquisition

The Committee recommend that the reasons for spendmg huge sums on
the construction of a complex at Bhiwam by divertmg funds meant for modern
sation of looms should be mvestigated and responsibility be fixed for the lapses
and a report submitted to the Commttee

The Comuuttee further recommed that complex constructed at Bhiwam
be put to intended use and a scheme be formulated for prope: utilisation of this
land at the earliest
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Paragraph 7 28 2 3 Execution of the Pioject
728232

5 Accordng to the project report the Company was to 1nvest
Rs 347 lakhs on purchase of 2 diesel jeeps, furniture and fixture efc but
the Comptny purchased 3 cars 3 Metador vans furniture and fixtures, erc,
at a costof 10 13 lakhs

Inits written reply the management of the company stated that ‘wlhule
sanctioning the scheme Govt of Indit had authorised mod:ification of the
project during implementation 1f necessary The diesel jeeps were not const
dered practicable for the purpose and therefore two Matador Utiity Vans
were purchased mn liew of the Jeeps The actual cost of the Vans was
higher than that provided for the Vehicles under the scherne The Vans
were purchased at a cost of Rs 152,646/ as agamnst the provision of
Rs 60000/ nthe scheme Three cars were purchased by the Company
for staff use for supervision control and 1inspections of the field units
which were very necessary There1s a provision of Rs 0 lacs of margm
money under head production fimished goods, quality control and the
cost of the purchase of vehicles has been met from thus head The provision
for the furniture and fixtures exists tn the scheme

During the course of oral examination the representative of the
Company stated that omginal scheme was perbaps framed hurriedly and
in fact the Company needed vans

The Commuttee observe that against the provision of Rs 3 47 lakhs for
the purchase of 2 diesel jeeps 1n the project the management spent Rs 10 13
lakhs on the puichase of 3 cars 3 Metador vans and furniture and fixtures
The Commuittee feel that the diversion of funds from the project for the pur
chase of these items was notin the bestinterest of the Company as due
to paucity of funds the project could not be fully and propely implemented

The Committee recommend that the reasons for slow implementation
of the project be exammed by the Management and justification of spending
huge sums on unproductive items 1 ¢ cars farmtures etc should be looked
mto and responsibility for the lapse, if any be fixed and report submutted to the
Committee

Paragiaph 728 24 Modermsation of Looms

6 Under the Project 10000 looms were to be covered during the
peuod of 5 years 1 ¢ 8750 looms under the modernisation scheme and
1,250 looms to be set up i the collective weaving centres Under the
modernisation scheme 50 per cent of the cost of the loom was to be paid to
weavers as subsidy (reimbursible by Government) and the remaining 50 per cent
was to be arranged from banks as loans at an mnfterest rate of 4 per cent The
progress achieved 1n this regird was as under

(2) Although 5000 applications were rec=ived during August 1976 to
March 1983 subsidy to the extent of Rs 0 02 lakh at Rs 296 42 per loom
(average cost Rs 593 per loom) had been given for 6 looms only
against the provision of Rs 41 50 lakhs in the scheme The Management
stated (March 1981) that as prices of looms had gone up, Government had
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been asked to enhance the subsidy and therr reply was awaited Further,
dunng 1982 83, the Company obtamed a sum of Rs 6 lakhs from the
Government for grant of subsidy to weavers for the purchase of 200 Jacguard
and 100 frame looms for modernisation of existing lcoms but no additional
loom was provided and the entire amount had been utilised for marketing

{(b) Asagamst | 250 looms to be provided in the collective weaving
centres proposed to be setup the Company had so far (March 1983)
established one bandloom complex at Bhiwam with 78 looms and 13 centres
inrented premises with 123 looms  The Company has attributed the slow
progress in the establishment of looms to lack of interest by weavers
non avatlabiity of skilled wewers and imsufficient number of tramees
The above contention of the management is not tenable as neither effective

steps were taken to establish looms as planned nor to attract weavels/
trainees

In 1ts wnitten reply the Management of the Company stated that ‘under
the project only 6,450 looms were to be modernised and 1250 looms were to
be set up m the Collecuve Weaving Centres  Under the modermsation
programmes 1t was pioposed 1o grant 50% subsidy to the weavers for con
version of pit looms nto frame looms and frame looms mto Jacquard looms
The scheme was publicised through the Press and through Field staff of the
Corporation and the Industries Department The scheme was reviewed m the
Meeting of the Project Adwisory Board held in June 1977 wheremn 1t was
observed that the response to the scheme was not encouragiag  Only about
500 applications were received but none of the applicant was found eligible

for the grant of subsidy The main reasons for this poor response were as
under

() Weavers did not want to switch over to big looms/jacquards for
lack of marketing facilities

(1) Weavers n the rural area did not want to take equipment on loan
despite the 50 % subsidy offered by the Corporation

45 looms have been modermised under the scheme by the end of

1984 85 The State Govt has allowed the enhanc reent 1 the amount of
subsidy

The Deputy Development Commussioner for Handlooms Govt of India
who attended the meeting of the Project Advisory Board i June 1977 had also
observed that the scheme did not have much scope and the Board recom
mended thit while 1t may remain open to the persons desirous of availing the
facility, as the Corporation could not utilise the funds there under these may
be diverted for providing other infrastructural facilities like marketing
etc, m line with the broad objective of the Project for creating 1infrastructure
factlities for the development of handlooms 1n the State The Govt of India
vide therr letter No 53033/1/76 Tex IV dated 17 4 76 had empowered modi
fication of the scheme if necessary during implementation The Govt of
India was informed of the decision of the BOD of the Corporation for the
diversification of funds from the scheme of modernisation for utiising the
same for proviston of other infrastructural faciities

The details of the funds recerved against the I D P scheme and their
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utilisation are as under —
Year Funds Recened Funds utilised
Loan Grant
1976 77 to 11 25000) | 37 66 000
o 43,72 238 06

1978 79 15 00 000) J
1979 80 15 16,000 20 00 000 " 16 99 05503
1980 81 — 2 00 000 35 57,562 83
1981 82 — 900 000 35041862
1982 83 -— 18 00 000 3,53 558 82
1983 84 — — 91953579
1984 85 —_ 700 000 (Tentative) 949 466 43

41 41 000 —;3 66,000 1220183538

Under the scheme there was provision for only 50% of the cost of the
1250 looms The Corporation had no other resources fo meet the correspond
mg 507 of the cost of the looms  The actnal cost of the looms bas ncreased
by over 1007/ than that estimated 1n the Project Report This revised cost
was accepted by the State Govt but there was no corresponding enhancement
m the original provisions to meet the enhanced cost  As aganst the proposed
outlay for the scheme of Rs 18504 lacs only Rs 12807 lacs was recerved
upto 1984 85  Thus only 70% of the funds of the projected outlay was released
to the Corporation and correspondingly only 70% of the provisions under the
scheme were available under the sub head of Collective Weaving Centres

On the basis of the above the actual target of the setting up of looms
under Collective Weaving Centres comes to about 218 looms against which
185 looms have been set up The weavers were first to be trained Produc
tion was also phased outto avoid accumulation of large stocks keeping in
view the prevailing market situation

The Commuttee observe that no efforts were made by the Management
for the modernisation of looms which was the main objective of the project
As per sanctioned project 10 000 looms were to be covered In 5 years 1€
8750 Jooms under modermsations and 1 250 looms to be set up 1n the centres
Out of 5 000 applications recerved durmg the period from August 1976 to
March, 1983 for modernisation only 45 cases were firalised upto 1982 83

The Management while stating 1n 1s reply that 500 applications were
recerved have not taken 1nto account all the applications recerved during the
period August 1976 Lo March 1983

The Committee feel that the implementation of the project was mus
managed and funds were spent on non priorty and non productive items

S
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mstead of on creating mfrastructure for the development of handloom mdustry
m the State

The Committee recommend that the mplementation of the entire project
should be mvestigated and responsihility fixea for the delays and the various
lapses commtted n the execution of the project and a report submutted fo the
Commttee

The Commuttee further recommend that earnest steps should be taken to
achicve the objective of modermsation and settrng up of looms as provided n the
sanchoned scheme

Paragraph 728 25 Design Cell

7 The Company s major production centre of handloom cloth established
at Bhrwani had no desigaer Under the scheme the Company was required
to provide designs to wveavers but no scheme to provide designs to weavers
had been drawn up  The Companv had however employed (March 1977)
two designers on a monthly salary of Rs 1 600 each who were posted at the
Headquarter office The designers had not prepared any design during the
years 1981 82 and 1982 83 (total salaly pard Rs 038lakh)as they were put
on supérvision jobs for which they were not meant

In 1ts written reply the Management of the Company stated that the two
desigrers employed by the Company were not appointed under the ID P
Scheme  Of these design rs one was working under TOM & D scheme
located at Pampat and he was postud there The other 1s of the rank of
Assistant Director (Desien) and was working under the Institute of Design for
Handicrafts scheme The Inctitute o Design of the Corporation 1s located
at the HQ s at Chandigarh and the Asstt Director {Design) was posted
there to lool after the activities of the scheme

During the course of oral exammation the repiescntative of the Company
stated that no record was mamntained tegarding designs piepared by the
designers  When questioned furthe the representative stated that the
designers were transferied by the Industries Department alongwith the design
centres which were closed by the Company

The Commit.ee desie that as the designers have not been engaged on the
sp:cified jobs, the matter regardmg therr repatriation/utilisation may be
decided at the earlest

The Comnuttee observe that under the scheme the Compny was to
provide design to the Weivers but no scheme to provide this facility to
Weavers was devised by the Management with the result that the objective of
the scheme could not be achieved

The Commutfee recommend that the reasonms for not implementing the
scheme to provide designs to the Weavers and not fimtfully utihising the services
of the two designers by keepmg them away from the major handloom produc
tion centre Bhiwami be investigated and responsibility for the lapse fixed and
a 1eport submtted 1o the Comnuttee
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Paragraph 72826 Modern Dye Houses

8  According to the project report one dye house was to be set up at
Bhrwant with modern facilities vz hydro extractor baby boller efc soasto
provide preweaving facilities relating to dyeing washing efc to weavers
Though the dye house has been set up at Bhywanr the facihity of dyeing and
washing efc 1snot being provided to the outside weavers The Management
stated (December 1983) that the facility was not being provided as there were
no sufficient handloom units 1n the area

In 1ts written reply the Management of the Company stated that
the facility was avulable to the weavers m respect of dyemg and washung ete,
publicity was given to the scheme through Press and through the District
Industries Centres

The Commuttee fee! that the Company could not achieve the objective
to provide the facility of medern dye house to the weavers, which mught be
due to inadequate publicity and huge service charges

The Committee recommend that adequate pubhcity of the faciity be grven
fo attract more weavers to avail the modern dyemng techmiques and charges
shounld be moderate and competitrve

Paragraph 728 27  Raw material bank

9 Ascheme for the supply of yarn to weavers belonging to the
weaker section of soc1 ty at cost price plus nominal handling charges of 2 per
cent as envisaged mn the scheme was also transferred (June 1976) by the
Director Industries to the Company for implementation To start with a
separate revolving fund amounting to Rs 1 90 lakhs was placed by the State
Government at the disposal of the Company The Company set up (March
1977) a yarn bank at Panipat to supply good quality yarn to the weavers m
the State Subs~quentlv durmg the year 1980 81 the faciity was further
extended by making yarn available through Companys various collective
weaying centre, in the State The table below indicates the particulars of varn
supplied by the Company to the weavers under this scheme durmg the seven
years up to 1982 83

Year Quantity Value
(Kgs) {Rupees n lakhs)
1976 77 1716 021
1977 78 14 923 204
1978 79 726 010
1979 80 816 012
1980 81 6 666 120
1981 82 3357 055

1982 83 2204 045
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It may be seen from the above that since 1978 79 the Company had
failed to supply adequate quantily of yarn to the weavers 1n spite of the fact
that the funds for the purpose were made available by the Government
The Company stated (December 1983) that decline in sale was due to the fact
that Cgmpany sold the yarn on cash basts whereas private dealers sold
on credit

In 1ts written reply the Management of the Company stated that the
figures of yarn sale for the year 1983 84 and 1984 85 are as under

Year Value of Yarn Sold Oty
1983 84 Rs 56,030 2335 Kg (Approx)
1984 85 Rs 45000 (Tentative) 1500 Kg ( ., )

