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INTRODUCTION

[

[ Byender Smgh Kadyan Chairperson Commuttee on Public Undertakings
having been authorised by the Committee 1 this behalf present Forty fourth Report of
the Commuttee on the Report of the Comptroller and Audstor General of India for the
year 1995 96 (Commercial)

The Commuittee orally examined the representatives of the Government/
Undertakmgs/Boards

A brief record of the proceedings of various meetmgs of the Commuttee held
during the year 1998 99 has been kept 1n the Haryna Vidhan Sabha Secretanat

The Commuttee are thankful for the assistance rendered by the Accountant General
(Audit) Haryana and hus staff

The Commt ee are also thankful to the representatives of the Government/
Undertakings/Boards who appeared before the Commuttee from time to ume

The Commuttee are also thankful for the whole bearted and unstinted co operation
extended by Secretary/Under Secretary and has staff

CHANDIGARH BIJENDER SINGH KADYAN
THE 21ST JANUARY 1999 ] CHAIRPERSON
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REPORY

42 HARYANA STATE MINOR IRRIGATION AND TUBEWELLS
CORPORATION LIMITED

4 2 1 Idle wages to excess workers

1 Due to transfer of Direct Irrigation Tubewells to Public Health Department/
beneficiaries/auction thereof etc and reduction of workload 1n 1ts Karnal workshep the
Company 1denufied (October 1991) 348 employees as surplus smce June 1988 In May
1992 the Company estimated annual wage bill of 345 employees at Rs 0 80 crore
agaimnst the assessed retrenchment compensation amounting to Rs 1 60 crores In August
1992 due to further decrease 1n workload the strength of surplus werk charged
employees swelled to 990 mmvolving an annual wage bill of Rs 2 31 crores An amount
of Rs 6 35 cropres was assessed as compensation and terminal benefits payable to the
employees on termination of their services In the meantime the number of surplus
employees further swelled to 1530 as on 31 July 1995 nvolving an annual burden of
Rs 4 85 crores and Rs 9 87 crores assessed as compensation and terminal benefits

Upto November 1995 the Company paid 1dle wages worth Rs 12 24 crores to
the surplus employees Had all the employees been retrenched on thewr having been
1dentified surplus the Company would have paid aboutRs 9 87 crores as compensation
and terminal benefits Even on their adjustment 1 other Departments/Corporations the
Company 1s bound to pay Rs 5 68 crores bemng payment of gratmty and leave
encashinent Till March 1996 mere 50 workers were adjusted m other Government
Departments/ Corporations/Boards of Haryana State The Company had been incurring
huge losses (accumulated loss up to 1981 82 Rs 1 55 crores rose to Rs 39 94 crores m
1990 91) Had the Lompany acted as a professionally commercial organsaton and
retrenched the 1dentfied surplus work charged employees there would have been an
extra expenditure of Rs 4 19 crores only as agawst the 1dle wages pud worth Rs 12 24
crores up to November 1995 The Company 1s still paymng 1dle wages Another loss
making Company viz Haryana Agro Industries had, however successfully retrenched
1ts surplus staff

As a result of fatlure to retrench the surplus work charged employees or adjust
them in other Departments/Boards/Corporattons of Haryana State the Company 15
saddled with identified surplus staff mvolving avoidable payment of recurring 1dle wages
The rmciaence of compensat on benefits would 1ncrease on account of deliy m
termunation of services of surplus staff

The matter was reported to the Company and Government m Apnl 1996 the
reply had not been received (November 1996)

In therr written reply the Government/Corporation state as under —

Due to reduction 1 work load and financial constraints the ( orporation started
the exercise of identfying surplus staff In Oct 348 employees were 1dentified
das surplus In Aug 1992 the swength of such 1denufied surplus workcharged



employees mereased to 990 The Govt desired to know the amount required for
retrenchment compensation to the surplus staff Imtially on 8 5 1992 for 345
employees the requisite retrenchment compensation umount was mtumated to
the Govt as Rs 1 60 crores approximately But no decision was conveyed by the
Govt Consequently 1 a meeting held on 13 8 1993 under the Charrmanship of
Hon ble Chief Mimister Haryana 1 decision was taken that a list of staff whose
services are required to be termimnated by HSMITC and amount required for
retrenchment compensation will be mtimated to the Finance Deptt Accordindly
1note was sem 0 the Frnancial Commssior er Sect  to Govt Hiryana Irmigation
and Power Deptt U O No 4487/TW/Dated 20/23 12 1993 vide which 1t was
requested that a sum of Rs 6 36 crores required for payment of retrenchment
compensation to 990 workers be made avatlable to the Corporation The Govt
was furtber remmded vide U O No 504/TWSdated 8§ 2 94 Tt was also mentioned
10 the note that 1n case the matter regarding retrenchment of surplus employees
1s delayed then compensation shall further mcrease The Frnancial Comimissioner
and Secy to Govt Haryana I&P Deptt vide his memo 55/5/82/5SMIP dated
26 7 1994 (Annexure III) conveyed the decision of the Govt that all the
tormalities of termination of services be completed and thereafter the funds for
this purpose would be released On receipt of the decision of Govt when an
exercise to complete the formalities was being carnied out the FCIP 1&P Deptt
vide his memo No 55/5/82/SMIP dated4 8 94 conveyed the following decision
of the Govt -

This 1ssues came up for discussions 1 the meeting prosided over by Chief
Minister Haryana on 28 7 94 and 1t was decided therein to make an attempt to
wccomodate all the 990 surplus employees of HSMITC m other places You are
therefore requesied to take further action thé matter accordingly Persuant to
the receipt of the decision the Corporation has made vigorous efforts to get the
surplus staff adjusted 1n other Depits /Boards and Corporations of Haryana State
In order to reduce expenditure on establishment some more categories of stff
were further 1dentified as surplus In the year 1995 the total No of surplus statf
was mncreased to 1530 Upto 30/6/1997 about 101 surplus employees have been
got adjusted n other Orgamisntions The Corporation 18 making metaculous
efforts for the adjustment of surplus stafl and the matter 1s under correspondance
with varous Govt Deptts /Boards and Corporations HSMITC 1s a fully owned
Govt Corporation and as such as1s bound to comply with the decisions/directions
of Govt Had the decision of the Govt dated 4 § 1994 been not recerved the
Corporation would have retrenched the surplus staff 1fter receipt of the requisite
tunds for the purpose It 1s perunent to mentioned here that Govt of Haryana
constituted a Cabinet Sub Commuttee on HSMITC on 20 2 1997 to re organise
its activities The Cabinet Sub Commuittee has recommended to the Govt that
surplus staff of HSMITC should be absorbed 1 Govt Deptts and Public Sector
Corporations and undertakings The report of the Cabwnet Sub Commuttee bas
been approved by the Govt and action 1t Govt level 1s now being wnitiated to
adjust the surplus staff i other Govt Deptts Publi. Sector/( orporation and
undertakings
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In view of the position explained n the fore going paras 1t 1s requested that the
para on the subject may kindly be dropped as the Corporatton 1s making strenuous
efforts at all levels to get the surplus staff adjusted

During the course of oral examination the Commissioner and Secretary to
Government Haryana, Irnigation Department informed the commuttee that efforts are
betng made to adjust the surplus staff and also for creating work for them so that gunful
employment could be provided to the staft She also mnformned that there was no proposal
at the level of the Governmen to temin1te the scrvices of the surplus staff which are on
the pay roll of the Corporation Moreover she adso informed that there was no proposal
to disband the Ilaryana State Minor Irngition & Tubewells ( orportton Ltd The
Commuttee destre to have certain mnformation The Government by way of addinon 1l
mformation sent a list of 567 Nos Tubewell Operators and 55 Nos Electricians who
were working 1 the Corporatton The Government also gave the ycarwise detals of
funds given to the Corporation against the approved/revised Plan and Non plan as per
Anmnexure A & B In addition 1t wis also mformed 52 Nos tubewells have been
auctioned As regards the list of water courses proposal for repairs for Rs 30 Iws the
Government express tts inability to supply the Iist at this stage 1s only those water
courses were to be repared where water Works Association have been tramed and
registered amd Shareholders agreed to provide voluntary labour for the repur of the
water courses

The Commuttee, In view of the above information, recomnmend that strenuous
efforts may be made by th/e Government to absorb the surplus staff at the earliest
and the steps taken by the Government may be intimated to the Committee within
a period of three moxths



Annexure A

YEARWISE APPROVED/REVISED OUTLAY AND ACTUAL
RELEASED OF FUNDS TO HSMITC

Under Major Head 4702—Capatal Outlay on Mimnor Irrtgation (PLAN)

(Rs 1 Lacs)
Year Annual Plan for works Annual pln for establishment
Approved Revised  Actual Approved Revised Actual
outlay outlay released  outlay outlay  released
1994 95 3000 2100 1912 50 957 957 957
1995 96 4300 3400 3400 1051 1051 1051
1996 97 4423 3400 2600 1200 1350 1350
1997 98 4721 1500 800 1350 1500 1392
9% 99 4000 - 500 2175 - 700

(upto 8/98)
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ANNEXURL B

YEARWISE API ROVED/REVISED NON PLAN OUTLAY AND ACTUAL

RELEASED OF 'UNDS TO HSMITC
Under Head 2702 Munor Imgation (Non Plan)

(Rs m Lacs)
Year Muntenance of lined water O & M of Aug Tubewells Energy chages of
courses Aug Tubewells

Provision Rewvised Actual Provision Rewvi ed Actual Provision Rewised Actunl

outlay outlay  released outlay outlay released outlay outlay released
1994 95 300 300 300 150 150 11950 267 267 267
1995 96 300 300 232 50 150 153 150 287 287 287
1996 97 300 300 100 150 150 50 07 307 250
1997 98 300 300 - 150 150 - 328 328 105
1998 99 300 - 0 150 - - 473 — 111
{UPTO 8/98)




4 2 2 Avoidable loss of interest

2 In response of State Grovernment s enquiry {December 1987) to all Boards/
Corporation for the construction of houses at Panchkula for 1ts employees through
Haryann Housmg Board (HHB) with the help of loan from Housing 1nd Urban
Development Corporatton (HUDCO) to the extent of 70 per cent of the cost ivolved
the Company inumated (April 1988)1ts requirement for 180 houses of various categories
mvolving a total cost of Rs 330 82 Inkhs The Company was to pay Rs 70 90 lakhs 13
advance and balance in nme yearly mstalments of Rs 28 88 11khs each The Company
also made commatment (Apnl 1988) that the amount to be spent over ‘nd above HUDCO
loan would be made avulable on demand and the instalments repayable to HUDC O
towards loan would be provided m 1its budgets for the succeeding years However the
Government asked (May 1989) the Company if 1t had since made arrangement for
payment of imstalments to HUDCO and had provided Rs 70 lnkhs for advance payment
in 1ts budget for the year 1989 90 to which the Company wntimated (June 1989) its
mabulity and reguested the Government to provide Rs 70 lakhs and adjust the sime
agamst the rec overy of imng of water courses waitved off by the Government However
the Government did not agree to the proposal

Considering funds constraints the Company mtumated (July 1990) to the HHB
1ts redoced requirement ot 88 houses entailing estimated cost of Rs 178 crores (Rs
0 46 crore for cost of land and Rs 1 32 crores for cost of construction) excluding nterest
by arranging funds out of 1s own resoutces A sum of Rs 16 37 Lukhs (Rs 13 87 lakhs
(44 040 Sq feet @ Rs 105 per Sq feet) bewng 30 per cent down payment for cost of
land and Rs 2 50 lakhs mterest tor dclayed payment) was deposited by the { ompany 1
Tune 1991 Due to poor financial position the Company could not pay subsequent
mstalments due 10 June 1992 and September [992 and decided (March 1993) to withdraw
the amount ready deposositea wite the HITB Though the ¢ ompady requested tor
refund with interest (June 1993) the HIHB refunded (July 1995)Rs 16 371 1khs without
nterest due to withdrawnl trom the scheme by the Comp my 1tself

