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Preface 

Government commercial enterprises, the accounts of which are subject to 
audit by the Comptroller and Auditor General of India (CAG), fall under the 
following categories: 

• Government companies, 
• Statutory corporations, and 
• DepartmentaHy managed commercial undertakings. 

2. This report deals with the results of audit of Government companies and 
Statutory corporations and has been prepared for submission to the 
Government of Punjab under Section 19A of the Comptroller and Auditor 
General's (Duties, Powers and Conditions of Service) Act, 1971, as amended 
from time to time. The results of audit relating to departmentally managed 
commercial undertakings are included in the Report of the Comptroller and 
Auditor General of India (Civil) - Government of Punjab. 

3. Audit of the accounts of Government companies is conducted by the 
Comptroller and Auditor General of India under the provisions of Section 6 I 9 
of the Companies Act, 1956. 

4. In respect of PEPSU Road Transport Corporation and Punjab Scheduled 
Castes Land Development and Finance Corporation, which are Statutory 
corporations, the Comptroller and Auditor General of India is the sole 
Auditor. As per the State Financial Corporations (Amendment) Act, 2000, 
CAG has the right to conduct the audit of accounts of Punjab Financial 
Corporation in addition to the audit conducted by the Chartered Accountants 
appoi nted by the Corporation out of the panel of auditors approved by the 
Reserve Bank of India. In respect of Punjab State Warehousing Corporation, 
he has the right to conduct the audit of accounts in addition to the audit 
conducted by the Chartered Accountants appointed by the State Government 
in consultation with CAG. In respect of Punjab State Electricity Regulatory 
Commission, CAG is the sole auditor. The Audit Reports on the annual 
accounts of all these corporations/commission are forwarded separately to the 
State Government. 

5. The cases mentioned in this Report are those, which came to notice in the 
course of audit during the year 20 I 0- ll as well as those, which came to notice 
in . earlier years, but were not dealt with in the previous Reports. Matters 
relating to the period subsequent to 2010-11 have also been included, 
wherever considered necessary. 

6. The audit has been conducted in accordance with the Auditing Standards 
pre~cribed for the Indian Audit and Accounts Department by the Comptroller 
and Auditor General of India. 
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Overview 

1. Overview of Government com and Statutory corporations 

Audit of Government companies is governed by 
Section 619 of tire Companies Ac~ 1956. The 
accoutlls of Government companies are audited 
by StotuJory Auditors appointed by CAG. These 
accounts are also subject to supplementary audit 
conducted by CAG. Audit of Stotutory 
corpora/Wns is governed by their respective 
legislations. As on 31 March 2011, the Stale of 
Punjab luuJ 31 working PSUs (27 companies 
and 4 StotuJory corporations) mul 22 non­
working PSUs (all companies), which employed 
0.71 lakl1 employees. The working PSUs 
registered a turnover of ~ 24,431.81 crore for 
2010-11 as per their lntest finalised accounts. 
This turnover was equal to 10.68 per cent of the 
Stale GDP indicating an importont role played 
by the Stale PSUs i11 the economy. However the 
working PSUs u1curred overall toss' of 
~ 1,498.07 crore in 2010-11 and hod 
accumulated losses of ~11,921.16 crore. 

Investments in PSUs 

As on 31 March 2011, the investment 
(Capital and long tenn lomls) m 53 PSUs was 
~14,341.28 crore. It grew by over 9.92 per cent 

J:om ~13,~.77 crore in 2005-06. The thrust of 
mvestme11t m the Stote was mamly in power 
sector. Power Sector accounted for 83.23 per 
cent of the total u1vestment in 2010-11. The 
Government contributed ~ 3,689.80 crore 
towards equity a11d grants/subsidies during 2010-
JJ. 

Pnfomlllnce of PSUs 

During tire year 2010-11, out of 31 working 
PSUs, 14 PSUs earned projiJ of ~ 58.30 crore 
and 11 PSUs incurred loss of ~ 1,556.37 crore. 
Three working PSUs prepared tlreir accounts on 
'no projiJ tro loss' basis; two working PSUs have 
not started commercial activities and one 
working PSU has not prepared iJs first account. 
The major contributors to projiJ were Punjab 
Small ltulustries and Export Corpora/Wn 
limited (~15.94 crore), Punjab Genco limited 
(~ 13.35 crore) atul Punjab Stote Container 
and Warehousing Corporation limited 
( r Jl.40 crore). The heavy losses were incurred 
by Punjab Stale Electricity Board 
(~ 1,301.52 crore), Punjab Stale Grains 
Procurement Corpora/Wn LimiJed 
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(~ 137.21 crore) and Putljab Stale 
Warehousmg Corpora/Wn (~84.58 crore). 

The losses of working PSUs are mai11ly 
attributable to deficiencies in financial 
management, planning, implementation of 
projec~ running their operations atul 
monitoring. A review of three years A1uliJ 
Reports (2008-09 to 2010-11) ofCAG shows 
that the stale PSUs losses of 
~ 4,650. 77 crore and infroctuous 
mvestments of ~ 8.25 crore were 
contro~le wiJh better management Thus, 
there IS tremendous scope to improve the 
functioning atul minilnise/eliminate losses. 
The PSUs can discharge their role 
ejJicie11tly only if they are financially self­
reliant. There is a need for professionalism 
and accountability in the functioning of 
PSUs. 

Quality of accounts 

The quality of accounts of PSUs needs 
ilnprovement. Of the 25 accounts of 
working companies finalised during 
October 2010 to September 2011, the 
statutory audiJors hod given unqualified 
certificates for 13 accounts, qualified 
certificates for nme accounts, adverse 
certificates for two accounts and disclam1er 
certificate for one account. There were 28 
mstances of non-compliance wiJh 
Accounting Standmrls. AU three accounts of 
StatuJory corporations finalised during 
October 2010 to September 20ll received 
qualified certificates. The Reports of the 
Stotutory Auditors on internal control of the 
companies indicated several weak areas. 

Arrears in accounts and winding up 

Twenty four working PSUs luuJ arrears of 
39 accounts as of September 2011. The 
arrears need to be cleared by setting targets 
for PSUs mul outsourcing the work relnting 
to prepara/Wn of accounts. There were 22 
non-working companies. As no purpose 
may be served by keepmg these PSUs in 
existence, Government needs to expedite 
closmg down of d1e non working PSUs. 



I 2. Performance audit of Government Companies : 
2.1 Performance audit of "Procurement, Storage and Delivery of Wheat" by 
Punjab State Grains Procurement Corporation Limited was conducted. 
Executive summary of the Audit fi ndings is given below: 

The Punjab State Grains Procurement 
Corporation Limited (Company) was 
incorporated 011 10 March 2003 and it is 
one of the five State procuri11g agencies 
entrusted with procurement of foodgraitls 
such as wheat and paddy for the central 
pooL Performance audit of procurement, 
storage and delivery of wheat by the 
Company was taken up in the context of 
f ood security, wastage of grains, shortage 
of storage facilities and other risks 
including persistent Loss incurred by the 
Company. Eight out of twenty district 
offices of the Compa11y were selected for 
detailed check 011 the basis of Statistical 
Sampling. The audit findings are 
summarised below: 

(/) Financial Management 

The Company was not able to recover its 
cost of operations. The accumulated 
Losses of the Compa11y increased year 
after year. The accumulated Losses 
increased by 196.20 percent from 
( 269.27 crore in 2006-07 to ( 797.57 
crore in 2009-10, mainly due to high 
incidence of interest payments, failure to 
get reimbursement of all elements of the 
cost and delay in claiming the incidental 
charges from FCI. 

(11) Procurement of wheat 

The Company procured 75.76 LMT 
wheat at the cost of ( 7,191.45 crore 
during 2006-11. Wheat procurement was 
less than the targets during the audit 
period. The Company had not devised 
proper system to e11sure that all the 
elements of cost were included in the 
claims .. 

(Ill) Storage of wheat 

The Company had neither ensured 
storage of wheat in covered godowns/on 
scientific plinths nor evolved any 
mechanism to ensure timely hiring of 
plinths of prescribed specifications. The 
Company al$o failed to get the storage 
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space thoroughly cleaned and disinfested 
before storage of wheat procured Leaving 
to deterioration in the quality of stored 
f oodgrains. 

(i) Damage and storage ofwheaJ stock 

Against the total storage requirements, 
the shortfall in covered storage capacity 
ranged between 66.25 (2006-07) and 
82.64 (2010-ll) per cent. Resultantly, the 
Company had to resort to store the wheat 
in open which led to deterioration of 
stocks. 18,272 MT of wheat costing 
( 18.41 crore was damaged due to 
improper storage. Shortages of 3,480.81 
MT of wheat costing ( 3.74 crore were 
also noticed. However, the Management 
failed to finalise the departmental actions 
against the offiCerS concerned even after 
Lapse of three to five years of detection of 
shortages. 

(ii) Short accountal of storage gain 

The district offices, Patiala and 
Ferozepur did not pass on the required 
storage gain and in lieu of that the FCI 
had deducted ( 1.66 crore f rom the sale 
bills of wheat. Non passing of storage 
gain smacks of pilferage by the officials. 
However, the Company had neither 
recovered the amount from the officials 
responsible nor initiated any action to fix 
the responsibility of delinquent officials. 

(IV) Delivery of wheat to FCI 

The Company was put to huge financial 
Losses due to either delay or non raising 
of claims on the FCI/State Government. 

(i) Delay in preparation of sale bills 

During 2006-11, there were delays of 
one to 125 days in submission of the 
dispatch documents which led to delay i11 
submission of bills a11d subsequent 
realisation of dues from FCJ, resulting in 
Loss oji11terest of\'1.51 crore. 



(ii) Non claiming of interest 011 delayed 
payments 

FCJ was required to make payments 
within 24 hours of the presentation of the 
sale bills. Though, there were delays up 
to 226 days in receipt of payments from 
FCJ, the Company did not raise interest 
claims of ~ 4.01 crore 011 delayed 
payments by FCJ. 

(iii) Non ·claiming of cost of 
polypropylene bags 

Due to non juation of rates of PP bags 
in the provisional rates for the crop year 
2010-11, the Company did not claim cost 
of 40.87 lakh PP bags used for delivery 
of wheat to FCI during the crop year 
2010-11 even at the rates of previous year 
which resulted in no11-recovery of 
~5.66 crore. 

(iv) Non reimbursement of interest 
charges f or wheat directly delivered 
from mandis 

The Company failed to take up the matter 
with GO/ resulting in non 
reimbursement of interest charges of 
~3.33 crore in respect of 13.53 laklz MTs 
of wheat directly delivered from the 
man dis. 

(v) Delayed/less/non raising of claims of 
incidental charges 

Delayed/less/noll raising of claims of 
incide11ta/ charges resulted in loss of 
i11terest of ~1.73 crore. 

(vi) Avoidable payment of infrastructure 
development (JD) cess 

Despite specific instructions not to 
deposit ID cess in respect of wheat 
required under Above Poverty Line 
scheme of Targeted Public Distribution 
System, eight selected district offices of 
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Overview 

the Company deposited ~ 2.81 crore 
during August 2009 to February 2010 011 
accou11t of JD cess which has not yet 
been recovered fro m FCJ (March 2011). 

(vii) Transportatio11 of wheat 

The contracts for transportatio11 of wheat 
from mandis to storage points were 
awarded on the basis of rates per quintal 
basis and no weightage was given to 
the dis ta11ce i11volved. The juation of 
rates with ref erence to per quintal 
instead of per quintal per kilometer 
resulted i11 extra expe11diture of 
~ 19.09 crore duri11g 2006-1 I. 

Conclusion and Recommendations 

The performallce of the Company with 
regard to procurement, storage and 
delivery of wheat was sub-optimal due to 
inadequate covered storage capacity and 
110n devising of a system to analyse the 
rates fzxed by GO/ to ensure that all 
elements of its cost are reimbursed. 
There was no effective system to e11sure 
timely raising of sale bills to FCJ. The 
Company has not finalised the actions 
against persons responsible f or damages 
a11d shortages of wheat even after lapse 
of 3 to 5 years. The accumulated Losses of 
the Company increased year after year 
and it failed to ide11tify the loss making 
areas for taking corrective measures. 

We have made seven recommendations to 
improve the working of the Compa11y. 
Setting up of the infrastructure f or 
covered storage of wheat in the State, 
devising a regular system to ensure that 
all elements of its legitimate cost are 
reimbursed by GO/, finalisation of the 
departmental action for damages and 
shortages of wheat stocks, timely raising 
of bills of various incidental charges with 
FCI etc. are some of the 
recommendations 
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2.2 Performance audit on the working of Punjab State Power Corporation 
Limited (erstwhile Punjab State Electricity Board) was conducted. 
Executive urnmary of the Audit fi nding is given below: 

Power is an essential requirement for all 
facets of life. The distribution system of 
the power sector constitutes the final link 
between the power sector and the 
consumer. The efficiency of the power 
sector is judged by the consumers on the 
basis of performance of this segment. 
National Electricity Policy aims to bring 
out reforms in the Power Distribution 
sector with focus on system upgradation, 
controlling and reduction of 
Transmission and Distribution losses and 
power thefts and making the sector 
commercially viable. 

In Punjab, distribution of power upto 15 
April 2010 was carried out by the 
erstwhile Punjab State Electricity Board 
(PSEB). Consequent to unbundling of 
PSEB from 16 April 2010, the same is 
now carried out by the Punjab State 
Power Corporation Limited (Company). 
The performance audit covering period 
from 1 April 2006 to 31 March 2011 was 
conducted to ascertain whether the aims 
and objectives stated in the National 
Electricity Policy and Plan were adhered 
to and how f ar the di,)mbution reforms 
have been achieved. 

Financial Position and Working Results 

Th e Company was not able to recover its 
cost of operations and the accumulated 
losses increased year after year. The 
average realisation per tmit ranged 
between ( 3.12 and ( 3. 77 against 
average cost per unit of ( 3.70 to ( 4.18 
during 2006-10. 

Distribution network plamting 

Against the planned additions of 525 sub­
stations over the audit period, only 136 
sub-stations were actually added. 
Further, increase in transformation 
capacity was not commensurate with the 
increase in connected load. During the 
audit period, the connected load 
increased from 19,688 MW to 27,385 
MW (39.09 per cent) whereas 
transf ormation capacity increased f rom 
15,287 MVA to 20,199 MVA (32.13 per 
cent). 
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Implementation of Centrally Sponsored 
Schemes 

Upgradation of the rural electrical 
infrastructure by erecting 7,014 pole 
mounted 25 KV A substations and 
providing 1.49 lakh single point free 
electricity connections to below poverty 
line (BPL) households were taken up 
(March 2008) under the Rajiv Gandhi 
Grameen Vidyuitikaran Yojna at a cost 
of ( 183.91 crore. The work was 
required to be completed by October 
2010. However, upto March 2011, the 
Company could install only 2,108 (30.05 
per cent) pole mounted 25 KV A sub­
stations and could release only 0.60 lakh 
(40.27 per cent) BPL service connections. 
In order to carry on the power sector 
reforms, the Restructured Accelerated 
Power Development Reforms Programme 
was launched in July 2008 which aimed 
at establishment of IT enabled system f or 
achieving reliable and verijwhle baseline 
data alongwith strengthening of regular 
sub-transmission & distribution system 
and 11pgradation projects. However, in 
this respect, the Company could utilise 
only r 18.19 crore (12.09 per cent) 
against ( 150.40 crore received from 
GOI as of March 2011. 

Operational efficiency 

The operational performance of the 
Distribution Companies is judged on the 
basis of availability of adequate power 
for distribution, adequacy and reliability 
of distribution network, minimising line 
losses, detection of theft of electricity, etc. 
A udit of operations of the Company 
revealed the f ollowing: 

a) The Company was not able to meet 
the requirement of power in the State and 
the power deficit increased by 188.65 per 
cent f rom 5,376 MUs to 15,518 M Us 
during 2006-11. To meet the deficit of 
power, the Company resorted to 
11nplanned purchase of power through 
short term and panic measures at 
exorbitant rates, at an average cost of 
( 5. 75 per unit against its average 
realisation of revenue of ( 3.50 per unit 
of energy sold. 



b) Though the overall transmission and 
distribution losses decreased from 23.92 
to 17.96 per cent during 2006-11, they 
were still on the higher side as compared 
to maximum level of 15.5 per cent fixed 
by the Central Electricity AuthoriJy 
(CEA). Against the ideal ratio of 1:1, the 
ratio of transformation capacity to the 
total connected load ranged between 
0.43:1 and 0.46:1 during 2006-11. 
Percentage of failure of DTRs ranged 
between 7.74 and 12.44 per cent during 
2006-11. Further, the Company failed to 
devise proper internal control mechanism 
and effective managerial control to 
ensure timely return of damaged 
transformers a.fUr repair. 

Billing and Re~·enue Colkction 
Efficiency 

As revenue from sale of energy is the 
main source of income, the effiCiency lies 
in timely billing of energy sold to 
consumers and prompt collection of 
revenue in time. During audit period 
energy billed on the basis of meter 
readings ranged between 68.41 to 78.09 
per cent of the total energy available for 
sale within the State. Outstanding dues 
increased from r 1,331.37 crore to 
r 1,728.30 crore during 2006-10. The 
Company failed to ini.tiilU effective 
pursuance for recovery of outstanding 
dues. There was no established and 
conclusive methodology for 
determination of AP consumption. 

Financial Management 

A review of financial management of the 
Company revealed that dependence on 
bo"owed funds increased during the 
audit period and the bo"owings 
increased from r I 1,285.24 crore to 
r 17,336.68 crore (53.62 per cent) during 
2006-10. 
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Tariff fixation 

The Company failed (except 2006-07 and 
2010-11) to file the Annual Revenue 
Requirement (ARR) petitions within the 
prescribed period of 120 days before the 
commencement of the respective year. 
Non-filing of the ARR petition for 2007-
08 resulted in rejection of interest claim 
of r 115.19 crore on non/delayed receipt 
of subsidy from the State Government 
during 2007-08. 

Conclusion and recommendations 

The Company was not able to recover its 
cost of operation and its accumulated 
losses increased by 62.41 per cent during 
2006-11. It could not meet the demand of 
power in the State and power th.ficit 
increased by 188.65 per cent during 
2006-11. For strengthening of 
distribution network in the State, though 
the Company had been inilillting 
schemes from time to time, there are 
many schemes which had been 
abnormally thlayed or remained to be 
completed. The Company consistently 
failed to achieve its performance 
parameters and the targets. 

We have made seven recommendations to 
improve the distribution segment of the 
power sector in the State. Making of 
plans for reduction of T&D losses and 
power theft, explore the additional 
sources of availability of power at 
economical rates, ensure timely 
completion of all the schemes, 
achievement of performance parameters 
and targets, installing of 100 per cent 
metering and fixing yearly targets/ 
milestones for energy audit, etc. are 
some of these recommendations. 
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1[3. Transaction audit observations 

Transaction audit observations included in this Report highlight deficiencies in 
the management of PSUs, which resulted in serious financial implications. 

The irregularities pointed out are broad1X of the following nature: 

Loss of ~ 0.50 crore in one case due to non compliance with rule , directives 
and procedures. 

(Paragraph 3.8) 

Loss of~ 9.68 crore in one case due to non-safeguarding the financial interests 
ofPSUs. 

(Paragraph 3.1) 

Loss of~ 52.69 crore in four cases due to defective/deficient planning. 

(Paragraphs 3.2, 3.7, 3.10 and 3.12) 

Loss of ~ 0.56 crore in one case due to injudicious decision in award of the 
contract. 

(Paragraph 3.3) 

Loss of~ 53.01 crore in three cases due to inadequate/deficient monitoring. 

(Paragraphs 3.4, 3.9 and 3.11) 

Unfrujtful expenruture of ~ 7.72 crore in two cases due to non-realisation/ 
partial realisation of objectives. 

(Paragraphs 3.5 and 3.6) 

Gist of some of the important aurut observations is given below: 

Punjab State Power Corporation Limited failed to swap the high cost 
outstanrung loans with the new loans carrying lower rate of interest resulting 
in avoidable payment of interest of~ 9.68 crore. 

(Paragraph 3.1) 

Punjab State Power Corporation Limited decided to allot consultancy 
services without ensuring availability of the land and not taking cognizance of 
the hurdles in obtaining environmental clearance which resulted in unfruitful 
expendjture of~ 3.37 crore. 

(Paragraph 3.2) 
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Punjab Agro Foodgrains Corporation Limited failed to deliver the wheat 
stocks on FIFO basis which coupled with inadequate fumigation and improper 
storage resulted in damage of wheat stock of 55,412 MT valuing ~ 64.91 
crore. 

(Paragraph 3. 7) 

Punjab Agro Foodgrains Corporation Limited, Punjab State Grains 
Procurement Corporation Limited and Punjab State Warehousing 
Corporation failed to establish effective internal control mechanism to 
monitor timely raising of the bills for reimbursement from FCI which resulted 
in loss of interest of ~ 7.11 crore to these procuring agencies. 

(Paragraph 3.9) 

Punjab State Warehousing Corporation failed to take up the matter with the 
State Government for making a provision of compensation in lieu of waiver of 
interest clause for the extended period of milling and delivery of rice which 
resulted in financial loss of ~ 45.15 crore. 

(Paragraph 3.11) 

Punjab State Warehousing Corporation also failed to initiate action to shift 
the unmilled paddy to other millers at the risk and cost of the defaulted miller 
which resulted in non milling of 7,750 MT of paddy val uing~ 9.37 crore and 
consequential loss of interest of ~ 1.41 crore. 

(Paragraph 3.12) 
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CHAPTER I 

lt. 

Introduction 

1.1 The State Public Sector Undertakings (PSU ) consist of State 
Government companies and Statutory Corporations. The State PSUs are 
establi hed to carry out activities of commercial nature, while keeping in view 
the welfare of the people. In Punjab, the State PSUs occupy an important place 
in the State economy. The workjng PSUs registered a turnover of 
~ 24,43 1.8 1 crore in 2010-1 1 as per their latest finalised accounts as of 30 
September 20 11. This turnover was equal to 10.68 per cent of the State Gross 
Domestic Product (GOP) of ~ 2,28,753.92 crore in 2010-1 1. Major activities 
of the Punjab State PSUs are concentrated in power, transport, procurement of 
foodgrain and finance sector . The working State PSUs incurred a loss of 
~ 1 ,498.07 crore in the aggregate in 2010-11. They had employed 0.71 lak.h 
employees as on 31 March 201 1 

1.2 As on 3 L March 2011 , there were 53 PSUs a per the details g iven 
below. Of the e, only one Company i.e. Punjab Communications Lirruted was 
li ted on the stock exchange. ' 

TypeofPSUs Workin& PSUs Noo-worklna PSUs• Tetal 
Government companies• 27 22 49 
Statutory corporations 4 - 4 

Total 31 ll 53 

1.3 Two PSU (Punjab Agri Export Corporation Lirruted .and Punjab 
Municipal Infra tructure Development Company) became Government 
Companies during the year and Punjab State Electricity Board (PSEB) wa 
unbundled ( J 6 April 2010) into two new companies namely Punjab State 
Power Corporation Lirruted and Punjab State Tran mi sion Corporation 
Limited. Threey workjng companies became non workjng companies. 

Audit mandate 

1.4 Audit of Government compan ies is governed by Section 619 of the 
Comparues Act, 1956. According to Section 617, a Government company i 
one in which not less than 5 I per cent of the paid up capital is held by 
Government(s). A Government company includes a subsidiary of a 

r 

on-working PSUs are those which have ceased to carry on their operations. 
Includes three 619-8 companie (deemed Government companie ) namely Punjab 
Venture Capital Limited, Punjab Venture Investors Trust Limited and Gidderbaha Power 
Limited. 
Consumer Electronics (Punjab) Limited, Punjab Recorders Limited and eem Chameli 
Tourist Complex Limited. 
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Government company. Further, a company in which 51 per cent of the paid 
up capitaJ is held in any combination by Govemment(s), Government 
companies and Corporation controlled by Government(s) is treated as if it 
was a Government company (deemed Government company) as per Section 
619-B of the Companies Act, 1956. 

1.5 The accounts of the State Government companies (as defined in 
Section 617 of the Companies Act, 1956) are audited by the Statutory 
Auditors, who are appointed by the Comptroller and Auditor General of India 
(CAG) as per the provisions of Section 619(2) of the Companies Act, 1956. 
These accounts are al o subject to supplementary audit conducted by CAG as 
per the provisions of Section 619 of the Companies Act, 1956. 

1.6 Audit of Statutory corporations is governed by their respective 
legislations. Out of the four Statutory corporations, CAG is the sole auditor for 
the Punjab Scheduled Castes Land Development and Finance Corporation and 
PEPSU Road Transport Corporation. In respect of the Punjab State 
Warehousing Corporation and Punjab Financial Corporation, the audit is 
conducted by the Chartered Accountants and supplementary audit by CAG. 

I Investment in the-s.:=te PSUs 11 

1.7 As on 31 March 20 L 1, the investment (capital and long-term loans) in 
the 53 PSUs (including 619-B companies) was ~14,341.28 crore as detailed 
below: 

(Amount: ~ in crore) 
PSUs Government companies Statutory corporations Grand 

Capital Long Total Capital Long Total total 
term term 
loans loans 

Working 3,634.69 10,006.46 13,641.15 22 1.72 4 16.8 1 638.53 14,279.68 
PSUs 
Non- 25.06 36.54 6 1.60 61.60 
working - - -
PSUs 
Total 3 659.75 10,843.00 13,702.75 221.72 416.81 638.53 14,341.28 

Details of Government investment in the State PSUs are given in Annexure 1. 

1.8 As on 31 March 2011 , of the total investment in the State PSUs, 99.57 
per cent was in working PSUs and the remaining 0.43 per cent in non-working 
PSUs. The investment con isted of 27.07 per cent as capital and 72.93 per 
cent as long-term loans. The investment has grown by 9.92 per cent from 
~ 13,046.77 crore in 2005-06 to~ 14,341.28 crore in 2010-11 as shown in the 
graph below: 

2 
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~in crore) 
18,000.00 ..---------------------------., 

17,000.00 

16,000.00 

15,000.00 
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14,000.00 
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13,000.00 
13,046.n 

12,000.00 

11,000.00 

10,000.00+-----r-----r----~~---~----~ 

'l.~~ 

1.9 The investment in important sectors and percentage thereof at the end 
of 31 March 2006 and 3 L March 2011 are indicated below in the bar chart. 
The thrust of PSU investment in the State was mainly in power sector. 
However its percentage share has decreased from 83.91 per cent in 2005-06 to 
83.23 per cent in 2010-11. 

15,000 
14,000 
13,000 
12,000 
11,000 
10,000 

9,000 
8,000 
7,000 
6,000 
5,000 
4,000 
3,000 
2,000 
1,000 

0 

10,947.48 
(83.9 1) 

2005-06 

O Power 

642.69 4 16.67 
( 4.93) (3. 19) 

1!!1 Financing 

11,936.56 

2010-11 

(~in crore) 

730.46 622.51 
(5. 10) (4.34) 

o Agriculture O Others 

(Figures in brackets show the percentage of total investment) 
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ougo, grants/subsidies, guarantees and loaDs 

1.10 The details regarding budgetary outgo from the State Government 
towards equity, loans, grants/ subsidies, guarantees issued, loans written off, 
loans converted into equity and interest waived in respect of the State PSUs 
are given in Annexure 3 . The summarised position is given below for three 
years ended 20 I 0-ll : 

(Amount: ~ in crore) 
SL Partlculan ~ lGOt-10 at .. ll 
No. No.ol Amouat No.ol .\.....a Ne.ol Amouat 

PSUs PSUs PSUs 
I. EQuity Capital 2 32. 17 2 10.50 2 33.04 
2. Loans given to the - - -

PSUs - - -
3. Grants/Subsidy to 

4 2,688.77 3 3,307.48 3 3,656.76 
the PSUs 

4. Total Outgo 5. 2,720.94 4. 3,3 17.98 4. 3,689.80 
(1+2+3) 

5. Guarantees issued 6 20,554.93 9 25,016.05 7 21,339.58 
6. Cumulative 

Guarantee 10 18,322.37 9 25,69 1.57 9 32,063.11 
Commitment 

1.11 The details regarding budgetary outgo towards equity, loans and 
grants/ subsidies for the past six years are given in a graph below: 

~in crore) 
4,100.00..-------------------- ------, 

3,689.80 
3,600.00 

3,100.00 

2,600.00 

2,100.00 

1,600.00 .~----41 
1,639.44 

1,100.00 

600.00 

100.00+----~~----+----~----~---~ 

,.oo~ro 

The budgetary outgo which stood at ~ I ,5 18.85 crore in 2006-07 was lowest 
during the six years and increased to ~ 2,948.53 crore in 2007-08 and to 
~ 3,689.80 crore in 2010- ll mainly due to significant increase in grant/ 
subsidy given to power sector in these years. 

Actual number of PSUs which received budgetary support. 
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1.12 The amount of guarantee commitment as on 31 March 2009 was 
~1 8,322.37 crore (10 PSUs) which increased to ~ 25,69 1.57 crore (9 PSUs) as 
on 31 March 2010 and to ~ 32,063.11 crore (9 PSUs) as on 31 March 2011. 

The State Government charged guarantee fee at the rate of 1/ 8 per cent in case 
of PSUs engaged as procuring agencies and 0.5 to 2 per cent from the other 
PSUs. During the year, the PSUs paid guarantee fee of ~ 53.30 crore 
(excluding ~ 12.25 crore pertaining to previous year) out of ~ 67.29 crore 
payable, leaving a balance of ~ 13.99 crore. Besides, ~ 26.67 crore of 
guarantee fee pertai ning to the period from February 2001 to March 2010 was 
not paid as on 3 1 March 2011 . 

RecondllaUon witb FIDance Accounts 

1.13 The figures in respect of equity, loans and guarantees outstanding as 
per the records of State PSUs should agree with that of the figures appearing 
in the Finance Accounts of the State. In case the figures do not agree, the 
concerned PSUs and the Finance Department should carry out reconciliation 
of the differences. The position in this regard as on 3 1 March 2011 is given 
below: 

~ in crore) 
Outltandingln AlllouDt- per A....a•~ ,. e tee 

respect of Flunce Aa:omdl .._..ti.PIUI 

Equity 3,573.35 3,755.07 181.72 
Loans I ,690.55 326.5 .1 1,364.04 

Guarantees 32,804.34 32,063.1 1 74 1.23 

1.14 Some of the differences were pending reconciliation since 1976-77. 
The Government and the PSUs should take concrete steps to reconcile the 
differences in a ti me-bound manner. 

I Perfoi'ID88Ce of the PSUs 

1.15 The financial results of PSUs, financial positiOn and the working 
results of the working Statutory corporations are detailed in Annexures 2, 5 
and 6 respectively. A ratio of PSU turnover to the State GDP shows the 
extent of PSU activities in the State economy. 

The following table provides the details of working PSUs turnover and the 
State GDP for the period 2005-06 to 2010-11: 

5 
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~in crore) .......... aes.M ~ ., .. ....., 210J.10 2010.11 
Turnover!~ 14,762.15 17,245.64 17,552.66 19, 138.60 22,399.29 24,43 1.8 1 
State GDP® 1,08,215.08 1,26,790.75 I ,52,771.55 I ,75,063.76 1,99 ,458. 70 2,28,753.92 
Percentage 13.64 13.60 11.49 10.93 11 .23 10.68 
of turnover 
to the State 
GOP 

The percentage of turnover to the State GDP declined from 13.64 in 2005-06 
to 10.68 in 20 I O- Il as the turnover of PSUs did not increase in proportion of 
the corresponding increase in GDP. 

1.16 Loss incurred by the State working PSUs during 2005-06 to 2010-11 
are given below in the bar chart. 

~in crore) 

4,500 (29) 

4,000 
3,833.99 

3,500 

3,000 

2,500 (33) 
1,860.03 (33) (31) 

2,000 1,590.59 (31) 1,498.07 

1,500 

I I 
1,202.88 

1,000 I I 500 
(29) 

111 .26 

0 -2005-06 2006.07 2007-08 2008-09 2009-1 0 201 Q-11 

IICMIII .................... ,_..,_..,.,. 

(Figures in bracket represent the number of working PSUs in the respective years) 

During 2005-11, the State working PSUs incurred losses every year. The 
losses however decreased from ~ 3,833.99 crore in 2005-06 to ~ 1,498.07 
crore in 2010-11. In 2005-06, the State working PSUs incurred heavy losses 
aggregating to ~ 3,833.99 crore mainly due to writing off excess Rural 
Electrification subsidy ~ 3,242.00 crore) by erstwhile PSEB, which wa 
booked in earlier years. During the year 20 I 0- 11 , out of 31 working PSUs, 14 
PSUs earned profi t of ~ 58.30 crore and ll PSUs incurred loss of 
~ 1,556.37 crore as per their latest finalised accounts. Three• working PSUs 

E 

Turnover as per the latest finalised accounts as of 30 September. 
Figures for 2005-06 to 2007-08 are as per revi ed estimates, for 2008-09 are as per 
provisional estimates, for 2009- 10 are as per quick estimate and 2010-11 are as per 
advance e timates. 
Punjab Police Hosing Corporation Ltd., Punjab Municipal Infrastructure Development 
Company and Punjab Police Security Corporation Limited. 
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prepared their accounts on 'no profit no loss' basis; two® working PSUs have 
not started commercial activities and one£ working PSU has not prepared its 
first account. The major contributors to profit were three PSUs viz. Punjab 
Small Industries and Export Corporation Limited ~ 15.94 crore), Punjab 
Genco Limited ~ 13.35 crore) and Punjab State Container and Warehousing 
Corporation Limited~ 11.40 crore). The heavy losses were incurred by three 
PSUs viz. erstwhile Punjab State Electricity Board ~ 1,301.52 crore), Punjab 
State Grains Procurement Corporation Limited ~ 137.21 crore) and Punjab 
State Warehousing Corporation~ 84.58 crore). 

1.17 The losses of working PSUs are mainly attributable to deficiencies in 
financial management, planning, implementation of project, running their 
operations and monitoring. The latest Audit Reports of CAG contained audit 
comments on losses to the tune of~ 2,267. 60 crore and infructuous investment 
of ~ 6.98 crore, which were controllable with better management. The year 
wise details from the Audit Reports are given below: 

(fin crore) 
Particulars 2008-09 2009-10 2010-11 Total 

Net loss 1,590.59 1,202.88 1498.07 4,291.54 
Controllable losses/ avoidable 465.70 1,917.47 2,267.60 4,650.77 

expenditure as per CAG's Audjt 
Report -

Tnfructuous Investment - 1.27 6.98 8.25 

1.18 The above losses pointed out in the Audit Reports of CAG are based 
on test check of records of PSUs. The actual controllable losses would be 
much more. The above table shows that with better management, the losses 
can be minimised. The PSUs can discharge their role efficiently only if they 
are financially self-reliant. The above situatiop points towards a need for 
professionalism and accountability in the functioning of PSUs. 

1.19 Some other key parameters pertaining to the State PSUs are given 
below: 

~in crore) 
Particulars 2005-86 2006-07 2007-08 2008-09 2009-10 2010-11 

Return on Capital - 8.00 - 0.96 4.62 4.69 
Employed (in 
percenta~e) 

Debt 9,388.99 10,249.92 10,523.48 11 ,756.98 12,814.83 10,459.81 
Turnover• 14,762. 15 17,245.64 17,552.66 19,138.60 22,399.29 24,431.81 
Debt/ Turnover 0.64:1 0.59:1 0.60:1 0.61 :1 0.57:1 0.43:1 
Ratio 
Interest Payments 1,289.35 1,390.92 1,457.79 1,805.75 2,479.60 2,925.97 
Accumulated 5,836.77 5,976.19 7,664.13 9,239.41 10,636.06 12,192.08 
losses . 
(Above figures pertain to all PSUs except for turnover which IS for working PSUs) 

® 

£ 
Punjab Agro Power Corporation Limited and Gidderbaha Power Corporation Limited. 
Punjab Agri Export Corporation Limjted . 

• Turnover of State PSUs as per the latest fi nalised accounts as of 30 September. 
This represents the losses of all the working and non working PSUs. 
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1.20 The percentage of consolidated return on capital employed of all PSUs 
decreased from 8.00 in 2006~07 to 0.96 in 2008-09. It, however, increased to 
4.62 in 2009-10 and further increased to 4.69 in 2010-11. It was negative in 
the years 2005-06 and 2007-08. The accumulated losses increased from 
~ 5 ,836. 77 crore in 2005-06 to ·~ 12,192.08 crore in 2010- 11 . 

The position of long term debts which was 64 per cent of the turnover in 
2005-06, showed improvement in 2006-07 when it declined to 59 per cent of 
the turnover. The ratio of the debts to the turnover increased gradually after 
2006-07 and reached 61 per cent in 2008-09. It showed improvement after 
2008-09, when it declined to 57 per cent of the turnover in 2009-10 and to 43 
per cent of the turnover in 2010-11. 

1.21 The State Government had formulated (April 1999) a poUcy under 
which all PSUs are required to pay a minimum return of four per cent on the 
funds invested by the State Government. As per their latest finalised accounts, 
14 PSUs earned an aggregate profit of ~ 58.30 crore of which fou r PSUs 
declared a dividend of~ 3.30 crore at the rate ranging from four per cent to 48 
per cent. The remaining 10 PSUs did not declare dividend despite earning 
profits of~ 28.24 crore. 

1.22 The accounts of the companies for every financial year are required to 
be finalised within six months from the end of the relevant financial year 
under Sections 166, 210, 230, 619 and 619-B of the Companies Act, 1956. 
Similarly, in the case of Statutory Corporations, their accounts are to be 
finalised, audited and presented to the Legislature a per the provisions of 
their respective Acts. The table below provides the details of progre s made by 
the working PSUs in finali sation of accounts by 30 September 201 1: 

• 

-sL Partieulan lG06-07 2G07-G8 l008-09 l009-IO 2010-11 
No. 
I. 

2. 

3. 

4. 

5. 

6. 

Number of Working 29 33 33 31 31 
PSUs 
Number of accounts 24 25 38 33 28. 
finalised during the 
year 
Number of accounts 53 62+ 57 4911 39" 
in arrears 
Average arrears per 1.83 1.88 1.73 !.58 1.26 
PSU (3/1) 
Number of Working 24 29 25 23 24 
PSUs with arrears in 
accounts 
Extent of arrears l to 4 Ito 5 I to 5 1 to 6 I to 4 
(years) 

It represents 25 accounts of working companjes and three accounts of statutory 
corporations . 
Includes one account of a Company which became working from non-working. 
Excluding six accounts of two companie which became non-working during the year. 
Excluding J 3 accounts of three companies which became non-working during the year. 
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1.23 The average number of accounts in arrears per working PSU decreased 
from 1.83 in 2006-07 to 1.26 in 2010-1 J. The PSUs having arrears of accounts 
need to take effective measures for early clearance of backlog and make the 
accounts up-to-date. The PSUs should also ensure that at least one year's 
accounts are finali ed each year so as to restrict further accumulation of 
arrears. 

1.24 In addition to the above, there were also arrears in finalisation of the 
accounts by the non-working PSUs. Out of 22 non-worldng PSUs, eight* had 
gone into liquidation process. All the remaining 14 non-working PSUs bad 
arrears of accounts, for one to 20 years. 

1.25 The State Government had invested ~ 3,708.05 crore (Equity: 
~ 35.54 crore, grants/subsidy: ~ 3,672.5 1 crore) in six PSUs during the years 
for which accounts were not finalised as detailed in Annexure 4 . In the 
absence of accounts and their subsequent audit, it can not be ensured whether 
the investments and expenditure incurred have been properly accounted for 
and the purpose for which the amount was invested has been achieved or not. 
Thus, Government's investment in such PSUs remained outside the scrutiny of 
the State Legislature. Further, delay in finalisation of the accounts may result 
in risk of fraud and leakage of public money, apart from violation of the 
provisions of the Companies Act, 1956. 

1.26 The administrative departments have the responsibility to oversee the 
activities of these entities and to ensure that the accounts are finalised and 
adopted by these PSUs within the prescribed period. Though the concerned 
administrative departments and officials of the Government were informed 
every quarter by the Audit, of the arrears in finalisation of accounts, no 
remedial measures were taken. As a result of this the net worth of these PSUs 
could not be assessed in audit. 

1.27 In view of the above mentioned state of arrears, it is recommended 
that: 

• The Government may set up a cell to oversee the clearance of 
arrears and set targets for individual companies which would be 
monitored by the cell. · 

• The Government I PSUs may consider outsourcing the work 
relating to preparation of accounts wherever the staff is 
inadequate or lacks expertise. 

I WindiDg up of non-working PSUs 

1.28 There were 22 non-working PSUs (all companies) as on 31 March 
2011. Of these, eight* PSUs were under liquidation/winding up process. The 
numbers of non-working companies at the end of each year during the past 
five years are given below . 

• Companies at Sl. No. C-2, 7, 8, 9, 10, 12, 13 and 22 of Annexure 2 . 

9 



Report No.4 of2010-J 1 (Commercial) 

Particulars 2006-07 2007-08 2008-09 2009-10 2010-11 

No. of non-working companies 19 17 17 19 22 

The non-working PSUs are required to be closed down as their existence is not 
going to serve any purpose. During 2010-11, 14 non-working PSUs incurred 
an expenditure of ~ 0.57 crore towards salary/establishment expenditure etc. 
This expenditure was financed through other resources viz. borrowings from 
common pool fund of PSUs under liquidation, interest on investments, etc. 

1.29 The stages of closure in respect of the non-working PSUs are as 
follows: 

SLNo. Particulars Number 
I. Total No. of non-working PSUs 22 
2. Of ( l ) above, the number under 
(a) Liquidation by Court (liquidator appointed) 3 
(b) Voluntary winding up (liquidator appointed) 5 

(c) Closure, i.e. closing orders/ instructions issued 7 
but liquidation process not yet started. 

1.30 During the year 2010-11, no company was fi nally wound up. The 
companies which have taken the route of winding up by Court order are under 
liquidation for a period ranging from 2 to 28 years. The process of voluntary 
winding up under the Companies Act is much faster and needs to be adopted/ 
pursued vigorously. 

The Government may make a decision regarding winding up of the 
remaining seven non-working PSUs where no decision about their 
continuation or otherwise has been taken after they became defunct. The 
Government (Directorate of ·Disinvestmentt may expedite closing down 
of the non-working companies. 

~' A __ ~ ____ a_oo __ oun __ e_n_a_an __ d_m_k __ rn_~ __ a_u_~_t ______________________ ~l. 

1.31 Twenty working companies forwarded tfieir 25 accounts to Audit 
during the year 2010-11. Of these, 21 accounts of 18 companies were selected 
for supplementary audit. The audit reports of statutory auditors appointed by 
CAG and the supplementary audit of CAG indicate that the quality of 
maintenance of accounts needs to be improved substantially. The details of 
aggregate money value of comments of the statutory auditors and CAG are 
given below: 

Companies at Sl. No. C- I, 4, 11, 14, 15, 16 & 17 of Annexure-2. 
A cell established for disinvestment of State Government equity in 
PSUs/Subsidiaries and for restructuring/privatisation, etc. of these PSUs. 

10 
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(Amount: ~in crore) 
Sl. Partkulars 2008-09 2009-10 2010-11 
No. 

No. of Amount No. or Amount No. or Amount 

l. 

2. 

3. 

4. 

5. 

accounts accounts acc:ounts 
Decrease in 3 116.63 1 227.60 4 11 .98 
Profit 
lncrease in 6 23.84 3 21.76 5 36.73 
Loss 
Decrease in - - 3 51.56 I 0.23 
Loss 
Non disclosure 2 1.59 2 289.96 6 147.94 
of material facts 
Errors of 2 432.53 I 15.62 I 0.7 1 
classification 
Total 574.59 606.50 197.59 

1.32 During the year, the statutory auditors had given unqualified 
certificates for 13 accounts, qualified certificates for nine accounts, adverse 
certificates (which mean that accounts do not reflect a true and fair position) 
for two accounts and disclaimer certificate (whkb mean that the auditor is 
unable to give any opinion about true and fair view) for one account. The 
compUance of companies with the Accounting Standards remained poor as 
there were 28 instances where Accounting Standards were not complied with 
in 10 accounts during the year 20 LO- ll • 

1.33 Some of the important comments in respect of the accounts of 
companies fina lised during the year 2010- 11 are stated below: 

Amritsar Hotel Limited (2006-07) 

The Company wrongly booked a Liability of~ 3.25 crore payable to PTDC as 
~ 6 .92 crore which resulted in overstatement of current liabilities and 
provision and understatement of Reserves and Surplus by ~ 3.67 crore. 

Punjab Tourism Development Corporation Limited (2007-08) 

• Non provision of doubtful recovery from debtors and loans and advances 
resulted in overstatement of sundry debtors by ~ 10.86 lakh and loans & 
advances by ~ 1.49 crore and profit by~ 1.60 crore. 

• Current Liabilities & Provisions included ~ 99.91 lakh outstanding for 
more than 20 years shown as payable on account of staff salary, refund of 
excess amount received and other payable for which the Company had no 
details of staff as well as parties to whom the amount was payable. No n 
writing back of these liabilities resulted in overstatement of liabilities and 
understatement of other income and Reserve & Surplus by~ 99.91 lakh. 

+ October 20 I 0 to September 201 1. 
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Punjab Agro Foodgrains Corporation Limited (2008-09) 

The Company booked ~ 13.41 crore a recoverable from FCI (on account of 
tran portation clai ms of paddy) agai nst ~ 8.43 crore actually incurred on 
transportation of paddy. This has re ulted in over tatement of claims 
recoverable and profit by~ 4.98 crore. 

