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INTRODUCTION

1 Narpender Singh Chairman Committee on Public Undertakings having been
authorised by the Commiuttee in this behalf present Forty Third Report of the Commuit

tee on the Report of the Comptroller and Auditor General of India for the year 1994 95
(Commercial)

The Commuttee orally examined the representauves of the Government/Under
takings/Boards

A brief record of the proceedings of vartous meetings of the Commuttee held
during the year 1997 98 has been kept in the Haryana Vidhan Sabha Secrelariat

The Commuittee are thankful for the assistance rendered by the Accountant Gen
eral (Audit) Haryana and his staff

The Committee are also thankful to the representatives of the Government/Un
dertakmgs/Boards who appeared before the Committee from tume 10 time

The Commuttee are also thankful for the whole hearted and unstinted co opera
ton extended by Secretary/Under Secretary and lus staff

CHANDIGARH NARPENDLR SINGH
The 13 th January 1998 CHAIRMAN
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REPORT

2A HARYANA STATE SMALL INDUSTRIES AND EXPORT CORPORATION
(REVIEW)

2A 7.2 Working of raw material depots

-

1 The Company was runntng 15 raw material depots i the State for receving
supplies of raw materials and its sale to SSIs In addition three agencies at Jagadhn
Faridabad and Chandigarh, were handhing matenials of Hindustan Zin¢ Limited and
Hindustan Copper Limited The Company had not prepared the working results of the
depots showing the viabiity of each depot Based on the margin earned on sales and
expenditure operational results of the depots as worked out 1n audit for three years up
to 1993 94 are tabulated below —

Year Number of Gross Number of  Amountof  Overall
depots profit in depots _~ Eross profit

eaming lakhs of mcutring loss

profit rupees loss e

.~ Rupees 1n lakhs)
1991 92 14 107 47 1 024 107 23
1992 93 7 36 56 8 643 30 11
1993 94 6 4527 9 11 44 33 83

After decontrol in the price of Tron and Steel in January 1992 mumber of loss
mcurring depots mcreased from one 1n 1991 92 to mne 1 1993 94 The sale of these
depots had also dropped The above profit (which does not take mto account the Head
Office expenditure) 1s to be viewed 1n the hight of the fact that the Company had pad
mterest of Rs 53 09 lakhs Rs 49 91 lakhs and Rs 49 39 lakhs during the above three
years respectively chargeable mamly to the raw material activity It was noticed m
audt that margin on sale of matenals handled by seven and erght depots was not sufficient
even 1o cover expenditure on salary duning the years 1992 93 and 1993 94 respectively
No action to make these depots viable was taken by the Company

The Board of Directors approved (March 1994) closure of two depots at
Kurukshetra and Mand1 Dabwali in order to curtail the loss to some extent The dect

*Includes Rs 5 07lakhs Rs 572 lakhsand Rs 10 27 lakhs repres.nting agency
commussion durng three years respectively in respect of Fandabad depot



sion was however deferred by the Board 1n June 1994 1 view of representations re
cewved from the Industrial Associations of the concerned stations without taking mea
sures to make them viable It was seen mn audit that these depots had suffered further
losses amountmg to Rs 3 29 lakhs (Kurukshetra Rs 2 23 lakhs and Dabwali Rs 106
1akhs) from Apml 1994 to November 1994

The Management stated (July 1995) that efforts would be made to ensure that all
the depots were economically viable

In therr wntten reply the Government/Corporation stated as under —

The Corporation was set up to supply the raw materals and provide marketing
support to the small scale mdustrial vnuts of the State The Corporation 1s operating
15 Raw Maternal Depots and 3 Consignment Agencies to cater the raw material
requrements of these units The raw matenal depots are located 1n all the Districts
of the State except Panchkula Narnaul and Kaithal

Prior to January 1992 S 81 Unats were substantially dependant upon the sup
ply of 1ron and steel 1tems through the Corporation out lets As such almost all
the Raw Matenal Depots of the Corporation were able to generate sufficient
mcome to cover the expenses With the lifting of control during January 1992
the viability of many a depots was adversely affected Immediately after de
control most of the depots could not compete with the private traders and the
number of depots incurning losses mcreased The Board of Directors had also
decided to close two Depots at Kurukshetra and Mandi Dabwah to curtail the
losses bemng mcurred by the Corporation However tne aecision was dererred
due to the representations made by the Industrial Associations of these distnicts

The Corporation evolved a contingency plan to meet with the challenges of the
new situation and signed MoUs with SATL to ensure lifting of a mmmum quantity
coupled with financial incentives offered by the SAIL. Most of these financial
mcentives were passed on to the customers and the Corporation was able to
ensure hiftmg of matenal from the SAIL stockyard or to take direct deliveries
from the Rail Heads At present SAIL 18 operating 1ts stockyards at Fandabad
and Chandigarh and both these stockyards cater to the requirements of the State
The customers of the Corporation were also encouraged to lift the matenal duectly
from the SATIL stockyard or to take delivery directly from the Rail Heads As a
sequal to 1t most of the sales of the Corporation are being effected through the
Faridabad and Chandigarh outlets and these sales are booked through these Depots
As such thes¢ two depots have become most viable and viability of other depots
depends upon the sale ability of the matenals m the respective area depending
upon the compettbion faced by these Depots wath the traders Notwithstanding
the fact that some of the depots have become unviable due to the change m the
policy overall performance in the raw matenal activity 15 generating sufficient
profit to cover the expenses of all these depots
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The Profit/Loss Account of the Raw Material Activity for the past five years1s as

under —
1992 93 1993 94 1994 95 1995 96 1996 97
(4/96 to 8/96)
Sale 3562 5200 9432 10877 64217
Profit/Loss (1051 ()3441 10033 56 24 42 59

Note Figures m Rs lacs

However Corporation 1s contemplating to cntically review the funcuonmg of
these depots and take remedial steps 1o make all of them viabie

The Commuttee noted the poor performance of many of the raw matenal depots
and their continuous losses The Commuttee 1s of the view that the depots which
are mcurrmng heavy losses and no substantial promotional objective 15 achieved
by them should be closed down mmediately

The Commuttee, therefore, recommend that only the viable depots should be
contmued and unviable depots should be closed down mmediately to ayoid further
losses to the Corporation The Comunttee further recommend that the Jatest position
of the depots alongwith their working and action taken on the above recommenda
tion be iIntimated to the Commuttee within three months

2A 74 Shortage of raw materials

2 Shortage of raw materials valued atRs 15 34 lakhs noticed at the tume of sale
of stock items at various depots relaung to the years 1986 87 to 1991 92 had been
debated to concerned officials The Company had 1ssued charge sheets to 25 offictals 1n
June 1992 for explaining therr position relating to shortages valued at Rs 8 06 lakhs
upto 1990 91 Though replies to the charge sheets had been recetved between June
1992 and December 1992 further action to make the loss good had not been taken
(Apnl 1995) The Company had not taken any action to mvestigate the remamng
shortages valued at Rs 7 28 lakhs up to 1991 92 The Management stated (July 1995)
that the matter regarding the causes of the shortages was under consideration Further
developments were awaited (August 1995)

In their written 1eply the Government/Corporation stated as under

The matter was brought to the notice of Board of Directors m tieir meeting
held on 11 6 1997 B O D considered and approved the proposal to waive of
Rs 9 64 690 and to recover Rs 5 85 145 from 33 officials Accordingly
action 1s being taken up by the concerned Branches



The Commuttee recommerid that the shortages of Rs 5 85 lakh now identified
by the Corporation be recovered from the officials/officers under mtimation to the
Commuttee

2A 81 Avoidable loss due to defective agreement

3 The Company entered 1nto an agreement (January 1990) with M/s Bala s New
Delin for arranging export of teadymade garments under ts Past Performance Entrlement
(PPE) quota 1990 Terms and conditions of the agreement Inter alia provided that

the Company would receive a commission of 10 per cent on floor prices
Jixed by the Central Government Jor PPE allotmeny

the firm would furnish a bank guarantee of Rs 7 35 lakhs (10 per cent of
PPE) to cover the risk of the Company for not executing the total allocanon
of PPE worth Rs 73 50 lakhs

the Company would keep import replemishment licences granted Jor the
export against the PPE quota

The agreement did not contam any clause for compensation for non fulfillment
of export obligations It was noticed m andat that the firm furmished bank guarantee of
Rs 402 Jakhs only agawnst Rs 7 35 lakhs Against the allocation of exports forRs 73 50

In their written reply the Government/Corporation stated as under —_

The Corporation has been exporting readymade garments since 1984 85 On
the basis of exports made by the Corporation from tume 1o trme Past Performance
Entitlement (PPE) are given by the Texule Commussioner Bombay through
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Apparel Export Promouon Council New Delht (AEPC) The PPE for the year
1990 was allotted to the Corporation by the AEPC on the basis of exports for
1987 & 1988 of the Corporation

To get the maximum utilisation of PPE & Exports the Corporation used to give
advertisement 1 the press and also contact the various parties so that the willing
exporters can utilise PPE and give maxumum service charges to the Corporation
Accordingly the Corporation had decided to assoctate M/s Balas New Deliu
for uttlisation of PPE of the Corporation for the year 1990 at a commassion of
10% agamnst 8% offered by our previous assoctate M/s Vimyoga International

In the past, the Corporation used to get the commission from the associate
exporters on FOR Value of actual exports In that event, the Corporation earnings
get affected adversely if the exports are adversely affected due to market
fluctuatton In order to ensure 4 mummum earmng on the tramsaction the
Corporation fixed the commisston at the rate of 10% on the floor price of the
total PPE 1e Rs 7 35 lacs on an expected transaction of Rs 73 50 lacs This
protective clause was introduced for the first tume by the Corporation while
handlng the PPE export transaction to safeguard the mterest of the Corporation

To recover the total commussion of Rs 7 35 lacs and to get the maximum shipment
made from the associate supplier regular follow up was done so that the interests
of the Corporation are not affected

Keeping m view the detailed position stated above the Corporation had made
all possible efforts to recover the total commission of Rs 7 35 lacs and also tried
to get Readymade Garments exported to the maximum extent by

(a)  Revoking the Bank Guarantee for Rs 4 02 lacs from their banker

(b) Recovered the balance amount of commission of Rs 3 33 lacs from the
party s sale proceeds against the export of Rs 6 45 lacs

(¢)  Since M/s Balas were not able to utilise the PPE allotment of the Corpo
ration satisfactorily on account of heavy recessionm the US A the Cor
poration had tried to get this PPE utihised through another party and earned

addrtional income of Rs 41 621 (by commutsston and premuum on Import
Repl Licence)

Keeping m view the position stated above, the replies of the observations of

A G party are given as under —

)] It 18 true that Agreement signed with M/s Bala s did not contam any
clause for compensation of non fulfillment of export obligation: In this
regard, 1t 15 stated that the Corporation as per past practice and expert
ence with other Readymade Garments exporters did not consider 1t nec



essary to introduce a compensation clause 1n the event of default by the
party However a Bank Guarantee Clause to ensure eamings of the Cor
poration towards commission was mcorporated in the Agreement

(1)  The Corporation had tried to get the addifional export by diverting the
PPE enttlement for the unutihised portion of PPE 1990 through another
party namely M/s Vimyoga International Lid New Delht even at the
lesser commusston of 4 5% mstead of 10% committed by M/s Bala s
Thas party was able to export matenial worth Rs 6 84 lacs orly, on account
of heavy recessiton 1 the U 8§ market This party 1 the past had given us
reasonably good performance of 77% 1n 1988 86% 1n 1989 against PPE
entitlement of the Corporation

(u1) The Corporation has also withheld the payment of Rs 1 13 lacs of M/s
Bala s on account of poor performance of the party as there was no com
pensation clause m the agreement entered with M/s Bala s to recover the
amount on account of loss on premium of wnport rep! licence Further
the Corporation has black listed the party

It1s true that had the export of Rs 73 50 lacs taken place the Corporation would
have earned an additional income of Rs 2 27 lacs on the sale of Import Repl
Licence as worked out by the Audit But on account of heavy recession 1 the
USA market the Corporation was not able to get the goods exported fo extent of
Rs 73 50 lacs mspite of two press advertisements made in the Economic Times
mn September and October 1990 and personal follow up with the potential ex
porter of Readymade Garments of Delht

In view of the detailed facts stated above 1t may be observed that the Corpora

tion had tried to get a guaranteed commussion and business for the Corporahon

However on account of forcemajeure conditions 1 ¢ heavy recesston m USA,
the Corporation could not ensure the anticipated export of Rs 73 50 lacs Had
M/s Bala s to whom PPE allotment was made for the year 1990 had any doubt
at that tune that they would not be able to utilise full PPE they would not have
agreed to pay the commission of Rs 7 35 lacs to the Corporation on 100% ex

port of PPE value at the time of signing of the Agreement

The Commuttee 15 of the view that the Corporation has been put o a loss of Rs
2 27 lakhs due to defective terms of agreement

The Comumittee, therefore, recommend that responsibility of the erring of
ficer who entered the defective agreement be fixed and action be taken immed:
ately against lum under intimation to the Commttee

2A 82 Loss in export of deformed steel bars

4 The Company entered 1nto an agreement (July 1993) with a New Delhu firm for
export of 1000 MT of deformed steel bars worth US dollars 272 000 to a Singapore
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buyer on which the Company was to get e1ght per cent commission onf o b value In the
proposal approved by the Board (June 1993) 1t was stated that all export expenses would
be borne by the firm Profit of Rs 7 15 lakhs by way of commission was anticipated
(June 1993)

Terms and conditions of agreement, tnfer alia included that

the firm would organise and arrange procurement and export of deformed
steel bars The firm would adhere to the time schedule for export and
default would rest on the firm

the firm would give performance guarantee of Rs 20 lakhs or hypoth
ecare/pledge 20 acres of unencumbured agriculture land and the Com
pany would be entitled to recoup shorifall in commission upio Rs 5lakhs
from disposal of the mortgaged land

1000 MTs of bars were purchased (August 1993) by the Company for Rs 101 28
lakhs before shipping arrangements were made Due to delayed arrangement of ship
export 1o the Simgapore buyer could not be made Thereafter the goods were exported to
Bunona on ¢ f terms m March 1994 and Rs 99 17 lakhs were realised (June 1994) by
the Company against the expenditure of Rs 150 87 lakhs entailing loss of Rs 5170
lakhs

The followig pornts were noticed n audit

{0 The agreement did not contamn any clause to make the firm lable for the
losses if any 1n the deal It also did not bring out the lmmat of financial
mvolvement of the Company and the firm The Company continued to
mcur expenses without any contribution from the firm

(n) The Company had made the firm hable for payment of 1ts comimnission
upto Rs 5 lakhs only though it was submutted to the Board m June 1993
that a performance guarantee of Rs 20 lakhs would be taken m favour of
the Company

(n1)  As per agreement, the firm was to arrange export after orgamsing and
arranging procurement of bars which mmphied that the hipping arrange
ments were to be made by the firm But this aspect was not clearly de-
fined m the agreement The Company did not include any penal clause to
safeguard 1ts financial interest by making the firm hiable for extra expen
diture on delayed shipments

(v)  The bars were sent to Kandla port mstead of Bombay for reasons not on
record, though the Singapore buyer had informed (June 1993) that for
1000 MTs cargo arranging a vessel from Kandla port was dufficult More



over while confirming the supply the company had quoted 1ts price fo b
Bombay

(v)  The mortgage deed executed m July 1993 for 20 acres of agricultural
land had not been got registered m the court July 1995) In the absence
of registration  the recovery of commussion of Rs 5 lakhs 1s doubtful

Defective agreement and improper planning on the part of the Management had
resulted 1 loss of Rs 51 70 akhs to the Company

While admitting the defects i the agreement and mept handling of the case the
Company conststuted (November 1994) a sub commuttee for four Directors for ndepth
study of the case

The Management stated (July 1995) that two meetings of the sub commuttee had
been held m December 1994 and May 1995 Final developments were awaited (August
1995)

In therr written reply the government/Corporation stated as under

A proposal was received from M/s May Far Agro Pvi Ltd an associate
company of M/s Bak Enterprises New Delht for export of 10000 MT of iron
and steel to China in March 1993 The party had export order of deformed steel
bars on which they had offered a commussion of 3% to the Corporatton subse
quently enhanced to 5% Balance of net profits were proposed to be retamed by
M/s Bak Enterprises On account of non availabihity of matertal the transaction
could not take place At the ume of finahsation of this proposal 1t was decided
to obtain security 1n the form of mortgage of 20 acres of non encumbered agn
cultural Iand from the party Hypothecation of land was recerved subsequently
but registration of the same was not undertaken by the Corporation