The Company had been 1ncurring huge losses (accumulated loss up to 1981 82
Rs 155 croresrose toRs 39 94 crores m 1990 91) had heavy outstanding loans taken
from State Government and banks (up to 1990 91 Rs 184 43 crores) In the wake of
pre known poor ways and means position 1t was notjustified to make advance payment
of Rs 1637 lakhs m June 1991

Injudictous decision to finance the cost of houses from mteral resources despite
poor financial position resulted 1n avordable locking up of Rs 16 37 lakhs with HHB
with consequent loss of interest amounting to Rs 9 17 lakhs calculated @ 14 per cent
per annum (at which the Company obtuned lows trom banks from July 1991 to June
1995

‘The matter ws reported to the ( ompany and the Government 1 March 1996
therr replies bad not been received (November 1996)

In their written reply the Government/(orporation stated as under
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In this connection it 18 stated that the Commissioner & Secretary to Govt
Haryana PWD B&R Housing Deptt had urculated 1 letter No 16/17 87 2HB
dated 28th December 1987 addressed to all Managmg Directors and Chief
Admimstrator of Corporations and Roards located at ¢ hindigach and Panchiula
for providing houstng facilities to the employees of the Boards and Corporations
On the basis of this letter the Corporation approached the Housimg Board
Haryana Chandigarh for providing 180 houses for various categones for the
employees of HSMITC The FOIP vide letter No 36/B 167 dated 1111989
was approached for arranging budget provision of Rs 71 00 lacs n the State
Budget 1 order to enable the Corporation to make the payment to the Housing
Board on account of payment of houses 1n pursuance of the decision of Boards
of Drrectors i their 92na meetmg held on 79 12 1988 who decided to 1pproich
the Government to provide funds for houses but the same was not provided by
the State Government 1n the State Budget The Board of Directors of the
Corporation reduced the requirement of houses from 180 to 88 in the meetmng
held on 25 6 1990 The Corporation deposited 1 sum of Rs 16 36 966 vide Cheque
No NMCE/D/813613 dated 26 6 1991 from 1ts provision providing housing
facility to 1ts employees vide letter No 400 01/B 167/Funds dated 26 6 1991

The matter was brought Lo the notice of the Board of Directors of the Corporatton
on 27 5 1992 tiume and agaim on 14 12 1992 and 17 3 1997 regarding release of
tunds to the Housing Board on account of purchase of houses for the employees
but the Board of Directors showed 1ts mability to release the funds due to ught
financial posttion of the Corporation The matter was agan put up m the Board
of Directors meeting (110th) which was held on 17 3 1993 1 which the Board
of Directors refused to allow dwversion of funds from the World Bank mded
project for purchase of houses at Panchkula due to the poor financial position of
the Corporafion In its review the BOD noted that the Govt had pot released
Pran and Non Plan proviston m lull tor 1992 93 and also *sum of Rs &0 00 lwes
had been adjusted as interest Direct Irmgation Tubewells were still mncurring
losses because of uneconomic water rate A comprehensive proposal to grant of
subsidy bad not been constdered favourably The Boird of Directors in 1is 111ch
meetmg held on May 1993 decided to withdraw the amount deposited with
Housmg Board Haryan and utilise the amount for purchase of one number
New Reverse Dniling Rig m the Corporatton

The Corporation accordingly requested the Housing Board Haryana vide its
letter No 155/B 167 dated 4 6 1994 The proposal was agun reviewed 10 the
meeting of the Board of Directors held 0129 9 1993 to pay m 90 mstalments A
committee of five offiers was formed for thus purpose vide office order No
155 163/B 167 dated 31 3 1994 to peruse the matter with Housmg Board

The Churman of HSMITC recorded vide his note o FC IP vide No 196/B 167
dated 11 5 1994 that the Housmng Board Haryana had been requested not to
charge penal mterest and the Chief Admmistrator Houssng Board Haryana had
agreed to consider the case if the ( orporation were to deposit of Rs 75 00 Ies



to Rs 100 crores According a reference was sent to the Govt for making a
provision of Rs 1 00 crore under the Majorhead 4216 Capatal Outlay on Housmng
for the above said purpose and followed by No 44-46/B 167 dated 12 1 1995
but the proposal did not mature

Keeping 1 view the posttion explaned above the Corporation decided not to
mvest further 1n the scheme & requested to the ( luef Admumstrator Haryan«
Housing Board to refund the amount of Rs 16 36 966/ with interest to the
Corporation vige letter No 4438 107 dated 24 5 93 and the money deposited
with Haryana Housing Board was refunded to the Corporation vide this office
letter No 473/B 167 dated 17 7 1995 mspite of Housmng Board Haryana
condition laid down 1 therr letter No HBH/93/6417 dated 30 7 1993 that the
lottee department shall not be allowed to withdraw from the scheme at my
stage Further more the Corporation have approached the Haryana Housing Bourd
to pay the interest vide 1ts letter No 443/B 167 dated 25 5 1995 subsequent
reminder No 552/B 167 dated 17 7 1995 and No 655/B 167 dated
17/27 10 1995

The Corporation 1s still actively pursuing the matter with the Housmg Board
Haryana to refund the accrued interest amountmg to Rs 9 36 lncs The Managmg
Drrector of the Corporation has also written a D O letter to the Chiet
Admimstrator Housing Board Haryana to personally look mto the matter and
expedite the refund of interest vide Reference No 277/B 167 dated 21 8 1997

During the course of oral exammation the representatives of the Government
informed that the main functioning of the Corporation 1s the development of irngation
and desilting of the canals The representatives of the Corpor ition informed that during
the current financial year the Government has provided an amount of Rs 4() crores for
lining purposes So far as the question of refund ot mterest amounting to Rs 9 36 lacs
1s concerned the representatives of the Corporation mformed th 1t the matter was taken
up with the Haryana Housing Board orally but the Haryana Housing Board has not
exceceded to the oral request of the Corporation Now the Corporation has decided to
place the matter before the Board of Directors 1nd get a resolution passed from the
Board of Directors for onward transmission to the Haryana Housmg Boud The
Committee, therefore, desired to know the outcome of the efforts made but no such
information was supplied till the framing of ths report The Commuttee, therefore,
recommend that strenuous efforts be made to recover the amount of mterest from
the Haryana Housing Board under mtimation to the Commuttee within a period of
three months
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43 HARYANA AGRO INDUSTRIES CORPORATION LIMITED

431 Avoidable loss

3 The Company had been procuring wheat on behalf of the State Government
for onward sale and delivery to Food Corporation of India (FCI) erther on the same day
or 1n any case within 48 hours If bowever the delivery of wheat to FCI 1s not feasible
within the stipulated tume then the stocks are stored by the Company itself The Company
1s remmbursed the cost of wheat alongwith incidental charges by the FCI at rtes fixed
by the Government of India

The Mand1 Supervisors Store Keepers of the Company were responsible for
proper stocking and m case of default they were liable for strict disciplnary action
besides compensating the Company for any loss caused due to violation of istructions
(April 1992)

The Company had a stock of 11853 wheat bags (March 1993) at Pundn pertamning
to whe it purchases during 1992 93 At tne ime of annudl plysical velficthion of wiea
stock as on 31 March 1993 22 wheat bags valued at Rs ¢ 10 Lakh were tound short and
the Mands Supervisor was placed under suspension m QOctober 1993 A commuttee ol
officers during an wspectson of stocks m December 1993 found 11625 wheat bags
damaged due to tmproper storage Out of these 737 wheat bags were delivered to FCI
after reconditioming/upgradaton (March 1994) at an expenditure of Rs 0 14 akh and
the balance 10888 wheat bags valued atRs 50 42 lakhs rejected by FCI due to deplorable
condition of stock with excessive percentage of spoiled gramns The damaged wheat was
quctioned (April 1994) at reduced rates for R« 33 61 lakhs Another 206 wheat bags
valued at Rs 0 96 lakh were found short m December 1993

The Management placed store keeper concerned under suspension i December
1993 and a FIR lodged aganst hun 1 Janvary 1994 wath police for shortage of 228
wheat bags However action to recover the loss for dumaged stoch { 10888 wheat bags)
1gawnst the officials at fault 1s per mstructions 1ssued by the Company 1n Apnil 1992 had
not been taken (November 1996)

Thus tailure on the part of the company to ensure safe storage of 10888 wheat
bags and shortage of 228 wheat bags resulted 1n avoidable loss ot Rs 17 87 lakhs

The matter was reported to the company and the Government m March 1996
therr replies had not been recerved (November 1996)

In thetr written reply the Government/Corporation stated as under

HAIC had procured 71471 bags of wheat at Pundri Mandi during the year 1992
93 Out of which 2973 bags of wheat delivered to F( I directly from Mandi and
33680 bags of wheat stored tn HWC at Pundrt Balance stock of 34816 bags of
Pundri Mand:t and 20375 bags of Deeg Mand1 were stored on hired plinth of
HSAMB at Pundn due to non avalability of storge space with HWC HAIC
biad delivered 41850 bags and 1520 bags of wheat stock to the FCT n 1992 93
nd 1993 94 respecuvely out of the stock of 55191 bags (34816+20375) stored
on the plinth of HSAMB 1t Pundn
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‘The Supervisors and Store Keepers posted i the Mandis for wheat procurement
e responsible for safe/proper storage of wheat The stocks were damaged due
to negligence of the official responsible but 1t was not the sole reason as during
1992 93 therew as acute shortage of poly covers In this regrd 1t 1s stated that
mdent for 450 poly covers was placed for 1992 93 vide letter dt 24 10 91 The
matenal however could not be procured because 1t was rejected on quality ground
(due to pin holes) Thereafter the matter remaned under discussions with Food
& Supplies Deptt nd Director Supplies and Disposals On 13792 a DO

letter was writtento DF S for lomng of poly covers to HAI( Simultaneously
a letter dt 13 7 92/17 7 92 was also circulated among field staff The DFS

Haryana vide hus letter dt 16 7 92 1structed his Freld Officers and 60 COvers
were allotted to Kathal Distt (30 for Pundr: Mandi which 1s a part of Kaithal)

The DFSC Hissar trom whom Kathal had to hift material created problem n the
supply The matter was already taken up m various meetngs 1 Food Department
and ultimately i 1 meetg under the Charmanship ot C M Haryna 1t was
decided to purchase the matenal by ignoring problem ot pin holes During this
period the stock bad to bear the vaganes of rawmy season

As soon as the Corporation ¢ime to know that there 15 shortage of wheat bags 1t
placed Store Keeper and Mands Supervisor concerned under suspension 1n
October 1993 and December 1993 respectively An FIR was also lodged aganst
them m January 1994 with Police for shortage nd damage of wheat stockh
Moreover the Corporation got checked the wheat stock m the month of April

1993 besides the regular checking by DM concemed and on the report of the
committee regarding mfestation the work of re conditioning  sagregation and
replicement of bardana was also allowed Thus the ondition of wheat stock was
n the notice of the office ind preventive steps were also taken as per mspection
conducted by the Commattee The auait team has wo.ked out tha:. an amount of
Rs 17 87 lacs 1s the difference between realisation value from ECJ and the amount
actually realised by Corporation through auction Actually this should have been
worked out at the procurement price plus actual expenses mcurred by HAIC on
this basis and not on the basis of realisation value from the I'CI The loss depicted
m Audit para 1s towards carry over charges on wheat which was stored for 1
period of more than 2 years There was a stock of 11831 bags as per book balance
nd out of 1t 737 bags were delivered to I'CI and there was a shortage of 206
bags Remammg 10888 bags of wheat were auctioned m Apnl 1994 1nd loss on
account of carry over charges on 10888 bags1e 10343 60 qtls comes to Rs