Punjab State Grain Procurement Corporation Limited (2008-09) 

Closing Stock of Grain included closing stock of wheat (58.94 lakh quintals) 
valuing ~ 768.27 crore relating to crop year 2008-09, which was worked out at 
the rate of ~ 1303.37 per quintal instead of ~ 1285.22 per quintal due to 
incorrect calculation of element of carry over charges, resulting in 
over tatement of inventory (closing stock of grains of wheat) and 
under tatement of loss for the year by~ 10.70 crore. 

Punjab Smalllndu~tries and Export Corporation Limited (2008-09) 

Non provision of gratuity payable resulted in understatement of liability on 
account of gratuity and over tatement of accumulated profit by~ 6.11 crore. 

Punjab State Civil Supplies Corporation Limited (2009-10) 

Accountal of recovery of bonus of ~ 40.61 crore from FCI under the head 
Mi cellaneous income instead of sale resulted in understatement of sale for the 
year and overstatement of other income by ~ 40.61 crore. 

1.34 Similarly, three working Statutory Corporations forwarded their three 
accounts to Audit during the year 2010-11 "'. Of these, two accounts of two 
statutory corporations pertained to sole audit by CAG. The audit reports of 
statutory auditor and the sole/ supplementary audit of CAG indicate that the 
quality of maintenance of accounts needs improvement. The detai ls of 
aggregate money value of comments of statutory auditor and CAG are given 
in the following table: 

(Amount· ~ in crore) 
Sl. Particulars 2008-09 2009-10 2010-11 
No. 

No. or Amount No. or Amount No. or Amount 
accounts accounts accounts 

I. Increase in 3 63.2 I 4 I63.7I 2 22.06 
loss 

2. Decrease in - - I 0.52 - -
profits 

3. Non 2 170.05 4 482.48 I 0.66 
disclosure of 
material facts 

4. Errors of 1 299.09 - - - -
classi fication 
Total 532.35 646.71 22.72 

October 20 I 0 to September 2011 . 
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1.35 During the year, all the three accou~ts received qualified certificates . 
. Some of the important comments in respect of accounts of Statutory· 

Corporations are stated below:·. · 

Punjab S~heduled Castes Land · Development and. Finance Coll"JPlOJration 
(2008-09) ' 

Non writing off/ creation of provision for doubtful loans and advances resulted 
in overstatement of current assets, loans and advances and understateni~nt of 
loss for· the year by~ 0.47crore. 

Punjab Financial CoJrporation (2009:.10)$ 

The Corporation had accounted for the~ amount of interest income on sale 
proceeds of jointly financed ui:rit taken over as its own . income instead of 

. crediting i( to 'the trust account, resulting in understatement' of accumulated· 
loss and the trust account by~ 3.41 crore. 

Punjab State Electricity Board (2009-10) 
, I , 

• Inclusion of idle transmission lines.~ 0.23 crore} and disputed claims not 
relating to the work.~ 3.70 'crore) in net fixed assets resulted in 
understatement of Assets not in use to the extent of~ 0.23 crore and deficit to 
the extent of~ 3.70 crore. 

e ·. Non~capitalisation bf the expenditure incurred during the . first three 
months of the trial stage period·.of theui:rit-IV of Guru Hargobind Thermal 
Plant (GHTP), Lehra Mohabbat resulted in understatement of net fixed assets 
and overstatement of deficit by~ 5.20 crore. 

0 Empioyees' cost wa~'i.mderstated by~ 6.58 crore due to wrong adjustment 
of payment of bonus under Bonus Payable. This resulted in understatement of 
deficit to the same extent. · 

~ Other Debits had been understated by ~ 7.45 crore on account of loss on 
the manufacture ofPCC poles which was required to be charged to revenue 
account,' resulting in understatement of defiCit as well as overstatement of 

· current assets to the sarrie extent. · . · -

€) Other· Debits had· .been understated by ~ 5.04 crore due to wrong 
adjustment:of expenses tmderthehead "Liabilities for expenses", resulting in 
understatement of the deficit and understatement of- other current liabilities to 

' f ' 

the same extent. 

1.36 The statutory auditors (Chartered Accountants) ar~ required to fuin:ish 
a detailed .report on various aspects including intefl}al control/ internal audit 
systems in the compai:ries audited in accordance with· the directions. issued by 
the CAG to them under' Section 6i9(3) (a) of the Compai:ries Act, 1956 and to 

' ' 

' ' ' 

The accounts were received last year but audited in current year. 
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identify area which needed improvement. An illustrative resume of major 
comments made by the statutory auditor on possible improvement in the 
internal audit/ internal control system in re pect of six companies ,.. for the year 
2009-10 and eleven• companies for the year 2010-11 are given in the 
following table. 

SI. Nature of comments made by Number of Reference to serial 
No. Statutory Auditors companies in number or the 

respect of which companies as per 
recommendations Annexure 2 

were made 
I. Non-fixation of minimum/ 6 A-6, A-8, A-13, 

maximum limits of store and A-14, A-17 and A-26 
spares. 

2. Absence of internal audit system 6 A-2, A-6, A-8,A-1 0, 
commensurate with the nature and A-14 and A-22 
size of business of the company. 

3. Non maintenance of proper records 5 A-1, A-6, A-8, 
showing fuJ I particulars including A-14 and A-17 
quantitative details , situations, 
identity number, date of 
acquisitions, depreciated value of 
lixed assets and their locations. 

4. Non existence of system of proper 8 A-1 , A-5, A-6, A-8, 
documentation of software A- 10, A-14, A- 17 
programme I no approved IT plan. and A-22 

5. Non computerisation of operations 5 A-5,A-6, A-8,A-14 
and A-22 

6. Audit committee did not exi t 4 A-6, A-8,A-14 and 
A-22 

7. No clear cut credit policy exi ted 5 A-2, A-6, A-8, A-13 
and A-14 

[ Recoveries at the instance of Audit 

1.37 During the cour e of audit in 2010-11, recoveries of~ 15.94 crore were 
pointed out to the Management of 9 PSUs out of which recoveries of ~ 8.46 
crore were admitted by PSUs. Against this, an amount of ~ 2.39 crore was 
recovered during the year 2010- 1 L. 

1.38 The fo llowing table shows the status of placement of various Separate 
Audit Reports (SARs) issued by the CAG on the accounts of Statutory 
corporations in the Legislature by the Government. 

Companies at Sl. o. A- I, 6, 8, 10, 14 and 22 in Annexure 2 . 
• Companies at Sl. No. A- I, 2, 5, 6, 8, J 0, 13, 14, 17, 22 and 26 in A nnexure 2 . 
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Sl. Name of Statutory Year up to Year for whicll SARs not placed in Legislature 
No. corporation wbicb SARs 

Year or Date of Issue Reasons for delay in placed in 
SAR to the placement in Legislature 

Government Leaislature 
i I. Punjab Financial 2008-09 2009- 10 17 May 20 10 Administrative ;:. l 

Corporation department has 
i' forwarded the same to - Punjab Legislature on 3 

June 2011. 
2. Punjab Scheduled 2007-08 2008-09 18 March 20 11 Accounts under print. 

Castes Land 
Development & 
Finance 
Corporation 

3 Punjab State 2008-09 2009-10 28 December SAR was sent by PSEB 
Electricity Board 2010 to Principal Secretary 

(Power), Government 
of Punjab on 13 April 
2011 for placing it 
before the State 
Legislature. 

Delay in placement of SARs weakens the legislative control over the Statutory 
corporations and dilutes the latter's financial accountability. The Government 
needs to ensure prompt placement of SARs in the legislature. 

I Disinvestment, privatisation and restructuring of PSUs 

1.39 The State Government established (July 2002) the Directorate of 
Disinvestment under the Department of Finance, with the function relating to 
disinvestment of State Government equity held in Public sector undertakings 
and their sub idiarie /promoted companjes and restructuring/privatization etc. 
of the PSUs. However, no Government Company was djsinvested/privatised 
by the Directorate during the year. 

15 

-



I - I 111111 



r"":'·' 
' -' -._,_. _, ___________ · ______ __ 

I 

t_,._, ·-~-- . ·-- --- - ~~"- ' --- -------- -------- ------

1-, • .. . ~.. . 

ji ___ . - . . . ----- . . . - . -

. . 
.k __ - -----· ------------- -- ---------- . 

~-------- --- _, 

The Punjab State Grains Procurement 
Corporation Limited (Company) was 
incorporated on 10 March 2003 and it is 
one of the five State procuring agencies 
entrusted with procurement of foodgrains 
such as wheat and paddy for the central 
pool. Performance audit of procurement, 
storage and delivery of wheat by the 
Company was taken up in the context of 
food security, wastage of grains, shortage 
of storage facilities and other risks 
including persistent loss incurred by the 
Company. Eight out of twenty district 
offices of the Company were selected for 
detailed check on the basis of Statistical 
Sampling. The audit findings are 
summarised below: 

(/ ) Financinl Management 

The Company was not able to recover its 
cost of operations. The accumulated losses 
of the Company increased year after year. 
The accumulated losses increased by 
196.20 per cent from ~ 269.27 crore in 
2006-07 to ~ 797.57 crore in 2009-10, 
mainly due to high incidence of interest 
payments, failure to get reimbursement of 
all elements of the cost and delay in 
claiming the incidental charges from FCI. 

(II) Procurement of wheat 

The Company procured 75.76 LMT wheat 
at the cost of ~7,191.45 crore during 2006-
11. Wheal procurement was less than the 
targets during the audit period. The 
Company had not devised proper system to 
ensure that all the elements of cost were 
included in the claims. 

(1/1) Storage of wheat 

The Company had neither ensured storage 
of wheat in covered godownslon scientific 
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plinths nor evolved any mechanism to 
ensure timely hiring of plinths of 
prescribed specifications. The Company 
also failed to get the storage space 
thoroughly cleaned and disinfested 
before storage of wheat procured leaving 
to deterioration in the quality of stored 
foodgrains. 

(i) Damage and storage of wheat stock 

Against the total storage requirements, 
the shortfall in covered storage capacity 
ranged between 66.25 (2006-07) and 
82.64 (2010-11) per cent. Resultantly, the 
Company had to resort to store the wheat 
in open which led to deterioration of 
stocks. 18,272 MT of wheat costing 
~ 18.41 crore was damaged due to 
improper storage. Shortages of 3,480.81 
MT of wheal costing ~ 3.74 crore were 
also noticed. However, the Management 
failed to finalise the departmental actions 
against the officers concem ed even after 
lapse of three to five years of detection of 
shortages. 

(ii) Short accowztal of storage gain 

The district offices, Patiala and 
Ferozepur did not pass on the required 
storage gain and in lieu of that the FC/ 
had deducted ~ 1.66 crore from the sale 
bills of wheat. Non passing of storage 
gain smacks of pilferage by the officials. 
However, the Company had neither 
recovered the amount from the officials 
responsible nor initiated any action tofu 
the responsibility of delinquent officials. 

(IV) Delivery of wheat to FCI 

The Company was put to lzuge financial 
losses due to either delay or non raising 
of claims on the FCI/State Govemment. 
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(i) Delay in preparation of sale bills 

During 2006-11, there were delays of one 
to 125 days in submission of the dispatch 
documents which Led to delay in 
submission of bills and subsequent 
realisation of dues from FCI, resulting in 
loss of interest of'~ 1.51 crore. 

(ii) Non claiming of interest on delayed 
payments 

FCI was required to make payments within 
24 hours of the presentation of the sale 
bills. Though, there were delays up to 226 
days in receipt of payments from FCI, the 
Company did not raise interest claims of 
~4.01 crore on delayed payments by FCI. 

(iii) Non claiming of cost of polypropylene 
bags 

Due to 110n fixation of rates of PP bags in 
the provisional rates for the crop year 
2010-11, the Company did not claim cost 
of 40.87 /akh PP bags used for delivery of 
wheat to FCI during the crop year 2010-ll 
even at the rates of previous year which 
resulted in non-recovery of r5.66 crore. 

(iv) No11 reimbursement of interest charges 
for wheat directly delh·ered from 
man dis 

The Company failed to take up the matter 
with GO/ resulting in non reimbursement 
of interest charges of r 3.33 crore in 
respect of 13.53 lakh MTs of wheat directly 
delivered from the mandis. 

(v) Delayed/less/non raising of claims of 
incidental charges 

Delayed/less/non raisi11g of claims of 
incidental charges resulted in loss of 
interest of ~ 1. 73 crore. 

(vi) Avoidable payment of infrastructure 
development (I D) cess 

Despite specific instructions not to deposit 
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ID cess in respect of wheat required 
under Above Poverty Line scheme of 
Targeted Public Distribution System, 
eight selected district offtees of the 
Company deposited r'2.8I crore during 
August 2009 to February 2010 on 
account of ID cess which has not yet 
been recovered from FCI (March 201l). 

(vii) Transportation of wheat 

The contracts for transportation of wheat 
from mandis to storage points were 
awarded 011 the basis of rates per quintal 
basis and 110 weightage was given to 
the distance involved. The frxation of 
rates with reference to per quintal 
instead of per •quintal per kilometer 
resulted in extra expenditure of~ 19.09 
crore during 2006-11. 

Conclusion and Recommendations 

The performance of the Company with 
regard to procurement, storage and 
delivery of wheat was sub-optimal due to 
inadequate covered storage capacity and 
11011 devising of a system to analyse the 
rates fixed by GOI to ensure that all 
elements of its cost are reimbursed. 
There was no effective system to ensure 
timely raising of sale bills to FCI. The 
Company has 110t finalised the actions 
against persons responsible for damages 
and shortages of wheat even after lapse 
of 3 to 5 years. The accumulated losses of 
the Company increased year after year 
and it failed to identify the loss making 
areas for taking corrective measures. 

We have made seven recommendations to 
improve the working of the Company. 
Setting up of the infrastructure for 
covered storage of wheat in the State, 
devising a regular system to ensure that 
all elements of its legitimate cost are 
reimbursed by GOI, finalisation of the 
departmental action for damages and 
shortages of wheat stocks, timely raising 
of bills of various i,JCidental charges with 
FCI etc. are some of the 
recommendatio11s. 



Chap1er II Performance audil rela1ing 10 Govemmelll Companies 

I Introduction 

2.1.1 The Punjab State Grai ns Procurement Corporation Li mited (Company) 
was incorporated on 10 March 2003 wi th the main objective of procurement, 
storage and delivery of foodgra in uch as wheat and rice for the central pool. 
It commenced the business in Apri l 2003 after taki ng over the activities from 
Food and Supplies Department of the State Government. 

The Company i one of the five• State procuring agencies entru ted with 
procurement of foodgrai ns in the State and its share was 16.71 per cent of 
wheat and 3 1.50 per cent of paddy procured in the State during the year 
2010- 11. The procurement bu ine s of the Company duri ng 2010-11 was 
~ 6,073.50 crore, of which paddy procurement was ~ 4, 195.80 crore (69.08 
per cent ) and ~ I ,877.70 crore (30.92 per cent ) of wheat procurement. The 
activity of the Company relating to procurement of paddy had been examined 
and incorporated in the Report of the Comptroller and Auditor General of 
India for the year 2007-08 (Commercial), Government of Punjab. The review 
i yet to be di scussed in the Committee on Public Undertakings (August 
2011). 

The Company had procured 75.76 LMT• of wheat at the cost of ~ 7,19 1.45° 
crore during 2006- lJ . The Company was not able to· recover its cost of 
operations and had been incurri ng losses. The accumulated losses of the 
Company increa ed year after year. Therefore, it wa considered nece sary to 
undertake performance audit of procurement of wheat by the Company in the 
context of food ecurity, wa tage of grains, shortage of storage facilities and 
other risks including persistent loss incurred by the Company. 

I Organisational set up 

2.1.2 The Management of the Company is vested in a Board of Directors 
(BOD). As on 3 1 March 2011 , the BOD comprised seven directors, all 
nominated by the State Government. The Director, Food, Civil Supplies & 
Consumer Affa irs Department (F&SD), Government of Punjab, is the ex­
officio Managing Director of the Company. The Managing Director is the 
Chief Executive who is assi ted by the Director (Finance) and the Executive 
Director at Head office and District Managers in the fie ld. There are twenty 
District office , each one headed by a District Manager except four• District 
Offices which are headed by two District Managers each due to voluminous 
acti vities in tho e districts. Each District manager assisted by Deputy 
District Manager, fi eld officers and inspectors . 

• 

• 

Punjab State Grains Procurement Corporation Limited, Punjab Agro Foodgrains 
Corporation Limited, Punjab State Warehousing Corporation, Punjab State Civil Supplies 
Corporation Limited and Punjab State Cooperative, Supply & Marketing Federation 
Limited . 
Lakh metric tonne. 
Cost worked out at the rate of mjnimum support price. 
Patiala, Ludhiana, Sangrur and Gurdaspur. 
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(~pe and Methodology of Audit 

2.1.3 The present performance audit conducted between November 2010 to 
May 2011 covers the procurement of wheat by the Company during the period 
from 2006-07 to 2010-11. The audit mainly deals with procurement, storage, 
transport and delivery of wheat by the Company. The audit examination 
involved crutiny of records at the Head Office and eightoc out of the twenty 
district offices selected on the basis of Statistical Sampling, Probability 
Proportional to size technique, which covered 56.09 per cent of the total wheat 
procured by the Company during 2006-11. 

The methodology adopted for attaining the audit objectives consisted of 
explaining audit objectives and audit criteria to the top management, scrutiny 
of records at the Head Office and selected district offices, interaction with the 
auditee personnel, analysis of data with reference to audit criteria, raising of 
audit queries, discussion of audit findings with the Management and issue of 
draft performance audit report to the Management for comments. 

Audit Objectives 

2.1.4 The objectives of the performance audit were to assess whether: 

~ functions relating to procurement, storage, transport and delivery of 
wheat were executed in efficient, effective and economical manner and 
as per the prescribed procedures; 

~ the Company raised the bills for reimbur ement of the amount within 
the stipulated period and in accordance with the rates fixed by 
Government of India; 

~ the cash credit availed by the Company was utilised efficiently and 
economically; 

~ reimbursement of all the elements of cost and statutory levies impo ed 
by the State Government have been received by the Company from 
Food Corporation of India; and 

~ the internal control mechanism and internal audit system in the 
Company were adequate and effective. 

I Audit Criteria 

2.1.5 The audit criteria adopted for assessing the achievement of the audit 
objectives were: 

~ Procurement Policy of the State Government; 

Amritsar, Faridkot, Ferozepur, Kapurthala, L~dhiana, Mansa, Patiala and Sangrur. 
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);> Targets fi xed for procurement of wheat; 

);> Guide line fin tructions issued by FCVState Government for safe 
storage of wheat; 

);> Movement Plans framed/issued by FCI from time to time; 

;;> Norms pre cribed by the GOl/FCI/State Government/Company for 
rai ing of bi lls after de li very of wheat and other re lated expenses; 

;;> Terms and condition of handling and tran port contract ; and 

)> Rules/ guide lines i ued by Government of Punjab. 

Audit Flndlnp 

2.1.6 We explai ned the audit objective to the Company during an 'Entry 
Conference' held on 17 January 201 J. Sub equentl y, audit findings were 
reported to the Company and the State Government in June 2011 and 
discu sed in an 'ex it conference' he ld on 14 September 20 11. The Company 
also replied to audit finding in September 201 J. The view expres ed by them 
have been con idered and suitably incorporated whi le finalis ing thi s 
performance audit report. 

The whole process of procurement, storage and delivery of wheat and role of 
the Company, State Government, GOI and FCI is shown in the foUowing 
chart. 

Govenvnen. 
of~ ftx­
the ,..._ (the 

Minimum 
Suppon Price 

-.d 
lnddenlala) of 
~for 
-vcwop ,_. 

(GOI) 

The incidental charges include 
comm1sswn, transportation I 
charge and interest charges, 

tatutory charges, mandi labour charges, agent 
handling charges, custody and mai ntenance 
bonu '~' , cost of gunny bags and carry over 

'I' 
Bonus is an incentive over and above the mi nimum suppon price of wheat, declared by GOI from 
time to time which also forms pan of the incidental charges, if speci fically provided in the GO! 
rates. 
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The accumulated 
losses of the 
Company increased 
by 196.20 per cent 
from ~ 269.27 crore 
in 2006-07 to 
~ 797.57 crore in 
2009-10. 
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charges whlch include inventory carrying cost and storage charges for the 
wheat delivered to FCI after 30 June of each crop year. 

The audit findings are discussed in the subsequent paragraphs: 

Fioandal Management 

Financial Position and Working Results 

2.1.7 The Company has finalised its accounts upto 2008-09 and the accounts 
of the Company for the years 2009-10 and 2010-1 I were in arrear. The 
financial position and working results during the last four years ended 
3 J March 20Hf are given in Annexure-7. 

It may be seen from the annexure that the Company was not able to recover its 
cost of operations. The accumulated losses increased year after year. The 
accumulated losses of the Company increased by 196.20 per cent from 
~ 269.27 crore in 2006-07 to~ 797.57 crore in 2009-10. Thls was mrunly due 
to hlgh incidence of interest prud on cash crerut avruled for procurement 
activities which increased from~ 108.62 crore in 2006-07 to~ 558.14 crore in 
2009-10, failure to get reimbursement of all elements of the cost and delay. in 
claiming the charges from FCI as discussed in the succeeding paragraphs. 

The Company had not mruntruned the working results for procurement of 
wheat and paddy separately. In the absence thereof, the Company was unable 
to identify the extent to whlch the loss was attributable to procurement of 
wheat or paddy. There is a need to keep distinct sectoral account for effective 
control of cost. 

Availing of cash credit 

2.1.8 The Company keeping in view the wheat procurement targets, sends 
proposals to the Reserve Bank of India (RBI) through the State Government 
for sanction of cash credit (CC) limit for procurement of wheat. The CC limit 
is availed on the basis of actual procurement of wheat. After getting approval 
from the RBI, the State Bank of India (SBI) releases the CC agrunst 
hypothecation of the wheat stocks and guarantee given by the State 
Government. According to the agreement with SBl for avruling CC, the 
outstanding amount in the CC account should be fully matched with the value 
of hypothecated stock of wheat fruling whlch the CQmpany was liable to pay 
additional (penal) interest at the rate of two per cent per annum on the amount 
not backed by the stock. 

We observed that the Company failed to comply with the aforesrud stipulation. 
The gap between the closing stock of wheat and the outstanding CC amount 
ranged between ~ 0.62 crore and ~ 506.88 crore during 2006-11, resulting in 
payment of additional/penal interest of~ 42.75 lakh during 2007-11. The 
mismatch between the outstanding CC and the closing stock of wheat could 

3 Accounts for the year 2009-10 arc provisional. 
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Reimbursement of 
guarantee fee by FCJ 
on CC for payment of 
MSP only instead of 
on CC limit availed on 
the basis of MSP, 
mandi charges, 
handling charges, cost 
of gunny bags etc. led 
to an unbridged gap of 
~ 1.70 crore. 
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have been !Jlinimised by proper monitoring, timely realisation of dues from 
FCI to repay the CC and optimum availing of the CC from banks. 

The Management, while admitting the facts, stated (September 2011) that 
efforts were being made to get the amount of penal interest adjusted against 
outstanding balances. The fact, however, remains that penal interest has been 
levied by the bank as per terms and conditions of the agreement and chance 
of adj ustment/ waiver of the same are bleak. 

Guarantee fee 

2.1.9 The CC Urnit was availed in accordance with requirement of fund 
assessed on the basis of minimum upport price (MSP), mandi charges, 
handling charge , cost of gunny bag etc. The guarantee fee is paid by the 
Company to the Government as per the terms of the State Government i.e. at 
the rate of L/8 per cent of CC availed, whereas the guarantee fee applicable on 
the borrowing of CC for payment of the MSP only is reimbursed by FCI and 
the gap remains unrecovered. 

Our crutiny revealed that a agai nst the guarantee fee of~ 10.69 crore paid by 
the Company to the State Government for the crop years • 2006-11, the portion 
of guarantee fee reimbursed/reimbursable by FCI was ~ 8.99 crore only (i.e. 
the fee applicable on the CC availed for payment of the MSP). Thus, there was 
an unbridged gap of~ 1.70 crore to the Company. Further, the guarantee fee is 
paid to the State Govern ment at the time of procurement of wheat and availing 
of the CC. FCI reimburses the guarantee fee after the stock of wheat are 
actually delivered by the Company to FCI and for the intervening period, there 
is no provision to compen ate the Company. We observed that the Company 
had not taken up the matter with GOI through State Government to 
compensate the lo s of interest duri ng the intervening period. 

The Management while admitting the facts stated (September 2011) that 
matter has been taken up with GOI to reimburse guarantee fee on actual basis. 

l'rocalaleat of wheat 

2.1.10 The Company procures wheat from various mandis allocated by Food, 
Civi l Supplie & Consumer Affairs Department (F&SD) of the State at the 
MSP fixed by GOI in each crop year. The State Government issues 
Procurement Policy before commencement of every procurement season. In 
procurement policy, MSP (fixed by GOI), share/ targets for each procuring 
agency, procurement procedure, arrangement to be made by the different 
Government agencies viz. Mandi Board, F&SD etc. are mentioned. Each 
agency involved in procurement wa required to comply with the instructions/ 
directions issued in the Procurement policy. To fac ilitate procurement of 
wheat the State Government establishes various mandis. The farmers bring 
wheat in mandis and stock offered by the farmers at mandis are purchased by 

Wheat procurement season starting from the month of April to the month of June every 
year. 
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the procuring agencies at MSP. The procurement is monitored on day to day 
basis by the procuring agencies at Head office and district office level and also 
by the F&SD. 

Procurement targets and achievements 

2.1.11 The production of foodgrains for the Rabi & Kharif crops and their 
estimated arrival in the mandis for sale is estimated by the Agriculture 
Department and the agency wi e procurement targets are fixed by the F&SD 
of the State Government. The targets for procurement of wheat and actual 
procurement thereagainst made by the Company during live years period from 
2006-07 to 2010-11 were as under: 

Crop Taiijited stiii'e TOtil Actual quantity Sbortrall of the 
year of the Company's quantity procuremeat by Company in 

pncurement in procured by theCoiDpany procurement 
the State all the against the 

procurina targets 
aaendes 

LMT Percent LMT I.MT Percent LMT Percent 
2006-07 20.00 20 69.52 10.58 15.22 9.42 47.10 
2007-08 21.60 24 72.07 12.79 17.75 8.81 40.79 
2008-09 23.10 22 102.50 18.47 18.02 4.63 20.04 
2009-10 23.00 20 109.94 16.85 15.33 6. 15 26.74 
2010-1 1 23.00 20 102. 18 17.07 16.7 1 5.93 25.78 
Total 110.70 456.21 75.76 34.94 

The above table revealed that the quantity of wheat procured by the Company 
was less than the targets by 20.04 to 47.10 per cent during 2006-11. We, 
however, observed that fixation of targets wa not done on realistic basis. The 
targets were fixed ignoring the Agriculture Department' asses ment of arrival 
of wheat in the market and al o without considering the quantity to be 
procured by the traders. 

Inadequate Quality Assurance System 

2.1.12 Moi ture content is one of the mo t important factors in the 
maintenance of quality as well as purchase of foodgrains. Moisture is required 
to be determined every time a consignment is received or dispatched for 
con umption or storage. If moisture content goe above certain levels, there is 
a danger of undesirable developments taking place due to physiological 
proce es within grain resulting in deterioration of quality, sometime in total 
damage. As per the guidelines on "Procurement, pre ervation and scientific 
storage of Foodgrains" issued by the Institute of Food Security of FCI and in 
order to en ure procurement of wheat of the specified quality, the staff of the 
Company at mandis were required to be well equipped with proper quality 
testing equipments. As per procurement policy of the State Government, 
moi ture meter were to be used for checking the moisture content of wheat in 
heap and correct calibration of the e meters was to be ensured before 
commencement of the procurement ea on. During scrutiny of records of eight 
elected district offices, we observed that the Company had provided only 5 to 

61 working moisture meters to the 193 mandis in these di tricts during 
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2006-11, which were grossly insuffici!:~nt to record the moistl:rre content of 
\Vheat at the time of procurement. . . 

We further observed that scientific storage practices like measuring and 
recording the moisture content of the wheat at the time of procurement in the 
receipt register, during storage in stock register and at the time of delivery in 

.. the_ issue register as adopted by FCI were not foUowed. by the Company -. . 
resulting in rion.:accountirig of accurate' storage gain. in the wheat due to . 
moisture content. 

The Management stated (September.2011) that the market co1111Ilittee provides 
moisture r;neters in mandis to check th~ moisture content in the foodgniins. ±t 
further stated that the Company ·is· also planning . to purchase some more 
moisture meters which are-to be delivered to tb,e field' offices for further 
.distribution in the mandis.The fact, however, remains that the Companyfailed 
to ensure adequate quality assurance system aftpe time of procurement, 

• storage and.· delivery of wheat for measuring its. moisture contents as per 
scientific storage practices. 

· .Fixation ofrates .· · 

· 2.1.13 In each crop year, GOI fixes the provisional rates of wheat to be 
'procured by the State procuring· agencies for the 'central pool. The. rates_ ~::· · 
'provided that the claim for final incidental charges alohgwith the audited 
accounts, documentary proof and detailed justification for each item should be 
submitted at the earp.est after the end of the procurement season. The 
Company was required to ensure tha:t all the elements of cost were included in 

· ·.the claims lodged with FCI to recover its. cost of operati,ons. · · 

In the provision~! r~tes for the crop year 2006-07 forwarding chargesEB at the 
rate of~ 2.33 per quintal, road delivery charges at the rate of~ 252 per quintal _ ·. 
in r~spect of wheat directly delivered from mandis to FCI local godowns and · 
administrative· charges at the rate of 2.50 per cent of MSP were included and 
allowed· to the Company.; We observed that these elements of cost were not 
considered ·by · GOJ while fixing the rates for the subsequent crop years 

· Company of . claiming 
~ 158.38 .crore from 
FCI. 2007-11, resultahtly, the Company ·was · deprived .of: the. claim of 

. . ~ 15 8.3 8 crore"' from FCI i;e. ~ · 13AO crore on account of forWarding charges, · 
· ~ 141.57 crore on account of administrative charges and ~ 3.41. crore on 
account of road delivery dharges: . · 

As the Company lit;td notdevised proper system to analyse all ele~ents of the 
cost of wheat included iti the provisional rates, it could not tak~ hp. the matter · 

. . . ' . 

Ell These include expenditureincurred on loading into trucks; stacking, restacking of wheat; 
collection of spillage and sweepage in the g~downs, refilling of the. bags .and weighment 
of sweepage, collFcted.. . . . 
Forivarding ~harges calc~lated at the rate of~ 2.33 per quintal , administrative charges 
calculated at 'the·rate of 2:50 per cent of MSP of respective year on. the 57.50 LMT wheat 

.delivered toFCI durink2007-_08 to 2010~11 and toad delivery charges aie calculated at 
. th~ rate of~ 2.52 per- quintal on the 13.52 LMT wheat directly delivered from mandis to 
FCI durfug 2007-08 to 2010-1 L 
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with F&SD/ GOI for inclusion of the above mentioned elements in the 
provisional/final rates. 

The Management stated (September 20 11) that the rates from RMS 2005-06 
onwards have not yet been finalised by GOI. All the points raised in audit 
would be taken up with GOI at the time of finalisation of incidental charges of 
the respective years. It was also stated that the provisional rates received at the 
time of procurement are finalised after submission of audited balance sheets 
alongwith the item wise expenditure. The Management's contention is not 
acceptable as the matter regarding inclusion of the above elements in the 
provisional rates should have been taken up immediately with GOI to avoid 
loss of interest on funds invested. 

Non lodging of claims against damaged gunny bags 

2.1.14 The gunny bales are procured by F&SD through Director General of 
Supplies and Disposal (DGS&D), Kolkata under Essential Commodities Act, 
1955. On the basis of expected purchase of wheat, F&SD places consolidated 
indent on behalf of all the State procuring agencies with the DGS&D, Ko1kata 
for procurement of gunny bags. The field offices are required to carry out 
inspection of the gunny bags at their end on receipt of the gunny bags and 
claims, if any, regarding damaged gunny bags are required to be lodged with 
the DGS&D within six months of despatch of the gunny bags. 

We observed that the Company has not evolved any system to ensure timely 
inspection of gunny bales, recording of reasons of damage, lodging of claims 
and proper follow up for ettlement of claims. Scrutiny of the records relating 
to the procurement of gunny bags in five~ district offices revealed that 5.57 
lakh damaged gunny bag valued at ~ 1.33 crore received during 2006-11 
were lying in these district offices at the end of March 20ll. No claim had 
been lodged (except in Patiala district office for ~ 10.89 lakh) even after a 
period of one to five years. The Company had not taken (May 2011) any 
action against the officers who failed to lodge the claims. 

The Management stated (September 20 II ) that the field offices are regularly 
lodging claims against damaged gunny bales . The reply is not based on facts 
as there wa nothing on record to sub tantiate the reply. 

Storage planllillg 

2.1.15 As per in tructions of FCI (April 2006) the wheat procured is required 
to be stored preferably in covered godowns or in open storage space if covered 
storage space is not available. The foodgrain are to be preserved by following 
all scientific norms for its safe storage and by taking al l action for proper 
storage of stocks. The State Government from time to time issued instructions 

~ Faridkot, Ferozepur, Ludhiana, Mansa and Patiala. 
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regarcling hiring of storage space (godowns/plinths) for safe storage of 
foodgrains. As per the instructions (February 2004), the District Managers 
were required to make complete assessment of avai lable storage capacities in 
the district and ensure hiring of storage space as per requirements before start 
of the procurement season. Hiring of unscientific storage capacity should be 
resorted to only when scientific storage space is not available. As per 
instructions of FCI, the storage space is required to be thoroughly cleaned and 
disinfested before storage of the wheat procured. 

We observed that the Company had not ensured storage of wheat in covered 
godowns/ on scientific plinths and resorted to store the wheat in mandi yards, 
sugar mills, rice mills and on plain floor by using double crates. Further, the 
Company did not evolve any mechanism to ensure timely hiring of plinths of 
prescribed specifications. The proper cleaning and disinfestation of storage 
space before storage of wheat procured was also not ensured. 

During examination of storage of wheat, the following shortcomings were 
observed: 

Inadequacy of proper storage 

2.1.16 The table below shows year-wise storage requirement of the 
Company, available covered storage capa:city and shortfall during 2006-11. 

(iv) 

(v) 

(viii) Closing stock of wheat 
(i-vii) ( Position as on 
31 March 20 11 

5.54 

1.87 

3.67 

66.25 

7.84 

1.80 

6.04 

77.04 

14.47 14.43 14.92 

2.96 2.97 2.59 

11.51 J 1.46 12.33 

79.54 79.42 82.64 

The above table shows that the percentage of shortfall of covered storage 
capacity increased from 66.25 in 2006-07 to 82.64 in 20 I 0-1 I . The availability 
of covered storage capacity was highly inadequate to cater to the storage 
requirement and the Company predominantly relied on open storage space. 
The storage of wheat in open leads to deterioration of stocks. 
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Inadequate quality control during storage 

2.1.17 Maintenance of quality and safety standards is of utmost importance in 
the storage of wheat. In order to ensure afe and damage free storage of wheat, 
the godowns should be leak proof, free from dampness, cracks, termites and 
there should be no unwanted vegetation around the godown. The damaged 
stock should be stored in a separate shed and immediate quality control and 
other remedial measures be taken. The stocks should be periodically inspected 
and stack-wise record should be maintained to show progressive condition of 
grain, degree of deterioration and infestation etc. Appropriate remedial 
measures are required to be taken to maintain the quality of health of stock by 
way of fumigation. 

We observed that there was no adequate quality control mechanism in the 
Company to ensure safety of wheat stock through implementation of above 

mentioned quality 
!Wheat stacked on open kutcha plinth at Sirhind (Fatehgarh ahibi control measures. 

The instances of 
unwanted vegetation 
around the godowns, 
inadequate fumiga­
tion and delay in 
conducting physical 
verification were 
noticed in Audit. 
Further, no stack­
wise record 
indicating condition 

of grain, degree of deterioration etc has been maintained. Separate storage of 
damaged wheat was also not ensured which resulted in damage to other stocks 
also as discussed in the succeeding paragraphs. 

Damage of wheat stock due to improper storage 

2.1.18 The person incharge of the godownlplinth (godownlplinth incharge) of 
the Company was responsible to maintain the quality and quantity of wheat 
stocks stored till their delivery to FCI. The District Manager and field officer 
of the district office were required to inspect every storage centre under their 
control and the godown incharge was to send fortnightly reports regarding 
condition of the wheat stocks to the district office for onward submission to 
the Head office of the Company. We observed that 18,272 MT of wheat 
costing~ 18.41 crore (crop year 2006-07: 5,345 MT valuing~ 4.23 crore, crop 
year 2007-08: 5,243 MT valuing ~ 5.17 crore and crop year 2008-09: 7,684 
MT valuing~ 9.01 crore) was damaged at ChabbaJ and Rampuraphul centres 
of Amritsar and Bathinda district offices, respectively due to improper storage 
of wheat as detailed below: 

• The District office, Arnritsar stored (April-May 2006) 5,28,557 bags 
(26,51 J MT) of wheat of the crop year 2006-07 at Chabbal centre. On 
inspection (July 2006) by the field officer, it was observed that the wheat 
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stocks of the centre was infected by insects. Thereafter, FCI allso found 
(January 2007) these stocks were unfit for consumption. It was noticed that the 
_wheat stock of the crop year 2006-07 were d;p:llaged within three months of 
their storage due to their storage ·with stock of wheat of the crop year 2005-06,. 
which was already damaged, Afier segregation, 4,21,662 bags of wheat were 
issued (upto August 2008) and the remairiing 1,0~,895 bags weighing 5,345 
.1\IT have not been disposed off· (March 2011). Thus, failure of the '·plinth 
·inl;:harge to keep the ·go_od ·wheat stock separately from the already infected 
wheat stock resulted in damage of wheat valging~ 4.23 croreM. fu addition, 
the. Company had to bear carry over charges of~ 2.65 crore due to prolonged 
storage. The · Company ·had issued (Augus.t 2008) . chargesheets t~ the 
concerned officials and departmental enquiry was initiated (December 2008), 

' .but it failed· to finalise the proceedings even after the lapse of more than two 
years and seven months (March 2011) since,,issue of tp.e chargesheets. It was 

. further. noticed that despite damage to huge wh.eat stock, the curative measure 
ofadequatefumigation on the available sound wheat stock were not ensured 
by the Company .. · · · 

The Management, while ~dmitting the facts, stated (Septembet 2011) that the· 
disciplinary action has been .taken against the delinquent officials and strict 

. ·instructions have been issued to fmalise the disciplinary proceedings in a time 
, bound manner: However, the Management has not offered any c;oinment about 

the curative measures. of' adequate fumigation to avoid recurrence of such. 
. incidents. . · · 

.. 411< The District M~magei, Bathinda observed (July 2008) that wheat of the 
crop. year 2007-08 was'. l)ring scattered from the bags due . to improper 
maintenance of stocks by the field staff -at _R'ampuraphul centre. The Chief 
Analyst of FCI also visited that centre on 20 July 2009 and found that the 

.. stacks were affected due to nrin · and . advised · culphas treatment!;. Despite 
·repeated instructions issued (July 2008 to July 2009) by the District Office as -

well as the Circle office! Chief Analyst regardijl.g iinproper maintenance of the 
wheat' stocks, the stocks remained uncovered, scattered and without culphas 
treatment. FCI declared (December 2008) 5,243.MTof stocks of the crop year· 
2007-08 and 7,684 MTof the crop year 2008..:09 as damaged; We observed 
that wheat was damaged due to non exercising of proper care/ maintenance by 
the concerned staff/ plinth incharge. The health· reports of wheat stocks were 

. not· furnished by the inspector incharge to the District. Manager.· Despite the· 
wheat stock of the crop year 2007-08 i.e. 5,243 MT valuing~ 5.17 crore was. 
already damaged, the . wheat stock Of the crop year 2008-09 i.e. 7,684 MT 
valuing ~ 9~01 crore was stacked in the same open plinth resulting ill damage 
of this stock also. Though chargesheet against the pers6ns responsible for 
damage of the stocks of crop year-2007~08 was issued in March 2010, final 
action has not been taken (March 2011). Further, no action was initiateQ. . . . 

against any officer for. the damage of wheat stock of tQ.e crop year 2008-09 
(March 2011). · -

Worked out at the rate ofMSP +incidentals for the relevant crop year.· 
It is a periodic curative treatment (using 9 gms of Aluminum Phosphide to treat oneMT 
of whe11tand three treatll1(mts in a year) given to the wheat stock to maintain its health; 
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The Mamigement while admitting the facts in exit conference (September 
. 2011) stated that the damage to wheat stock occurred due to negligence of 

field staff and chargesheets have. been issued· in this regard. Audit, ·however, 
observed that. chargesheets wete issued against the persons responsible for the 
damage 6f the stocks of crbp year 2007~08. However, no action was initiated 
against any person for the dam~ge of wheat stock ofthe crop year 2008-09. 

Creation of additional storage.capacity 

2.]..19 fu order to increase the warehousing capacity, GOI prepared (July 
2008) a new scheme for construction of covered· godowns on build, own and 
operate basis under a guarantee scheme (mimmum guaranteed lease for a 
specified period) in which · private sector participation was sought. The 
Company was nominated .as nodal agency for creation of the storage capacity 
under this scheme in the State. Out of total126 LMT of storage space shortage 
in the country, Punjab alone was haying shortage of 71 LMT (56.35 per cent). 
Due to frequent changes in the terms and conditions of the scheme, the 
·Company had to invite tenders thric;e (September 2009 to June 2010) for 
creation of storage capacity of 67.49 LMT at 62 centres in the State. The last 
tender was opened in July 2010. Though, the Company got very good 
response for 101 LMT of storage capacity, it could finalise· only for 13 LMT. 
(April 2011) due to higher rate of~ 6.10 per month per· quintal demanded by · 
the tenderers against the maximum rate of~ 5.00 per month per quintal 
approved by the High Level Committee of GOI. Resultantly, the Company 
continues to resortto storage ofwheatin the open. ·. · 

The Management, while admitting the facts, stated (September 2011) that the 
Company is committed to increase the storage capacity. The work relating to 
construction of covered godowns is in progress and they have again called 
tenders on 26 August ~011 and technical bids have been opened for increasing 
covered capacityupto 22.71la:kh MT. Further developments were awaited. 

Shortage of wheat stocks 

· 2.1.20 In order to maintain the qua11tity of wheat stock and to avoid shortage 
in the wheat stored, the Company has a system of. physical verification of 
stock at the interval ofevery six months. We noticed shortages of wheat stock 
of 3,480.81 MT valuing ~ 3.74 crore during 2006-ll as indicated in the . 
following table: · 
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Sl. Name or Crop Year "-ou&ntity or ·Month and year 'Vatue or 
No the District Shortages or when shortages shortages 

omce wheat were noticed (~in lakb ) 
(MT) 

I Ferozepur 1999-2002 
t ' u 

2,604.46 June 2006 and 285.64 
February 2007 

2. Man sa 2002-03 227.20 November 2006 21.36 
3 Amri tsar 2005-06. 3-l8.92 December 2006, 31.69 

2006-07 and July 2007 and 
2008-09 January 2008 ~ 

14.7l 4 Ferozepur 2005-06 and 169.79 2006-07 and " 

2007-08 I 2007-08 '~ 
5 Faridkol 2009- 10 130.44 March 20 11 " 20.65 
Total 3,480.81 374.05 

The audit anaJysi revealed that 
);> major hortages a mentioned above were noticed belatedly at the time 

o f di patch/ vacation of plinth . This shows that the prevalent system 
o f physical 'erification of stock wa inadequate and ineffective. 

);> except at Sl. No. 5 in all other case mentioned above, the 
Management failed to fix accountability/ respon ibility even after 3 to 5 
year of detection of the shortage . 

The Management, while admitting the facts, in exit conference (September 
2011) tated that respon ibility of the delinquent o ffic ial will be fixed. 

Short accounting of storage gain 

2.1.21 During torage, wheat gains weight due to ab orption of moisture 
which i called as storage gain . A per GOI' in truction (November 1999 & 
October 2003) and as per the approved rates for wheat, the storage gain was 
required to be pa ed on to FCI at the rate of one per cent and 0.7 per cent of 
the wheat stored in co vered godown and open/cover and plinth (CAP), 
re pectively at the time of delivery of wheat to FCI after 30 June of each year. 
Therefore , the lnspector/godown incharge was responsible to maintain the 
quantity of torage gain as per the norm fi xed and to deliver the same to FCl 
alongwith de li very of wheat after 30 June each year. 

During crutiny of the record of Patiala and Ferozepur district offices of the 
Company, it was noticed that the fi e ld officers failed to pass on the requi ite 
storage gain to FCJ as per deta ils given be low: 

);> The Distric t o ffi ce, Patiala di patched I 6.73 lakh quintals of wheat 
val uing ~ 220.0 1 crore between June 2007 and July 2010 of the crop 
years 2007- 11 to FCI again t which l I ,998 quintals of torage gain 
wa required to be pa ed on to FCI. As the Di tri ct office did not pa 
on the requis ite storage gain , FCI deducted ~ 1.27 crore from the 
c lai ms of the Company. 

);> In the District office, Ferozepur, FCT deducted (May 2005 to April 
2007) ~ 20.37 lakh (3,200.23 quintal) and ~ 18.80 lakh ( 2,739.2 1 
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quintal) in the crop year 2005-06 and 2006-07 respectively, from the 
sale bills of wheat on account of non passing of the required storage 
gain, resulting in total financial loss of~ 39.17 lakh to the Company. 