Detarled economucs of proposed export projected a profit of Rs 25 00 lacs for
the Corporation 1 case duty exempuion was not available or a profit of Rs 75 00
lacs 1 case duty exemption existed In the financial projection  Corporation
envisaged mitial losses 1n the export which were to be off set through disposal of
value based 1mport licence or by actual import of raw matenals and generation
of additronal profits The proposal was placed before the Board of Directors m
their meetmg held on 30 6 1993 and was approved On 27 93 an agreement
was entered nto with M/s Bak Enterpnises by the Corporation for export of
1000 MT of deformed Steel bars to Smgapore 1000 MT of deformed steel bars
were purchased from M/s Jalan Ispat, Casting Baroda for Rs 101 28 lakhs 1n
August 1993 and exported to Burma for Smgapore bascd buyer Actual process
of export attracted unexpected and exhorbitant expenditure as delays occured 1n
shipment of matenals
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A value based advance mmport licence against export of 1000 MT of deformed
steel bars was also obtained which was proposed to be sold at not less than 70%
of 1ts value However instead of disposal of amport licence a proposal was mooted
by the GME m June 1994 for actual mport of re rollable scrap against this
licence The proposal was not implemented on account of exisung blockage of
funds of the Corporation on export transaction uncertainity of profits due to
frequent fluctuation 1n selling prnice of the commodity 1n domestic market and
impropriety of further iavestment of over Rs 60 00 lacs on import of matenals
On 6 8 94 2nd agreement was signed by the GME Sh N Malhotra on behalf of
the Corporation and information to this effect was placed before the BOD 1
their meetng on 24 8 95 This agreement which was 11 continuation of the first
agreement, allowed M/s Bak Enterpnises to tmport re rollable scrap mstead of
disposal of value based unport licence and did not indemmfy total loss of the
Corporation by M/s Bak Enterprises 1n the transaction The value based ad
vance licence was thus kept in abeyance Exhorbitant expenditure mcurred 1n
export of deformed steel bars m July 1993 and mability of the Corpn m dis
posal of licence or actual import of material resulted 1 unforeseen loss of Rs
51 70 lacs mcludmg mterest component of Rs 13 78 lacs upto October 94

@ The contention of audit m observation (1) 1s rot a correct statement of fact
as accordmng to Clauses 3 6 12 and 14 of the agreement dated 2793
lLiabilaty of the firm for compensatmg losses 1f any was clearly defined
Clause 3 stipulated that M/s Bak Enterprises shall procure the goods for
export, adhere to the tume schedule and other conditions of FL.C and be
responstble for any defauit m this respect Clause 12 indemnified genera
tion of atleast 70% premium for the Corporation (in case duty Exemption
was not available) through disposal of value based licence Similarly
Clause 14 contamed a stipulation that payment on custom/excise duty 1f
any levied on import/export transaction shall be recovered from M/s
Bak Enterprses 1t refund of the same 15 not made by the anthorities ull
the finalisation of accounts which was however to be refunded to them on
receapt of the same by the Corporation In the second agreement dated 6
8 94 the condiion that M/s Bak Enterprises wiil ensure minmum profit
of 70% of the value based advance licence was agam mcorporated Thus
in the proposed transaction Corporation could not anticipate any sigmufi
cant investment Heavy expenditure was however mncurred by the Corpo
ration on purchase of matenal transportation warehousing/shipment
charges see freight and delay 1n shipment for which Corporation was
actually not liable 1n terms of agreements with M/s Bak Enterprises

()  Agreement dated 2 7 93 was exccuted for supply of only 1000 MT of
deformed bars ( and 1500 MT of m1ld steel plain bars) The value of 1000
MT of deformed bars was estumated at Rs 86 19 lacs on which perfor
mance guarantee of Rs 170 000 approx was to be given to the foreign
buyers On the other hand the amount of commission (0 be earned by the
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Corporation at the rate of 3% (1f duty exemption was not available) was
approx Rs 205 lacs It was therefore appropriate and logical to have
the conditionality of recoupment of shortfall of commisston of the Cor

poration upto a value of Rs 5 Q0 lacs only through disposal of hypoth

ecated land as this amount covered both the value of guarantee and the
value of commussion on proposed export Despute this a mortgage deed
for 20 acres of non encumbered agricultural land was received by the
Corporation from M/s Bak Enterprises though non encumberance was
not verified from the Revenue Records Since the deed was not got reg1s

tered by the Corporation hypothecation of land remained un enforce

able Probably registration was not felt necessary by the G M E Exports
n view of the advice of L. A to the effect that hypothecation deed was
worded i such a way that registration was not required

In clause No 1 of the Agreement dated 2 7 1993 1t was stated that M/s Bak
Fnterprises shall arrange procurement of deformed bars and arrang¢ 1ts further
export 1n association with the Corporation Agam vide Clause No 3 of the said
Agreement, M/s Bak Enterprises was made hable to adhere to the tume schedule
and other conditions prescribed 1n the foreign letter of Credit Thus responstbility
of M/s Bak Enterprises was clearly defined Clause 3 of Agreement was a penal
Clause stipulating that responsibuity for any default in procuring the goods and
adhermg to the tine schedule and other conditions of FL.C would entirely be of
M/s Bak Enterprises and they will settle the same at their own cost

Export to Singapore was o be made on FOB Bombay/Kandla basis and the ship
was to be arranged by the buyer All expenses were {o be borne on buyer s ac

count Itis a fact that buyer had informed the Corporation about the difficulty n
arranging a vessel from Kandla port for a quantity of 1000 MT and had re

quested the Corporation to do the loading from Bombay as piobably the GME

Sh N Malhotra anticipated lesser warchousmg expenses at Kandla port lesser
clearng charges at Kandla and cheaper transportation from Baroda to Kandla

However 1n actuality heavy expenditure was incurred m makin g storage
arrdngements i warehouse at Kandla

The reply of the Corporation with reference to observation of Sub para (v) of the
observation of C A G 1s the same as stated 1 Sub para (1) above A nominated
Commuttee of Directors of the Corporation had conducted as mdepth study of
various facts of the case and held meetings with Sh Bharat Sher Singh Kalsia of
M/s Bak Enterpnises on 25 7 95 and 6 9 95 to persuade hum to erther mmport
matenal through his own mvestment or mortgage land so that losses of the Cor

poration could be recouped In the meeting of the commuttee held on 6 9 96 1t
was decided that a civil suit may be filed agamst M/s Bak Enterpnises for recov

ery of blocked funds of the Corporation However case was referred to Legal
Rememberance Haryana as both the agreements contamed a Clause of Asbitra

tion by C1 Haryana or his nominee 1n case of dispute with party The Iegal
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Rememberance had advised that as per Govt directions Civil suit should be
filed only as a last resort and Corporation should go 10 for arbitration A commu
mication was therefore sent 0 M/s Bak Enterprises on 8 7 96 (o arrange unport
through his own 1nvestment agamst advance licence which stands re validated
upto 30 11 1996 The party had not responded to this notice and 1t was decided
1o refer the case to the Arbatrator for adjudication of dispute Accordmngly the
case was placed before the Board of Directors of the Corporation 11 1ts meeting
held on 6 9 1996 As per the decision of the Board of Directors and the advice of
Advocate a peution for Arbitraion was filed before the Arbitrator 1 ¢ the Com
mssioner & Secretary to Govt Haryana Industries Department and a claim of
Rs 72 36 353 was filed by the Corporation on 31 12 96 through our Advocate
Further as per the decision of the Board of Directors the servicesof Sh N Malhotra
Ex General Manager (Exports) have been placed under suspension

During discussion 1t was adrmtted by the representative of the Government that
the Corporation has definately not done the transaction 1n the way 10 which it should
have been done The Commuttee also noted that enquiry aganst the defaulting officer 1s
unnecessarily delayed

"Yhe Commuttee, therefore, recommend that the enquiry be completed 1m
mediately and action taken against the errmg officers be informed to the Com mt
tee within three months

2A 8 3 Foregn visits

5 In order to explore markets for exports from the State and to boost business the
Company participates in mternational trade fairs and the officers undertake export pro
motion visits to foreign countries

COPU 1n thesr nineteenth report presented to the State Legislature n March 1985
had recommended that before making any visit by an officer of the Company, proper
planmng programme and targets for geting busmess should be fixed and achievement
of such visits evaluated and assessed thereaganst and 1n case of non fulfillment of tar

gets/orders booked on such visits responsibility of the officer should be fixed for such
failure

Exact break up of business transacted by visiung individual country on a single
trap was not worked out by the Company In the absence thercof effectiveness of a visit
to a particular country was not susceptible to verification It was however observed that
seven out of ten visits abroad dunng the penod from 1989 90 te 1993 94 mvolving
expenditure of Rs 16 73 lakhs had fetched business of Rs 0 02 lakh only The Company
had not fixed any responsibility for failure of these visits even 10l the face of the recom
mendations of COPU

The Management stated (July 1995) that no responsibiiity had been fixed as the
officers submutted their tour reports to the Board of Directors wherein they gave full
justification of the visit
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In their wntten reply the Government/Corporation stated as under

As has already been stated i reply to para 2A 8 Haryana State Small Industries
& Export Corporation Ltd 1s the Nodal Agency to carry on the busmess of ex
port export promotion and coordination of achivities of the exporters of the State
Foreign visits are also undertaken 1n furtherance of these activities It 1s no deny
mg the fact that ail such foreign visits whether these are undertaken for export
promotion or to secure business m the international market must be undertaken
with proper planmng programme and targetting the business to be secured Eleven
foreign visits have been undertaken for the period under report of the Audit from
1989 90 to 1993 94 All these vistts were undertaken after obtaining necessary
approval of the BOD and also State Government wherever necessary Out of
these 11 visits 9 visits were undertaken after having correspondence and
consultation with the Trade Fair Authonty of India/ITPO The total expenditure
mcurred towards these 11 visits the officers who undertook the visit duration
places visited and the activities undertaken have been summarised m the Table
Zven m Annexure A this reply The tour notes contarmming information about the
activities undertaken results achieved by the visiting team and other sahient
observations relating to the visit were reported to the BOD from tme to time
after such visits had been undertaken In view of the fact that the tour notes
having been placed before the BOD m respect of all the aforesaid visits no
further administrative action 1n the matter was contemplated 1o the absence of
any specific direction from the Board The observations of the Audit are now
proposed to be brought to the notice of the Board and for evolving appropnate
guidehmes for undertaking such foreign visits

The representative of the Government during oral exanunatron admitted that
mostly foreign visits had been only for visiis abroad and no tangible results have been
obtamed with these visits The Commuttee viewed this pomt seriocusly and 1s of the
view that no foreign visits should be made by any of the officers unless 1t 1s drrely
necessary

The Comnuttee, therefore, recommend that foreign visits, If necessary, should
be undertaken with proper planmng 1n advance and the officer visiting abroad
should be held responsible for not fetching adequate export business by virtue of
his visit abroad

2A83 (a) Avoidable loss due to non refund of participation charges

6 On aproposal (January 1993) from India Trade Promotion Organusation (ITPQ)
the Company decided (March 1993) to participate m Buyer Seller meet Tokyo to be
held from 30 August 1993 to 2 Septcmber 1993 Total participation charges were fixed
by ITPO at Rs 136 lakhs Rules for the partictipation Inter alia provided that the
participation charges would be refunded 1n case of withdrawal of participation before
selection of participants by ITPO
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Conveymg i1s decision for participation in the meet the Company nformed ITPO
(March 1993) that the participation charges would be rematted after approval from the
State Government It was however noticed m audit that though the Company had sent
partictpation fee 1n May 1993 and sts selection for the meet was conveyed i June 1993
Government s approval was sought on 19 August 1993 just before 11 days of the hold
mg of the meet The Government did not approve (August 1993) the participation On
bemg requested by the Company (August 1993) ITPO refused (September 1993) to
refund the participation charges on the ground of last minute withdrawal by the former

Delayed action on the part of the Management had thus resulted in & loss of Rs
1 38 lakhs (includmg Rs 0 02 lakh on visas and cancellation fee of tickets) The Gov
ernment had asked (October 1994) the Company for fixauion of responsibility for the
loss responsibihity bad not been fixed (July 1995)

The Management stated (July 1995) that in future Government s approval would
be obtained before remuttance of participation charges

In their written reply the Government/Corporation stated as under

In response to a proposal recerved from India Trade Promotion Organisation
the Corporation decided to participate 1n Buyer Seller Meel Tokyo which was
to be held from 30 8 93 to 2 9 93 Total partictpation charges were mdicated by
ITPO asRs 1 36 lacs { US Dollar 4000 and Rs 10 000) Aporoval of Board was
obtained 1n the Mecting held on 30 3 93 for participation 1n the aforesaid Buyer
Seller Meet The Board passed the following Resolution 1n this regard

RESOLVED to approve the partiapation of the Corporation 1n the Buyer Seller
Meet (BSM) for Home Furnishings 1n Japan in Nov 1 3 1993 mstead of Angua
Food Fair Cologne (Germany) m Oct 93

RESCLVED Further that the team of the Corporation sheuld also plan to visit
some countries adjormng Japan to explore the possibility of export

Pursuant to above the Corporation remitted the participation charges to ITPO
on 10 5 1993 A reference was also made to the State Govt on 19 3 93 for
approval of the visit of the then Managing Director Sh D V Bhatia to attend the
aforesaid meet alongwith Sh N Malhotra General Manager (Exports) of the
Corpn The State Govt after considering the matter conveyed its decision vide
letter dated 13 9 93 whereby the Corpn was disallowed to participate m the
aforesard BSM and further directed to seek refund of the money deposited with
ITPO In the meanwhile the Corporation after ascertaining the status of the case
with the State Govt of 1ts own sent a tIx message dated 23 8 1993 requesting
the ITPO authonties to refund the amount already sent to that mstitution 1 this
bebalf Subsequent follow up was also made However ITPQO authonities through
their fax message dated 1 9 1993 declined to refund the amount as the name of



14

the Corporation had already been included in the Show Catalogue published by
ITPO and the request of the Corpn was belated

The State Govt 1n its communication dated 25 7 94 addressed to the Director of
Industries Haryana asked him to fix responstbihaty for the loss of Rs 3 36 034
incurred by the Corporation mn the aforesard transacton The decision of the
State Govt. was comeyed to the Corpn vide endorsement dated 4 10 94 of the

- office of Directorate of Indusines After consideration of the facts and the
curcumstances of the case 1t was decided to place the maiter before the Board
for appropnate decision as the money had been remutted to the ITPO as a sequal
to the decision of the BOD The matter will now be placed before the Board m
1ts next meetmg alongwith the decision of he State Govt to take a final view 1n
the matter

The Commatte 18 surprised to note that the Company has not taken any action
against the officer/official who was 1n default 1n depositing the participation charges
advance despite directions from Director of Industnes Haryana

The Commttee, therefore, recommend that the loss to the Corporation by
way of depositing participation charges without the approval of the Government
be recovered from the officer/offficial in default under inttmation to the Commmuttee

2A 83 (¢) Loss due to defective agreement

7 On the recommendations of PHD Chambers of Commerce and Industries
(PHDCCT) the Company participated i Ohio State Fair Columbus held in August 1988
after getung approval from 1ts Board of Drrectors on 29 June 1988 Profit of Rs 1 50
lakhs had been anticipated 1n the partictpation by taking handloom goods garments pift
items etc worth Rs 5 to 6 lakhs on consignment basis The Company however suffered
aloss of Rs 3 21 lakhs (mcluding goods lost 1n transit Rs 1 88 lakhs and excluding
profit of Rs 0 50 lakh earned on goods sold for Rs 1 lakh) 1n additton to wasteful
expenditure of Rs 1 32 lakhs on the vistt of 1ts officers as 1t could transact business
worth Rs 1 lakh only The following points were noticed 1 audat

(1) While gettng the approval for visit from the Board (20 June 1988) the
Management had submitted that the goods would be taken on consignment basss from
parties Infact, the Company had already tied up on 27 June 1988 with M/s New Era
Steel Companv Delht for associatron m participation of the fair on the term that the
profit would be shared equally by the firm and the Company but the loss would be
entrniely borme by the Company -

(11) As the Board had approved for taking the goods on consignment basis the
Company should have fixed commusston on sales and expenses borne by the consignor
On the contrary the Company agreed to bear entire expenses {excluding air tickets to
two representatives of the firm)
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(111) As per tour report of the officers of the Company Columbus was not the r1 ght
place for holdng International leve! fairs and the PHDCCI had no expenience of orgamsing
fairs of handicraft goods PHDCCI had neather associated Trade Fair Authonty of India
(now ITPO) nor approached Minstry of Commerce for assistance i organising the fair
As the Company participates 1n the exhibitions and fairs organised by ITPO requisite
spade work should have been done before the venture

(1v) Secretary Industries Department observed (June 1991) that it was iresponsible
on the part of the officials to have undertaken tour to Ohio State Fair which was m facta
cattle fair

The Management stated (July 1995) that the fact about the fair being a cattle faic
came to 1ts notice only on return from the fairr On that basis a strong resentment was
shown by the Company to PHDCCI It was also stated that the agreement was a reasonable
one as expenditure on mventory deputing two officials their air travel etc were 10 be
borne by the firm The reply is not tenable as

(1) the term regarding bearing of full loss by the Company was against 1ts
mterest

(1)  no claim for compensation for loss sustamed due to the fair bemg cattle
fair was lodged with PHDDCI

In thexr written reply the Government/Corporation stated as under

On recetpt of 2 commumcation dated 10 5 1988 from PHD Chamber of Com
merce & Industry the proposal to participawe in the OHIO State Fair at Colum
bus (USA) was examed by the Corporation The matter was considered 1 the
Board meeting on 29 6 1988 and following decision was taken

RESOLVED that a team consisting of two officers 1¢ Chairman and the
Managing Director may attend OHIC State Fair at Columbus from 4th to 21st
August, 1988 Further the team may reach Columbus atleast two days in advance
to get the goods cleared and also may visit the neighbouring export potential
cittes in USA for another three days after the fair

RESOLVED further that approx expenditure of Rs 2 50 lacs on the participa
tion be and 1s hereby approved