The weavers prefer to buy yarn from open market where credit facilities
are availab e and they only approach the Corporation when the market 1ates go
higher At places with large corncentrationl of weavers mulls have opened their
own sale depots and weavers prefer to by duectly as the yarn 1s cheaper here
On account of rapid fluctuation 1 yarn orices 1t was not possible for the
Corporation to maintain stability 1n the rates The Corporation took up the
matter with the Government of India for setting up a yarn sale depot in the
State and also for bringing stability 1n the yarn prices The Central Govern
ment has since initiated action for formulating a scheme for supply of yarn on
stable rates and to ensure uminterrupted supply and proper distribution of
yarn through the orgamsed sector in the 7th Plan Period

During the course of oral examimation, the representative of Company
siated that weavers were purchasing the yarn from the market as it was
cheaper

The Commuttee observe that one of the objectives of the Company
was to provide yarnat cheaper rates to the weavers and 1n #ts achievement
the Management completely failed

The Commrttee recommend that the Management should formulate
suitable plans and devise effective methods to get regular supply of good quality
yarn at competitive rates 1 order to enable 1t to make avalable the yarn to
weavers at no profit no loss basis 1n required quality and quantity

Paragraph 728 28 Traimmng of Wemvels

10 Under the project each of tne 20 Collective Weaving Centres
(10 large with 100 Jooms and 10 small with 25 looms) to be set up was to train
15 persons per quarter These centies were to be training cum production
centres and the admission was confined to persons belonging to weaker
sections of the society with special preference to traditional weavers/haryans
and backwaid classes The period of training which was fixed at 3 months
was extended to 6 months from 1979 80 The table below indicates the
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particulars or number of persons traned 115 @ vis that planned as per project
report on the basis of number of centres set up —

Year Number of Numbei of persons to Peisons actually
centres be traned on the frained during
17 operarnon basis of centres set up the year

1976 717 10 150 +

1977 78 13 780 343

1978 79 13 780 307

1979 80 13 390 128

1980 81 13 390 117

1981 82 13 390 39

1682 83 9 270 88

Total 3150 1042

The following observations ate made®

(@) Tt will be seen from the above table that the number of persons
trained had been far below the number of peisons required to be tramed
under the scheme It was observed that the cost per trainee (including
stipend) which was Rs 735 per trainee n 1978 79 had gone upto Rs 3,199
per tramee 1 198182 which was mainly due 1o the less number of persons
tratned  No records/reports of trainees who left befoic completing prescribed
peuod of training were available

(b) According to the project report each trammee was to produce
375 sq metre of cloth per yeat but the Company had not mamtamed separate
tec~rd to assess the actual quantity of cloth produced by them However 1n
test check of the records of Bluwan: Centre 1t was observed that the produc
tion per tramee per annum was 61 15 sq metre during 1982 83

(c) There was no svstem to monitor the progress achieved by the

trainees and thetr plicement within the Handloom tndustry afier completion
of training peniod

(d) Under the scheme the Company had planned that the peisons
truned would be provided with looms under subsidy scheme and they would
he given job work by the Company to cstablish thems Ives The Companv

as not been able to implement the said plan s no mfrastiuctul. had been
crezted for the purposc However ason 3lst Maich 1983 151 tramnces

after completing the traming with the Co npany weic wotk ng at 1ts production
centres

* Traimng rot complcied during the year
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In its writien reply the M inagement of the Company stated that ?
singe adequate number of trainees was not vailable and because of difficulty
regarding availability of switable ccommodation the centre tramee ratio

rcame down and more centres than envisaged had to be set up to meet the
targetted numbcr of trainees  As against 10 the Corporation had to set up
13 centres This led to increased overhead expenditure on tiginmg than
envisaged The period of training was doubled and on account of inavaila
bility of the trainees, expenditure per trainee increased No action has been
Inthiated agamnst tratnees who left without completing the traming for the
recovery of imount of stipend paid as it was felt that the itigation expenditure
for the recovery will be much more as com pared to the outstanding amounts
Records are being kept of the production by the tramees 1n the centre
The scheme envisaged production of 3 meters of cloth per day from the
first day of trainmng which was not found practicable Further the tramnees
do not work for full 25 days 1n a month and there 15 seasonal/casual absen-
teeism  As per Government of India norms a target of production @ 5 5
meters of cloth per day per loom for the organised sector and 4 5 meters per
loom 1n tne residuary sector for 300 days m a year has been projected for
experienced weavers under the 7th plan

There 1s no special specific provisions for a supervisory/Momtoring
cell for such infrastructure under the scheme Within the constrains of
lumited staff and funds available the reining programme and the schemes
was being monitored and such infrascructure created  After the first year
of training the scneme was reviewed and the training period was increased
from 3 mcnths to 6 months It was not found practicable to maintain records
of those trainees who broke off the contacts with the Corporation The
records of the tramees who have obtained trammg are being kept m the
centres  Employment was provided to the tramed weavers through direct
production on the looms i the production units of the Corporation through
Job work and through Marketing assistance by way of supply of mputs 1nd
purchase of their goods

The Commitiee observe that the number of persons trained were far
below the prescribed targets the cost per trainee mcreased due to less number
of persons tramed and no record cof the tramees who left before the comp
letion of traiming were available with the management with the result that
1o action could be taken to recover the amount spent onthem The
Commuttee further observe that adequate control wag not exercised by the
Management over the trainees to ensure production of prescribed quantity
of cloth fiom them and no system was devised to monitor the progress
achieved by the trainees and their placement in the handloom mdustry  The
Commuttee also observe that none of the persons tramed were provided with
looms unde; the subsidy scheme and job worl by the Company to establish
them 1n the handloom mdust: y

The Commuttee feel that the management not only failed mn traming
adequate number of persons m handloom trade but also could not establish
the small number of persons tramed m the handloom industry by providing
them looms job werk raw material and marketing facility for their manufac
tured goods
! The Committee recommend that the reasons for not tramimg adequate
number of persons, mcrease 1 cost per tramee non production of prescribed
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quantity %f cloth by the tramnees lack of momitoring system, fadure to provide
the tramned persons looms ander subsidy scheme and not providing faciity of
Job work raw material marketing of manufactured goods ete¢ to them be
investigated and responsibility fixed for the lapses and a report submitted to
the Committee

Baragraph 7 28 29  Production peformance

11 The weavine centres set up preduce various handloom products
Such ds bed sheets bed covers towles curtain cloth efc  The table below
1ndicates the production contemplated 1n collective weaving centres as per

project report 15 @ 115 actual production m respect of the looms snstalled for
the fout years up to 1982 83

Year Number of looms mstalled Production Actual Shortfall Percentage

as per*  produc 1 pro of actual
Jacquard Frame Tiawmng norins tion duction  production
looms looms  looms fo norms

(Quantity i meters)

1979 80 — 100 64 3,38,400 117,222 2,21 178 524
1980 81 4 139 58 468400 1,83694 284706 39 2
1981 82 4 166 31 533400 162,323 3,71077 30 4
1982 83 4 166 31 533400 215000 318400 40 3

It will be seen from the above table that the percentage of utihisation
of capacity had been decreasing year afier year except in 1982 83 when there
was some 1mprovement The Company had neither been able to achieve
the target of mstallation of looms nor of production as per the project report
Non availability of trained personal was one of the contnibutory factors for
low production

To monitor the production of the manufacturing umts and also to
watch the optimum utiisation of the lcom capacity the Managementin Apnl
1981 1ntroduced a system under which a separate card was to be kept for each
loom indicating particulars of production 1dle looms ezc  No such record
was maintained 1n the absence of which the 1dle capacity of the each loom
could not be worked,out

In s witten reply the Management of the Company stated that * the
scheme does not lay down the norms of production of the units @ 4 meters
for Jacquard looms and 10 meters for Frame looms per day The maximum
production’ indicated under the scheme after 1mitial traimmng 1s 6 meters per
day for 25 days per month!

The National target of production of handlooms projected mm the 7th
Plan to be achieved by 1990 15 55 meters and 4 5 meters for 300 daysin

* 4 meters per Jacquard loom and 10 meters per frame loom per day for 300 days 1n a yeat
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§ year in the orgamised and the residuary sectors rcs; ectively per day

Moreover, the scheme also envisaged covering of looms by way of Market
Ing assistance It 1s necessary also to keep a wide range of vameties 1n
the sales outlets to attract customers The Corporation s producton capacity
was hmited It was not able to raise working capital from the banks on
account of great difference in the rate of interest between the loans advanced
by the banks to the Coop  Sector and to the Corporation Had the Cor
poration raised the bank loan 1t would not have been able to maintamn
the competitive rates in the marhet wsais the Coop Sector The Cor

poration has to purchase some varieties of handloom products to meet the
market demand

During the course of oral examination the representative of the
Company admitted that the norm of 4 meters for Jacquard loom and
10 meters frame loom per day was prescribed by the Management to achieve
more production and improve admunistration

The Committee recommend that concerted efforts be made by the Manage
ment to improve the production and to achieve the norms fixed by the Company
to reduce the burden of overhead expenses on the cloth produced and reduce
dependence on cloth purchased from Market

Paragraph 728 210  Pricing of handloom pioducts

12 The Board of Directors m August 1977 authorised the Managing
Director to fix the sale price (to be reviewed quartely) of the handloom
products produced in the collective centres subject to the condition that
the Company did not suffer any loss It was however noficed that the
prices fixed 1n February 1980 were not reviewed every quarter and were revised
1n September 1981 when 1t was decided that the sale price of items produced
under each job be fixed by adding 10 per cent towards overhead charges
on the prime cost On account of non review of the prices during February
1980 to September 1981 the Company suffered a loss of Rs 093 lakh as it
couid not even realise the prime cost consequent on the icrease in the
cost of yarn dunng the said period

Further 1t was observed that the actual overhead expenditure 1n respect
of the goods manufactured in the collective centres had been ranging from
20 per cent to 60 per cent up to the manufacturing stage while recovery on
the basis of price fixed i February 1980 was to the extent of 103 per cent
to 18 per cent (agamst 10 per cent decided by the Board)

In its wntten reply the Management of the company stated that the
cost price of the products was reviewed from time to ttme However the
sale price of the items was not always increased correspondingly The
Corporation revises the sale price of the finished goods keeping 1 view
the prevailing market rates to ensure that jts rates remsin competitive

On account of the facts that the prcduction umts were smaller an
widely scattered all over the State yarn 15 to be distnibuted to the 1a-
dividual weavers and finished goods collected and transported to the
Whole Sale Depots and then from there to the showrooms which results
m 1ncresed over heads on staff, rent and transportation etc The Corpor
ation has also statutory obligations to pay mimmum wages bonus
PF Contributions etc and to extend leave benefits, medcial rermbursement
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etc to weavers berefits not avatlable fo the workers 1 the un organised
sector The weavers are st trained "nd then taken over on production
by the Corporetion They re not expettenced hand  Initially therefore
production 1s-slow and of inferior qu~lty A myor comporent of the
financial assistance for running those schemes 15 1n the shpe of loans on
which 1nterest 1s charged and here 15 no moratorium on repayment of
loan The payment of loan instalments started frem the  year following
the release of the first instalment [t was not possible to irrange immedia.e
payment till full productuon capacity utilisation has been reached This
eroded the operational capacity of the Corporation  The Corporation was
not able to make timely reptyment of loan mstalments and as a resulr
Interest and then penal interest on the same siarted acruing imposing In
creasingly heavier financial burden, effecing its fun ti ming  This 1n turn led
to higher overhead

During the course of oral examination on 9th Sept 1985 ihe rep
resentative of the company admitted that there were no tecorded reasons for
Dot revising the prices quarterly The Commuttee desire that the rensons
for not revistng the prices quarterly should be enquired nto and responsi
bility fixed for the lapse

The representative of the Company submitted that the Inctease 1n  over
heads was due to unpaid loan liability over which the Company could not
pay interestand became liable to pay penal interest The representative
further submutted that the matter regarding conversion of loan into equity
had been taken up with the Government which 1f accepted will reduce inter
est liability and enhance gr.nt entitlement from the Government of Tndia

The Commuttee feel that the situation has arisen where the Company
not only failed to discharge its loan liability but was even unable to pay
mterest on the loans taken which was due’ to nordinate delay in the 1mple
melnta.non of the project which has even now not been implemented
fully

The Committee recommend that the Management should evolve a Sys
tem under which the prices are reviewed periodically to have the benefit of
competifrye prices and all efforts should be made to reduce the burden of
overhead expenses by ncreasing production by implementing  the project
fully as early as possible