Heavy deductions of~ 1.66 crore, on account of non pa sing of storage gain as 
per norms, in the two District offices macks of pilferage by the officials. The 

· Company had neither recovered the amount from the officials responsible nor 
initiated any action to ftx the responsibiUty of delinquent officials. 

The Management stated (September 201 1) that the deductions made by FCI on 
account of storage gain was recoverable from FCI/Staff and a report in thi 
regard has been sought from concerned field offices. Further developments 
were awaited. 

2.1.22 The wheat is delivered to FCI as per their movement plan. After 
delivery of wheat, the concerned district office of the Company, on receipt of 
dispatch documents from its field officers, raises bill on FCI against the 
wheat delivered to them. Initially, the Company rai es sale bills at the 
provisional rates fixed by GOI. On receipt of final rates from GOI, the 
Company raises supplementary bi lls for recovery of the differential amount, if 
any. The deficiencie noticed in this regard are discussed in the succeeding 
paragraphs: 

Delay in preparation of sale bills 

2.1.23 As per instructions issued (July 1985/September 1997/April 2008) by 
the Food & Supply Department of the State Government, the field officers 
were required to submit the dispatch documents of wheat stocks delivered to 
FCI to the district office within three days in the case of crop year 2006-08 
and with in seven days in the case of crop years 2008-09 and onwards. After 
processing the dispatch documents, the district offices were required to 
prepare the sale bills and submit them to FCI within one day from receipt of 
the dispatch documents. 

In even out of the eight elected district offices for the crop years 2008-11 t , 

out of 3,457 sale bills, 1,622 sale bills (46.92 per cent) were scrutinised by us. 
There were delays of one to 125 days (after allowing a margin of even days) 
in submission . of the dispatch documents by the field officers to the district 
offices in respect of 461 sale bills (28.42 per cent of the bills checked) 
involving amount of ~ 0.27 lakh to ~ 711.37 lakh. The delays led to loss of 
interest of ~ 1.21 crore. The district office, Mansa had not maintained the 
record relating to the dispatch documents submitted by its field officers. 

t The dispatch documents and sale bi lls covering the period from 2008-09 onwards, after 
revision of norm from three days to seven days for submission of documents, have been 
scrutini ed. 

32 



Delay H$. 
submission of tlbe 
dispatch. 
documents, . 
preparation of sale 
bills and lodging of 
claims resUlted m 
loss of. inter~t ~f . . 
. ~ 1.51 crore. 

The Company fail!ed 
to raise Claims of 
interest of ~ 4.01 
cro:re from FCI on 

. delayed release of 
payments.· 

'.< .Chapter Il Peiformance audit relating to Government Companies 

We also observed that in the Patiala and Kapmthala district offices, the 
dispatch documents for the crop years 2006-07 to 2010-11 were not processed 
and the sale bills were not prepared within the prescribed period of one day, 
,resulting· in delay in· submission of claims with FCL There were delays of. one 
to 30 days in preparation of sale bills in respect of 327 cases (35.09 per cent of 
932 ·cases checked in audit) involving ·~ 0.66 lakh to ~ 444.54 lakh; These 
delays led to loss of interest of~ 29.61Iakh. · 

·Thus, the· internal control and ··monitoring .system .of the Company. was 
. deficient to enforce the field staff for subffiission .of the dispatch documents, 
preparation of sale bills and lodging of the. claims with FCK within the 
stipulated period resulting in financial loss of·~ 1.51 crore to the. Company 
during 2006-11 in the test checked cases mentioned above. 

- ' . . . 

The' Managemynt, while admitting the facts, .· st~ted (September 2011) that 
disciplinary action would be initiated against the delinquent officials. · 

. .. . 

· Failure to claim interest Ofl delayed payments by FCI 

2.1.24 In terms of GOI's standing instructions issued in December 1970 and 
reiterated in December 2001, FCI was to release payments against the wheat 
delivered to them within 24 . hours of submission of the salle bills by 1:he 
Company. lin case of delay beyond the prescribed period, FCI was liable to 
pay interest at the bank rate on delayed release of payments. 

We observed that the Company had not laid down any system to claim interest 
from FCI against. delay in receipt of payments from FCI. Scrutiny of records in 
the eight selected district offices for the year 2006-11 re.vealed that there were 
delays up to 226 days in receipt of payments from FCI. However, the district 
offices· failed to raise claims for interest of ~4.01 crore from FCI against the 
delayed release of payments by the FCLThe Company should evolve a system 
to inollitor the working· of its district offices to ensure that interest drums of 
the Company from FCI in respect of all the payment rec~ived late are raised 

· and pursued. 

The Managementwhile admitting the facts stated (September f.OU) that the 
matter has been taken up with FCI to allow interest on all delayed ·payments. 

Excess use ofgunny.bags 
. . 

2.1.25 ·The rates fixed by GOI for a quintal of wheat included the cost of tWo 
gunny bags of 50 kg each. Accordingly, the Company was getting cost of two 
gunny bags for each quintal of wheat delivered to FCI. 

.. . 

· Scrutiny. of records in eight selected district offices of the ~oinpany revealed . 
that these district offices used 57L73 lakh bags for delivery of 284.785 lakh · 
quintals of wheat to FC,::K during the crop yeats 2006-10 as against the required 

;quantity of 569.57 lakh bags. Thus, the district offices used 2.t6 lakh gunny 
bags valuing ~· 52.82 lakh in excess of requirement. Th.e Company neither 
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analysed the rea ons for excess usage of gunny bags nor recovered its cost 
from the concerned field staff. 

The Management stated (September 20 I I ) that the field offices have been 
directed to look into this di c repancy. The reply indicate that the Company 
has not e tabli hed any centra lised system to monitor and keep a close watch 
on the u age of gunny bag . 

Non claiming of interest on the cost of gunny bags 

2.1.26 The GOI while fix ing the rates for Rabi Marketing Season 2006-07 to 
20 I 0- 11, included interest charges on the elements of MSP, tatutory charges, 
mandi labour charges and transportation charge . Though the cost of gunny 
bags was included in the provi ional rates of wheat for each crop year, it was 
not considered for calculation of the interest charges included in the inc identa l 
charges and the Company had not taken up the matter with the State 
Government/GOJ. The fa ilure of the Company to take up the matter for 
inclu ion of the interest on the co t of gunny bags in the incidental charges for 
the crop years 2006-11 denied the scope to earn an income of~ 1.88 crore. 

The Management stated (September 20 ll) that the co t of gunny bag shown 
in the cost heet i ued by GOJ was inc lu ive of element of interest. The reply 
is not correct a inte re t element indicated in co t heet wa for advance 
procurement of gunny bales and not for 15 day /30 days post procu rement 
period as allowed by GOI on other element . 

Non claiming of cost of polypropylene bags 

2.1.27 The GOI allowed (May 2009) payment at the rate of ~ 13.85 per 
HOPEI ppe bag in the provisional rates for the year 2009- 10. However, in the 
provisional rate for the crop year 2010-11 fi xed by GOl in April 2010 it was 
inter alia mentioned that in ca. e HDPE/ PP bags were u ed , the rate for the 
bag. wou ld be fixed later. 

We observed that due to non fixation of rates of PP bag in the provisional 
rates for the crop year 2010- 11, out of eight selected district offi ces onl y 
Kapurthala district office claimed and recovered the co t of PP bags at the old 
rate of PP bags applicable in the previou crop year 2009- I 0. Other seven 
selected district offices did not claim cost of 40.87 lakh PP bags u ed for 
delivery of wheat to FCI for the crop year 2010-11 even at the rates of 
previous year which resulted in non-recovery of ~ 5.66 crore0 v. 

The Management stated (September 2011 ) that it has taken up the i sue of 
fi xation of rates of PP bags fo r the crop year 2010-1 I with GOI time and 
again. The reply does not j u tify the reason for not rais ing the claims even at 
old rates of PP bags applicable in the previous crop year 2009- I 0. 

High Density Polythene/ Polypropylene. 
ev Worked out at the rate of PP bags for the crop year 2009- 10. 
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Non-reimbursement of ltzierest charges for wheat directly delivered from 
·· .. ; mandis > ... : '<.: 

. 2.i.28 ool while fixing .the rates for the crop y~ars 2001-02 and 2002-03 
considered;tbat interest charges must cover all the expenses incurred during 

. the procurelllentexcept adnlinistrative .charges and proposed to consider the 
, case for amendment in principle separately:·However,,as per the rates fixed by 

Faillmnre of · tlbte · GOI for the 'crop years 200T-11; the interestr<9n expenses' incurred for the 
Company to take up ·· . · · 

· .· tlbte matter witlbt GOI. · wheat stock delivered directly to FCI frofJ1 inandzs Were not allowed, though it 
tegariiling ·interest .· . was allowe4 hi the·rates upto the crop year 2006-07. 

.. charges on wlbteat ' 

. · dlirecUy · ·· delivered W~;observedthatin case .6f:direct·d~livery of wheat from mandis, frtnds of the 

· z::nvedl it t::~~~ ·.· . Company remained blocked Jgr/lninitrium: fiy~. to nine days 9t for \V hich no 
renmlbllllirsemeXi:t of :reimbursem~ntofinterest~chargesr~vas'~illowedin the. rates for .the crop year~ 
~ 3.33 crolre · fmm · 2007 ~ 1 L·This. resulted iri: non Teimburserilent ·.of interest cha.rges of ~ 3.33 

: FCJI: onthls account. ctore in tespe<;tof directd,elivery ofl3.53 LMT of wheat byihe Company. 
' . . . ' ' . 

. ' ··. F~illllllre · .of · tlbte 
Compalllly to take up · 

- . . . . 

·We observed that the qmipany~had ·riot taken up the matter with GOI to 
reimburse the interest chatgesfor wheatdirectly·delivered frcimthe mandis . 

• The Man~ge~ent stated (September.2011). that the rates from RMS 2005-06 . 
onwards. have n:ot yet been· finalised. and they would take all such issues with 
the GOI at the tillie of finitlisation of the rates. · · . 

· Short reimbursementoj interest, custody and maintena~ce charges 

i 2.1.2~ The • rates per quirital for· each crop year ·• of the audit period· (except . 
2008~09)jncluded interest (on MSP; bonus if aily; statutory charges, mimdi 
labour. charges and .transportation charges) arid custody and .mai.ntenance 

. charges for a period ofl5 days only. For the crop yeat 2008-09, it was for 30 
• · days, whereas F&SD, Punjab. worked out (October 2010) the actual average 

storage period of wheat as 77 days against the allowable period.of 15 days/30 
days for calc;ulation of th~. interest and custody and niaintenartce charges .. 

the matter for . . , . . 
rei)llllbursemenit. of The Company had taken up (October2010) the matter with FCI, however, it 

. illllterest. an:d custody ' . failed to .furnish the sup' .porting· documentary. evidence_ to substantiate the 
inlid . mailllltellllance 
charges for actual · · actual expellditure incurred, in the absence of which FCI was reluctant to 
average stock lhlomillllg '\allow the custody and maintenance charges. InJespect of the crop y~ars 2Q07-
JPeriodl· resulted illll , 08 to 2010~11, the Cbmpany failed to. take up· the matter with FCI. 
irnon-reimMirsemellllt Co_nsequ:ently, the Gompany had to ·beat extra financial burden of~ 132~73 
oH' 132·73 crore. . crore~(interest charges:~. l12.30 cro~e and custody and maintenance charge~: 

.. ··.~ 20.43 ctore). · · · · . · 

, • 9l · Five days(three days for>dispa~chdocmrients plust~<) days for processing ofsale bills) 
.•.. were considered for 2007-08 when period allowed for receipt of dispatch documents 

. was three days'and nine days (se.ven days plus ,two days) for 2008c09 and onwards when 
the prescrlbed period for f;Ubmission of dispatch documents WaS revised to Seven days . 

.:. Worked out on. the basis of quantity ofwheat delivered to FCI and average storage period 
(after allowing leverage ofl5 days/ 30 days arreadyprovided by GOI in the provisional 

• rates of wheat ) during 2006-07 to 20 10~ 11); · 
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The Management, while admitting the facts, stated (September 2011) that the 
'aoi would be requested to allow interest & custody & maintenance charges as . 
per actual expenditure under this head. 

Delay in claim~ng reimbursement of bonus 

2.1.30 · -The GOY decided topay an incentive bonus of~ lOOper quintal for 
procurement of wheat for the crop year 2007-08 over and above the MSP of · · 

, ~ 750 per quintal to the farmers. these rates also provided for payillent of­
interest on bonus for 15 days period to the procurfug agencies. The district 
offices; Sangrur, Kapurthala and Ludhiana made payment of~ 31.74 crore 
during April to June 2007 to the farmers.- Thereafter, the district office Sangrur 

· , in June 2007, Kapurthala and Ludhiana in August 2007 raised bills belatedly 
for reimbursement of the bonus paic.i against wheat delivered to, FCI and the 
payment was released by the FCI during the same moni:h. · 

We observed that due to delay in raising the bills, the district offices had to 
bear the interest blurden froni the date of payment of bonus to the farmers till . 
receipt of reimbmsement from the FCL This led to · loss of interest of 
~ 38.58 lakh181 on the· payment of bonus in the three district offices. This 
indicates that there was no system to monitor the· timely raisjng of daims by 
the district offices. At the same time, we observed that good practice was 
followed by the other .selected district offices of Amritsar, Faridkot, 
Ferozepur, l\1[ansa and Patiala in Claiming the bonus in time alongwith the 
regular sale bins· since April 2007. 

Non ckiiming of the incidental charges at the. revised rates 

!2.1.31 The GOl revised (June 2008) the• rates of incidental charges per 
,quint~l of wheat from~ 135.68 to ~ 136.41 for the crop year 2007-08. 

. However, these orders were either not circulated or belatedly communicated to 
the District offices. We observed that in> eight selected district, offices, 
incidental charges were Claimed (2008-09 to 2010-11) at the old , rate of 
~ 135.68per quintal for 71.79lakh quintals ofwheatforthe crop year 2007-08 
delivered to . FCL · Since the rates were revised, the district offices were 
required to raise supplementary claims @ -~ 0.73 per quintal for this quantity 
of wheat. But the district offices had not raised the. supplementary bilk Thus, 
non claiming of the incidental charges atthe revised rates resulted in loss of 
~- 52.40 lakh. This is indicative of lack of monitoring mechanism and absence 
of an effective system for timely raising ofincidental charges at the revised 
rates inthe Company. 

Delayed/non claiming ojincidentalcharges 

. 2.1.32 · The GOl fixed the· provision~ rates of wheat for the crop. years 2006~ 
ll .in June 2006, May 2007, April 2008, May 2009 and April 2010 
respectively. The provisional rates for the crop years 2007-08 and 2008-09 

_ were subsequently revised in June 2008 and May 2008 respectively: fu the 

® Worked at GOI rates after allowing 15 days margin for which interest is paid by the FCI. 
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absente of fixation of the provisional· rates before start of the crop year, the 
district offices had to raise the sale bills at the old rates. The district offices 

. were required to lodge the claims for differential amount immediately 'on 
receipt of the new/revised rates. However, the district offices failed to: lodge 
the claim immediately. They. raised the. claims after the delays of 4 to 585 
days¢; which resulted in lo~s of interest of~ 1.21 crore in the selected district 
()ffices (except Sangrurr · · · 

· H was further observed thatincidental~harges. amounting to~ 3.01 crore for 
the crop; yeais 2009:..11 were not claimed by two selected district offices 
(Sa.Qgrur and. Ferozepur). Failure of these two district offices to claim the 
incidental charges "resulted in blocking of the Company's funds of~ 3.01 
crore. This was due to lack of monitoring mecharuismand absence of an 
~ffective system for proiTiptly -raising the bills · at the revi~ed rates in the· 
Company. 

The Management stated {September 2011) that'suitable disciplinarY action 
would, be taken against the Officials ifit was'fotindthat the delay has occurred 

. due to their fault. Further developments were awaited. · 

Non daimingofdifferentiaJ expenses · · 

2.1.33 , GOI designated (July 2005) the Company as nodal agency for issue 
. of r~lease orders for delivery of· wpeat .·required for the. Targeted Public 
Distribution System"' (TPDS} in the State. The policy for delivery under TPDS 

·provided that .FCI would pay 95 per"c;ent of the· differential9\ .expenses on 
subffiission of the claim accompanied 'by utilisation certificates of the quantity 
actually distrihtJ.ted. Utilisation ceiti:(icates would be submitted by the 
Company after ensuring th'at the wheat meant for TPDS had actually reached 

.. the beneficiaries: The remaining five per cent ofthe differential amount was to 
be paid by FCI on submiss~on of the audi!ed.accol1nts. . 

·.' . . ' -. .· .·- . l_ -. . -·_ ·' . 

· Scrutiny of records· ofTPDS wheat in the six selected district offices revealed· · 
that agairist supply of. TPDS wheat, . the remaining differential aniotint of 
~ 2.91 crore pertairiing to th~ crop years '2006-09 was -not claimed by the 

. Company'from FCI; though.the.accounts of the· Company upto 2008.,09· had 
been audited (Septembef2011). . . 

· The Management stated.(September 2011) that ·m~cessary report has been 
. • ~ought from our District Offices. and suitable action would be taken on receipt 
uf necessary reply from the concerned Ilistrict Offices. Further developme11ts' 
wereawaited.· · · · 

• . . After !lllowing margi~ of fi~e days for prep¥ation of bills' .. 
"' . Includes AntyodayaAnna :Yojna (AAY), BPL and APL: . . . . 
9\ · D(!ferential expenses means~ difference .of the acquisition cost and central issue price under 

the TPDS Scheme fixed by :om. · · · 
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A voidable payment of infrastructure development cess 

2.1.34 The State Government issued (April 1999) a notification for levy of 
infrastructure development cmr cess on the sale or purchase of all agriculture 
produce except fruits, vegetable and juices. As per the notification, the 
incidence of payment of cess on the aid agricu lture produce shall be on the 
purchaser. Accordingly, all the procurement agencies paid the lD cess to the 
State Government at the time of wheat procurement. 

The Company instructed (August 2009) all its District Managers not to deposit 
ID cess in respect of wheat procured under the Above Poverty Line (APL) 
scheme of Targeted Public Distribution System as the arne had already been 
paid at the time of procurement. We ob erved that ~ 2.81 crore were 
inadvertently deposited with FCI from August 2009 to February 2010 on 
account of ID cess in contravention of the ibid instructions resulting in exces 
payment. The district offices failed to take up the matter with FCI for refund 
of this amount leading to non recovery of ~ 2.81 crore coupled with lo of 
interest of~ 54.86Jakh (March 2011). 

Issue of APL wheat after the validity period 

2.1.35 GOI designated (July 2005) the Company as nodal agency for 
implementation of Above Poverty Line (APL) scheme under Targeted Public 
Distribution System of the Central Government for issue of foodgrains to the 
APL beneficiaries at the subsidised rates through depot holders. Under thi 
scheme, the wheat i sued against the quota of a specific month should be 
issued to the depot holder in the arne month. 

FCI released 3,198.13 quintals of wheat against the quota of APL scheme for 
the month of August 2009. However, the Inspector, Phagwara centre of 
Kapurthala District office of the Company is ued this quantity of wheat to the 
depot holders in the month of September 2.009. FCI refused to sign dispatch 
document on the ground that it wa i ued after the validity period without 
getting its approval. Resultantly, the Company could not recover 
~ 42.88"' Jakh, the differential value of quantity of wheat from FCI. We 
ob erved that the official responsible for the lap e has since been retired and 
the Company has not finalised any di ciplinary proceedings again t him. 

Transportation of wheat 

2.1.36 For transportation of wheat from mandis to the storage point , 
tran portation contractors were appointed. The comrnitteesr are formed at the 
district level for fixation of transportation rates and the tender are invited on 

Infrastructure development cess is a State fund created for the development of 
irtrrastructure in the State. 
The difference between acquisition co t of the wheat and amount received from depot 
holders. 
Committees consisti ng of Deputy Director ( F&SD) cum Regional Manager of the 
Company as Chairman, District Managers of all the procuring agencies and a 
representative of the Deputy Commis ioner of the concerned District as members . 
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per quintal basis from · different centres/ mi:mdis to ,storage points. The 
· deficiencies noticed are discussed in succeeding paragraphs. 

Abuuirmal variation in tu-ansportation rates . 

2.li.37 The contracts for transportation from mandis to storage points were 
awarded on adhoc basis by aliowing certain per cent enhancement over the 
previous years' rates. The rates for transportation were fixed on per quintal 
basis (which varied from~· 6.00 to ~ 48.72 per quintal during 2006-11) and no 
weightage was given to the distance involved. It was, however, noticed that :in 
the neighbouring State of Haryana, the 'Schedule of rates' were fixed with 
reference to per quintal per kilometer. We analysed the transportation rates 
paid in selected district offices. and found wide variations in the rates per 
quintal per km with ~eference to rates fix~d on., per quintal basis. As worked 
out by Audit, the n1.tes .per quintal per km ranged from~ 0.45 to ~ 2.88 during 
2006-01 aiJ.d ~ 0.36,to ~ 3.76 during 2010-lL We observed that the Company 
never considered. the desirability to fix the transportation rate per quintal per 
km instead of per quintal to bring uniformity in the transportation rates. We 
further observed that though tenders were invited from the transporters for 
quoting mandi-wise per quintal rate, the rates were, however, fmalised by 
providing certain per cent enhancement over the previous year's rates. This 
shows lack of planning and transparency in the procedure followed and 
·thereby economies of competitive. bidding could not be reaped. This failure 
resulted inextra burd~n of~ 19.09 crore& on the Company during 2006-H. 

· The Management· stated (September 2011) that the transporters in Putnjab 
quote their rates by keeping in their mind distance of various areas and the 
rates quoted by them differs on the basis of distance and also on the basis of 

. any other kind of hurdles like.· Kucha Road, Ton Tax barriers, Railway 
crossings;etc .. Thereply.is not acceptable as the Company had not formed any 
system to assess hurdles involved in the routes and the rates were fixed on per 
quintal basis. During exit conference, the Management stated that they are 
planning to form a committee for finalising transportation rates on per km per 
quintal rate basis.· 

Non~recovery of service tax 

2.1.38 GOI imposed (January 2005) service tax on payment of transportation 
charges. Accordingly, the districtoffices of the Company paid service tax to 
the taxation. authorities. 

Scrutiny of the records in eight selected district offices revealed. that service 
tax' of~ 1.44 crore was paid on transportation of wheat during 2006-10. ][n the 
absence of any provision in the contract agreements entered into with the 
transporters coupled ,with non taking of the matter with GOI for inclusion of 
service tax in the provisional rates, the Company could not recover the service 
tax paid either from the contractors orFCI. 

& ·worked out by deriving per quintal per kmrate and comparing the same with lowest per 
quintal per km rate .in the district during .the season. 
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The Management stated (September 2011) that as the rates from Rabi 
Marketing Season 2005-06 have not yet been finalised, this issue would be 
taken up with GOI to reimburse all the expenses under the head transportation 
charges. The reply was silent in regard to absence of provision for recovery of 
service tax in the agreements with the transporters. 

2.1.39 The State Government had emphasized in July 1977 the need for a 
properly conceived and effectively implemented system of internal audit as it 
was an essential aid for effective financial and administrative management of 
public enterprises. However, the Company has neither framed internal audit 
manual nor has its own internal audit wing. The Company has been 
appointing firms of chartered accountants for conducting internal audit of its 
financial records every year. It was noticed that: 

}> The [nternal Auditors submitted reports for the period 2006-07 to 
2008-09 and reports for the period 2009-10 onwards were yet to be 
submitted by the auditors; and 

}> The internal audit reports were not brought to the notice of the BOD 
for perusal and remedial action. Thus, the internal audit was 
ineffective. 

MODitoriDg aad Control 

2.1.40 The Company plays an important role in procurement of foodgrains for 
the central pool. For such an organisation to succeed in operating 
economically, efficiently and effectively, there should be adequate 
documented management systems of operations. We, however, observed that: 

}> the Company has not framed its functional manual contrurung 
detailed instructions regarding procurement procedure to be followed, 
storage practices to be adopted, system to be foJJowed for delivery of 
wheat as well as timely raising of claims to FCI and Accounting 
Manual. 

}> the Company failed to establish a monitoring system to obtain 
feedback from its district offices about the costs incurred on its 
operations and to evaluate the payments received from FCI to assess 
whether all the elements of cost have been reimbursed by FCI or not. 
Resultantly, it failed to ensure: 

• inclusion of all elements of cost in the rates ftxed by GOI; 
• timely raising of claims of incidental charges and interest for 

delay in receipt of payment from FCI; 
• timely reconciliation of gunny bales accounts and bank 

accounts; 
• uniformity in the fixation of transportation rates; and 

40 . 



Chapter II Performance audit relating to Government Companies 

• to obtain regular feedback from it district offices on 
disciplinary proceedings against the officers responsible for 
damages and shortages of wheat stocks for taking timely 
actions. 

~ the Company did not maintain any separate accounts for demurrage 
charges recoverable from the labour and transport contractors, in the 
absence of which the Company could not take action to recover the 
demurrage charges from the parties concerned. 

~ the Company failed to evolve a mechanism for regular reconciliation 
of advance payments made to the Director General Supplies and 
Disposal (DGS&D) through the Director, Food, Civil Supplies and 
Consumer Affairs, Punjab for purchase of gunny bags and gunny bags 
actually received thereagainst. Resultantly, its huge fund remained 
blocked with the DGS&D. 

Conclusion 

The performance of the Punjab State Grains Procurement Corporation 
Limited with regard to procurement, storage and delivery of wheat was 
suboptimal due to the following: 

~ The availability of covered storage capacity was highly inadequate 
to cater to the storage requirement and the Company 
predominantly relied on open storage space exposing the grains to 
damage and pilferage. 

~ The Company failed to develop a mechanism to analyse its cost vis­
a-vis the rates fixed by GOI so as to ensure that all the elements of 
its legitimate costs are reimbursed by GOI. 

~ There was lack of quality control mechanism in the Company to 
ensure safety of wheat stock. 

~ The Company failed to fix accountability I responsibility for the 
damages and shortages of wheat stock, even after 3 to 5 years of 
detection of these shor tages. 

~ The Company failed to enforce the field staff to submit the 
dispatch documents, prepare the sale bills and lodge the claims 
with FCI within the stipulated period. 

~ The Company failed to check the ever increasing and high 
incidence of interest paid on cash credit availed for the 
procurement activities. 

~ The accumulated losses of the Company increased year after year 
and it failed to identify the loss making areas for taking corrective 
measures. 
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Recommendatloas 

We recommend that: 

~ In the context of increasing trend in procurement and huge 
damages and shortages of wheat stock, the Company should 
expedite setting up of the infrastructure for covered storage of 
wheat in the State. 

~ The Company needs to vigorously pursue with the Central and 
State Government for reimbursement of all the elements of its 
legitimate costs. 

~ To ensure safety of wheat stock, the Company should evolve an 
adequate quality control mechanism like periodical measuring 
moisture contents, proper fumigation of stock etc. 

~ To act as a deterrent, the Company should expedite and finalise 
the departmental actions against the persons responsible for 
shortages and damages of wheat stock. 

~ The Company should ensure timely raising of bills against wheat 
delivered to FCI and also timely receipt of payments from FCI. 

);> By improving its administrative efficiency and getting 
reimbursement of its invested funds in time from FCI, the 
Company need to limit its cash credit so as to arrest its ever rising 
interest burden. 

);> The Company needs to maintain the working results for wheat and 
paddy procurement separately to identify the loss making areas 
and for taking corrective measures. 

We referred the matter to the State Government in June 2011, their reply had 
not been received (September 20 11). 
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2.2 Perfonnalla! audit on the working of Punjab State Power 
Corporation Limited (erstwhile Punjab State Electrldty Board) 

Executive Summary 

Power is an essential requirement for all 
facets of life. The distribution system of 
the power sector constitutes the final/ink 
between the power sector and the 
consumer. The effu:iency of the power 
sector is judged by the consumers on the 
basis of performance of this segment. 
National Electricity Policy aims to bring 
out reforms in the Power Distribution 
sector with focus on system upgradiltion, 
controlling and reduction of 
Transmission and Distribution losses and 
power thefts and fTUlking the sector 
commercially viable. 

In Punjab, distribution of power upto IS 
April 2010 was carried out by the 
erstwhile Punjab State Electricity Board 
(PSEB). Consequent to unbundling of 
PSEB from 16 April 2010, the same is 
now carried out by the Punjab State 
Power Corporation limited (Company). 
The performance audit covering period 
from 1 April 2006 to 31 March 2011 was 
conducted to ascertain whether the aims 
and objectives stated in the National 
Electricity Policy and Plan were adhered 
to and how far the distribution reform~ 
have been achieved. 

Financial Po~ition and Working Remit~ 

The Company was not able to recover its 
cost of operations and the accumulated 
losses increased year after year. The 
average realisation per unit ranged 
between i' 3.12 and i' 3.77 against 
average cost per unit of~ 3.70 to i' 4.18 
during 2006-10. 

Distribution nefll'ork planning 

Against the planned additions of 525 sub­
stations over the audit period, only 136 
sub-stations were actually added. 
Further, increase in transformation 
capacity was not commensurate with the 
increase in connected load. During the 
audit period, the connected load 
increased from 19,688 MW to 27,385 
MW (39. 09 per cent) whereas 
transformation capacity increased from 
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15,287 MVA to 20,199 MVA (32. 13 per 
cent). 

Implementation of Cmtrally Spomored 
Scheme~ 

Upgradiltion of the rural electrical 
infrastructure by erecting 7,014 pole 
mounted 25 KV A substations and 
providing 1.49 lakh single point free 
electricity connections to below poverty 
line (BPL) households were taken up 
(March 2008) under the Rajiv Gandhi 
Grameen Vidyuitikaran Yojna at a cost 
of i' 183.91 crore. The work was 
required to be completed by October 
2010. However, upto March 2011, the 
Company could install only 2,108 (30.05 
per cent) pole mounted 25 KV A sub­
stations and could release only 0.60 lakh 
(40.27 per cent) BPL service connections. 
In order to carry on the power sector 
reforms, the Restructured Accelerated 
Power Development Reforms Programme 
was launched in July 2008 which aimed 
at establishment of IT enabled system for 
achieving reliable and verifwble baseline 
daJa alongwith strengthening of regular 
sub-transmission & distribution system 
and upgrada.tion projects. However, in 
this respect, the Company could utilise 
only i' 18.19 crore (12.09 per cent) 
against ~ 150.40 crore received from 
GO/ as of March 2011. 

Operational efficiency 

The operational performance of the 
Distribution Companies is judged on the 
basis of availability of adequate power 
for distribution, adequacy and reliability 
of distribution network, minimising line 
losses, detection of theft of electricity, etc. 
Audit of operations of the Company 
revealed the following: 

a) The Company was not able to meet 
the requirement of power in the State and 
the power defu:it increased by 188.65 per 
cent from 5,376 MUs to 15,518 MUs 
during 2006-11. To meet the deficit of 
power, the Company resorted to 
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unplanned purchase of power through 
short term and panic measures at 
exorbitant rates, at an average cost of 
~ 5. 75 per unit against its average 
realisation of revenue of ~ 3.50 per unit 
of energy sold. 

b) Though the overall transmission and 
distribution losses decreased from 23.92 
to 17.96 per cent during 2006-11, they 
were still on the higher side as compared 
to maximum level of 15.5 per cent fixed 
by the Central Electricity Authority 
(CEA). Against the ideal ratio of 1:1, the 
ratio of transformation capacity to the 
total connected load ranged between 
0.43:1 and 0.46:1 during 2006-11. 
Percentage of failure of DTRs ranged 
between 7.74 and 12.44 per cent during 
2006-11. Further, the Company failed to 
devise proper internlll control mechanism 
and effective managerial control to 
ensure timely return of domaged 
transformers after repair. 

Rilling and Rerenue Collection 
Effldency 

As revenue from sale of energy is the 
main source of income, the efficiency lies 
in timely billing of energy sold to 
consumers and prompt collection of 
revenue in time. During audit period 
energy billed on the basis of meter 
readings ranged between 68.41 to 78.09 
per cent of the total energy available for 
sale within the State. Outstanding dues 
increased from ~ 1,331.37 crore to 
~ 1,728.30 crore during 2006-10. The 
Company failed to initiate effective 
pursuance for recovery of outstanding 
dues. There was no established and 
conclusive methodology for 
determination of AP consumption. 

rinancial \fmulf~l'ment 

A review of financial management of the 
Company revealed that dependence on 
borrowed funds increased during the 
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audit period and the borrowings 
increased from ~ I 1,285.24 crore to 
~ 17,336.68 crore (53.62 per cent) during 
2006-10. 

Tariff fixation 

The Company failed (except 2006-07 and 
2010-11) to file the Annual Revenue 
Requirement (ARR) petitions within the 
prescribed period of 120 days before the 
commencement of the respective year. 
Non-filing of the ARR petition for 2007-
08 resulted in rejection of interest claim 
of~ 115.19 crore on non/delayed receipt 
of subsidy from the State Government 
during 2007-08. 

Concltl\ion and recummcndatima 

The Company was not able to recover its 
cost of operation and its accumulated 
losses increased by 62.41 per cent during 
2006-11. It could not meet the demand of 
power in the State and power deficit 
increased by 188.65 per cent during 
2006-11. For strengthening of 
distribution network in the State, though 
the Company had been initiating 
schemes from time to time, there are 
many schemes which had been 
abnormally delayed or remained to be 
completed. The Company consistently 
failed to achieve its performance 
parameters and the targets. 

We have made seven recommendotions to 
improve the distribution segment of the 
power sector in the State. Making of 
plans for reduction of T&D losses and 
power theft, explore the additional 
sources of availability of power at 
economical rates, ensure timely 
completion of all the schemes, 
achievement of performance parameters 
and targets, installing of 100 per cent 
metering and ft.xing yearly targets/ 
milestones for energy audit, etc. are 
some of these recommendations. 
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Introduction 

2.2.1 The distribution system of the power sector constitutes the final link 
between the power sector and the consumer. The efficiency of the power 
sector is judged by the consumer on the basis of performance of this segment. 
However, it constitutes the weakest part of the sector, which is incurring large 
losses. In view of the above, the real challenge of reforms in the power sector 
Lies in efficient management of the di stribution system. The National 
Electricity Policy in this regard inter alia emphasises on the adequate 
transition from financing support to aid restructuring of the di stribution 
utilities, efficiency improvements and recovery of cost of service provided to 
the consumers to make the power sector sustainable at reasonable and 
affordable prices besides others. 

In the State of Punjab, the Punjab State Electricity Board (Board) was a 
vertically integrated agency upto 15 April 2010 and wa respon ible for 
generation, transmis ion and di tribution of electricity. As part of the power 
sector reforms, the erstwhile Board was unbundled on 16 April 2010 and two 
companies viz. Punjab State Power Corporation Limited and Punjab State 
Transmission Corporation Limited were formed. Consequently, the business 
of di stribution of power in Punjab is carried out by the Punjab State Power 
Corporation Limited (Company), which was incorporated on 16 April 2010 
under the Companies Act, 1956 under the admini strative control of 
Department of Power, Government of Punjab. The Management of the 
Company is vested with a Board of Directors comprising nine Directors 
appointed by the State Government. The day-to-day operations are carried out 
by the Chairman-cum-Managing Director, who is the Chief Executi ve Officer 
of the Company, with the a sistance of Directors at Head office and Chief 
Engineers and Superintending Engineers in the field. During 2006-07, 
27,896.22 MUs of energy wa sold by the Company which increased to 
32,740.30 MUs (provisional®) in 2010- 11 i.e. an increase of 17.36 per cent 
during 2006-1 J. As on 3 1 March 20 L 1, the Company had distribution network 
of 3 .42 lakh CKM*, 636 sub-stations and 4,72,238 transformers of various 
categories. The number of con umers was 73.21 lakh. The turnover of the 
Company was~ 12,210.02 crore in 2009- 10cp, which was equal to 54.51 per 
cent and 6 .35 per cent of the State PSUs turnover and State Gross Domestic 
Product, respectively. It employed 55,547 employees as on 3 1 March 20 11 . 

The National Electri city Policy (NEP) aims to bring out reforms in the Power 
distribution sector wi th focus on sy te rn upgradation, controlling and reduction 
of the Transmission and Di tribution (T&D) lo ses and power thefts and 
making the sector commercially viable, besides financing trategy to generate 
adequate resource . It further aims to bring out conservation strategy to 
optimise utilisation of electricity with focus on demand side management and 
load management. In this background of reforms underway, it wa con idered 

® The accounts of the Company for the year 20 I O- Il have not yet been finalised. 
Circuit Kilometer 

'P Turnover of the Company for 20 I 0- 11 was not avai lable due to non finalisation of its 
Accounts. 
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necessary to undertake performance audit on the working of the Power 
Distribution uti lity in the State Sector to ascertain whether it was able to 
adhere to the aims and objectives stated in the National Electricity Policy and 
Plan and how far the distribution reforms have been achieved. 

A review on "Power Sector Reforms - signing of Memorandum of 
Understanding and implementation thereof' was included in the Audit Report 
(Commercial) - Government of Punjab for the year ended 31 March 2007. 
The report has not yet been discussed by the COPU (September 201 1). 

Scope and methodology of audit 

2.2.2 The present performance audit conducted during October 2010 to May 
2011 covers the performance of the Compan/ during the period from 2006-07 
to 20 I 0-1 1. The review mainly deals with Network Planning and execution, 
Implementation of Central Schemes, Operational Efficiency, Billing and 
Collection Efficiency, Financial Management, Con umer satisfaction, Energy 
Conservation and Monitoring. The audit examination involved scrutiny of 
records at the Head Office and six out of the twenty Distribution Circles 
selected on the basis of simple random sampling without replacement 
technique. 

The methodology adopted for attammg the audit objectives consisted of 
explaining audit objectives to the top management, crutiny of records at Head 
Office and selected units, interaction with the auditee per onnel, analysis of 
data with reference to audit criteria, raising of audit queries, discussion of 
audit findings with the Management and issue of draft report to the 
Management for comments. 

Audit Objectives 

2.2.3 The objectives of the performance audit were to assess: 
•!• whether aims and objectives of National Electricity Policy/Plans were 

adhered to and distribution reforms achieved; 
•!• the adequacy and effecti veness of network planning ahd execution; 
•!• efficiency and effectiveness in implementation of the central schemes such 

as, Revised Accelerated Power Development & Reform Programme 
(RAPDRP) and Rajiv Gandhi Grameen Vidyutikaran Yojna (RGGVY). 

•!• operational efficiency in meeting the power demand of the consumers in 
the state; 

•!• billing and collection efficiency of revenue from consumers; 
•!• whetht!r Financial Management was effecti ve and surplus funds, if any, 

were judiciously invested; 
•!• whether a system is in place to assess consumer satisfaction and redressal 

of grievances; 
•!• that energy conservation measures were undertaken; and 

The word Company also refers to the Board for the period prior to formation of the 
Company. 
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•!• that a monitoring system is in place and the same is utiljsed in review of 
overall working of the Distribution Company (Discom). 

Audit Criteria 

2.2.4 The aurut criteria adopted for assessing the achievement of the audit 
objectives were: 
•!• Provisions of Electricity Act, 2003. 
•!• National Electricity Plan, Plans and norms concerning djstribution network 

of Discom and Planning criteria fixed by the PSERC; 
•!• terms and cond itions contained in the Central Scheme Documents; 
•!• standard procedures for award of contract with reference to principles of 

economy, efficiency and effectiveness; 
•!• Norms prescribed by various agencies with regard to operational activities; 
•!• Norms of technical and non-technkal losses; 
•!• Guidelines/ instructions/ directions of State Government/SERC; and 
•!• Best performance under various parameters in the regions/all India 

averages. 

FIDaocial Position and Working Results 

2.2.5 The financial position of the Company for the four years endjng 
2009-10° is given below: 

~ in crore) 

I ~ ___, .. I -..:oJl aiJ.lt 
A. Lia bilities 
Paid up Capital 2,946. 11 2,946. 11 2,946.1 1 2,946. 11 
Reserve & Surplus (includ ing Capital Grants but 4,307.4 1 4,705.05 5,146.64 5,707.97 
excludinl! Depreciation Reserve) 
Borrowings (Loan Funds ) 
Secured II 285.24 13,246.13 15,815.54 17,336.68 
Unsecured Nil Nil Nil Nil 
Current Liabilities & Provis ions 2,590.28 3,497.89 3,390.4 1 4,019.20 
ToCIII ll.mM 

~·· 
l7~7t ll..llt.96 

B. Assets 
Gross Block 15,4 13.59 16,420.74 18,431.77 20,446.25 
Less: Depreciation 6,770.84 7,414.33 8,092.43 8,883.86 
Net Fixed Assets 8,642.75 9 006.41 10,339.34 11,562.39 
Capital works-in-progress 3,281.49 3,784.79 3,264.57 2,9 14.31 
lnvestments 278.08 709.54 1,233.25 1,848.44 
Current Assets, Loans and Advances 2,942.19 3,520.25 4,039.47 3,961.03 
Miscellaneous Expenditure - Deferred Costs 4.0 1 4 .06 10.84 11.04 
Accumulated losses 5,980.52 7,370.13 8,4 11.23 9,712.75 
ToCIII ll.ll9.M 24.JIJ5.18 l'7.l98.7t 3UI9.96 
Debt ;. Equity 

~ 

7.07:1 31.87:1 • • - -
Net Worth• 1,268.99 276.97 (329.32) (1,069.71) 

Source: Annual Statements of Accounts. 

• 
Accounts of the Company for 2010- 11 have not been finalised so far (September 20 II ) . 
As the net wonh of the Company was negative, debt equity ratio has not been worked out. 
Net wonh represents Paid up Capital plus Reserve & Surplus minus Accumulated Losses 
minus miscellaneous expenditure yet to be written off (deferred costs). · 
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Accumulated losses 
of the Company 
increased by 62.41 
per cent from 
~ 5,980.52 crore 
in 2006-07 to 
~ 9,712.75 crore in 
2009-10. 

It may be seen from the above that the accumulated losses of the Company 
increased by 62.41 per cent from~ 5,980.52 crore in 2006-07 to~ 9,71 2.75 
crore in 2009-10. Further, the Company had eroded its entire capital and 
reserves since 2008-09. The main reasons for thjs state of affairs were, hjgher 
level of sub-transmjssion and djstribution losses, unplanned purchase of power 
through short term arrangements at exorbitant rates and the Company's failure 
to carry out the projects in time, besides huge borrowings involving heavy 
interest liability. 

SLNo 
1. 
(i) 

(ii) 

2. 
(i) 
(ii) 
(iii) 

3. 
(a) 
(i) 
(ii) 
(iii) 
(iv) 

(b) 
(i) 

(ii) 

(iii}_ 
(iv) 
(v) 

(c) 
4. 
5. 

6. 
7. 
8 
9. 
10. 

2.2.6 The particulars of cost of electricity vis-a-vis revenue realisation per 
unit therefrom are indicated below: 

~in crore) 
Deacriplioa 2116-07 ~ .. 1JIII.It .,. .. 
Distribution (ln MUs) 
Own Generation 22,536.78 23,944.33 25,192.80 25.901.73 
Purchase of power 13,726.53 16,973.77 14,850.50 14,336.33 
Total power avai lable for sale 36,263.3 1 40,9 18. 10 40,043.30 40,238.06 
Less: Transmission & Distribution losses 8,367.09 8,796.27 7,416.02 7,888.00 
Net power sold 
Power sold within State 26,617.04 30,242.90 29,809.60 3 1,933.93 
Power sold outside State 1,279.18 1,878.93 2,817.68 4 16.13 
Total netpower sold 27,896.22 32, 121.83 32 627.28 32,350.06 
Income 
Revenue from Sale of Power 7,030.96 7,913.14 9,010.34 8,694.72 
Revenue subsidy & grants 1,423.8 1 2,848.42 2 601.8 1 3,144.30 
Other income 254.03 321.33 303.04 371.00 
Total Income 8,708.80 11,082.89 11,915.19 12,210.02 
Expenditure on Distribution or Electricity 
Fixed cost 
Employees cost 1,751.48 2,035.27 2,202.05 2,496.7 1 
Administrative and General expenses 59.20 69.71 70.96 75.40 
Depreciation 603.79 665. 15 693.73 797.00 
Interest and finance char_g_es 884.29 863.62 1,194.59 I 329.61 
Total fiXed cost 3,298.76 3,633.75 4,161..33 4698.72 
Variable cost 
Cost of generation of power 2,448.53 2,645.56 3,17 1.49 3,642.79 
Purchase of Power 4, 164.49 5,805.08 4,936.00 4,386. 17 

Electricity Duty-
Transmission!Wheclin~t Charges 162.52 215.29 248.05 267.02 
Repairs & Maintenance 267.66 274. 14 317.37 360.20 
Other Expenses (-)6.77 .. (-) 10 1.33 .. 122.05 156.64 
Total variable cost 7 036.43 8838.74 8794.96 8 812.82 
Total cost 3(a)+(b) 10,335.19 12 472.49 12,956.29 13.511.54 
NetProfiU~)(2-3) (1626..39) (1389.60_1 (1041.10) (1301.52) 
Realisation ~per unit) (including revenue 3.12 3.45 3.65 3.77 
subsidy) 
FiAed cost (J per unit) 1.18 1.1 3 1.27 1.45 
Variable cost~ per unit) 2.52 2.75 2.70 2.73 
Total cost per unit (in ~) (6+ 7) 3.70 3.88 3.97 4. 18 
Contribution (5-7) ~ per unit) 0.60 0.70 0.95 1.04 
Profit (+)!Loss(-) per unit (in ~) (5-8) (-) 0.58 (-) 0.43 _1-) 0..32 (-)0.41 

Source: Annual Statements of Accounts. 