As a sequal to the aforesaid decision negouations were held with M/s New Era
Steel Co New Delli who were already operating as a CORSignor in the
Corporation emporium at New Delhi The terms and condinons at which M/s
New Era Steel Co was proposed to be associated for participation 1n the aforesaid
Farr were considered and the acceptance of the same was conveyed 0 the party
for which the approval of the then M D and the ther Chairman was also obtamed
A reference was also made to the State Govt on 29 6 1988 seeking approval for
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the proposed wvistt of the th¢n Chairrman Sh Pratap Singh and the then M D
Sh Alak Dhan for participation in the aforesaid Fair The approval of the
State Govt 10 this effect was recerved vide their commumcation dated 23 7

1988

The Coporation incurred an expenditure of Rs 7 08 067 85 towards participation
m the CEIO State Fair

The terms & conditions on which M/s New Era Steel Co  New Delbh1 was asso

ctated as a consignment partner were never formalised by way of an agreement

It appears that the Corpn anticipated a profit 1n the transaction and as such
agreed to the terms and conditions conveyed by the party As the events turned
to be the Corpn 1ncurred loss for which the liability of the party became ques

uonable

‘The fact that the aforesaid farr being a Cattle Fair did not come to the notice of
the Corpn  as the communication recerved from PHD Chamber of Commerce &
Industry did not have any mention of 1t Instead the Chamber 1n thetr communi
catton emphasised that the event will be welcome opportunity for the Corpora
uon for displaymg and selling its products which are normally sold through
Empona outlets After taking 1nto account the observations made by the State
Govt /Audit and the Tour Note submitted by the visitmg officers of the Corpn a
communicauen dated 13 9 96 has been addressed to the PHD Chamber of Com
merce & Industry conveymg displeasure of the Corpn fora misleading commu
nicavon resuling thereby n loss to the Corporation

In thrs context 1tis further to state that M/s New Era Steel Co  New Delli had
entered mto arbitration proceedings with the Corpn for settlement of 1ts
outstanding accounts for the consignment counter being operated 1 the
Corporation Emporium at New Dellw Sh DV Bhatia the then Additional
Duirector Industries was nominated as Arbatrator by the Commissioner Industries
and 1n terms of the Arbitration Award an amount of Rs 8 47 lacs plus nterest
amounung to Rs 2 16 Jacs (total Rs 10 63 lacs) was awarded 1n favour of the
party Whale the matter was pending before the Civil Court for converung the
award to the rule of the Court, negotiations were held wath the party to have a
out of Court settlement In terms of the settlement arrived at with the party an
amount of Rs 8 25 lacs was paid to the party as full and final settlement of all
outstanding clains While the settlement was arrived at, the Corpn took notice
of losses incurred by 1t durmg the partictpation 1n the CIIC State Fair while the
same party was an associate consignor of the Corpn and the Corporation tried to
make good the loss to the extent 1t was possible during the course of settlement

The Commuttee 1s of the view that the mterests of the Company were not protected
while entering into agreement with the firm and Company failed to know that 1t was a
cattle faur
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The Commuttee, therefore, recommend that responsibihity of the erring of
ficer for stich hasty and overzealous achon unfavourable to the health of the Cor
poration be fixed and need be penahised under intimation to the Committee

2A 11 Rural Industrial Scheme

8 Rural Industnal Scheme was entrusted to the Company by the State Industries
Department 1n 1978 for conducting various activities of tramning etc for which grant in
aid was being recerved from the State Government for revenue as well as capital expenses
Full grant was recerved up to 1981 82 Thereafter the grant was gradually reduced by
the Government on the ground that the complexes under the scheme were to be operated
on commercial basis after five years COPU had recommended (March 1994) that
expendzture should be strictly regulated as per grants m future

It was however noticed 1 audit that the Company did not take effective steps to
keep the expenditure within the grants resulting 1n excess expenditure of Rs 220 58
lakhs over the grants up to 1993 94 Of this adjustment of Rs 133 94 lakbs (acqusition
of assets Rs 128 32 lakhs and sale of land Rs 5 62 lakhs) was made m 1992 93
thereby leaving an excess of Rs 86 64 lakhs which was charged to Company s revenue
during the years 1992 93 and 1993 94 The excess expenditure could have been avoided
had the Companv taken timely action for keeping the expenditure within the grants The
Board had declared (June 1993) 174 posts (ncluding 141 of the scheme) as surplus to be
retrenched on the principle of Last come first go  Action on the decision of the board
had not yet been taken (June 1995)

In therr written reply the Government/Corporation stated as under

After 1981 82 when the grants started to reduce gradually the matter was taken
up with the State Govt number of times to release the grants for total No of
employees recrutted under the Scheme as the Complexes which were expected
to be operated on commercial basis did not come up to the expectations due to
vanous circumstances prevatling in these years Thereafter as nightly pointed
out the excess expenditure was off set by way of acqusition of assets leaving
behind the excess of Rs 86 64 lacs only The Company after the decision had
been taken to declare 174 posts as surplus approached the Surplus Cell of the
State Govt for getting surplus staff adjusted m other Govt /Sem1 Govt Deptts
The process has started on the recommendations of the State Govt and Bureau
of Public Enterprises and 1t 1s hikely to reduce quite a bit of the expenditure
under the Scheme The Corporation 1s also making efforts to transfer some of the
employees working under the Scheme to other Branches Some of the employ
ees have already been adjusted 1n other organisations

Besides the Company had started taking effective steps to keep the expenditure
within the grants available as 1t took up the matter with the State Govt for
allowing Company to charge 5% service charges on the sale of Reserved 1tems
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State Govt allowed the same 1n the year 1994 95 which was made effective
wef 1995 To further enhance the revenue generation the Distt marketing
Centres having surplus staff associated with the Scheme were entrusted the sale
of non reserved 1tems which also generated extra revenue The figures given
below would indicate the facts —

1995 96
Revenue Earned by sale of Reserved &
Non Reserved 1tems by staff under the
scheme including surplus staff 24 24 lacs
Grant 1n aid received during 1994 95 35 G0 lacs
Total Income 59 24 lacs
Expenditure during 1994 95 61 29 lacs
Loss 205 lacs

It can be seen that the loss was only to the tune of 2 05 lacs as the service charges
were effective from 1 9 95 This makes evidently clear that the surplus staff was
gamnfully gtihsed and the situation would further 1mprove w the coming yeari e

1996 97 and onwards The Targets for the sale of Reserved & Non Reserved
ttems have been kept as 1050 lacs for the year 1996 97 generating an expected
mcome of Rs 52 50 lacs Cxpected grant i aid would be 30 to 35 lacs Thus
taking 1nto account mingmum of Rs 30 lacs as grant available expected

come would be 52 50 + 30=82 50 lacs against an anticipated expenditure of

Rs 61 20 + 20% increase=73 55 lacs Thus anticipated profit would be=8 95
lacs

Thas the surplus staff has been gamfully deployed and side by side efforts are on
to get the surplus staff adjusted 1n other Boards/Corporations to further mprove
financial position of the Corporation As a result 15 No of persons have been
adjusted Some of the staff has been gawnfully deployed m other wings of the
Corporation as a result of which the balance amount of Rs 86 64 lacs could be
charged to revenue head of the Corporatton

The Commuittee noted that the Company could not keep the expenditure on RI
scheme wathtn the grants and complexes under the scheme could not be ran on
commercial lines as per directions of the State Government

The Commuttee recommend that the expenditure on Rl scheme be kept within

b

the grants available and surplus staff be gainfully utilised mn other umits of the
Company and/or adjusted 1n other Government/Semu Government Departments

[~ .
!
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2B HARYANA HARIJAN KALYAN NIGAM LIMITED
(REVIEW)

2B 53 Special central assistance

O The Company had received Rs 4491 77 lakhs up to 31st March 1994 on ac
count of special central assistance (since 1982 83) for providing additional benefits to
the members of the commumty mcluding Rs 326 05 lakhs for rehabilitation of scaven
gers from the Government of India A sum of Rs 806 04 1akhs was lying unutilised as on
31 March 1994 (Rs 463 lakhs since 1990 91) Besides a sumof Rs 117 26 lakhs (Gov
ernment of India Rs 58 63 lakhs State Government Rs 58 63 lakhs) as matching
assistance was recerved up to 31st March 1994

In thesr wntten reply the Goverament/Corporation stated as under —

It 1s submutted that the amount of special Central Assistance 1s generally re
cetved 1n two nstalments 1n a year The first mstalment 1s received m the month
of September or October whereas the second mstalment 1s received at the fag
end of the respective financial year Thus the amount of second mstalment which
15 receved during the month of March of the respective year 1s generally carried
forward for the next year t1ll the first instalment of SCA 1s recerved Rs 326 03
lacs was received for the rehabilitation of scavengers from the Govt of India out
of which only 91 41 lacs was utthised The remamimng funds have been utilised 1n
the subsequent years So far as the utilisation of matching assistance 1s concerned

the same were utthsed towards adminmstrative expenses 1n the very year when 1t
was recerved

The Committee noted that special Central Assistance of Rs 806 04 lakhs
(including Rs 463 lakhs since 1990 91) was lyming unutilised as on 31st March 1994

The Commuttee desired to know the year wise break up of unutihsed amount
of special central assistance vis a visits utthisation The whole of matching assistance
was stated to have been utibsed towards administrative expenses The Commuttee
wanted to know whether the matching assistance was received only to cover the

admmstrative expenses If so what are such other sources from where the
admimstrative expenses are met

2B7  Cash management

10 The Company had not evolved any system for preparation of cash/funds flow
statements to keep close watch on the funds position and to utilise surplus fund A test
check of main operating accounts for the year 1993 94 revealed that the Company kept
heavy balances in the banks from April 1993 to October 1993 ranging between
Rs 3575 lakhs and Rs 74 17 lakhs Had the Company kept the amounts in short term
deposits after keeping a mimmum balance of Rs 10 lakhs for day to day requirement,
1t could have eamed an mterest of Rs 1 53 lakhs



20

In therr wntten reply the Government/Corporation stated as under —

Surplus funds are generally kept 1 the short term deposits but to meet the ur
gent requirement of field offices for disbursement of loan to scheduled caste
beneficianies adequate funds have to be kept 1 Saving Bank Accouats also be
cause the Nigam has to transfer funds to field offices on recerpt of their require
ment There are 16 district offices functioning 1n the State and 1t 15 essential to
keep adequate funds m saving bank accounts to meet their urgent demand

The Commuttee recommend that funds should be used n the best mterest of
the Nigam and excess amount should not be kept mn the saving accounts

2B 8 (B) Targets and achivements

11 The Company fixed annyal targets for advancing loan/subsidy/margin money
Following table shows the achievements vis a vis targets fixed for five years up to
1993 94

Sr Particular 1989 90 1990 91 1991 92 1992 93 1993 94
No
(A)  Number of 31985 19161 28820 27842 24426
applications
received
(B) Targets \
(1) Number of 16400 16525 15000 16000 12000
beneficiaries
(Rupees n lakhs)
(11) Margin money 143 97 157 45 207 87 21875 23127
(u)  Subsidy 33730 33910 626 46 705 84 758 60
(iv)  Direct loans Nil 12 50 161 88 439 44 556 47
{C) Achievements
(1) Number of 14846 8311 11518 12875 11296
beneficiaries
(Rupees n lakhs)
{1} Margin money 119 50 79 83 126 58 134 20 124 15
(1)  Subsidy 279 54 256 84 407 13 462 98 496 91
v)  Durect loans Nil Nil Nil 183 89 166 92

(D) Percentage of
achievements to

targets
(1) Beneficiaries 90 52 50 29 76 79 80 47 94 13
() Margimn money 8300 5070 60 89 61 35 5368
()  Subsidy 82 88 75 74 64 99 65 59 65 50

(1v)  Drrect loans — 0] 0 4185 3000

¥
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It may be seen that in none of the years the Company could achieve physical as
well as financial targets despite the avadability of funds and applicants It was also
noticed m audit that out of 106648 applications sponsored to banks durmeg the five years
up to 1993 94 53083 applications were rejected by the banks The percentage of rejec
t1on by banks ranged between 46 and 55 The reasons for fbung the targets on lower side
and higher rejection by banks were called for from the Company (February 1995) but no
reply was received (September 1995)

The following powmts were alse noticed

(1) The extent of Company s participation m disbursement of loans under
vartous schemes since mception 1¢ January 1971 to March 1994 was
Rs 5718 50 lakhs benefittmg 2 05 lakh families (12 30 lakh members of
the commumty) No procedure was prescribed to make an assessment
regardmg the extent to which the objective of soc1o economic uphftment
was achieved The Management stated (February 1995) that the post dis
bursement mspections were bemng made but all the cases could not be
covered due to paucity of staff The reply 1s not convincing as records of
such 1nspections were not mamtamed Moreover the Company has not
devised any procedure to ensure that the assets created out of the loan
were being utilised by the loanee ull repayment of loan

(1) Loans of Rs 426 83 lakhs were disbursed to 475 beneficianes by the
Company 1 excess of the prescribed lmmit of Rs 10000 per beneficiary
for purchase of trucks/taxis agricultural land and auto rickshaws which
was ultra vires the object clauses of the Memorandum of Association
Had the Company disbursed the loans as per objective clause they would
have covered 4200 beneficianes

In theswr written reply the Government/Corporation stated as under —

For the 8th Five Year Plan the Nigam had sent a proposal of target to assist
85 000 scheduled caste famalies but the State Govt did not accept Nigam s pro
posal and the Nigam ultimately reduced the targets to 67 000 scheduled caste
families keeping i view the availability of funds provided by the Govt vide this
office letter No Momtormng 93/4360 dated 26 3 93

So far as the reason of rejection of 53083 applications of scheduled caste fami
lies bv the Bank 1s that exther they do not come forward to avail the loan facility
from the bank or they found defaulter in re payment of loan granted by some
other agencies functroning 1n the State

The Nigam has created 1ts own Monttoring & Evaluation Cell and the Nigam
has been conducting the survey and evaluation regarding how many benificiaries
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crossed the poverty line with the financial assistance provided by the
Nigam. The record of survey 18 being maintained properly However for
detaded study the Nigam has entrusted the work of evaluation to the 1n-
dependent agency (Natzonal Productive Council) to see the 1mpact on tar-
get group The report has been recerved and 1s being examuned The hy-
pothecation of assets created out of the loan provided by the Nigam 1s got
executed to ensure the loanee may not dispose off the assels ull the repay-
ment of loan 1s made to the Nigam

The maximum loan in individual cases upto Rs 10000/- as per clause
IIA(3) and loan limt upto Rs 50000/ 1n partnership cases as per Clause-
1 (A) (4) of Memorandum and Articles of Association of the Nigam
have been got removed by the Board of Directors 1n their meeting vide
Agenda Item No 5/117 Thereafter the share-holders in their extraordi
nary meeting held on 16 6 95 have resolved that Clause-III (A) (3) and
C]ause;—III(A) (4) are hereby removed by inserting the following two new
clauses —

€)) The Uit cost of all bankable schemes being implerented by the
Haryana Hamjan Kalyan Nigam would be upto the ceiling
financial lirmt of Rs 35 000/- 1n each scheme when the unit cost
exceeds this imut the approval of the State Govt 18 required

(u) As regards schemes being undertaken 1in collaboration with Na
tonal Scheduled Castes and Scheduled Tribes Finance and Devel-
opment Corporation the unit cost would be the same as approved
by the National Scheduled Castes and Scheduled Tribes Finance
and Development Corporation for each scheme

The Committee recommend that mstructions may be passed on to the
field offices to process the cases rapidly with the banks within 30 days as per
RBI guidelines and ensure that the benefit of loan assistance under various
schemes be passed on to the weaker section of the society

The Commuttee asked the Nigam to supply information regarding recov-
ery status of 475 beneficianies to whom Rs 426 83 lakhs were disbursed ultra-
vires the Memorandum of Associations The Commuttee recommend that the
said \nformation may be supphed immediately

2B 9 Recovery of loans

12 Even though the amount recoverable from loanees was very heavy the
targets of recovery were fixed on the Jower side without proper justification
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The table below sbows the total amount due targets fixed for recovery and achucve
ments thereaganst dunng the period from 1990 91 to 1993 94

Year Amount Amount Total Targets Percen Recovery Percen  Over
recover  due amount fixed tage of  made  tage due
able at dunng  recov for targets during  of amount
the the year erable recovery fixed to  the recov Qutst
beginn total year ery to  anding
g of recover  (Rupees targets at the
the year able mn lakhs) fixed close ol
amount the year
(Rupees
n
(Rupees in lakhs) lakhs)

1990 91 25593 12557 38150 10546 2764 1329 1260 36821
199192 36821 13618 50439 27528 5457 24 29 882 4801C
1992 93 48010 14628 626 38 23032 3677 5321 2310 57317
1993 64 573 17 16187 73504 28700 3904 6832 2380 66672

It follows from the above table that percentage of recovery to targets ranged
between & 82 and 23 80 withi the four years up to 1093 94 Due to low recovery against
targets fixed the recoverable amount accumulated to Rs 666 72 lakhs at the close of the
year 1993 94 Reasons for heavy amounts remarng 1n Jefault were not analysed by the
Company so as to take remedial action

A test check of the records of four dastrict offices (Ambala Hisar Sirsa and Kaithal)
of the Company revealed as follows

(1) In 23 cases of loans for purchases of auto rickshaws (Rs 2 15 lakhs) and 8
cases of purchase of trucks (Rs 4 801akhs) financed by the Company under Bank tie up
scheme during the period from 1984 85 to 1993 94 the velucles were not hypothecated
1n favour of the Company In the absence of hypothecation the disposal of the vehicles
could not be made to recover the amount of loans Sixteen cases for purchase of auto
rickshaws mnvolving Rs 0 75 lakh and eight cases for purchase of trucks mvolving Rs
4 08 lakhs were 1 default as on 31st December 1994