Paragraph 728 2 11 Production of jute patties

13 In March 1981 the Company took up with the Director of Edu
catron (Schools) of the State Government a proposal for the production and
supply of tat parties (5m x 61 cm) for the Edocation Department Even
without rectving an order from the Education Department the Company
got 3,803 jute parties manufactured auring January 1982 to March 1982
from Textile Development Centre Bhiwang at an esumated cost of Rs 1 02
lakhs and sent a sample to the department which wasg however, rejected
(May 1982) as the matenial was not found to be inconformity with the spe
cification  Only 337 patries had so for (March 1983) been transferred to
other umts or sold and 3 466 parties costng Rs 0 93 lakh were lymg n
stock  No responsibility for production of patties not 1 accordance with
specification had beean fixed and the Company 1s incurnng loss of terest
on the blocked up funds
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Similarly 1274 dunry paities (4 6 m X 46 cm) costing Rs 042 lakh
manufactuied without receipt of any order during 1981 82 for Education
Department had not been accepted (Mav 1982) being below standard The
Management stated (December 1983) that the matter was under correspon
dence with the authorities

In its written reply the Management of the Company stated that
the production of tat patties was taken in hand only after the receipt of con
firmed order from the Department of Education The confirmed order was
recetved vide letter No 19/32 80/Acctt (2) dated 23 128] The specifi-
cations as stated 1n the order were changed by the Indenting Department
subsequently The major portion of the stocks of Tat patties has since
been disposed of at a higher rate then agreed upon with the Education
Department

The production of Durry patties was done under IDP project
scheme for providing employment to tie trained weavers as envisaged
under the scheme as a part of the production programme of the Corpo
ration alongwith other varieties of handloom products Marketing facilities
are provided through the Corporation s sale outlets for the handloom prod
ucts of the units Sp cial efforts are also made to procure bulk orders as
in this case  The majonity of the stocks of durry patfres have been dispos
ed off The durries patties have been sold above the production costs

Durning the course of oral examination the representative of the
Comp ny stated that the raf patties were not accepted by the Education
Department on the ground that these were not manufactured as per therr
specification  When questioned by the Commuttee the representative admi
tted that the funds of the Company were bloched due to rejection thereof
by the Education Department and that the Company was selling these
through 1ts showrooms When further questioned by the Commuttee the
representative admitted that some raf pattres and durty patites manufactur
ed without any order in 1981 82 were sull lying unsold i various showrooms
of the Company for which details were not available with them

The Commutice recommend that the reasons for mnaufacturing tat patt
1es which were not 1n conformmty with the speafication should be mvestigated
and responsibility for the lapse fixed and a report submtted to the Commuittee
The Committee desire that the details of tat patties and durry patties  lyiag
unsold with various showrooms of the Company be mtimated to them The
Committee further desire that the details of loss suffered by the Company m
the sale of these stems be worked out and mntimated to them

Paragraph 7283  Expoit production pioject
728 31

14 A project for the organisationfexpansion and development of
1000 looms (600 fitted with Jacquard and 400 frame looms with improved
apphances) by the Company at Pampat for export ouented development
of haddloom indusury at a total outlay of Rs 40 lakhs was sanctioned
(Jupe 1977) by the Government of India As per the pattein of assistarc
approved by the Government of India the outlay was (o be met as
loan/grant from the Central Government in the ritio of 75 25 over a
period of five ycats Theie against the Company reccived Rs 15 lakhs as
loan and Rs 5 lakhs 1s grant between July 1977 and Match 1983 1he
loan caiied 1nterest at the 1ate of 5 per cent per annumfpenal mterest
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at the rate of 8 per cent por annum The loan was repayable n 10 equal
instalments The Company defanited m the repayment of Rs 6 lakhs
towards prmcipal and Rs 471 lakhs towards interest (including penal
mterest of Rs 203 lakhs) up to March 1983

The Company took up the matter with the Government of India
for the deferment of payment of loan and 1interest thereon which was
rejectod (July 1979) The Company had referred the case to the State
Government (February 1983) requesting permusston for conversion of out
standing loan 1nto share capital and waiving off 1nterest thereon However,
this was not agreed to (April 1983) by the State Government

In 1ts written reply the Management of the Company stated that
“tte repayment of an amount of Rs 225 lacs has been made against
principal The postion of outstanding loan alongwith interest is &s under

(1) Prucipal

Loan due 11,25 000
Loan repard 225000
Loan overduc 9 00,000

(2) Payment of mterest due
Ordinary interest 5,79 819 74
Penal interest 8 43,374 17

The payment of the loan instalments starts from the Ist year
of the release of the funds and there 1s no moratorium period If 18
difficult to arrange for immediate repayments before full capacity of
production 1s reached If ero.les the operational capacity of the Corporation
The matter 13 under coisideration of the Government for conversion of
loan into share Capital and waiving off the interest

During the course of oral examunation the representative of the
Department stated that position regarding repayment of loan by the
Company was under consideration with the State Government

The Committee desire an 1mm diate review of the position as
the burden of penalinterest 1s 1ncreasing because the loanto be repaid
15 overdue

The Committee recommend that the final decision on the repayment of
loan and mterest by the Company should be taken by the State Government
at the earliest as the interest lrability of the Company 1s increasing

Paragiraph 728 32  Project Peiformance

15 According to the project report the scheme was to run on
commercial limes and expenditure of Rs 40 lakhs was to be incurred
within three years from June 1976 The project was intended to develop
and promote production of handloom cloth for export and the exports
were expected to be mcreased by Rs 4 to 5 crores per annum
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The table below indicates the utilisation of loans and grants up
to March 1983 under vartous sub heads as envisaged 1n project report
vis a wis actoals there agamst —

Seral Ttem Provision Actual expen-
Number as per diture up to
Dioject 3Ist March
1eport 1983
(I) Land — 932
(2) Building (Office and dye house godown) 100 0 29*
(3) Furmiture and fixture 050 030
(4} Modern dye house 300 006
(5) Modernisation of looms 950 055
(6) Establishment and margin money 2200 10 02 !
(7) Interest 150 4 41**
(8) Weaver tiaining 250 —_
Total 40 00 2495

According to the project the production of handloom cloth for
export was to be developed within three years from June 1976 e
up to May 1979 but 1t will bs seen from the above table that though
Rs 2495 lakhs had beenspent up to 1982 83 against the provision
of Rs 40 lakhs wirtually no production activity has been started and
balk of the expenditure has been mcurred on land and estabhishment
charges The land purchased m May 1977 at a cost of Rs 932 lakhs
15 lymg unuthsed

In its wrtten reply the Management of the Company stated that
there was provision for building for office Godown Dye House 1n the
Project report for an amountof Rs 1 lac Land measuring over 5 acres
was acquired m Pamipat 1n_early 1977 for the buillding envisaged under
the project as soon as the funds were recerved at a cost of Rs 323 lacs
However due to enhancement 1 compensation decreed by the Civil
Courts a sum of Rs over six lacs more had to be paid resulting 1n
the higher cost of land A plan was drawn up for the utilisation of
the land for the bulding as envisaged m the project report The
bulding on the acquired land could not be constructed on account of
a ban imposed by the Government in May 1977 which was not Lifted
tll December 1980 After the hfting of the ban there was a proposal
to get the building constructed through Haryana Ware housing Corporation
and a2 sum of Rs 1 lac was paid i advance In September 1982
HW C regretted 1ts mability to undertake this work and the amouat
of Rs 1 lac was refunded By the end of 1982 83 the funds recerved

“Rupresents expenditure  on advertisement of tendeis legal charges etc

*?Actyal expenditure 1s more than that provided 1n the project repoit because
the Company failed to repay the loan on time due to financial difficulties
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under the schemes which were only 50% of those envisaged under the
project bad been utiised and no funds were available for construction
of the building

So far no building for this project has been got constructed *

During the course of oral examination the representative on the Company
admutted that the land was purchased though there was no proviston there
of i the scheme and that due to non repayment of loan the amount of
mterest was mounting and the Iand was still lying un utilised The represen
tative further stated that under a diffirent scheme now the Company
proposes to set up a composite processing house on this land at a cost of
Rs 2 crores for which the first instalment of Rs 65 lakhs has been recerved
from Government of India

The Comnuttee feel that it was irregular and illconceived on the part of
the Management to have spent Rs 9 32 lakhs on the purchase of land out of
Rs 20 lakhs received for the project when there was no provision for
purchise of Iand 1n the project, which was still lying un utilised

The Commiftee recommend that the reasons for spending nearly 50 per cent
of the funds received under the project on purchase of land despite the fact
that there was no provision for purchase of land 1 the project be investigated
and responsibility fixed for the lapse  The Commuttee further recommend that
the setting up of composite processing house on the land be expedited and the
Commuttee be kept informed about the progress in the matter

Patagraph 728 33 Peiformance of looms

16  Agamst 1 000 looms planned to be set up only 49 looms had been
set up by the Company up to 31st March 1983 Thetotal production to be
achieved as per noims fixed by the Management from 39 looms 1n 1979 80
and 1980 81 and 49 looms m 1981 82 worked out to 189 lakh metres
Actual production there against was only 067 lakh metres representing
shortfall of 65 per cent  Reasons for low utilisation of handlooms were not
analysed by the Management The object of the scheme had not all been
achieved as the Company had not entered into the export market directly or
mdirectly  In June 1978 the Company appointed two fiims of Bombay as 1ts
selling agents for eaport of handloom and handicraft products but no exports
had been made so far (May 1983) Reasons for lack of interest by 1its selling
agents 1n eXport of handloom products of the Company are not on record

In 1ts written reply, the Management of the Company stated that the
Corporation recerved only 20 lacs out of Rs 40 lacs envisaged under the
project upto 1984 85 1e only 50 per cent of the outlay While implementing
the scheme the Corporation decided to set up only 100 looms under 1ts direct
contiol and cover th. rest indiectly by through job waik and provision of
infiastructure facilities like Marketing support etc and the Govt of India
was formed accordingly Since only 50 pur cent of the funds were received
upto 984 85 out of the 100]ooms proposed to be sct up directly 49 looms have
beens tup Agamst the target of coverage of balance 900 Tooms indirectly
since only 50 pey cent of funds were 1ecetved under the project upto 1984 85
450 looms 1 ¢, 50 pei cent of the target were covered



F’ 21

No production norms have been fixed under the project  The Govt of-
India has fixed Handloom production norms of 4 5 metres per day i the
residuary sector, for 300 days 1n a year, for the 7th Plan to be achieved by
1990 Over 90 per cent of the production under this project has been done
through ndirect coverge and the rest on the dirsct looms of the
Corporatton The production on direct looms was higher than
the production on mdirect looms In 1983 84 there was production of
Rs 1399 852 with an average of approximately 6 meters per day per loom, for
300 days 1n a year which s higher than the National target fixed for the
7th Plan The total production dunng 1982 83 to 1984 85 has been of the value
of Rs 36,93,084 So far handloom production of the value of over 50
lacs has been achieved

Dunng the course of oral examination the representatives  of the
Company/Department stated that though under the scheme 1000 looms were
to be set up yet the Company coulq set up 49 looms and covered 449 looms as

only 50 per cent of the funds under the project were recaived from
Government

When questioned by the Commuttee the representative of the Company
admitted that no exports either directly or mdjrectly were made by the
Company under the scheme

The Commutteo feel that the Management of the Company completely
failed to implement the export production project which was mamly due to
the fact thatnearly 50 percent of the funds were blocked in the purchase of
land, with the result that the Company was left with very hittle funds to spend
on setting up of looms The Committec was convinced that under the project
1000 looms were to be set up to boost exports of handloom goods but due (o
musutihisation of available funds only 49 looms could be set up Moteover, the
mapagement fuled to impress upon the Government the necessity of teleasing
the balance 50 per cent funds unaer the project The Committeo observe with
concern that despite so much expenditure and setting up of some looms the
Management was not able to make any export either direcily or indirectly of
handleom goods

The Committee recorrmend that the mmplementation and functioning of the
Export Produection Project be mvestigated thorougly and responsihhty be fixed
for the omussions and commissions committed the mplementation and
functioning of the project and a report submtted to the Committee

The Commuttee further recommend that concerted efforts should be made by
the Management to nnplement the project and achieve export objective of the
scheme by mcreasing not only production of handloom goods but 2lso by drectly
or mdirectly exportmg them

Paragraph 7283 4 Wemers tiamng

17 Under the scheme the Company was to unpart training to 580 persons
mn three years from 1976 77 to 1978 79 (peroa of training of each trainee
1 year) 1n weaving of handlooms for export purposes on payment of Rs 100
per Lrunee per month No traming has been imparted so far (May 1983)