Electricity Duty has not been considered as variable cost since the same is collected from 
the consumers and paid to the State Government. 
The ligures are negative due to prior period adjustments. 
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It may be seen from the above that though the realisation per unit increased 
from ~ 3. 12 to ~ 3. 77 during the period 2006- I 0 (20.83 per cent), the cost per 
unit increased from ~ 3.70 to~ 4. I 8 ( 12.97 per cent) during the corresponding 
period. Further, the contribution per unit had increa ed by 73.33 per cenl from 
~ 0.60 to ~ 1.04 during the period 2006- I 0. However, due to increase in fixed 
cost consisting of employees cost and interest payments, the impact of 
increase in contribution could not resu lt in profits. 

It was also evident from the above table that cost of generation and purchase 
of power, employees cost and interest and fi nance charges constituted the 
major e lements of co t in 2009- I 0 which represented 59.42, 18.48 and 9.84 
per cent of the tota l cost in that year. On the other hand, sale of power and 
subsidy compensation from the State Government constituted the major 
e lements of revenue in 2009-10 which represented 7 1.21 and 25.75 per cent of 
the totaJ revenue. 

Recovery of cost of operations 

2.2.7 The Company was not able to recover its cost of operations. The 
profit/loss per unit during the last four year ending 2009-10, is given in the 
graph below: 

7 
6 
5 
4 
3 
2 
1 
0 

·1 
·2 
·3 
·4 
·5 

2006-07 2007-()8 

0 Realisation per Unit 

2008-()9 2009-10 

• Cost per Unit 0 Profit/ Loss per Unit 

It may be seen from the worki ng results that there remai ned a revenue gap of 
~ I ,626.39 crore in 2006-07 (even after including revenue subsidies & grants 
and other incomes), which decreased to ~ I ,30 I .52 crore in 2009-10. The 
persistent revenue gap need immediate attention of the State Government for 
necessary remedial action. The main rea ons for high cost of energy as 
compared to the revenue from sale of power were high T &D losses, huge 
employees cost, teep increase in interest & finance charges and purchase of 
power at high cost. 

. • , ' . - t'-""-\r 

' ·, .'.... ~ - ... :J::J. _ .... t~rlf•~ 

2.2.8 We explai ned the audit objectives to the Company during an 'Entry 
Conference' he ld on 19 January 2011 . Subsequently audit findi ng were 
reported to the Company and the State Government in May 20 11 and August 
201 I and discus ed in an ex it conference held on 26 August 20 II in which 
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The Company failed 
to add the 
distribution capacity 
to match with the 
pace of growth in 
connected load. As 
compared to 39.09 
per cent growth in 
connected load, the 
distr ibution capacity 
increased by only 
32.13 per cent during 
2006-11. 
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Director (Distribution), Chief Engineer (RE&APDRP) and Chief Engineer 
(Metering) attended from the Company side. The Company replied to the audit 
findings in August 20 11. The views expressed by the management have been 
considered while fina lising the review. The audit findings are discussed in the 
subsequent paragraphs. 

2.2.9 The Power Distribution Company in the State is required to prepare 
long term/annual plan for creation of infrastructural facilities for efficient 
distribution of electricity so as to cover maximum population in the State. 
Besides the upkeep of the existing distribution network, additions in 
distribution network are planned keeping in view the demand/connected load, 
anticipated new connections and growth in demand based on Electric Power 
Survey. Considering physical parameters, Capital Investment Plan are 
submitted to the State Govemment/SERC. The major components of the 
outlay include normal development and system improvement besides rural 
electrification and strengthening of the IT enabled systems. 

The number of consumers and the connected load during 2006- 11 are given 
below: 

2005-06 2006-Q7 2007-08 2008-09 2009-1 0 201 0-11 

• Consumers (in lakh) [] Connected Load in Gigawatt (GW) (I GW = I 000 MW) 

While the system improvement and rural electrification chemes have been 
dealt with separately in the subsequent paragraphs, the particular of 
distribution network planned vis-a-vis achievement thereagainst in the State as 
a whole is depicted in Annexure 8. It may be seen from the annexure that 
against the planned additions of 525 sub-stations over the audit period, only 
136 substations were actually added. Further, during the audit period, the 
Company bad not fixed any targets for addition of 11 KY distribution 
transformation capacity, HT lines and LT line . The ideal ratio of 
transformation capacity to the connected load is 1: I. As compared to the 39.09 
per cent growth in connected load from 19,688 MW (equivalent to 22,373 
MYA ')in 2006-07 to 27,385 MW (equivalent to 31,119 MV A rat 0.88 Power 
Factor) in 2010-11 as depicted in the graph, the distribution tran formers 
capacity increased by only 32. 13 per cent from 15,287 MY A to 20,199 MY A. 
Thus, the increase in distribution transformers capacity did not match with the 

T I MYA = MW/ 0.88 
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pace of growth in: connected load .. At the connected load of 27,385 MW as of 
March 2011, the requirement of transformers capacity would be 32,757 MVA 

· after coqsidering the requirel.Ilent of spin reser\te of 5 per cent. After giving 
allowance for the maximum load· of 80 per cent at which transformers can 

., . function innormal manner, the require9 transfoi:Jp.ers capacity would work ·out 
to 40,946 MVA. However, the actUalcapacity·by the end'ofMarch 20U was 

. only 20,199 MV A (49:33 per cent). This led to overloading. of network and 
.· · ·. failure to provide reliable electrici!Y• besides failure to reduce the transmission 

· losses. 

I 

Instances of irregularities in the implementation of development work as 
noticed, are discussed below: 

Conversion of 11 KV 3 phase 4 wire system to 3 phase 3 wire system 

. 2.2.10 Urban pattern of supply (UPS) with 3 phase 4 wire system was being 
·provided to the villages in~ the State. Under this system, after completion of the 
scheduled three phase supply hours to .the agricultural tubewells, the cottage 
industries and rural water supply pumps in the villages were deprived of the 
three phase. supply as. the tubewells load was· connected to the 3 phase feeders 
and the generai load of the villages was connected to the fourth wire. Further, 

. such feeders remained energised from the substations for 24 hours and it · 
provided a means to the AgricultUral Pumpset consumers to indulge in theft of 
energy by running their · t:ubewell motprs even ~ter the scheduled hours of 
power' supply, In order to mitigate this problem, the Company.· decided 
(October. 2006) to convert the :? ·phase 4 wire system into 3 phase 3 wire 
system of UPS to 2,391 villages and 991 rural water works. on turnkey basis 

· instead ofdoirig departmentally due to shortage of manpower. The Punjab 
Rural Developm~nt Board (PRI;:>B) agreed to gt"ant ~ 1,30 crore out ofwhich 
-~ 65 crore was released in July 2008 for'this purpose. 

The Company issued (March 2008) t\vo wor}( orders to Genus Infrastructure 
Limited, Jaipur (Gil.,) in two Distribution Circles and 13 work orders to 
fustrumentation Limited, Lucknow (ILL). in the remaining Distribution Circles 

. (except City·Circle, Amritsar). These works were required to be completed by 
October _2008, but subsequently on the request of the firms, the period was. 
_extended upto 30 Jurie' 2009. Due to dismal performance of ILL, the Company 
cancelled (August 2009) the Work order and decided to carry out the works 
departmenta).ly or through outsourcing. Subsequently; on the representation 
(October 2009) of the'rrrm thatit was a Governnient Company and would be 
able to do the work if the . scope was reduced, the Company . te-allotted 
(February 2010) the work in 7 Circles f~r completion by 3l March 2010. The 
finn could complete (June 2010)the work of only 53 (6.82 per cent) rural 
water works out of 777 rural water works and 54 (3 per cent) villages out Of 
1,806 villages allotted to it. Consequently, the Company cancelled (September 
20101 there"allotted ~ork order and the frrm was blacklisted and a penalty of 
~ 4.84 crore was charged to the firm. The balance' works were taken up 
. departmentally. 
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We observed that ILL was allowed to pHe up the material at s:ite without 
linking it with the proportion. of completion of work which was against the 

-prudent commercial practices. Further, keeping in view the dismal 
performance of the finn, the Company should have considered the desirability 
to cancel the work at the earlier stages. Thus, due to lack of proper monitoring 
an.d non taking of timely remedial meas~res, the Company failed to mitigate 
the problem of theft of energy. Besides,_ the funds of more than ~ 23 crore 
(value of un.utilised material pHed up in stores) remained blocked for more 
than. two years. 

GIL also could complete the work of only 403 (69.24 per cent) villages out of 
582 villages and 138 (64.49 per cent) rural water works out of 214 rural water 
works by March 20 11· and the remaining works were in progress. 

Thus, the Company U:pto March 2011, was able to complete the work of only 
575of, (24.05 per cent) out of tot312,391 vinages (including three villages not 
allotted to these two firms) and 227° (22.91 per cent) out of 991 rural water 
works and incurred ~ 73.25 crore .as against the first installment of ~ 65. crore. 
Thus, the Company incurred ~ 8.25 crore out of its own funds as it failed to 
recover the second installment of grant of ~ 65 crore from the PRDB due to 
not taking up the matter for release of remaining gran.t (July 2011). 

Conversimm .of Low Voltage Distribution System to High Voltage 
D_istribution system 

2.2.U The Company decided (June 2006) conversion of the existing LT lines 
Low Voltage Distribution System (L VDS) to 11 KV High Voltage 
Distribution System (HVDS) in respect of 9.30 lakh Agriculture Power (AP) 
connections to improve the vohage profile, reduce theft of energy and to 
reduce the LT line losses etc. The Company submitted (July - September 
2006) 46 schemes at an estimated cost of~ 2,387 crore to Rural Electrification. 
~orp.oration for sanction of loan, out of which REC sanctioned (September -
November 2006) ~ 2,176.30 crorefor 40 schemes. · 

][n the first phase, the Company placed (October 2007) 16 work orders 
(relating to 6 schenies) on turnkey basis at a cost of~ 592 crore for conversion 
of 81,253 AP connections. These works were to be completed by May 2008. 
These were, however, delayed due to non-dearance of sketches· and non 
supply of complete d_ata by the operation divisions for determining the actual 
requirement of DTRs, non execution of work due to presspre of Kissan. Union 
an.d disputed cases requiring Company's intervention. Consequently, the 
completion period was extended upto March 2009. 

As per the condition of sanction of the loan by REC, a third party evaluation 
had to be carried out on C9mpletion of the schemes to ascertain the vohage 
profile, reduction in ·line losses and increase in power factor after conversion· 

.-

Including the work of 118 villages done departmentally . 
. Including 36 rural water works completed departmentally .. 
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to HVDS. The works were completed in May 2009, but the work order for 
third party evaluation was placed only in August 2010 after a delay of 14 
months. Though the . evaluation work was to be completed within 4 months, 

· . the final report was still awaited (May 2011). In absence of evaluation reports 
of the scheme; performance . of the distribution system ·after conversion of 
L VDS to'HVDS could notbe ascertained in audit. • 

Twenty five work orders (relating to J 9 schemes) urider the second phase were 
placed (December 2009) at a cost of~- 639.52 crore for conversion of 1,08,377 
connections. The works .were required to be completed within 13 months i.e. 
January 2011. In the meanwhile, in orderto reconcile the irregularities in the 
AP load, the Company introduced. Voluntary Disclosure Scheme (October 
2009) due to which· the requirement of transformers of higher ratings 
increased. The Company failed to keep pace with.the increased requirement of 
transformers of higher ratings and consequently delayed the implementation of 
the scheme of conversion: of L VDS to HVDS system. 

We observed that even after the lapse of about five years, the Company 
considered only 1.90 lakh conn~ctions and was able to convert (March -2011) 
1.821akh connections thereagainst from LVDSto HVDS, out of the total 9.30 
lakh comi~ctions by incurring ~ 956.10 crore. The schemes to convert the 

· remaining 7.40 lakh connections"' were ~ot considered/executed and the 
Company could not avtil the loan of-~ 944.78 crore out of ~ 2,176.30 crore 
~auctioned by REC. The Company has also not evaluated the success/benefits 
of the scheme. 

The Management stated- (August 2011) .that conversion of remanung 
connections. was highly cap~ tal inte:n,sive and the Company was doing cost 
benefit analysis before taking any decision. The reply is not acceptable as the 
cost benefit analysis should have been done before taking up the scheme. 

Shifting of meters outside the pre111ises ·of the consumers-· . 
. . - . . . -

( 

2.2.12 With a view to reduce the T & D losses; the Company. approved (June 
2006) a Project for shifting of meters of the consumers¥ ~utside their premises 
in Pillar Boxes/Meter ~()XeS on pole or outer c>wall through outsourcing. The 
Detailed Project Reports (DPRs) for 19 schemes of consumers, which were 
not covered under Restructured· Accelerated Power. Development and Reforms 
Programme (R-APDRP) schemes for shifting of meters were framed in July 
2009 at ali estimated cost of~ 697 crore. Under the scheme, 90 per cent funds 
ofthe totatcost of the projects were to. be funded by the REC as a loan and 10 
per cent funds were to be arranged by the Company itself. The investment was · 
expected to payback in 2 to 3 years due to saving ofT & D losses. 

The Company took about eight months to decide whether to execute these 
schemes departmentally or through outsourcing and finally decided . (March 

"" This also includes connections to be covered unoer the remaining 15 schemes. 
¥ · Domestic Supply (DS), Non Residential Supply (NRS), Small Power (SP) & Medium 

Supply (MS) . - . 
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2010) to execute these schemes on turnkey basis. Work orders for the e 
scheme at a total co t of ~ 684.47 crore were issued (June/July 2010) for 
shjfting of meter of 32.14 lakh consumers. The entire project was required to 
be completed withln even month i.e. by February 2011 wruch was 
subsequently extended to December 2011 and upto March 20 11 , only 9.06 
lakh meters (28. 19 per cent) out of the total 32. 14 lakh meters were shi fted by 
incurring ~ 83.07 crore. We observed that the delay in overall execution of the 
project was mainl y due to delay of nearly three years from June 2006 to July 
2009 on account of inaction/indecisiveness of the Company regarding the 
mode of execution of the work. Non-availability of material in ti me, change in 
scope of work. delay in approval of ketches by the Company and resistance 
by the con umer contributed for delay subsequent to the issue of work orders. 

The Management stated (August 201 1) that work of shifti ng was quite labour 
intensive and volume of work very large and there was lack of trained labour 
in the market. The reply is not acceptable since the work is mainly being 
carried out by out ourcing. 

Rural Electriftc:ation 

2.2.13 The National Electricity Policy states that the key objective of 
development of the power sector is to supply electricity to all areas including 
the rural areas for wruch GOI and the State Governments would jointly 
endeavour to achieve tills objective. Accordingly, Rajiv Gandhi Grameen 
Vidyutikaran Yojna (RGGVY) was launched in March 2005, which aimed at 
providing access to electricity for all households in fi ve years for which 
Government of India provided 90 per cent capital subsidy for thi cheme and 
10 per cent of the cost of project to be contributed by the Company. 

Besides, the GOI notified the Rural Electrification Policy (REP) in August 
2006. The REP inter-alia aims at providing access to electricity for all 
hou eholds by 2009 and Minimum li feli ne con umption of one urut per 
household per day as a merit good by the year 2012. The other RE chemes 
viz., Accelerated Electrification of one lakh villages and one crore hou ehold, 
Mirumum Needs Programme were merged into RGGVY. The features of the 
erstwrule 'Kutir Jyoti Programme' were also suitably integrated into thi 
scheme. Rural Electrification Corporation (REC) was notified as the nodal 
agency for implementation of this scheme. 

Since all the 11,840 villages of Punjab (as per 200 I census) had already been 

54 



Due to 
underutilisation of 
first instalment, the 
Company couJd not 
receive the balance 
grant of ~ 108.15 
crore from the 
GO I. 

Chapter II Performance audit relating to Government Companies 

electrified· , upgradation of rural electricaJ infrastructure and providing 
electricity connections to Below Poverty Line (BPL) house holds wruch have 
no electricity connection was taken up with REC under RGGYY scheme. For 
upgrading the rural electrical infra tructure in aJI the districts, 17 schemes for 
erecting 7,014 pole mounted 25 KVA substations and providing l.49EB lakh 
single point free electricity connections to the BPL households were 
sanctioned (March 2008) by REC at a cost of ~ 154.59 crore, which was 
subsequently increased (August 2008) to~ 183.9 1 crore. 

The Company received funds of~ 57.37 crore ~ 46.89 crore in October 2008 
and ~ 10.48 crore in March 2009) from GOI through REC as first instaJment. 
However, it could utilise only ~ 26.16 crore ( 45.60 per cent) up to March 2011 
as detailed under: 

~in crore) 

57.37 57.37 1.62 55.75 
2009- 10 55.75 55.75 13.38 42.37 
2010- 11 42.37 
TOT 

Due to underutilisation of first installment, the Company could not receive the 
balance grant of~ 108. 15 crore v from the GO I. 

Seventeen work orders for execution of aJl the schemes on tum-key basis were 
awarded (August 2008) through competitive bidding to KLG Systels Limited , 
Gurgaon (KLG). A per the terms and conditions of REC, the schemes were 
required to be completed within two years from the date of relea e of first 
instaJment i.e. by October 2010. However upto March 20 11 , KLG could 
complete only 0.60 lakh (40.27 per cent) BPL service connections out of 1.49 
lakh and instaU only 2,108 (30.05 per cent) pole mounted 25 KVA substations 
out of 7,014 substations awarded to it. Due to dismal performance of the firm, 
the balance work orders were cancelled (March 201 1) and the Company 
decided to carry out the remaining work departmentally. 

We ob erved that due to poor monitoring, the Company not only failed to 
ascertain the mismanagement, lack of manpower, non issue of materiaJ to 
labour, and non erection/commissioning of 25 KV A distribution transformers 
by the f1rm but also could not take remedial action for completion of the work 
in time. We further observed that the Company even failed to initiate action 

A village is clas ified as electrified based on certificate issued by the Gram Panchayat 
certifying the creation of basic infra tructure, provi ion of electricity to public places in 
the village and electrification of at least 10 per cent of the total number of households in 
the vi llage. 

e The e were non-electrified BPL households out of total 3. 18 lakh BPL households in the 

v 
State. 
Capital subsidy of~ 165.52 crore (Total cost of Project : ~ 183.91 crore x 90 per cent) 
minus~ 57.37 crore received from GOI. 
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for finalisation of Rural Electrification Plan, which speaks of absence of 
proper planning. 

The Management stated (August 20 II ) that balance work would be completed 
at the risk and cost of the firm. The reply is not acceptable as there was no risk 
and cost clause in the work order placed on the firm . 

Accelerated Power Development and Reforms Programme 

2.2.14 The GOJ approved (June 2003) the Accelerated Power Development 
and Reforms Programme (APDRP) to leverage the reforms in power sector 
through the State Government. This scheme wa implemented with the 
objectives of upgradation and strengthening of sub-transmission and 
distribution system, energy accounting and metering etc., for which GO! 
provided 50 per cent of the cost in the form of 25 per cent grant and 25 per 
cent loan and the remaining 50 per cent wa to be arranged by the Company. 

The Ministry of Power (MoP) approved (October 2002-September 2005) 26 
schemes for 23 towns and three circles (Patiala, Khanna and Mohali) in 
Punjab at an outlay of~ 715.57 crore. These chemes were to be completed 
within two years from the date of their approval. However, no scheme was 
completed within the scheduled periods and continued till February 2009. 
These chemes were clo ed due to launching of the R-APDRP scheme in July 
2008. Between 2002-03 and February 2009, the Company had received 
~ 202.67 crore from MoP as grant and~ 232.76 crore from REC as matching 
fund loan and incurred an expenditure of~ 462.74 crore under these schemes 
as per detail given below: 

(~ in crore) 

Year Funds released by Funds Funds Balance 
available utilised Available 

GOI REC 
Upto 2006-07 202.67 . 211.60 4 14.27 369. 10 45. 17 
2007-08 - 16.92 62.09 39.48 22.61 
2008-09 - 4.24 26.85 54. 16+ -
Total 202.67 232.76 462.74 . 

Source: Statistical daUI provided by tire Compa11y. 

Scrutiny of records howed that the Company failed to achieve the targets 
relating to distribution transformers' metering, installation of LT capacitors, 
replacement of breaker , construction and augmentation of substations, feeder 
metering and upgradation of the overloaded feeders under APDRP. There 
were igruficant shortfalls in achievement of the targets as detailed below: 

~ 23.93 crore released by lhe GOI in March 2007 were not transferred to lhe Company by 
lhe State Government immediately but tran ferred in August 2009. 

• ~ 27.3 1 crore were incurred by the Company from its own ource . 
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SLNo. Item T~ Adlievemeat Pen:eo~ 
I. Metering (Nos.) 

Distribution Transformers' metering 31,308 13,710 43.79 
Feeder metering 889 814 91.56 

2. Capacitors (KVRs) 
LT 16,716 2,856 17.09 

3. Renovation and modernisation of Grid Substations (Nos) 
Replacement of 33/66 KV breakers 190 134 70.53 
Replacement of II KV breakers 633 379 59.87 

4. Sub t ransmission Works_(_Nos) 
New 66 KV Grid 42 27 64.29 
Augmentation of capacity of Sub 30 25 83.33 
Stations 

5. Renovation and modernisation of Distribution Works 
I 1 KV linesJCircuit Kms~ 3,666 2,409 65.71 
L T lines (Circuit Kms.) 2,471 854 34.56 
Feeder upgradation (Nos.) 607 100 16.47 . . Source: StatistiCal daJa provided by the Company . 

The above table showed that implementation of APDRP was tardy in respect 
of some activities. We observed that this state of affairs was due to: 

• Lack of proper system of monitoring of implementation of the 
programmes. 

• The admini strati ve intervention under APDRP by way of designating 
the Distribution Circles as independent profit centres and feeders as 
business units for ascertaining the accountability and fix ing the 
responsibility for non-achieving the targets was not implemented at aJ I. 

• Due to inadequate distribution· transformer metering and feeder 
metering, computation of energy sent was made on assessment basis, 
adversely affecting the veracity of the source data for computation of 
the aggregate, technical and commercial (AT&C) losses. 

• Due to non installation of capacitors, non replacement of breakers and 
non augmentation of the distribution system as targeted, the Company 
fai led to reduce the AT&C losses to the desired extent. The AT&C 
losses in eight out of 23 towns covered under APDRP increased after 
implementation of the scheme. 

• Against the prov ision of ~ 64.3 1 crore for various IT packages, only 
~ 8.57 crore ( 13.33 per cent) were spent mainly on purchase of 
computers. Under uti lisation of the funds in respect of IT enabling 
acti vities such as consumer indexing, digital mapping, automated 
meter reading, data Joggers etc. contributed to non implementation of 
effecti ve and meaningfu l energy accounting and audi t. 

The Management stated (August 2011 ) that delay in implementation of 
APDRP project was mainly due to unrealistic DPRs and lack of experience in 
execution of projects. The reply was not acceptable as it was open to the 
Company to take the help of consul tants and experts for the. preparation of 
DPRs and imparting training to their staff. This speaks of Jack of 
preparedness, defective planning and inadequate internal control mechanism. 
The Company should have taken measures to en ure completion of the 
projects in time and optimum utilisation of the grants for development works. 
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2.2.15 In order to carry on the reforms further, GOI launched the Restructured 
APDRP (R-APDRP) in July 2008 as a Central Sector Scheme for XI Plan 
(2007-12). The R-APDRP scheme comprises Part A and B. Part A is dedicated 
to establishment of IT enabled system for achieving reliable and verifiable 
baseline data system in all the towns, besides installation of 
SCADA •/Distribution Management System (OMS). For this, 100 per cent 
loan was to be provided by GOI which was convertible into grant on 
completion of the programme and verification of the same by the third party 
independent evaluating agencies. Part B of the scheme deals with 
strengtherung of regular sub-transmission and distribution system and 
upgradation of the projects. The Power Finance Corporation (PFC) was the 
nodal agency for the implementation of thls scheme. 

Financial Performance 

The details of the funds released by GOI and utilisation thereagainst under the 
R-APDRP are depicted below: 

2009-10 81.85 81.85 
2010- 11 150.40 18. 19 132.21 87.91 

Source: Statistical dalil provided by the Company. 

The above table revealed that the Company received (December 2009- April 
20 I 0) ~ J 50.40 crore ~ 81.85 crore for Part A and ~ 68.55 crore for Part B) 
as first installment of the sanctioned loans. The Company could not utilise 
these funds immediately as it took more than rune months (July 2009 to April 
201 0) for selection of a firm for implementation of Part-A of the programme. 
The Company aJso failed to make necessary modifications in the sanctioned 
DPRs in time resulting in non tendering of works for implementation of Part-B 
of the programme. Consequently, the Company was able to utilise only 
~ 18.19 crore (12.09 per cent) upto March 201 1. The remairung funds . 
~ 132.21 crore) were parked by the Company in fixed deposits. Against these 
fixed deposit, the Company availed 95 per cent overdraft for its working 
capital requirement by way of diversion of funds. Further, the Company also 
incurred loss of interest of~ 40.14 lakh on the remaining 5 per cent portion 
~ 6.61 crore) of the parked amount as it earned interest on fixed deposit at the 
rates ranging from 3 to 9.41 per cent as against the interest payable at the rate 
of 11 .5 per cent per annum on the sanctioned loans. 

Thus, due to the Company's inefficiency and abnormal delay in tendering and 
revision of the DPRs etc, it could not utilise the GOI fund in time . 

• Supervisory control and data acquisition system. 
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The Management stated (August 2011) thatthe loan amount sh~l be utilised 
by 31 March 2012, The reply is not convincing as at the present pace of 
progress of the work, itis apprehended that the overall project would not be 
completed 1n time~ 

(a) Establishment of IT enabled system (Part A) 

Part-A of the R-APDRP scheme is dedicated to establishment ofiT enabled 
system and SCADA/I)istribution Man~,~.gement System (DMS). Under this 
part, the GOI cleared(June2009) the DPRs for47 towns at a cost of~ 354.H 
crore. Spanco Ltd., Gurgaon was appointed (April 2010) for implementation 
of the IT infrastructure in these towns at a cost of ~ 284.06 crore. The pilot 
project (consisting of data centre) was to be implemented within 12 months 

. from the date of award of contract. For all the other identified project areas, 
implementation was to be completed within 18 ·months from the date of award 
of contract. However, the fmn had completed only 'site survey of the 47 towns 
so far (April2011). Out of the 47 towns, 3 towns viz. Jalandhar, Ludhianaand 
Amritsar were selected for implem~ntation of SCADA/DMS projects. North 

· Dellhi Power Liri:rited, New Delhi was engaged as a consultant (August 2010) 
at a cost of~ 55.50 lakh for implementation of SCADA/DMS. Preparation of 
DPRs for the three cities were in progr~ss (March 2011). As aU the works are 
required to be compl~ted by June· 2012 and installation of SCADA/DMS 
system was still at the stage of preparation of DPRs, it is apprehended that this 
would result in delay of completion of the overaU project. 

The Management stated (August 20H) that delay was due to 
obstacles/difficulties · faced by the Information Technology Implementing 

.. Agency (ITIA) as skille~ manpower/equipment was not available with them 
for Geographical Jnfotlmi.tion System (GIS) survey ·activity being labom 
intensive. The reply is; not ·acceptable smce as per terms and conditions of the 
c6ntract ITIA agency was required to . arrange equipment . and skiHed 
manpower to ensure completion of work within the scheduled time. 

(b) Strengthening ofsub-transmissi10n .and distll"ibution systems (Part R) 

The focus in this part was on reduction of A'f&C losses on sustainable-basis. 
As per terms of the scheme, 25 per centloan is to be provided by GOI and 
upto 50 per cent of .loan is convertible to grant depending on extent of 
maintaining AT &C loss level at 15 per cent level continuously for five years. 

·The Company prepared (February. 2010) 47 .schemes for· ·renovation, 
modernisation, strengthening of · 11 . KV level · sub-Stations; transformers, 
reconductoring of line's, load bifurcation, feeder separation, load balancing etc. · 
for 47 towns selected. for Part-A. As per guidelines, the Company was required 
to submit DPRs· in two parts i.e. Part-A and· Part-B for each project area .. The 
Company, however, subrilltted (February 2010) 47 schemes for. 47 towns for 
Part-B after a delay of seven months from the date of submission of DPRs for 
Part:..A. MoP cleared '(March 2010) 15 schemes at a cost of~ 511.83 crore 

··against which the Company after a delay of more than one year (June/July 
_2011) had· placed work. orders only for shifting of meters outside the 
consumers' premises ·a.nd replacement of LT bare conductor with new cable 
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for a value of~ 83.45 crore ( 16.30 per cent of total cost of project). We 
observed that as completion of SCADA in Part-A depends upon completion of 
Part-B, the slow progress of Part-B works would affect the outcome of the 
overal l project. 

(c) Aggregate Technical & Commercial losses 

One of the prime objectives of R-APDRP scheme was to strengthen the 
distribution system with the focus on reduction of Aggregate Technical & 
Commercial losses on sustainable basis. However, the Company had not yet 
evolved any system for segregation of the technical and commercial losses 
through energy audit at all levels. 

Consumer metering 

2.2.16 According to the Electricity Act, 2003, it was mandatory to have lOO 
per cent metering of all the electricity connections including the Agricultural 
Pumpset (AP) connections. PSERC in its tariff Order 2010-11 also directed 
the Company to comply with the requirement of the Electricity Act, 2003 
(Act) without further delay. 

The Company had attained 100 per cent metering in respect of all the 
consumers except the AP consumers. Percentage of achievement against the 
requirement of installation of meters to make it 100 per cent metering and 
meters actual ly in talled during 2006-11 ranged between 12.23 per cent to 
27.36 per cent as shown in Annexure-9. The Company had not fixed any 
targets for installation of meters on AP consumers. 

Operatioaal eflldency 

2.2.17 The operational performance of the Distribution Companies is judged 
on the basis of avai lability of adequate power for distribution, adequacy and 
reliability of distribution network, minimising line losses, detection of theft of 
e lectricity, etc. These aspects are discussed below. 

Purchase of Power 

2.2.18 The demand for energy has been increasing year after year in the State 
due to economic and social development. Assessment of fu ture demand and 
requirement of power is calculated on the basis of past consumption trends, 
present requirement, load growth trends and transmission & distribution losses 
and its trend. PSERC approves the sources for purchase of power and 
purchase cost based on the estimates given in the Annual Revenue 
Requirement (ARR) of the Company. 

The detai ls of demand for power assessed on the basis of the 17 1hEJectric 
Power Survey (EPS), purchase of power approved by PSERC and actual 
power purchased during the period 2006- 11 are as under: 
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(Million Units) 

Year Demand Approved by PSERC Actual power Shortage Excess(+)/ 
assessed used shortfaU (-) 
in EPS Own Purchase Total Own Purchase in purchase 

gener of power gener of power of power 
ation ation against 

approved 
(1) (2) (3) (4) (5) (6) (7) (8)= (9)= 

(2-6-7) (4-7) 
2006-07 4 1,639 22,415 12, 181 34,596 22,536 13,727 5,376 (+) 1,546 
2007-08 44,868 23,788 14,260 38,048 23,944 16,974 3,950 (+) 2,7 14 
2008-09 48,347 25,061 13,602 38,663 25, 192 14,85 1 8,304 (+) 1,249 
2009- 10 52,096 25,741 14,336 40,077 25,902 14,336 11 ,858 -
2010- 11 56,136 25, 174 17,181 42,355 25,864 14,754 15,518 (-) 2,427 

(Provisional) 

. . 
Source: Tariff Orders 1ssued by the PSERC and statiStical data suppllell by the Company . 

The Company was 
not able to meet the 
requirement of power 
in the State and 
power deficit increased 
by 188.65 per cent from 
5,376 MUs in 2006-07 
to 15,518 MUs in 
2010-11. 

It may be een from the above table that the Company was not able to meet the 
requirement of power in the State and the power deficit increased by 188.65 
per cent from 5,376 MUs in 2006-07 to 15,518 MU in 20 I 0- 11. To bridge the 
gap, the Company entered into short term power purchase agreements with 
various agencies viz., Central PSUs, Independent Power Producers (IPP), etc. 
be ides resorting to unscheduled interchange purchases on need basis. The 
break-up of the total power purchased was as follows: 

2006-07 2007-08 2008-09 2009-10 2010-11 

• Long-term & Banking II Short-term o l.klscheduled Interchange 

The source-wise purchase of power during the review period is given in the 

Annexure 10. 

It may be seen from the above graph and annexure that out of 74,642 MUs 
power purchased during 2006-11, 16,764 MUs (22.46 per cent) was in the 
form of overdraw! from the grid and short term power purchase. The 
overdrawal from grid and short term power purchases were made at ~ 4.69~ 
per unit and~ 6.22~ per unit re pecti vely as compared to long term sources at 
the rate of ~ 2.73~ per unit. To meet the deficit of power, the Company 
resorted to unplanned purcha e of power through short term and panic 
measures at exorbitant cost i.e. at an average cost of ~ 5.75 " per uni t, when its 
average realisation of revenue was~ 3.50" per unit of energy sold during the 
audit period. Had the Company resorted to well planned long term 

• 
Worked out on the basis of weighted average for 2006- 11 . 

Worked out on the basi of weighted average for 2006- 10. 
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arrangements of power purchase, the hort term purcha e of power at high co t 
of ~ 5,062.73t crore incurred during 2006-1 1 could have been reduced 
considerably. 

We observed that the total supply even after purchase of power from other 
sources was not sufficient to meet the peak demand a depicted below: 

Year Peak demand Peak demaDd met Peakdelldt 
CMW) (MW) MW Pen:entaae 

2006-07 8,9 17 6,558 2,359 26.46 
2007-08 8,672 7,340 1,332 15.36 
2008-09 8,773 7,428 1,345 15.33 
2009- 10 9,786 7,407 2,379 24.3 1 
20 10- 11 9,399 8,007 1,392 14.81 

Source: Statrstrcal data provtded by tire Company. 

There remained a peak demand shortfall ranging between I ,332 to 2,379 MW 
( 15 to 26 per cent of the peak demand) even after purchase of power. 
Consequently, the Company had to resort to rotational load hedding to the 
extent of 0.44 to 3.30 hours per day during 2006-11. 

Disallowance of power purchase cost 

We observed that due to insufficient transformation capacity, inadequate 
capacity of capacitor bank and heavy quantum of unmetered agricultural 
consumption, the Company cou ld not achieve the target of T&D losses 
prescribed by the PSERC and consequently, the PSERC during 2006-09 
disallowed~ I ,885.93 crore being the cost of 5,509 MUs purchased due to non 
achievement of the target of T&D losses prescribed by PSERC and duri ng 
2009-10, the PSERC disallowed~ 27.66 crore; due to purchase of 102 MUs at 
the rates more than the limits prescribed by the PSERC. An amount of 
~ 8.53 crore was also disallowed being the unscheduled interchange (UI) sur­
charges paid by the Company, in excess of the quantity asse sed by PSERC. 

The Management, while admitting the facts, stated (August 2011) that short­
term power purchase though could not be fully dispensed with, needs to be 
resorted to judiciously. 

The Company needs to plan purchase of power from the economical 
alternative sources and live within the limits approved by PSERC by 
controlling various costs and reducing losses. 

Sub-transmission & Distribution Losses 

2.2.19 The distribution sy tern is an important and es entia! link between the 
power generation sources and the ultimate consumers of electricity. For 
effici ent functioning of the system, it must be ensured that there are minimum 

Power purchased through overdrawl/ short term - 16,764 MUs x ~ 3.02 (~ 5.75 - average 
cost per unit of power purchased through overdrawUshort term - ~ 2.73- average cost of 
long term power purchase). 
Difference between the actual cost of power purchase and arrived at on the basis of limits 
prescribed by the PSERC. 
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lo ses in sub-transmission and distribution of the power. When energy i 
carried from the generation sources to the consumer , some energy is lost in 
the network. The losses at 33/66 KV transmission stations and lines are termed 
as sub-transmission losses, whi le those at l I KV and below are termed a 
di tribution lo se . The los es are computed based on the difference between 
the energy received by the Distribution Company and energy old to the 
consumers. The percentage of losse to power available indicates the 
effecti veness of Distribution system. The losses occur mainly on two counts, 
i.e., technical and commercial . The technical losses occur due to inherent 
character of the equipment used for transmitting and distributing the power 
and resistance o f the conductors through which the energy is carried from one 
place to another. On the other hand, the commercia l los es occur due to theft 
of energy, defective meter , drawl of unmetered supply, non billing etc. 

In accordance with Natio nal Electricity Policy notified by the Central 
Government in February 2005 and National Electricity Plan notified by the 
Central Electricity Authority in August 2007, the Company was req uired to 
draw up a time bound programme for segregation of the technical and 
commercial lo e through energy audit at all levels. We observed that the 
Company has not evolved any system for segregation of the aggregate 
technical and commercia l los es. Fur1her, the Company had no system to 
compute the T&D losses separately, in the absence of which the overall T&D 
losses were compiled on the basis of difference between the total power 
available for a le and the power actually sold. Reduction in the e lo es will 
be the mo t s ignificant tep toward making the Company financially self­
sustain ing. The importance of reducing the losses can be gauged from the fact 
that one per cent decrea e in losses could add ~ 150.1 3 crore§ to the revenue of 
the Company annua lly. The table below indicates the energy losses in the 
State as a whole for the last five years up to 2010- L I: 

{Million Units) 
SI. Particulars 2006-07 2007-08 2008-09 2009-10 2010.11 
No (provilllooal) 

I. Energy available for ale 34,984 39,039 37,226 39,822 39,909 
in the State" 

2. Energy sold r 26,6 17 30,243 29,810 3 1,934 32,740 
3. Energy losses ( 1-2}_ 8,367 8,796 7,416 7,888 7,169 
4. Percentage of energy lo ses 23.92 22.53 19.92 19.8 1 17.96 

{ (3/1 ) X I 00) • 
5. Percentage of losses allowed 20.75 19.50 19.50 22.00- 20.00 

by PSERC 
6 Excess losses (in MUs) 1,109 1,183 156 - -
7. Average realization rate per 3. 12 3.45 3.65 3.77 -

unit (in~) 
8. Value of excess losse (~in 346.0 1 408.14 56.94 - -

crore) (6 x 7) . . Source: Statrs llcal data provrded by tire Company . 

r 

Worked out on the basis of one per cent of energy available for sale during 2009-10 and 
average realisation rate per unit. 
The e figures exclude the figure of energy old outside State as the figures are not 
considered for calculation ofT &D lo ses. 
Percentage of losses allowed was increased to 22 during 2009- 10 on the basis of 
reassessment of consumption of AP consumers got conducted through an independent 
agency by the PSERC. 

63 



The ratio of 
transformation 
capacity to the 
total connected 
load ranged 
between 0.43:1 
and 0.46:1 as 
against the ideal 
ratio of 1:1. 

Report No.4 of20/0-II (Commercial) 

It would be seen from the above table that the T &D losses decreased from 
23.92 per cent in 2006-07 to 17.96 per cent in 2010-11. We observed that 
though there was a decreasing trend in T &D losses, these were still on the 
higher side as compared to the maximum level of 15.5 per cent (transmission: 
4 per cent and distribution : 11.5 per cent) fixed by the Central Electricity 
Authority. 

The main reasons for such high energy losses were insufficient transformation 
capacity, inadequate capacity of capacitor banks, low power factor, heavy 
quantum of unmetered agricultural consumers and theft of electricity etc. 

Inadequate transformation capacity 

2.2.20 Transformer is a static device installed for stepping up or stepping 
down the voltage in transmission and distribution of electricity. The energy 
received at high voltage (132 KV, 66 KV, and 33 KV) from the sub-stations of 
the Transmission Companie is tran formed to lower voltage (1 1 KV) at the 
33/11 KV and 66/11 KV sub-stations of the Distribution Companies to make it 
usable by the consumers. In order to cater to the entire connected load, the 
transformation capacity should be adequate. The ideal ratio of transformation 
capacity to the connected load is 1:1. The table below indicates the details of 
transformation capacity at 33/11 KV and 66/11 KV sub-stations and the 
connected load of the consumers in the State during the period from 2006-11: 

(in MVA) 
Year T1'8111fonution CODDeded Gap In Ratiof!l 

capacity load tnasformatloa tnasformation 
captdty c.padty to CODDeCted 

load 
2005-06 10,979 22,373 11 ,394 0.49: I 
2006-07 10,758 23,953 13,195 0.45: I 
2007-08 11,363 25,464 14,10 1 0.45:1 
2008-09 11,885 26,935 15,050 0.44:1 
2009- 10 12,61 I 29,470 16,859 0.43:1 
2010- 11 14,358 31, 11 9 16,76 1 0.46:1 .. Source: Stattsf1cal data provtded by the Compa11y. 

It can be seen from the above table that the ratio of transformation capacity to 
the total connected load ranged between 0.43:1 and 0.46:1. This represented a 
wide gap of transformation capacity. Such a high gap of transformation 
capacity leads to overloading of the system resulting in frequent tripping of 
power supply and adverse voltage fluctuations coupled with higher quantum 
of energy losses. The Company needs to take action for narrowing down the 
huge gap. 

Performance of Distribution Transformers 

2.2.21 The PSERC had not fixed any norm for the failure of Distribution 
Transformers (DTRs), in the absence of which the norm for the failure of 
DTRs adopted by the Power Grid Corporation of India Limited (PGCIL) has 
been considered. The details of actual DTRs failed in the State vis-a-vis this 
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norm and the expenditure incurred on their repairs is depic ted tn the table 
below: 

SI.No. Particulars 2006-07 2007-08 2008-09 2009-10 2010-11 
l. 

2. 

3. 

4. 

5. 

6. 

7. 

Number of DTRs at the 2,52,165 2,74,637 3,35, 194 4,03,6 19 4,72,238 
close of the year 
DTRs Failure (in 31,371 32,728 3 1,4 14 34, 171 36,540 
Number) 
Percentage of failures 12.44 11.92 9.37 8.47 7.74 
(2/lx 100) 
Norm adopted by 1.50 1.50 1.50 1.50 1.50 
PGCIL (in percentage) 
Exec s percentage of 10.94 10.42 7.87 6.97 6.24 
fai lure (3-4) 
Number of DTRs fai led 27,589 28,608 26,386 28,11 7 29,456 
in excess of norms 
(2-( I x 1.5%)) 
Estimated expenditure 34.13 41.24 46.63 46.30 55.49 
on repair of failed 
DTRs ~in croref 

. . 
Source: StatiStical data provtded by the Company . 

It may be seen from the above table that though there had been reduction in 
the percentage of fai lure rate of DTRs, it was still higher than the bench mark 
of 1.5 per cent. Scrutiny of records revealed that out of the 20 circles, DTRs 
failure rate in five circles•• wa abnormally high at 9.6 to 24.3 per cent. The 
Management stated (August 20 I I) that the e are the border districts and this 
position was due to steali ng of parts of transformers etc. It is required that the 
Company shou ld take adequate remedial measures to check thi s menace. The 
fai lure rate of DTRs in excess of the bench mark of 1.5 per cent resulted in an 
estimated avoidable expenditure of~ 223.79 crore on the repair of damaged 
DTRs during 2006-11 . 

One of the main reasons for higher failure rate of DTR was overloading of 
the DTR due to wide gap between the connected load and distribution 
transformation capacity. Other reasons for damage of transformers were 
internal defects, non installation of lightning arre tor , poor maintenance, 
storm etc. The Company need to review the problem and take corrective 
measures to bring down the failure rate. 

The Management stated (Augu t 20 I I ) that it planned to reduce the damage 
rate in rural and urban areas to less than one per cent and in AP feeder to 
le s than 4 per cent. Further developments are awaited. 

Performance of repaired Distribution Transformers 

2.2.22 The Company undertakes repair of DTRs in its workshops as well as 
through outside agencie . The damage rates of repaired DTRs from own 
workshops ranged between 20.82 per cent to 23.89 per cent as compared to 

Tills has been worked out by multiplying the number of DTRs fai led in excess of norms 
with average cost of repair per DTR. 
Arnritsar Suburban, Gurdaspur, Faridkot, Ferozepur and Tam Taran. 
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damaged rate of 8.96 per cent to 14. 18 per cent of tran formers got repaired 
from outside as hown in the table below: 

Year DTRs repaired at Company's DTRs repaired rrom outside 
Workshops 

Repaired DTRs Damaged to Repaired DTRs Damaged to 
DTRs damaged installed DTRs damaged Installed 

installed DTRs Installed DTRs 
(upto 31 (in p~r c~nt) (upto 31 (in p~r c~nt) 
March) March) 

2006-07 55,693 13,303 23.89 28,053 3,977 14.18 
2007-08 57,051 13,374 23.44 30.009 4,008 13.36 
2008-09 57,760 12,3 12 2 1.32 30,86 1 3,969 12.86 
2009-10 59,823 12,846 2 1.47 32,041 4,045 12.62 
20 10-11 63,370 13, 193 20.82 35,116 3,147 8.96 

Thi indicated poor workmanship of in-house workshops which warrants the 
Company for taking corrective action to improve the quality of DTRs repaired 
in its own work hops. 

Delay in repair of Distribution Transformers 

2.2.23 As per the general terms and conditions of purchase order for new 
transformers and rate contract for repair of old transformers from outside 
agencies, the suppliers were required to warranty the performance of DTRs for 
111.5 years from the date of installation/ upply and the repaired transformer 
were requ ired to be returned after repair within 90/120 days of the intimation 
of their failure/damage. However, it was observed that 1,569 DTR were 
awaiting lifting for repair and 3,847 DTRs were not returned back after repair 
at the end 20 I 0- 11. Out of these 3,847 DTRs, I ,379 DTRs valuing 
~ 4.6 1 crore were awai ted from 41 firms which had been declared as non­
active/dead ftrm and who e whereabouts were not known to the Company. 
An analysis of DTRs failed within warranty period during the audit period 
revealed that 18, 197 DTRs (58.06 per cent) out of 31,342 DTRs fai led within 
the warranty period were returned after repair with a delay of II days to 3,368 
days after allowing the maximum permis ible limit of 120 days. 