Out of the above the repayment of stalments 1n three cases of truck loan (Rs
178 lakhs) was not forthcommg since June 1990 May 1991 and June 1991 respec
tively But no notice for recovery was 1ssued In the remaming five cases mvolving loan
of Rs 302 lakhs though notices were 1ssued m March 1991 (one case) March 1992
(three cases) and September 1992 (one case) yet no further pursuance was made with the
concerned Collectors for effecting recovenes

(11) The amount of loan alongwith nterest 1s fully recoverable 1n five and a half
years from the date of disbursement Thus loans disbursed m the years 1987 88 and
1988 89 had become due However m 1198 cases (Rs 22 09 lakhs) out of 2616 cases
(Rs 36 66 lakhs) for 1987 88 and 1118 cases (Rs 20 81 lakhs) outof 2126 cases (Rs 35
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lakhs) for 1988 89 not even a single mstalment of principal or nterest was deposited by
the Joanees till March 1995 No action to recover the amount as arrear of land revenue m
terms of provisions 1n the agreement was taken by the Company (March 1995)

In thesr written reply the Government/Cotporation stated as under —

Consequent upon the waiving off loans Rs 468 56 lacs 1n respect of beneficiaries
who were advanced loan upto Rs 10000/ upto 23 3 1986 the remaining benefi
ciaries were also reluctant to repay their loan which adversely affected the re
covery and they hesitate to refund the loan amount with the expectaton that
their loans would also be warved off

There are only two Field officers m the Distt to effect the recovenies and with
thas himated staff for the purpose 1t was very difficult to mouvate/mobilise the
beneficianes to repay the loan m time

No vehicle was available with the Nigam which could mobilise the recovery
compaign Moreover the State Govt has also restricted the tounng upto 10 days
1 a month

Keeping m view the above position the recovery targets were fixed However
with the sternuous efforts made by the Nigam the recovery slowly picked up
raising 1t from Rs 12 98 lacs 1n 1989 90 to 53 21 lacs 1n 1993 94 Rs 94 34 lacs
m 1994 95, Rs 109 17 lacsin 1995 96 and Rs 58 81 lacs n 1996 97 (upto July
1996)

The Nigam has released only margin money to the extent of 25% of the total cost
1n truck cases and margin money @ 25% alongwith subsidy 1 the case of Auto
rickshaw to the banks concerned The banks further released the total amount of
loan 1n favour of the seller/dealer of the vehicle on behalf of the respective
beneficianes and get the vehicle hypothecated 1n 1ts favour but the name of the
Nigam for the second charge did not include 1 the hypothecation deed So far as
the recovery m eight truck cases the position as on 31 7 96 1s as under

Due Recovered Balance

Prn 479615 65 188256 25 316278 87

R Int ' 62390 43 3750278 24887 65
P Intt 104029 67 1831497 60795 23

Total 646035 75 244074 60 401961 75

The regular recovery notices are bemg issued to the loanees by the District
Manager concemed' The District Managers have been directed to make all out
efforts to effect the recovery and 1n case of continuous default collect or cases be
made
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AUTO RICKSHAW CASES

The recovery position 1n respect of 123 Auto rickshaw cases as on 30 6 9615 as

under —
Distt No of Amount Amount Amount Amount
cases disbursed due recoverable balance
Ambala 3 26250 00 14463 44 7905 00 6588 44
Hissar 15 11615000 117004 10 1837000 98634 10
Sirsa 2 15000 00 18297 50 6299 00 11998 00
Kaithal 3 22450 00 28886 85 6400 00 22486 65
Total 23 179850 00 178651 6% 3897450 13967719

Recovery notices are bemng 1ssued by the District Manager concerned to the
loanees for effectmg the recovery District Manager concerned has been directed
to take all necessary steps for effecting the recovery

The contents of the audit are not correct According to the list of cases supplied
by the A G alongwith the audit memo indicates that there are 2325 cases wnstead
of 2316 as pomnted out n the para The recovery position as on 30 6 96 1n respect
of 1208 cases for the year 1987 88 and 1117 cases for the year 1988 89 may
kimndly be persued at Annexure B & C respectively

From the perusal of the Annexure ‘B’ out of 1208 cases 1n 30 cases full recovery
has been made Simularly in Annexure ‘C? out of 1117 cases 1n 24 cases recov
ery has been made full

Regular recovery renunders are being 1ssued by the District Managers for effect

mg the recovery The District Managers have been directed to take personal
mterest i affecting the recovery i such cases

The Commuttee constramned to note that no serious efforts are being made by the
Nigam to recover its loans The Commuttee recommend that recovery efforts need be
strengthened and desired to know the yearwise break up of outstanding amount

2B 12(b) Computer traiming scheme

13 The State Government directed (March 1988) the Company to prepare de
tailed project reports by Apnil 1988 for improving the hiving condittons of weaker sec
tions to utilise the funds received under Bilateral Aid Assistance Scheme from countries
like West Germany The project report for imparting computer traming to 144 Scheduled
Castes youth 1in two years was got prepared (December 1988) from Haryana State Elec
trontcs Development Corporatton Limited at a cost of Rs 4 08 lakhs and sent to State
Government (Aprl 1989) for onward submission to Government of India for approval
There was delay of one year 1n submission of report to Government
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Pending approval the Company spent Rs 4 09 lakhs on the tramning (including
Rs 250 lakhs on equipments) during 1989 90 and 1990 91 and umparted training to
only 47 persons during the pertod from 15th November 1989 to 19th November 1990
Thereafter no tramning was arranged The approval of the project was not received from
Government of India (April 1995) Thus due to delay in submission of report neither the

amount curred on the project could be recovered nor tramimng to targeted number of
persons umparted

In their written reply the Government/Corporation stated as under —

It 1s correct that tramning to 47 candidates were imparted during the period from
November 1989 to November 1990 Thereafter no candidate came forward to
get tramning 1n Computer Computers have been hfted from the Haryana State

Electronzcs Development Corporation and efforts are being made to make use of
these Computers m the Nigam

The Commuttee recommend that computers should be used in the Nigam
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3 HARYANA STATE ELECTRICITY BOARD {(REVIEW)
(PANIPAT THERMAL POWER PROJECT)

3412 Delay due to mnstallation of faulty generator rotor

14 The Unit V which was coal fired unit was synchromsed on ot on 28th March
1989 and was closed down after seven mmutes operation It could not be put into operation
for about seven months as coal handling system to feed the coal to botler was not ready
The unit was put on coal finng on 31tk October 1989 The unit had run on full loads and
vaned loads mtermittently for only about 277 hours up to 12th January 1990 when earth
fault appeared 1n the generator rotor It was observed by the BHEL. and Board s repre
sentatives that whenever the umit was operated near full load and at rotor temperature
beyond 85 degree Celsws rotor earth fault alarm appeared The defective rotor was
replaced by BHEL 1n Apnl 1990 The unit after putting on trial operation on 31st May
1990 was declared on commercial operation from 16th October 1990 Thus due to m
stallation of a faulty generator rotor supphed by BHEL the commuissioning of the unit

was delayed by 139 days resutung m generation loss of 700 560 Mkwh valued at Rs
51 41 crores

There was no provision m the contracts with BHEL for obtaimng compensation
of generation loss due to supply of faulty equipment

In thear written reply the Government/Board stated as under —

In this connection it 1s stated that the Generator Rotor 15 one of the major and
vital part of turbo generator and the same was accepted after proper mspection
by the sentor Engineers of the Board and also senor representatives of M/s Desein
Pvt Ltd New Delhi the consultants for Umt 5 Inspection party witnessed various
tests on the rotor at BHEL works at Hardwar & consultants also conducted other
tests of the rotor Thus the clearance for acceptance of generator/rotor was given
after thorough checking and scrutiny Rotor was healthy and subsequent defect
m the rotor was a Mechanical/Electrical failure 1 the equipment which can
occur 1 any equipment and the same can not be predicted before hand It 15 true
that Board had to suffer a great loss of generation but 1t 1s clarified here that
BHEL Hardwar gave free replacement of generator rotor (approx cost being Rs
4 crores) and all the other charges for dismantling the generator to and fro trans
portation msurance and re erection and comssioning were also back charged to
BHEL Generation loss can be termed as consequential loss which 1s not cov
ered 1 the contract to be compensated by the manufacturer

‘The Commuttee 1s of the view that mspection of the generation rotor valuing Rs
four crores appeats to be faulty Had the test carried out properly before mstallation, the
generauon loss of 700 560 Mkwh could have been avoided
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The Commuttee, therefore, recommend that action aganst the erring offic
ers who were responsible for faulty inspecion may be mitiated immediately and
report of the same be furmshed to the Commuttee within three months The Com
muttee further desired that the Board may consider the desirability of provision in
the future contracts for indemmifying the loss of generations due to supply of faulty
equipments by the supphers

3413 Incentive to construction staff

15 The Board allowed (December 1991) an incentive of Rs 14 43 lakhs to 1ts
officers and staff of Unit V for their mvolvment 1n achieving the synchronising of the
untt (on 28th March 1989) 1 less than five months after boiler hght up (8th November
1988) as against normal penod of s1x months

However as stated i para above the operation of the coal fired unit on o1l on 28th
March 1989 remamed for seven minutes only and umt was shut down thereafter as various
construction works were pending and coal handling system to feed the coal to boiler was
not ready The umit was actually synchronised on coal firmg on 31th October 1989 1
more than eleven months after boiler light up The ground on which the mcentive was
paid to the staff was not justified .

In therr written reply the Government/Board stated as under —

The Panipat Thermal Standing Commuttee 1n 1ts meeting held on 19 5 88 while
reducing the programme for the boiler light up from Nov 1988 to Sept 1988
and 1ts synchronisation by Feb 1989 decided to announce the following wcen
uves/award to the staff for achieving the above target —

() 2 months basic pay on revised scale if the unit is synchronised between
Ist February to 28th February 1980

(b)  1'2 months basic pay 1f the unit 1s synchronised between Ist March 1989
to 31st March 1989

Due to certain constraints the boler light up of Umit 5 was done on 8§ 11 88
only However concerted efforts were put 1 by the project officers/officials to
achieve the target within the reduced period between boiler light up and
synchronisation consequently the umit was synchromsed on 28th March 1989

In tus context, 1t 1s mformed that synchronisation of umt 1 a major milestone
which represents successful operation of equipment of Botler and T G and other
allied services The umt was successfully synchromsed on oil on 28th March
1989 The unit was de energised after a shortwhile since further running of the
unit was of no consequence as the generation could not be sustained
Synchronsation on ¢oal finng was achieved on 31 10 89 only as the related
activitzes could not be tied up together before that date
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In view of earlier deciston taken on 195 88 the PTS C having achewved the
major milestone of synchrenisation of the unit on 28 3 80 cash mcentive was
sancuoned by the Board vide o/o No 475/Fmance dt 21 12 89 for payment of
1ncentives award to the project officers/officals

The Commuttee feel that the payment of ncenttve to the staff for synchronising
the unit on oil on 28th March 1989 was not justified as the umt was actually synchromsed
on coal firing on 31st October 1989 The Commuttee recommend that the Board should
desist from taking such hasty decision mvolving extra financial habihty to the Board

3421 Avoidable payment of price escalation and over run charges in erection
of boiler

16 A letter ot mtent was placed on BHEL m May 1980 for supply of boiler
equipments The supply started 1 August 1982 was scheduled to be completed by June
1985 On the Board request the supply of boiler equipments was suspended between
May 1983 and December 1984 as connected activities (prerequistte to erection of boiler)
of piing foundaton etc  which were to be executed by other agencies were delayed
due to shortage of cement Though erection of boiler equipment was dependent on 1ts
supply and BHEL had been advised to suspend 1ts supplies yet the Board placed a work
order valumg Rs 302 40 lakhs n November 1984 on Punjab Chemt Plant Lunited (PCPL)
for erection testmg and commussiomng of the botler equipments by 18th January 1987
Prices of PCPL were firm and overrun/escalation charges were payable by Board if the
work was delayed beyond January 1987 The action to award the work of erection was
thus premature The Board requested BHEL (January1985) to resume supply of boder
equipments so that the process of steam blowing was achieved m February 1987 The
value of erection work completed by PCPL up to January 1987 (the scheduled date of
completion) was only Rs 4 24 lakhs (1 4 percent) and the total work was completed

c{ggb m July 1990 after the supply of boiler equpment by BHEL was completed m June

The Board patd Rs 98 46 lakhs to PCPLon account of over run charges Rs 6575
lakhs) price escalation (Rs 27 71 lakhs) and payment for accelerated efforts put 1 by
them to complete the work (Rs 3 lakhs)

Thus due to defective planning and coordination i placement of order on PCPL
without finahisinng the delwvery schedule for supply of boiler and its auxthary from
BHEL the Board had to mcur avoidable exira expenditure amounting to Rs 98 46 lakhs

In therr written reply the Government/Board stated as under —

The observations made by the Audit are not based on the facts and therefore
are not correct The facts about the cash are detailed out as under —

The work order for reaction testing & commissioning of bouler & 1ts auxiharies
of umits 5 was placed on M/s PCP 1 November 84 with the approval of Project
TSC with the schdeules of commissioping of unit 5 fixed as June 1987 It may
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be realised that with the schedule of commussioning fixed the work order on
M/s PCP was 1ssued at the absolutely proper time as erection testing and com
missioning of 210 MW unit requires 32 months as per norms fixed by Central
Electricity Authonty the apex body for power project 1 India

Further observations of audit that placement of order on M/s PCP was without
ensunng supply of boiler & auxilianes from M/s BHEL 1s totally masplaced as
sufficient sequenual matenal for starting the work at site had already been re
cerved from BHEL and moreover BHEL had also been anthorised to restart the
supphes of matenal 1n December 1984 TI'or such a big job the erection agency
normally takes 3 months to establish and mobilise the erection site for start of
erection Job Thus 1t 15 established that work order on M/s PCP for ETC of boiler
and auxiharies for Umt 5 was placed at techmcally proper tume and duting sub
sequent period also non receipt of any matenal from BBEL never became a
mayor source of hold up 1n progress of work

A letter of mtent for supply of boiler & trubo generator and their auxiliaries for
unit 5 was placed on M/s BHEL in May 1980 Number of mecting was held
between HSEB and BHEL. to freeze the scope of supply of matenal (Technical)
and to finalise the financial terms and conditions On the basis of the freezed
scope BHEL submutted the price bid which was negotated at the level of Chairman

HSEB and final price was agreed upon Thereafter BHEL started the supphies of
material

While finalising the terms and conditions of the contract, neither a fixed definite
completion schedule of supply was defined nor any delay 1 delivery clause was
fixed As already detailed above BHEL supply was never a constraint
completton of Umt 5 The reasons for delay 1n completion of Unit 5 had been
due to paucity of funds which had a cascading effect on the progress of work on
each & every stage The 1ssue of detailed purchase order on BHEL 1 June 1990
was only a formality as and 1n the detailed purchase order technical scope freezed

and terms and conditions agreed 1n various MOMSs were mcorporated by referring
to MOMs

The 1ssue of detailed purchase order at a delayed stage and non ncorporation of
defimte supply schedule was never a factor i delay 1n commuissioning of Unit 5
and true the reason for extra expenditure 1o erection agency (Rs 98 45 lacs) BHEL
never delayed the supplies for Umt 5 rather 1t was HSEB who requested BHEL
to postpone the supplies as project was not progressmg as per schedule fixed
due to shortage of funds On the contrary 1f BHEL would have supplied the
material 1 one go without, co relating with requirement of the Project, then
HSEB would have even suffered further loss as prolonged unplanned storage
would have deteniorated the matertal and Board have to spent huge amount m
repainng the matenal & then bringing the same 1 proper condition
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Rather delay m one activity had a cascading effect i the progress of other ac
tivities of project as for example 1s evident from

1 Turbine hall with fully comnussioned EOT crane was made ready for the
erection of turbine only 1n April 1987 and boiler cannot be commissioned
as the same has to be linked with TG at numerous stages

2 Umt 5 was commusstoned on o1l 1n 3/89 & then had to be boxed up as
coal handling plant was not ready which was made operational only
10/89

Conclusively supplies from BHEL was never a factor for delay i commissioning
of unit But the progress on all fronts of projects was siow due to injuction of
madequate funds The work order on M/s PCP was placed at proper time but
further shortage of funds i later years effected the progress of project on all
fronts and eventually delayed the project & Board had to mcur additional
expenditure also

The Commutiee noted that only 1 4 per cent of the work was completed within the
scheduled date of completion and the Board s reply that 1t was due to funds constraints
was not tenable as the over run charges (Rs 65 75 Lakhs) and price escalation (Rs 27 71
1 akhs) could have been avoided had the Board coordmated the construction work with
the supply of boiler equipment from BHEL

The Commttee, therefore, recommend that the officers/officials m defauit
for such time over runs should be penalised