1348184 82 @ 130 34 per qtl (From 7/92 10 9/92 @ 692 10/92 to 2/93 @ 6 34
‘nd 3/93 t0 3/94 @ 6 06 per qtl per month)

After mvestigation into the matter the Supenntendent of Police Kathal vide
letter dt 10 12 96 (Copy enclosed) requested for sanction to prosecute the two
officals The requisite <anction has already been conveyed vide letter dated 13
12 96 (Copy enclosed) ( harge sheets have been 1ssued to both the offici s for
loss deprcted mn the Audit parn

)
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During the course of oral exammation the representatives of the Giovernment
and the Managing Director of Haryana Agro Industries Corporation Ltd  explained
that the damaged hus not occurred because of rains but 18 only because of the negligence
of e Supcrvisor and the Clerh/Store Keeper Hence the case was got registered with
the Police and the Police after investigation has filed the ¢ hallan i the Court The sud
case was under process separately Inaddition 1t was also informed by the representatives
of the (vovernment that the departmental action 1s 11s0 being taken aguns the defaulters
and the concerned officials namely Shr RK Sharma Mands Supervisor and Shr
Surg) Bhan Store Keeper agamst whom FIR has already been got registered have
been charge sheeted As both the officials have submatted thewr replies to the charge
sheet the Enquiry Officer to mvestigate the matter has 1so been appowunted and the
departmental enquiry agamst both these officials who were also under suspension 1<
under process The Managmg Darector further mformed the ( ommattee that the next
date of hearing 1n the Criminal ( ourt 18 fixed for 19th December 1998 whereas the
departmental enquiry will be completed within a period of six months by the kaquiry
Officer Thereafter, in view of the assurance given by the representatives of the
Government, the Committee recommend that the Cnquiry Officer may be asked to
complete the enquiry within the stipulated period of six months and submit his
report The Commuttee would also like to have a report in the matier alongwith the
results of the Judgement of the Crimmal Court
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46 HARYANA STATE HANDLOOM AND HANDICRAFTS
CORPORATION LIMITED

4 6 1 Avordable payment of compensation

4 The Company took up two projects namely the Export Production Project,
Panipat (EPP) and the Intensive Development Project Bluwam (IDP) during the year
1976 78 for large scale production of handloom products The workers on these projects
were engaged on piece rte basis As per the agreement (August 1989) between the
Management and the workers the workers were 10 be pmd minunum wages against 1
fixed minimum return of production

Due to high cost of production the projects became unviable The (ompany
stopped the production from April 1993 and started paying I1y off compensation to the
worhers from the same date without ensuring entitiement of piece rate workers for any
compensation The Company sought (September 1993) legal tdvice from an Advocate/
M wapLmeni cottsultant on wssues 1elating 10 payment of bonus mu quantum of lay ol
compensdtion who opined thit bonus was not payable and quantum of Iay off
compensation was to 50 per cent of mmunum wages The opiion whother prece r e
workers were entitled for lay off compensation was however not sought

The Company decided {September 1993) to wind up both the projects to eftect
economy in expenditure It however continued to pay lay off compensation tll
September 1994 when opmion of an advocate was sought for on the 1ssue of liablity to
mahke payment of retrenchment compensation to lmd off piece rate workers The 1dvocate
opined that since prece rated weavers were not engiged aganst any sanctioned post and
were engaged on contract basis 1t would be termmation of contrict only and as such
they were not entitled for any retrenchment compensation because they were not worhers
under mndustril Disputes Act and either party (Corporation or weavers) could termunite
the contract without service of wny notice or compensation There was also no need to
pay any lay off compensation

Accordingly the Company decided (September 1994) to termuinate the contract
with workers engaged on piece rate basis at these projects

Thus by not obtaining the tumely opinion of an advocate regarding eligibility
tor lay off compensation the Company had to make an avordible payment of Rs 3 43
lakhs from April 1993 to September 1994 towards the same

The Management stated (July 1996) that the workers have filed 1 wnt petition 1
the High ( ourt final outcome of which 1s still awaited

The matter was reported to the Government 1n April 1996 the reply had not been
recetved (November 1996)

In thetr written reply the Government/Corporation stated 1s under

The para No 46 1 1s reported m the report of C&AG ot Indi for the yer
ended March 1996 (commercial) 1s admitted to the extent that two project nunely
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Export production project Panipat and Intensive Development Progect Bhiwani
were started durtng 1977 78 1nd the workers under the project were appointed
as piece rate worker/part tme worker As per agreement with the workers (August
1989) they were required to be paid at piece rate fixed by the Govt. Export
production project was stopped during Apnl 1991 due to nonavatlability of funds
under this scheme from the State Govt and production on capative looms at
Bhiwan: under Intensive Development project was closed durmg September 1993
because 1t was not viable due to higher cost of production

It 15 not correct that corporation had not ensured before stopping the production
whether the workers are entitled to retrenchment compensatton the corporition
started paying the lay off compensation previously when this questton wis ansed
during March 1990 about the viability of the projects legal opmion from the
legal Advisor of the corporation was obtained and accordmg to bim 1if we close
down the units then we would have to pay the minumum wages 18 per provisions
of Industrial Dispute Act partucularly keeping 1 view the 1greement made with
the workots on 17 8 89 As per terms ot agreemen, with the ~orhers be, were
required to be pad

Wages 1n case the work 1s not provided to them by the m magement The legal
Advisor of the corporation at Hq as well as management consultant engaged ut
Panipat were of the view that retrenchment compensation 1nd other benefits 1
detailed below be given under section 25(F) of the Industrial Dispute Act 1947

(1) As per proviston of under sectton 25(F) we have to give one month s
notie or notice pay

(1) 15 days silary as retrenchment compensation also payable tor each
completed years of service or any period of more then s1x months will be
accounted as full year

(u1) This payment 1s to be tendered 1n advance 1e we have to ensure the
payment alongwith notice of retrenchment otherwise retrenchment will
be 1llegal

(rv) To display scmiority for the category for which retrenchment 1s to be mde
(v) Notice 1s to be sent to the Govt 1n the prescribed manner
{v1) Under the provistons of Gratuity Act 1972 gratuity 1s also payable to the
employees
(vi1) Further bonus leave with wages 1$ also to be p‘\ud

The adyocate has further stated to the project officer HSH&H( Bhiwani/Panipat
that compliance of Section 25(F) before affecting the retrenchment 1s mardatory
Any minor violaton made under the entire action as invahd and may create
future habilities by w1y of back wages 1f the case as decided in the court of 1w

Keeping 1 view the above advise of the Advocate the corp used to pay the Ly
off compensation Dunng September 1994 the case was referred o Sh K K
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Gupta Advocate Chandigarh and according 0 him two types of workers were
engaged

(1} Piece rate basis

(n) Part tume basis

(on the rates agreed between the parties for 1ts type of work)

Such persons were not engaged agunst any sanctioned regular posts Therr i
engagement as plece rate/part time basis was s per the work requirement at the
relevant time For quite sometime corpn  has no work to offer to them and they
were continue on the rolis of the Corporation without any work and were being
paid without taking any work from themn Under these circumstance he was of
the view that the Corpn cn safely dispense with the services without any notice
or compensation because the provisions of the Industrial Daspute Act 1s not
ippiicable to them [he nature of the services of piece rate person 15 not more ¥
than a datly wage contractual engagement on day to day basis Suéh persons are
cngaged for each day Smmlarly the enagement on part me basis 15 also for few
hours i a day and not for the whole day For rest ot the day there1s no restriction

on them to work elsewhere It can not thus be said to pay a continuous employment
withun the meaning of section 25(F) of the Industrial Dispute Act read with Sechon
25(F) of the Act

The matter regardmg lay off compensation by the Corpn was also brought to
the notice of the Bomd of Directors 1 1ts meetng held on 30th March 1994
The Board had decided to put up the matter for the consideration of the
Government at the highest level Accordingly a request was made to the State
Government apprising the situation and also requested Government to provide
funds to the extent of Rs 17 00 Lacs to enable the Corporation to pay
compensation The Board of Directors was also of the view t© make efforts tor
the adjustment of retrenched workers m other Government/Public Undertakmgs W
Smce no respoose was receved from the State (rovernment The Board of
Drrectors 1n 1ts Meeung held on 30 9 94 decided to terminate the contract with

the weavers engaged on piece rate basis at Panipat ind Bhawam there bemg no .
work to ofter

Thus the payment of lay off compensation of Rs 2 43 lacs was keeping 1n view
the earlier 1dvices of the Advocate and also keeping view mn agreement alre 1dy
made with the weavers before the Labow cum Concilation Officer on 17 8 1989
The position was changed when this case was referred to Sh K K ( mpt1 Advoc ite
nd accordngly 1t was decided to terminate the contract with the weavers engaged
on piece wages beyond 30 9 94 at Panipat and Bhiwam

The c1vil writ petition which was filed by the workers 1n the High Court has been
dismissed and decided 1n favour of the ( orpn the copy of the judgement 15 yet
to be received

The representatives of the Government nformed that some unts were mstalled
under the Incentive Development Project duning the yeir 1976 to 1978 The I1hour w IS
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employed with the condition that the labour will be paid ouly for the work at the D (
rates and 1f there 1s no work they will not be paid But the projects were closed whereas
the workers continued to be 1 service After obtaimng legal opmion the employees
were pad 50% compensatton Thereafter production were agam started Then since
the employee/labour remamned with the Corporation the legal opimion was sought for
making payments (o them The second legal opmrion was found to the contrary to the
earlier legal optmon Smce accordmg to the second legal opmion more compensation
was paid The same resulted mnto a loss amounting to Rs 3 43 lacs to the Corporation
The Committee observe that full facts were not placed before the second fegal consultant
with the result that the loss has occurred to the corporation Simce the case 1s pending to
the Court the Commttee decided to keep this para pending however the Committee
desire to have information as to who were the Officer involved 1n obtamning the legat
opmon on both the occasions The representatives of the Government assured the
commuttee to send a detal note with full facts which were notrecerved ull the framing of
this report The Committee, therefore, recommend that the required information
alongwith the latest position of the case i the High Court may be sent with in a
period of three months



16

47 HARYANA STATE ELECTRICITY BOARD

4 7 1 Avoidable expenditure

5 ‘1he Board placed (Cctober 1994) a supply order on Indian Alummrum Cables
Limsted New Delhi for supply of 642 Kms of ACSR Zebra Conductor at firm ex
factory rate of US $2938 per Km as per international competitive bidding to be supplied
by 7th March 1995 at a total cost of $ 18 86 196 (equivalent rupee value Rs 59509
lakhs) @s part of the power utilities efficiency unprovement project under World Bank
Loan scheme financed through Power I'nance Corporation (PIC) costing Rs 36 70
crores Thurty per cent of the cost of project was to be met by the board from 1ts own
sources The terms of supply order required that ten per cent of the contract price (Rs
595 09 lakhs) was to be paid as an interest free advance within 30 days of signing the
contract agamst bank guarntee for equivilent amount and ninety per cenl wis Lo be
paid through urevocable letter of credit (LOC) established 1 favour of suppher s bank
on subnesston of documents

Interest free 2dvance of Rs 59 51 lakhs was released (December 1994) prior to
executron of loan agreement with PFC Though the PFC had sanctiened loans for Ry
19 20 crores and Rs 6 40 crores m August and October 1994 respectively the loan
agreement with PFC could be signed on 22nd March 1995 after the lapse of the schedule
for delivery of material (7th March 1995) The delty 1 execution of loan igreement
was non observance of terms mnd condions of loans 1 time w1z estabhishment of
escrow account and furmshing State Government guarantee or bank guarantee for the
loan The board could turnish the bank guarantee (for 50 per cent) loan 'nd State
Government guarmtee (for balance 50 per cent) only on 16th March 1995 Smce the
Board had defaulted 1 openmg the trrevocible LOC duning the currency of the
agreement the suppler refused to execute the supphes 1t the old rates due to price
escalation During negotiations with the supplier the Board had to agree (8th September
1995) to purchase the material at the revised average re of US $ 3286 99 per
Km from the same supplier and the firm was to pay 1nterest at 12 per cent on advance
(Rs 59 51 lakhs) already paid less cost of 22 202 Kms conductor (supplied 1t April
1995) from 1st April 1995 to the date of revahidation/issue of fresh bank guarantee
agamst advance The Board had to spent Rs 87 32 lakhs (inclustve of Rs 42 36 1nkhs
bemg exchange rate fluctuations) on 408 773 Kms matenial receved at revised average
rites up to 9th March 1996