The Management stated (September 1983) that on jacquard looms costly
cloth was to be produced, and therefore, no traince was engaged The reply
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of the Managemicnt 1s not tenable as 19 frame looms were functioniag under
this project at Panipat where trammg could have been imparted

Inits witten reply, the Management of the Company stated as under -

The Corporation had advertised for 1nviting applications for training on
handlooms under its schemes Response from Pantpat was poor The lack of
demand for tramming was mainly due to the fact that there 1s a large concent
ration of traditional weavers at Pamipat The demand was for employment
and for maketing facthties Accordingly the Corporation s efforts were directed
to meet this demand and for creating marketing facilities keeping in view

the overall objective of the handloom development envisaged m the project
report

Besides the Weavers service centre at Panipat already had well established
facihties for meeting the requirements of tramming

Durning 1the course of oral examination when enquired by the Committee
whether the scheme of imparting training to weavers had been dropped, the
representative of tne Company stated that the scheme had not been dropped

and the Company would impart trainmg to those who come to 1t for
traming

The Commuttee feel that adequate publicity to the traimng scheme was
not given by the Management with the result that persons from the sur
rounding areas could not be attracted for traimmng The Committee also
feel that one of the impediments which deterred people from coming
forward for tramung was the 1nadequacy of amount of stipend offered

The Committee recommend that wide pubhiaity of the traming scheme
brmging out the kind of tramimng given prospects and stipend offered should
be given and efforts should be made to attract people from non traditional
strata of society for the traimmg The Commuttee further recommend that the
amount of stipend should be switably mcreased and the Management should
help the tramees to establish them in handloom industry after trammng

Paragraph 72835 Model dye house

18 A scheme for setting up of model dye house at Panipat (estimated
cost Rs 22 6] lakhs) under the Export Promotion Project for improving
the quality of fast colours of products was approved by the Board of Directors
iIn March 1976 According to the feasibility report approved tn November
1981 a profit of Rs 2 lakhs per annum was expected from the dye house

The Company received a separate loan of Rs 20lakhs from the State
Government 1 March 1982 for implementation of the project repayable
m ten mstalments at 53 per cent 1nterest per annum

As dectded by the Board of Directors, the work of construction of the
dye house was entrusted to the Haryana Warehousing Corporation (HWC)
in Janvary 1982 subject to payment of consultancy charges at 10 per cent
of cost incurred and Rs 100 lakh were also advanced as agreed In
September 1982 the HWC expressed its mmability to execute the work on
the plea that undertaking of deposit work did not fall under the purview of

Warchousing Corporations Act 1962 The advance was received back in
December 1982 after a lapse of one year
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! The Management considered n February 1983 that the setting up of
the said project was not an economical proposttion and 1t decided to set
up. a dye house on conventional lines on the land/sheds to be purchased from
Industries Department and lymg surplus at Panipat  For acquirmg these,
the Company took up the matter (September 1983) with the Industries
Department and the matter was still under correspondence (December 1983)
The amount received from the Government has 1n the meantime, been
utiised as working capital

In 1ts written reply the Management of the Company stated that
‘the overdue loan and interest ordinary and penal aganst this scheme 1s as
under —

Loan overdue Rs 6 lacs
Ordinary interest Rs 3 30 lacs
Penal interest Rs 480 lacs

There wis no condition of mterest being charged when the funds of
Rs 1 lac was advanced to the Haryana Ware Housing Corporation -

The matter regarding the transfer of property of the defunct Woollen
Development Centre to this Corporation 1s under consideration of the
Govt The conventional dye house has been set up

The scheme for the setting up a Modern dye house was submutted to the
Govt of India 1 1980 81 on the basis of then existing requirements of dyemng
and processing faciliues However the funds were received 1n 1982 83 By that
tme a number of dyeing units had already been set up m the private sector and
1t was observed that the project of Modern dye house with a outlay of 20 lacs
would not be economically viable The Board of Directors of the Corporation
1m March 1983 decided to set up a conventional dye house which would be
economically viable  Since the Corporition was not able to cbtamm the
working capital from the banks at competitive rates of interest balance
funds of this scheme were utilised for workimng capital

The Committee observe that the Company obtained loan of Rs 20
lakhs from the State Government for setting up a model dye house which
was not constructed and instead of returning the amount the Manage

ment utiised the same as working capital which 1 fact was misutiiisation
ot the amount of loan

The Commuttee desire that the amount of loan should be repaid m order to
avold burden of interest and penal interest and the Committze be mformed
whether approval of Government was obtamed before using the amount as work
g capital The Committee further deswre that final decision taken 1n regard

to the transfer of property of the defunct Woollen Development Centre by
the Industries Department be ntimated to them

Paragraph 728411 Deielopment of handierafts

19 ~ The Director of Industries on the formation of the Company
entrusted to 1t (June 1976) five schemes for promotion of handicrafts industry
m the state with the stipulation that the grants in aid for the first three

~ i 4
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yedrs would be given to the extent of actual expendifure and to the extent of

50 per cent during fouth year while no grant would be allowed from the
ﬁftﬁ year onwards

The Company incurred an expenditire of Rs 1649 lakhs dunng
the period from 1977 78 to 1980 81 on th implemeniation of the schemes
entrusted and it was entitled to a grant of Rs 1430 lalhs against which
it recelved Rs 12 94lakhs from the State Government up to March 1983
for balance umou~t of Rs 156 lakhs the claims had been lodged by the

Company and the matter 1s under correspondence  with the  Industries
Department (November 1983)

Textile Development Centres (TDC) set up under one of the schemes at
Bhiwan1 Hansi and Sontpat were meant for gving job work to wewvers and
get goods prepared on job rate basis In the Carpet Training Centres
(CTC) at Morniand Pimipat and Girls Durrtes Traming Centers (GDTC)
Tohana setup under the schemes 15 to 20 girls were required to be
trained at each centre The performance of these centres 1n regard to

production salesand inventory for the three years ending March 1982 are
given below —

Units bg emng Production Sale & Transfer Closing balance
arice
as on 1st 1979 1980 1981 1979 1980 1981 1979 19830 1981
April 1979 80 81 82 80 81 82 80 81 82

(Rupees n lakhs)

TDE 045 097 100 234 090 164 139 061 O018_ 109
CTC 011 032 022 029 034 019 036 018 015 005
GDTC 004 007 013 049 007 017 046 004 002 010

Durmg test check of records at Bhiwani, 1t was noticed that the yarp
1ssued to weavers (Value Rs 0 36 lakh) durng the perod April 1977 to
March 1982 had neither been returned nor the job was completed (Aprl
1983) the Manigement has not inrtiated any action to enforce recovery
of the value of yarn

In its wrtten reply, the Management of the Company stated that the
claih has not been recovered and the matter 1s under consideration of
the Govt

There are a large number of parties agamst whom the recoveries are
pending but the amounts of recoveries are small in individual cases The
cases are very old  Some relate to the period before the transfer of the
scheme to the Corporation On account of the No of parties mnvolved
bewng scattered all over the State recovery eftorts have been hampered
An amount of about Rs 4800/ has been recovercd and wvigorous efforts
are bemmg made to recover the balance amount through legal measures
and with the assistance of the District administration

During the course of oral exammation the Commuttee noticed that
only Rs 12 94 lakhs were received from the State Government as agaimnst
the entitled grant of Rs 14 50 lakhs and the balance amount of Rs 156
lakhs was yet to be received and that no proper action had been taken by the
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Department to recover Rs 0 36 lakh from weavers

The Commuttee recommend that matter i regard to claim of Rs 156
lakhs sheuld be expedited with State Government and effective steps should be
taken to recover the amount of Rs 0 36 lakh from the weavers under
mtunation to the Committee

Paiagraph 7284 12 Tiammg

20 The table below indicates the number of looms available for
training the number of persons to be tramed us a wis, actually tramed
duting the five years from 1977 78 to 1982 83

Sertial  Centre Number of Persons to Total Persons Percentage of
number looms be tramed eapacity actually  shortfall
per year Jor trained

traiming

(1977 78

10 1982

83)
1 CTC Pampat 6 20 120 83 30
2 CTC Morn Hills 5 15 90 31 67
2 GDTC Tobana 13 20 120 68 43

Reasons for shortfall 1n tratning were not on record

The Board while reviewing the performance of all the above cited
traiming cum production schemes observed (March 1983) that all these sche
mes were purely of developmeatal nature and moreover such type of
schemes on parallel lines were also bemng run by the Company the schemesg
(except carpet tramning centre at Mornt and Panipat) were vound up during
April 1983

Irits wrtten reply the Manigement of the Company stated that
these were old centres running for a number of years when they were
transferred to the Coiporation m 197778 The tramning potential n the
area was gradually eahausted The stipend under these schemes was very
low, bemg only Rs 45/ whereas under other training schemrs of the
Corpn the stipend was Rs 100/ per month Village Morni hills 15
sparsely populated and 1t was difficult to get the requisite number of
tramees After review the centres were wound up 10 April 1983

During the course of oral evamination when asked by the Commu
ttee 2bout the reasons for shortfall in trammg the departmental repre-~
sentative stated that this wasa very old scheme and 1t was very difficult
for them to get the requisitc number of tramnees The stipend under this
scheme was only Rs 45/ whereas stipend under other tiaummg schemes of
the Corpotation was Rs 100/ per month The training potential n the
allea d“as also exhausted Therefore, after review, these centies were
close

I was furthe: stated that matter was also taken up with the State
Government to enhance the amount of stipend to Rs 100/ to attract
more trtainces to make the scheme successful

The Commuttee reccommend that the matter should be pursied with
the State Government for enhancement of stipend and the decision laken 1n
this regard by the State Government, be mtinated to the Comuultee
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Paragraph 7 28 4 2 Biass artware tramng centre at Rewar:

21 A scheme to tramn 12 artisans per year i the technique of making
fancy designs in sheet metal and moulding at Rewar: was framed by the
Director of Industries and untrusted to the Company (1980 81) for execution
with a capital expenditure of Rs 008 lakh and revenue expendiure of
Rs 0 57 lakh per annum The Company recetved grants m aid of Rs 1 90
lakh fiom the State Government during the years 1980 81 to 1982 83 against
which an expenditure of Rs 0 63 lakh only bad been incurred upto 1982 83
During the year 1980 81 and 1981 82 no trammng was imparted due to non
availability of technical staff and 9 frainees were tramned during 1982 83

In 1ts written reply the Management of the Company stated that ¢ the
funds were recetved by the Corporation i March 1981 1e at the close of the
financial year  The trainng centre was set up after ascertamning the traming
potential  Thereafter suitable accommodation was to be located and
orders for machmery and equipments etc placed The centre was
sct up during 1981 82  There were difficulties m recruiting techmical staff
Then a technician from I DH was posted to run the centre who
could not continue the centre due to ill health A techmical person
was appomted i the centre in Sept 82  In the first batch 12 trainees were
recruited as per the scheme out of which 3 left mid session and 9 were
trained The full strength of trainees was enrolled in the current batch and
the centre 15 functioning

Duiing the course of oral examination, the Committee desired to know
the reasons for fall in number of trainees and about the latest position of
the centre The representative of the Department stated that in first batch
12 trainees were recruited as per the scheme out of which 3 left in the md
session and 9 were trained and full stremgth of trammees was enrolled in the
current batch and the centre 1s functioning smoothly

The Commnitee recommend that Department should try to increase the
strength of tramnees in next batch by giving adequate publicity to the scheme
The Commtitee desire to know the reasoms for withdrawing the money of
grant 11 aid when there was no facthty available for mmparting tramung duoring
1980 81 and 1981 82

Paragraph 7 28 44 Woollen finishing development centre at Bhuwant

22 The Board approved (March 1976) a proposal toset up a Woollen
Finishimg Centre at Bhiwani involving a cost of Rs 6 69 lakhs subject to the
condition that the State Government would meet the entire capital cost of
the project as well as sanction the requsite grants in aud to the Company to
meet the running expendituie for a period of Syears The State Government
pliced grant of Rs 9 50 lakhs (Rs 7 50 lakhs 1n 1976 77 and Rs 2 00 lakhs
1m 1980 81) at the disposal of the Company for the project The Company
in spite of 1eceipt of grant of Rs 9 50 Jakhs from the State Government
dropped (December 1982) the proposal to set up the centre on the ground that
simifar type of centre opened by the Industites Depaitment at Panipat was
lying closed since 1974  the amount (Rs 950 lakhs) received from the
Government had m the meantune been utilised for other puiposes
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The grounds on which the scheme has not been taken up are not tenmable
as this fact was already 1n the knowledge of the Company when the scheme
was approved by the Board tn March 1976