This indicated lack of proper internal control mechanism and ineffective 
managerial control to en ure timely return of damaged transformers after 
repair. 

A voidavle expenditure on purchase of transformers 

2.2.24 The Company placed (December 2009) order for purchase of 10,000 
Distribution transformers of 6.3 KV A capacity on three firm i.e. , Uttam 
Bharat Electrical Private Limited, Jaipur (UBE) for I ,000 transformers, 
Sangrur lndu trial Corporation Limited, Sangrur (SIC) for 4,500 transformer 
and Punjab Transformers & Electronics Limited, Sangrur (PTE) for 4,500 
tran formers at the variable rate (with base date from 01 July 2009) of 
~ 23,885.0 I per transformer. A per the standard terms and conditions of these 
Purchase Order -cum-Contract Agreements entered into with the firms, the 
Company reserved the right to cancel the purchase order as a whole or in part 

66 



Sl. 
No. 

(l) 
I. 

2. 

3. 

Chapter II Performance audit relating to Government Companies 

at any time prior to the manufacture of material agai nst the purchase order. 
The supplies were scheduled to be completed by 18 Apri l 20 I 0. On the ground 
of comfortable stock position, the Company decided (5 February 2010) to 
defer receipt of supplies other than those transformers which had already been 
inspected by it. Accordingly, the Company accepted 3,365 transformers 
(UBE: 499, SIC: 1,254 and PTE: 1,612) upto 1 April 20 10. In July 2010, the 
Company allowed UBE to restore the deferred supply and the firm supplied 
the entire balance quanti ty of 501 transformers by October 2010. 
Subsequently on 23 November 20 I 0 the Company also allowed SIC and PTE 
to restore their deferred supply with the revised delivery period from January 
2011 to March 20 11. 

In the meantime, the Chief Engineer (Store and Disposal) intimated (June 
20 I 0) the requirement of 16,400 transformers of 6.3 KV A for the year 
2010-1 J. After taking into account the pending supplies against the previous 
purchase orders and availability of transformers in stock, the Company invited 
(July 2010) tenders for procurement of 8,600 transformers. The price bids 
were opened on 29 November 20 I 0 and it was found that Technical 
Associates Limited, Lucknow who quoted the variable rate of ~ 19,691.18 per 
transformer (base date as of 1 July 20 I 0) was the L- 1 firm and the Company 
placed (21 December 2010) purchase order on the firm for supply of 8,600 
transformers. The rates offered by the L-2 and L-3 firms were~ 23,340.57 and 
~ 23,600.07 per transformer respectively. 

We observed that while deciding to restore the deferred supply of pending 
purchase orders on 23 November 20 I 0, ~hen the Central Purchase Comniittee 
was going to consider the price bids of the subsequent tender, the Company 
failed to act with due diligence and did not conduct any survey/consider the 
decl ining trend in the rates of the transformers. Had the Company awaited 
outcome of opening of the price bid of new tender and exercised its right of 
cancelling the pending costly purchase orders, it could have saved at least 
~ 2.09 crore, by placing purchase order for the pending supply of 6,134 
transformers on the L-2 and L-3 firms of the subsequent tender as per details 
g iven hereunder: 

Name and status Quantity Quantity F..quated Equated Financial 
ortheftnn offered which could variable rate variable rate implication 

be considered with base date with base date {4x(6-5)} 
for placing or 1 July 2010 or 1 July 2010 in 
fresh orders in respect or respect or 
for the new tenders previous 
pending purchase orders 
supply 

(Nos.) (Nos.) ro ro ro 
(1) (3) (4) (5) (6) (7) 

Hi-Tech Eleclricals, 1,750 1,750 23,340.57 26.934.27 62,88,975 
Raipura L-2 
Saraf lnduslrie , 3,600 3,600 23,600.07 26,934.27 1,20,03,120 
Rarnpura PhuJ L-3A ll'l 
Saraf ElectricaJs 5,000 -(::;; 784 23,600.07 26,934.27 26,14,0 13 
Private Limited, 
Rampura Phul L-38 
Total 6,134 2,0906,108 
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Thus, failure of. the management_ to avail the benefit of reduced rates obtained 
in the subsequent tender processed at the same time of resuming the deferred 
supplies against.the previous tender resulted in loss _of~ 2.09 crore to the 
Company. Continued purchase of transformers at high rates of previous 
tender, despite reduction of price in the subsequent tender was injudicious and 
itreflected poor commercial acumen of the management. -

The Company needs to conduct market survey to assess the trend of the rates 
before taking any decision in such types of cases. 

Capacitor Banks .. 
·- . - . . 

2~2.25 Capacitor_ bank iniproves the power factor by regulating the current 
flow and voltage; In the event . .of voltage falling below normal, the simation 
can be set right by providing sufficient capacity of capacitor banks to the­
system as it improves the voltage profile and reduces dissipation of energy to a 
great extent thereby saving loss of energy. 

The position as regards L'f capacitor banks is shown in Annexure-11. It may 
be seen from the Annexure that against the targetted addition of 1,753 MV AR 
in LT capacitor • banks _during the audit period, the actual addition was· only 
1,127 MV AR. Thus, there was ·significant shortfall of 626 MV AR in addition 
of capacitor banks, which led to loss -of energy of 210.82 MUs costing 
~ 84.48 crore. 

.. . . 

The Management, while admitting the facts, stated (August 2011) that the 
capacitors on 11 KV feeders will be installed by December 2011 and on AP 
consumers within three years. . . · 

Non-replacement of the electro._mechanical meters with electronic meters 

2.2.2((} The Central Electricity Authonty (Installation and Operation of 
Meters) Regulations, 2006 issued· in March 2006 provided for compulsory 
replacement of the existing electro mechanical meters with static meters; 
generally known as electronic meters. 

TheCompany failed to replace some ofthe electro mechanical meters with 
electronic meters without recording any reasons. At the end of June 2011, out . 
of the total· 63.50 lakh instaHed consumer meters, .16.14 lakh electro 
mechanical meters (25A2 per cent) were still to be replaced with electronic 
meters. Replacement of the electro mechanical meters would largely help the 
Company to earn more revenue by way of correct accounting of the energy 

· consumption. The Company needs to _pay attention to such simple measure to 
augment its resources. · · · · 

The Management, while admitting: the .facts, stated (August 2011) .that it 
planned to replace· the meters by March201f 
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Commercial losses 

2.2.27 The majority of commercial losses relate to consumer metering and 
billing besides pilferage of energy. While the metering and billing aspects 
have been covered under implementation of R-APDRP scheme and Billing 
efficiency, re pecti vely, the other ob ervations relating to commercial losses 
are discussed below. 

Implementation of LT less system 

2.2.28 High voltage distribution System is an effective method of reduction of 
technical losses, prevention of theft, improved voltage profile and better 
consumer ervice. The GOI had also tre ed (February 2001) the need to 
adopt LT less system of distribution through replacement of the existing LT 
lines by HT lines . The HT-LT ratio over the review period is depicted in the 
graph below: 

1.2 
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1 

0.9 

0.8 0.71 

0.7 
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1.08 

0.5~-------,---------r--------~--------~------~ 
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It may be een from the above graph that the HT: LT ratio had increased from 
0.7 1:1 in 2006-07 to 1.08: 1 in 2010- 11. Thus, there was appreciable and 
significant improvement in the HT: L T ratio. 

High incidence of theft 

2.2.29 Substantial commercial lo ses are caused due to theft of energy by 
tampering of meters by the consumers and unauthorised tapping/hooking by 
the non-consumers. As per section 135 of the Electricity Act, 2003, theft of 
energy i an offence puni hable under the Act. We observed that the Company 
fai led to fix targets for number of checking by it operational staff. The 
number of checkings by the operational staff of the Company, number of theft 
cases, assessed amount and the amount realised thereagainst is given in 
Annexure-12. An analysis of the annexure revealed that the PSERC had never 
fixed any target for checking of the connections. Further, the percentage of 
checking of consumers' premise howed decreasing trend from 36.31 per 
cent in 2007-08 to 28.23 per cent in 20 I 0-11. Similarly, sharp downward trend 
was ob erved in the percentage of amount reali sed against the amount 
assessed on account of theft of energy. The percentage of amount realised to 
amount assessed ranged between 19.93 per cent in 2006-07 to 51.78 per cent 
in 2010-11. This indicated ineffective follow up of the theft ca es detected. 
The Company needs to strengthen its measures against theft of energy. 
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Performance of Raid Team 

2.2.30 In order to minimise the cases of pilferage/loss of energy and to save 
the Company from sustaining heavy fi nancial losses on this account, Section 
163 of the Electricity Act, 2003 provides that the licensee may enter the 
premises of a consumer for inspection and testing the apparatus. 

The State Government set up (July 2008) fiveoo Anti Power Theft Police 
Stations to take cognizance of the complaints regarding theft of power made 
only in writing by the State Government or Punjab State Electricity 
Regu latory Commission or Chief Electrical Inspector or by an authorised 
officer of the Company. 

The work of carrying out the checking/inspection and testing of the electrical 
installations at the consumers' premises was also entrusted to the Operation 
Wing as well as the Enforcement Officers of the Company in accordance with 
Regulation 37 of the Electricity Supply Code and Related Matters 
Regulations, 2007. The position of checking/inspection conducted by the 
Enforcement Wing of the Company during the audit period is tabulated below: 

~ in crore) 
Total Targets No. of Percentage Assessed Realised Percentage 

number of for consumers of checking amount amount of realised 
consumers checking checked to total amount to 

as on (Nos.) DOS. of the assessed 
31 March consumers m m amount 

62,31,240 50,000 1,45, 167 2.33 67 .3 1 30.70 45.61 
63,73,890 50,000 1,83,408 2.88 67.95 20.91 30.77 
66,3 1,407 60,000 2,45,822 3.71 97. 11 33.22 34.21 
69,18,145 1,85,000 2, 12, 120 3.07 129.45 37.97 29.33 
73,20,631 1,90,000 1,92,353 2.63 128.78 41.24 32.02 

490.60 164.04 . . 
Source: Stattstical dilta provtded by the Company . 

Percentage of 
realised amount to 
the assessed 
amount decreased 
from 45.61 per cent 
in 2006-07 to 32.02 
per cent in 2010-11. 

The above table shows that effective efforts were not made to recover the 
assessed amount as it decreased from 45.61 per cent to 32.02 per cent during 
2006-11. The number of checking of meters (2.33 to 3.7 1 per cent of total 
number of consumers) also remained more or less at the same level. It also 
shows non-adherence of CEA guidelines for checking every meter at least 
once in five years. There is a need to increase the number of raids to detect 
cases of theft of energy. 

Failure to recover penalty due to non-adherence of laid down procedures 

2.2.31 The Punjab State Electricity Regulatory Commission (Electricity 
Supply Code and Related Matters), Regulations, 2007, inter alia, provided that 

)' in case of suspected theft of electricity at premises, the Authorised 
Officer would promptly inspect such premises in the presence of its 
occupant. If on inspection, he came to the conclusion that theft of 

• Patiala, Ludhiana, Jalandhar, Amritsar & Bathinda. 
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electricity was taking place, he would prepare a seizure memo and 
inspection report indicating therein the status of irregularity noticed. He 
would invariably record evidence substantiating theft of electricity and 
hand over a copy of the seizure memo and inspection report to the 
occupant/person present at the premises during the search; 

);> in the case of tampering of meter, such meter shaJI be taken out from 
the premises and packed in a card board box, duly sealed and witnessed 
by the consumer or bis representative for testing in the metering 
equipment laboratories. Tbe consumer would be informed of the 
proposed date of testing at least seven days in advance. The signature of 
the·consumer or his· representative should be obtained on the test result 
sheet and a copy thereof supplied to the consumer; 

);> after prima facie e tablishment of theft of electricity, the Authorised 
Officer would· assess and demand the penal charges to be recovered. 

The Company imposed (April 2008-March 2010) penalty of~ 48.74 lakh on 
164 consumers in seven Operation Divisions of the Patiala Circle against theft 
of electricity. When the co'nsumers moved the Consumer Disputes Redressal 
Forums and civi l courts against the Company, the Forums/Courts disallowed 
the penalty on the ground that the procedures laid down in this regard were not 
properly followed by the Company. Appeals against the decisions of the 
Forums/Courts were not preferred as the legal Advisor of the Company 
expressed that these would rot be sustainable due to non adherence of the laid 
down procedures by the field staff. 

Audit scrutiny disclosed that out of l o4 cases, in 106 cases~ 29.07 lakh), the 
Company failed to obtain signatures of the consumers/their representatives on 
the inspection report/seizure memo and did not hand over copies to the 
consumers. In 14 cases ~ ;t..08 lakh), the Company failed either to pack the 
meter in the card board box duly sealed and signed by the consumers while 
sending them to the testing laboratories or to obtain signatures of the 
consumers on the test result. In 44 cases ~ 15.59 lakh), the Company failed to 
get the meter tested in the laboratories to establish theft of electricity. The 
Company neither fixed any· responsibility for these lapses against the officers 
concerned nor taken any remedial action in thi s regard. 

Thus, due to non adherence tof the laid down procedures by the field staff of the 
Company, it could not recover ~ 48.74 Jakh from the defaulting consumers. 
The Company should monitor and ensure that the field staff strictly adhere to 
the laid down procedures in .the cases of theft of energy to avoid such losses. 

BOling Efficiency 

2.2.32 As per the commercial circulars issued by the Company, the reading of 
energy consumption of each consumer is to be taken at the end of the notified 
billing cycle. After obtaining the meter readings, the Company issues bill to 
the consumers for consU!pption of energy. Sale of energy to metered 
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categories con ists of two parts viz., metered and assessed units. The as essed 
units refer to the units billed to consumers in case meter reading is not 
available due to meter defects, door lock etc. and unmetered supply to AP 
consumers. Billing of all the consumers was being done at the division level. 
The domestic consumers were being billed on bi-monthly basis, while other 
consumers were being billed on monthly basis. 

The efficiency in billing of energy lies in distribution/sale of maximum energy 
by the Company to its consumers and realise the revenue therefrom in time. 
Energy sold, unmetered supply to AP consumers, energy billed etc. is shown 
in the following table: . 

(Fi :ures in MU) 
Putlcul8n 21106-07 l80'7 .. 2tM-8 2119-10 2010.11 
Energy sold within the State 26,617 30,243 29,8 10 31,934 32,740 
Unmetered supply lO AP 6,956 8, 151 6,53 1 10,089 10, 11 7 
consumers 
Energy billed based on meter 19,661 22,092 23,279 21 ,845 22,623 
readings• 
Percentage of metered supply 73.87 73.05 78.09 68.41 69.10 
to energy_ sold . . 

Source: Statistrcal daJJz provided by the Company . 

It would be seen from the above that energy billed on the basis of meter 
readings during the audit period ranged between 68.41 to 78.09 per cent of the 
total energy sold, whereas the unmetered supply was in the range of 21.91 to 
31 .59 per cent. The Company needs to install meters on all the AP 
connections to attain I 00 per cent billing based on meter readings. 

Development of Billing Software 

2_2.33 The Company placed (September 2007) a work order on The 
Department of Electronics and Accreditation of Computer Classes (DOEACC) 
Centre, Chandigarh for development of a browser based billing software for 
preparation of bills relating to DSINRS, SP, MS, PL and AP+ consumers. The 
implementation of the work was expected to cost ~ four crore ~ one crore for 
the development of software and ~ three crore for other hardware items) and 
reduce the bill issuing time by 15 days. 

The Company paid (De9ember 2008) ~ 28 lakh to DOEACC as 25 per cent 
advance payment in accordance with the provision of the work order. Another 
bill of ~ 28 lakh remained unpaid with the Co:Opany towards preparation of 
the System Requirement Specification. In the meantime, R-APDRP was 
launched (July 2008) by GOI which included various software modules 
including billing software. Therefore, the Company cancelled (January 2010) 
the work order on the plea that this work would be covered under R-APDRP 
and it would not be prudent to proceed further for development of the new 
Browser based billing software. We observed that even after lapse of more 

.. 

.. This also includes unassessed billing un its which was less than one per cent . 
DS: Domestic Supply, NRS: Non Residential Supply, SP: Small Power, MS: Medium 
Supply, PL: Public Lighting and AP: Agriculture Pumpsets 
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than one year after the cancellation of the order, no progress was made to 
develop the bill ing software by the Company under R-APDRP (March 201 1). 

The Management stated ·(August 20 11) that it had placed order of IT 
implementation on Spanco in June 20 11, which included development of 
billing oftware also. The fact, however, remains that there was delay in 
completion of work for more than two years. 

Incorrect estimation of the agriculture consumption 

2.2.34 Meters were not provided to a ll agricu ltural pumpsets (AP) consumers 
and only sample meters were installed. The AP consumption factor of a 
division is estimated by taking the readings of representative sample meters in 
that di vision. The aggregate consumption of the division is worked out by 
multiplyi ng AP consumption factor with load of AP in that division. The 
consumption of all the divisions is then summed up to find the consumption of 
each Circle and then Zone and ultima~ely the total consumption of the State of 
Punjab. 

Out of 11.43 lakh AP consumers (March 2011 ), meters had been installed only 
in case of 1.1 8 lakh AP consumers (including 1.05 lakh sample meters which 
were only for assessing energy losses not for billing) leaving a shortfall of 
I 0.25 lakh connections (89".68 per cent) 

Further, due to non avai latiility of the data of verified actual connected load of 
the pumpsets on which the sample meters were installed, PSERC was not 
convinced of the correctness of AP consumption for the year 2007-08 and 
appointed (January 2009) ABPS Infrastructure Advisory Private Limited 
(Agency) for validation of the AP con umption. The Agency submitted its 
report in September 2009 and po inted out variations of 11 .25 per cent and 
l0.20 per cent between the consumption reported by the Company to the 
PSERC and the consumption computed by the Agency for 2 1 months (for 
2007-08 and for the first three quarters of 2008-09 respecti vely). Due to 
inconsi Leney in consumption figures, PSERC, while approving the tariff 
orders, did not approve 2909 MUs (1, 128 MUs for 2007-08, 954 MUs for 
2008-09 and 827 MUs for 2009-10) costing ~ 723.16 crore. This not only 
resulted in non recovery of the AP subsidy from the State Government but 
also re ulted in increase in T&D losses to that extent. 

We ob erved that the Company has not established any scientific methodology 
for deterrnination of the AP consumption. Efforts should be made by the 
Company to a certain the actual AP consumption by installing meters in all 
the AP connections. 

The Management stated (A ugust 20 11 ) that 100 per cent metering of AP 
consumers involved huge capital expenditure besides recurring expenditure for 
meter reading and further added that it was implementing Automated Meter 
Reading (AMR) system which provides the energy consumption for the AP 
feeders as recorded at the sub- tation level. The fact, however, remains that 
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. ' 

· the Company has not bstablished methodology for determination of the AP 
· consumption so far. · .. t 

' Non recovery of security deposit · 

·. . . I 
2.2.35 As. per-PSER~ (Electricity Supply Code and Related Matters) . 
Regulations, 2007 (effective from January 2008), consumers Were required to 

_ maintain advance cons~mption deposit (ACD) with the Company equivalent 
to two and a hill months consumption charges in the case of bimonthly billing 

_ ~d one and a li<i!f rhon~ in the case of monthly billing. · 

The Company-. was reqdired to undertake review to ascertain the adequacy of 
the amount of security <ilready received within twelve months after revision of 
the tariff and issue demand notices for the required additional ACD to the 

.. consum~rs. The consurrlers were liable to pay the additional security within 30 
'days from the date of !service of notice. The Company, however, failed to 
comply with the abovd instructions upto June 2010. We observed that the 
Company conducted- (June 2010) review and worked _out the extra ACD 
recoverable amounting: to ~ 168.05 crore iri respect of large supply, bulk 
supply, domestic and .cqmmercial consumers having connected load more than 
100 KW for which demand- notices were issued -tQ the consumers. The 
Company col.lld recove~; only~ 12.10 crcire by April2011. Thus, dueto non­
taking of timely action; the Company failed to recover AcD of~ 155.95 crore . 

. Payment ofinterest on kecurity deposit at higher rates ,. 
' ' . . 

2.2.36 As . pe~ the Ele~tricity Act, 2003, the distribution licensee shall pay 
interest on the security c1eposits equivalent to the bank rate or more, as may be 
specified by the concerned State Commission. The PSERC (Electricity Supply 
Code ancl Related MattJrs) Regulations, 2007 provided that the Company was 

_ to pay interest to th~ c0nsumers on ACD at the State Bank of India's (SBI) 
prime lending rate (PLii) in force ori first April of the relevant year. We found 
that the Company p~id\nterest on-ACJD' at the rate of 12.25 per cent during 
2008.,09 and ;200?-40, :whereas it availed long teim loans during the same 

'period from commerCial banks at the rate lower than 2 to 2.25 per cent of the 
BBI'~ PLR.-Further, in the neighbouring States of Haryana and_ Rajasthan the . 
State Electricity Regulatory Commissions directed to pay interest on the ACD 
amount at the bank rate viz .. 6 per cent. 

. : . 

The Manag~ment stateQ,i (August 2011)' that Company had paid the interest in 
accordance with directi¢n of PSERC. Reply is not acceptable as the Company 
should have taken up f!J.e matter' with PSERC to reconsider its decision and 
fixing the rate· of intere$t on ACD amount commensurate With the bank rate. 
Dl.le to failure of the Cdmpall.y to do so, it had to make payment of interest .on 
ACD at higher rate than the prevailing.· market rate on. lortg term loans 
resulting in extra expellditure of ~ · 24.90 crore: This would further increase -
considerably when com]:>ared with the bank rate: 
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Non-disconnection of connections having low power factor 

2.2.37 Electricity Supply Regulations provided that it shall be incumbent 
upon every Large Supply Industria l consumer to maintai n a monthly average 
power factor of not less than 90 per cent. In case of fa ilure to do so, he shall 
pay a surcharge due to low power factor and in case power factor falls be low 
80 per cent, it must be brought up by the consumer within a period of 6 
months failing which the connection shall be rusconnected and will not be 
reconnected unless the monthly average power factor is improved to 90 per 
cent by the consumer, to the satisfaction of the Company. 

A scrutiny of data pertaining to LS consumers in respect of 6 c irc les• for the 
period from November 2009 to December 2010 maintained in the Central ised 
Billing Cell, Patiala revealed that in case of 19 consumers, power factor 
remained less than 80 per cent continuously for more than six months, but no 
acti on was taken to disconnect the connections. 

Revenue coUection efficiency 

2.2.38 As revenue from sale of energy is the mai n source of income of the 
Company, prompt collection of revenue assumes great sign ificance. The 
salient features of the collection mechanism being followed by the Company 
are as follows: 
•!• Consumers may make payments of the bi lls by cash, cheque or by 

demand draft. 
•!• Revenue billed in respect of HT and LT services is generally collected by 

the revenue cashiers (RC) except in some areas where collection work is 
entrusted to certain private collection agencies. 

•:• HT consumer are required to pay current charges within 10 day and LT 
consumers within 15 days from the date of bills, fai ling which the 
consumers are liable to pay additional charges of 5- 10 per cent of the 
amount of the bill. 

The table be low indicates the balance amount outstanding to be collected at 
the beginning of the year, revenue billed during the year, revenue co llected 
and the balance outstanding at the end of the year during last four years ending 
2009-10*: 

• Bathinda, Faridkot, Patiala, Sangrur, Muktsar and Ferozepur. 
Figures for 2010- 11 are not available because of non-finalisation of Annual Account . 
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~in crore) 

SLNo. Particulars l006-07 200'7-418 1008-09 1009-10 
I Balance outstanding at the 1,33 1.37 1,495.96 1,464.37 1,644.41 

beginning of the _y_ear 
2 Revenue bi lled during the 7,726.76 8,684.72 9.853.80 9.655.02 

year 
3 Total amount due for 9,058.13 10, 180.68 11,318.17 11 .299.43 

realisation (I +2) 
4 Amount realised during the 7,562.10 8,715.99 9,673.64 9,57 1.13 

year 
5 Amount written off during 0.07 0.32 0. 12 0.00 

the year 
6 Balance outstanding at the 1,495.96 1.46-U7 I ,644.41 1,728.30 

end of the year 
7 Percentage of amount 83.48 85.61 85.47 84.70 

realised to total dues (4/3) 
8 Arrears in terms of No. of 2.32 2.02 2.00 2.15 

months of assessment 
(Source: Annual Statements of Accounts) 

We observed that: 
};> the balance dues out tanding increased from ~ I ,33 1.37 crore in the 

beginning of 2006-07 to~ I ,728.30 crore at the end of the year 2009-
10. The collection efficiency was only 85 per cenl and has not 
improved over the years. 

};> Dues outstanding for more than three years amounted to ~ 220.18 crore 
(12.74 per cenl of the total dues) indicating ineffective follow up of the 
old debts. 

};> Group-wise analysi of the dues outstanding as on 31 March 2010 
revealed that an amount of~ 11 8.60 crore was due from di connected 
services. 

>- Age wi e analysis of the due of ~ 1,728.30 crore revealed that 
~ 368.57 crore (2 1.33 per cent) was more than one year old which 
included ~ 89.61 crore outstanding from the Municipal Corporation, 
Amritsar for more than 15 years and ~ 90.90 crore outstanding from 
AP consumers relating to the period prior to 1 September 2005, when 
the State Government decided free supply of electricity to the AP 
consumers. 

When the Company ha means of disconnecting the services of defaulter , its 
collection efficiency of 85 per cent is not a good performance. We observed 
that the Company had not taken any action again t the officers responsible for 
(i) non disconnection of the premises of the defaulting consumers in time and 
(ii) non filing of the recovery suit against the defaulting con umer . Though, 
the Company during the last two years fLXed targets for reducing the level of 
defaulting amount, none of the DivisionaVCirc le/Zonal officer achieved these 
targets and no action was initiated against the defau lting officers. 

The Company needs to improve its collection effi ciency by resorting to timely 
disconnection and should also take action against the officer who do not 
realise the due in time. 
The Management stated (August 20 II ) that opening balance of sundry debtors 
for sale of power of every year included defaulting amount, the recovery of 
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which was' beyond the control of field offices. If this amount was excluded 
' . . . ,,. - : . ·.' ' 

the collection efficiency ~arks 01,ltt() more than 99per cent by comparing th~ 
·revenue assessed duririg the ·year and- amount realised during the year.:. The 

·· replyis notacceptable as the amountrealisedchfring the year also includes the 
. recovery ag;aiiist the defaulting amount, record of which w~s not separately . 
··(lV'ailable. Further, the Company should also analyse old cases.witli a view to 
either recover the aniount bt ~rite off the sartle. after exploring. all possibilities .. 

. . 

Sholft recovery ofsenice COTnl!lection charges firom.AP COI!l~lltmers 
.· .· -·- ' . . 

. 2.2.39 The. State Govermnent notified: (Sep~mber 200,9) an incentive based 
Voluntary Disclosure· ·Po~cy .with a~ view to give last opportunity to the. 
farmers (AP consu,mers) :for declaration and n!gti)larisation of unauthorised 
extension of load and i issued ·an order · directing the PSERC for . its . 
implementation. As per this policy,the consumer was required to pay~ t,ooo 
per BHPOO fat the extendep load agamstthe rate of.~3,600 p~r BHP payable, 
as fix~d 'by the PSERC 1onthe basis of cost data of the Company, by'·a 

. consumer seeking a. new coimection and/or extension in load, To implement 
, . the directive of. the. Stat~ Governme][lt, the PSE:R,C relaxed the provisions 
· • regarding service connection charges 'for extension of·toad of the ~supply 
. Code. Accordingly the Company introdu,ced the scheme w .eJ. 16 October . 
• 2009 whid1 was valid tin31 January .2010. In· order to s~eguard its fmanciali 
interest the Company oefore· introduction ·of the. _scheme·.··sho.ulid have_· 
. app~:oached the. Review Panel of PSERC to-seek colnpehsatioil ()Xl account. of .. 
: differential c6st of ~· 2,600 per BHP for implementing this policy,.· which 
; alliountedto~ 238.16 crote"" fot'extension ofload of 9,44,529 BHP.CHowever, 
: the Company failed to initiate any actionin this· regard~ 

. Emb~zzlemeint of cash 

. ·,- . . . i. - . . '·, .. · ., - :-

... 2.2.40 Coniinercial Accounting System of the Company inter alia provided 

. that it was tile duty of the Cashier to preparepay-in..:slips for cash to be · 
· . deposited 1nto the Bank ~d _enter its details in the Remittance Register and 
~Monthly Remittance.irito;Bank Statement and Cash Book. These entries were 
· to · be checked and attested by the, Assistant Executive Engineer 
•··. (AEE)/Reyenrie Accountant (RA). AEE/RA was to follow ~p with the Bank to·. 
get the receipted copies of the pay .. jn:.slips and ensure tha:t the cash had been . 

: deposited with the Bank. TheRA was also required to thoroughly checkup the 
·· Bank Reconciliation Statement prepared by the Cashier to verifytlmt all the 
deposits had been credited' to the Company_' s· account. . . 

. . . .· . . : ·-' 
. . . 

The -Head Cashier of City Sub-Division, Muktsar collected cash from· 
~consumers but did not deposit~ 1.33 crore into the Bank dUring 1 December 

. 2009· to .11 ·January 2010 and cash {or chestof ~ 0.01 crore 'was also.· 
embezzled. TheRA and'AEEofthe Sub~Division,.however, failed to-exercise· 
·the day· to day checks ~ith regard to deposit of· cash as per the instructions 

British Horse Power= 0;746 KW. .. , . . .· 
Extension ofload (9,44,529 BHP) x < 3,600 per BHP. minus service connection charges 

· · actually recovered. ·· . · 
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ibid. The Head Cashier was suspended on 13 January 2010 and show cause 
notices/charge-sheets were served upon AEE lncharge, RA, Head Cashier and 
Cashier. The Head Cashier was in police custody. The case was pending in 
the Court of Law (August 201 1 ). Further developments were awaited (August 
2011). 

Had the officers concerned exercised the required checks, the embezzlement 
of cash could have been avoided. Thus, non-following of the approved system 
of internal control coupled with lack of supervision on the activities of the 
cashier faci litated embezzlement of cash amounting to~ 1.34 crore. 

Non filing of execution petition to recover the dues from the defaulting units 

2.2.41 The Company filed (June/November 2008) three civil suits for 
recovery of the defaulting amount of~ 3.26 crore from the three firms. The 
civil suits were decided (July 2009 to November 2009) jn favour of the 
Company. However, the Company did not file the execution petition for 
recovery of the defaulting amount from the defaulting units in the Courts of 
law even afler lapse of about two years, without recording any reasons in this 
regard. The details of the civi l suits are as under: 

SL N11111e flltlle Ji1nD Defu- Dlltefll ... Dalefll lteaaarU 
No. A...- fllchllllll ........ 

(tlalllldl) 
I Pee Iron and Steel 233.09 June August Decided in 

Company (Pvt.) Ltd., 2008 2009 favour of 
Bhankarpur, Patiala. Company. 

2 Sterling Cold Store, 15.61 June November -do-
Mubarkarpur, Patiala. 2008 2009 

3 Jay Enn Casting Ltd., 76.85 November July -do-
Samalheri, Lalru, Patiala. 2008 2009 
Total: 325.55 

Thus, non initi ation of action by the Company for filing of execution petitions 
resulted in non realisation of dues of~ 3.26 crore from the defaulting units. 

Financial Management 

2.2.42 Efficient fund management serves as a tool for decision making, for 
optimum utilisation of the avai lable resources and borrowings at favourable 
terms at appropriate time. The frnancial management of the Company includes 
revenue collection, billing, borrowings, grants, transfer of funds, interest 
recovery/payments, restructuring of loans, security deposits, bank 
reconciliations and other related transactions. WhiJe the revenue and billing 
have been dealt in the preceding paragraphs, the other areas are discussed 
below. 

The following table depicts the details of cash inflow and outflow of the 
Company for four years ending 31 March 20 I 0: 
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~in crore) 
SLNo. Partic:ulars 2.006-07 lOO'l=08 T ~ :T zooy_o_ 
Cash Inflow 

I. Net Profiti(Loss) ( 1,626.39) (J ,389.60) (! ,041.10) (1 ,301.52) 
2. Add: ad justments (527.60) (1 ,98 1.22) (J,446.83) (1 ,867.74) 
3. Operating activities 2,422.27 4,505.07 3,511.80 5,010.06 
4. Investing acti vities 17.55 17. 15 570.52 414.46 
5. Financine: activities 2,832.62 3,720.87 3,110.25 3,222.71 

Total 3118.45 4 872.27 4 704.64 5 477.97 
Cash outflow 

6. Operating activities 1,085.83 1,419.44 1,880.71 1,505.19 
7. Lnvestine: activities 1,927.1 1 1,963.1 9 2,580.51 2,615.97 
8. Financing activities 106.99 1,362.34 99.25 1,140.24 

Total 3 119.93 4 744.97 4 560.47 5 261.40 
Net increase/decrease (1.48) 127.30 144.17 216.57 
in cash and cash equivalent 

Source: Annual Statements of Accounts of the Company. 

It would be seen from the above table that though there was decrease in cash 
inflow during 2006-07, it increased from ~ 127.30 crore in 2007-08 to 
~ 216.57 crore in 2009-10. We observed that dependence on borrowed funds 
increased during the audit period as borrowings increased from ~ 11 ,285.24 
crore in 2006-07 to ~ 17,336.68 crore (53.62 per cent) at the end of 2009-10. 
The level of borrowing is heavy involving huge payments of interest and there 
is an urgent need to optimise the internal resource generations by improving 
the billing and collection efficiency, vigorous pursuance of the outstanding 
dues etc . . 

The Management stated (August 2011) that working capital loans have 
increased mainly due to disallowance of expenditure by the PSERC. The 
contention of the Management is not j ustifiable as the disallowance of 
expenses by the PSERC was due to failure of the Company to achieve 
performance norms fixed by the PSERC. 

Release of tube well connections in waterlogged area 

2.2.43 Clause 6 of General Conditions of Distribution License as contained 
in Appendix-3A of Punjab State Electricity Regulatory Commission (Conduct 
of Business) Regulations, 2005 provided that the distribution licensee should 
not show undue preference to any person in the distribution or supply of 
electricity or rendering of services in the area of supply. 

To contain water logging in 332 villages of Mukatsar, Ferozepur and Faridkot 
Districts, the Secretary, Irrigation & Power, Government of Punjab, desired 
(March 2008) that all the tubewell connections in these villages need to be 
released at the earliest. The Company accorded (April 2008) its approval for 
release of tubewell connections on priority in the above water logged villages. 
The Company requested (June 2008) the State Government for a grant of 
~ 450 crore for this purpose which was declined due to the paucity of funds. It 
was further clarified (October 2008) by the Government that the Company 
was not to spend anything on release of tubewell connections in the water 
logged area. However, if the farmers were willing to get the tubewell installed 
at their own expenses in the water logged area, the same should be installed on 
priority. 
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Despite the above directions/clarifications, the Company placed (27 March 
2009) eight work orders to release 37,156 tubewell connections in the water 
logged area at a cost of ~ 359.29 crore at its own cost with funding 
arrangement: being 76 per cent as loan from Rural Electrification Corporation 
and remaining 8 per cent through its own contribution and 16 per cent on 
account of service connection charges recoverable from the consumers. This 
move clearly shows an undue preference to a particular area of upply at the 
cost of other consumers of the State and thus, required the approval of the 
PSERC. The Company, without any concurrence of the PSERC released 
35,342 tubewell connections and an expenditure of ~ 227.98 crore was 
incurred up to March 20 11. 

As the State Government had already shown its reluctance to provide the grant 
for this scheme and the concurrence of PSERC was not taken for release of 
these connections, the entire expenditure on this scheme could not be justified 
in audit. 

Subsidy Support and Cross Subsidisation 

2.2.44 There is an urgent need for ensuring recovery of cost of service from 
the consumers to make the power sector sustainable. The State Government is 
providing subsidy with a view to ensure supply of power to specific category 
of consumers at concessional rates of tariff. 

Subsidy Support 

2.2.45 The graph below indicates the revenue subsidy support from State 
Government (against concessional tariff) as a percentage of sales for the last 
four years ending 31 March 20 10": 

30 ~--------------------------------------~ 

25 
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5 

26.56 

0 +---------.-------~r-------~--------~ 

2006-07 2007-08 2008-09 2009-10 

1- Percentage of Subsidies to Sales I 

It is evident from the above that subsidy support from the Government is 

Sales figures are not available due to non-finalisation of annual accounts for the year 
2010-11. 
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showing increasing trend from 16.84 per cent in 2006-07 to 26.56 per cent in 
2009-10. Further, against the subsidy c lai m of ~ J 3,324.43 crore over the 
period 2006- 11 , ~ J 3,393.37 crore was actually paid by the State Government 
as detailed in the table below: 

(f in crore) 
Putkulan 2006-e7 ~-- 2808-09 .,. .. 2818-11 

Opt:ning balance 7.64 391.88 97.83 ( 18 1.45) ( 193.55) 
Add: Due from State 1,808.04 2,553.99 2,322.45 3, 132.15 3,500. 16 
Government during lhe year 
Less: Received during the year 1,423.80 2,848.04 2601.73 3, 144.25 3,375.55 
Closing balance 391.88 97.83 (18 1.45) (193.55) (68.94) 

Source: Tariff Orders ISsued by the PSERC. 

It may be seen that the State Government had paid excess subsidy of~ 68.94 
crore up to the year 2010-11. Main reason for payment of excess subsidy was 
due to the fact that PSERC allowed subsidy on the basis of estimated AP 
consumption whereas figures of actual consumption was avai lable almost after 
two years. 

The Management stated (August 20 I I ) that any excess/short payment of 
subsidy pertaining to earlier years was adjusted by the PSERC in its 
subsequent tariff orders. 

Cross subsidisation 

2.2.46 Section 6 1 of the Electricity Act, 2003 stipulates that the tariff should 
progressively reflect the average cost of supply (ACOS) of electricity and also 
reduce the cross subsidy in a pha ed manner as specified by the Commission. 
The National Tariff Policy envisc. _4ed that the tariff of all categories of 
consumers should range within plus or minus 20 per cent of the ACOS by the 
year 20 J 0- I I. The position of cross-subsidies in various major categories is 
depicted in the table below: 

Particulars 2006-07 ~-- 2808-09 .,. .. 
Average II 370.49 388.29 397.10 417.67 
Cost of -
supply ]I 
(ACOS) ~ I" 
(paise) '· 
Average Revenue from 

Paise Percen Paise Percen Paise Percen Paise Percen 
per tage of per tage of per tage of per tage of 
unit ACOS unit ACOS unit ACOS unit ACOS 

Domestic 273.66 73.86 253.49 65.28 267.80 67.44 293.36 70.24 
Commercial 447.2 1 120.7 1 430 .78 11 0.94 458.60 115.49 492.8 1 117.99 
Industrial 37 1.26 100.2 1 367.84 94.73 394.02 99.22 430.07 102.97 
Agricultural 180.54 48.73 227.75 58.65 245.70 6 1.87 267.02 63.93 
Others . 354.43 95.67 449.27 11 5.70 508. 18 127.97 388.85 93.10 
Source: Annual Statements of Accounts of the Company. 

Including Rai lways, Public Works, Street lighting, etc. 
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It may be seen from the above table that the cross subsidies to the domestic 
and agricultural categories were more than 20 per cent of the ACOS during 
the audit period. These categories were cross subsidised by the commercial 
and industrial consumers. 

The Management stated (August 20 II ) that it is the prerogative of the PSERC 
to fix the level of cross sub idy. 

There is a need to correct this imbalance by progressively and gradually 
reducing the ex isting cross subsidies levels. 

Tariff Fixation 

2.2.47 The financial viability of the Company depends upon generation of 
surplu (including fai r returns) from the operations to fi nance their operating 
needs and future capital expansion programmes by adopting prudent financial 
practices. Revenue collection is the main source of generation of funds for the 
Company. While other aspects relating to revenue collection have been 
discus cd in the preceding paragraphs, the issues relating to tariff are 
discussed here under: 

The tariff structure of the power distribution company is subject to revision 
approved by the PSERC after the objections, if any, received against the 
Annual Revenue Requirement (ARR) petition filed by them within the 
stipulated date. The Company was required to file the ARR for each year 120 
days before commencement of the respective year. The PSERC accepts the 
appl ication fi led by the Company wi th such modifications/conditions as may 
be deemed just and appropriate and after considering all suggestions and 
objections from the public and other stakeholders. The table below shows the 
due date of fili ng ARR, actual date of filing, date of approval of tariff petition 
and the effective date of the revised tariff: 

Year Due date of Adaal date of DelaJID Dldeol I'Jredift date 
lllbur IIIIDR davs 

2006-07 30- 11 -2005 30- 11 -2005 - 10-05-2006 01-04-2006 
2007-08 30-11 -2006 Not fi[edtt - 17-09-2007 01-09-2007 
2008-09 30- 11 -2007 12-02-2008 73 03-07-2008 01-04-2008 
2009- 10 30- 11 -2008 29- 12-2008 28 08-09-2009 01-04-2009 
2010- 11 30- 11 -2009 30- 11 -2009 - 23-04-2010 01 -04-20 10 

Source: Tariff Orders issued by the PSERC. 

From the above, it may be seen that the ARR petitions were filed belatedly for 
aJl the years except 2006-07 and 20 I 0-11. Non-filing of the ARR petition for 
2007-08 by the stipulated date resulted in rejection of claim for 
~ 115.19 crore as interest payment on non/delayed receipt of subsidy from the 
State Government during 2007-08. 

The Management stated (August 20 I I) that the delay was due to delay in 
preparation of cost of supply data to be submitted to the PSERC. The reply is 

tt For 2007-08, the ARR petition was not filed by the Company and the PSERC revised the 
tariff suo motu. 
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not acceptable a the cost of supply data was to be prepared by one of the 
wings o f the Company and the delay could have been avoided by 
implementing effective monitoring system to ensure preparation/submission of 
requisite data in time. 

DetajJed analysi revealed that the extent of tariff was lower than the 
breakeven level (in percentage terms) of revenue from sale of power at the 
present level of operations and efficiency for the last four years ending 31 
March 2010 a shown in the table below: 

(Amount· ~in crore) 
Year Sales Variable Fixed Cootrl Delldtln Deftdt as 

(excluding costs costs butloo recovery of percentage 
subsidy) ftxed costs of sales 

(1) (2) (3) (4) 
(5) 

(6) = (4) - (5) 
(7)={(6)/ 

= (2) - (3) (2) } X 100 
2006-07 7,284.99 7,036.43 3,298.76 248.56 3,050.20 41 .87 
2007-08 8,234.47 8,838.74 3,633.75 (604.27) 4,238.02 51.47 
2008-09 9,313.38 8,794.96 4,161.33 518.42 3,642.9 1 39.11 
2009- 10 9,065.72 8,8 12.82 4 ,698.72 252.90 4,445.82 49.04 
Source: Annual Statements of Accounts of the Company. 

It could be een from above table that the extent of tariff deficit ranging 
between 39.1 1 and 51.47 per cent wa lower than the breakeven level during 
the audit period. During 2007-08, the sale were not sufficient even to recover 
the variable costs. 

Though it appear that the tariff i on lower side and needs to be revi ed for 
recovery of the co ts, it may be highlighted here that the same can be brought 
in by improving operational efficiency viz. reduction in/control of T &D 
lo ses, conver ion of LT lines to HT lines, metering of unmetered connections, 
improving billing and collection efficiency, rationalisation of manpower, 
checking of excessive borrowings etc. It was also observed from the tariff 
order that PSERC disallowed ~ 1,282.81 crore on account of excessive 
employee co t, ~ I ,619.89 crore on account of interest on loan in excess of 
the norms and ~ 1,885.93 crore on account of power purcha e due to non 
achjevement of targets ofT &D los es during the audit period. 

In addition to the above, we observed that: 
• The Company had not initiated any action (January 20 11 ) for the 

implementation of Multi Year Tariff framework as envisaged in the 
National Tariff Policy. 

• The Company, in spite of repeated requests of PSERC, had not 
furni hed (January 20 II ) a comprehensive proposal for two part tariff 
featuring eparate fi xed and variable charges and time differentiated 
tariff for large consumers ( ay consumers with demand exceeding 1 
MW). 

The Management whi le admitting the facts stated (August 20 11 ) that work 
order for conducting study on two part tariff had already been i ued and study 
was in process. 
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2.2.48 One of the key element of the Power Sector Reforms wa to protect 
the intere t of the consumers and to ensure better quality of ervice to them. 
The consumers often face problems relating to supply of power uch a non­
availability of the distribution sy tern for the release of new connections or 
extension of connected load, frequent tripping on line and/ or tran formers 
and improper metering and billing. 

The Company was required to introduce consumer friendly actions like 
introduction of computerized billing, on line bill payment, e tabli hment of 
cu tomer care centre, etc. to enhance satisfaction of consumer and reduce the 
advent of grievances among them. We ob erved that the Company has taken 
orne of the following mea ures for con umer sati faction: 

)> 10 customer care centres have become operational in five towns of 
Punjab namely, Amritsar, Jalandhar, Ludhiana, Bhathinda and Mohali . 

)> Electricity call centre has been made operational for registration of 'No 
Supply' complaints from 6 c itie of Punjab i.e. Patiala, Jalandhar, 
Mohali , Amritsar, Bathinda and Ludhiana. 

)> Multiple bill payments option have been provided to the cu tomer 
i.e. e-payment, Bill payment Machines (60 no' ) and Ea y Bill 
Collection Suvidha faci lity (provided in I 5 main cities of Punjab). 