The Board stated (December 1995) that 1t was not mn position to urange funds
trom its own but to wAt for the start of disbursement of loan by PEC' The reply 1s
however not {enable 4s the Board assured (March 1995) the supplier that the payment
will be released immediately on receipt of matenal m the absence of LOC

Thus non comphance of terms and conditions of loans 1 tume and non opening
of LOC even from its own sources as per financing scheme wath the PFC resulted i
extra expenditure of Rs 87 32 lnkhs i the purchase of AC SR Zebra conductor

The matter was reported to the Board and G:overnment tn May 1996 therr re
plies had not been received (November 1996)

L]
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In their wntten reply the Government/Board states s under -

The Government of India received a loan from IBRD for Power Uttlies
Efficiency Improvement Projects and 1t sanctioned a loan of Rs 56 70 crores to
HSEB for 5 Nos mmprovement projects costing about Rs 80 crores through
Power Finance Corporation The entre expenditure was divided mto three
garoups —

(1) Matenal to be purchased through Internationtd Competiive Bids (ICB)
(1) Matenal to be purchised through Local Compettive Bids (LCB)

(11) Establishment and constructuon cost

The expenditure was fusther divided into different ordening schedules nd
packages nd the same was approved by World Bank and PFC Ouly after ther
approval tenders for different items were floated 1nd procurement action mtiated

The entire payment of material to be procured through International Competitive
Bids astobem deby the World Bank wheress the enure pavment of material
io be procured through Local Compeauve Bids was to be made by PFC and
payment of 'abour establishinent charges and petty expenditure was to be made
by the Board

In this case a purchase order for the supply of 642 Kms Zebri conductor was
placed on M/s Indian Alumunium Cables Ltd New Delhi under the internattond
Competittve Bid floated with the approval of World Bank 100% payment of this
conductor w1s to be made by World Bank through {etter of Credit to be opened
1n 1dvance 1 favour of Firm s Bankers and no payment was to be made by the
Bowd Not ouly this 1n all purchase orders for materil worth Rs 50 crores
were placed by HSEB for different items aganst these schemes for which 100%
payment for the same was to be made by World Bank

As per payment terms specified by the World Bank of the purchase order placed
under International Competitive Bid 10% payment was to be made 1s advance
within 30 days of signing of contract and balance 90% payment was to be paid
through Letter of Credat

Since the signing of contract with World Bank was delayed so the Board made
10% advance payment to firms out of Bourd s funds As per terms and conditions
of World Bank the Board applied to Government of Haryana for granting State
Government guarantec of the Loan in ime and the approval of State Government
was recetved on 26 12 94 The complete loan papers were submatted to PFC on
28 12 94 but the PFC INFORMED THAT AN ESC ROW ACCOUINT MAY BE
ESTABLISHED BY HSEB TO THE SATISFACTION OF PFC and the guarantee
of State Government of the loan may be furnished alternatively the Bank
Guarantee of the entire amount may be furnished by HSEB It 18 mentioned thit
PF( was not msisting upon such conditions w the past but this tume they intormed
that World Bank was not agreeing to sign the contract 1greement without this
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Accordingly HSEB approached State Bank Patiala Lead Bank under consortium
agreement for establishment of Escrow Account but they did not agree to open
the same The PFC was 1ccordingly mformed by Financial Advisor/HQ HSEB
Panchkula vide letter dated 28 12 94 that the Bankers of the Board were not
ready to open Escrow Account and more over 1t was not possible to furnish
Bank Guarantee by HSEB for full loan amount of Rs 56 70 crores for want of
Non funds base limut from the Bank The PFC was requested to accept the Ioan
documents aganst State Government Guarantee and Bank CGuarantee equal to
25% of the Loan amount but PFC did not agree for the same Finally the
Chairman HSEB wrote a DO letter to charman PFC on 4 1 95 to accept the
above proposal A meeting was also held by Member Finance and Commerce
HSEB with PFC New Delh: on 2 2 95 to sort out the 1ssue The PFC fially vide
letter dt 22 2 95 agreed to accept the Bank Guarantee equal to 50% of Loan
amount subject to an undertaking from the State (rovernment that 1 case of
default by HSEB the amount may be deducted by Government of India from
Central Plan Allocation and pmd to PFC Accordingly Bankers were approached
immediately to 1ssue Bank Guarantee and the State Government was also
approached to give the required undertaking The undertaking of State
Government was recerved vade therr letter dt 15 3 95 and BG was recerved on
16 3 95 Ali the documents were submitted by the Board to PFC vide letter dt
16 3 95 and there after contract agreement was executed by PFC on 22 3 95
The opening of letter of Credit i favour of firms by the Board was possible only
after 22 3 95 as the Board was not 1n a position to arrange the funds from own
sources being very heavy amount of above Rs 50} crores involved specially when
the financial position of the Board was very tight

No doubt, the Fum was ashed to supply the matenl and intormed that the payment

1 be relensed on recerpt of materal 1t was st (o ensure that the Firm may
supply tue materntal as the prices of raw matenal had alrendy mcoreased This was
done purely 1n the Board s mterest to have the conductor although the Board w 11
not at all in a position to make the payment or to arrange the furds from 1ts own
resources But the firm refused to execute the order on FIRM rates Negotiations
were held with the Firm by the Board and 1t was agreed that the Firm will supply
162 Kms conductor at Firm prices on which the Purcbase Order was placed and
balance 480 Kms at the rate of a purchase order placed by APSEB on this Frm
agamst the same PFC WORLD BANK Loan Scheme It 1s correct that the Board
paid Rs 44 96 Iacs extra to the firm due to increase 1 prices of Alummium But
strll the rates agamst this order were lower than the rates 1t which the orders had
been placed by Gujarat Andhra Pradesh Rajasthan State Electricity Boards etc
ind had the Board not 1llowed the mcrease m prices to this Firm  the Board
would have to spend atleast Rs one ( rore more than 1 ¢ase fresh orders wers
placed after calling fresh tenders at the prices received by Guarat Electricaty
Bo ud which werc US $ 3675 per KM agamst revised price of US $ 3286 59 per
Km allowed to this firm by HSEB

The Audit has pomted out that had the Board opened letter of credit from own
resources 1nd had made payment to the Firm out of Board < funds then this loss

-
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of Rs 44 96 lacs could be avorded The audit has not visualised the fact that this
ACSR Conductor could not be uttlised unless the entire matching line nd Sub
Station material worth Rs 25 crores was arranged by the Board and the Board
was not 10 a position to arrange this Rs 25 crores from other sources Had the
Board arranged the funds to the tune of Rs 5 95 crores from otaer sources tor
the ACSR conductor only and had taken the delivery of conductor then there
were no changes of utilisation of thus conductor upto 12/95 1n the 1bsence of
availability of other matching matenal and 1 that cse the Board would have 1o
pay Rs 1 15 crores as wmterest on this amount for the period from 22 2 94 to
31 12 95 resulting m additional financial oss o the Board Moreover it could
not be apprehended by the Board authoniues that there would be steep increse
m the prices of Aluminum m such a short span

Further the Board was not to spend the amount on arrangement of matertal out
of Rs 11 01 crore Board s share The only alternative left with the Board was to
wat for the start of disbursement of loan by PFC and then to negotiate the delivery
and other terms and conditons with the firms on which the orders were plwed

However all other firms agreed to supply the material at the rates on which the
purchase orders were placed and the supplies received whereas the mcrease m
price to this firm had to be allowed due (o SLEEP HICTESE 111 PIICES of Aluminium
in International Market which 1s basic raw material for ACSR Conductor

Conclusﬂrely the decision of non arranging of funds from other sources for this
purchase order and holdmg of negotiations with the firm after loan was released
by PFC World Bank was taken 1 the best interest of the Board and this action
has resulted mto a net saving to the Bo1rd as 1t avoided unnecessary blockage of
toventory and heavy mterest e liability on the Board vhereas the delay m
ur mgement of funds ag unst World Bauk Loan Scheme was Leyond the control
¢ t the Board

Regarding remaining loss ot Rs 42 36 lacs (87 32—a4 96 42 36 lacs) it 15 5t ated
that 1t was due to exchamge rie fluctuations As stated above the World Bank
had sanctioned loan to (rovernment of India m US dollars and 1s per terms ot
loan the materinl was to be procured through international competitive bid In
this case both the bidders had quoted rates . US dollars as they had to unport
raw matenal from other countries As the fluctuation m exchange rate was beyond
the control of Board the loss of excess payment of Rs 42 36 lacs 1n rupee
consequently was unavoidable

Durmng the course of oral exammation the representatives of the Government
wnformed the Commutiee that the Company wAs requested tune and agam to supply the
matertal but the material was not supplied because ot some delay on the part of the
Board tor entering mto an agreement with the Compmy In tact, the delay should not
have taken place but 1t was becwse the H SEB was not having enough sources to
collect the required amount and the time was consumed 1n obtuning loan It wis also
mformed that the condition of opeming of Escrow Account which was the part of terms
and conditions of loan to be obtamed from the Power Fmance Corporation was pot
complied with Neither the board could umely negotiate alternative arrangements
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acceptable to Power Finance Corporation or the World Bank mn lieu of opening of Escrow
Account In the meantune the rates of the raw material were enhanced with the results
that negotiations were held at the tume of opeping of tenders and 1t made the HSCB to
suffer 1 loss of Rs 87 32 lacs The representattves of the (overnment mformed that the
delay which has occurred 1s only a procedural delay and 1s an ervor of judgement The
representatives of the Board informed the Commuttee that the case was not only dealt
with by the HSEB but 1t was dealt with at the level of the Haryana Government including
the Fmance Department and 1t might have been approved by the Cabmetalso He however
assured the Committee that the Board will inform as to at what level the case was dealt
with and finalised but the promised information complete in all respects was not supplied
ull the framing of this report

The Comumttee 1s of the view that had the Board taken up timely action with
Power Finance Corporation and made proposed alternative arrangements in lieu of
opening of Escrow Account The Board could have avoided the loss of Rs 87 32 lacs
The Comuttee viewed sex ously the apathy shown by the Board’s Officers for the
saia acaon ana recommerd that we responmbidicy of he Boards Office s at the
matter as also for not supplying the desired complete mtormation to the Commuttee
be fixed and the Commutitee may ne mformed about the action taken within a period
of three months , -

47 3 Avoirdable loss

6 The Board approved (June 1991) construction of two 220 KV Sub stations it
Palla and Ash Dump Faridabad A tender enquiry for the purchase of two Power
Transformers of 100 MVYVA 220/66 KV for these Sub stattons was floated 1n October
1991 and a purchase order was placed (October 1993) on Crompton Greaves Limited
Bombay (CGL) for the supply of two units Power Transformers at the firm s ex works
price of Rs 2 39 crores per unit (excluding Excise duty CST and Freight) subject to
price vanauon clause According to the purchase order the Board was to provide mterest
free advance equivalent to 20 per cent of the ordered value agamnst Bank guarantee and
the firm was to deliver the first unit within 15 months and second umt within 17 months
from the date of release of advance payment

Despate the fact that the work on these Sub stations was not taken 1 hand due to
shortage of funds and 1n one ¢1se even the land had not been acqu.red the Board released
an advince of Rs 90 lakhs (Rs 45 lakhs each in January and February 1994) The
effective contractual delivery of these two transformers accordmgly fell due on 25th
April 1995 and 21st July 1995 respectively