In order to utilise the funds the Company suggested 1n December 1982
to the Industries Department for taking up the Knit Wear Scheme at 5 places
(estimated cost Rs 9 50 lakhs) The Industry Department referred (Feb
rurary 1983) the case to the Finance Department for approval but they did
not agree (July 1983) to the suggestion of the Company and asked for the
refund of the amount The Company paid back (August 1983) Rs 150
lakhs  +he balance amount 1s yet (November 1983) to be refunded

In its written reply the Mapagement of the Company stated that ¢ the
Woollen Development & Fmishing Centre set up by the Govt at Panipat was
closed down There wasa proposal to set up a centre under the Cor-
poration at Bhiwaui and utihse the equipment of the former centre However,
after survey the scheme was not found practicable as there was no potentral
for woollen processing n the area Moreover the machinery of the erstwhile
centre at Panipat was also found to be redundant and obsolete Accordingly
the propo al was dropped and no expenditure was incurred on this scheme

An amount of Rs 1 50 lacs has been refunded

The Commuttee observed that scheme framed tnitialiy was not found
viable as the similar type of centre opened at Pamipat was lying closed and
this factor should have been taken into account while funding the schemeg

The Commuttee recommend that when a scheme 1s framed, all pros and
cons should be considered alongwith 1ts economuc viabiity  The Commuttee be
mformed whether the State Government has agreed nof to seek the refund of
balance amount of Rs 07 lakh utilised by the Managemen: on other purposes

Paragraph 728 4 5 Schemes not unplemented

23 For the development of handicrafts industries the Director of
Industri-s entrusted to the Company the following schemes and giants n aid
amounting to Rs 3 47 lakhs were also placed at the disposal of the Company
up to March 1982 >

1 Dolls and Toys making Centre Hissar Rs 108 lakhs
for 15 trainees

2 Paper Machine Crafts Centre Jind for Rs 0891lakh
15 tranees

3 Hereditory Handicrafts Rs 150 lakhs

(detailed scheme not prepared)

For scheme of setting up of Dolls and Toys making Centic at Hissar a
buillding was taken on hire in lebruary 1982 at monthly rent of Rs 700,
bat due to non availability of techncal peisonnel the building was vacated
i September 1982 afte1 paying unfinitful 1ent of Rs 0 06 lakh s

The other two schemes have also not been taken up by the Company
{Novembe1 1983)
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In 1ts written reply, the Management of Company stated that ¢ the Dolls &
Soft Toys Making Traming Centre has been set up at Panipat  Efforts made
to set up the paper machine centre have not been successful so far on account
of non availability of technical staff The Corporation approached the J &K
Govt the Rajasthan Govt concerned Corporations Employment Exchange
etc but so far no suitable techmcal staff has been found for setting up

the centre

Requisitions for recruiting the staff for Dolls & Soft Toys Making Centre
gt Higsar were sent to the Employment Exchange and the building was
hired simultaneously so that the centre could be set up without delay
However, no- suttable technical person was available When all efforts to
engage the technical personnel were exhausted the matter was reconsidered
+and 1t was decided to vacate the building

Durnng the course of oral examnition the representative of the Company
stated that Paper Machine Craft Ceotre and hereditory Handiciatfs schemes
were yet to be implemented The Commuitee observe that feasibility 1 not
properly assessed before a scheme 15 taken up

The Commuttee recommend that responsibihity be fixed for paymg unfrmtful
rent at Hissar without opening the centre there and that the other tivo schemes
be also mnplemented under mtimaton to the Commit ee  The Committec
further recommend that before openmg a Centre the feasihility studies about
its success should be conducted and nide publicity should be gnen to attract
adequate number of tramees and the amount of stipend should be suitably

mcreased

Paragraph 7 285  Agency Stock
72853

24 A sum ofRs '257lakhs had been recerved from Mewat
Development Board i May 1982 for the development of Mewat Area by
openming trammg cum production centres The Company had not set up any
unit so far (December, 1983)

Pending mmplementation of the above cited schemes, the unspent {unds
(Rs 18 14 lakhs) had been diverted to the Marketing Wing

In 1ts written reply the Management of Company stated that the
Corpoiation has set up 3 Handloom Traming Centies with the funds of the
Mewat Development Board and a sum of Rs 403 lacs (approx) has been 1n
cuired upto 31 3 85 A survey of the Mewat Area has been taken up through
the All India Marketing Cooperative Fabrics Society Bombay on the basis
of which a plan for Intensive Handloom Development Activity 1n the area
will be formulated

Most of the schemes have come 1nto opeiation and the funds utilised for
mairketing are bemg diverted for the implementation of the schemes for
which these were sanctioned The Corporation has reduced its inventory by
approcimately Rs 21 lacs in 1984 85 over the previous year It hasan
mventory of Rs 80 lacs appioximately Concentiated cfloits aie being
made to 1educe the 1nventory fuither
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The Commuittee observe that the funds from Mewat Development : Board
were recelved for the specific purpose of startirg schemes for deyelopment ...
of that area but the Management 1nsiecad of spending the funds on those
schemes used the funds for marketing activittes The Committee feel that
this was clear misutiisation of agency funds by the Management-which
were recerved by them for specific schemes and should - not have been used
in Company s own busimness and the Management should investigate the
matter and fix responsibility for the lapse

The Commuttee recommend that being backward area specific at ention
shoald be given for the develppment of Mewat area and -the Management
should expedite the completion and mmplementation of the schemes earmarked ~
for that area 1n close cooperation with Mewat Development-Board

Paragraph 7286  Wood Carnving tiammg cum production centre at
Pinjore

25 The Management decided in September- 1981 to starta Wood
Carving Training cum Production Centre 1n arsnted bwldmg at Pinjore
(rent Rs 650 per month) comprising an area of 1332 sq ft to manu
facture partition screen small tables jewellery boxes trays cigaiette
boxes bowls etc and to tramn 5 workers in a peniod of six months
by paymg stipend of Rs 50 per month Asper feasibility report prep
ared by the Company the anticipated capital expenditure was to the
extent of Rs 027 lakh avd the sale was expected to the tune of Rs
108000 apainst the expenditure of Rs 108,600 annualy Resultantly .
a loss of Rs 600 was anticipated 1n the mitinl stages and the centre was
expected to show profit in due couise of ime  The production capacity
was 180 screens and 3 600 wooden bowls per annum  The centre which
was set up 1n October 1981 incurred capital e(pendituie of Rs 025 lakh
during 1981 82 on the purchase of machinery electrica’ goods tools ete
and mcurred a loss of Rs 0 20 lakh and Rs 025 lakh during the years
1981 82 and 1982 83 respecuively against the anticipated loss of Rs 600 per
annum The mam reasons for the losses as analysed n audit were (1) poor -
sales due to abnormally lugh (400 per cent ) overhead charges and (11) low-~
production (4 and 13 partition screensand 309 and 902 bowls were pro
duced during 1981 82 and 1982 83 respectively as against the projected
capacity of 180 screens and 3 600 bowls) The Board after reviewmg-the -
performance of the scheme decided (March 1983) to wind up the centre and
directed the Managing Director to look into the matter to fix responsibility
for the poor performance and loss to the Company No such investigation
had been made so far (May 1983)

The centre was wound up iz April 1983 The Company suffered -
aloss of Rs 045 lakh upto the date of closure of the scheme and was
left with capital assets of Rs 0 19 lakh (depreciated value) and accumulated
stock of Rs 0 4] lakh

Ints writren reply the Management of the Company stated.that
¢ this was a developmental scheme and the feasibility report anticipated profit
However during implementation the centre incurred losses and the matter
was reviewed by the BOD of the Corpn  The matter was analysed and 1t
was found that on account of stiff competition for the similar products of +
the neighbouring areas of Seharanpur 1t was difficult to,market the products
of the Centre
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The matter was exammed mn detail and was placed 1n the 33rd mectin
of the BOD of the Corpn It was found that 1lthough the expenditure has
been withm the projections the production was comparatively low causing
losses  Accordingly 1t was dectded to wind up the centre

30

The capital assets are still with the Corpn  and part of the stocks
have been sold off No loss has been suftered on the stock sold

The matter was exammed and a detailed report was submitted to'
BOD wherein 1t was decided that the centre may be closed down

Dunng the course of ora! examination  when asked by the
Commuittee about the reasons for the loss and whether they have fixed the
responsibility, the representative of the Company stated that tnspite of the
fact that the centre had got a draftsman from South India and thewr
Was a supervisor also but they could not get the expected production The
Company representative further stated that cheir was stiff competition for the
similar products of neighbouring areas of Saharanpur so it was difficult for them
to market the products and also the Lost of production was more/expensive
and 1In that situation 1t was not possible for them to fix the responsibility

When the Commuttee desired to know whether the Management had

conducted an enquiry i this regard  the representative stated that no
enquiry had been conducted by them so far

The Commuttee noticed that a deciston was taken for winding up the
centre tn 1983 and a decision was also taken by the Board n 1983 to hold
an enquiry and to fix the responstbility but no action has been taken so far

The Commuttee was also surprised to know that there 1s no record as
to why the investigation was not done

The Comnuttee, therefore recommend that the matter should be
thoroughly looked into and an enquiry be conducted immediatly and a report
formished to the Committee within three months The Commuttee further re
commend that responsibility be fixed for not carrymg out the orders of the

Board for fixmg responsibility for the peor performance of the centre and loss
to the Company

Paragraph —7 28 7 Marketing
728711

26 The  handloom and handicrafts  stems  purchased
from weavers and also produced by the Company are sold durmng fairs and
exhibitions or through its showrooms (wholesale/retail) and collective weav
ng centres The Company has set up four showrooms at Delht Chandigarh,
Madras and Bangalore Besides these there are six retail shops at Bhuwani,
Jind Rohtak Hisar Sirsa and Panipat one sale counter at Shimla and
wholesale depot 1 Panipat and seven collective weaving centres  Sale price
18 fixed by adding 15 per cent to 40 per cent of the cost to cover over
heads and profits irrespective of actual overheads which worked out to
48 per cent and 51 per cemt m 1981 82 and 1982 83 respectively

In the wriiten reply, the Management of the Company stated that All
the activities of the Corporation are developmental 1n nature It has been
entrusted by the State/Central Government with the developmental schemes,
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which do not generate any piofits A mnajor compotient of the financal
assistance for runnmg these schemes was in the shape of loans on which
mterest was charged and there was no moratorium on repayment of loan

The repayment of loan mstalments started from the year following the
release of the first instalment It was not possible to arrange immediate
payment till full production capacity uulisation has been reached This
eroded the operational capacity of the Corporation The Corporation was
not able to make timely repayment of loan instalments and as a result in
terest and then penal interest on the same stirted acurmg imposing 1
cr.asingly heavier financial burden effecting 1ts functioning This 1 turn
led to higher overhcads  The overheads during 1983 84 have bean 56 85%
The balance sheet for the year 1984 85 1s under audit and yet to be finalised
The Corpn has iecently taken the following steps to reduce losses and
overhead percentage

(@) The cash liquidity position of the Corpn  has been mmproved from
Rs 6,08150 as on 311084 to Rs 1454495212 ason 18 685
atH Q

(b) The sales turnover of the Corporation for the yeir 1984 85 has
been 1mcreased from Rs 106 crore in 1983 84 to 122 crore
Further concentrated efforts ate being made to eapand the marke
ting base of the Corporation  Accumulated stocks of the Corpo
ration have been reduced from Rs 100 86 lacs (as on 313 84) to
Rs 7900 lacs (as on 31 3 83)

() The Corporation 1s introducing new schemes which are financially
more viable A scheme for production of Janta cloth sent to
Central Govt 1n 1985 has been approved 1nd production has diready
commenced under the I D P unmit  Under this scheme the Ceniral
Govt subsidises upto Rs 200 per meter on the sale of Janta
cloth Cheap handloom Janta cloth at the rate of Rs 460 shall
now be made available 1n Haryana for the poor sections of the
soctely through the Coiporation s s~les outets This 15 expected to
increase theturnover of the Corpn, and at the same time increase
employment opportunities for weavers & those 1n related trades

(d) The matter 15 under consideration of the Govt for conversion of
the outstandine loan belance into share capital and waving off
of the accumulated interest and to close down certain
schemes entrusted to the Corpn which are can ng mojor losses
and 1 wiuch there 1s no scope for generating funds The Corpn ,
15 also neootiatmg with Nationa! Handloom Devep Corpn for
marketing tie ups on long term basis