)> Segregation of commercial and technical function at division level has 
been implemented in Patiala, Jalandhar, Amrit ar, Bathinda and Nabha 
for improving ervice to the consumers. 

The Company need to increase the pace and scope of the e mea ure for 
optimum atisfaction of the consumer . 

Enei'IY Conservation 

2.2.49 Recognising the fact that efficient use of energy and its con ervation is 
the least-cost option to mitigate the gap between demand and supply, the GOI 
enacted the Energy Conservation Act, 200 I . The con e rvation of energy being 
a multi-faceted activity, the Act provide both promotional and regulatory 
roles on the part o f various organi ation . The promotional role includes 
awareness campaigns, education and trai ning , demonstration projects, R & D 
and feasibility studies. The regulatory role includes framing rules for 
mandatory audits for large energy con umer . devi ing norm of energy 
con umption for various sectors, implementation of standards and provi ion of 
fi cal and financial incentives. 

We observed that the Company had not drawn any comprehen ive demand 
side management (DSM) plan for energy con ervation. It was only in January 
and March 20 II , when the Company entered into agreements with two firms 
for implementation of "Bachat Lamp Yojna (BLY)" to replace the present 
inefficient incandescent lamps with compact tluore cent lamp of 49 lakh 
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domestic con umers in a pha ed manner. Further, developments were awaited 
(April 2011 ). 

The Management stated (August 2011) that the draft regulations of the 
Company for DSM have been submitted to the PSERC for approval. Further, 
due to little data available on savings achieved in the field of BL Y and 
replacement of ordi nary pumpsets with efficient pumpsets, the investors are 
not showing interest in projects. 

Clean Development Mechanism 

2.2.50 Clean Development Mechanism (COM), a project of Uni ted Nations 
allows emission reduction projects in developing countries to earn certified 
emis ion reduction (CER) credits popularl y known a carbon credits, each 
equi valent to one tonne of carbon diox ide (C02). The e CERs can be traded 
and sold. The United Nations Framework Convention on Climate Change 
(UNFCC), the apex body for COM projects, had developed methodologies 
under which the transmiss ion & distribution (T &D) loss reduction projects 
become eligible for COM. According to the e methodologies, the 
implementation of energy efficient measure for T&D los reduction inc ludes 
the following: 

~ Up-grading the voltage on a transmission/distribution system and 
~ Replacing existing transformers with more efficient transformers . 

We observed that the Company got sanctioned (September-November 2006) 
40 schemes from REC for conversion of low voltage to high voltage 
distribution sy tern of all the agricultural feeders and introduced (January 
2011) a scheme for replacement of incandescent lamps with Compact 
Fluorescent Lamps (CFL) under Bachat Lamp Yoj na. The cheme of 
conversion of LVDS to HVDS and Bachat Lamp Yojna were eligible for 
benefits under CDM and the Company by registering these schemes with 
UNFCC under COM could avail the benefits of carbon credits on account of 
le s emission of green house gases, but it could not avail any financial benefit 
under the Clean Development Mechan ism due to non registration/non­
completion of these scheme . 

The Management stated (August 2011 ) that the entire requirement to avail 
carbon cred its has been completed and the project wa at the fina l stage of 
registration with UNFCC. Further developments are awaited. 

EneraY Audit 

2.2.51 A concept of comprehensive energy audit wa put in place with the 
objective to identi fying the areas of energy losses and take steps to reduce the 
same through system improvements besides accurately accounting for the 
units purchased/ sold and losses at each level. The main objectives of energy 
audit are as follows: 
•!• better and more accurate monitoring of the consumption of electricity by 

consumers; 
•!• elimination of wastages; 
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•!• reduction of downtime of equipment; 
•!• massive savings in operational costs and increase in revenue, etc. 

We observed that yearly target for energy audit were not fi xed by the 
Company. In the absence of the yearly targets and achievements thereagainst, 
we were unable to comment on the steps being taken by the Company for 
carrying out the energy audit. Further, the PSERC obse1 ved in its tariff order 
(2010- 11 ) that c ircle-wise energy audit needs to be done. T ime bound 
programme to train sufficient number of engineers to acquire Bureau of 
Energy Efficiency Certification to work as energy auditors be chalked out. 
There was no visible progress with regard to undertaking comprehensive 
energy audit down to the di tribution level. 

Monitoring by top Management 

2.2.52 The Power Distribution Company plays an important role in the State 
economy. For such a giant organisation to ucceed in operating economically, 
effi ciently and effectively, there has to be a Management Information System 
(MIS) for monitoring by top management. 

Our review of the system ex isting in this regard revealed the following: 
• The Company did not devise a proper management information system 

to evaluate power demand and supply position in the State to take 
timely decisions regarding long term power purchase agreements and 
demand side management measures to over come energy I peak 
shortages. 

• The Company did not have a system to minimise the delay in decision 
maki ng process and for monitoring adherence to completion schedule 
in implementation of the schemes especially in case of execution of 
schemes through outsourcing on turnkey basis. 

• The Company did not have a proper system for monitoring adherence 
to performance parameters and targets. 

• Availability of onli ne data is an important requirement nowadays for 
taking speedy deci ions which has not been done so for (April 201 I ). 

The Management stated (August 20 ll ) that it has awarded two projects for 
development of on line Management Information System for speedy decision 
maki ng and monitoring of performance and achievement of targets. Further 
developments were awaited. 

Conduslon 

Performance audit of distribution of power by the Company disclosed the 
following: 

);> The Company failed to recover its cost of operations. I ts accumulated 
losses increased by 62.41 per cent from ~ 5,980.52 crore in 2006-07 to 
~ 9,712.75 crore in 2009-10 and the entire capital including reserves 
was eroded by 2008-09. 
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)> The Company was not able to derive the full benefits of the schemes 
introduced for strengthening of distriJ:mtion system and failed to 
implement them economically, efficiently and effectively. 

)> The Company never achieved the demand of power and the power 
deficit increased by 188.65 per cent from 5,376 MUs in 2006-07 to 
15,518 MUs in 2010-11. To meet with the chronic deficit of power, it 
resorted to unplanned purchase of power through short term power 
purchase agreements at exorbitant higher rates. 

)> The Company failed consistently to achieve the performance 
parameters regarding damage rate of distribution transformers, 
addition of capacitor banks, replacement of electro-mechanical meters 
with electronic meters and shifting of meters outside the premises of 
the consumers. 

The Company also failed to achieve the targets set by PSERC which 
led to disallowance of huge expenses which could not be realised 
through tariff. 

)> The Company failed to develop conclusive methodology for accurate 
assessment of power consumed by AP consumers. 

)> The Company failed to take adequate and effective steps for recovery 
of outstanding dues, which increased by 30 per cent from ~ L331.37 
crore to~ 1,728.30 crore during 2006-10. 

)> The Company failed to fix yearly targets/milestones for carrying out 
the energy audit, segregation of Aggregate Technical and Commercial 
(AT &C) losses and checking of consumer premises to detect theft of 
energy. 

Recommendations 

The Company needs to: 

)> make the plans to bring out the system upgradation, reduction of 
T&D losses and power thefts to generate sources of additional 
revenue to make the power distribution commercially viable. 

)> bring more professionalism in decision making and devise a system 
at the apex level to monitor and ensure the timely implementation of 
the various schemes for strengthening of distribution networl 
system. 

)> explore the sources of availabmty of power at economical rate-:: and 
consider the desirability to enter into long term power purcuase 
agreements to meet the shortages of power in the State. 
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};;> · stinve to~chieve perforllltJl~nce J[Mnmm~ters ~nd mrgets set lby PSERC, · 
Jailing which accmJlntalbmty slh.o1llllld lbe fixed agafinst tlhte officialls at 
fa1lllit.· · 

};;> attain100 per cent.meterilllig in -respect of AP cons~ID1lteJrs for accurate 
assessment of AP consn!mptimn. . . 

};;> . mke effective steps [or lfec~veiryof oultstan!f]ling dues. 

};;> · fix yeall"lly targets/ mil~stmies for carR."ying . out tlhle. e~mergy alllldit, 
segregation' of AT &C losses and c!blecking of consliJllilllleR." prem.lises to 
detect theft ofenergy~ 

. . . . . 

We: referred the mattert~ the State Government in May 2011' their reply had 
nor been received (September2011). 
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Chapter ill 

I 3. Transaction Audit Observations 

Important audit findings emerging from test check of transactions made by the 
State Government companies and Statutory corporations have been included 
in this chapter. 

I Government companies 

I Punjab State Power Corporation Limited 

3.1 A voidable payment of interest due to non swapping of high cost loans 

Failure to swap the high cost outstanding loans with the new loans 
carrying lower rate of interest resulted in avoidable payment of interest of 
~ 9.68 crore. 

The erstwhi le Punjab State Electricity Board (now Punjab State Power 
Corporation Limited) had been managing its working capital requirement by 
raising short term loans from banks. The Board availed loans of ~ 400 crore in 
August 2008 from Punjab National Bank and ~ 750 crore from Central Bank 
of India in March 2009 at the interest rate of 12.50 and 9.75 per cent per 
annum respectively for a period of one year. The loan agreements entered with 
the banks provided for pre-payment of loans without any penalty. Thus, in the 
event of availability of loans at cheaper rates on subsequent occasions, the 
erstwhile Board bad the opportunity to swap the high cost past loans by 
availing fresh loans having lower rate of interest. 

To meet its fund requi rement, the Board invited offers in April and May 2009 
for raising loans of ~ 4 13 crore and ~ 787 crore for the months of May and 
June 2009 respectively. In response, the Board received offers for 
~ 1,1 13 crore (revised offer:~ 1,226 crore) from fi ve banks at interest rates 
ranging between 8.95 and I 0.25 per cent per annum for the month of May 
2009 and ~ 2, 187 crore (rev ised offer: ~ 1,974 crore) from six banks at rates 
ranging between 8.75 and 9.50 per cent per annum for the month of June 
2009. The Board raised the loans of~ 4 13 crore at the rate of 8.95 per cent per 
annum and ~ 787 crore at the rate of 8.75 per cent per annum for the months 
of May and June 2009 respecti vely. 

We observed that the Board did not consider the desirability to raise additional 
amount of loans available at cheaper rates to swap the past high cost 
outstanding loans raised in August 2008 and March 2009. Thus, due to failure 
to raise the additional loans available at cheaper rates, the Board lost the 
opportunity to save i"nterest cost of ~ 9.68 crore. 
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The Management stated (May 2011) that Government ~f Punjab decided to 
provide Government guarantee to raise new short term loans for the repayment 
of shori term loans raised earlier against the security of post dated cheques 
(PDCs) and imposed a condition that the amount of loan to be raised be 
linrited .to the amount of PDCs falling due in that month or the gap in receipt 
and payment including payment against PDCs whichever is less. As such, it 
was not possible to obtain additional Government guarantee as per terms and 
conditions imposed by the Government. The reply. is· not justifiable ·as the 
swapping of high cost past loans with equal amount of Jow cost fresh loans 
. would ·not·· have required· additional guarantee from the State Government. 
Moreover, the Board's reply is an'after thought as it had neither considered 
nor approached the State Gove11lri:J.ent for swapping of the outstanding high 
cost loans with the cheaper loans. 

Thus, non swapping of the liigh cost loans with the cheaper ones, ·when 
opportunity existed, points Ol!t to poor financial manage)llent of the Board. 
The Company needs to grab such opportunities of swapping of its high cost 
outstanding loans so as to improye its financial health. 

The matter was referred to the State Government in December 2010; their 
reply had notbeen received (September 2011). 

I 
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· 3.2 Umtfr1lllitfllllR expemllitaJ\re on cons1llllltancy services 

Award of comtsudtamtcy worlk_without ensumring avalilalbillity of the llamtd.l amtd 
lin ott bulking cognizance of the hu!l"dles. imt olbtminimtg emtvirmmnellll.ttall de:anramtce 
res1lllll1ted imt mrl'ruitfu!l expenditure off 3.37 crore. . 

The erstwhile Punjab State Electricity Board (now the.Punjab State Power 
Corporation Limited) decided (June 2008) to set up two new thermal power 

. · plants*. In September 2008, the· Board, without following the due procedure 
-.of .competitive bidding, awarded the'wotk of consultancy and services to PFC 

Consulting Limited, New Delhi' (firm) at a total cost of f 15 crore plus 
applicable taxes and. duties. The consultancy services inter alia included 
undertakiiJ.g various studies, obtaining clearances, processing of bids, selection 
of developer· and all ·Other activities· upto allotment of works . to the 
developer/contractors. Acquisition of the l~d required for the projects and 
water supply were to be made. by the Board. The terms and conditions of the 

.. agreement with .the firin inter alia provided that; 

. );;> . 20per cent .of the consultan:cy fee would be paid on issue of letter of 
award of the contract, 

);;> the work would be completed within 14 months from the date of issue 
of letter of intent, _ · 

. >- in case the assignment got delayed beyond the scheduled completion 
period· due to reasons not directly attributable to the firm, the Board 
would be liable to compensate the firm''s expenses on actuals or lump 
sum amount as might be mutually agreed. 

The Board issued the letter of intent in July 2008 and paid (August 2008) 
f 3.3i crore as 20 per cent of the consultancy fee to the firm. Due to 
problems.in;obtaining.the environmental clearances for the Bathinda plant and 
land acquisition for the Lehra Mohabbat plant,. the Board directed (January · 
2009) the firm to-, keep the. consultancy works of these projects pending. 
Subsequently, the proposal for Bathinda plant was shelved in April 2011 due 

.· .to difficulties)n obtaining the environmental·clearances. ·No decision has been 
. made about the fate .of the Lehra Mohabbat Plant even after lapse of about two 

years since expiry of the scheduled completion·· period for the consultancy 
services .. 

We observed that the Board did notensure·the availability of land for Lehra 
Mohaqba:t plant pefore placing the_ contract for consult~ncy services. At the 
time of getting (June 2008) approvalfor the 2x250 MW plant at Bathinda, the 
Chief Engineer (Thermal Design) did not bring the Report (M~y 2006) of the 
Site Selection Committee constituted by the Central Electricity Authority, to 
the notice of the Board. The Report clearly indicated anticipated hurdles in 
obtaining the environmental clearance and also the fact· that the chimney 
height of 200/220 meters was also not allowed ·by the National Airport 
Authority of India because of nearby aerodrome.. Even during the negotiation 

2x250 MW Guru Nanak Dev Thermal Plant extension (Stagecll) at Bathinda and 2x250 · 
· MW Guru Hargobind Thermal Plant (Stage-III) at Lehra Mohabbat. 
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meeting with the consultancy firm, the Board authoritie stated (May 2008) 
that it would be difficult to get the envi ronmental clearance for exten ion of 
the existing plant at Bhatinda due to ambient conditions prevailing in the area 
caused by a number of power station in the vicinity. Ignoring all these 
anticipated problems, the Board decided to opt for 2x250 MW units at 
Bathinda. 

Thus, undue haste in award of the Consultancy work without ensuring the 
avai lability of land for the.Lehra Mohabbat plant and not taking cognizance of 
the stated hurdles in obtaining environmental c learance for the Bathinda plant 
re ulted in unfruitfu l expenditure of ~ 3.37 crore. It might also re ult in 
creation of additional liability on account of compen ation to the firm due to 
delay/non deciding the fate of the Lehra Mohabbat extension project. 

In reply to our observation, the Chief Engineer, Thermal Designs, Punjab State 
Power Corporation Limited stated (July 201 I) that the proposal for GNDTP, 
Bathinda extension had been shelved and GHTP Lehra Mohabbat extension 
had been kept on hold . 

The matter was referred to the State Government in March 2011; their reply 
had not been received (September 201 1). 

3.3 A voidable extra expenditure 

Injudicious decision to cancel the tender led to subsequent execution of 
the work at extra cost of~ 56.10 lakh. 

The Regulations of Conduct of Business, 1980 of the erstwhile Punjab State 
Electricity Board (now Punjab State Power Corporation Limited) provided 
that the work, for which there was no fi nancial provision or inadequate 
financial provision, should be referred to the Whole Time Members (WTMs) 
of the Board. · 

In the marshalling yard" of Guru Nanak Dev Thermal Plant (GNDTP) 
Bathinda, railway track measuring 10.78 km and comprising eight lines had 
been laid with 75 pound rails. Out of these eight lines, two lines measuring 
1.82 km deteriorated due to their maximum use. The e lines could not be 
repaired due to non availability of 75 pound rails, their fittings and fixtures. 

In order to keep the mar balling yard in a complete operative condition, the 
Techno Economic Committee ·of GNDTP, Bathinda recommended (May 
2006) complete renewal of the e two lines with 52 Kg rails with their fittings 
and fixtures at a cost of~ 1.50 crore. The WTMs of the Board approved (June 
2006) this recommendation. The authorities of GNDTP took more than seven 
months to decide whether to get the work executed by private contractors or 
by the Railways. It was only in February 2007 that the authorities of GNDTP 
decided to execute the work through competitive bidding process and invited 

A place where railway wagons are shunted and made up into trains and where engines, 
carriages, etc. are kept when not in use. 
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. . . . . . 

(March 2007) t~~ders, which were opened iri April 2007. 'fhree fiims . 
participated jn the tender: and a Mrimbai firm (N. Mohan Lal & Conipail.y) 

·quoted the ·lowest rate of·~ 1:89 crore for-this work.. The Cliief Engineer, , .. 
,GNDTP Bat¥nda cancellyd(Ma.y'2007) the tender on the plea that therates 
, quoted by the lowest fitni were very high as ·compared to the administrative ·· 
. approval of ~ 1.50 crore accorded by . the Board. and. dec;;ided to. get· the ~ork 
. done by the Railways as qeposit work. However, the Department of Railways 

showed (October 2007) their reluctancy to do the work. The work was held up· 
. • for about two years. It was ·only in April 2009 that revised administrative 

approval , of the WTMs was obtained and the work: was completed in 
December 2009 at ~ total cost of . ~ 2.45 crore bY procuring rails from the 
Steel Authority . of India : bmited and other materials through tenders and . 

. carrying out the work through labour contraCtor~ · · · · 
. . '" 

~. . . . . . __ ... _ . . . . . ·.. i:_ . . ,' ·- -. : .· .: .- . ·. :. · .. ·. ..'• . . . -. . 

· We observed that when the' .administrative approval given for the work was 
inadequate. as compared to. theJowesi quoted rates, the authority to decide the 
tenders iri. accordance with· the • provision ·cited above, vested with the W'fMs. 
ofthe.Board. ·Hence,· the ChiefEngin~er, :iristeaq · of'cancelling the lowest bid,· 
should have· .. approached W'fMs for further decision/revised · adininistrative 

. approval.. The· dec;ision of Chief Engineer· to cancel the ·lowest bid was also 
'flawed one as the rates quoted by the Jowesttender .were. not comparable with 
that of the administrativ~. approval given by the. Board; because the cost. 
estimates considered iii tile. adrriinistrative. approval excluded wastage, hi.bour 

· rate esca.J.ation, contingency charges,' seniice tax etc~ ·The injudicious decision 
: of.the.:Chief.Engineer led to subsequent execution of the workjncurring :cl?xt:ra 

''' ·expenditure of~ 56~19Jilldl~~245.14lakh.,.~ i89.Q4.lakh). .· .· · •. ·~: · .. 
. - . . . . : . . . . 

The Management--interalia stated (March 2011) that the·.tendered amount of 
~ 1.89 crore did not includ,e· overhead charges, whereas the actual expenditure · 

.·of ~2.45 crore inclugedpronita ·charges' of head Office .. ·It was further stated 
. that the expenditure workbd out to~ 2.19 crore onadjustingforinflation and 
·the net difference iri cosfof ~. 30 lakh was reasonable. The reply is not 
justifiable because the lowest tender amount of ~ 1.89 crore. was. fqr the work 
to be executed on turnkeybasis and involved no overhead charges. Further, 

·the ·work· was subsequently executed· on split :package basis,. partially 
· ; departmentally and parti3lly -through contractors;' which involved prorata 

charges of head offke. 'fhe action of the Chief Engineer to cancelthe tender 
. was riot only injudicious but . als(y was beyorid his powers as per the . 
. regulations . which led. to.: subsequent·. inordinate d~lay witb. consequent cost 
. escalation. : . ·· · · . ' · : · · · · · . · ~. 

' " .-; ' 

.. The matter was referred to the State· Government in· January 2011;. their reply 
· had not been received(Septe'mber 2011). · · . 

:(: 
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3.4l No11ll reml!eJrit11llg of the Matell"ialatt·Sitl:e accounrnt!:s· 

Fanll!Jlre tl:o adheJre to the i11llstJrllllctl:io11lls lled · tl:o 11ll011ll r:e11llderit11llg of the. accollll11lltl:s 
of maternal at!: snie costii11llg ~ 15.5i cJrore a11lld 11llori. Jrecovery of~ 74lJ~4Ualkh 
1[]1]!]. accoumt l[)lf shortage of maternalls. 

The erstwhile Punjab State ElectriCity Board (now the Punjab State' Power 
Corporation Limited)· .. issued instructions from time to time to ensure timely 
S\}bmission of the materiaL at site (MAS) accounts by the Junior Engineers 
(JEs) so as to minimise chances of misappropriation of material drawn from 
the stores. The instructions inter alia provided that: · 

> The concerned JE should· render the accounts of material at site within 
one month· from completion of the work, failing which disciplinary 
action should b~ icitiated · against the JE if the value of material 
exceeds~ 10,000. . .· ·.· . 

> . On transferfrom one station to other, the concerned JE should render 
the accounts of the work executed by him Within a period of one month 
and the certificate of rendering of accounts should be countersigned by 
the ·Executive Engineer within fifteen. days from the date of actual 
rendering ofaccounts by the JE. . · 

):;>. No J.E. should be allotted·new_work unless and unt.il he had rendered 
the accounts of the previous work on its. completion . 

. > Each Divi_sional office was required to send quarterly return depicting 
the position ot .'Ariear of MAS accounts' to the Board's Head Office. 

. . .. . 

·. Non-compliance of the instant instru¢tiqps )?Y";·tpe JEs and the divisional 
. offices ···of the Board/Cciiiipaiiy .foi ti~eiy ~eridering of accounts and 
finalisation thereof within stipulated period were pointed out in paragraphs 
3.13.3 and3.1.32 of the Audit Reports (Commercial);_ Government of Punjab 

· for the year ended 31 March 2004 and 2006, Separate audit reports on the 
accounts of the Board _and Inspection Reports of the divisional offices; We 
noticed that no remedial/ corrective. measures. w~~e taken. and irregularities . 
persisted as discussed in the succeeding paragraphs: 

3.41.1 Nl[)lll: re11llderlllllg ~f Materiall at!: Sit!:e (MAS) accmmts 

Duringtest check of records of seven Operation Divisiqns of the Patiala Circle 
and eight* Operation Divisions of other circles it was noticed that by 31 March 
2011, 99 JEs had notrendered the MAS accounts of 303 works completed 
between 1981 and 2009 ·. involving materiais worth ~ 15.51 crore. In 
contravention of the instructions ibid, new works were allotted to the JEs 
without getting the MAS accounts of the previous completed works and nine 
JEs, transferred between July 2008 and February 2010, did not fender the 
accounts of 21 works involving material of'( 1.39 crore. 

Operation Model Town Division, Jallandhar; Operation Division Ropar; Operation Agar .. , .. 
Nagar Special DivisioJ:!., : Ludhiana; Operation Division Faridkot; Operation Division 
Raikot; Operation Division Mal out; . Operation J anta Nagar Special Division, Ludhiana 
and Operation Suburban Division, Amritsar .. · 
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. • 3.4t2 Sllnortages ·of Mat~rlian 

.. On submission of MAS account by the JE after completion of work, material 

. drawn againstthe work is required to·he verified with the material utilised gn 
the work as per measurement book and the unutilised material is to be. returned 
to Store through the· Store Return Warrant. The difference, if any, found is· to . 
be booked as s_hortage against the JE concerned. We noticed that~ 74.84lakh 

. was outstanding on account of shortage of materials against 29 JEs for the··. 
period ranging from one to 28 years. Out of the 29 JEs, six have expired and 

· three have r~tired from' service~ It is evident from the above that the 
·company/Board had riot taken any·serious and effective action to recover the 
amount. 

3.4.3 Non reconciliation of MAS accounnts at Head Office 
' 

' . . 

.·We also observed that ~learance of the pending MAS accounts wen~ not 
monitored properly at the Head Office level as even· the figures of arrear· of 
MAS accounts. of seven Operation Divisions in the Patiala Circle (360 works. 

·involving material of~ 6.83 crore) at Head Office. did not tally with the actual 
arrear of MAS accounts of the Operation Divisions in the Patiala Circie (S08 . 
works involving materialof~ 14.43 crore) as of 31 March 2010, ,. · · · 

• I 

Thus, in the divisions test checked, non adherenc.e to the Board's instructions 
led to .non ·re~dering) of the accounts ofmaterial_fOSting. ~-.15 .:S 1-crore? .])..,y~ides 
non recovery of~ 74.84lakh· agairist.shprtage .ofmaterials. Due to abnohnal 
delay of o:ne to 28 yearsjn rendering ofthe accounts by the JEs and lethargic · 
attitude· ofthe administnl.tion of the Board/Company in taking action against 
the JEslbivisional Officers concerned, misappropriation of the materials could 
not be ruled out. 

· To a.void such incidents, the Cmnpany' should monitor and ensure that its field 
officers str,ictly adhere to: the instructions o~. rendering of the MAS accounts of 

' corirpieted works, failing which it·. should fix. responsibility against · the · 
· .. defaulters. The Company should also take serious action to clear the pending 

MAS accounts in a time bound manner. ' 

The matter was referred to the State Government and the Company m 
February 2011; their reply had not been received (September 2011). 

( 
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Punjab State Power Corporation Limited and Punjab State 
Transmission Corporation Limited 

3.5 Blocking of funds 

Procur ement of material for transmission works without ascertaining 
finalisation of the route plan and obtaining the required clearances 
resulted in blocking of funds of ~ 1.67 crore since November 2007 and 
consequential loss of interest of~ 70.34 lakh. 

Manual of Capital Expenditure and Fixed Assets of the erstwhile Punjab State 
Electricity Boardt inter alia provided that proper survey should be conducted 
before preparation of the transmission route plan and the required clearances 
should be obtained from the concerned authorities before taking up 
construction of the transmission lines. 

With a view to ensure reliable power supply under the APDRP scheme, the 
Chief Engineer (Operation) Central Zone, Ludhiana made (January 2005) 
provision for erection of 45.5 KM of multi circuit 11 KV Line on towers in 
Mandi Gobindgarh and Khanna Operation Divisions. The task of procurement 
of material and execution of the line works through contractors was entrusted 
to the Chief Engineer, Transmission Lines (CE, TL), who procured 
(November 2005 to October 2007) 326.31 MT of tower material costing 
~ 1.67 crore. In the meantime, the Deputy Chief Engineer (Dy. CE), 
Distribution Circle, Khanna was reminded repeatedly by the CE (TL) about 
the route plan of the lines and clearances from the concerned authorities. In 
.response, the Dy. CE, Khanna intimated (November 2008) that clearance from 
the National Highway Authority of India (NHAI), Forest Department and 
Municipal Authorities could not be applied for due to the proposed six Ianing 
of Ambala- Amritsar highway on which multi circuit towers were to be 
constructed. He further opined (January 2009) that the work orders for the 
line should be issued only after taking clearance from the NHAI. Keeping in 
view the uncertainty of starting the work, the Member, Transmission of the 
Board decided (February 2009) to drop the proposed work and directed to use 
the tower material already procured in other works. The material, however, 
remained unutilised (July 201 1) and was lying in the Ablowal store. 

We observed that the CE (Operation) Central Zone, Ludhiana entrusted the 
work of procurement of material for the multi circuit 11 KV towers to the CE 
(TL) without finalisation of the route plan and without obtaining the required 
clearances from the concerned authorities. The CE (TL) procured the material 
in advance without ascertaining finalisation of the route plan etc. Thus, 
procurement of the material in advance without proper planning and 
coordination coupled with non utilisation of the same in alternative works 

t Punjab State Electricity Board was unbundled (16 April 2010) into two Government 
Companies i.e. Punjab State Power Corporation Limited and Punjab State Transmission 
Corporation Limited. 
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resulted in blocking of fu nds worth ~ 1.67 crore since November 2007 with 
consequential loss of interest of ~ 70.34 • lakh. 

The Management, while accepting the facts, stated (July 20 II ) that al l out 
efforts were being made to utilise the material in alternati ve works. 

The Companies ' must ensure obtaining of statutory clearance from the 
concerned authorities before start of any work in order to avoid delay in the 
execution of project and blockage of funds. 

The matter was referred to the State Government in May 201 1; their reply had 
not been received (September 201 1). 

I Punjab State Transmission Corporation Limited 

3.6 Unfruitful expenditure on construction of a transmission line 

Failure of the Board to obtain final clearance from the Forest Department 
resulted in unfruitful expenditure of ~ 3.61 crore o~ a transmission line 
and consequential loss of interest of~ 1.74 crore. 

Manual of Capital Expenditure and Fixed Assets of the erstwhile Punjab State 
E lectri city Board inter alia provided that forest and environment clearance 
should be obtained from the concerned authorities before taking up 
construction of the transmission line. The Indian Electricity Rules, 1956, 
stipulated that supply of energy should not be commenced in the transmission 
line without obtaining approval of the Chief Electrical Inspector (CEI)+. 

The Board planned ( 1999-2000) to construct a 29.59 krn long 220 KV double 
circuit overhead transmission line from Ranjit Sagar Dam to Sarna. In 
January/May 2001, the Board deposited an amount of ~ 75.20 lakh to the 
Forest Department to use 46.54 hectares of forest land for the construction of 
this transmission line. The construction of towers and stringing work of one of 
the circuits was completed and energised in August 200 1. In February 2004, 
the Forest Department demanded ~ 4.28 crore towards afforestation in 
addition to the amount already paid by the Board. The Board planned (August 
2004) the stringing work of the second circui t of this transmission line by 
borrowing funds from the Rural Electrificati on Corporation at an estimated 
cost of ~ 6.60 crore, which included ~ 4.28 crore required by the Forest 
Department. Accordingly, the loan was got approved (February 2006) from 
REC for the said work. 

We observed that the Board without depositing ~ 4.28 crore and obtaining 
final clearance from the Forest Department completed (May 2007) the 
stringing work of second circuit at a cost of ~ 3.6 I crore and approached (May 
2007) the CEI for permission to commission the line. The CEI pointed out 

• Calculated at the prevail ing interest rates on cash credit ranging between 11.75 per cent to 
13.50 per cent from November 2007 to March 20 I I. 

• An Electrical Inspector appointed under secti~n 36 of the Indian E lectricity Rules, 1956. 
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(June 2007) several shortcomings which included inadequate vertical gap 
between the conductor and. ground level at many places in the hills and 
advised cutting 'ofthe hills to maintain the desired level ofgap. In the absence 
of requisite payment of afforestation charges and final clearance from the 

. Forest Department, the Board could not proceed further for removal of the . 
defects pointed out by the CEt Resultantly, the second circuit of the 

· transmission line remained to be commissioned even after the lapse of four 
years from completion of the work. ' 

The . Executive Engineer, Tower line, survey and construction division, 
Jalandhar did noLinitiate timely action to obtain the final Clearance from the 
Forest Depattrnent and it was only on receipt of a letter. from the Forest 
Department in July 2009 for depositing the Net Present Value of the land, he 
fumi~hed (Au gus~ 2009) ·a:n -.undertaking for depositing the amount. However, 
the amount was riot deposited and the final clearance from the Forest 
Department was still awaited (April2011). 

The, Management of the Punjab State Trarisn'lission Corporation Limited stated 
· (Apri120ll) thatforest clearance for the second circuit was not applied foras 
the first circuit of the transmission line. was already working and thUS; there 
had been no delay on the part of any 'officer/o1:Iicial in applying for clearance .· 
froni the Forest Department. The reply is not acceptable as iri accordance with 

· the·_· instructions ··for Sui'Vey of Translllission Lines, forest clearance was 
necessary before · taking up the stringi.ng work· of second circuit of .the 
tnmsmission line. The· erstwhile Board/. Company's officials neither remitted 
theaffoiestation amo'i.mt demandedhy theForest_Departmeht nor vigorously· · 

.. pursued the matter to obtain their clearance. 

Thus, the injudicious deCision.· to carry. out the stringing work of the second 
circuit without obtaining the . necessary final clearance froin the . Fares( 
Department at the first instance and subsequent failure to pursue the matter _in 
time resulted in unfruitful expenditure of~ 3.61 crore on the work completed 
as early as in May 2007 aliongwith consequential loss of 1nterest of 
~ 1.74 crore~. 

The Company must ensure obtaining statutory . clearance from Forest 
Department/ other agencies before start of any work in order to · avoid"nny 
delay in the execution_of project and blockage offu:rids. 

The matter was referred to the· State Government . in December 201 0; their 
reply had not been received (September 2011). 

"' Calculated at th~ prevailing interest rates onib~sla1c~n from REC ranging between 13.00 
per cent to 12.25 per cent from June2007 to March2011. · · 

,:;:. ·'· .. .'-·. 
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3.7 Damage of foodgrains 

Failure of the Company to deliver the wheat stocks on FIFO basis coupled 
with inadequate fumigation and improper storage resuJted in damage of 
wheat stock of 55,412 MT valuing~ 64.91 crore. 

The Punjab Agro Foodgrains Corporation (Company) is one of the State 
procuring agencies to procure foodgrains for the central pool on behalf of the 
Government of India. The Company procures wheat of the pre cribed quality 
from mandis at the minimum support price, stores in the godowns/ open 
plinths and delivers the same to Food Corporation of India (FCI) for the 
central pool. 

During the three crop years ending March 2010, the Company procured and 
stored 30.45 lakh Metric Tonnes (LMT) of wheat (7.64 LMT in 2007-08, 
11.18 LMT in 2008-09 and 11.63 LMT in 2009- 10). As of March 2011 , the 
Company had undelivered wheat stock of 1.39 LMT of which 55,412 MT 
valuing ~64.9 1 crore relati ng to the crop years 2007-08, 2008-09 and 2009-10 
was lying in damaged and non-issuable conditions. Out of this, 23 ,708 MT 
was declared as damaged and 3 1,704 MT was categorised a non-issuable. Out 
of the 20 districts in the State, scrutiny of record in four• districts which bad 
49,052 MT (88.52 per cent) of the damaged wheat revealed the following : 

3.7.1 Non following of FIFO principle 

As per the guidelines issued (October 2002) by the Ministry of Consumer 
Affair , Food and Public Distribution, Government of India, the wheat stock 
should be issued on first-in-fust-out (FIFO) basis so as to avoid damage due to 
prolonged storage. The Company, however, fai led to follow the guidelines 
leading to damage of huge quantity of wheat. The quantum of wheat procured 
during the three crop years i.e. 2007-08, 2008-09 and 2009-10 and the stock 
position as on 31 March 2010 of the relevant years are given below: 

---- --------------- -. 
.,; . 

Patiala 87,185 1,09,899 8) ,224 956 34,338 58,173 
Fatehgarh Sahib 16,948 30,993 30,9 13 879 20,577 19,306 
Moga 48,249 6 1,064 83,960 1,384 5,372 40,948 
Tam Tarn 60,252 87,765 53,463 - 44,352 27,474 
Total 212,634 189,722 249,560 3,219 104,639 145,901 

The above table shows that wheat stocks were not being delivered to FCI as 
per the FIFO principle, as 1 ,03, 659 MTH of wheat stock pertaining to the 

+ Patiala, Fatehgarh Sahib, Moga and Tarn Tam. 
+-+ Wheat procured: 2,49,560 MT - Stock as on 31 March 20 I 0: I ,45,90 I MT= I ,03,659 MT. 
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crop year 2009-10 was delivered to FCI in that year, when 3,219 MT of the 
crop year 2007-08 and 1,04,639 MT of the crop year 2008-09 were available. 
We observed that this was mainly due to failure of the District Officers/field 
staff and ineffective monitoring by the Head Office of the Company. Though, 
the District Officers submitted fortnightly return of the wheat stock 
movement to the Head Office, the latter did not give timely and specific 
directions to the field staff to move the stock on FIFO basis. No efforts were 
made to move even those stocks which were indicated as on the verge of 
damage in monthly health reports of the stocks. Thus, the very purpose of 
preparation of the two returns namely fortnightly movement reports and 
monthly health reports to ensure the quantity and quality of the stocks of 
foodgrains, has been defeated. Due to prolonged storage coupled with 
inadequate curative treatment/fumigation and improper storage etc (as 
discussed in paragraphs 3.7.2 and 3.7.3 infra), 2,199 MT* of wheat valuing 
~ 2. 17 crore®, 34,714 MT'~' of wheat valuing~ 40.37 croreK and 18,499 MT® 
of wheat valuing~ 22.37 crore• pertaining to the crop years 2007-08, 2008-09 
and 2009-10 respectively (as of 31 March 2011) had been damaged or became 
non-usable. 

3.7.2 lmproper storage of wheat 

According to the Ministry of Consumer Affairs, Food and Public Distribution 
guidelines cited above, the sites selected for open/ cover and plinth (CAP) 
storage of wheat should have high plinth level preferably with pucca masonary 
work. It was, however, noticed that 24,895 MT of wheat stock of the crop year 
2008-09 were stored in the open kacha and low lying plinths at Dera Mir Mian 

1: 
-- ll (8,690 MT) and 

Kotla Bhai Ke 
... ....,.. ._.... (16,205 MT) in the 

..... -...c be district of Fatehgarh 
Sahib. Despite 
repeated intimation 
(September, October 
and November 2008, 
March and October 
2009) by the FCI 
authorities to the 
Senior District 

Manager of the Company that the stocks were in heavily infested condition, 
the Company did not take adequate and timely remedial measures for proper 

Ferozepur; 526 MT, Moga: I ,249 MT, Patiala: 393 MT, Sangrur: 6 MT and Taran Tarn: 
25 MT. 

® Calculated at acquisition cost of'{ 9,856.80 per MT (Crop year 2007-08). 
v Arnritsar 918, Fatehgarh Sahib 14,3 11 MT, Ludhiana 1,252 MT, Patialal5,582, Sangrur 

5 I MT and Tarn Taran 2,600 MT. 
K Calculated at acquisition cost of'{ II ,628.80 per MT (Crop year 2008-09). 
GP Amritsar 34 MT, Barnala 3,157MT, Fatehgarh Sahib 13, 162 MT, Ludhiana 305 MT, 

Patiala 1, 168 MT, Sangrur 573 MT, Tam Taran 100 MT. 
Calculated at acquisition cost of'{ 12,092.70 per MT (Crop year 2009- 10). 
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storage of the stocks. As a result, 5,370.15 of MT'"of wheat stock valuing 
~ 6.24 crore was damaged. 

3.7.3 Damage of wheat stock due to negligence 

The Company issued instructions in August 2001 regarding upkeep of wheat 
stocks during storage and reiterated from time to time which inter alia 
provided that the District Manager was required to inspect the stock once in a 
fortnight and make record of the inspections and ensure removal of the 
anomalies observed in the preservation of wheat stock by the plinth incharge 
and flx responsibility against the negligent officials. The District Manager, 
Fatehgarh Sahib, however, failed to conduct periodical inspection in respect of 
4, 127.90 MT of wheat stock of the crop year 2009-10 which was stored at low 
lying plinths in the Tehsil Complex, Khamano. The Assistant General 
Manager (Quality Control), FCI, Chandigarh intimated (March 2010) that the 
said wheat stock was lying unattended since· April 2009 as no officer of the 
Company was either posted or joined to take charge of the wheat stored. Due 
to not uncovering of the stacks for 10-11 months and non fumigation/ curative 
treatments, the quality of stocks deteriorated. The Head Office of the 
Company constituted (July 20 10) a Committee for segregation and 
upgradation of the wheat stock. On segregation and upgradation carried out in 
November 2010, 448.45 MT valuing ~ 54.23 lakh of wheat stock was found 
damaged and shortage of 139.45 MT of wheat valuing ~ 22.61 lakh was 
noticed. The damaged wheat had not yet been disposed off (March 2011). 

3.7.4 Inadequate fumigation of the wheat stock 

A per the FCI manual for Procurement, Preservation and Scientific Storage of 
foodgrains, nine gram of Aluminum Phosphide was required to treat one MT 
of wheat. The quantity could be increased by 20 per cent where the wheat was 
stored in open/CAPs and the treatment (fumigation()) was required to be done 
three times in a year. We observed that the Company failed to assess the 
demand of pesticides correctly and was not provid ing sufficient quantity of the 
pesticide for curative treatments/fumigation of the wheat stock. During the 
years 2007-08 and 2008-09, the Company procured and used 5,344 kg and 
4,000 kg of Aluminum Phosphide agai nst the requirement of 6,879 kg and 
10,061 kg respectively for the fir t fumigation. We further observed that the 
field staff was not maintaining any record of utilisation of pesticides provided 
by the Company. In the absence of proper ·records, utilisation of pesticides for 
the intended purpose could not be vouchsafed in Audit. Two specific examples 
of insufficient fumigation are highlighted below: 

• 

• 

Out of 34,236 MT of wheat pertaining to the crop year 2008-09 stored 
in open/CAPs at Samana Centre, 18,58 1 MT was delivered to FCI 
between June 2009 and M~y 201 0 leaving a balance of 15,655 MT of 
wheat which was required to be stored in good condition till their 

2,869.35 MT of Dera Mir Mian and 2,500.80 MT of Kotla Bhai Ke plinths. 
Fumigation is a method of pest control that completely fills an area with gaseous 
pesticides to suffocate or poison the pests within. 
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delivery to•FCI It was observed that370 kg:J: of Ahimirmm Phosphide 
was required for the first fumigation of 34,236 MT of wheat in CAPs . 

. However, the Salnana centre was supplied with only 100 kg of 
·. Aluminum Phosphide for the first fumigation which was just enough to 

fumigate only 9,259 MT of wheat. Thus; due to failure ofthe Company 
. to preserve the wheat in good condition, for want of adequate 
fumigation at the Samana centre coupled.· with prolonged storage, 
13,298 MTof.\.vheat valuing. ~ 15.46 crore became non issuable. 

Similarly, . the B.hikhiwind · centre of Tam Taran ciistri~t was never 
supplied with adequate quantity of Aluminum Phosphide during April 
2007 to March 2010 except for the ·second and third fumigation of 

. 2008-09. · Oii an average, 269 kg of Aluminum Phosphide per 
. fumigation was' supplied, which was sufficient to fumigate just 24,907 . 
· MT ofwheat stock, whereas the average wheat stockheld in this centre 

was about 42,886 MT .. Due to inadequate fumigation, 14,305 MT of 
wheat stock valuing ~16.63 crore becarl1e upgradeable:© 

. ·, - . . :. ' 

· Thus failure of the Company td deliver the. ~heat stock ,on· FIFO principle · 
coupled with inadequate fumigation and improper storage on low lying kacha 
plinths etc; resulted in. damage/ non issuable of wheat stocks .. of 55,412 MT 
valuing~ 64.91 crore. The matter needs to be 1nvestigated and disciplinary 
actions should be taken against the persons responsible for the lapses. • . · 

' ._ . . 

It is imperative that the Company take effective steps to ensure that~ the 
foodgrains are fully utilised for human consumption and not allowed to ·, 

· deteriorate in _goqowns due to prolonged and improper storage.· . 

. · The matter was reported to the State Govemmentand the Company in May 
20U:their replies hadnot beenreceived (September 2011} . 

' . 
----,--"----~·_;_' __ . - . . . . . . . 

34,236 MT of wheat stockx 10.8 grams (9 grams +20p~rcent thereon as the stock lying 
in open plinth) Aluminium Phosphide required to treat one MT of wheat. 

©. Upgradation is the process of segregating the damaged stock (i:e. separating the weeviled 
wheat stock/atta fcilJllation etc:) to make it fit for human consumption. · 
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Punjab State Industrial Development Co ration Limited 

3.8 Financial loss due to faulty One Time Settlement policy 

Allowing of rebate on principal amount in contravention of the Industrial 
Policy of the State and RBI's guidelines resulted in financial loss of 
~ 50.06 lakh to the Company. 

The Government of Punjab formulated (March 2009) One Time Settlement 
(OTS) policy for settling the outstanding loans of the loss making firms. As 
per the poli cy, the OTS amount shou ld cover principal amount of loan plus 
interest at concessional rate• from the date of disbursement till the cut off 
date. Further, the firms opting for lump sum repayment of the OTS amount 
within 90 days of conveying of acceptance by the Company were offered 
additional rebate of five per cent on arrived OTS amount. 

The Industrial Policy, 2003 of the State Government provided that the terms of 
OTS should be consistent with the Reserve Bank of India (RBI) guidelines. 
The guidelines issued by RBI for implementation of OTS by the commercial 
banks did not permit any rebate on the principal amount. 

We noticed that seven industrial furns• opted (March to May 2009) for lump 
sum payment of OTS amounting to ~ 25.06 crore within 90 days of conveying 
acceptance of the OTS amount by the Company. In the process the Company 
sacrificed ~ 64.39 crore by way of interest at the concessional rate from the 
date of disbursement till the cut off date and also allowed rebate of ~1.25 crore 
i.e. five per cent rebate on OTS amount against lump sum payment. This 
rebate of ~ 1.25 crore also included a rebate of ~ 50.06 lakh on principal 
amount. Our examination revealed that while deciding the five per cent rebate 
on the OTS, the Company did not give any reason· for granting rebate on the 
principal amount, which was not in tune with the Industrial Policy of the State 
and also the RBI' s guidelines. The Company, while implementing the OTS 
policy, did not bring this fact to the notice of the State Government. 