Considering the fact that due to financial constramts no work could be imtiated
on these Sub stations and the transformers ordered would not he gamnfully ut.ised m the
next 2 10 3 years the Member Techmcal (OP) after discussion with Cluef Engineer
(PInnniag) proposed (April 1994) to reschedule the delivery of these transformers The
Store Purchase Commuttee (June 1994) reviewed the posttion with regard to the progress
of works vis a vis availbility of funds ard recommended that the delivery of both the
transformers be deferred up to March 1996 The Whole Time Members (WTMs)

Epa
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considered (November 1994) the question of rescheduling the delivery of these
transformers followed by discussions with the representative of the firm It was mutully
agreed (February 1995) to extend the delivery schedule to September 1996 and charge
12 per cent witerest from CGL on the advance given by the Board for the pened to be
counted from the next day of contractual delivery period up to the deferred delivery
pertod 1 ¢ September 1996

-

In January 1996 the Board decided that 1t was not in urgeat need of these
transformers and therefore Rs 40 43 lakhs be adjusted on 30th January 1996 agunst
other supply orders (July 1995/January 1996) and balance Rs 49 57 lakhs be adjusted
on pro rata basts against future supply of five transformers subject to recovery of 12 per
cent intcrest on the outstanding amount

The hasty action 1n placing the order without ensuring 1ts actual requirement and
the required finance for construction of Sub station resulted 1t avordable loss of mterest
amounting to Rs 24 50 lakhs (calculated from the date of payment of interest free
advance during contractunt dehivery period 1€ up to 25th Aprl 1995 and 21st July
1995 respectively at full rate and at concessional rate thereafter up to 29th Jmuary
1996 The loss would 1ncrease further as the balance advance of Rs 49 57 lakhs would
be adjusted on pro rata basis 1n due course resulting 1n mterest loss at the rate of 6 25
per cent bemg the difference 1 cash credit mterest rate nd 12 per cent mterest rie
recoverable from the firm

The matter was referred to the Government i March 1996 the reply had not
been recetved (November 1996)

In thewr wnitten reply the Government/Board stated as under —
It 15 submatted that —

220 KV S/Stn  Palla and Ash Dump near Pinidabad were included by Planning
Orgamsation 1n the 8th Pian Project Report for 220 KV Transmussion Works and
the same were got approved from Central Electnicity Authority Thereafter these
works were mcluded m the list of works for the year 1991 92

For the 1bove works 2 Nos 100 MVA 220/66 KV Transformers were required
Since transformer 15 a long delivery ttem of an equipment <o its procurement
action 1s required to be taken in advance Accordmgly a tender enquiry No
QDH-47 bearing NIT No 50 dated 21 10 91 was floated for the procurement of
these 2 Nos transformers After processing the tender enquiry a PO No
HDH 188/QDH 47 dt 22 10 93 was placed on M/s Crompton Greaves Lid
Bombay for the supply of these 2 Nos transformers for 1bove sub stattons As
per PO the delivery schedule was as under —

Ex works Kanjure delivery of Ist Unit within 15 months 1nd 2nd unit within
17 months the delivery peniod shall be reckoned from the date of release ol
advance payment due o respect of each Trnsformer
It 15 furtber indicated 1n the PO that 20% of the order value as 1nterest free
advance on submission of equivalent amount of B G on plicement of order
Accordingly 20% mtercst free advance to the tune of Rs 49 Ics for Ist unit was
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released on 25 1 94 and the contractual delivery period for the 1st Unat thus wis
upto 24 4 95 The advance for the 2nd untt to the tune of Rs 43 lac was released
on 11 2 94 and the contractual delivery period of the 2nd unit therefore was upto
20795

Due to vartous contramnts as explarned below 1n respect of commissiomng of
220 KV S/Stn Palla and Ash Dump the completion of these works had to be
deferred for the tme bemng —

1 During 1992 the p1ece of land which was acquired by HSEB during the year
1988 for the purposes of disposal of Ash from Fandabad Thermal Project was
transferred to Construction Orgamsation for constructng the 220 KV S/Stn which
was named as 220 KV §/Sm Ash Dump Faridabad

Preliminary works viz route survey designing and engineering of the sub Station
15 well as transmission lines were carried out besides prelimmary ¢nvil and
electncal works which was mitiated m February/March 1994

2 Dunng May 1994 Faridavbaa Complex Aammistration (FCA) now Muntcipu
Corporation raised an objection to the construction of Sub Station m view of its
close proximity to the Urban Areq and also as per the master plan 1t Fandabad
It was proposed to urbanise this piece of land as well It was consequently
suggested by FCA to shift this Sub Stn to an altemative site for which land was
offered 1 exchange to the site

After visiting various sites offered by Municipal Corporation 1 piece of land
offered by Municipal Corporation site No 3 of village Pali was found acceptable
which was subsequently agreed to by Municipal Corporation with minor
modifications

3 On a proposal for exchange of land the WTMs during September 1994
cuculation decided that such a proposal can be accepted only when there 15 an
indication/commitment from Munictpal Corpn Fandabad regarding land prices
of both the sites A sumple exchange of land without wny confirmation regarding
land price would create problem at a later stage

In view of this 1t was decided by the Component Authority 1 ¢ WTMs 1n ther in
house meeting held on 10 4 95 to permit the exchange of land if the Municipal
Corporation Fandabad deposites an amount of Rs 6 45 694 with HSEB towards
the difference 1 cost of land and the preliminary works carried out by HSEB at
site

4 Sinular problems were faced 1n the 1cquisition of land for 220 KV Sub Stn
Palla

Further 1t m1y also be submatted that the ongmal plan was to construct 220 KV
Double Circuit Smaypur Palla line via combined Cycle (ras Thermal Project
(CCGP) under Central sector The CCGP 1s Power Station controlled by Power
Grtd Corporaton of India and this 220 KV Line wis to pass through CCGP wath
the understandine that a portion of hine from 400 KV Smaypur to CCGP shall be
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constructed by the HSEB but the cost would be reimbursed by Power Grid
Corporation of India The work of construction of 220 KV Double Crrcutt Smaypur
Palla Line via Combined ( ycle Gas Thermal Project was stated but 1t had to be
deferred due to the reasons that Power Grid Corporation of India though commtted
but backed out mrespect of 1ts commttments for reimbursement of cost of this
line from Smaypur to CCGP

Number of references were made to C E A and Power Gnid Corporation of India
by Chief Engineer/Planning 1n respect of this work but after number of meetings
the decision boiled down to that HSEB Iine Construct this may at their own cost,
the Power Grid Corporation would not bear the cost of the part of Iine This 1ssue
was m reference between HSEB and Power Gnd Corporation and CE A fora
pretly long time causing the delay m starting work of this line and these Sub
Stattons The constructton/commissioning of 220 KV Sub Stns Ash Dump {Pal1)
and Palla is very unportant 1o otder to draw its major share of energy trom 400
KV Sub Station 2t Smaypur under the control of NTPC and BBMB respectvely
and to avoid the collapse of tne existing transmission under work

The delay m construction of thesc two $/Stns as evident from the above was
due to change of stand by Power Gnid Corporation and objection raised by
Municipal corporation Faridabad Both these factors were beyond the control of
HSEB

However every effort has been made to safeguard the interest of the Board It 1s
mformed that despite of the fact that there 1s no provision 1n the contract/PO for
the payment of mterest on the advance that granted to the firm yet the competent
authonty by pressing the firm made the firm agree to make the payment of mterest
@ 12% of the advance made to them beyond the contractual delivery period but
not beyond September 1996 Thas point should be appreciated by the Commuttee

The amount of advance Rs 90 lacs paid to the firm has been adjusted aganst PO
No HDH 289 dt 11 7 95 for the supply of 7 Nos 10/16 MVA 132/11 KV T/
and 2 Nos 25/20 MVA 132/33 KV T/Fs agamst PO No HDH 348 dated 25 3 96
alongwith recovery of interest on advance amounting to Rs 12 87 087 41

From the above 1t 1s clear that delay mn commissionmg of the 220 KXV Sub Station
Palla and Ash Dump Fanidabad for which procurement action for these
transformers was mutiated 10 tme was due to the crrcumstances/reasons 1s
explained above which were unforseen and beyond the control of the Board

The commuttee observed that due to lack of proper momtoring and over anxiety
to place the order Board s scarce funds were locked up as purchase order for the
procurement of transformers was placed and adv-nce released to the firm without ensuring
avalability ot sufficient funds required for completion of the Sub stations and 1varlability
of clear/approved site for the Sub stations The reply of the Board that no permission
was required for commissionmg of 220 KV Sub statton (Ash Dump) 1s not convincing as
the land acquired by 1t origmally was meant for dumpmg of Ash The ( ommuttee desired
to know whether any permussion from the concerned quthorities w is reautred for chinge
1N purpose
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The Committee, therefore, recommend that the matter may be got
wmvestigated by fixing the responsibility of the Oificers/Officials for loss to the Board
and Committee be apprised of the action taken within a period of three months
The Commuttee further desired to know the latest position of commissioning of
these Sub stations

4 7 4 Extra expenditure due to delay in finalisation of tenders

7 The Board floated (Apnl 1991) a tender enquiry for the purchase ot 6 Nos
10/16 MVA 132/11 KV Power Trinsformers to be opened on 10th December 1991
The offers given by the firms were valid up to 19th September 1992

While evaluatng the tender 1t was found that ECE Industry New Delhi (ECE)
had quoted ex works price of Rs 27 75 lakhs per Transtormer with base date 1st
November 1991 but atter adding the freight and transit mnsurance of Rs 0 40 11kh the
f o r destinauon Transformer price was wrongly given 1s Rs 38 15 lakhs instead of Rs
28 15 1nkhs Although the Store Purchase ( ommattee (SPC) and Whole Time Members
(WTMs) were aware of the fact that there was totalling mistake 1n the rates quoted by
ECE as these were unrealistic as compared to the second third and fourth bidders 1 the
merit position the Board placed telegraphic purchase order (12th October 1992) on
ECE for 6 Nos Transformers at thewr quoted ex works rate of Rs 27 75 lakhs per
transformer 1nstend of obtaining clantication with regard to rates from the firm

On receipt of telegraphic purchase order LCE represented (29th October 1992)
vhat an error had occurred 1n the offer copy submitted to the Board while wnting the
price and requested to place the order 1t ex works pnice of Rs 37 75 lakhs excluding
Rs 0 40 lakh on nccount of frerght and 1nsurance The EC L was however the lowest i
the comparative cum menit position for the supply of all s1x Transformers on both of
these { or destination rites of Rs 28 15 lakhs and Rs 38 15 lakhs per Trnsformer
The General Electnic Company of India (GEC) who had quoted an ex works rate of Rs
44 lakhs for first two Transformers and Rs 48 03 lakhs for the next tour transtormers s
per their origmal tender with 1 base date of 1st October 1991 revised thewr ofter with
base date as 1st July 1991 while extending the validity of 1ts offer beyond 19th September
1992