During the course of oral éxamimation the Commuttee observed that
the main reason for higher overheads was low production

The Committee recommend that effective steps should be taken by the
Management to increase prodaction and to reduce the heavy burden of over
heads The Commutee be also intimated about the results of various
measures taken by the Company to reduce losses and overhead percentage

Paragraph 7287 Markenng
728712

27 Target of sales was fixed for all the selling outlets only for
the year 1982 83, and these were fixed for 1981 82 only for own showrooms and



. ’i

retall shops  No targets werq fixed for the vear 1979 80 and 1980 81 for any
of the selling outlets The table below Indicates the umit wise sale value of
handloom and handicrafts 1t-ms for four years ended 31st March 1983

Serial , Sale points 1979 80 1980 81 1981 82 1982 83
number
Sales Sales Target Target
Sales Sales

(Rupees m lnkhs)

1 Own showrooms 732 2770 6500 4953 18600 6847

2 Retau shops 380 602 1025 823 27400 10 01

3  Exhibitions and fairs 1239 2353 Not 2922 50 00 2914
fixed

4 Wholesale depot 200 293 do 475 12 00 10 80

5 Others 18 263 do 310 10 00 514

Total 2740 6281 94 83 28500 1,2356

Targets were fixed in the sales meeting held under the chairmanship of
Managing Dircctor but there wasno scientific basis for fiaing th~ targets
Performance was bemg roviewed by the Board of Dircctors Sales m respect
of the sale points for which targets were fixed for the years 1981 82 and 1982
83 were much less than the targets

A committee consisting of Manager (Fmance) and the Manager
(Marketing) which was appointed (June 1982) to review the economic viabt
lity of the showrooms, retail shops etc, considered the working results of
these show rooms/retail shops based on annual accounts for the year 1981 82
which 1ndicates the following posttion

Senal Units Sales Net profit(4)/
number Loss (—)
(Rupees 1n lakhs)
4)) Delhi 521 (—)0 87
(2 Bhiwam 215 (+)016
€)) Siusa 107 (—)009
b Hissar 0 49 (—00s5
&) Panipat 279 (—)0 11
6) Rohtak 0 86 (—o11
W) Jind 0 87 (~-)0 02
®) Madras 24 48 (+)0 60

®) Chandsgarh 19 84 (+)1 01
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The Comnuttee observed (June 1982) that performance of the show-
rooms except at Buwan: Madras and Chandigarh was poor The Board
on the recommendations of the Committee decided (June 1982) as under —

6

(1)

(ur)
(1v)

™

The location of the Rohtak showroom was not suitable and it
should be shifted to some attractive place

The shop at Panipat be wound up and retall sales may be made
from wholesale depot located at that place
Good publicity was required to mmprove sales in Delhi showroom

A new site for Hissar showroom was to he seen by the Chairman,
as the existing site was very small and not sutable

Targets for sale for each showroom be fixed

In view of this decision, the Pamipat shop was closed m March 1983
after incurring an expenditur of Rs 026 lakh (on rent and salanes of staff)
from July 1982 to March 1983 which would have been avoided had the shop
been closed 1n June 1992  Regarding shifting of showioom at Rohtak and
Hissar no action had been taken so far (December 1983)

In its written reply the Management of the Company stated that the iar-

= gets were intentionally kept lugh with mnbuilt schemes of incentives to boost up
sales to the maximum possible The handloom industry 1s characterised by
seasonal demand m fabucs In other words there 1s only a seasonal demand
on festive occasions 1 e marriage oceasions and occasions of other social

{unctions

Stocks remain piled up during the remamning part of the year

There are also frequent changes in customers preferences These problems of
marketing have been aggravated 1n the past few years on account of pre
vailing general slump 1 the textile industry Tt 1s necessary to keep a wide
range of handloom products mn the showrooms for marketing with latest
designs to be able to meet the consumer s demand for all types of fabrics
This requires maintaining of large stocks and also the financal cushion for
adopting to the changing consumer references The Corporation was not 1n
a position to raise working capital to meet the financial requirement due to
higher rate of interest Working caprtal 1s available to the cooperative at
7L% rate of interest as aganst 12}% charged from the Corporations

The sale figures for the year 83 84 & 84 85 and the targets fixed are
as undet —

Year
1983 84
1984 85

Target Sale
285 lacs 106 66 lacs
200 lacs 122 36 lacs (Tentative)

The targets fined for 82 83 were maintained during the year 1983 84

The followmg actions were taken on the suggestions of the
Committee —

M

Offers were mmvited for a more suitable 1te at Rohtak through
the advertisements and the BOD constituted a committee to
finalise lhming of the buwlding Efforts weie made to locate a
more suitible site  Meanwlile the caisting showioom came
mto profit
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(1) The shop at Panipat has been wound up & retail sales are made
through the wholesale Depot, Panipat

(1) Publicity was made & the sale figures have improved
(1v) The Hissar showroom has been opened at the new site
(v} Targets for sale are being fixed for each showroom

The decision to close down the Panmipat showroom was reconsidered 1n
view of the revised marketing strategy and the showrcom was continued for
some more time with renewed efforts to boost sales Sales of Rs 71 297/
was achieved during July 82 to Maich 83 The position was again reviewed
and 1t was decided to close the showroom

Four Shops were in profit m 1983 84 The sales turnover mn 1983 84
was Rs 106 lahhs Tlese was a lass of Rs 1472131 1n 83 84 The accounts
of 1984 85 are under frnalication

During the course of oral examination the representa‘ive of the
Company stated that rates during 1983 84 and 1984 85 were also much below
the targ.ts the decision regarding surtable site at Rohtak was still n  the
way of pro.css and during 1983 84 only 4 shops were 1n profit

On further questioning the Managing Director of the Company
admrtted that though the Board of Directors of the Company had
decided 1n June 1982 to wind up the shop at Pamipat due to losses but
the shop was not closed till March 83 under the orders of the then
Managing Director resulting 1n additional expenditure of Rs 0 26 lakh (on
rent and salanes of staff) but the Board was not informed of this fact even
though 5 meetings of the Board were held during this period The
Managing Director further admutied that though the Board of Directors
bad decided 1n June 1982 to shuft the Rohtak showroom to some attiactive
place the Management has not shifted the show room so far

The Commuttee was surprised and shocked to know that the decisions
of the Board of Directors were flouted with impumty by the then Managing
Director of the Company without even bothering to inform the Board about
1t The Commuttee viewe seriously the erosion of the authority of the Board of
Directors by 1its o™ficers and strongly recommend that the entire matter should
be investigated by the Government and responsibility fixed and the Committee
be mformed about the action taken against the erring officers ncludmg the
then Managing Director who put the Company 1 loss by flouting the orders
of the Board

The Committee further recommend that efforts should be made to
mcrease the sales as 1t will reduce the percentage of overhead expenses and
the new site for Rohtak shop be finahised quickly

The Commuttec also reco nmenld that the tirgets for each showroom be
fixed and position of sales 1eviewdd constantly and steps taken to improve
the sales where it was Lclow {arget affer analysmg the reasons
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Paragiaph 7287 Marketing
728713

28 For marketng no funds have been generated by the
Company and the funds received agamnst various schemes of production/
training activities have been unauthorisedly diverted In marketing wing an
amount of Rs 69 49 lakhs had been blocked 1n the inventory of finsshed
goods (March 1983) To improve the financial position, the management
proposed (February 1983) to improve the existing system of sales and also
to introduce new marketing strategy by purchasmg fast selling goods such
as silk Khaddar and readymade garments This was implemented with effect
from March 1983

In 1ts written reply the Management of the Company stated that “the
Company has not generated funds for marketing and at present an amount-
of approximately Rs 4119 741 stands diverted from other schemes the
Imventory as on 31 385 The sales turn over of the Corporation has
mcereased by approximately Rs 16 lacs in 1984 85 over the previous year The
stock nventory of frnished goods has been brought down by approximately
Rs 21 lacs over the previous year stock posttion

The Committge observed that instead of keepmg unutilised funds of
otler agencies/schemes/projects separately these were blocked 1n inventory
by the Management

The Committee recommend that the stock mventory be reduced to the
minimuin by mereasing sales so that the funds obtained for specific schemes/
projects are utilised on their immplementation The Committee further recommend
that by ncreasmg production and sales and by exercismg strict control on
overhead expenditure the Management should generate internal resources to
meet its requrement of funds for marketing to the extent possible

The following points wer e noticed in 1espect of the working of vaitous
showi coms

Paragraph 7 28 72 Madras showroom
728721

29 An agreement for lease of a bulding was entered Imto on
18th October 1979 for the opening of Company s showroomin Madras from
15th December 1979 on a rent of Rs 8 655 50 per month The Company
took possession of the building on i8th April 1980 after paymg rent from
15th December 1979 The showroom started functioning 1 the end of
May 1980 and as such the rent of Rs 0 43 lakh paid for 5 month was unfrut-
ful  No reasons are on record for delay in taking the possession of
the building by 5 months

In 1ts written reply, the Management of the Company stated that an agiee
ment was signed with the lessor on 18 10 79 for lease of the building on a
monthly rent of Rs 927375 calculated G Rs 375 per sq ft As per
the teims and conditions the lessce was required to pay Rs 4 lacs 1n
advance out of which Rs 50 000/ was to remain interest free advance
repayable at the time of vacation of the premises The balance of Rs 3 5 lacs
w15 to be adjusted m 60 months against the rent payable The Corporation
prd 2 sum of Rs 1 lac as advance 1n teims of the ageement at the
time of signing the agreement Subscquently the party offered the possession
of the bullding w e { 151279 and demanded the agrecd sum of balance



36 -91]

of Rs 3lacs At thisstage, the matter was reconstdered and remegotiated
with the owner and another agreement dated 10 4 80 was signed wherein
the rent was reduced to Rs 865550 per month ealculated @ Rs 3 50 per
sq ft and the advance deposit was also reduced from Rs 4lacs to Rs 3 lacs
qut of which Rs 50000/ was to remamn as permanent advance without
Interest repayable at the tme of vacating the premises and the balance
of Rs 250 lacs was adjustable against the rent payable 1n 60 months Further
it was agreed that the rent shall be payable wef 151279 The possession
of the showroom was taken after the signing of the revised agreement and
its started functionmng from the following month 1¢ May, 1980

The Comnuttee feel that there was no justification 1n not taking
possession of the showroom cven when the Management had been paying
1its rent .or five months and further negotrations could have been held

even after taking possession of the showroom

The Commrtee recommend that the reasons for paymg rent of Rs 043
lakh without takmng possession of the showroom should be ipvestigated
and responstbility for the loss fixed and a report submitted to the Commuttee

Paragraph 728722 Intertor decoiation

30 The work of mterior decoration of Madras showroom (taken on
rent from April 1980) was allotted toa firm of Madras (3rd January 1981)
for Rs 363 lakhs with the stipulatton that the work should be completed
within two months The agreement :inter ala, provided for payment of
Rs | lakk as advance and deduction of 10 per cent towards security from
the runmng bills It provided that for any delay in completion of the
work, penalty at the rate of Rs 300 per day would be imposed After
payment of mitial advance of Rs ! lakh in January 1981 the firm was
further paid Rs ! lakheach in February 198' and December 1981 The firm
left the work incomplete in December 1981 without proper handing
over but even then 1t was paid a further amount of Rs 040 lakh in
Januaiy 1982 The fum served legal motice (August 1982) to the Company
demanding the release of further payment of Rs 041 lakh (Rs 036 lakh
for work done and Rs 005 lakh earnest money) The Company 1eplied
(November 1982) to the legal notice that the marble tiles fitting and
electrical work were still incomplete  Penalty for the delay in the execution
of the work which worked out to Rs 08l lakh had not been clammed so
far (March 1983) No action hdd been taken to get the remaming work
completed at the cost of the firm (November 1983) Reasons for pot
mposing the penalty on the firm for delay m execution of work were

not on record

In 1ts written reply the Management of the Company stated that
the case was pending in the civil courts

During the course of oral examunation the representetive of the
Company stated that the records of the casc wete with the Company’s

Lawyer at Madras

Tn further wiitten reply the Management stated that the interior decoration
of Madras showroom was given to M/s Vee Jay Enterprises on 3 ] 1981
The contractor had left some work mcomplete and had also used some
defective material  The purty has [ded @ suit 1o the Mdias Coust claiming
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Rs 48,61000 (Rs 35600 plus 5000 carnest money plus Rs 8010 as
mnterest charges) The Company has filed reply and the matter 1s still
subjudice -