343 Unjustified investment on track hopper in Coal Handhng Plant

17 The Project had two wagon tipplers for unloading coal (for unit I to IV under
stages I and II) on common hopper from conventional railway wagons It was decided to
mstal two more wagon tipplers for unit V (Stage III) with similar arrangements How
ever Kumarmanglam Commuttee set up by the Planning Commussion to study coal han
dling arrangements observed that muluplication of tipplers would not improve unload
mg of coal and recommended that the project should go n for track hopper with ad
equate conveyor and crushimg capacity so as to avord moedification for handling coal for
the existing as well as subsequent units Turther the Department of Railways was to
decide the design of wagons (Central discharge hopper wagons) suttable for open line
traffic and mass production thereof and intimate the power houses for providing of the
track hoppers Considering the volume of mnvestment antucipated by the Railways the
Government of India (Minstry of Energy) asked (October 1983) the State Electricity
Board for equity participation for procuring prototype hopper wagons The Board 1n
formed (December 1983) the Government that 1t was not in a position to share the ex
penditure mvolved due to financial constramts However the Board without ensuring
the implementation of the recommendations of the Commuttee regardmg avatlability of
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hopper wagons placed (Aprl 1985) a work order on Davy Ashmore India Limited
Calcutta for mstallation and commissionng of a 300 meter long track hopper suitable
for unloading the coal through hopper wagons The installation was to be completed by
September 1986 The contractor completed after about six years (May 1992) the work
of track hopper at a cost of Rs 361 70 lakhs Besides the Board had paid Rs 28 lakhs to
the Raiiways for construction of the rarlway track Thus the track hopper was completed
at a total cost of Rs 389 70 lakhs

The Board 1n additon to the above placed (August 1985) another work order for
design manufacture delivery construction and commussioning of two wagon upplers
and their auxiliaries on Engineering Projects India Limited New Delht at a lump sum
price of Rs 428 05 lakhs with & completion schedule of September 1986 The two wagon
upplers were constructed and commuissioned 1in October 1989 and October 1990 at a
total cost of Rs 492 (5 lakhs Both the arrangements (track hopper and two wagon
tipplers) for handling of coal on the Project were independently sufficient for unit V
under stage IIT as well as for future requirements of umts VI and VII With the commuis
sioning of umt V under stage I in October 1990 unloading of coal was being done by
the above two wagon tipplers In the absence of availability of specially designed hopper
wagons from Railways the track hopper constructed (May 1992) at a cost of Rs 389 70
lakhs was lying 1dle (March 19935)

Since two wagon tipplers mstalled and commissioned i October 1989/1990 could
meet with the requirement for handhing of coal for unit V under Stage III as well as for
future requirement of umts VI and VII the huge capital mvestment of Rs 389 70 lakhs
made by the Project 1n mstallation of track hopper without ensuring availability of req
uist ¢ hopper wagons was not justified

In therr written reply the Government/Board stated as under

In this context, it may be pomted out that Kumar Manglam Commuttee 1n 1ts
report under Pare 3 3 had mentioned that the multipslication of tppler without
removing constraits in the matter of arrangement of tipplers comman hoppper
and lumted crusher capacity will not improve unloading The constraints re

gardmg tpplers having common hopper etc are also covered by the said com
mittee

Pamipat Thermal Power Project at present 1s having 4 units of 110 MW under
stage I & II which are being fed with two No wagon tipplers and at tmes when
all the four onit are running at full load 1t becomes quate difficult to feed the
umts with existing system due to coal quality (1 e site boulder shales etc ) and
the lower grade of coal being made available from the collanes A separate spect

fication for augmentation of the capacity of coal handling plant for umt I to IV
have been got prepared from CEA and the scheme 1s under consideration for
funding of the same through state renovation programme The requirement of

>
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the project for feeding of coal to untt V and for future umits m Stage IV &V was
for two wagon tipplers staggered 50 meter apart with individual hoppers and for
a manual unloading hopper The provision for manual unloading hopper 18 bemng
kept at all the power stations and was essential requirement Lo this project also
keepmg 1n view the requirements of Ratlway & Central Elecy Authority 1n
forming that the project will be getting certamn %age of coal 1n covered wagons
also

The arrangement provided under stage III adequately takes nto account all the
aspects regarding manual unloadmg as well as the requirements of ground hop
per and for future introduction of Central discharge wagons by railway also The
manuat unloading hopper 1s also helpful in expeditious unloading of open wag
ons during mamtenance and breakdown of wagon tipplers and lso duning 1e
ce1pt of poor quality coal (Muddly coal etc ) Presently the project 13 having
only one unmit1e umt No V the requrement ot which 1s adequately bemng mct
with by the available wagon tipplers

The wagon tipplers only may not be sufficient to meet with the full load require
ment of future coming up units as the coal being receved at Power Stations 19
generally not of designed specifications quality and contain big boulders stones
& shales etc The manual unloading hopper 1s got provided by the Project will
be fully 1n use on the commg up of the future units and also on the introduction
of central discharge wagons by Raillway Authonues

The Commuttee 15 of the serious view that n the absence of centrally discharge
wagons erection of track hopper m coal handling plant was not justified 1he Commut
tee, therefore, recomnmend that the ofticers who proposed to erect the track hopper
and those who approved 1ts execution resulting in blockade of Board’s funds to the
tune of Rs four crore since 1992 (not utihsed so far) for future utilization on the
availability of centrally discharge wagons for which no action had been taken so far
due to paucity of funds and well known to the officers of the Board should be imme
diately taken to task Action taken on the concerned officers may be ntimated to the
Comnuttee withun three months

3 4 5 (c) Inventory management

18 Construction wing of the Project held mventory of Rs 11 08 crores as of
January 1995 which mcluded cement and steel items (Rs 1 07 crores) and general store
(Rs 1001 crores) A test check of records of general store revealed that in November
1990 out of store 1tems costing Rs 46 08 lakhs the Cluef Engineer (Consteuction)
declared store items of Rs 38 78 lakhs as slow moving and Rs 7 30 lakhs as non mov
mg Acton to identify the obsolete mventory had not been taken (May 1995)

Besides cable accessories worth Rs 20 39 lakhs were identified surplus and
awaited disposal (May 1995)
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In their written reply, the Government/Board stated as under

The 1tems 1n question have been 1dentified and a hst of such 1tems bas been
sent to the Controller of Stores and all XENs C/S vide memo No 1974 4t
30 895 and 2210 dt 27 9 95 respectively The matter has also been referred to
Director Disposal HSEB Panchkula vide memo No 535 dt 12 3 95 for dssposal
of the same

The list of cable accessories has also been circulated to the Controller of Stores
and all SES/TCC, Xen Grid Const CE/Const and Director Disposal HSEB
Panchkula vide memo No 2885 dt 19 1295 335dt 22495 1984 dt 20895
623 dt. 22 8 96 and 1445 dt 21 8 96 respectively for the disposal of surplus
tems

The Commuttee recommend that the surplus stores be disposed of uandmtely
under mtimation to the Committee and such stores should not be allowed to
accumulate in future

352 Expenditure onnsurance premiim

19 The Board took Manne cum Erecuon imnsurance cover for stage IV equip
ments (for 210 MW unit VI) 1y luding accessonies aggregating Rs 327 94 crores for the
penod from February 1991 to June 1996 at an msurance premium of Rs 2 23 crores w
be paid m nstalments The project authonties mcurred expendsture of Rs 132 62 crores
up to 1\‘/Iarch 1994

Project authonties after making payment of insurance premium amountng to Rs
1 74 crores up to November 1994 requested (December 1994) the Insurance Company
to defer/terminate the MCE 1nsurance policy on the grounds that erection acuvity which
1s the major constituent of the activities had not started and was likely io be further
delayed The Board sought for refund of msurance premmum admissible on account of
non starting of erection work at stte and requested for 1ssue of Storage Insurance Cover
for the matenial received at site so that no further msurance premium is payable except
for the storage mnsurance The Insurance Company had not responded to the request of
project authonties as of March 1995

In their written reply the Government/Board stated as under

Board had taken Marme Cum Erection (MCE) msurance cover for stage IV
Unit 6 equipments (for 210 MW) valid from Feb 91 to June 96 considering the
MCE msurance cover to be most economical one at an msurance premium of
Rs 222 91 lacs to be paid n mstalments The msurance policy 1s to cover the
nisk of various equpments during transit storage at site erection testing and
commussionmng etc To carry out the various activities of the project necessary
out lay was approved in the various financial years i the annual plans Duning
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1994 95 an mtial outlay of Rs 4790 lacs was approved which was further re
vised to Rs 8390 lacs for the year 1994 95 The project had incurred an expen
diture of Rs 4918 lacs 1n 1994 95 but due to non avarlabrhity of funds even after
approved outlay to the tune of Rs 8390 lacs (revised) for 94 95 no erection
actrvity could be started at site even though equipments for Botler TG and their
accessories more than 60% of the total guantity had already been recerved at site
(supplied by M/s BHEL) It 1s further added that bills for payment of Rs 8533
lacs are still pending (for payment to M/s BHEL & M/s Gammon ctc ) Even an
outlay of Rs 6494 20 lacs was also approved for the year 1995 96 but no progress
could be made towards erection activity as funds were not made a\waﬂablc

At the end of 94 95 when 1t became clear that approved outlay 1s not resulting
mio availability of funds and also parucipation of IPP 13 bemng expected for
executng the erection of Umit 6 PTPP the project authorities took up the matter
with the msurance Co M/S O 1C vide letter No Ch 317/PTP/Stg IV/BCD IV
dt 13 12 94 for the deferment/termination of the MCE mnsurance policy of Unit

6 Even the mstalment due for Rs 1307985 towards msurance pretmum during
Feb 95 was not paid and the matter was vigorously pursured with M/8 OIC vide
No Ch 6/PTP/Stg IV/BCD IIdt 24 195 Ch 13/PTP/Stg IV/BCD 11 dt 6295
followed by various reminders and last one vide No Ch 56/PTP/Stg IV/BCD

1T dt 18 595 The matter was even discussed by the project authonties at the
level of Chairman OIC New Delht and Regional Manager OIC Chandigarh

As a result of efforts put 1n by the Project Authorities the Insurance Co finally
agreed for the further extension of MCE policy from 6/96 upto June 99 with the
nommal mcrease of additional premium of Rs 26 22 530 with next mstalment
due for payment on 8 8 96 for Rs 261223 and further quarterly wstalment pay
ment of Rs 815901/ with last instalment to be paid on 8 11 98 of Rs 815899/
by adjusting a sum of Rs 173 33 lacs alieady paid towards insuraance premrum
to M/s OIC upto Nov 1994

The above proposal of the Insurance Co has also been approved by PTSC on
29 8 95 1n ciruclation

The Commuttee observed that the belated action of the Board only m November
1994 to defer/termunate the MCE msurance policy and extending it upto June 1999 by
paymg additional amount of Rs 26 lakhs while there 1s no perceptable smprovement 1
the flow of funds for the unit VI was not justificd The Commuttee, therefore, recom
mend that officers/officials responsible for taking unnecessary imsurance n the ab
sence of erection be identified and held responsible under intimation to the Com
muttee

37 11 Loss due non replacement of station batteries

20 Dunng gnd fatlure station battenies maintamn direct current (DC) supply to
auxihianes of the turbo generator mcluding supply of current to (DC) emergency ol
pump for oiling the bearings of the turbo generator
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It was noticed that the station batteries of units I and Il installed m 1978 79 were
due for replacement 1n 1989 Though the electrical maintenance wing submutted (Octo
ber 1989) their requirement of two sets of the batterres o matersal management wing an
order for supply of the batteries was placed as late as 10 July 1992 on Standard Batleries
Limited New Delht at a cost of Rs 10 91 lakhs The Batteres were recerved i Novem

ber 1993

Dunng gnd failure (26 October 1993 ) DC emergency oil pump of unit II did not
work for want of 1dequate DC voltage of existing baiteries which resulted 1nto starvation
of bearing and serious damage 1o the (urbo generator After replicing the batteries (De
cember 1993) the urut II was synchromsed on completion of reparr of bearmgs (8 Janu
ary 1994) ata cost of Rs 51 07 lakhs Thus delay 1n procurement of batteries resulted m
damage tn the turbo generator 1nd consequentitl loss of generation of 192 720 Mkwh
valued at Rs 26 34 crores during the penod from 26 October 1993 to January 1994

In their wntien reply the Government/Board stated as under

There 1s no prescribed hife for replacement of staton battenes However the
User Section sent wn 1ndent for the procuremnt of 2 sets of batteries 1o material
mandgement section 1n Oct 1989 1t was decided w purchise the batteries through
press tenders The purchase order for the supply of batteries was 1ssued on M/s
Standard Batteries Ltd  New Delln m July 1992 The matenal was supplied by
the firm at the end ol 1993 due to labour trouble/lock out 1n their Factory 2l
though the mater1l was to be recuived 1 Jaunuary 1993 per terms of the pur
chase order The delay was mamlane to 1nability of the firm to supply the ma
tertal 1n time on account of forced majuie condittons The damages tor delyed
supplies were however recovered from the tirm (Rs 51881 90 1e 5% of Rs
1037638/ )

The damage to the beanngs ot the Turbine cannot be solely attabuted to the
weak Station Batteries A detatled enquiry was conducted by a Commuttee of 2
Supenntending Engmeers and one Executive Engineer to mvestigate the hap

pening As per report of the Enquiry Committee there was failure of power fuses
of D C emergency o1l pump at the crucial juncture Moreover there were some
operational lapses also for which disciplinary action has been i ited agamnst
the defaulting officers/officials The consequential loss of Rs 26 34 crores 15
hyothetical and incorrectly worked out The Audit has assumed running of Uit
at full load duning the outage period which 1s practically unpossible Moreover
there was o expenditure on account of fuel consumption and other direct O&M
expenses during the shut down period

The Commuttee 1s of the view that dunng gnd failure (26th October 1993) DC
emergency otl pump did not work mamly for want of adequate DX voltage of existng
batteries Had the existing batteries been replaced with the new ones 1n tme damage (o
turbo generatwor could have been avoided

by
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The Commttee, therefore, recommend that action agamst the officials/of
ficers be taken immediately under intimation to the Comnuttee, who were re
sponsible for delayed purchase of batteries as they took more than 2% years in
placement of purchase order from the date of requirement submitted by the
electrical mamtenance wing

3712 Non conversion of ultraviolet flame scanners to visible flame scanners

21 Uwts I to V of the project had been provided with ultraviolet (UV)
flame scanners The system 1s used to incicate flame or no flame 1n the boiler
furnace so as erther to montor the flame 1n former case or to trip the boiler 1n
latter case to avoid any explosion in the furnace The UV scanners were defi-
cient as 1n case of low load operation poor quality of coal etc  coal 1s not com-
pletely burnt resulting 1n formation of cloud of carbon-monoxide around the
scanner thereby causing spunious tripping of the unit on flame failure To over
come to spurious trnpping and reduce the consumption of unnecessary o1l sup
port to maintain the flame the BHEL ntorduced 1n 1987 an improved system of
visible flame scanners

The project authorities were appnsed by the BHEL about the improved
system 1n August 1989 and a proposal was also approved (September 1989) by
the project authonties for conversion of ultraviolet scanners to visible scanners
but the equpment was not procured for converston of the scanners However
proposal for conversion of scanners at two elevations of furnace of unit V was
approved (July 1993) by the project authorities and a purchase order was placed
(May 1994) on BHEL for supply of two conversion kits at a cost of Rs 10 81

lakhs The equpment for conversion was received m May 1995 and was -
stalled 1n June 1995

It was observed that non-converston of ultraviolet scanners to visible scan
ners resulted 1nto trpping of the umts on farlure of flames for an aggregate
pertod of 357 hours (April 1990 to March 1994) and consequent generation loss
of 56 90 Mkwh valued at Rs 6 36 crores

In their wntten reply, the Government/Board stated as under -

Umt-V was put on commercial runin Oct 90 and BHEL had provided
UV scanners for this Umt which were based on a long tned and proven
technology Though BHEL mught have developed visible scanners 1n 1987
but such modifications cannnot be straightaway adopted without going
1nto relative ments-dements and obtamung field performance report par
tcularly in case of flame scanners which are primanly meant for the
safety of the furnace Moreover the visible flame scanners had imtially a
doubt of spunicus pick-ups of flame under flame farlure conditions which
can otherwise endanger the safety of the Bodler Therefore it was very
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essential to obtain the field performance from the power stations where
these have been installed Also 1t was not considered desirable to straight-
away reject the existtng UV scanners 1volving huge financial 1mplica-
tions without giving fair tnal to them m the 210 MW Umit commussioned
m Oct , 1990 However simultaneously an exercise was started to exam-
1ne the utihity of modified version of flame scanning system and the feass-
bility of substitutton of the old system After scrutiny of the detatled tech-
mcal literature covernng the modtfications required to be carried out and
verifying the facts from the end users 1t was decided to go in for the
conversion of UV scanners to visible scanners since 1t involved a huge
expenditure The placing of Purchase Order and the long delivery of this
imported equipment took some more tme after the approval by PTSC
(O&M) 1n July, 93 and the equupment was finally nstalled 10 May 95
during the overhauling of Unit-5

No doubt the visible flame scanners have better flame scanmng but these
cannot improve the actual flame conditions 1n the furnace which can oc
cur 1n the furnace due to various reasons viz mcomplete combustion due
10 poor quality/wet coal etc draft fluctuation due to system disturbances
and milling plant problems like sheer pin failure etc Under such condi-
tons the borler should invanably trip to save the furnace from abnormal
pressure excursions/explosion no matter whatever type of scanner 1s in
stalled It 1s wrong to surmuse that trippings on flames failure during 90
94 could have been avorded by installing visible scanner The ongimal UV
scanners are avoided by 1nstalling visible scanner The oniginal UV scan-
ners are still being used inmost of the power stattons The audit observa
tions inking all flame failure trippings to non-conversion of UV scan-
pers 1s not correct and 1t shall be wrong to conclude that undue loss of
generation or fuel had occurred on thus account