At the mstance of the WTMs (9th November 1992) the negotiating Committee
consisting of Member Techntcl (Operation) and Member Finance Accounts &
Commerciql held negotiations (16th November 1992) with four firms i the order of
merit viz ECE GEC Bharat Bylee and NGEF On the basis of negou itions the WTMs
 thewr mhouse meeting (9th December 1992) revised the requirement from six o nine
Transtormers 1d decided to place order for 3 nos Transformers on ECE at f o r rate ot
Rs 40 01 lakhs with base date 1st November 1991 (Ex works price Rs 37 75 lakh.,
freight & transit msurance Rs ( 40 [1kh extra Transformer o1l Rs 0 36 Ihkh and dry
col breather Rs 1 50 lakhs) on the grounds that backlog ot eight Trnsformers wis
already there with the firm The balance requirement was divided cqually between
GEC at Rs 47 73 Inkhs (including Rs 3 73 Iakhs due to change of base date from
Ist October 1991 {0 1st July 1991) and Bharat Byjlee at Rs 48 15 lakhs with bise date
as on 1st November 1991
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It was noticed m audit that ECE was found technically competent to supply il
the six Transformers 1s the Board had ‘placed order for the entire quantity at is ex
worksrate ot Rs 27 75 lakhs The placement of purchase order for only three transformers
subsequently on ECE at for rate pf Rs 4001 lakhs and meeting out the balance
requirement of three transformers by placing order on GEC at 1ts revised rate of Rs
47 73 lakhs was not justified as 1t resulted n extr 1 expenditure of Rs 23 16 lnkhs The
additienal requirement of three transformers could have also been met by placing order
on GEC 1n place of Bharat Bylee the third bidder 1n the ment position and 1n extra
expenditure of Rs 126 lakl s 1v01ded

Thus placing the order after being aware that the rate quoted by ECE contamed
Anthmetical mistake taking tume m resiving the order whuch took the Board beyond
validity pertod 1n respect of the second lowest and again splitting the order resulted 1n
an extr1 expenditure of Rs 24 42 lakhs

The matter was reporied to the Board and Government in March 1996 their
replies had not been received (November 1996)

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

A two part tender enquiry (QDH 33) for the purchise ot 6 No 10/16 MVA 132/
11 KV T/Fs was floated m the press vide NIT No 41 dt 11 4 91 tender In
response of Enquiry No QDH 33 part II of the tender ot § No participatimy
firms were opened on 22 6 92 M/s ECE Ltd New Delb1 quoted their price as
reproduced below —

{1) Un1t Ex sorks price Rs 27 75 000 (Twenty seven
lacs & seventyfive thousand
only)

(1) Unat charges for Freight forwardig Rs 40 000 (forty thousand
& coverage for risk in transit only)
(11) Unit for Destiation price Rs 38 15 000 (Rs Tharty exght
thousand one hundred fifteen
only)

Thus against St No 1u which 1s the dertvation by totalling Sr No 1& 1 1 figure
of Rs 38 15 000 mstead of Rs 28 15 000 has been given The figure of Rs
38 15 000 has also been wrongly wntten m words as 1s clear from the above
Therefore there was ambiguity as two different rates were appeanng in the price
bid of M/s ECE who was the first lowest for the supply of 6 No T/Fs on both of
these rate of Rs 28 15 000 and Rs 38 15 000 But taking advantage of the
situattion m the mterest of Board the WIMs n the first instance approved™
placement of an order tor all the six transformers on

M/s ECE at ex works rates of Rs 27 75 000 with Rs 40 (00 as F&L charges
and accordut gly telegraphie PO was 1ssued on dt 12 10 92 But aganst this
TPO the firm made representation to the Board Member vide thetr letter CTD/
9378/VH dt 29 12 92 The explanation given by the firm for guoting wrongly i
ther tender was accepted by the WIMs 1n their inhouse meeting held on 9 12 92
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nd they recommended placement of order for 3 Nos T/Fs on M/s ECE at
ex works 1ates of Rs 37 75 000 with F&I charges of Rs 40 000 as the ex works
rates of Rs 37 75 000 compared favourably with the up dated rates (38 07 000)
quoted by M/s ECE aganst enquiry No QE 1456 and also compared with the
rates of next lowest firm aganst this tender enquiry

Further the WIMs 1n therr 1o house meeting held on 9 12 92 also decided that
M/s ECE should bear the escalatron 1 cost of all the six No T/Ts as per IEEMA
formula for the pertod reckoned from 12 10 92 when TPO was placed on the
tirm based on faulty bid upto 14 12 92 when revised TPO was 1ssued as a penalty
due to faulty price bid submutted by M/s ECE

The net requirement of Power Transformers of this rating for the year 1992 93
was 15 Nos but due to financial constraunt while approving the purchase proposal
for 6 umits the WIMs mn their m bouse meeting held on 9-12 92 also decided
that i view of only one transformer of this rating left to be dehvered agamst
carrent purchase order the quantity to be purchased aginst this proposal be revised
to 9 No and accordmgly splitting up the order for 9 Nos T/Fs equally on three
irms1e M/s ECE GEC and M/s Bharat Byjlee as pownted out m the pdra was
done In this connection 1t 15 stated that sphitting up of the order 15 essent1 il as
case of eventuality/untowards incident with any of the firm the supply of material

pros and cons of the case the purchase proposal was decided for the placement of
orders by the competent authornity 1 ¢ WIM/Board

In the end 1t 1s summarised that by taking the advntage of the situation due to

submission of faulty bid by M/s ECE nvolving a difference of Rs 10 lakhs on

the lower side (in therr own quoted rates) the competent authority decided tor

the placement of all the 6 No I/Fs on M/s ECE In case this decision had not

been taken then the Audn would have taken the pomt otherwise that for nog

placement of order taking benefit of thewr quoted rates on lower side baving a

new advantage ofRs 10 lakhs per unit

Dunng the course of oral exammation the representatives of the Government
stated that the order was splitted keeping 10 view the pending order with the lowest
tenderer

The Commuttee feels that the reasons put forth by the Board for sphtting the
order were not logical as the lowest tenderer has quoted the rates keeping in view its

being aware that the rates quoted by lowest tenderer contained Arthmatical mistake,
taking time 1n revising the order and spliting the order was not in interest of the
Board

The Commnttee further observed that the information as asked for from the
Board during the course of oral éxamination was notsupphed complete m all respects



as per the discessions taken place m the meeting The Comnuttee, therefore,
recommend that the :nformation complete i all respect be supplied to the Commttee
and the action against the erring Officers be taken under intunation to the Commuttee
within a period of three months

475 Non commussioning of WSX 100 Telephone Switching equipment

8 The Board placed (February 1990) a purchase order for supply of 9 Nos 8
port WSX 100 ter dialling telephone switching equipment alongwith oher Power Line
Carrter Communication (PLCC) items on W S Industnies India Limited Madras and
agam placed (December 1990) another purchase order for supply of 9 Nos 8 portand 2
Nos 16 port WSX 100 mter diallng telephone switching equipment alongwith the
other PLCC 1tems These WSX 100 telephone switching equipments were proposed to
be purchased for strengthening the carrier communication network of the 220 KV sub
stations The terms of supply orders nter alta provided as under

(1) The material was to be supphied withm 10 months and 8 months of purchase
orders of February 1990 and December 1990 respectively on the
ingpection of the equipment at the manufacturer s premises before their
despatch

(1) The supphier was Lable to replace free of cost the equipments found
defective m quality within twelve months from the date of 1ts erection or
eighteen months from the date of despatch whichever 1s earlier

Agamst the supply of 20 switching equipments the firm supplied 14 Nos
equipments (4 Nos m November 1990 and 10 Nos 1 January 1994) costng Rs 14 19
lakhs (including price vanation) for which full payments were made by the Board on
the receipt of material The Board however wuved (February 1994) the mspection of
10 Nos equipments on the basss of test certificates found generally 1 order (1ncluding
5 Nos of supply otder of February 1990) before therr despatch Four equipments (cost

Rs 2 62 lakhs) recerved m November 1990 could not be fully commissioned and 10
equipments (cost Rs 11 57 lakhs) received in January 1994 could not be commaissioned
at all by the Board ull date (March 1996) due to design madequacy/manufacturing
detect The remaymng 6 Nos equipments have not been supphied (March 1996)

The Board did not pursue the supplier to supply the material within delivery
schedule of 10 months from the date of purchase order as 5 Nos equipments of first
supply order waye received after the lapse of a period over three years from the purchase
order

The Board accepted 10 nos equipments n January 1994 by waving the pre
mspection requarement knowing well the fate of 4 Nos equipments (recerved tn
November 199@) which could not be fully commissioned due to destgn/manufacturing
defects The board also could not claim replacement of 14 Nos equipments within the
warranty peniod of 18 months from the date of supply as 1t took cognisance of the
design/manufactanng defects first tme 1n October 1995 when the warranty peniod had
already elapsed

Thus aceeptng of defective equpment by waiving the pre mspection clause
and non enforcement of warranty clause resuited i locking up of funds of Rs 14 19
lakhs for 1 penod ranging from about 2 to 5 years
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The matter was reported to the Board and Government in May 1996 their replies
bad not been recetved (November 1996)

In thewr wrtten reply the Government/Board stated as upder

As per the position available on record the first lot of four nos exchanges were
received m March 1991 for which the warranty penod expired m July 1992 3
Nos exchanges out of first lot were commissioned 1 2/92 3/92 and 5/92 1 ¢
before the expiry of the wartanty period the 4th exchange was commisstoned
after the expiry of the warranty perniod Smmlarly the second lot of 10 nos
exchanges was received 10 2/94 (5 Nos ) and 4/94 (5 Nos ) for which the warr mty
period expired n 8/95 and 10/95 respectively all the exchanges of the second lot
weere commissioned durmg 10/95 to 8/97 1 ¢ after the expiry of the warrapty
period

As this equipment ws fully programmable IC/microprocessor based and was
received 1n HSEB for the first ume therefore the engineers of HSEB were not
tully equipped for the programming and functional commissioning of the
equipment and the help of the firm was repeatedl; required to commuission the
various cxchanges afler programming at site taking 1nto consuderation the
switching equipment nstalled at the other end The pursuance with the firm for
commussiomug the exchanges were made night from 10 9 911 ¢ well within the
warranty period by 1ssuing reminders and personal contacts Though the field
officers were approaching the firm tume and again personaily as well as through
correspondence to depute their engineers but the response of the firm was not
encouraging Due to lack of response from the firm their payment of
approxumatety Rs 29 00 lacs against further supplies of material made by them
wAs withheld even though the total cost of the switching equipment was of the
order of Rs 15 56 lacs only Thus the firm was made to cooperate and getall the
exchanges programmed and fully comnussioned which has since been done It
may further be mentioned that this payment 1s still withheld The Bank Guarantees
of the firm against performance are also withheld and have not been released to
the firm so far

It would be seen trom above that the delay i commissionin £ has been on account

of Ick of cooperation from the firm which bas finally secured after withholding

therr future payments The Board has suffered no financial loss on account of

commissionmg of the exchanges As per the letter enclesed at Annexure 1 and

other letters on record 1t 1s gathered that the concerned Divn 1nvolved 1n

» commussionng of the exchanges has been taking up the matter imely with the

firm tor getting the exchanges commussioned Therefore no officer/official of

the HSEB 1s responsible for tius delay 1n commussiomg mn view of facts and
arcumstances of the cse expluned above

Inspecuon of second lot of the WSX 100 exchanges w1s waived off bythe EIC/

D&P on the recommendations of Chief Engmeer/Arb & ('C 1n Januvary 1994 on the

basis of successful mnspection of the first lot and commussioning of 3 out of 4 Nos

exchange of first Iot In accordance with HSEB Regulation No 16 1 the mspection

£
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and/or tests may be wuved off 1n special circumstances by Chief Engineer/D&P after
recordmg reasons therefore The mspection m this regard was waved off by the competent
authority after following the proper procedure s above The Chief Engmeer/arb & CC
Hisar recommended the wasval of the mspection and has recosded as under

(1) The TCs are m order which I have also seen

(1) These equipments 1re very urgently needed on already running sections
We do not have qualified man power to spire for inspecuon of these
specialised equipments Sumilar equipments have been mspected and hence
waval of inspection 1s recommended for which the approval of M T (O)
may please be sought and conveyed It will otherwise save the expendature
as well

The E I C /D&P waived the mspection on the above recommendations and orders
that the firm may be asked to despatch the materil immedsately The penal
cluses 1n the purchase order were 1ncorporated s per Schedule D of the Board
as accepted by the firm while deciding ths order The delayed supplies were
accepted as the exchanges were urgently needed as mentioned 1n the note of
Chief Engmneer/Arb & CC Payment on accouat of delay in delivery has also
been deducted as per contract