The Commuttee desire that the reasons for not getting the remainng work
completed at the cost of the firm and for not imposing the penmalty on the
firm for delay in execuhon of the work be intimated to the Committee The
Commuttee further desire that the decision of the Court when recerved be
mtimated to them -

7
Paragraph 7 2873 Shimla showroom

31 The Company opened a sales counter atthe premises of Shimla
Cooperative Consumers Stores Limited Shimla 1n November 1982 The
agreement entered into with the society mfer ahia provided for payment of
4 per cent commission to the society on cash sales and remittances of sale
proceeds by the society by the first week of subsequent month The
Company bas deputed 1ts own staff for management and sale at the counter

-

The feasibility report prepared by the Company anticipated profit of
65 per cent on the immvestment on aturnover of Rs 5 lakhs per annum -

A test check of records i audit (June 1983) revealed as under —

(1) Total sales during the seven months, 1 ¢ November 1982 to May
1983 amounted to Rs 1 46 lakhs (1ncluding sales of Rs 1 23 lakhs during
discount period 1 e Januaiy March 1983) giving a marginal profit of 2 7
per cent against anticipated profit of 55 per cent The normal sales which
were Rs 11 756 10 December 1982 came down to Rs 2,178 in May 1983, as
agamnst Rs 14,500 per month being the breakeven point of sales indicated to
meet the ruanmg cost -

(1) Out of the total stock of Rs 057 lakh as on 1st June 1983 the
stock amounting to Rs 0 31lakh was either dead or non moving

() Remittances of sale proceeds were not made regularly by the
Society as per terms of agreement The delay 1n remittances ranged from
15 to 60 days

t

In its written reply the Management of the Company stated that

the Corporation anticipated sales keeping m view of the city s potential and

the sales were projected for the whole year The sale figure fluctuate depend

mg upon the tourists season and the period referred to from November 1o

May 15 a lean period forsales Even in this period the counter was mm
profit

The dead stock/slow moving 1tems have been disposed of

The matter was taken up wih M/s Shimla Cooperative Consumer
Stores for timely remittance of money and the position has now 1mproved

The accounts for the year 84 85 are yet to be finalised The position
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regarding sales and profit for the year 83 84 was as under e

Year Sales Profit
1983 84 1,41,493 31 4356 19
1984 85 (tentative) 209 180 76 Accounts under finahisation’

Dunng the course of oral examimation the representative of the
Company stated that the counter was runnmg 1n profit

The Commuttee recommend that effective steps be taken by the
Management to clear off the dead and slow moving stock and society should
be mmpressed upon to remit the sale proceeds regularly without delay

Paragraph 72875 Heavy discount sales

32 The Company sells the fimished goods on 20 pe: cent discount
for a period of one month on two to four occasions 1n a year and 1o exhibi
tions  The discount 15 rermbursible by the Estate/Central Government (10 per
cent each) As on 31st March 1983 an amountof Rs 3101 lakhs was
recoverable

The statement below indicates the sales during discount period, vis a
wis total sales for the 4 years endine March 1983

Year Toral sales Disconnt Percentage of discount
sales sales to toral sales

(Rupecs n lakhs)

1979 80 27 30 1513 55
1980 81 62 80 3795 60 -
1981 82 94 83 3871 41
1982 83 12356 7725 63

The table above mdicates that major portion of the sales are being
made during the one month discount period and for remaming period of
11 months the sales are disproportionately low

In 1ts witten reply the Mangement of the Company stated that “the
following measures were taken to improve the sales

() Wide publicity through advertisements 1n the Press and Radio

and through drum beating m rural areas distribution of

s pamphlets and brochures etc and through exhibitions and expos
(1) The marketing base of the Corporation 1s being steadily expaneded

(1) Action has also been mmtiated for marketing tie ups on long term
basis with major orgamisations
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' The sales and rebate sales figures for the year 1983 84 & 1984 85 are
as under

- hd

Rebate sales Percentage
1983 84 Rs 106 66 Iacs 76 75 Lacs 7240%
1984 85 Rs 12236 , (T entative) 73 05 5988¢%

Durmg the course of oral exammation the representative of the
Company stated that major sales are during rebate period and during this
period temporary staff 1s recrurted

The Commuttee desire that details of regular staff in shops and
emporia alongwith temporary staff recruited and how the services of the

regular staff are utihised during non rebate period be Intimated to the
Committee

The Committee recommend that concerted efforts should be made by the
Management to improve the sales durmg non rebate period also for which cost
of production be reduced quahty of the goods produced be iumproved wide

publicity be given to the goods of the Company and new markets should be
explored

Paragraph 7 28 8 Inventory
72881

33 The table below gives the particulars of sales and closing stock
of finished goods at the sales outlets for the 3 years ending Maich 198,

Year Sales Inventory of fimished Stock m terms of
goods inonth s sale
(Rupees m lakhs) '
1980 81 62 80 3348 6
1981 82 94 83 54 66 7 '
1982 83 1,23 56 69 49 7

To clear the old stock the Company allowed (February 1983) a special
discount at the rate of 10 per cent for more than 6 months old stocks and
15 per cent for more than one year old stocks A test check 1n audit of
records of 4 sale umts (Bhiwan Panipat Dellu and Chandigarh) of the
Company (out of 10 units) revealed that these unis had ] eld damaged/
defective matenal valued Rs 058 lakh  Besides, materials lymg for more

than one year (value Rs 518 lakhs) were also held as at the close of the
31st march 1983

The Management had not 1nvestigated the reasons for accumulation of
old/defective/damaged matersal

In 1ts written reply the Management of the Company stated that the
latest position of the value of the stock as on 31 3 85 1s approxumately Rs 80
iakhs and the matter was under ivestigation
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The figures of old stocks, defectivedamaged and slow moving stock as
on February, 1985 are as under —

Rs P

Delln 26191 55
Chandigarh 21836 32
Hissar 3159 50
WSD Panipat 59885 88
Rohtak 2718 91
Bhiwam 6590 55
Jind 372 31
Gurgaon 5997 87
Sirsa 1665 36

128778 25

The Committee recommend that the details of old/defective/damaged
material lymg with other shops/show rooms be also collected and responsibility
be fixed for the defective material The Committee further recommend that
effective steps be taken by the Management to bring down the mventory by
boosting sales and the old/damaged,defective goods be disposed of early

Paragraph 728 8 Imentory
72882

34  Old and damaged matenals valung Rs 091 lakh had been lying 1n
the Madras showroom for more thantwo years No action for therr disposal
had been taken (July 1983)

In its wnitten reply the Management of the Company stated that a part
of the old/damaged material lying m Madras had already been disposed  of

During the course of oral examination when asked by the Committee
about the loss suffered by the Comany m disposing of the old/damaged
material at Madras the representative of the Company stated that they have
asked their Madras Branch to send the latest position

The Committee deswe that desred mformation m regard to
the loss alongwith reasons for such loss should be furnished to the Committee
at the earhest

The Commuttee recommend that the Management should mvestigate as to
how the old and damaged matenial valung Rs 091 lakh was allowed to
accumulate there and why no steps were taken mr tume to dispose of the
matenal



L

]
i

= 41
Earagraph 728 9  Participation m IXth Asian Games

35 The Board of Directors approved a proposal (September 1982) to
participate 1n IXth Asian Games by establishing sale units of handloom
and handicrafts goods The Games authorities allotted 2 kiosks and 1 shop
(at Indraprastha Stadmm) to the Company at a consolidated rent of Rs 0 30
lakh for the duration of tne games The Company deposited Rs 0 50 lakh
with the authonnes for using logo and mascot of Appu on the various
handloomn and handicrafts items meant to be sold  Furth-r a sum of Rs 123
lakhs was spent on the intertor decoration of the kiosks/shop and conveyance
and other expenses and the wumits functioned between November and
Decemb r 1982

According to feastbility report (September 1982) the Company ant-
cipated sales and net profit of Rs 25 lakhs and Rs 15 38 lakhs respectively
The Company purchased (October 1982) varrous handlooms and handicraft
items valued Rs 562 lakhs (Rs 4 66 lakhs purchased and Rs 096 lakh
manufactured 1nternally) for sales dunng the games The Company could
sell items amounting to Rs 081 lakk only and suffered a loss of Rs 1 80
lakhs Besides this handicraft items valued Rs 506 lakhs remained unsold
at the conclusion of the games

The matter regarding the performance of sales during the duration
of Asiad was brought to the notice of Board of Directors 1n February 1983
which took a serious view regarding sales and loss The Board desired an
enquiry i the matter to fix responsibihty and authorised Managing Director
to dispose of the goods either at cost price or even below the cost price to
minimise the loss

The committee constituted by the Board after going through the
purchases which had been made without tnviting tenders opined (September
1983) that the prices paid on various products purchased appeared to be
on the high side The Committee was also constrained to note that the
entne planning and execution of the project which had put the Corporation
to a heavy loss (Rs 500 lakhs to Rs 6 00 lakhs) had been unfortunate
The Commuttee recommended that immediate steps should be taken for
disposal of the dead stocks held The unsold items of Rs 4 65 lakhs were
transferred subsequently to different showrooms The sale of these 1tems bad
not been possible even at the discount of 40 per cent as the material with

logo and mascot of ‘Appu had no attraction

The loss of Rs 1 80 lakhs would further inciease when the handicraft
items 1n stock would be disposed of

In 1ts wiitten reply the Manhagement of the Companv stated that
there was less public attendance than anticipated during the Asiad which
1 turn affected the sales

A large part of the stock has been disposed of The exact loss
in the deal can be worked out only after the disposal of the entire
stock

During the couisc ol oral examination the representative of the Company
stated that three outlets in the stadium/complexes were allotted to the Com
pany by the Astan Games authorities during the IXth Asian Games and the
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Company could make sales of Rs 08l lakh anda large number of itmes
(valued Rs > 06 lakhs) remained unsold at the conclusion of the games due
to less public attendance than anticipated during the Asiad The representative
further stated that goods costing Rs 2 50 lakhs which were out dated were
still lymg unsold and the remaimng goods we e sold at dyscount

[

The Commuttee desire that exact loss i the deal should be worked out at
earliest and the Committee be nformed accordingly The Commuttee further
desire that the remaimng goods should also be sold early to save the company
fiom further loss due to the goods becommg old aund obsolete The Committee
recommend that the Management should enqure whether the loss suffered by
the Company due to less sales was not on account of purchase of old and out
dated goods by the officer responsible for the parchases

Paragraph 7 28 10 Survey mn the filed of handloom and handicrafts

36 The State Gove-nment sanctioned a grant of Rs 080 lakh to the
Company for conducting a sectoral profile of bhandloom and handicrafts
based on a survey of the industry in the State The Company engaged
(Aprl 1982) the Admustrative Staff College of India (ASI) Hyderabad for
conducting the survey at a cost of Rs 0 70 lakh

The AST subnutted 1ts report m November 1982 dealing with matters
relating to assistance to weavers supply of yarn marketing of goods produced
by the weavers modernisatton of looms preparation of budget 1mprovement
Im co ordination between marketing of wholesale trade monitoring of financial
transactions functioning of yarn banks ¢fc No action had however been
taken by the Management on the above report (May 1983)

In 1ts written reply the Management of the Company stated that The
recommendations of ASI are comprehensive and action on the recommenda
tions 15 bemng taken up in phases

During the course of oral examimation, when asked by the Committee
about the action taken by the Company on the 1eport submitted by the adm
nistrative staff coliege of India in Novembe: 1982 the Managig Director of
the Company stated that the Report has become old and they are considering
to get the survey conducted again

The Commuttee observe with concern that thouoh the Survey Report was
got prepared at a cost of Rs 070 lakh 1 1982 no action was taken by
the Management to implement the recommendations in the Report with the
1esult that the whole expenditure became infructuous

The Comuuttee strongly recommend that the reasons for not mmplementing
the recommendations of the report be mvestigated and responsibility fixed for
the lapse and a Report submutted to he Commuttee The Commuftee should
also be kept mformed 2bount the progress of new survey bemng planned to be
got conducted by the Managenemt