The Commuttee noted that inordinate delay in processing the purchase
case of improved scanners needs detailed 1nvestipation The Commattee, there
fore, recommend that case of delayed purchase be mvestigated and departmen
tal action against the erring officers/officials be mtiated under mtimation to
the Commuttee

312 Manpower analysis

22 Project reports of Stages I (unuts I and [T} and ITT (Unit V) did not lay
down any standards or norms for the deployment of staff for operatnon and
meintenance of the Plant However *project report of Stage-II (unuts IiI and IV)
envisaged deployment of 4 12 employees per MW of installed capacity for op-
eration and maintenance Compared to these projections the actual number of
persons employed per MW of the 1nstalled capacity of all the units was hugher
during the four years up to 1993-94 as indicated below

4]
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Sr Particulars Year ended March
No
1991 1992 1993 1994

1  Installed capacity at the 650 650 650 650
cnd of the year (MW)

2 Number of employees 2678 2678 2678 2678
requured as per project report

3 Actual number of employees 2803 3078 3113 3125

4  Employees per MW of 431 474 479 481
installed capacity

5  Excess number of 125 400 435 447
employees

6  Total expenditure on 889 19 97800 135796 162940
salanes (Rupees 1in lakhs)

7  Proportionate extra 39 65 12721 189 76 23307
expenditure on excess staff
{Rupees 10 lakhs)

The proportionate extra expenditure on excess staff durmng the pentod from
1990 91 to 1993 94 worked out to Rs 589 69 lakhs

Employees per MW of 1nstalied capacity employed at the Project ranged between
4 31 and 4 81 which was higher than the All India average of 3 22 employees per MW
The Board had constituted on 15 October, 1993 a Commuttee to review the staffing
pattern on the Project Though, the Commaltee was required to subinit theif report and to
give therr remommendations within three months 1 e by January 1994 the report had
not been submitted (March 1995)

In thewr written reply, the Government/Board stated as under

The project reports of stage I & III did not lay down any standard or norms for
the deployment of staff for operation and mamtenance at Plant The deployment
at the Project has been made on actual basis duly approved by Board It may be
mentioned that the employees per M W of installed capacity employed at Project
as mentioned 1n audit para ranged from 4 31 to 4 §1 compared to Northern India
level of 6 persons per M W as mentioned 1n the questionnaire on the para of the
report of C&AG for the year 1988 89 (Commercial) (Govt of Haryana)

A committee was constituted to review the staffing pattern 1n respect of Panipat
Thermal Power Station vide Secretary HSEB Panchkula o/fo No 4148/Cadre
dt. 15 10 1993 The Commuttee was required to give their recommendations within
three months from the date of 1ssue of order
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The commttee was reconstituted by the Board vide o/o No 4295/Cadre dt 22 4 94
due toretirement of Sh M L Thureja, CE (OP) Sh H S Dahiya was nommated
as Charrman of Commuttee The commuttee was again reconstituted by the Board
vide o/o No 4302/Cadre dt. 10 1 1995 wherem Sh K G Dball CE (Thermal
Design) was made the Chairman of the Commuttee

The Commuttee submutted 1ts report to Secretary HSEB vide No 9846/CE/TD
dt 1895 The Commuttee has recommended to abohsh certam posts which
includes the posts specifically created for the Thermal Projects As such 1t

volves a thorough examination as immediate shifing from the Thermal Project
to the other Wings of HSEB 1s not possible The report 1s under exammation
with the Secretary/Board A final action as per the report 15 requircd to be taken
after acceptance of the report by the Board

The Commutiee took the sertous view of the excessive manpower deployed i the
Thermal Plant and delay 1n constitution of the Committee and implementation of its
recommendations The Committee, therefore, recommend that the €XCeSs manpower
be gamnfully utibsed n the other wings of the Board without further delay under
mtimation to the Commuittee

3141 Avoidable payment to a contractor

23 Work of construction of sewerage disposal sump was awarded (October 1979)
to Radha Construction Company New Delhs at Rs 11 82 lakhs The work was to be
completed by 30 April 1980 As per terms of work order, 1t was obligatory for the
project authorities to give clear site and ensure that there was 1o flooding or seepage of
water from the already lard storm water Imes and sewerage lines Into excavation area

After completing the work of Rs 11 31 lakhs (95 7 per cent) the contractor aban
doned (March 1981) the work as the working area was flooded due to seepage of water
from the storm water hine and sewerage line and requested (March 1981) the project
authonties for giving clear site to resume the wotk The project authortties mstead of
taking remedial measore or allowing the contractor to rectify the seepage at an additional
cost, 1ssued {(Apnl 1981) a notice to the firm to resume the work within seven days of
1ssue of the notice otherwise the work would be got done at their nisk and cost

H

'The firm obtained (May 1981) stay order from court of Sub Judge Ist Class Panipat
for restraining the project authonties from doing the work at their risks and cost On the
request (May 1981) of the firm the court appomted (14 January 1982) an arbitrator for
adjudication of the dispute The contractor lodged (December 1982) claims for Rs 38 37
lakhs for 1dle labour and machinery loss of profit, delay mn handing oversite etc and the
Board lodged (February 1983) a counter claim of Rs 3 91 lakhs on account of comple
tion of left over work before the arbitrator The arbitrator announced (January 1991) his
award and allowed relief of Rs 3 50 lakhs to Radha Constructon Company New Delh
with simple mterest at the rate of 12 per cent per annum from 14th January 1982 ull the
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date of award and at 9 per cent mterest per annum from two months after the date of
award tzll the date of payment The award was made rule of the court on 15th May 1992

The prpject authonties deposited Rs 3 50 lakhs the court and went 1 appeal 1
Punjab and Haryana High Court, which was dismissed on 15th July 1993 The court
released (July 1993) amount pfRs 3 50 lakhs to the contractor and 1nterest amountng to
Rs 5 27 lakhs was paid (July 1993) by the project authonties

Thus failure of the project authontes to provide clear site for work resulted 1n
avoidable payment of Rs 8 77 lakhs

~

In their wrrtten reply, the Government/Board stated as under

. The clear site was made avatlable to the contractor on 23 2 81 after stoppage of
the water leakage from the already laid hine and confirmation 1n this regard was
given to the firm vide XEN/CC II telegram/end st No 352/CWS 35dt6 3
81 and memo no 391/92 dt 12 3 81 addressed to M/s Radha Const Company
BL 46 Har Nager New Delln Hence 1t 18 incorrect to say that the failure of the
project authorities to provide clear site for work resulted i avoidable payment
of Rs 877 lacs (Rs 3 50 lacs plus Rs 527 lacs) The contractor s claun on
account of non release of clear stte was even defended by HSEB before the
arbitrator After the non speaking award of the Arbirator the case was also de
fended 1n the court but the court held the Arbitrator s deciston wmntact. Because
the clear site was given to the contractor hence the para be dropped as no bady
15 responsible

The Commuttee 15 of the view that esther the Board had not defended the case
properly or 1t had not provided the clear site to the contractor

The Commuttee, therefore, recommend that the matter be looked mto and
responsibility of the officers/officials for this loss to the Board be fixed and penal
action be mitiated within three months under ntimation to the Commuttee

o
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HARYANA AGRO INDUSTRIES CORPORATION LIMITED
411 Loss due to non acceptance of order

24 In response to an enquiry (December 1991) by a pnivate firm for bulk pur
chase of vanous beverages and canned products worth rupees one crore approx durng
the year 1992 the Foods and Fruit Processing Plant, Murthal a umt of the Company
mumated (Janvary 1992} the rates which included the standard profit margin of ten per
cent For the years 1990 and 1991 the finm had a rate contract with the plant having a
profit margin of only five per cent The firm responded (Jannary 1992} giving their
tentative requiremnent for the year 1992 at marginally lower rates (with 9 9 per cent profit
margin to the company) with reference to the rates offered by the unit The proposat was
sent the same day to the Head Office for approval However the decision was not con
veyed to the umt, reasons for which though cafled for (May 1994) were not intimated
{October 1995)

It was observed that capacity utilisatton during 1992 93 for beverage
and canned products was only 0 3 and 13 3 per cent respectively and the
plant could have executed this order The plant maragement has also con
firmed (April 1995) that as per production capacity the plant could manufacture the
matenial for supply to the firm over and above the production already made 1n the year
1992 93 with the same regular staff Had the offer of the finn for bulk supply been
accepted the Company could have eamed a profit of Rs 4 75 lakhs

The matter was reported to the Company and Government :n May 1995 thenr
replies had not been recewved (October 1995)

n their wnitten reply the Government/Corporatton stated as under «

Perhaps the Audit might have not been able to get the record from the plant or
might not have discussed this matter with the then officer at the plant or at head
office The facts of the case are that M/s Trade Links Limited sent an mquiry
vide letier no TFP 3062 dated 19 12 91 mdication there n the tentative re
quirement for the year 1992 Such enquines were also sent to other parties by
M/s Trade Links It was neither any firm offer nor we were the exclusive party
to offer the rates This proposal was examined at head office level and approval
was granted to offer the best competitative rates for the entire gty at the mam
mum price mspite of the nisk of price increase through out the year The GM
quoted the rates vide letter No FP Sales 25 91 92 dt 2 1 92 which were as per
price list finalised on the basis of rates prevailmg on 1 11 91 whereas the cost
was mcreased by 2 1 92 Besides 0 5% additional discount was alse granted
M/s Trade Link vide letter No 3438, dt 22 1 92 offered their own rates Case
was sent by GM, Plant to Head office vide letter no Sales 25 91 92/Spl I
de 22 1 52 indicating theirin the difference 1n the price list quoted by the Corpo
ration and the rates offered by Trade Link the difference was substantial m sev
eral items, Besides there was risk of price increase duning the year The GM was
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allowed to offer 3% additional discount on the price which airedy offered to
Trde Lk The G M offered the same vide letter no GM/Sales/25/91 92/16292
17 dt 20 2 92 This letter mught hve escaped the notice of the audit party M/s
Trade Link did not accepted our offer and placed order on the plant for suppply
of fruat cocktail only

From the above 1t 1s very clear that the Audit might have not been able to get the
complete file/ papers and calculate the loss on the notional basis The facts given
above clearly indicated that head office has granted approval immedately and
the plant was quick enough to respond to the enquiries of M/s Trade Links But
1t was not 1n the hand of the Management to compel the party to place enture
orders on the Corporation Mere inquiry by the party should not be made the
basts of audit objection t1ll a final deal 1s concluded

During oral examination of the Secretary the Commutiee noticed that Deputy
General Manager informed the Audat party at the tume of audit of Murthal Plant that the
head office has not conveyed the deciston to accept the offer and contrary to the version
of Deputy General Manager, the representatives of the company wnformed the Commat
tee that the head office had conveyed the acceptance of the offer to the plant Thereafter
the matter was also reported by the Accountant General office to the Company and the
Govt but no reply has been recetved by them 21l October 1995 which reveals that audit
objections are not taken up senously by the Company

The Comnuttee recommend that Deputy General Manager, Murthal Plant
be held responsible for not providing the correct information/record to the audit
party and acton be taken agamnst him The Committee further recommend that
officer once posted as Managmg Director of the Corporation may not be trans
ferred at least for three years in the interest of the company and swtable steps be
taken by the company to advertise their products so that the company can compete
with the multinationat compames in the field

412 Avowdable loss of interest

25 Section 35 of the Income Tax Act prescnibes deduction from taxable income
1n respect of payments made to any orgamisation/instrtution carrymng out any work of
scientific research provided such mstitution 1s approved for the purpose by the prescribed
authonty (Central Government) by notificatton m the official gazette

THe Company beimng the nodal agency for propagating interest of agnicnlture
farmers and agro based indusiries 1 the State established an independent society viz
HAIC Agro Research and Development Centre (Research Centre) on 11th March 1993
The payments made to the Research Centre (an mnstitution carryimng out scientific
research)were deductable from the taxable income only after the Research Centre was
approved by the competent authority 1 ¢ Government of India)
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In anticipation of approval by Government of India the Company contributed
(26th March 1993) Rs 2 25 crores to the Research Centre and obtamed (14th May
1993) a loan of Rs 2 20 crores from the Institute at the nterest rate of 12 per cent per
annum The Research Centre was approved by the Central Government 1n December
1993 for the year 1993 94 ard 1994 95 with the result the Company could not get ben
efit of mncome tax rebate mn respect of payment made to Research Centre during the
financial year 1992 93

The Company cancelled (February 1994) the loan agreement and decided to treat
the contribution of Rs 2 23 crores to the Research Centre and loan of Rs 2 20 crores
taken from 1t as mterest free loan As the Company had been availing cash credit from
Banks at 17 75 per cent terest 1t lost mterest of Rs 4 55 lakhs for the period the
amount rematned with the Research Centre

The dectsion to make huge contribution to the Research Centre which was not
approved by the prescribed authority resulted m loss of interest of Rs 4 55 lakhs

The matter was reported to the Company and Government 1 May 1995 therr
rephes had not been received (October 1995)

In therr wniten reply the Government/Corporation stated as under

As per the audit para submitted to us the Corpn has suffered a loss of Rs 4 55
lacs on account of mterest on transfer of funds to the society The reply to the
said para 15 as under

1 The Corporatton has contnbuted a sum of Rs 2 25 crores to HAIC Re
search & Development Society for carrying out the research and develop
ment activities before the end of financial year 31st Ma-ch 1993

2 The Corpn was entitled for 100% tax rebate from the Govt of India
under the provisions of the Income Tax Act (Section 35)

3 The Society had deposited the amount m a bank so as to start carrying out
the research & development activities i the State of Haryana

4 Smce the society had not started carrying out research and development
activities the Corpn decided to avail loan from the soc ety @12% pa m
the month of May 93

5 The Corporation has not requested the society to refund the amount 1m
mediately Since the society was to carry out development acuvities m
month of Apnil 93 and to make out a detailed proposal for the same

6 Had the Corpn approached the society immediately i the month of April
93 orn the month of May 93 the Corpn would not have been benefitted
siace no CC limats with UBI for fertiliser and other activies had been
availed and the Corpn  would not have taken the benefit of mterest on that
day o
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7 These funds also could not be used for our wheat Limits since according
to the mstructions 1ssued by the Reserve Bank of India followed by the
SBI the money kepl 1n wheat limits could not be utiised for our other
activities

The Commuttee 1s of the view that the company should not have established the
Research Centre at the end of the financiyl year 1992 93 and an amount of Rs 2 25
crores should also not be contributed to ths centre at the belated stage 1 anticipation of
approval by the Govt of India The Commuttee 15 also of the view that had the Research
Centre been established during the first quarter of the financial year 1992 93 and sincere
efforts been made by the Company to get the early approval of Researck Centre from the
Govt of India loss of Rs 4 55 lakh could have been avorded

The Commuttee, therefore, recommend that matter be got re investigated
and responsibility of officer/offictals, by whom the case of establishing the new
Research Centre at the fag end of the financial year 1992 93 was imtiated, be fixed
and penahsed under Intimatien to the Commuttee
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HARYANA POLICE HOUSING CORPORATION LIMITED

421  Wasteful expenditure on Officers’ mess

26 The Company without prior approval of the Board and Government hired a
buildmg {compnising five bed rooms, drawing dinmng rcom, two lobbies kitchen bath
room and one garage) at Panchkula with effect from December 1989 at monthly rent of
Rs 5000 to be utihised as Officers mess cum Managing Director s (M D ) residence
Before hiring the bmlding the requirement for setting up of the mess was not assessed

Three rooms of the bullding were vtlised for the residence of the M D and his
family with effect from 15th December 1989 and two rooms to be used for stay of other
officers At the mstance of Board (December 1991), the Government regularised (Au
gust 1994) the expendrture on rent of the buillding It was noticed m audit (May 1994)
that no officer stayed 1n the mess/used the mess facility The Company never reviewed
the worhing of the mess to assess 1ts usefulness erther before or after 1ts occupation The
mess was closed (21st February 1992) and the staff withdrawn mm February 1992 when
the premuses were vacated by the family of the M D

Total expenditure on the residence and the mess up to February 1992 worked out
toRs 3 58 lakhs (rent Rs 1 34 lakhs electricity and water charges Rs 0 09 lakh staff
salaries Rs 1 64 lakhs and non recumng mess expenses Rs 0 51 lakh) After deduct
mg the expenditure of rent of Rs 1 34 lakhs of the burlding which was regulanised by the
State Government the Company 1ncurred expenditure of Rs 2 24 lakhs for the running
of the mess which never funcuoned

Runnmg of the mess without assessing 1ts viability resulted m a wasteful expen
diture of Rs 2 24 lakhs

The Government stated (April 1995) that the Company had workeq out the feast
bility and reasonability of continuing and mamtaining the mess The reply 18 not tenable
as the mess did not function at all

In thewr written reply the Government/Corporation stated as under —

The expenditure of Rs 2 24 lacs worked out by the audit pertams to following
items —

Electnenty & Water Charges Rs 009 lac
2 Staff salaries Rs 164 1lac

Non recurring mess expenses on the
purchase of fumitures fixtures curtams
and other office equipments Rs 051 lac

]

™
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As already mtmated to Audzt, the above expenditure was mimimum required
for running the mess which was set up by the then Managing Director Late
Shr1 ] P Atray IPS there was full justification for mcurrng this expenditure

The then Managing Director had worked out the feasibility and reasonability of
continuing and mamtamimng the mess with the purpose of utilising the abonve
mess for official visitors who had to stay m connection with official duty as the
staff members posted 1n the field at different stations were supposed to stay here
while visiting the headquarters 1n connection with official duties as there was no
other surtable accommodation available 1 the newly developed town Panchkula
at that tme Snce the Officer concerned has expired 1t would not be possible to
fix responsibility