Thus, allowing of rebate on the principal amount in contravention of the 
Industrial Policy of the State and the Company's fail ure to take up the matter 
with the Government resulted in financial loss of~ 50.06 lakh. 

The Management stated (April 2011) that in none of the cases mentioned.in 
the audit para, the Corporation has settled the accounts at amounts less than 
the outstanding principal plus expenses. The reply is not acceptable as by 
allowing five per cent rebate on OTS amount against Jump sum payment, the 
rebate was automatically given on principal amount in contravention of RBI 
guidelines as well as Industrial Policy of the State . 

• Interest at the rate of 4 per cent to 12 per cent compounded half yearly on the basis of 
status of indu trial units as on 31 March 2008. 
Mls Brahma Steyr Tractors Limited, A.P Enzymes (India) Limited, S. N Paper Mills 
Private Limited, Triveni Yarns Limited, Glacier Ion & Gases Ltd, Kinara International 
Limited and Sihota Foods Limited. 
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We referred (February 2011) the matter to the State Government: their reply 
had not been received (September 20 11). 

Punjab Agro Foodgrains Corporation Limited, Punjab State Grains 
Procurement Corporation Limited and Punjab State Warehousing 
Corporation 

3.9 Loss of interest due to belated raising of claims 

Non/delayed raising of the bills for reimbursement from FCI resulted in 
loss of interest of ~ 7.11 crore to the procuring agencies 

The State procuring agencies§ procure paddy for the central pool on behalf of 
the Food Corporation of India (FCI) by availing cash credit from the banks. 
After getting the paddy milled, the resultant rice is delivered to FCI who 
reimburses to the procuring agencies the cost of rice, which includes the 
minimum support price, bonus and other incidental charges as determined by 
the Government of India (GO I) for each Kharif Marketing Season (KMS). 

The provisional rates of custom milled rice issued (October 2008 and 
November 2009) by GOI for the KMS 2008-09 and 2009-10 respectively 
included incentive bonuse. FCI issued instructions to the procuring agencies in 
November 2008 and December 2009 inter alia indicating that the provisional 
rates of rice were inclusive of bonus' of ~ 74.63 and interest• on bonus of 
~ 1.44 per quintal for the KMS 2008-09 and bonus of~ 74.63 and interest on 
bonus of~ lAO per quintal for the KMS 2009-10. Reimbursement of bonus 
and interest thereon was to be made by FCI on delivery of rice to it and on 
production of documentary evidence of payment of bonus to the farmers. 

The procuring agencies were required to evolve an effective internal control 
mechanism to monitor timely rai sing of the bills for reimbursement of 
Minimum Support Price (MSP) and other incidentals from the FCI. 

Mention was made in the paragraph 4.4 of the Audit Report (Commercial) 
Government of Punjab for the year 2009-10 about abnormal delay in raising of 
claims by Punjab State Civil Supplies Corporation Limited (PUNSUP) for the 
reimbursement of bonus paid to the farmers in addition to MSP. In spite of 
being pointed out in audit this irregularity still persisted in other procurement 
agencies. 

During test check of records of the three procuring agencies i.e. Punjab State 
Grains Procurement Corporation Limited (PUNGRAIN), Punjab Agro 
Foodgrains Corporation Limited (PAFCL) and Punjab State Warehousing 

Punjab State Grains Procurement Corporation Limited (PUNGRAIN), Punjab State Civil 
Supplies Corporation Limjted (PUNSUP), Punjab Agro Foodgrains Corporation Limjted 
(PAFCL) and Punjab State Warehousing Corporation (PSWC). 

E An additional payment to farmers with minimum support price as fixed by the 
Government of lndja. 
For average holding period of two months. 
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Corporation-(PSWC) in-five districts"', we observed that these agencies had 
not ensured timdy raising of the. bills to FCI. for· getting the reimbursement. · 
Though the procuring ·agencies had made _payment of balms to the farmers at 
the time ofpurchase of paddy, the same was not claimed illlinediately on 

. delivery of rice to FCI. The bills for reimqursement ofbonus ofn6L45cmre 
were raised with delays ranging fmm·3 to 365 days for the crop year 2009-10 
respectively. The district office of PUNGRAIN, Ludhiana and the district 

· ·offiCe of PSWC, · Patiala have not rais~cl the bills for bonus of~ 32.84 cror:e for · 
the crop year.2009-1 0 sofar (31 March 2011 ). 

We further observed thattlu~ head offices of the~e companies neither)ss~ed. • 
specific instructions to their field offices to raise clainis for bonus in tiriie·llof . 
they ensured that the regular claims for costs an

1
d other incident~! chru,:ges -­

included._tpe colnpo~erit of bonus as well. The ·delayed/non raising ofbills for· 
~ 161.45crore (PAFCl, ~28.74 crore, PSWC ~ 33.47 crore and-PUNGRAIN­
-~- 99.2A cr6r~) .had resulted. in lo~s Of interest of-~-- 7.11 ctOre<l> (BAFCL: 
~ O~SO c~or~, PSWC: -~ L44 crore and Pungrain ~ 5.1 Tcrore) to: th~j>rottiprtg 

. -_ agencies .. ·-. · 
.. .• ' . 7 . . -. . . ...• 

.• .. 

. : ·. 

The. PSWC maml.gement --stated , (August _· 2011) _that: in,~ a¢<$ordance · with 
instructions of FCI, a certificate showing the details regarding the farmers 
name, village name arid details of sale of paddy etc. alorigwith his signature 
and duly verified by incharge.of Mandi Boaid; FoodandSupply Department· 
and,District Manager ofthe Company was required for pteferinent ofbonu·~ 
claims. The required process could·not becompleted in time due,to-shq,rtageof 

, staff which ,resulted in abnormal ~.el~y ~n)oclgihg of clrums for reimbursement· 
of bonus. The reply is not acceptable as~-the Corporation was not able to 
complete-tp.e required process· for fourmortths upto the end of March>2010 
after completion of the paddy procurement season in the month of November· 
2009 and further, the abnornial delay pointed out in the para is inrespect of .. 
· clai;ms preferred after Maich 2010. · · · 

. : . ' . . 
. . . 

The procuring agencies need to develop/strengthen the monitoring mechanism 
so as to ensure prompt raising of the bills to FCI. . . 

The matter was referr~d to the PAFCL and PUNGRAIN and the State 
• J ' ' . . •. . . 

Government in May 2011; their repli~s had not been received (September 
2011). - . -

'1' _ Ferozpur,Ludhiana,Patiala,Simgrurand Moga. ··- _ 
<I> Werk~d.ouqsince.April2010)'from the month next-to the month of delivery to the month 

preceding the month of raising the bills at therate_ of 11.25 per cent for 2009-10, the •­
minimum rate of interest mi cash credit payable by the Companies. 
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PuDJab State Civil SuppUes Corporation Limited, Punjab Agro 
Foodgrains Corporation Limited and Punjab State Warehousing 
Corporation 

3.10 Deficiencies in implementation of the Atta Dal Scheme 

The Government of Punjab introduced (March 2007) the Atta Dal Scheme 
(ADS) to provide 35 kg wheat and 4 kg dal (pulses), which was subsequently 
reduced (2009) to 25 kg wheat and 2.5 kg dal, per fami ly at the subsidi ed rate 
of~ 4 per kg of wheat and~ 20 per kg of dal to the poor farniUes• of the State 
every month. Initially it was anticipated to cover 17 lakh families under the 
ADS. However, only 13.58 lakh families were identified by Director, Food 
and Civil Supplies & Consumer Affairs (DFSC), Government of Punjab on the 
basis of survey conducted (March/May 2007) through Deputy Commissioners 
of the State. Further, DFSC identified (March 2007) that 4.68 lakh families 
already covered under the Antyodaya Anna Yojna and Below Poverty Line 
schemes of the GOI were also included in 13.58 lakb families identified under 
ADS. Thus, the numbers of families covered under ADS were reduced to 8.90 
lakb families. For implementation of this scheme, blue cards were issued to 
the identified families . 

The DFSC, Punjab fixes the targets of procurement of wheat and dal under the 
ADS scheme. The procurement, storage and delivery of wheat for ADS were 
entrusted to the Punjab State Civil Supplies Corporation Limited (PUNSUP), 
the Punjab State Warehousing Corporation (PSWC), the Punjab Agro 
Foodgrains Corporation Limited (PAFCL) and the Punjab State Cooperative, 
Supply & Marketing Federation Limited (Marlcfed)®. These agencies procured 
wheat from the mandis at the Minimum Support Price (MSP) fixed by the 
Government of India. Dal was procured by the PUNSUP by inviting tenders 
from the suppliers . During 2007-10,7.14 lakh MT of wheat and 1.47 lakh MT 
of dal (2007 -08 to 2010-11) were procured at a cost of ~ 1 ,229.14 crore 
(wheat: ~ 785.15 crore & Dal: ~ 443.99 crore). DFSC, Punjab issues district 
wise allocation of wheat and dal and PUNSUP was appointed as a Nodal 
agency for distribution of wheat and dal to the ration depot holders for further 
distribution to the beneficiaries. The guideUnes for implementation of this 
scheme inter alia provided that: 

);> Borrowing by availing cash credit limit was to be resorted to only in 
case the State Government was unable to provide the funds out of its 
budget. 

);> Wheat procured under ADS was to be stored in the covered godowns 
nearest to the wholesale points of PUNS UP. 

);> Wheat stock was to be liquidated on fust in first out (FIFO) basis. 

PUNS!JP was to submit the monthly consolidated claims to get reimbursement 
of the differential cost from the Government. 

• Whose annual income was less than ~ 30,000. 
• Not under our audit jurisdiction. 
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Records pertaining to procurement, storage and distribution of wheat for ADS 
by the three PSUs (other than Markfed) were examined in audit. The 
observations emanating therefrom are discussed in the succeeding paragraphs: 

3.10.1 Procurement and distribution of wheat 

The procuring agency wise procurement, distribution and balance stock of 
wheat for the crop years 2007-08, 2008-09 and 2009- 10 are given below: 

(Fil!ures in MT) 

Pncuremeat ol wbal Dillrlbutloa ol wbal. B8laDce Stock ol wheat 
As ol31 Mardi lOU 

(Cropyar) (Crop year) (Crop year) ., .. 2008-09 aot-10 ., .. 2008-09 2009-10 ., .. 2008-09 .,_10 
3,00,000 79,500 73,052 3,oo.ooo• 79,4 15 67,538 - 85 5,5 14 

- 76,6 12 ' 5 1,6 12 - 71 ,620 39,378 - 4,992 12,234 
- 79,419 53,609 - 69,790 34,80 1 - 9,629 18,808 

3,00,000 235,531 178,273 3 00 000 2,20,825 141 717 - 14,706 36,556 

No wheat was procured in the crop year 2010- 1 I for ADS due to huge stock of 
wheat carried forward from the earlier crop years. 

3.10.2 Non recovery of the carry over charges 

The State Government anticipated the coverage of 17 lakh families under ADS 
and decided (March 2007) to procure 6.00 lakh MT of wheat for the crop year 
2007-08 (3.00 lakh MT each by PUNSUP and Markfed). However, 13.58 
lakh families were identified under this scheme which also included 4.68 lakh 
fami lies, already covered under GI.JI sponsored schemes. The procuring 
agencies, however, continued to procure wheat for the scheme without 
considering these factors and as a result, 3.75 lakh MT of wheat was procured 
in excess. Being a nodal agency, PUNS UP requested ( 14 and 20 June 2007) 
the State Government for conversion of the excess procured wheat to the 
central pool. The State Government in the frrst instance took up the matter ( 14 
June 2007) with the GOI for conversion of 1.76 lakh MT•• of wheat to the 
central pool and the same was converted to the central pool in June 2007. 
Subsequently, the State Government belatedly took up the matter (March 
2008) with the GOJ for conversion of remaining 1.99 lakh MTtt wheat of the 
excess wheat procured (3.75 lakh MT). The same was converted to central 
pool in March 2008. FCI in accordance with the GOI' s instructions ( May 
2007) that wheat deli vered to the central pool should not be older than one 
year, did not release payment of the carry over charges (i.e. custody and 
maintenance charges) of~ 6.97 crore to PUNSUP in respect of 0.81 lakh MT 
delivered in March 2008. 

19 Distribution of wheat (in the case of Punsup) excludes 5.52 lakh MT de livered under ADS 
from the centrally sponsored schemes. 
It includes 1.70 lakh MT of wheat de livered to the central pool. 
Punsup: 0.89 lakh MT and Markfed: 0.87 lakh MT. 

tt Punsup: 0 .8 1 lakh MT and Markfed: 1.18 lakh MT. 
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We observed that in such case the carry over charges should have been 
recovered from the State Government as the delay in conversion of excess 
procured wheat to the central pool was on their account. However, the 
PUNSUP did not initiate any action for recovery of carry over charges from 
the State Government except pursuing with the FCI through DFSC for its 
recovery which was not accepted by the FCI. 

3.10.3 Deterioration of wheat stock 

Out of the total balance stock of 51 ,262 MT of wheat (as on 31 March 20 lJ ) 
valuing~ 86.69 crore, 20,161 MT'~' of wheat stock valui ng ~ 34.13 crore was 
stacked (March 2011) on open plinths for 22 to 34 months due to non 
availability of covered godt>wns exposing the wheat to deterioration in quality. 
PAFCL management observed (January 2011 ) that the stock of wheat lying on 
the open plinths was being damaged due to non liquidation and prolonged 
storage. The monthly health condition report of the wheat stock submitted by 
District Offices reported that the top and bottom layers of gunny bags were 
being affected badly due to rain and long storage and inadequate fumigation in 
case of district office Patiala. The Company repeatedly requested DFSC, 
Punjab to make arrangement for lifting of the wheat stock to avoid further 
deterioration: However, DFSC did not initiate any action for lifting of the 
stocks. Audit observed that in the Faridk:ot District Office of PAFCL, 844.94 
MT of wheat stock of the crop year 2008-09 and 2009-10 valuing ~ 1.46 crore 
were lying on the open plinths in damaged condition due to improper 
maintenance by the plinth incharge and also observed shortage of 220.46 MT 
of wheat valuing ~ 38.21 lakh. The Management of the PAFCL stated 
(March/May 20 11) that action against the concerned officials and for disposal 
of damaged wheat was onder process. 

Director, Food Civil Supplies and Consumer Affairs, Punjab stated (June 
201 J) that the concerned agencies have been directed to initiate disciplinary 
action against the delinquent official since agencies did not preserve the grains 
properly. Further developments are awaited (September 2011). 

3.10.4 Diversion of the wheat allotted for the centrally sponsored scheme 

Public Distribution System (Control) Order, 2001 issued by the GOI in August 
2001 specifically mentioned that the State Government hould not divert the 
allocations made by the Central Government for distribution under the Public 
Distribution System"'. ~urther, it was instructed by the Food Corporation of 
India (FCI) that the allocated quantities of foodgrains from the central pool 
meant for a particular scheme may not be diverted to any other scheme. In 
violation of the instructions, DFSC intimated to the District ControUers I 
PUNSUP to di vert the wheat allocated by the GOI for the Above Poverty Line 

PUNSUP: 2,725 MT (2009- 10), PSWC: 847 MT (2009-10) and PAFCL: 10,381 MT 
(2009-10) and 6,208 MT (2008-09). 

• The system for di tribution of essential commodities such as rice, wheat, sugar etc to the 
ration cardholders throu~h the fair price shops. 
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· families'R to ADS. Accordingly, PUNSUP diverted 5.52 lakh M'f of wheat 
(0.53 lakh MT in 2007-08, 1.82lakh MT 1n2008-09 and 3.17 lakh MT in 
2009-10) valuing~ 648.69 crore allocated for the APL families to ADS. This 
has not only resulted in, violation of the standing instructions of GOI but also 
non-liquidation of 51,262 MT of wheat stocks valuing~ 86.69 crore of ADS 
lying in different district offices of the State procuring agencies. 

Director, Food Civil Supplies and Consumer Affairs, Punjab stated (June 
2011) that large numbers .of APL families were also covered under the ADS 
and with the diversion :of wheat of centrally sponsored scheme to ADS, the 
APL families got wheat at lesser price. The reply ·is not acceptable as the State 
Government/PUNSUP has not taken the approval from the GOI before 

· diverting the APL wheat under the ADS. 

3.10.5 . Inadequate State budgetary support 

The difference between the purchase cost and the issue price ~o the 
beneficiaries is reimbmsed by the Government to the procuring agencies. 
Though, the State Government made budget provisions of~ 25L97 crore for 
the year 2007-08 and ~ 300 crore each for the year 2008-09 and 2009-10 
under this scheme, it released only ~ 101.25 crore (in two installments i.e. 
~ 31.25 crore in August 2007 and ~ 70.00 crore in April 2008) during these 
years. As on 31 March 2011, ~ 1,127.37 crore (Punsup: ~ 655.07 crore, 
PSWC: ~ 136.66 crore, PAFCL: ~ 127.58 crore.and Markfed: ~ 208.06 crore) 

: . I . 

were due from the State Government to the State procuring agencies. Though 
the State Government made a budget provision of~ 350 crore in 2011-12 in 
the State budget for this scheme and released (May 2011) ~ 147.40 crore to 
the PUNS UP for procurement of 1.00 lakh MT wheat of crop year 20U -12 by 
the State procuring agencies, it did not release any payment against 
recoverable amount of.~ 1,127.37 crore. Due to the deficient budgetary 
support, the PSU s had to avail cash credit from the banks for ADS and as on 
31 March 2011, an amount of ~ .516.76 crorea was outstanding on this 
account. Engagement of the state PSU s in such a social welfare scheme 
without providing aqequate budgetary support indicates the poor financial 
status/management of the Government. ' 

Director, Food, Civil Supplies and Consumer Mfairs, Punjab stated (June 
2011) that all the due amount of subsidy will be cleared as and when funds are 
released by the State Government. Further developments were awaited (July 
2011). 

The matter was referred to the PUNSUP, PAFCL and PSWC in April 2011, 
their replies had not been received (September 2011). 

9\ . Those families who h~~e been issued APL ration cards for issue of foodgrains under the 
Public Distribution system. 

a PUNSUP (UCO Bank:~ 279.99 crore), P~WC (Canara Bank: ~ 63.44 crore and Bank of 
Maharashtra: ~ 51.60 crore) and PAFCL (Union Bank of India:~ 99.13 crore and ICICI 
Bank:~ 22.60 crore). · 
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I Statutory corporations 

I Punjab State Warehousing Corporation 

3.11 Loss of interest 

Failure of the Corporation to take up the matter with the Government for 
making a provision of compensation in lieu of waiver of interest clause for 
the extended period of milling and delivery of rice resulted in financial 
loss of ~ 45.15 crore. 

Punjab State Warehousing Corporation (Corporation) procures paddy for the 
central pool on behalf of the Government of India (GOI). After getting the 
paddy milled from the rice millers in the State, the Corporation delivers the 
rice to the Food Corporation of India (FCI). The Corporation avails cash credit 
from the bank to manage procurement, storage and delivery of foodgrains, till 
it gets reimbursement from FCI. 

The Custom Milling Policy and Draft Agreement with the millers for the 
Kbarif Marketing Season 2008-09 issued (September 2008) by the State 
Government required the millers to deliver rice as per the following schedule: 

• October 2008 
• November 2008 to February 2009 
• March 2009 

10 per cent 
20 per cent each month 
10 per cent 

In case of failure to adhere to the above mentioned schedule, interest at the 
rate of 12 per cent of the cost of rice less delivered was to be charged by the 
Corporation from the millers for the period of delay. On the requests of the 
State Government from time to time (November 2008 - March 2010), GOI 
extended the delivery period of rice intermittently upto 15 April 2010. In the 
provisional rates for the custom milled rice fixed (October 2008) for the crop 
year 2008-09, GOI allowed interest for two months on the amount invested by 
the Corporation for procurement and milling of paddy. Subsequently in June 
2009, the State Government dispensed with the penal interest payable by the 
millers for the delay in milling, without compensating the procuring agencies 
for their increased liability of interest on cash credit during the 
extended/delayed period of milling of paddy and delivery of rice. 

We observed that due to extensions in del ivery chedule, the milling 
operations for the year 2008-09 continued upto January 2010. To safeguard its 
interest, the Corporation, immediately after the State Government' decision 
to waive the interest payable by the millers, should have taken up the matter 
with the State Government for making a provision of compensation in lieu of 
waiver of interest for extended/delayed period of milling of paddy and 
delivery of rice. However, the Corporation did not initiate any action in thi 
regard. Failure of the Corporation to take up the matter for making a provi ion 
of compensation in lieu of waiver of interest for extended/delayed period of 
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milling of paddy and deli-very of rice with the Government resulted in 
financial loss of~ 45.15• crore to the Corporation. 

The Management stated (May 2010) tliat it was theprerogative of the State 
Governmerir to take up the; matter whli 'th.e GOt The reply is not- acteptable 
because the Corporation can • not absolve its responsibility to safeguard its 
financial interest. It was the duty of Coq>Oratio:ri to take up the matter with the 
. State Goverriment either to compensate the procuring. agencies· on its own or to 

. take up the 1llatter with GOL for compensation in lieu of loss of interest. 
Subsequently, on being pointed out (November 2009 and June 2010) in audit, 
the State Government directed (October 2010 and March 2011) the Punjab 
~tate.· Grains· Procurement Corporation • Limited (nodal agency) to take up· the 
matter with GOifor compensation of loss ofl.nterest. However, the matter was 
not taken up with GOI till July 2011. it would be pertinent to mention that it 
wa's the Government of Plinjab's decision to waiveits own term of levy of 
interest from' the· defaulting millers and GOI was not bound to pay any 
compensation on this account· 

The State Government should consider the desirability to make a·provision for 
,compensation to the Public Sector UndertaJ9ngs m order to protect their 
financial interests. · · 

The matter was referred to the State Government in May 2011; their reply had 
not been received (September 2011). 

0 
. Calculated ~t the rate of i 1.25 per cent to B. OS per cen,~ per annum (allowed by the 
. Government ofindia on CC limit in provisional rates for ~ling of paddy) on the value 
of rice delayed delivered during the period November 2008 to January 2010. 
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3.12 Loss due to non-milling of paddy 

Failure to initiate action to shift the unmilled paddy to other millers at the 
risk and cost of the defaulted miller resulted in non milling of 7,750 MT of 
paddy valuing ~ 9.37 crore and consequential loss of interest of 
~ 1.41 crore. 

The Custom Milling Policy (CMP) for the Kharif Marketing Sea on 2009-10 
issued by the Government of Punjab in September 2009 inter alia provided 
that the entire paddy allotted to a miller was to be milled by 3 J March 2010 
and the quantity of paddy not milled by a miller during a mon~h would be 
shifted to other miller at the risk and co t of the defaulted miller, after giving 
notice in thi regard . 

The District Office, Ludhi ana of the Corporation allotted (October-November 
2009) 28, J 20 MT of paddy to Ganeshay Overseas Industries Limited for 
milling and delivery of 18,840 MT of rice to Food Corporation of India (FCI) 
by 31 March 20 I 0. The miller had, however milled only 19, 166 MT of paddy 
and delivered 12,841 MT of rice to FCI up to August 2010. Despite repeated 
reminder and extension g iven by the Government of India for milling, the 
remaining 8,954 MT of paddy wa not milled by the miller (May 20 I I ). 

We observed that even after lapse of more than eight month s ince Ia t 
delivery of rice in Augu t 2010, the District Manager, Ludruana without 
recording any reasons, had not initiated action to shift the unmilled paddy to 
other millers at the ri k and cost of the defaulted miller. There were 13 mille rs 
in Ludhiana district who had milled almo t I 00 per cent of the allotted paddy 
by August 2010 and as per the CMP the unmilled paddy of the defau lted 
miller could have been hifted to them. However, the paddy not milled by 
Ganeshay Overseas Industries Limited was not shifted I reallocated to the 
other miller for timely mi lling. The di trict office Ludhiana hifted (June 
20 11) only 1,204 MT of paddy to the miller of Barnala di trier, after 
obtaining approval of the Director Food & Civil Supplie , Punjab. The balance 
7,750 MT of paddy was neither milled by the defaulted miller nor the 
Corporation shifted the paddy to the other millers at the risk and co t of the 
defaulted miller. With the passage of time, deterioration in quality of the 
unmilled paddy cannot be ruled out. 

Thus, failure to initiate action in accordance with provi ions of CMP for 
shifting of the unmilled paddy to other mi llers at the risk and cost of the 
defaul ted mille r not on ly resulted in non milling of 7,750 MT (June 20 11 ) of 
paddy valuing ~ 9.37 crore 'I' but also led to con equential loss of intere t of 
~ 1.4lcrore• during the period April 2010 to May 20 11 on the fund borrowed 
for procurement of the unmilled paddy. 

'~' 7,750 MT paddy x 0.67 per cent out-tum ratio (expected extraction of rice from paddy) x 
~ 1803.79 (Cost per quintal of rice). 

• Calculated at the prevailing interest rate on cash credit ranging between I 0.30 to 12.25 
per cent from Apri12010 to May 2011. 
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The Management stated (August 2011) that other millers were contacted 
verbally at district level for getting the unmilled paddy lying with the said 
miller but no miller agreed to mill the same. The reply is not acceptable as 
there was nothing on record to corroborate the management' s statement of 
approaching other millers and the reply is an after-thought. 

The Company needs to evolve a mechanism to ensure that appropriate timely 
measures in accordance with the Custom Milling Policy are taken to ensure 
mi ll ing of entire paddy a llotted to the millers within the scheduled specified 
period. 

The matter wa.s referred to the State Government in Apri l 2011; their reply had 
not been received (September 201 1). 

·. I General 

3.13 Follow-up Action on Audit Reports 

Explanatory Notes Outstanding 

3.13.1 The Audit Reports of the Comptroller a nd Auditor General of India, 
represent the culmination of the process of scrutiny, starting with initial 
inspection of accounts and records maintained in various offices and 

·departments of the Government. It is, therefore, necessary that they elicit 
appropriate .and timely response from the executive. The State Finance 
Department issued instructions (August 1992) . to aU. the administrative 
departmel}ts .to submit detailed notes, du ly vetted by Audit indicating the 
corrective/remedial action taken or proposed to bi taken on paragraphs and 
reviews included in the Audit Reports, within three months of their 
presentation to the Legislature, without waiti ng for any notice or call from the 
Committee on Public Undertakings (COPU). 

The Audit Reports for the years 2002-03, 2003-0~. 2004-05, 2005-06, 2006-
07, 2007-08, 2008-09 and 2009-IO featuring 185' paragraphs/reviews relating 
to PSUs under the administrative control of 11 departments were placed in the 
State Legislature on the dates indicated in the following table. No replies in 
respect of 46 paras/reviews have been received from nine departments of the 
State Government by 30 September 2011 . 

Yearoftbe Date of Total no. of Number of JNII'IIII'IlPbl 
Audit Report Presentatioa pangrapbsl reviews for wblcb 
(Coaunerdal) reviews In tbe detailed notes were not 

Audit Report received. 
2002-03 June 2004 23 1 
2003-04 March 2005 22 3 
2004-05 March 2006 23 3 
2005-06 March 2007 28 2 
2006-07 March 2008 25 6 
2007-08 March 2009 24 7 
2008-09 March 2010 22 . 8 
2009-10 March 20 11 18 16 
Total 185 46 
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The department-wise analysis is given in Annexure 13. The departments 
largely responsible for non-submis ion of detailed notes were Power, Finance, 
Agriculture, Industries and Food and Supplies. The Government did not 
respond to important reviews that highlighted delay in taking action against 
defaulting mi1lers for failure to get the paddy milled within the stipulated 
period, avoidable payment of transportation charges and failure to take up the 
matter regarding reimbursement of interest and custody and maintenance 
charges with State Government/ FCI and deficiencies in planning, construction 
and commissioning of projects and purchase of power. 

Action Taken Notes 011 Reports of Committee on Public Undertaking 
(COPU) 

3.13.2 As per rule 25 of the Internal Working Rules of COPU, Punjab 
Legislative Assembly, replies to the recommendations in the form of Action 
Taken Notes (ATNs) are to be submitted by the administrati ve department of 
the PSU within six months from the date of placement of Report of COPU in 
the State Legislature. Replies to 2 paragraphs pertaining to one Report of 
COPU (84th) presented to State Legislature on 24th March 2008, 4 paragraphs 
pertaining to one Report of COPU (89th) presented to State Legislature on 6th 
March 2009 and 16 paragraphs pertaining to one report of COPU (91 st) 
presented to State Legislature on 25th March 2010, 11 paragraphs pertaining to 
two reports of COPU (95th & 96th) presented to State Legislature on 18th 
March 20 11 and 3 paragraphs pertaining to one report of COPU (98th) 
presented to State Legislature on 25th March 2011 had not been received as on 
30 September 2011. 

Action taken on the persistent irregularities 

3.13.3 With a view to assist and facilitate discussions of the irregularities of 
persistent nature by the State COPU, an exercise had been carried out to verify 
the extent of corrective action taken by the . concerned auditee organisations. 
The results thereof in respect of Government companies are included in the 
Annexure 14. 

Government Companies. 

Irregularities having financial implication of ~ 7.61 crore relating to Punjab 
State Civil Supplies Corporation Limited were included in the Reports of 
Comptroller and Auditor General of India for the years 2005-06 to 2009-10 
(Commercial) - Government of Punjab. These irregularities had been 
persisting for period upto six years. 

Response to Inspection Reports, Draft Paras and Reviews 

3.13.4 Audit observations noticed during audit and not settled on the spot are 
communicated to the heads of PSUs and concerned departments of the State 
Government through Inspection Reports. The heads of PSUs are required to 
furnish repHes to the Inspection Reports through respective heads of 
departments within a period of four weeks. Inspection Reports issued up to 
March 20 II revealed that 3,042 paragraphs relating to 948 lnspection Reports 
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pertaining to 4 1 PSUs were outstanding at the end of 30 June 2011. The 
department-wise break up of Inspection Reports and audit observations 
outstanding as on 30 June 2011 is given in Annexure 15. 

Similarly, draft paragraphs and reviews on the working of PSUs are forwarded 
to the Principal Secretary/Secretary of the administrative department 
concerned demi-officially seeking confmnation of facts and figures and their 
comments thereon withjn a period of six weeks. However, 15 draft paragraphs 
and two draft performance audit reports forwarded to the various departments 
during March 2011 to August 20 I 1 as detailed in Annexure 16 had not been 
replied so far (September 2011 ). 

It is recommended that the Government should ensure that: (a) procedure 
exists for action against the officials who fail to send replies to inspection 
reports/draft paragraphs/performance audit reports as per the prescribed time 
scheduJe; (b) action to recover loss/outstanding advances/overpayment is 
taken within prescribed period and (c) the system of respondjng to audit 
observations is revamped. 

CHANDIGARH 
The 

NEWDELID 
The

1 

~ 
(Mohinder Singh) 

Principal Accountant General (Audit), Punjab 

Countersigned 

(Vinod Rai) 
ComptroUer and Auditor General of India 
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Annexure- I 
(Referred to in paragraph 1.7) 

Stakmeot showing partjculars of up to cbu paid-up capital. loans outstandin g and manp6wer as on 31 March 2011 in respect of Government companies and Statutory corporations 

I Puniab A2ro I I 8 July I I I I I I I I I I -(all employees 
Agriculture 5.00 5.00 are on 

2002 

I Puniab A2ro Industries I 
-do-

I I February I 
45.46 I 1.25 I 2.50 I 49.2 1 I 5.50 I I I 5.50 

1966 
Punjab Agro Juices 

-do- I February I 50.00 I I I 50.00 I I I 25.91 I 25.9 1 
Umitcd 2006 
Punjab Alfio Powa 

-do- 8 July 2005 I I I 0.05 I 0.05 Limi1cd 
Puaiab Stae ~~ 

23 May 55.72:1 
Forest 

1983 0.25 - 0.25 - - 13.93 13.93 (40 : I) 267 -
I Puniab Stalie Gnins I 

I 
- (all 

Food and 10 March employees are 
S upplies 2003 1.05 - - 1.05 - - - - - on deputation/ 

I Pmljab Slae Seeds 
27 March I I I J I I I I I 

0.89:1 
Gorpol31ioo Limited Agriculture 4.51 - 1.11 5.62 - - 5.00 5.00 

(0.89: I) I 65 

I 
1976 

I Paojab W.a!a Resource 
Irrigation 26 

Managcmen~ & 
December I I I I 1 222.26 1 I I I 

0.75: 1 I Development Corporation 298.14 - - 298.14 - - 222.26 
(0.82: 1) 

2, 11 5 

Limited 1970 

I Puniab A!!ri Export 
Agriculture 17 January I 5.00 5.00 - - - - • - I I 13 

limited 1997 - -

399.41 1.25 13.66 414.32 227.76 44.84 272.60 
0.66:1 I 3,061 - (0.70:1 ) 
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Financing 
Punjab S!llte Industrial 

3 1 January 7.45: I 10. Development Corporation Industries 
1966 

78.2 1 - - 78.2 1 - - 582.62 582.62 
(6.98: I) 93 

Limited 

Punjab Venture Capital 4 December 
0.05 0.05 

4 
II . Limned -do-

1998 - - - - - - -

Punjab Vcnrure Investors 
-do-

4 December 
0.05 0.05 12. Trust Limited 1998 - - - - - - - -

Sector wise Total 
78.21 0.10 78.31 582.62 582.62 

7.44: 1 
97 - - - (6.97: I) 

Infrastructure 
13. Punjab Po lice Housing 30 March ' Corporation Limited Home 

1989 0.05 . - 0.05 . . - - 159 - - - - ' - - -
14. Punjab Small Industries 

and Expon Corporation Industries 
17 March 502 

Limited 1962 49.86 0. 15 - 50.0 1 - - - - -
i 

Sec:ter •ise Total 49.91 0.15 - 50.06 - - - - - 661 
Manufacture 
15. Punjab Communications 

-do-
2 1 July -

Limited 1981 12.05 12.05 - - 278 ' - - - -
Sedor •ise Total - - 12.05 12.05 - - - - - 278 
Power 
16. Gidderoaha Power Ltmited 

14 August 194.60: 1 
Staff is on 

Power 
2008 

- - 0.05 0.05 - - 9.73 9.73 
( 174 .60: 1) 

deputation from 
PSPCL 

17. Punjab Genco Limited 
Indus tries 

5 March 
22.90 22.90 O.Q3 0 .03 - I (others are on 

1998 - - - - contract) 
18. Punjab State Power 

Power 
16April 2,946. 11. 2,946. 11 227.60 7,675.78 7,903.38 2.68: 1 55,547 

Corporation Limited 2010 
- - -

I 

19. Punjab State Transmission 
16 April I 

Corporation Limited Power 
20 10 - - - - - - 1,054.36 1,054.36 - 4,776 

I 
Sector -.rise Tobl 

2,946.1 1 22.95 2,969.06 227.60 8,739.90 8,967.50 
3.02: 1 

60,323 I . - (0.38: l ) 
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Annexure 

-~ 
·Sidlra ,._.,..,_ ......... Miiitli iiid I. .tat~n 

.,......, .... 
c-,-,.., .,.,.... ,_.., .... Callnl oa.n ,..... l.!. -= c..a T .... ......... ,....(NeAl I .... ~ GMwa .c;.,.. 2111-11 I ..... ... .... .... .... ~ -~tl:t~ I ,..., : 

m m a {4) 5{a) JA\ 51d 57i\ 6ta\ , .. ) '(C) .,., m (I) 

Service 
20. GulmoharTourist Complex 9 July 

(Holiday Home) Limited Tourism 
2003 O.o2 - - 0.02 - - - - - -

21. Punjab Information & 
Communication 27 March 
Technology Corporation Industries 

1976 
6.24:1 

Limited 19.23 - - 19.23 - - 120.00 120.00 36 

22. Punjab Police Security 18 January 
Corpor.ttion Limited Home 

2008 
- - 0.05 0.05 - - - - - -

23. Punjab State Bus Stand 
Management Company 7 March 

56. 15 56.15 49.03 49.03 
0.87: 1 

Transpon 
-

Limited 1995 - - - - (0.79: I) 

24. Punjab State Civil Supplies Food and 14 February 
Corporation Limited Supplies 1974 3.73 - - 3.73 - - - - - 1,827 

25. Punjab State Container and 
Warehousing Corporation Agriculture 

26 April (on contract 
Limited 1995 25.00 - - 25.00 - - - - - basis) 

26. Punjab Tourism 
Development Corporation Tourism 

26 March 
6.66 

-
Limited 1979 - - 6.66 - - - - -

27. Punjab Municipal Depanment 
Infrastructure Development 16 March -(employees are 

of local 0.05 - - 0.05 - - 14.7 1 14.71 294.20:1 
Company Govenuncnt 

2009 outsourced) 

Sector wise Total 
110.84 0.05 110.89 183.74 183.74 

1.66: 1 
1,863 - - - (0.40: I) 

Total A (All sector wise working 
3,584.48 1.40 48.81 3,634.69 227.76 227.60 9,551.10 10,006.46 

2.75: 1 
66,283 

Government Companies) _{1~2: 1 ) 
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Report No. 4 of20/0-J/ (Commercial) 

I. . -
Agriculture November I 4.00 I 4.00 I I 8.00 I I I 26.36 I 26.36 I 3.30: 1 I 1,503 

1967 
Sector wise Total 

26.36 1,503 

Financing 

2. I Punajab Financial I February 6.75: 1 
Corpora Lion lndusLrics 

1953 
29.3 1 - 11 .08 40.39 16.54 - 256.2 1 272.75 

(6.96:1) 
I 226 

3. I Punjab Scheduled CasLes 
Land Development and Social 18 January 33.32 28.83 - 62. 15 - . 13.88 13.88 0.22:1 I 224 
Finance CorporaLion Welfare 197 1 (0.24: 1) 

wise Total 

I I I 62.63 I 28.83 I 11.08 I 102.54 I 16.54 I I 270.09 I 286.63 I •• uv. _l. I 450 - .-- .... - - ~ 

PEPSU Road Tran\pon 
7 January I 0.93:1 

Corpora Lion Tran\pon 
1956 

86.82 24.36 - 111.1 8 66.29 0.00 37.53 103.82 
(0.76: I) I 2,544 . 

86.82 24.36 II 1.18 66.29 0.00 37.53 103.82 
0.93:1 

2,544 - (0.76: I) 
Total 8 (All sector wise worldng 1.88:1 
Statutory Corporations) 153.45 57.19 11.08 221.72 82.83 0.00 333.98 416.81 (3.77:1) 4,497 

Total (A+B) 
3,737.93 58.59 59.89 3,856.41 31059 227.60 9,885.08 10,423.27 

2.70:1 
70,780 

l "'t "~-t " 
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Annexure 

Agriculture 
22 March 

3.53 I I 0.50 I 4.03 I 2.78: 1 1965 
:a 

2. I Punjab Micro Nutrients 
I February 0.36 I I I 0.36 

Limited -do-
1983 

3. I Punjab Poultry Animal 15 September 
Development Corporation 

Husbandry 1964 
3.09 - I 3.09 

Sector wise Total 4.54 - 0.25 4.39 0.92:1 
(0.92:1) 

4. I Punjab Film and News I Cultural 26 June 1.51 - - 1.51 0.14 

I 
-

I 
-

I 
0.14 

I 
0.09:1 

I 
(On contract 

Corporation Limited 
Affairs 1973 (0.09: I) basis) 

Sector wise Total T 1.51 - - 1.51 0.14 I - I - I 0.14 

Manufacturin 

Industries 
22 September 3.00 I I I 6.09 I 6.09 

1980 
6. I lntennagnetic lndia -do-

6 June 0.21 
Limited 

7. I Punjab Bio-Medical 4 January 
0.43 

I 
-

I 
-

I 
0.41 

I 
0.41 

I 
0.95:1 

Equipments Limited -do-
1977 (0.95: I) 

8. I PCL Telecom Limited -do-

9. I Punjab Digitallndustrial 
Systems Limited -do-

"'T .ra.IIUG.I } 

0.25 I I _. I 0.26 I 0.26 J 1977 : 
·" 

10. I Puniab Electro Optics 12 January 0. 12 I ' 1_-: I I 0.87 I 0.87 
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Report No.4 of2010-J 1 (Commercial) 

SL ....... ,.. .... ........ .,., 
-~- ~·, at .... dole ol21l0.11 DIIJt e.pdty MM I 

No. .. ,.· c ,1., . 

~···~ 
,.. .. .... C..._ oa.n ,.... ... Cellini Odlen Teal ndlofar power(Ne . 

~·~' a.... .... -!t Getlnl c;...,. 2110.11 .All_..,_ 
' . 

.~.-~''£,: 
.... .... t ..... -- ~ --. '" - ~. I . . 31.3.2111} 

(1) .m (J) (4) 5(a) .fM 5(c) 500 6(a) 6 (It) 6(c) 6(d) (7) (8.), I 

II. Punjab Footwears Limited 
Industries 

15 July . . 0.15 0.15 . . 0.04 0.04 0.27:1 . 
1969 (0.27: I) 

12. Punjab Power Packs 
-do-

28 September . . 1.55 1.55 0.65 . 7.39 8.04 5. 19:1 . 
Limited 198 1 (5. 19:1) 

13. Punjab Power Products 
13 March 

. . 0.31 0.31 . . 0.66 0.66 2. 13: 1 . 

Limited -do-
1979 

(2. 13: 1) 

14. Punjab State Handloom 
and Textile Development 

-do-
27 March 3.63 . . 3.63 1.08 1.71 . 2.79 0.77:1 2 

Corporation Limited 1976 (0.77: 1) 

IS. Punjab State Hosiery and 
Knitwear Development 

-do-
2 1 February 3.9 1 . . 3.9 1 9.64 . 0.49 10.13 2.59:1 . 

Corporation Limited 1977 (2.59: I) 

16. Punjab State Leather 
Development Corporation 

-do-
23 February 3.42 . . 3.42 . . . . . I 

Limited 198 1 

17. Punjab Tanneries Limited 
29 October 

. . 0.52 0.52 . . 1.41 1.41 2.7 1: 1 . 
-do-

1969 
(2.7 1: 1) 

18. Consumer Electronics 
12 January 

(Punjab) Limited -do-
1978 

. . 0.21 0.21 . - . - - 5 

19. Punjab Recorders Limited 
-do-

4 January - - 0.71 0.7 1 . - 0.79 0.79 1.11 : I 15 
1977 _{_1.11 : I) 

Sector wise Total 10.96 - 7.66 18.62 11.37 1.71 18.41 31.49 1.69:1 23 
(1.68:1) 

----- --------- ----
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Annexure 

SL Sedor " N.me fJI die N-fJidle Moatband Paid-up Capital• Loans" outstandin at the close or 2010-11 Debt equity Man 
No. ec-pmy Depart year fJI State Ceotnl Otben Total State Central Otben Total ratio ror power (No. 

meat iocorpor Govern Govern Govern Govern 2010-11 or employees 
atioa meat meat ment meat (Previous &SOD 

vear) 31.3.2011) 
(1) -- (2) (3) (4) S (a) s (b) S (c) s (d) _ 6 (a) 6 (b) 6 (c) 6(d) (7) (8) 
Service 
20. Amritsar Hotel Limited Tourism 9 July 0.02 - - 0.02 - - - - - -

2003 

2 1. Neem Chamcli Tourist 
-do- 9 July 

Comolex Limited 2003 0.02 - - 0.02 - - - - - -
22. Punjab Export Corporation 

17 June 0.09 - 0.01 0. 10 0.52 - - 0.52 5.20:1 -
Limited Industries 

1963 
(5.20: I) 

Sector wise Total 0.13 - 0.01 0.14 0.52 - . 0.52 3.71:1 . 
(5.20:1) 

Total C (all sector wise non 17.14 . 7.92 25.06 15.92 1.71 18.91 36.54 1.46:1 23 
working Government (1.48:1) 
comoanies) 
Grand (A+B+C) 3,755.07 58.59 67.81 3,881.47 326.51 229.31 9,903.99 10,4?~-81 2.69:1 70,803 

(3.33:1) 

e Notel: Tho ugh the Punjab State Electricity Board has been unbundled and two new companies viz. Punjab State Power Corporation Limited at Sr. No A-18 and Punjab State Transmission 
Corporation Lim ited at Sr. No.A- 19, however, the financiill reconstruction of the erstwhile Punjab State Electricity Board has not been finalised so far (September 2011). 

Note 2: 
Note 3: 

Above includes three Section 619B companies at Sr. No. A- 11, 12 and 16. 
Punjab Agri Export Corporation Limited at Sl No. A -9 was established on 19 January 1999 and it became a State Govemment Company in 2010-11 with the increase in shareholding of the 
State Government more than 50 per cent . 

• Paid-up capital includes share appJjcation money. 
Loans outstanding at the close of 20 I 0- I I represent long-term loans only and do not include interest accrued and due. 