The action as 1bove has been taken in the interest of Board » work and there 15
no laxity of mregularity on the part of any Officer/official Tt 1s also mcorrect to
state that the defecttve equipment has been accepted because m the case of these
exchanges the programming and numbermng scheme etc has (o be carried out at
site for which the mvolvement of the firm 1s essential as afrendy expluned The
lack of co operat on on the part of the {irm caused delay mn proper functiontng of
the equipment alongwith numbening scheme etc 1t 1s rerterated that the firm wis
made to send their engineers after stopping their payments agamst future supplies
and the commusstoning of a'l the supplied equipments was thus ensured It1s
pertinent to mention that no defective equipment was aceepted as none of the
equipment was needed to sent back to the firm nor got replaced for reasons of
any defects but all the equipment as recetved was got commuassioned at site by
the firm s engmeers It was only the mng and adjustments u site which delayed
the full commisstoning of the equipment and this delay 15 attributed to the tirm
who failed to send their engineers 1 tune As such no responstbility of any
Officer/official for the same 1s required to be fixed

During the course of oral examination the representatives of the Board mformed
that last tme when he appeared before the Commuttee 1t was pomted out as to why the
equipments were replaced after five years The commuttee, however, decided that the
matter which 1s to be decided within a time frame of five months may be decided
and further decided that the decision for placing the order with the firm be al<o
taken and intimated to the Comnuttee

The Commuttee also desired that the position for not supplying 6 Nos
equipments by the firm may also be intimated to the Commuitee alongwith the
posttion regarding withholding the payments of Rs 56 lacs of the suppher
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476 Robbery of cash

9 The Board prescribed (May and July 1973) afety measures required to be
taken whtle carrying cash frony/to bank so as to mmmise the chances of robbery These
were retterated m June 1985 and March 1994 which provided for provision of Board s
Velcle police escort to the cashuer for accompanymg him to/from the bank 1f the amount
exceeds Rs 50 000 There were no mstructions to msure loss of cash i transit

(1) A test chech of records of Supermtendmg Engimeer Operation Circle Kamal
revealed that on 1 March 1994 Cashier/Lower Division Clerk of Assandh Sub division
had drawn a sum of Rs 4 96 345 06 from State Bank of Patiala Panipat for disbursement
of salary for the month of February 1994 to the staff The Cashier however disbursed
Rs 11699 30 to the staif at Pampat The balance cash (Rs 4 84 645 76) which was
bemg carried 1n Board s velucle without the police escort was looted on the way to
Assandh by four armed muscreants Furst mformation report (F I R) of the robbery was
lodged (1 March 1994) with the police but the police investigation report was awaited
(July 1996)

() Smmluly m the Overatzon diviston Ballabhgarh on 16 March 1995 the
Assistant Executive Engineer City Operation Sub diviston Ballabhgarh had deputed a
lineman alongwith the cashier to deposit cash amounting to Rs 2 55 11khs m the bank
On the way to the bank two persons armed with country made weapons (kattas) approached
the officials and took «way the cash box after gumming down the lmeman on the spot The
first mformation report (F I R) of the robbery was lodged on 16 March 1995 with the
police the results of which were awatted (July 1996) A compensaton of Rs 1 67 lakhs
was paid 1o the heirs of the late ineman Though police guard was available on payment
basis, the same was not provided to the cashier for accompany.ng him to the bank

Thus, due to failure on the part of field offices to observe the mstructions of the
Board m providing police escort 1n both the cases had resulted 1o a loss of Rs 9 07 lakhs
In spite of the robbery cases, no standing arrangements has been made with the pohice
for providing police escort till date The Board whule admitting the lapse on the part of
field offices stated (February 1996 and July 1996) that the explanation of the concerned
officer who failed to arrange police guard was bewng called for the results of which were
awaitted (August 1996)

The matter was reported to the Board and the Government in Apnal 1996 their
replies had not been received (November 1996)

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

(1) The cashworth Rs 4 84,645 76 salary of the staft of Assandh Sub Dwvision
bemng carried mn Board s truck No HYK 2509 to Assandh was looted on
13 94 by some miscreants travellng m white Maruti Car which was
following the above truck from Pamipat The 1ncident took place on a public
road 1 the junsdiction of Safidon Police Station and as per latest report
from police four culpnts have been arrested m the smd case and Rs
7500/ could be recovered from them

(W]
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In this case the then SDO Assandh 1s considered to be responsible who did
not provide police escort as per structions of the Board The SDO Sh
Inderjit Likha was held responsible for the lapse & has been charge sheeted
by the Sccretary Board Vide memo No Ch 31/Conf 3687 dt 8 9-97

{(r) the bank was bardly 500 meters away from the office and was located in
thickly populated area and 1t was not considered expedient to provide the
vehicle for such a short distance and that too m such mmhabited area
However the SDO should have arranged police guards which ws available
on payment basis The SDO Sh R K Jindal who was held responsible for
this lapse has been charge sheeted by the Secretary Board vide his Memo
No Ch 10/Conf 4084 dated 13 10 97 Final actton 1s awaited

Dunmng the course of oral exammation the representatives of the (xovernment
mformed the Commuttee that the Board had suffered a loss of more than Rs 9 00 lacs
due to non observance of Board s mstructions tn these cases and both thest cases were
pending m the Court

The Committee recommend that necessary action to make good the loss from
the Officers responsible for the lapse may be taken within 2 3 months of the decision
of the Court under intimation to the Commttee ~

The Committee further recommend that field officers be directed to observe
strict comphance of Board’s instructions to avord such losses in furtare

478 Loss of cash

10 According to the instructtons 1ssued (June 1982) by the Board, Sub Divisional
Officer (SDO) shall act as custodian of cash chest, be responsible 1or correct and prompt
remuttance of all cash collections mto the Bank on the same day and wherever 1t 15 not
possible 1 the moming of the next working day Board s wstructions (March 1990)
further provided that cash chest be kept under proper secunty arrangements duly embedded
m the walls with reinforced concrete structure and provided with ron gate proper watch
by chowkidars ensured 1nd surprise mspections on chowkdars be carned out Following
cases pertaining to loss of cash due to non observing of the prescribed procedure were
noticed

() The S D O (Sub urban sub drvision) Kaithal reported (11th April 1994) to the
Executive Engineer (Operational division) Kaithal the theft of cash amounting to Rs
221 656 85 from his cash chest on the might of 10 April 1994 The chowk:idar was also
reported to be absent from duty on that night The amount comprsed of collection of 7
& 8 April 1994 Rs 109 645 and Rs 105970 85 respectively and generdl cash Rs
6041 AnFIR waslodged with the police on 11th April 1994 The Executive Engineer
(Operational division) Kmthal who conducted the mvestigaton into the case held the
chowkzdar responsible for his serious neghgence and placed (11th April 1994) him under
SUSPENSION

The Board stated (Ausust 1995) that cash collected on 7 April 1994 could not be
deposited on the same day due to rush of work There was a strike 1n the bank on 8 April
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1994 and 9 & 10 Apnl 1994 were holidays 1n the office bemng Saturday and Sunday
However the bank strike on 8 April and holidays on © & 10 Apnl 1994 was known 1n
advance to the division The SDO netther took appropnate steps for safeguwding the
heavy cash balance by arranging police guard nor was arrangement made to deposit the
cash on 9 Apnl (Saturday) when the bank was open

(1) The SDO (Operation Sub-diviston) Chhaypur reported (20 June 1994) to the
Executive Engmeer (City Diviston) Panipat the theft of the office chest contamning cash
and cheques wortn Rs 2 77 861 on the might of 19 June 1994 The amount comprised of
cash collection of 17 June 1994 (Rs 2 60 946) undisbursed staff payment (Rs 13602)
and cheques (Rs 3313) The cash chest embedded in the wall was reported to be missing
The regular chowkidar was absent since 17 June, 1994 and inother chowkidar who was
required to lookafter both the office and the Sub station did not perform duty 10 the
office An FIR was lodged with the police on 20 June 1994

The Superintending Engineer (Operation curcle) Karnal who conducted the
mvestigation mto the case heid that the SDO shouid have taken remedial measures to
ensure proper secunty of the office and taken steps to deposit the heavy amount of cash
in the chest with the Bank on the next day 1 ¢ Saturday He proposed detetrant puntshment
for the chowkadar and suitable punishment for the Cashier und SDO The aczon taken
has not been mumated

(1) The SDO (OP Sub division No 1) Kaithal reported (25 Janvary 1993) to
the Executive Engmeer (Operation diviston) Karthal the theft of cash amounting to Rs
1 84 244 68 from lus cash chest on the mght of 24 January 1995 The amount comprised
of the cash collection and BA 16 recetpt of 24 January 1995 (Rs 173 986) and unpard
wages etc (Rs 10258 68) The chowsidar was reported 10 have beun overpowered by
the thieves The chowktdar of the adjotning OP Sub division No 2 remained absent
from duty on that night and was placed under suspension on 25 Jauary 1995 for s
gross negligence An FIR was lodged with the police on the same day

The Executive Engineer (Operation division) Kaithal who conducted the
mvestigation into the case inter alia held the SDO and Cashier responsible for not
deposing the money 1n the bank m lump sum despate hus instructions dated 18 April
1994 1nd 4lso for not taking extra precanttons by way of additional police help

Thus 1 ali the above cases the Management faled to ensure proper safety of
public money Lack of proper system to ensure deposit of cash collection on the same
day or the next day and requisiioning special safety measures by the S D Os as and
when the cash balances went up resulted 1o avoidable loss of Rs 6 80 lakhs The action
taken against the deimquent officials have not been mtumated

The theft cases relatmg 1o Sub-divisions Chhajpur and Kaithal were filed in the
court by the Police 1n February 1996 and January 1996 respectively and case relating to
sub urban Sub division Kaithal was still under investigation (Aprl 1996)

The above matters were reported to the Board and GGovernment m March 1996
their replies had not been recerved (November 1996)
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In their written reply the Government/Board stated as under

(1) The following officials/Officers were held responstble and latest posiion of
disciplinary action against them 1s mentioned agamst each

Sr Name of officials/officers Latest position of disciplimary action
No
1 Sh Kishan Chand, Chowkidar Four increments with future effect have

been stopped vide XEN OP Ihvn
Kaithal O/o No 777 dt 6 11 96

2 Sh Raymish Garg SD O Three mcrements of the officer have
been stopped without cumulative effect
vide Secy HSEB O/o No 85/Conf/
3877 dated 6 3 98

3 Sh Vinod Kumar L D C (Cash) Disciplinary proceedings were
muated Atter receipt of a report from
the BEnquury Officer (Sh S K Arora
Xen/Works) apponted on 25 9 97)
Two mcrements without future effect
have been stooved vide €T OP
Kurul shetra O/o No 417 dated 1 5 98

() SP Pamipat vide lus memo No 7643 dt 26 2 97 has immuumated that four
culpnits have been ariesied in the said loss md Rs 7500/ recovered from
them The challan against all the four culpnts stands submitted 1o the
court on 25 2 96 by the police author*y and the same 1s under trid o the
court Next date of hearing has been fixed for 23 10 98 The status position
of the disciphinary action 1gamst the delinquent officials for omissions/
commusstons on their part 1s given as under

(1) Sh R C Kathura the then $D O

The EIC OP Zone II Delhs has sent draft charge sheet to the Secretary/Board
vide his memo No Ch 11/ESG 2652 dated 21 4 98

(n) Sh Partap Chand, LDC (C)

Charge sheet has been served upon the official vide SE - OP Karnal memo No
S6/EP 8163 dt 4 6 98 \