It 1s further added that the amount of Rs 0 51 lac shown as non recurnng ex
penses on the purchase of furmtures fixtures and curtams etc as already sub
mitted at the tme of Audit all these items are bemng used m the office of the
Corporation and as such this amount cannot be treated as wasteful expenditure
The matter 1n this regard was also taken up by the Managing Durector s vide
DO Letter No 5518 dated 24 7 95 with Deputy Accountant General (Com
mercial Audit) Chandagach

The Commuttee noticed that the Company hired a building at Panchkula mn the
month of December 1989 at the monthly rent of Rs 5 thousands wrthout prior permis
ston of the Board of Directors and the Government The Company decided to use the
building as Officers Mess cum Managmg Directors  residence but the Committee
shocked to know that the building was entirely used as the residence of the Managing
Director and was never used as Officer s Mess because no officer of the Police Depart
ment stayed there except the farmly of the Managing Director Therefore the Compnt
tee 15 of the view that the accommodation was hired by the then Managing Director to
accommodate his fanuly which 15 a great mregulanty The Commuttee took it very sen
ously and 15 of the view that stern action 1s warranted agamst the then Managing Direc
tor but since the then Managing Director has expired no action could be taken against
him However , the Committee recommend that concrete steps be taken by the Com
pany to stop the re-occurrance of such type of irregularities in future and no build

ing be hired by the Company without prior approval of the Board of Directors and
Government in fature
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HARYANA STATE ELECTRICITY BOARD

4 4 1 Avaidable payment of excise duty on repair of damaged transformers

27 To clear the backlog in repair of damaged distribution transformers
the Board decitded (9th May 1991) to get them repatred from private contractors On rates
terms and conditions of work contracts entered into by Pumab State Electncity Board
(PSEB) The PSEB conditions envisaged that excise duty legally applicable on parts
used 1n the repar of transformers would be p-ud extra on actuals The work orders 1ssued
by Chref Engineer Workshops Dhulkote for repair of 1000 transformers during Septem
ber and October 1991 provided that excise duty on parts used 1n reparr of transformers
shall be paid extra on actuals on production of documentary evidence

The excise duty was not leviable on the coils used 1n the repair of damaged trans
formers as decided (26th November 1991) by Central Excise Tribunal i the case of
Collector of Central Excise Chandigarh versus Sub divisional Officer Coil Fabrication
PSEB Amntsar The workshop authorties did not modify the terms and conditions of
payment of excise duty on cous m their subsequent contracts until June 1993 reasons
for the same though called for (November 1994) were not mtimated {October 1995)

A test check of 16 contracts entered 1nto with private contractors between July
1992 and February 1993 for repatr of 3920 transformers revealed that the workshop
duthonties made provisions m contracts for payment of excise duty on actual basis in
volving avoudable payment of Rs 10 66 lakhs on coils used 1n the repair of 3551 dam
aged transformers recetved up to 31st March 1995

Thus due to non modification of terms in regard to excise duty on coils used 1n
the repair of damaged transformers 1n the work contracts entered mnto between July 1992
and Febrvary 1993 1n the light of decision of Lxcise Tribunal resulted in avoidable
payment of excise duty of Rs 10 66 lakhs

The matier was reported to the Board and Government in June 1995 their replies
bad not been recerved (October 1995)

In therr written reply the Government/Board stated as under —

It s correct that the HSEB started repair of damaged disttibution transformers
through private contractors in the year 1991 following the rates terms & condi
tions of PSEB PSEB 1n therr repair contract had the provisions of following
clause regarding excise duty

Excise duty and any other Govt levy on parts used 1n the repair of transformers
which 1s legally applicable shall be paid extra at actuals on production of neces
sary documents such as ED Gate Pass etc 1n proof of having paid the said
amount It may be noted that as per existing excise duty rules excise duty is not
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chargeable on the repawred transformers as a whole No excise duty whatsoever
shall be payable to the units which are exempted from paymg excise duty

With this clause HSEB placed 16 orders on various firms between July 1992 to
February 1993

Subsequently m Apnil 1993 PSEB modified the above clause (payment of ex
cise duly clause) as under —

Excise duty 15 not leviable on any component used in the repair of damaged
transformers including leg cotls n view of the order No 1002 1003/91A dated
26 11 91 of Excise Tribunal It may be noted that as per existing excise duty
rules excise duty 1s not chargeable on the repaired transformers as a whole
Bidder 1s 1tself responsible for obtamnng relaxation 1n this regard from the Ex
cise Deptt

Following this amendment by the PSEB orders placed by HSEB 1n June 1993
were 1ssued with the amendment as done by PSEB because WTMs decided to follow the
PSEB 1 totality m 6/93 The PSEB had also paid the excise duty dunng the period
discussed 1n the audit para as confirmed by PSEB vide Xen TRW Divn PSEB Patiala

memo No 454/Q 3266 dated 19 1 95 As such no avordable expenditure 1n payment of
excise duty was incurred by the Board

Further 1t may be clanfied that even today though we are not paying excise duty
on the leg cods but the reparrers are being charged ED on the fabnication of couls 1n
therr workshops by the Excise Deptt where the units are exciseable and the relief given
by the Tribunal to HSEB vide their order No E/275/93 BI dated 24 9 93 1s applicable
for the HSEB departmental workshops as they are not marketing the product

The Commuttee noticed that the Board has blindly followed the Punjab State
Electricity Board m this case and paid excise duty amounting to Rs 10 66 lakhs from
July 1992 to February 1993 mspite of the decision of the Tribunal 1n November 199]
and even the Board has not filed the clamm to get the refund of the duty thus paid

The Commuttee recommend that Investigations be made whether the excise
duty was actually payable and the private parties has not got the refund of the
excise duty levied on them on the decision of the Tribunal or on some other author

ity The results of such mvestigation be mtimated to the Commttee within three
months

442 Extra expenditure on purchase of copper wire

28 The Chief Engineer Workshops Dhulkote of Haryana State Electricity
Board (Board) placed (May 1986) a purchase order on Hargo Transformers
Panipat for the supply of 6000 kg Double Paper Covered (DPC) copper wire
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asper IS S 7404/Part 1/1974 having ordinary covenng of size 21 S SWG at an equiva
lent rate of Rs 66 66 perkg As per terms of purchase order supplies were to be com
pleted by 7th March 1987 The firm offered for mspection 500 kg DPC copper wire 1n
December 1986 1035 kg wire m April 1987 and 450 kg wire n July 1987 but each time
the offered material was not found according to the specifications The Workshop ultx
mately referred (April 1988) the case for advice to Legal Remembrancer of the Board
who advised (May 1988) for 1utatng nsk purchase clavse agamnst the firm After sery
ing the nsk purchase notice (25th May 1989) tenders were nvited (21st September
1989) by the Workshop Tenders were opened on 18th October 1989 which were valid up
to 16 January 1990 The rate of M/s Navin Dhatu Udyog Delhs at equated rate of Rs
103 58 per Kg (excluding CST and ED) was the lowest Due to financial implications
the matter was referred to store purchase committee which failed to finalise the tenders

within the validity period and the tender enquiry was ulumately dropped on 27th De
cember 1990

Subsequently the tenders were e 1nvied m February 1991 and placed (June 1991)
supply order on P ¥ Winding Wires Somipat for the supply of 6000 kg DPC wire at Rs
120 per kg {excluding excise duty and sales tax) As against the extended delivery pe
riod of February 1993 (ongmal dehivery period up to Janvary 1992) the Sompat firm
supplied 5877 3 kg DPC wire 1n Jupe and August 1994 at an aggregate cost of Rg 8138
lakhs whereas the matenal would have costed Rs 3 92 lakhs only had it been supplied
by Hargo Transformers Panipat Pending supply of matenal from the Sonipat firm the
Board lodged (May 1993) claim of Rs 3 53 lakhs with Hargo Transformers Panipat
The firm referred the matter to the Arbitrator m May 1993 The Arbutrator dismssed

Thus due to non finalisation of tenders mvited 1n 1989 within the validity

penod and subsequent delay tn lodgmg the claim with the defaulting firm m tme the
Board had incurred an extra expenditure of Rs 4 46 lakhs

The matter was reporied to the Board and Government 1n May 1995 therr replies
had not been recerved (October 1995)

In their written reply the Government/Board stated as under —

The firm of Panipat offered the matenal thrice but every time the material faled
m ESP test in Shit Ram Test House Delhi as a result of which the delvery
period expired Thereafter mstead of offering fresh matenal for mspection the
firm through therr letter dated 2 2 88 demanded price escalation m violation of
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ing nisk purchase against the firm The advice of L R HSEB Panchkula for
affecting r1sk purchase was received on 2 5 88 The risk purchase notice could
not be 1ssued mmediately as the then Chief Engineer/Workshops was hopeful
that the firm will supply the material and as desired by the then Chief Engneer/
Workshops the firm was asked to depute their authortsed representative for dis
cussion on 11 8 88 but the firm through therr letter dated 6 8 88 showed their
mability to attend thus office on 11 8 88 Then the firm was again asked to de
pute therr representative on 30/31 8 88 but nobody from firm s side turned up
but mstead the firm wrote a letter dated 6 12 88 demanding price escalation
which had already been rejected Due to the above comrespondence the risk

purchase notice could only be 1ssued to the firm on 25 5 89 to which the firm did
not respond

For affecting the nsk purchase agamst the firm NIT No WS 534 with opening
date as 18 10 89 was floated through press a copy of which was also et dorsed
to the firm to meet with the legal formahties and provisions of the Purchase
Regulattons of HSEB The tender could not be finalised within the validity pe
nod probably because the case was relating to nsk purchase and the file re
mained marked to A/Cs Section for more than one month and to the C E /Work
shops for about one month and finally 1t was dropped by the SPC 1n 1ts meefng
beld on 27 12 90 as the case could not be dectded within the scheduled validity
period and the finms failed to extend the validity period

Fresh NIT No WS 584 was floated through press and PO No WT 1485 dated
17 6 91 was placedon M/s P J Winding Wires Sonipat The ongnal delivery
pertod was upto 1/92 but the firm did not supply the materzal upto this delivery
period The claim could only be lodged with the earlter firm after receipt of the
matertal The firm did not supply the matersal withm dehvery period and went in
default on account of devaluation of rupee by the Central Govt which caused
heavy fluctuation m foreign exchange as well as bank loans etc and subse

quently after protracted correspondence between the firm and the CE /Work

shops and as per decision of the WTMs the firm agreed to supply the material
which was completed during 1993 94 by which time the limitation period for
lodging the clamm with M/s Hargo Transformers Panpat had expired However

to avoud further delay and to watch the miterest of the Board the claim was
lodged with the firm during 5/93 but the same was rejected by the Arbitrator in
favour of the firm However the Board filed an objection petition agamst the
above award 1n the court and the case 1s still under consideration by the Hon ble
Court The next date of heanng has been fixed for 3 2 1997

The Commuttee noticed that the Board could not mvoke the nisk purchase clause
being the time barred due to delay m processing and finalising the purchase case and the
Board had to ncur extra expenditure of Rs 4 46 lakhs

The representatives of the Board also admitted during the oral examination that
some of their officers have commutted lapse and they are imtiating action against them
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The Commuttee, therefore, recommend that the matter be mvestigated and
responsibility of the officer/officials for not pursuing the case expeditiously and
properly be fixed wathin three months and action be taken against them under
intimation to the Committee The Committee further recommend that remedial
steps be taken immediately to avoid re occurrance of such type of delays in future

443 Extra expenditure on shifting of a transmssion line

29 Sales manual of the Board provides that the cost of additional material e
quired for shifting/diversion of the route of the electrical lines to comply with the de
mand of the requisitionist should be recovered from hium

It was noticed mn audit {October 1992) that construction of a 66 KVD/C
Panchkula Barwala power line was taken up by the Board in October 1990
While the work was tn progress M/s Haryana Nitrochem Limited a jomt sector
company of Haryana State Industrial Development Corporation requested (March
1991) the Board for diversion of the line near village Manka because the
proposed line was passing through their upcomming project where a prilling
tower of 250ft height will be constructed and the power lmes should be at
least 150 metres away from the project site though 1mitially the Chief Engineer
(Construction) was of the opinion (April 1991) that the diversion was not
possible due to the existence of topographical/technical constraints and the
foundation work at a cost of Rs 0 37 lakh had already been completed (March
1991) mn the onginal route the Board agreed ((October 1991) to shift the line
on the condition that the additional expenditure would be borne by the firm
The Board did not 1nsist the company for depositing the shifting charges 1n
advance at the start of the work The drversion work was taken up on the
direction (December 1991) of Member Technical Operation of the Board and
completed (April 1992) at an extra expenditure of Rs 2 43 lakhs desprte the fact the firm
did not agree to bear addional expenditure

Had the Board msisted for advance deposit of shifting charges before starting the
work the extra expenditure of Rs 2 80 lakhs could have been avoided

The matter was reported to the Board and Government 1o March 1995 thetr replies
had not been received (October 1993)

In their wnitten reply the Government/Board stated as under —

This hine was shifted on the request of the firm but the firm has shown reluc
tance 1o deposit the cost of estumate Matter was pursued vigorously with the
firm at all levels but the firm did not come forward to deposit the amount It was
decided to recover the amount through energy balls and accordingly the amount
was debated to consumer s account by the AEE S/Urban $/Divn Panchkula vide
SC&A Regster item No 918/122/32 dated 24 11 95 and raised the energy bill
accordingly But the firm M/s Haryana Nitrochem Ltd did not made the pay
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ment of even his current energy hlls inspite of several notices 1ssued to hmm
despite disconnection of supply to the consumer (bearing A/c No (LSU 55)
temporanly vide PDCO No 29/1788 dated 16-4 96 and disconnection of supply
permanently vide PDCO No 35/1788 dated 21 5 96 from out side the factory
from the HSEB system

It 1s further added that the security deposit of the consumer lying with the HSEB
amounting to Rs 52 500 has been adjusted vide SC&A Register No 210/40/44
dated 13 6 96 The SE OP Cucle Ambala has been directed to make all out
efforts to recover the pending dues of the Board from the firm through Land
Recovery Act

The Committee noticed that the diversion work was taken up on the
direction of the then Member Technical OP of the Board i December 1991
without getung the advance deposit from the firm which 15 against the rules
of the Board The \Comrmttee also noticed that the ther Member Technical
OP of the Board has since been retired and therefore no action could be
taken against him However the commuttee 1s of the view that the power
connection of firm should have been disconnected in the year 1992 1 ¢ just
after the completion of the work but no action was taken by the Board ull
November 1995 which 1s a gross lapse

The Commuttee, therefore, recommend that the action be taken agamst the
defaulting officer/officials, those have not taken any action against the firm from
1992 to 1995 and delayed the case too much

The Commuttee further recommmend that 1t may be ensured by the Board
that such type of diversion/shifting work may not be carried out without getting
the advance deposit from the concerned party in future and a circular may be
1sstted to all the offices of the Board in the State in this respect.