Paragraph 7 28 11 Aecounting manual and mteinal audit

37 The Company h1d not drawn up a manual laying down the account-
mg.procedure so far (May 1983)

»
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The Company apponted a firm of Chartered Accountants in_June 1976
to work as lnternal Auditors for the year 1976 77 ata consolidated fee of
Rs 2400 per annum (plus other out of pocketexpenses) The services of
the same {irm were extended from time to tume up tol

gimultaneously the Company copstituted (August, 1982) 1ts own mternal
audit wing headed by the Company s Sen1or Auditor taken on deputation
from State Government The firm of Chartered Accountants mainly assisted
the Company 1 the f nalisation of annual accounts and the work of mternal
audit both by the firm of Chartered Accountant and Internal audit wing was
confined to routme check of Company s {ransactions and the scope an

extent did not nclude operational aspects of performance and also cosing
and marketmng Their reports were also not placed before Board of Directors

43

[n 1ts writt=n reply the Management of the Company stated that ‘ no
manual of the Accounting procedure has been drawn

The system for placing the reports of mnternal anditors before the
BOD has been introduced

Durmg the course of oral examnation when asked by the Commuitee
about the procedure adopted by the Company 1 regard to accounting
Manual and Internal Audit the representative of the Company stated that
no Manual of Accounting Procedure has been drawn and the Company
has adopted the general commercial procedure and delegated all finangial
powers to the Managing Director

The representative further stated that they have also introduced the
system of placmg the reports of Internal Auditors before the Board of
Directors

The Commuttee feel that 1t would be very difficult for the Manage
ment to exercise control at various levels without preparng an accounting
manual

The Commuttee, therefore, recommend that manual should be drawn
up laymg down the accountmg procedure at the ecarlest

Paragraph 7 28 12 Working 1esults

33 The workmg results of the Company showed profits Rs 3 43 lakhs
and Rs 010 lakh during 1979 80 and 1980 81 respectively and a loss of
Rs 6 49 lakhs and Rs 17 51 lakhs during the y.ars 10g1 82 and 198283

The Management attributed (February 1983) the lossin 1981 82 to

— reduction 1n the mncome by way of interest on fixed deposit and

fall 1n the amount of the substdy from thestate Government > As

subsidy was enly towards reymbursement of expenditure ineurred
{all n the amount of subsidy cannot be a factor contnbuting ta
losses an andlysis 1N audit revealed that the losses wert
mainly due to incieass in expenditore non-utilisation of prod
uction capacity

In itswritten reply the Mapagement of the Company stated that

s the accounts for the year 84 85 are under finahisationt During the year 83 84 -

-

the Corporation has suffered 2 loss of Rs 14 72,131 and accumulated losses
up to 83 84 were Rs 51,27,160

[
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- Regarding the steps taken to reduce the losges and make the units
viable The Corpn hag recently taken the following Steps to reduce losses
and overhead Percentage ~

(a) The cash hiquidity position of the Corpn  has been improved
- from Rs- 608 150 as on 31 19 84 to Rs 1,45 44,952 12 3 on
~n 186 85at g Q

(B) The sies turnove: of the Corporation for the year 1984 85
has been Increased fiom Rs | 0g crore in 1983 84 to Rg 122
crore” | Further concentrated efforts are being made to expand

., the marketing base of the Corporation Accumuiated stocks of

- .~ the Corporation have been reduced from Rs 100 86 1acs (as on

31384 to Rs 79 00 lacs (as on 31 3 85)

~ - < Central Govt 1p 1935 has been approved & production has
already commenced under the IDP ypyt Under this scheme”
the Central Govt  subsidises up to Rs 200 Per meter on the
sale of Janta cloth Cheap Handloom Janta cloth at the rate of

3 of the_same time increase employment opportumties for weavers
and those 1n related trades -

marketing e Uups on long term bags *

() The matter 1s' under consideration of the Govt for conversion
T¢lof ¢ ¢ oufstandmg loan balance into share capital and waiving
off of the accumulated interest .

~~r

(b) Close down of schemes which are not viable
; -

(¢) Intioduction of scheme for ptoduction of Jants cloth

The Commuttee feel that the steps taken by Management to reduce
the losses a;e IrlOf sufficient
i

[

3
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reduce the loss and the Management should mmprove production and sales of
goods by better market strategy control over expenditure rgguce averherd
expenses by close supervision and effective cost control and by introduging
monitoring system at every stage of production and sales )

Paragraph 7 28 13 Sundry debiors and sales straleg)

728 13 1 1

39 The sundry debtors 1152315, sales for the four yeass ended
31st March 1983 are detailed below —

Year Debtors Sales Percentage
Total duiing of debtors
Less than More the to sales
6 months than year
6 months
(Rupees i lakhs)
1979 80 185 207 392 27 41 14
1980 81 220 349 569 64177 9
1981 82 872 277 11 49 94 93 12
1982 83 811 1149 19 60 1,23 56 16

The percentages of sundry debtors to sales decreased form 14 per cent
to 9 per cent 1n 1980 81 as compared to 1979 80 but 1t mereased to 12 per
cent m 1981 82 and 16 per cent 1n 1982 83

According to the approved credit sales policy  private parties Wwere
entitled to credit sal¢s for a period of 30 to 90 days against accepted hundies
For credit sales beyond Rs 010 lakh to one party prior approval of the
Managing Director Was required The units did not follow he procedure
and credit was allowed to private parties withiout any accepted mndies
and without prior approval of the head office Goods were also supplied
to Government Departinents on credit The particulars of amounts outst
anding as on 31st March 1983 from private parties, Corporations and
Government Departments are given below —

Corporations and Pinate parties
G nver nutent
Departments
Number Amount Number Amount
(Rupees m
lakhs)
(Rupees n lakhs)
1 Debtors for 65 304 5 007
Iess than
six months
2 Debtors 47 084 22 165
for more .
than six

months
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Out of 22 private parties the Company had initiated legal proceedings
against four for recovering Rs 119 lakhs and the cases were Sub judice
The Management timated (December 1983) that cfforts were being made

to recover the amount by correspondence personal visit and through court
tases

In 1ts written reply, the Management of the Company stated that the
pefcentage of debtors to sales has increased 1n 82 83 on account of increase

in credit sales to boost the turn over The latest position of Sundry debtors
viz agewise break up 1s as under

(1) Less than 6 months 370 945
(1) Above six months 405148
776093

—

The percentage of debtors to sales has been reduced to 7 30 during 83 84
The approved credit sales policy was being followed while making credit

sales  However the debtors defaulted The amount outstanding by the
end of 1983 84 1s as under

8) Corporations 2 40,893 ~

by Govt Departments 379 908 -

¢) Private parties 155292 ’
176,093

The legal proceedings have not been finalised

During the course of oral examination the representative of the Company

stated that as on 3ist March 1985 the outstanding recoveries were amounting
toRs 47333712

The Commuttee recommend that the effective steps should be taken by
the Management to recover the oufstanding mounts at the earhest possible
and the Comimttee be nformed about the progress achieved m the matter
The Comumttee also desire to know as to why and under what circumstances

so much amount was allowed to remam un recovered for such a long time
and who was responsible therefor

Paragraph 7 28 13 Sundry debtors and sales strategy
728132

40 In July 1981, the Madras showroom arranged to supply products
to Co optex Madras on reciprocal basis with a stipulation to settle the dues
by payment of bills  Under the arrangements goods valued Rs 16 84 Jakhs
were supplied during September 1981 to July 1983 out of which a sum of
Rs 1009 lakhs was paid and material valued Rs 0 80 lakh were received
The balance amount of Rs 5 95 lakhs was stll (July, 1983) to be recovered

i
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Co optex Madras had offered (December 1982) to supply goods to the
Company equrvalent to the value of the amount outstanding on the ground
that no payment was contemplated under reciprocal system but this was
rejected (February 1983) by the Company The delay in recovery of the dues
from Co optex resulted in loss of interest amounting to Rs 0 48 lakh to the

Company (up to July 1983) on the goods supplied during September 1981 to
March 1983

In 1ts written reply the Management of the Company stated that the
amount had be n adjusted This was a barter deal ind no interest was charged
on erther side

When asked by the Committee about the latest position of the recovery
agamst the prnivate parties the Company representative stated that out of
the four cases 1n  three cases court decre s were granted in favour of the
company involving an amount of Rs 155 lakhs The reprcsentative further
stated that they are pursuing the matter to execute the decrees

The Commttee recommend that the reasons for allomng  credits and
accumulation of dues agamst the private parties should be investigated and
responsibility be fixed for the lapse

The Commttee futher recommend that the matter shonld be vigorously
pursued by the Management and Commnttee be informed about the latest
position of the outstanding recoveries agamst the private parties from time
to time

Paragraph 7 28 14 Outstanding 1ecovevies

41 An amount of Rs 566 lakhs was recoverable from members of
the staff of the Company as on 31st Much 1983 The recoverics pertain
to advances givento employees but not reeovered shortage in cash shortage
of matenial 1n centres and exhibitions excess consumption of raw material
beyond sp.cified norm excess runming of vehicles efc

A test check of the records relating to these advances revealed the
following points

(1) Recovery of Rs 173 lakhs (including Rs 40 463 from one person
wag outstanding against certain employees sice 1978 79 but no effective steps
had been taken to enforce 1ecovery In some cises the emplovees had left
the services

(2) Recovery of Rs 0 30lakh was due floma former Chairman of
the Compauy for journeys performed beyond permussible himits in Company s
car

(3) Inrespect of shortages of material recovery was advised/made
at the cost price instend of at selling price plus loss of intcrest to the
Company

_ (4) Recoveries amounting to Rs 064 lakh were yet (March 1983) to
be investigated

In its wntten reply the Management of the Company stated that
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& The outstanding amoint recoverable as on 31 3 84 was Rs 555308/
and on 31 385 Rs 507 68> (teatative) Of the above tmounts ks 91 753/
1s outstanding against ex cmployees igunst whem action has been mitiated
The amount outstanding 1gawnst the employees of tle Corporation 15 being
recovered @ 1/3rd of then salaries

The case for recovery from ex chairman s under conisideration of the
Government The recovery of shortage 1s now debited 1t the selling price
There 15 no practice of recovery of intercst charges in this or any of the
sister Corporations unde: the State Government

As agamnst amount of Rs 064 incs of outstanding recoveries in
March 83 omnly Rs 20337/ were recoverable undei the hend of shortages
on 313 84

During the course of oral examination the representative of the
Company stated that the outsianding amount recoverable as on 31 3 1984
and 3131985 was Rs 555308 and Rs 570685 (Tentative) respectively
and Rs 91,753 was outstanding agninst ex employees of the Company

The Commuttee observe that the Mangament has failed to 1ecover
the outstanding amount and no proper action has been taken by the
Management against the employees against whom substantial amounts are

outstanding since long

The Committee recommend that the reasons for allowmg the recoveries
outstanding for such long periods should be investigated m each case and
responsihlity be fixed for the lapses and a report submitted to the Commitee

The Commnttee further recommend that the Management snould take
effective steps to accelcrate the recoveries of the ontstanding amounts and
action be taken against the defaulting officers/officials of the Company for
pot paymng the amounts outstanding agamst them

The Commtitee also recommend that the final deciston regardmng
recovery due from the ex Charman should be taken by Government and the
recovery be expedited The Committee desire that recoveries of Rs 0 64 lakh
be mvestigated and a Report submitted to the Committee

The Committee also desire that the rationale behund effecting recovery
at cost price mstead of selling price be re exammed as the Company s
meurring mterest charges on the blocked fimds towards recoveries

GEENRAL

42  Whie examining the various State Government Undertakings in
Haryana the Committee have come across cases where advances of large
amounts granted to employees remained unrecovered for years

The Commuttee observed that these advances were granied for various
official and personal purposes and at times amount of shoitages losses
attributable to the employees were also placed under advances recoverable
from them The Committee further observed that tthe advances were not
covered by adequate security/surety and their recoveries were not bemg
constanily watched

T
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The Commuttee feel that the system of granting advances was
defective as in many cases the advances remamed unrecovered 1mn the
event of employees retirement, resignation leaving the employment demise

etc and ultimately leading to piolonged lrugations and the amounts have
to be written Off

49

The Commuttee recommend that the Fmance Department should examne
the matter and frame unform guidelines regarding grant of advances to
employees of all undertakngs so that the advances granted are covered with
adequate sceurity and recoveries are effected promptly and the undertakings
are not put to loss on sudden exit of the employee Or have to enter 1M
prolonged hitigations The Commuttee farther recommend that the Finance
Department should also consider laymg down gwde lnes for the number of
advances and the monetary Jumts upio which these could be granted to various
categories of employees and the nature and extent of security reqmred to
be obtamed The Commuttee desire that a report regardiig action taken
be subputted fo them three months
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