(1) Sh Subbash Chand Chowkadar and Sh Jagdish Chand Workmate were charge

sheeted by the Xen City Diva Pampat On consideration of reply to the charge

sheets the SSE 132 KV S/S Panipat was appointed as Enquiry Officer vide Xen
City Panipat Ofo No 471 dt 11 9 96 who has submutted his findings to the Xen
vide lus memo No Ch 287/complant dt 6 3 98 and further no final action
could be taken being the case under trial 1n the court

The delay was caused particularly due to transfer of Sh BS Ahuja SE on
promotton Sh H K Sharma took over the charge 1s SE OP Kurukshetra in
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lus place Durtber Vigilance Wing posted 1t Kurukshetra was shmfted to Kim il
during mud of 1995 The Vigitance representative of Karnad was ashed to conduct
the enquiry repeatedly and mn the meintime Vigilance Inspector was transferred
to lus Parent department On arrival of new Vigilance representative jomnt enguiry
was completed on 22 10 97 and as ver their report followings/were held
tesponsible for loss and action mtated/taken agunst them 1s mentioned ag-unst
gach —

1 Sh Arun Kumar Chowkidar Two increments hive been stopped by
the XEN OP Divn Kaithal vide O/o No 788 dt 6 11 96

2 Sh MC Garg,SDO Charge sheet has been served upon the officer
by the Secv/Board vide his memo No Ch 6/Conf 4349 dt 2-4 98

3 Sh Pawan Kumar, L. D C (Cash) Two mcrements without future effect
’ have been stopped by the SE OP Circle Kurukshetra vide his O/o No
418dt 1598

During the course of oral examn ion the departmental representatives appnsed
the commuittee of the action taken/being taken agamst the officers/officials at fault It
was also brought to the notice of the commuttee that the board was going to mtroduce
msurance of cash to indemnity itself agamst such losses in future

The commuttee viewed seriously the instances of delay in taking action agamst
some Officers/officials and, therefore, recommend that the Officers/officials
responsible for such delay may be 1dentified and suitable action be taken against
them to curb the tendency to delay disciplinary cases and cases under process may
be finalised expeditiously under intunation to the Committee

4 7 9 Nugatory expenditure

11 Section 25 (F) of Industrial Disputes Act. 1947 nter alia lavs down that no
workm in wno has been mn contint.ous service Lor not less than one yeau under an employer
shall be retrenched until he has been given one month s notice wntng indicrting the
reasons for retrenchment 1nd after expinng of notice period or the workman has been
paid wages iz lteu of such notice

The Board circulated (November 1973 and December 1976) to all its field
funcuonaries the provisions relating to Section 25 (F) of the Industrial Disputes Act
1947 for strict compliance The Board while retterating (June 1981} all reterences 1ssued
in this behalf from tune to tume to all subordinate functionaries brought out the salient
pouwts which must be kept in view by field offices while affectng retrenchment ang also
deuded to recover the amount of compensation wvolved m llegal retrenchment from
the officer found negligent in this regard

In February 1984 the name of a workman employed (August 1981) on duly
wages 1 the office of the Executive Engtneer Western Yamuna Canal Hydro Electric
Project Bhudhalan (Yamunanagar) who did not tum up for Jjob wns deleted from the
muster roll tantanountng to retrenchment without followmg the 1foresud statutory
provisions
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On representation {16 October 1984) from the workman to remnstate hun with
continuity of <ervice with full back wages and all other benefits the State Government
referred (May 1985) the dispute to the Labour Court Ambala for adjudication The Labour
Court held (July 1993) the terminatton itlegal and observed that the workman was entitled
to remnstatement with continuaty m services and full back period wiges 1s the Management
fatled to produce any documentary evidence o show that the workman had notcompleted
240 days of continuous service 1 the period preceding twelve months to his termination
The workman was remstated m March 1994 after dismussal of the Board s civik writ
petiion of November 1993 by the Puryab and Haryana High Court and paid (August
1994) Rs 1 27 lakhs as arrear of back pertod wages for 1 February 1984 to 24 March
1994 witnout utilisation of the services of the workman

Thus the Board s action w termunating the services of workman without tollow
g the procedure laid down resulted 1n a wasteful expenditure of Rs 127 lakhs Further
the Board had not imtiated any action to recover the amount of compensation mvolved
m 1llegal retrenchment from the officer concerned found negligent m this regard

The matter was reported to the Board nd (rovernment 1n Jiuary 1996 thewr
replies had not been recerved (November 1996)

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

In this case Sh R X Sharmn Executive Engineer (€ 1v1l) re.named posted m
Hydel HSEB Bhudkalan his been held responsible for not following the
mstructions 1ssued vide Secretary HSEB vide its Circular No  173/722/8(02 dated
25 11 1973 1s well as the proviston of Section 25 F of Industrial Disputes Act
1947 at the tume of retrenchment/termnation ot the workman Sh- Munshi Ram
Daly Wages Worker

For this lapse Sh R K Sharm y Executive Engimeer (Civil) has been charge
sheeted vide Secretary Memo No 11/Conf 4577 dated 14 7 98 which stands
iwnnowiecged by the o“ficer on 15 7 98

Duning the course ot oral examnation the representatives of the Government
appnsed the Committee of action bemng taken agamst the Officurs responsible for non
observing the latd down procedure for retrenchment of workmen

The commuittee took serious view of the wnordmate delay of more thn four years
tor 1ssumg charge sheet to the Ofticers at fault when the High Court had dismised Board »
wnt petition m November 1993

The Committee recommend that the enquiry may be got completed
expeditiously and the recovery of the loss may be made good from the Officers/
officials at fault under mtimation to the Commuittee withm a pertod of three months
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48 HARYANA FINANCIAL CORPORATION -

4 8 1 Avoidable loss

12 The Corporation disburses loans to the entrepreneurs for promotion of mdustry
i the State Section 25(2) of the State Financial Corporation Act 1951 restricts granting
of loans unless 1t 1s sufficrently secured by pledge mortgage hypothecatron or 1ssignment
of movable immovable or other tangible assets of loanee 1n the manner prescabed by
regulations The regulations framed by the Corporation require appraisal of loan cases
by the nspectng officers before thew sanction which further inter alia provide for
obtaning of the following particulars and documents

— bio data and full details of the means of the sole propretor/partmers/
durectors (as the cis¢ may be) both movable aind immovable copy/
copies of therr latest wealth tax assessinent order and

— the means of the promoters to be supported by reasonable documentary
evidence

The € arporation disbursed two loans amounting to Rs 11 60 lakhs (Rs 8 50
lakhs m September 1983 and Rs 3 10 Inklis m February 1984) for purchase of land
construction of burllding  purchase of machmery and for contingenctes for manufacture
of chemucals (Mentho! with D Menthol o1l) to a partnership firm without ascertamng
the exact location/address of the loanees 1n order to safeguard the mterest of the
Corportion Due to consistent defult in repayment entrre loan amounting to Rs 16 25
lakbs as on 31 August 1988 was recalled (February 1989) by the Corporation

The firm faiied to return the entire loan and as such under section 29 of the Act
1bid the possession of the unit was taken over (October 1989) by the ( orporition which
auctioned (February 1992) the umt for Rs 4 24 lakhs To recover the shortfall amount
recovery certificates were 1ssued to the Collectors Delln Ghaziabad and Meerut alongwith
a hist of properties of the partners of the firm which were returned back for want of
spectfic details of immovable properties such as exact location and number etc The
Corporation could not thereafter provide the details of properties to the collectors 1n the
absence thercof Resultantly 1t could not recover the balance loan of Rs 50 29 I1khs
(stood as on 29 February 1996) meludmng prmcipal of Rs 10 30 lakhs so far (May 1996)
In reply the Management stated (January 1996) that the Corporation has now started
takmg ffidavit from the borrowers regarding their means and collateral secunty i certain
cases

Thus due to lapse on the part of the Corporation 1n sanctioning loan without
venfymng assets of the promoters duly supported by documentary evidence had resulted
1 non recovery of Rs 5029 lakhs No responsibility for the lapse has been tixed by the
( orporttion

The matter was reported to the Government in April 1996 the reply had not been
recetved (November 1996)
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In thetr written reply the Commuttee/Corporation stated s under

In terms of State Financial (forpor:mons Act the Corporations loan 1s prunarily
secured by way of mortgage of fixed assets vis land, buildmg plant and machioery
bemg considered for finanung as per approved project The loans are not secured
by way of personal propertes of the borrowers/guarantors unless and otherwise
a stipulation regarding collateral security 18 mmposed by the sanctionimg authority
In this case there was no such stipulation 1mposed As per policy of the
Corporation the borrowers/partners are hable for repayment of dues and
accordmgly documents are got executed from them In this case the loan was
secured by way of mortgage of primary security viz land building plant and
machmery after retamung the supulated margin approved by the sanctioning
wthonty Further in terms of mortgage deed the partners are personally hable
to pay the dues of the corporation 1n case there 1s still shortfall after sale of
primary security The address of the concern as well as 1ts partners were taken at
the time of appraisal and the partners have changed their residence after the
recovery proceeding were started agamnst them As such the observation regarding
non comphance of Sfate Financial Corporation Act 1s not cofrect

In this case tirst appraisal was done on 17 8 83 and second apprusil was done
‘on 14th February 1985 The sole 1dea behind obtamimng the list of movabile and
immovable assets owned by the party was to get net worth and background of
the promoters/partners The Corporations released loan after retaming the required
margin as stipulated while sanctioming the loans Further the assets disclosed by
the partners at the time of appraisal were not mortgaged against the Joan as such
we could not bmnd the borrowers not to dispose off the same As the system ot
verifying the means was not prevelant at the tune of appraisal of this case there
15 no lapse on the part of the apprusing officer and hence no action could be
initiated agamst them

Now 1n addition to primary security loan 1s guaranteed by all the promoters/
partmers Besides collateral security 1s also taken n all those cases where unit 18
coming up 1 leased premuses or 1s bemg set up outside the munscipal Limits
Thard party guarantees are also bemng taken on the ment of each case Affidavits
of means 1nd supporting documents are 1lso taken 4t the time of apprusil nd
the same are to be venfied

In this case one of the promoters Sh M C Jam has expired However the
corporation has been able to trace out the whereabouts of the one of the partners
namely Sh Rajesh Jain and efforts are being made to trace out the whereabouts
of the remainmg two partners who are the brothers of Sh Rajesh Jam The
Corporation 1s hopeful to recover some amount 1n this case

As regards matter reported to the State Government m April 1996 that reply h d
not been sent uptll November 1996 by the Corporation 1t 1s submutted that in

respouse to their letter No (d1o ) /1 2/D P 21/95 96/42 45 dated 23 4 96 addressed
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to the Frnancial Commissioner and the Secretary to Government Haryant
Industries Deptt Chandigarh and a copy thereto endorsed to the Corporation
No CAIVTDP/95 96 dt 15 05 96 the reply was delivered on 3 6 96 vide
corporation s letter No HFC' FD 96/2271dated 3 6 96 Assuch reply was sent
well in time by the Corporation prior to November 1996

After hearing the version of the Government and the reply submitted by the
corporauon the Commttee observed that there 15 a serious lapse on the part of the
Corporton 1 sanctioning the 1o to the loanee without proper appraisal and venfying
movable and 1mmovable assets which resulted 1 the non recovery of an amount of
Rs 5029 lacs Moreover the Corporation has not yet fixed any responsibility for the
saud lapse The Comumnitte, was further mformed that the Corporation has been able to
trace out one of the partners of the firm and recovery ceruficates of loan alongwith
mterest has been 1ssued to the Collector Dellt The Commuttee was, therefore, pamed
to observe that no serious efforts have been made by the Corporation in recovering
the loan for the last seven years The Commuttee, therefore, recommend that
responsibility for the delay and wrong appratsal may be fixed and the matter may
be pursued regularly with the Collector, Delhy, to recover the balance amount from
the partner of the firm and follow up action taken be intimated to the Commuttee
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