444  Avoidable expenditure on repair of distribution transformers

30 After considering the recommendations of Rurai Electrification Cor
poration (Manual 9/1976) the Board decided (April 1989) to dispense with
the provision of a breather 1a repair of the dstrbution transformers of capacity
below 63 KVA Accordingly breathers were not provided 1n the distribution transformers
up to 63 KVA repaired m the Board s workshops from May 1989

It was observed 1n audut that contrary to the Board s decision provision of silicagel
breathers 1 the transformers of capacity 63 KVA and below was continued to be made
by the workshop authonties 1n 45 work orders placed on private firms dunng the penod
from July 1992 10 November 1993 for repair of 5977 distribution transformers (Z5KVA

2100 and 63KVA 3877) Of these, 5947 distribution transformers (25 KVA 2096 and
63 KVA 3851} were recerved back duly repaired up to March 1995 The Board had
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mcurred an avoidable extra expenditure of Rs 2 83 lakhs on the provision of breathers
4001 distribution transformers (25 KVA. 150 ind 63 KVA  3851) However 1n the work
order with various firms 1ssued tm Jaunary 1994 for repair of transformers of capacity 63
KVA and below provision of a breather for the lower capacity transformers has been
withdrawn

Thus non comphance of the decision of the Board by the workshop authorities
has resulted 1n an avoidable expenditure of Rs 2 83 lakhs

The matter was reposted to the Board and Government 1n March 1995 their re
plies had not been recerved (October 1995)

In their wntten reply the Government/Board stated as under —

In this connection 1t 1s essentral first of all to highhght the functionmg of a
breather 1 a transformer The provision of a breather 1n a transformer 1s made to
absorb the moisture and allow the breathung of dry air 1n the transformer due to
temperature vanations It also acts as an absorbtant of mossture nside the trans
former and thus keeps the transformer free from moisture thereby increasing the
life span of the transformer Whereas the transformer o1l acts as an msulating
and cooling medium in the transformer As per ISS 2026 and ISS 1180 provi
sion of silicagel breather in the transformers wrespective of their capacity 18
statutory The recommendations of R E C are only gmidelnes and do not have
any force of statute

It 1s further stated that the HSEB i the latest techmcal specifications for 25 63
and 100 KVA conventional type distribution transformers issued duning 12/94
has again made the proviston of silicagel breather in 25 63 and 100 K VA trans

formers to enhance the life of the transformers Prior to 1ssue of these specifica

tons proviston of silicagel breather was not made 1n 25 KVA transformer only
However 1t was existing for 63 KVA transformers

It 1s technically mcorrect to state that the Board had lost money by askig the
repaning firms to provide silicagel breathers i 25 and 63 KVA transformers
Reparrs by the private firms 1s as good as purchasing of new transformers as per
ISS 1180 because they stand the same guarantee as for new transformers Their
old parts are replaced by new parts excepting the tank and the core Since silicagel
breather is also being asked 1n the new transformers being purchased 1t was not
meorrect to ask for the same 1n the repaired transformers and as such 1t cannot be
considered as a loss to the Board

It 1s also added for mformation that 1t was not possible to meet the demand of
transformers of the field through departmental repairs only and therefore it was
felt that the damaged transformers be got repaired through private agencies 1n
stead of buymg new transformers to save money on this account PSEB had
already started getiing the damaged transformers repaired through private agen
cies and to save ime HSEB decided to adopt the technical specifications rates
terms and conditions of PSEB for such repaurs as calling of tenders etc by

1
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HSEB would have taken a long tme In the technical specifications of PSEB
provision of silicagel breather was also exisung for 63 KVA and 25 KVA trans
formers as per ISS 1180 and the same was adopted by HSEB It1s therefore
mcorrect to say that contrary 10 the Board s decision the Chief Engineer/Work
shops placed orders on private firms for the reparr of distribution transformers of
25 KVA and 63 KVA with the provision of silicagel breather It was also quite 1
view of technical specifications of the PSEB  as adopted/dectded by the Board
Since the provision of silicagel breather enhances the life of the transformer and
1s as per ISS 1180 The expenditure mcurred on the provision of silicagel breather
cannot be considered as a loss and the MO(O) of the Board after re considering
the 1ssue decided 1 2/95 not to make provision of silicagel breather 1n the repair
of 25 & 63 KVA T/Fs 1n 1ts own departmental workshops m view of REC recom
mendations whereas 1n the repair of 25 KVA and 63 KVA transformers through
the private firms breather 1s to be/bemg provided for better performance of the
T/F

The Commuittee noticed that a decision was taken by the Board 1n April 1989 not
to provide the breather 1n repair of distribution transformers of the capacity below 63
KVA and thus breathers were not provided 1n the distribution transformers upto 63 KVA
reparred m thewr own workshop from May 1989 The Commuttee also noticed that the
breathers were provided in the transformers of the capacity of 63 KVA and below which
were got repared by Board from private firms from July 1992 to November 1993 cun
trary to the deciston (Aprl 1989) of the Board Thus the Board bad to mncur extra expen
diture of Rs 2 83 lacs

The Commuttee therefore observed that the decision taken by the Board mn Apnil
15689 should have been strictly followed by the workshop authonties for gettng the
transformers repatred accordingly from Private Firms also

The Commuttee recommend that responsibility of the officer/officials of the
workshop be fixed by whom the orders were placed with the private firm to pro
vide the breathers n the repair of transformer upto the capacity of 63 KVA and

below and departmental action be imtiated agamst them under mtimation to the
Committee

446 Extra expenditure due to delay i finahsation of tenders

31 The Civil Works Diviston Gurgaon 1n anticipation of admmistrative
approval of the estimates inviied (January 1990) tenders for constroction of
a switch house building includmg services at 66 KV sub station Fandabad which was
valid for acceptance up to 21 May 1990 Of the three tenders received the offer of firm
A at Rs 427 lakhs was the lowest The Executive Engmeer submitted (26th April
1990) the proposai alongwith tenders to the Superintendmg Engineer for obtaining ap
proval of the Chief Engineer {Construction) which could not be obtarned within the
validity penod due to transfer of the Supermtending Engineer on 19th May 1990 The
firm was aksed to extend the validity period to which the firm did not agree
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Tenders for the said work without administrative approval were reinvited (6th
February 1991) valid up to 10 April 1991 The offer of firm B atacostof Rs 6 lakhs
was the lowest The Executive Engimeer forwarded (22 March 1991) the proposal
alongwith the tenders to the concerned Supermtending Engineer for obtaming approval
of the Chief Engineer This ume agamn the Supermtending Engineer failed to submuit the
case to the Chief Engmeer (Construcuon) for obtaining s approval and asked the Ex
ecutive Eagmeer to get extended the validity period up to 25 April 1991 to which the
lowest firm refused

Ulumately the work had to be put to tender again 1n January 1992 and the work
was awarded 1n Aprit 1992 to the lowest tenderer at a negotiated rate of Rs 6 62 lakhs
The work was 1n progress (June 1995)

Thus due to delay i processig the tenders for the work the Board had to mcur
an extra expenditure of Rs 2 35 lakhs

The matter was reported to the Board and Government m June 1995 their rephes
had not been received (October 1995) ‘

In thear written reply the Government/Board stated as under —

As per PWD codal rules the administrative approval and the techmical sanction
(sanction of the estmate) are the 1mtial and basic formalities for mvitation of
tenders/commencement of works In this case the validity of first txme tenders
called/opened on 22 2 90 was 21-5 90 The concerned Xen submitted the same
to the S.E fTCC Fandabad for appro,/al on 264 90 and the same remarned
pending with the S E /TCC Fanidabad (Sh M L Shamma) who was relieved on
19 5 90 and thereafter the office shifted to Gurgaon Durmg this pertod the va
ludity expired When the lowest tenderer refused to extend the vahdity period the
S E bad to advise the Xen to remvite the tender during 7/90

The tenders were 2nd tune mvited and opened on 25 2 91 when the same were
sent to the S E /TCC Gurgaon for approval he refused to approve the same as
the work was not included m the List of works for the year 1990 91 Moreover
sanction to the estunate for the work was also not accorded by that time

The original estimate for Rs 413939/ prepared (Base HSR 1974) 1n 11/89
had to be revised in view of HSR 1988 and revised estimate was sanctioned
on 14 92 for Rs 590 lacs and after calling third time tenders 1n 1/92 allot
ment of work was approved by the CE/Const Hisar vide has letter dated 17 4 92
and finally allotted to the contractor (Sh Jar Bhagwan) duning 6/92 1e durng
the year 1692 93

From the above 1t is clear that the tenders which were mvited on the first two
occasions for the construction of switch house building at 66 KV S/S (Green
Field) Faridabad were not 1t order as the work was not approved by the Board at
that tume but 1t was approved as Mathura Road S/8
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1t 15 also added for information that due to non availability of land n the near
vaccinity of Mathura Road the proposal of 66 KV S/S Mathura Road stood
dropped from the hst of works for the year 1990 91 Thereafter 66 KV S/S was
named as 66 KV Suraj Kund (Green Field) Farrdabad and included 1n the List of
works for the year 1991 92 and accordmngly tenders called for 3rd ume n 1/92
were approved by the competent authority

The expenditure mcurred m mviting of tenders and processing thereof 1o the
first two occastons could have been avoided had Sh Kathuria acted m a proper
manner Thus there 1s only lapse for invitation of the tenders for first two tmes
without the work being approved and/or without sanction of the estimate for that
work 18 on the part of Sh L. D Kathuna the then Xen C/W Divn Gurgaon (Since
retired) and no action agauist hum can be taken at this belated stage

It 1s however added for information that had the work been allotted 1n view of
the first tender opened on 22 2 90 the Board would have rather lost Rs 2 50
lacs as mterest on the expenditure of constructton of the work concemned as
against the national loss of Rs 2 35 lacs pointed out by the Audit Therefore the
so called loss of Rs 2 35 lacs 1s not correct

The Commattee noticed that first two tenders were called without the
administrative approval and techmical sanction which were agamst the PWD
codal rules The representatives of Board also admitted during the oral
examination that the SE and the Xen have committed irregulanities and 1t was
the case of 1llegality and uregulanty They further assured to take action agamst the S E
and the Xen within three months

The Commuttee recommend that action be taken aganst the concerned S E
and the Xen, those have commutted irregularities and lapses in mviting tenders
without prior admnistrative approval and technical sanction The Commuttee be
mtmated about the action taken agamst the defaulting officers within three months
after the presentation of this report

447  Shortrecovery of security deposit

32 As per standing instructions (July 1987) of the Board a consumer
whose supply of power 1s permanently disconnected due to non payment of
energy charges can seck reconnection of supply provided he deposits all pending
dues three times security erection and dismantlement charges and full cost
of service line

Power supply of M/s Electromics Limited Faridabad a large industnal supply
consumer having a connected load of 1287 KW under Operation Sub Drvision No 3
Fanidabad was disconnected (February 1994) for non payment of energy blls

After payment of pendmg bills amountmg to Rs 2 95 lakhs mcluding service
charges etc the consumer represented (March 1994) to the State Government that his
betng a sick unut might be allowed reconnection with a deposit of single time secunty at
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Rs 3 86 lakhs instead of at Rs 11 58 lakhs required under rules The application was
forwarded to Board for consideration The Member Finance of the Board opined that 1n
the absence of any defined policy regardmng relaxation 1mn respect of saick umt, 1f 1t was
constdered necéssary to give relief to the consumer, the Board should accept single time
security and get the balance security deposited 1 convenient monthly mstalments over a
pentod of one year Despite the recommendation on the basis of a precedent, the Chawr
man decided (April 1994) to relax the provisions and allow reconnection by accepting
single ume securtty without obtaiming approval of the full Board The supply was recon
nected m June 1994 The precedent taken as basis by the Chairman was also not on the
same footing because the decision to relax the condition of quantum of security deposit
was taken by the Whole Time Members of the Board which 1s an empowered body

The decision of the Charman without the approval of the Board resufted
short recovery of security deposit amountmeg to Rs 7 72 lakhs

The matter was reported to the Board and Government 1 June 1995 their replies
had not been receiwved (October 1995)

In therr written reply the Government/Board stated as under —

In this case ex post facto approval with regard to exemption for depositing 3
times security (Advance consumption depostts) of the normal rates o respect of
M/s Electronics Limited Faridabad was accorded by the Whole Time Members
of the Board on 15 11 95 However the Board 1n 1ts meeting held on 25 10 96
has also accorded ex post facto approval m this case

The Commuttee felt that there was no compulsion before the Chatrman to accord
relaxatwon 1n the quantum of secunty before putting the case for approval by the compe
tent authonity The Commuttee also observed that the Board had admutted the undue
favour accorded by the Chatrman to M/s Electronics Ltd Fartdabad

The Comnuttee recommend that the matter be thoroughly re mvestigated to
know the reasons for relaxation m quantum of security The Committee be mti
mated about the out come of the investigation within three months after the pre
sentation of this report.

4 4 8 Non recovery of large supply tariff

33 The Board decided (October 1987) that mdustrial connections having load
between 71IKW and 100 KW were to be released on 11 KV Ine and the existing consum
ers were to be allowed to change over the supply from low tension (L T) hine to high
tension (HT) lme within a period of one year During this peniod of change over of
supply from LT hne to HT lne the existing consumers were to be charged tanff
applicable to medium ndustnial power loads and were hable to pay surcharge at 25 per
cent of energy charges after one year1¢ wath effect from 1st October 1988 In February
1988 the industral connections having load of 71KW and above were classified as large
supply (L S ) consumers and relevant tanff was applicable to them
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A number of consumers having industrial load between 71KW and 100KW filed
writ petttons m Punjab and Haryana Figh Court challenging the above orders levying
surcharge of 25 per cent and the change m classification of consumers These wnit pet1
tions were dasmussed on 7th October 1988 and 3rd April 1989 respectvely by the High
Court on the ground that matter was totally contractual and they may 1f so advised,
resott to other civil remedies

Jar Parkash Rice Mills a consumer with connected load of 97 22 KW
under Operation Sub Division Karnal filed (15th March 1989) a civil suit 1n the court of
Sub Judge [nd class Kamal and obtamed (17¢th March 1989) stay order agamst pay
ment of 25 per cent surcharge and changing of category from medium supply to large
supply consumer

The Board did not file wntten statement/objections till the date of next hearmg
fixed by the court 1e 29th Apnl 1989 to pet the stay order vacated though the Legal
Remembrancer of the Board advised (17th Apnl 1989) Cluef Engineer (Commercial)
and all Supermtending Engneers that for contesting ad mterim mjuncion obtamed by
any consumers from any court and to plead Board s case the judgement of the Supreme
Court 1 the case of Hyderabad Engineering Industry Limitedetc  versus Andhra Pradesh
State Electricity Board etc should be cited wherein the Supreme Court held that the
Board could lay down the condition of supply of power and frame umiform tanff The
Board mnstead of acting upon the advice of 1ts legal remembrancer mmmediately filed the
written statement only 1n May 1993 after a lapse of about four years and that too without
citmg the decision of the Supreme Court under reference as a result the Board failed to
enforce the rates apphicable to large supply conusmers The reasons for delay n getting
the stay orders vacated though called for (October 1994) were not mtumated (October
1995)

Thus due to inordinate delay on the part of the Board to act upon the advice of its
Legal Remembrancer 1n this case m getting the stay vacated the Board could not te
cover Rs 922 lakhs being the difference of large and medium supply tanff for the
penod from March 1989 tw March 1995

The matter was reported to the Board and Government 1n May 1995 their replies
had not been recerved (October 1995)

In their written reply the Government/Board stated as under —

The connection of M/s Jai Parkash Rice Mills Karnal having C/Load of
97 926KW which was disconnected m 1986 1n connection with some other case
was re connected on 25 11 88 The consumer was billed under large supply tar-
Uf during the months 12/88 1/89 and 2/89 quute in accordance with the mstruc
tions contarned 1n Sales cirular No 37/87 and the consumer made the payments
thereof under protest But the consumer filed a case 1n the court of St Sub Judge
Karnal 1n 3/89 and obtamed stay agamst billing of LS tarnf mstead of MS tarnf
and also against dis connection
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The written statement was filed on 16 8 89 which may be termed a httle bit late
but not abnormally late as alleged in the para Since then the consumer 1s adopt
ing delaying tactics although he has been asked by the court several tunes to pay
costs

Regarding non citing of the precedent as mentioned 10 L R HSEB Panchkula
memono ch 91/LB 2 (1) 86/CHD di 1489 mthe reply submutted by the Board
on 16 8 89 copy of the letter was not avarlable with the Sub Divisonal Officer
or Divisional Officer

Whereas the consumer suceeded 1n gettng benefit through court by obtaning
stay on flimsy grounds and 1t 1S an admitted fact that there was also slackness on
the part of field officers to get the stay order vacated with the assistance of LR
HSEB Therefore the following officers have been held responsible m this case
and disciplinary proceedings have been mitated agamst them —

Sr Name of officer No & date vide which

No chargesheet 1ssued

1 Sh ML Dua SDO No 22/Conf 3672dt 8197
2 Sh R P S Chauhan SDO No 15/Conf 3670 dt 16197
3 Sh AS Gandlu SDO No 21/Conf 3671dt 101296

Final action taken agamst the erring officers will be mtmated n due course

The Committee 1s of the view that sincere efforts should have been
made by the Board to file the written statement immediately and the case
should be contested 1 accordance with the advice of the LR citing the case
decided by the Supreme Court

The Commuttee also noticed that the Board has held some officers responsible 1a
ttus case and imtiated disciplinary action agamist them

The Commtitee, therefore, recommend that the discxplinary proceedings
imtiated agamst the defaulting officers be completed at the earliest and the com
mittee be inimated about the action taken agamnst them

The Commuttee further recommend that concrete steps be taken by the Board
to ensure that such type of delay in filing written reply may not occur In any case m
future
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HARYANA FINANCIAL CORPORATION
4 5 2 Undue favour to a firm

34 The Corporation mtroduced a settlemert scheme (January 1993) to waive/
settle wrecoverable loans from defaulter loanees after exhausting various recovery ef
forts for amproving its hiquichty position and with that purpose 1ssued gmdch}]es to waive/
settle loans inter alia 1n the followng circumstances

the loanee has no property
the district authoruies have declared the amount as irrecoverable and

the sole proprietor of the loanee unit has expired and his legal hewrs do
not have any means to repay the loan

The Corporation had advanced a loan of Rs 10 09 lakhs (Rs 9 09 lakhs in Octo
ber 1982 and Rs 1 lakh in March 1985) to a partnership firm A number of opportunities
was given to the party for repayment of loan but due to persistent default 101 payment, the
unit was taken over in May 1988 The Corporation auctioned (November 1989) the unit
forRs 7 16lakhs After adjustment of the proceeds the [oan due amounted to Rs 17 88
lakhs as on 31st August 1993 Under the settlement scheme the Corporation settled
(January 1994) this amount for Rs 3 lakhs which was paid by the party between the
penod 10 12 1993 and 10 5 1994

It was observed in audit that the value of tmmovable prc;perty of the partmers as
assessed by the Corporation itself at the tune of settlement amounted to Rs 33 lakhs
Moreover the district authorities to wnom the case was sent for recovery had 1ssued a
recovery certificate under Section 3 of Haryana Public Moneys (Recovery of Dues) Act
1979 in February 1993 against which the partners had obtamed only a stay order for their
arrest which could have been got vacated As such this firm was not covered 1 the above
cnitena/guidelmes The settlement of the case i contravention to these gutdelines re
sulted i undue favour to the firm entailing a loss of Rs 14 88 lakhs (principal Rs 557
lakhs and interest Rs 9 31 lakhs) to the Corporation

The Management stated (September 1994) that non settiement would have re
sulted m the mounting outstandings against the firm The reply 1s not tenable as the
partners were having sufficient means to repay the loan

The matter was reported to the Corporation and Government in May 1995 their
replies had not been recerved (October 1995)

In their written reply the Government/Corporation stated as under —

These are only some of the critenia/guidelines taken from the Settlement Scheme
of the Corporation approved by 1ts Board of Directors
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