123 



Anncxure-2 

(Referred to in paragraphs 1.15, 1.24, 1.29 and /.36) 

Summarised rrnancial results or Government companies and Statutory corporations ror the latest year ror which accounts were finalised 

(F' .- - ~ --, -- ' - - , -- ~ - - - --, 

SL Sedor & Nllllf Grille Period Of vearm - Net Prollt (+)/Loss(·) Turnover lmpectof Paid up Attumulated capilli Retumon 
-
Ptmnlagf 1 

No Compuy ACCOIIIIll wllidl Net Profit/ IDtmst Depredation Net Profit/ AttOUDts Capital Prollt employed ~ capital return on ' 
lllllllsed I.AabefOft ..... Comments ' (+)/Loss(.) emplo)·ed• capital 

balms~& employed I 

(I) (l) (3) (4) S(a) S(b) S(cl S(d) (6) (7) (8) (9) (10) (II) (ll) 

A. Working Government " 

Companies ' 
Aariculture & Allied 
I. Punjab Agro Foodgrains 

2008-09 2010-11 4.97 4.47 0.26 0.24 2,136.94 (-)5.27 5.00 4.81 3.046.01 4.71 0.15 
Corporation Limited 

2. Punjab Agro Industries 
2009-10 2010-11 4.14 1.04 0.12 2.98 (-) 3.93 49.21 1.56 80.84 4.02 4.97 

Corporation Limited -
3. Punjab Agro Juices 

LIDlited 2009-10 2010-11 0.41 2.95 9.11 (-) 11.65 0.22 0.23 50.00 (-) 28.39 57.06 (-) 8.70 -

4. Punjab Agro Power 
2010-11 2011-12 D D D D D 0.05 D D 

<::Qtp<>ration Limited - -
5. Punjab State Forest 

De~elopment 2010-11 2011-12 1.48 - 0.22 1.26 30.49 - 0.25 21.91 36.21 1.26 3.48 
Corporation Limited 

6. Punjab State Grains 
Procurement 2008-09 2010-11 270.54 407.65 0.10 (-) 137.21 4,835.86 (-) 11.58 1.05 (-) 520.95 2,558.38 270.44 10.57 
Corporation Limited 

7. Punjab State Seeds 
2007-08 2009-10 4.26 0.11 0.10 4.05 39.71 5.62 1.31 18.75 4.16 22.19 Corporation Limited 

. 

8. Punjab Water Resource 
Management & 

2009- 10 201 1-12 2.85 - 6.33 (-) 3.48 6.75 Under Audit 269.57 (-) 79.59 412.25 (-) 3.48 -Development 
I 

Co_rp<>ration Limited 
9. Punjab Agri Expon First accounts not yet 

.. 
Corporation Limited receil'ed - - - - - - . - -

Sector wise Total I I 288.65 416.22 16.24 (·) 143.81 ,7,049.97 (·) 20.55 380.75 (·) 599.34 6,209.50 272.41 I 4.39 
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Anne.A.ure 

Sl. S«tti 1: N....e ~ tbi Pmod~ Year in Net Profit +)!Loa(-I Turnover Impact~ hid up Accumulated Capital Return on Permltage 
No Company Accounlll wblcb Net Profttl Interest Depredation Net Pronl/ Accounlll Capital Profit emp!oyed capital return on 

IIDallsed Lola beiOft Lola Commeolll' ( + 1/Loss(. I nnployect• capital 
' . lnlerelt 1: employed 

(I) (l) (31 (41 5(al 5<bl 5(c:l 5(dl (61 (7) (81 (91 1101 1111 Ill)_ 
Financing 
10. Punjab Slate Industrial 

Development 2009-10 2010-11 37.63 46.58 0.20 (-) 9.15 23.53 (-) 1.60 78.2 1 (·) 522.01 93.72 37.43 39.94 
Corooralion Limited 

II. PunJab Venture Capital 
12.% Limited 2009- 10 2011-12 0.07 - - O.o7 0.40 - 0.05 0.52 0.54 O.o7 

12. PunJab Venture lnve,tors 
Trust Limited 2009-10 2010-11 0.01 - - 0.01 0.01 - 0.05 0.03 0.08 0.01 12.50 

Sector wise Total 37.71 46.58 0.20 (-) 9.07 23.94 (-) 1.60 78.31 (-) 521.46 94.34 37.51 39.76 
Infrastructure 
13. PunJab Police Housmg 

Corporalion Limited 2010-1 1 2011- 12 B B B B B Under Audn 0.05 B 0. 10 B -

14. PunJab Small Industries 
and Expon Corpomlion 2008-00 2010-11 19.88 3.61 0.33 15.94 184.18 - 50.01 79.37 141.29 19.55 13.84 
Limited 

Sector wise Total 19.88 3.61 0.33 15.94 184.18 . 50.06 79.37 141.39 19.55 13.83 
Manufacturing 
15. Punjab Communicauons 2009-10 20 10-11 1.89 0.03 0.87 0.99 11 0.86 12.05 23.39 108.54 1.02 0.94 Limited -
Sector wise Total I 1.89 0.03 0.87 I 0.99 110.86 I - I 12.05 23.39 I 108.54 1.02 I 0.94 
Power 
16. Gidderbaha Power 2010-11 20 11- 12 D I l D D I D D 0.05 D 9.68 D Limned - -
17. Punjab Genco Limned ,~ ... 0.7:il 

. 
'I ' 

. -
2009-10 20 10-11 17.09 3.01 13.35 22.42 - . 22.90 61.21 84.18 14.08 16.73 

~ 

18. PunJab State Power . 
' 

Corooralion Limited• . . 
19. PunJab Slate •• 2009-10 20 10-11 826.% 1.329.61 798.87 (·) 1.301.52 8,694.72 (-)2 1.70 2.946.11 (·) 9,712.75 14.399.03 28.09 0.20 

Tmn,mission 
Coroornuon Umated• 

Sector wise Total I 844.05 1,33().34 801.88 (-) 1,288.17 8 717.14 (-)21.70 2 969.06 (-) _2,651.54 ~4,422.89 
--

42.17 0.29 
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Repon No. 4 of2010-J J (Commercial) 

Sl. Sedor & Name ol the Period ol Year in Nd Profit (+)/Loss(.) Turoonr lmpactol Paid up Accumulated Capital Rdurnon Percentage 
No Company Acxounls wbkb Ntt Profit/ lntemt Depredation Ntt Profit/ A«<Unls Capital Profit tmployed . capital return on 

i finalised Loss before ~ Comments ' (+)/Loss(. ) employed• capital 
lntmJt& tmployed 

I Depredation I 
I (I) (2) (3) (4) S(a) s (b) S (c) s (d) (6) (7) (8) (9) -(10) (II) (12) 

Service 
20. Gulmohar Tourist 

Complex (Holiday 2006-07 2011·12 (-) 1.04 - 0.05 (-)1.09 - . 0.02 (-) 1.92 1.03 (·) 1.09 -
Home) Limited 

21. Punjab lnfonnation & 
Communication 2009-10 201 0-11 2.61 0.20 2.41 7.45 (-) 1.18 19.23 25.46 44.70 2.41 5.39 Technology Corporation -
Ltmited 

22. Punjab Police Security 2010-1 1 2011-12 8 8 8 8 8 Under Audit 0.05 1.02 Corporation Limited - - -
23. Punjab State Bus Stand 

Management Company 2008-09 2010-11 35.92 5.74 27.29 2.89 247.41 - 56.15 (-)066 594.85 8.63 1.45 
Limited 

24. Punjab State Civil 
Supplies Corporation 2009-ll) 2010- 11 864.22 862.70 0.97 0.55 5,840.18 (-) 397.05 3.73 (-) 449.88 7,089.84 863.25 12.18 
Limited 

25. Punjab State Container 
and Warehousing 2010-11 2011-12 14.38 - 2.98 11.40 17.95 Under Audit 25.00 45.03 75.46 11 .40 15.11 
Corporation Limited 

26. Pun!'lb Tourism 
Development 2007-08 2010-11 2.23 - 0.07 2.16 17.02 (-) 1.60 6.66 12.08 • 14.05 2. 16 15.37 
Corporation Limited 

27. PunJab Municipal 
I I of rastrucrure 8 8 8 8 8 8 B - - . - - -
i Development Company_ 

Sector wise Total 91832 868.44 31.56 18J 2 6 130.01 (·) 399.83 110.84 (·) 369.89 7,820.95 886.76 l1J 4 I 

Total A (AU sector wise 
working Go~ernment 2,110.50 2,665.22 851.08 ( ·) I ,405.80 22,216.10 (·)443.68 3,601.07 (.) ll,039.47 28,867.61 1,259.42 4J6 
companies) 
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Annexure 

I SL Sedor & Name ol the Period ol Year ill Net Proftt (+)/Lolls(.) Turuover lmplldol Paid up Accumulated Capital Return on Pmeatage I 

I No Compuy ACCIIUIIU wllidl Net Praftt/ lllfmst Depndltioa NetPraftt/ ACCOUDts Capital Prolll employed • capital relumon 
IIDIIiled Lclllllbefore ... Commeats' (+)/Loss(.) employed• capitll 

I 
IDimst& employed 

i 

I (I) (2) (3) _(4) 5_(a) 5 (b) 5 (c) 5 (d) (6) m (8) (9) (10) (II) (12) 
B. Working Statutory 
corporations 
A~culture & Allied 
I. Punjab State 

Warehousing 2007-{)8 2010-11 119.51 198.57 5.52 (-) 84.58 1,959.23 (-) 7.62 8.00 (-) 247.37 1,345.52 113.99 8.47 
Corporation I 

Sector wise Total 119.51 198.57 5.52 (·) 84.58 1,959.23 (·}7.62 8.00 (·) 247.37 1,345.52 113.99 8.47 
Financing 
2. Punjab Financial 

2010-11 2011-12 12.76 17.00 0.08 (-) 4.32 15.21 Under Audit 40.39 (-) 323.51 323.68 12.68 3.92 
Corporation 

3. Punjab Scheduled Castes 
Land Developme~t and 2008.{)9 2010-11 (-) 1.04 0.30 0.04 (-) 1.38 5.27 (-) 0.36 55.17 24.09 89.71 (-)1.08 -
Finance Co~ration 

Sector wise total 11.72 17.30 0.12 (-) 5.70 20.48 (-)0.36 95.56 (·) 299.42 413.39 11.60 2.81 
Service I 
4. PEPSU Road Transpon 2008.{)9 2010-11 12.63 9.23 5.39 (-) 1.99 236.00 (-) 38.81 111.1 8 ~-) 334.9,0 (-) 131.97 7.24 -

CoiJ)Oration ,, ... I 
Sector wise Total 12.63 9.23 5.39 (-)1.99 236.00 (-) 38.81 111.18 (·) 334.90 (-) 131.97 7.24 - ., 
Total B (All sector wise working 143.86 225.10 11.03 (-) 92 .. 27 2,215.71 (-) 46.79 214.74 (·) 881.69 1,626.94 132.83 8.16' 1 Statutory corporations) 
Grand Total (A+B) 2,254.36 2,890.32 862.11 (-) 1,498.07 24,431.81 (-)490.47 3 815.81 _{-) 11,921.16 30,494.55 1,392.25 4.57 l 
C. Non working Government 

-~; companies ' 
A~culture & Allied ~ 1; 

I. Punjab Land l Development and 1994-95 2000-01 1.60 0.40 0.13 1.07 9.85 (-) 0.48 1.45 0.65 5.56 1.47 26.44 
Reclamation 

• JJ ~l Corporation Limited 
2. Punjab Micro Nutrients 1991-92 1994-95 (-) 0.07 0.05 - (-) 0.12 0.05 0.25 (-)0.61 0.13 (·)0.07 

~ - -
Umited* ! I 

3. Punjab Poultry 2004-05 2007-08 (-) 1.71 - - (-) 1.71 - - 3.09 (-) 8.03 4. 14 (-) 1.71 - • I Development 
Corporation Limited ' l 

Sector wise Total (-) 0.18 0.45 0.13 (-) 0.76 9.90 (-) 0.48 4.79 (-) 7.99 9.83 (-) 0.31 -
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R~port No. 4 of2010-ll (Commercial) 

.. s...a..._, .. ....,, "-· Nd ..... (+~-) ........ ....... ., ..... ., .4a:wNIIIid Clpillll. Recanoe ~ • c....., ~ .... Ndl'nlll ...... Dtpieclallw Ndl'nlll Acee.a Clpillll Pre& (+)/IAII(· ...,. capilli l"ddlnnOII .... I.-Wire 1.- c-or-e.• ) ....,... Clpilll 
bllnllA employed 

{I) m (3) (4) S(a) 5<') S(c) S(d) ('l (7) {I) (t) (10) (II) (12) 

Ftnaocing 

4. Punjab Film and News 1999- 2()10-11 (-) 0.01 (-) 0.01 (-)0.18 1.51 (-) 2.02 (-) 0.27 (-) O.ot - - -
\. limiled 2IXX) 

Sector wia ToUI (-) 0.01 - - (-) 0.01 - (-)0.18 L.Sl (-) 2.02 (-) 0.27 (-) 0.01 

Manufacturing 

5. Elcclronic Sys~ans 
2009-10 2010-11 (-)0.05 34.13 0.06 (-) 34.24 (-) 3.09 3.00 (-) 248.49 (-) 3.79 (-)0.11 

Punjab limiled -
6. lntamagnclic India 2001-m 2009-10 E E E E E - 0.21 E 0.19 E 

limiled 
7. Punjab Bio-Medical 

1996-97 2001-m (-) 0.03 (-) 0.03 0.43 (-) 1.12 0.19 (-)0.03 
F.quipmcniS limited* - - - -

8. PCL. Telecom limiled• 2004-05 2005-06 - - - - - - 0.20 (·) 0.59 (-) 0.39 -
9. Punjab Digitallnduslrial 

Sys~ans limiled* 2006-07 2007..{)8 (-) 0.71 - - (-) 0.7 1 - - 0.25 (-) 0.78 (-) 1.12 (·) 0.7 1 

10. Punjab Elcclro Optics 
SyslanS limiled* 1996-97 1997-98 (-) 0.01 - (-)0.01 - - 0.12 (-) 1.28 (-)0.70 (-) 0.01 

I I. Punjab Footwears 
limiled 1990-91 1995-96 (-) 0.05 0.05 . (-)0.10 0.18 - 0.15 (·) 0.83 (-) 0.39 (·) 0.05 

12. Punjab Powa- Packs 
limiled• 1997-98 1999-00 (-) 1.03 0.09 - (-) 1.12 1.97 - 1.55 (-) 5.53 3.63 (-) 1.03 

13. Punjab Power Producu N01 
limiled• 1982-83 1983-84 (- )0.06 0.06 - (-) 0.12 Available - 0.26 (-)0.27 1.05 (-) 0.06 -

14. Punjab State 1-landloom 
and Textile Development 

2009-10 2010-11 (-) 0.15 - - (-) 0.15 - (-) 1.20 3.63 (-) 8.52 (-) 1.05 (-)0.15 
Corporation limiled -
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SL Sedor" Na. cillle Periodci v ... Net Pnftt (+)/Lea(.) 'J'urDoftl' lmpldof Pilei up ACCWIIllllkd Capitll . Rdamoa Pmatlgt 
No c-p.ay Aca.lla wllldl NetPn&/ lllleral Deprtdlliae NetPralt/ AU8111111 Capitll Pnftt ( + )ILoss(.) employed capital retarD 011 ..... I..-Ware .... ee...c.• employed' capital 

laterell" employed 
~ 

(I) (2) (3) (4) 5(a) 5(b) . 5(cL 5(d) (6) m (8) _(9)_ (10) (II) (12) 
15. Punjab State Hosiery and 

Knitwear Development 2005~ 2006-07 (-)0.02 - 0.04 (-) 0.06 - 3.91 (-) 16.84 0.88 (-) 0.06 
Corporation Limited 

16. Pun jab State Leather 
Development 2001-02 2009-10 (-)0.05 - - (-) 0.05 - 3.42 - (-) 7.61 0.22 (-) 0.05 
Corporation Limited 

17. Punjab Tanneries 
1991-92 1993-94 (-)0.06 0.84 0.03 (-) 0.93 0.08 0.52 (-)4.98 0.33 (-)0.09 

Limited 
-

18. Consumer Electronics 
2006-07 2010-11 B B B B B 0.21 B 0.64 B (Punjab) Limited 

-

19. Punjab Recorders 
2004-05 2011-12 (-)0.21 0.07 (·) 0.28 0.14 0.71 (-) 6.09 (-)0.34 (-)0.28 Limited - -

Sector wise Total (·) 2.43 35.17 0.20 (·) 37.80 2.37 (-) 4.29 18.57 (-) 302.93 (-) 0.65 (·) 2.63 
Service 
20. Amritsar Hotel Limited 2006-07 2010-11 44.01 - - 44.01 0.22 (-) O.Q3 0.02 42.36 41.71 44.01 105.51 
21. Neem Cbameli Tourist 

2007-08 201 1-12 (-) 0.01 (-) 0.01 0.02 (-) O.Q7 0.04 (-) 0.01 Complex Limited - - - - -
22. Punjab Expon 

1977-78 1979-80 (-) 0.06 O.Q3 (-) 0.09 0.10 (-) 0.27 0.07 (-) 0.06 Corporation Limited* - - - -
Sector wise Total 43.94 0.03 0.00 43.91 0.22 (·) 0.03 0.14 42.02 41.82 43.94 105.07 
Total C (all sector wise non 
working Government 41.32 35.65 0.33 5.34 12.49 (·) 4.98 25.01 (·) 270.92 50.73 40.99 80.80 
companies) 
Grand (AtBtC) 2,295.68 2 925.97 862.44 (·) 1,492.73 24444.30 (·) 495.45 3 840.82 (-) 12,192.08 30,545.28 1433.24 4.69 
# Include the net impact of comments of Statutory Auditors and CAG and is denoted by ( +) increase in profit/decrease in losses (-) decrease in profit/increase in losses. 
@ Capital employed represents net fixed assets (including capital works-in-progress) plus working capital except in case of finance companies/corporations where the capital employed is worked out as a mean of aggregate of the opening 

and closing balances of paid up capital, free reserves, bonds, deposits and borrowings (including refinance). 
• Return on capital employed has been worked out by adding interest to net profit. 
B Four companies (SI. Nos. A-13, A-22, A-27 and C-18) functioning on 'no profit no loss' basis. 
D Two Companies (SI. No. A-4 and A-16) are under construction. 
E One Company (SI. No. C-6) has not staned commercial activity. 
• Eight non-working companies (Serial No.C-2, 7, 8, 9, 10,12,13 & 22) are under liquidation. 
$ Though Punjab State Electricity Board was unbundled into rwo companies w .e.f. 16 April 20 I 0, however financial reconstruction has not yet been finalised. 
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Annexure-3 

(Referred to in paragraph 1.10) 

Statement showing grants and subsidy received/receivable, guarantees received, waiver of dues, loans written off and loans converted into equity during the year and 
guarantee commibnent at the end of March 2011 

,- ..... ._._ -- ----- ---------- - ,- , -- - - , ~- - - -- - - -- - -, 

SL Sedor & NIUDe ol the Equity/Loans received out Grants and subsidy received during the Guarantees received Waiver or dues during the year 
No. Company ol budget during the year year during the year and 

commitment at the end or 
the year• 

Equity Loans Central State Others Total Received Commitment Loans Loans Interest/ Total 
Govern Govern repayment converted penal 

ment ment written off Into equity Interest 
waived 

(1) _12) 3(a) 3(b) 4 (a) 4 (b) 4 (c) 4(d) 5(a) 5(b) 6(a) 6(b) 6( c) 6(d) 
A. Working Government 
Companies I I 
Agriculture & Allied " . -- -
I. Punjab Agro Food grains I I 

Corporation Limited 
. - - - - - 2,556.66 3,796.05 - - - t - l 

2. Punjab Agri Expon - - - J"l 
Corporation Limited - - - 2.00 - 2.00 - - - - - --

3. Punjab State Forest 
Development Corporation - - - - - - - 20.00 - - - . 
Limited 

4. Punjab State Grains I 

Procurement Corporation . - - - - - 7,493.67 6,653.07 . . . - . '""' 

Limited LQ~ 
5. Punjab Water Resource 

.. ··--~~ 
Management & 

28.57 - . 279.21 279.21 
Development Corporation - - . - . . " • u 

Limited . 
Sector wise Total 

28.57 281.21 281.21 10,050.33 10,469.12 : . . . . . . .. 

Fm.aocing -
6. Punjab State Industrial ·-

Development Corporation . . 49.35 582.62 . ~ !' - - - - . -
Limited 

Sector wise Total . . - . . . 49.35 582.62 - . . . 
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Annexure 

Sl. Sector & Name of the Equity/Loans received out Grants and subsidy received duriaa the Guaraotees received Waiver of dues during the year 
Company or budget duriJ:Jg the year year during the year aad 

No. commitment at the end of 
thevear• 

' 
Equity Loans Central State Otben Total Received Commitment Loans Loans Interesl/ Total 

Govern Govern repayment converted penal 
ment ment written off into equity interest 

waived 
ii) (2) 3(a) 3(b) 4 (a) 4 (b) 4 (c) 4(d) sial 5cb) 61al .6£b) 6( c) 6(d) 

Service 
7. Punjab State Civil Supplies 0. 10 . 0.10 7,170.7 1 7,447. 15 . 

Corporation Limited 
. . . . . . 

Sector wise Total . . 0.10 . . 0.10 7,170.71 7,447.15 . . . . 
Power 
8. Punjab State Power 3,375.55 . 3,375.55 555.49 9,701. 13 . 

Corporation Limited 
. . . . . . 

Sector wise Total . . . 3 375.55 . 3,375.55 555.49 9 701.13 . . . . 
Total A (All sector wise working 

28.57 . 0.10 3,656.76 . 3,656.86 17,825.88 28,200.02 . . . . 
Government companies) 
B. Working Statutory 
corporations 
Agriculture & Allied 
I. Punjab State Warehousing 1.07 . I . 1.07 3,508.92 3,659.71 . 

Corporation 
. . 

I 
. . . 

Sector wise Total . . 1.07 . . 1.07 3.508.92 3 659.71 . . . . 
Financing 
2. Punjab Financial . 189.50 . 

Corooration 
. . . . . . . . . 

3. Punjab Scheduled Castes 
Land Development and 4.47 . 10.00 . . 10.00 4.78 13.88 . . . . 

Finance Corporation 
Sector wise Total 4.47 . 10.00 . . 10.00 4.78 203.38 . . . . 
Total B (All sector wise working 4.47 . 11.07 . . 

Statutory corporations) 11.07 3,513.70 3,863.09 . . . . 
Grand Total (A+B) ---- -L 33.(M_- . 11.17 3 656.76 . - ~667.9~ _ 21,3J2.5L 32,063.11 . . . . 

- - ------ - -- -----

Figures indicate total guarantees outstanding at the end of the year. 
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Annexure-4 

(Referred to in paragraph 1.25) 

Statement showing investment made by State Government in PSUs, whose accounts 
are in arrears. 

• 

(fin crore) 

SL NameofPSU Yearupto Paid up Arrear lavest~Deat made by tbe State 
No. wllkll eapitalas yean in GoYeriUDellt durtag tbe year in 

8CIC8Uilts per latest which wllkii8CCOUilts an In arrear ........ ftallled IDYestmeat 
IICCOUDts neelYed 

A. Working PSUs Equity Loan Grants/Subsidy 
I Punjab Agri Export First 5.cxr 20 10-11 - - 2.00 

Corporation Limited accounts 
not 

received II 

2 Punjab Water 2009- 10 269.57 2010-11 28.57 - 279.21 
Resource 
Management and 
Development I 

Corporation Limited 
3 Punjab State Power First 2,946. 11. 2010- 11 - - 3,375.55 

Corporation Limited accounts 

4 Punjab State not 

Transmission received 

Corporation Limited ~ 
\-..., 

5 Punjab Scheduled 2008-09 55.1 7 2009- IOL 2.50 - I -
Castes Land 1--
Development and 2010-11 4.47 -
Finance Corporation 
Total A 3,275.85 35.54 - 3,656.76 

B. Non Working PSU 
6 Punjab Land 1994-95 1.45 1995-96 - - 4.98 

Development and 1996-97 . - - -
Reclamation 
Corporation Limited 1997-98 - - -

1998-99 - - 2.50 

1999-00 - - 1.12 

2000-01 - - -
200 1-02 - - 1.30 

2002-03 - - 5.85 
Total B 1.45 - - 15.75 
Total A+ B 3.277.30 35.54 - 3,672.51 

Figure is provisional as the Company ha-; not yet finalised its first accounts . 
Figure is provisional and is as per accounts of composite PSEB as on 3 1 March 20 I 0. PSEB was 
unbundled in to two companies ie. Punjab State Power Corporation Limited and Punjab State 
Transmission Corporation Limited, however, financial reconstruction of the erstwhi le PSEB has not 
yet been finalised (September 20 II ). 
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Annexure- 5 

(Referred to in paragraph 1.15) 

Statement showing financial position of statutory corporations 

1. PEPSU Road Transport Corporation 

• 

~in crore) 
ParticulaES 2008-09 2009-10 2010-11 

A Liabilities 

Borrowings: 

Government 

Others 

NA 

NA 
NA 

NA 
NA 

51.59 NA 
3.35 NA 

Investments 0.03 NA 
--

5~U)7 NA 
334.90 338.37 NA 

431.92 451.41 NA 

c Capital employeda (-) 131.97 (-) 130.30 NA 

Excluding Depreciation funds. 
Capital employed represent~ net fi xed a~scts inc luding capital work- in- progress plus 
working capi ta l. 
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Report No.4 of2010-ll (Commercial) 

2. Punjab Scheduled Castes Land Development and Finance Corporation 

A 

B 

c 

~in crore) 

Particulars 2008-09 2009-10 2010-11 
(Provisional) (Provisional) 

Liabilities 

Paid-up capital • 55.17 57.68 62.15 

Reserves and surplus 25.92 23.17 25.75 

Borrowings: 

(a) Government - -
(b) Others 12.55 13.57 13.88 

Trade dues and current liabilities 14.11 17.21 27.99 
(including provisions) 

Total A 107.75 111.63 129.77 

Assets 

Gross Block 1.14 1.02 1.24 

Less: Depreciation 0.82 0.72 0.76 

Net Fixed Assets 0.32 0.30 0.48 

Capital works-in-progress - -
Investments 0.05 0.05 0.05 

Current assets, loans and advances 107.38 111.28 129.24 

Total B 107.75 111.63 129.77 

Capital employed 89.71 94.03 98.10 

Capital employed represents mean of aggregate of opening and closing balances of paid-up 
capital, borrowings and reserves and surplus. 
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Annexure 

3. Punjab Financial Corporation 

A 

1 

2 

3 

4 

5 

(a) 

(b) 

6 

B 

c 

~in crore) 
Particulars 2008-09 2009-10 2010.11 

Liabilities 
Paid-up capital 40.39 40.39 40.39 
Share application money - - -
Reserve fund and other reserves 10.7 1 10.71 10.71 
and surplus 

Borrowings 

Bonds and Debentures 189.16 196.9 1 189.50 
l 

Fixed Deposits - - -
Industrial Development Bank of 67.90 67.71 66.7 1 
India and Small Industries 
Development Bank of India 

Reserve Bank of India - - -
Loan in lieu of share capital - - -
State Government - - -
Industrial Development Bank of -
India - -

I 

Others 16.54 16.54 16.54 
(including State Government) 

Other liabilities and provisions 17.05 17.89 26.02 

Total A 341.75 350.15 349.87 

Assets -
Cash and bank balances 9.74 18.08 15.45 

Investments 0.71 0.72 0.73 

Loans and advances 8.55 6. 15 4.74 

Net fixed assets 0.74 0.68 0.60 

Other assets 6.42 5.33 4.84 

Accumu lated Joss (including 315.59 319. 19 323.51 
miscellaneous expenditure) 

Total B 341.75 350.15 349.87 

Capital employed+ 321.73 324.01 323.68 

It includes ~ 4.38 crore on account of soft seed capital under SlOB I scheme which is 
unsecured and the same has been excluded while calculating capital employed. 
Capital employed represents the mean of aggregate of opening and closing balances of paid 
up capital, loan in lieu of capi tal, debe ntures, reserves (other than those which have been 
funded specifically and backed by investments outside), bonds, deposits and borrowings 
(inc luding refinance). 
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Report No.4 of20/0-IJ(Commercia/) 

4. Punjab State Warehousing Corporation 
~in crore) 

I:}'~''[~: t:1~:.....- :>' ~ : -..• 2009-10 2010-11 -: ;·~: :J 

A Liabilities ' ~ -
~ ,-

Paid-up capital 8.00 
! 

8.00 NA 

Reserves and !;urplus 26.47 26.47 NA 

Borrowings -
(a) Government: I - - -
(b) Others: - ,- 3.365.78 3,532.97 (._ NA _... 

Trade dues and current liabilities 
_'] 

; . 
(including provisions) -

lh~-cc " ~ 

Total A r 3,400.25 1 
,-.. NA ~. ·--~. 3,567.44 "· 

B Assets "'" ... ~. ~ 

if -. 
Gross Block -~ 269.90 275.91 

~ 

NA 
~ -

Less: Depreciation ~ 99.05 102.45 ~A 

! Net fixed assets r [ 170.85 173.46 ·tiJ NA 
1115 Capital works-in-progress '""' ! I ,490.79 1.471.33 1:::_ NA 

/ Investments ~ . .t'b .- ;) - --
ll I Current assets, loans and 

j ..-t rc~ .457.32 1578.72 ·~ NA 
It 13!: advances ' . ., 

281.ggi ~· 
,-.. 

I~ Accumulated losses .. ~=;!,)- 343.93 
~~ 

NA 
-- ~ ll -

·~ M iscellaneous Expenditure - I - lf r 

1·'- _.._~ 
Total B 3,400.85 3,567.44 NA I - -c Capital employed> -" ,.-l.,,.o"";;l· 3,118.96 1 3,223.51 L_, NA 

s Capital employed represents net fixed assets including capital work-in-progress plus working 
capital. 
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Annexure- 6 

(Referred to in paragraph 1.15) 

Statement showing working results of Statutory corporations 

1 PEPSU Road 'Iransport Corporation 

s 

SL Partleulan 
No. 

Operating 
(a) Revenue 

(b) Expenditure 

(c) Surplus (+)/Deficit(-) 

Non operating 
(a) Revenue 

(b) Expenditure 

(c) Surplus(+ )/Deficit(-) 

Total 
(a) Revenue ~ 

(b) Expenditure 

(c) Profit(+ )/Loss (-) 

(d) Prior period adjustment 

(e) Net profit (+)/loss(-) 

Interest on capital and 
loans 
Total return on capital 
em Jo eds 

227.31 234.39 

228.76 

(-)1.45 

~in crore) 

NA 
NA 
NA 

NA 
NA 

NA 
NA 
NA 

Total re turn on Capital employed repre~ents net surplus/ deficit plus total ihterest charged to 
profit and loss account (less interest capitalised). 
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Report No.4 of2010-ll(Commerr:ial) 

2. Punjab Scheduled Castes Land Development and Finance Corporation 

~in crore) 
Sl. Partlealars 2008-09 2809-10 2010-U 

o. ............ Pnmslaaal 

1 Income 6.78 7.33 7.03 

TotaJ-1 6.78 7.33 7.03 

2 Expenses -
(a) Establishment charges 6.49 7.41 8.94 

(b) Other expenses 1.67 1.11 1.21 

Total-2 8.16 8.52 10.15 

3 Profit(+ )!Loss(-) ( 1-2) (-)1.38 (-)2.75 (-)3.11 

4 Other appropriations - - ' -
5 Amount available for - - -

dividend 
6 Dividend for the year - - -
7 Total capital employed 89.71 94.03 98.10 

8 Return on capital employed ) - - -
9 Percentage of return on - - -

capital employed 

s ToLal return on capi tal employed represents net surplus/deficit plus total interest charged to 
profit and loss account (less interest capitalised). 
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Annexure 

3 Punjab Financial Corporation 

~in crore) 

SL Partlculan ...., .,. .. ... u 
No. 

1 Income 
(a) Interest on loans 9.09 11.88 15.21 

(b) Other income 1.62 2.04 1.32 

Total-1 10.71 13.92 16.53 

2 Expenses -
(a) Interest on long-term loans 16.79 16.65 17.00 

and short-term loans 

(b) Provision for non- 8.88 - (-) 12.03 
performjng assets 

(c) Other expens~s 11.00 11.71 15.55 

Total-2 36.67 28.36 20.52 

3 Profit(+ )/Loss(-) before (-)25.96 (-) 14.44 (-) 3.99 
tax (l-2) 

4 Prior period adjustments - 10.83 0.33 

5 Provision for tax (-)0.02 - -
6 Profit(+)!Loss(-) after tax (-)25.98 (-)3.61 (-) 4.32 

7 Other appropriations -
(i) Reserve for bad and - - -
doubtful debts 

(ii)Transfer to statutory - - -
reserve 

8 Amount avrulable for - - -
dividend 

9 Dividend prud/payable - - -
10 Total return on capital 

employed# 
(-)9.19 13.04 . 12.68 

11 Percentage of return on - 4.02 3.92 
capital employed 

N Total return on capital employed represents net surplus/deficit plus total interest charged 
to profit and loss account (less interest capitalised). 
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Report No.4 of2010- II (Commercial) 

4 Punjab State Warehousing Corporation 
~in crore) 

~1. No. Particulars 20011-09 211J-18 2118-U 
Plo,.._. ............ 

1 Income 
(a) Warehousing charges 205.32 2 17.23 NA 
(b) Other income 3.32 3. 12 NA 

Total-1 208.64 220.35 NA 
2 Expenses 

(a) Establishment charges 73.39 52.62 NA 
(b) Other expenses 227.33 293.35 NA 

Total-2 300.72 345.97 NA 

3 Profit(+ )fLoss(-) before tax (-) 92.08 (-) 125.62 NA 

4 Provision for tax -
5 Prior period adjustments 59.54 63.57 NA 

6 Other appropriations 7.62 

7 Profit(+)/Loss(-) after tax (-) 24.92 (-) 62.05 NA 

8 Amount available for - -
dividend 

9 Dividend for the year - -
10 Total return on capital 

employed11 
- -

II Percentage of return on - -
capital employed 

' Total return on capital employed represents profit before tax plus interest charged in P&L 
Account. 
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Annexure-7 

(Referred to in paragraph 2. 1.7) 

Statement showing financial position and working resuJts of the Punjab State 
Grains Procurement Corporation Limited for 2006-07 to 2009-10 

Financial position 
~ in lakh) 

Pudadus 2006-0'7 2.007-08 2008-09 2009-10 
{ProYisloul) 

A. Liabilities ...: 

Paid up Capital 100.00 105.00 105.00 105.00 

Reserves and Surolus ---- ----- 40.00 19.00 
Secured Loans 79,728.42 1,39,809.07 3.07,787.84 5.32.740.74 
Current Liabilities & Provisions 45,274.99 49,626.87 61.021.14 73,620.47 

Total 1,25,103.41 1,89,540.94 3,68,953.98 6,06,485.21 

B. Assets 
Gross Block 15.80 [.; 34.85 65.18 155.5 1 
Less: Depreciation 8.75 ~ 11.57 2 1.98 38.82 
Net Fixed Assets 7.05 23.28 43.20 116.69 
Current Assets, Loans and Advances 98,169.03 1.5 1.143.97 3. 16.8 16.00 5,26.6 11.68 
Miscellaneous expenditure 0.72 ---- ----- ----

Accumulated losses 26,926.6 1 38,373.69 52,094.78 79,756.84 
Total 1,25,103.41 1,89,540.94 3,68,953.98 6,06,485.21 

Working results 
~ 

~ in lakhl 

[-' ~·. 2886-07 2.007-88 l008-09 2009-10 
cr·.;o:r.~>;.:>i~;:,· .. (Prorillonal) 

INCOME -
Sales - - 3,02,385.54 3,5 1. 101.64 4,83.586.44 6.08.604.93 
Other income 3,704.32 3,241.79 6.667.74 13.259.20 
Total 3,06,089.86 3 54,343.43 4,90,254.18 6,21 ,864.13 
EXPENDITURE 
Purchase of Stock articles 17, 181.01 29,965.9 1 30.600.63 39,454.53 
Cost of grains purchased 1 ! 2,34.616.48 2,38,228.59 3,47, 198.95 4,55,60 1.34 
Direct expenses 44.856.27 69,827. 17 74,001.52 85,924.61 
Interest payment 10,861.86 20,428.34 40,764.98 55.813.74 
Administrative expenses 160.67 22 1.35 430.68 1,26 1.91 
Depreciation 2.0 1 2.82 10.4 1 16.84 
Other indirect expenses 5.283.40 5.506.89 6.573. 10 7.836.70 
Establishment charges - 1,724.27 1,767.29 4,820.08 3.573.45 
Total 3,14,685.97 3,65,948.36 5,04,400.35 6,49,483.12 
LOSS FOR THE YEAR 8,596.11 11 604.93 14,146.17 27,618.99 
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Annexure- 8 

(Referred to in paragraph 2.2.9) 

Statement showing particulars of distribution network planned VJS-a-v•s 
achievement thereagainst in the State as a whole during 2006-07 to 2010-11 

Delerlptloa 2886-0'7 ., .. .u~.· l 111.11 
r~ ~;'.~ . ""'." ~~··-:·~ii!: 

No. of "'•hd.J~tinn .. (33 KV and 66 KV) 
At the beginning of the 500 523 540 575 608 -
year 
Additions planned for the 82 11 9 161 49 114 525 
year 
Additions made during 23 17 35 33 28 136 
the year 
At the end of the year 523 540 575 ~_8- ~:!6 
Shortage in addition 59 102 126 16 86 -
(ii - iii) 
HT lines (in CKM) 
At the beginning of the 1,16,172 1,23,332 1,27,734 1,44,926 1,6 1,159 -
year 
Additions planned for the Targets were not fiXed. -
year 
Additions made during 7,160 4,402 17,192 16,233 16,260 61,247 
the year 
At the end of the year 1:'-~ ~~?. 1,27_,734 1,d4,926 1,61,159 1,77,419 -
LT lines (in CKM) 
At the beginning of the 1,71,066 1,73,853 1,74,615 1,70,472 1,67,021 -
year 
Additions planned for the Targets were not fiXed. -
year 
Additions made during 2,787 762 (-) 4,143' (-) 3,45 I" (-) 2,928' (-) 6,973. 
the y~a)' 
At the end of the year 1,73,853 1,74,615 1,70,472 1,67,021 }J\4_0()] 

Dist1 .• :n trartif\n 1tion rlm~ritv (11 KV) in MVA) 
At the beginning of the 15,287 16,212 17,364 17,963 18,888 -
year 
Additions planned for the Targets were not fixed. -
year 
Additions made during 925 1,152 599 925 1,311 4,912 
the year 
At the end of the year 16,212 17,364 17,963 18,888 20,199 

Source: Statistical data provided by the Compa11y. 

Decreased due to conversion of Low Voltage Distribution System to High Voltage Distribution System. 
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Annexure- 9 

(Referred to in paragraph 2.2. 16) 

Statement showing progress of installation of meters 

(in la kh number) 
Meters Actual Meters Percentage 
required to meters installed of 
be installed instaUed at the achievement 
for 100 during close of against the 
percent the year the year requirement 
metering 

2006-07 52.02 10.30 1.26 12.23 

2007-08 53.28 10.46 1.32 12.62 

2008-09 54.60 11.72 2.08 17.75 

2009-10 56.68 12.51 2.42 19.34 

2010-11 59.10 14.11 3.86 62.96 27.36 
Source: Statistical data provided by the Company. 
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Annexure- 10 

(Referred to in paragraph 2.2.18) 

Statement showing source-wise purchase of power during 2006-11 

(in million units/ Avera~e cost per unit in paisa) 
lo.;·j..w.-. Owa ::\ . ,.~' ~:, 

I~'['~ 
& . 

Geaeratlon Ceatnl IPPI r·~· 

Sector ,. 
22,536.78 9,043 193 4,491 13,727 

2006-07 
16 1.67 218.36 376.52 507.74 315.26 

23,944.33 10,533 18 1 6,260 16,974 
2007-08 

16 1.38 230.74 373.24 562.68 354.68 

25, 192.80 10,753 177 3,921 14,851 
2008-09 

183.51 244.29 377.92 635.2 1 349.09 

25,901.73 10,896 287 3,153 14,336 
2009-10 

204.87 246.67 389.38 587.89 324.57 

25,863.63 11,203 330 3,221 J_ 14 ,754 
2010- 11 N.A.• 278.66 414.68 633.74 • 359.23 

1,23,439.27 52,428 1,168 21,046 74,642 
Total - 244.93 390.17 579.12 341.43 

Source: Annual Statements of Accounts and Statistical data provided by the Company. 

Figures for 2010- 1 J are not available because of non-finalisation of Annual Accounts for 20 I 0-11. 
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Annexure - 11 

(Referred to in paragraph 2.2.25) 

Statement showing progress of installation of L T capacitor banks and const:quential loss of envisaged energy savings 

, ---

Year IDstalled Tarptecl A dual ,........._ ...... Penutap Loss or envisapd enei'IY I 
·capadty ........... . addltba --- 1C:r ol shortfall savtnas . 

attbe dartu& .. ......... •at tile . In Average Amount 
I . ', 

beglnnmg tbeyear the year ·doleal Mus· Rate per 
oltbe · ·t~te;e.r · . 

Unit (tin 
year . (f) crore) 

2006-07 3,252 301 193 3,445 108 35.88 36.37 3.70 13.46 

2007-08 3,445 336 228 3,673 108 32.14 36.37 3.88 14.11 

2008-09 3,673 338 223 3,896 115 34.02 38.73 3.97 15.38 

2009-10 3,896 426 308 4,204 118 27.70 39.74 ~~ 4.18 16.61 

2010-11 4,204 352 175 4,379 177 50.28 59.6 l 
4.18 

24.92 
(provisional) 

Total 1,753 1,127 626 210.82 84.48 
Source: Statistical data provided by the Company. 

Worked out on the basis of shortfall in achievement of target x 0.33676 MU (factor for loss of energy due to non installation of one MV AR capacitor 
bank derived by the Company itself in cost benefit analysis for installation of LT capacitors). 
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Annexure - 12 

(Referred to in paragraph 2.2.29) 

Statement showing targets & actual performance of checking by the operational staff of the Company, theft cases 
detected, assessment made and amount realised for the five years ending 31 March 2011 

Year Total no. No~ of checking - Theft cases Assessed amount Amount Realised 
of (fin lakh) (fin lakh) 

consumers Targets Actual Targets Actual Targets Actual I Target~ Actual 
(Percentage (Percentage 

to total to assessed 
consumers) amount) 

2006-07 62,31,240 Not 21 ,63,443 Not 2,12,624 Not 8,514.67 Not 1,697.33 
Fixed (34.72) Fixed Fixed Fixed (19.93) 

2007-08 63,73,890 Not 23,14,161 Not 2,44,886 Not 10,064.28 Not 2,561.23 
Fixed (36.31) Fixed Fixed Fixed (25.45) 

2008-09 66,31,407 Not 18,77,463 Not 1,70,432 Not 15,365.21 Not 5,975.74 
Fixed (28.31) Fixed Fixed Fixed (38.89) 

2009- lO 69,18,145 Not 22,24,288 Not 1,89,649 Not 17,150.87 Not_ 8,,636.92 
Fixed (32.15) Fixed Fixed Fixed ( 50.36) 

2010-11 73,20,631 Not 20,66,262 Not 87,227 Not 7 ,906.15 Not 4,093.77 
Fixed (28.23) Fixed Fixed Fixed (51.78) 

(provisional) 
Source: Trial Balances and statistical data provided by the Company. 
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Annexure-13 
(Referred to in paragraph 3. 13.1) 

Statement showing paragr aphs/ reviews for which explanatory notes were not received as on 30 June, 2011 

N..eoltbe 200z..o3 --···~ .... liJ05.06 .. 2016-G't 2187- ...., 2189-10 Total 
-~ T ~ l ~ ~'1. ., .. 

--- -----
Agriculture - - L 4 3 3 2 13 
Food and - - - - - I l I 3 
Supplies 
Industries - - - - 1 2 1 2 6 
Power - - - - - - - 8 8 
Finance I 2 3 I I I 3 1 13 
Animal Husbandry - I - - - - - - 1 
Transport - - - - - - - 1 1 
Irrigation - - - - - - - 1 1 

1 3 3 2 6 7 8 16 46 
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Annexure 14 
(Referred to in paragraph 3.13.3) 

Statement showing persistent irregularities pertaining to Government companies appeared in the Reports of CAG of India for 
the years 2005-06 to 2009-10 (Commercial), Government of Punjab 

Punjab State Civil Supplies Corporation limited 

SL 
NO. 

I. Loss of interest 
due to de layed 
raising of bills. 

2006-07 
2.2. 16 

2008-09 
3. 10.2 

2009- 10 
4 .4 

1.01 

1.65 

4.67 

7.61 

• 

Delayed rrusmg of sale bills due to 
fai lure of the fie ld staff to submit 
dispatch documents in time resulted in 
loss o f '{ 0.28 crorc. 

Failure of the field staff to submit 
despatch documents in time resulted in 
delayed submission of bills to FCI for 
payment with consequent interest loss 
of ~. 1.0 1 crore to the Company. 

Delayed raising of sale bi lls of wheat 
resulted in loss of '{ 1.65 crore on 
account of inte rest to the company. 

Delayed raising of bills resulted in loss 
of interest of '{.4.67 crore to the 
Company. 
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TI1e Company was requ ired to recover 
the interest loss from the officials 
responsible for delay in raising the 
bills. 

The Company should have monitored 
the timely submission of dispatch 
documents by the field staff as well as 
raising of sale bills on FCf, 

The Company should have monitored 
the timely submission of di spatch 
documents by the fie ld staff as well as 
raising of sale bills on FCI, 

The Company needs to strengthen its 
monito ring mechanism so that all 
claims are raised promptly. 

-do-

-do-

-do-



Annexure-iS 
(Referred to in paragraph 3. 13.4) 

Statement showing department wise break up of Inspection reports/Paras 
outstanding as on 30 June 2011. 
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Annexure-16 
(Referred to in paragraph 3. 13.4) 

Statement showing the department wise draft paragraphs/performance audit 
reports replies to which are awaited. 

1. Power 8 March 2011 to 
August 2011 

2 Agriculture 3 May 2011 to June 
2011 

3. Industries I A ril 2011 
4. Food and Supplies 3 1 May 20 11 to August 

20ll 
Total 15 2 
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