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I 

Government commercial enterprises, th~ accouJts of which are subject to 
audit by the Comptroller and Auditor General of India, fall under the 
following categories: [ 

(i) Government companies, 1
1 

(ii) Statutory corporations and 
(iii) Departmentally managed commercial undertakings. 

2. This Report deals with the results of audil of Government companies 
and Statutory corporations including Himachal Pddesh State Electricity Board 
and has been prepared for submission to the Govekmerit of Himachal Pradesh 
under Section 19 A of the Comptroller and Auditbr General's (CAG) (Duties, 
Powers and Conditions of Service) Act, 1971, as ~mended from time to time. 
The results of audit relating to de~artment~lly managed commercial 
undertakings are included in the Report of th~ Comptroller and Auditor 
General of India (Civil) - Government of Himachal Pradesh .. 

3. · Audit of ·accou~ts of Government comp~ies is conducted by the 
Comptroller and Auditor General of India (CA6) under th,e provisions of 
Sectiol! 619 of the ~ompanies Act, 1956. I · 

4. In respect of Himachal Road Transport 
1
corporation and Himachal 

Pradesh State Electricity Board which are Statutory corporations, the CAG is 
I 

the sole ·Auditor. fu respect of Himachal Pradesh Financial Corporation, he 
has the right to conduct the ·audit of their accouhts in addition to the audit 
conducted by the Chartered Accountants, appointJd by the State Government 

I 

in consultation with the CAG. In respect of H~machal Pradesh Electricity 
Regulatory Commission, the CAG is the sole auditor. The Audit Reports on 

I 
the annual accounts of all these corporations are forwarded separately to the 

I . 
State Government. I . 

5. The cases mentioned in this Report are those, which came to notice in 
the. course of audit during 2006-07 as well as thoke which caine to notice in 
earlier years, but were not dealt with in the previou1s Reports. Matters relating 
to the period subsequent to 2006-07 have alsd been included, wherever 

necessary. ·I . 
6. The audit in rellition to the material included in this Report has been 
conducted in conformity with the Auditing Standar~s issued by the CAG. 

I 
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OVERVIEW 

1 Overview of Government companies and Statutory corporations 

As on 31 March 2007, the State had 21 Public Sector Undertakings (PSUs) 
compn mg 18 Government companie (including two non-working 
companies) and three Statutory corporations. In addition, there were three 
companies under the purview of Section 619-B of the Companies Act, 1956 as 
on 31 March 2007. The total investment in working PSU increa ed from 
R . 3,743.45 crore as on 31 March 2006 to R . 3,886.32 crore as on 
3 1 March 2007. The total investment in non-working PSU decrea ed from 
Rs. 705.26 crore as on 31 March 2006 toR . 4.79 crore as on 31 March 2007. 

(Paragraphs 1.1, 1.2, 1.16 and 1.31) 

According to the latest finalised accounts of 19 worki ng PSUs 
( 16 Government companies and three Statutory corporat ions), six Government 
companies and one Statutory corporation earned aggregate profit of 
Rs. 10.06 crore and R . 1.88 crore re pectively. Only one company declared a 
dividend of Rs. 35.15 lakh during 2006-07. Eleven working PSUs 
(ni ne Government companie and two Statutory corporation ) incurred 
aggregate Loss of Rs. 71.62 crore as per their Latest finaJi ed account . Of the 
loss incurring working Government companies, four companies had 
accu mulated losses aggregating R . 141.97 crore, which exceeded their 
aggregate paid-up capital of R . 51.75 crore. Two Statutory corporations 
incurred losses aggregating Rs. 45.27 crore. These two loss incurring Statutory 
corporation had accumulated lo of Rs. 540.21 crore, which exceeded their 
paid-up capital of Rs. 305.68 crore. 

(Paragraphs 1.7, 1.8, 1.9 and 1.11) 

Two working Government companies had incurred losse for the last five 
year ended 3 1 March 2006 and 3 1 March 2007 leading to negative net worth. 
ln view of continuou losses, the Government may take teps to either 
improve the performance of these companie or consider their clo ure. 

(Paragraph 1.29) 

2 Performa nce Reviews r ela ting to Government compa nies and 
Statutory cor por ations 

Performance reviews relating to Felling and Conversion of trees by Himachal 
P radesh State Forest Corporation L imited, Working of Himachal Pradesh 
Agro Industries Corporation Limited, Information Technology Review of 
Computerised Reservation of Hotel Rooms in Himachal P radesh Tourism 

XI 
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Development Corporation Limited, Tariff, Billing and Collection of revenue 
in Himachal Pradesh State Electricity Board, Implementation of 
Accelerated Power Development Reform Programme by Himachal Pradesh 
State Electricity Board and Information Technology Review of 
Computerised Booking in Himachal Road Transport Corporation were 
conducted. Some of the major audi t find ings are as fo llows: 

Felling and Conversion of trees by Himachal Pradesh State Forest 
Corporation Limited 

The Himachal Pradesh State Forest Corporation Limited (Company) was 
incorporated (March 1974) under the Companies Act, 1956, with a view to 
undertake proper and scientific exploitation of forest resources in the State by 
nationalising operation of extraction of timber to eliminate the agency of 
contractors. Some of the major deficiencies noticed during performance 
review were as follows: 

• The Company failed to initiate steps for undertaking work 
departmentally to eliminate the agency of contractors in a phased 
manner thereby defeating the very purpose of formation of the 
Company. 

• There was delay in receipt of marking lists, taking over and working of 
lots resulting in loss of Rs.l.88 crore due to payment of exten ion fee, 
interest and less extraction of timber. 

• Submission of incorrect data to the Pricing Committee re ulted in 
fixation of higher royalty rates and consequent avoidable payment of 
royalty of Rs.2.36 crore to the Forest Department. 

• Fixation of higher royalty rates by assuming obtainable yield at a 
higher rate resulted in a loss of Rs.l.74 crore. 

• Failure of the Company to review requirement of manpower resulted in 
payment of salary and wages of Rs.8.75 crore to surplus manpower 
during the period June 2003 to March 2007. 

Performance review on the Working of Himachal 
Industries Corporation Limited 

(Chapter 2.1) 

Himachal Pradesh Agro Industries Corporation Limited (Company) was 
incorporated (September 1970) with a view to promote agro based indu tries 
in the State. The Company did not draw any long-term plan for achievement 
of its main objective of promoting agro-based industries in the State. It did 
not plan annual activities well before the commencement of financial year in 
consultation with State Government DepartmenL~. which were the main buyers 

XII 



Overview 

of Company's products. Some of the major deficiencies noticed during 
performance review were as follows: 

• Out of fi ve producti on units, three units were incurring losses 
continuously on account of low capacity utili sation due to lack of 
adequate demand from the State Government Departments and 
inability of the Company to market its products in the open market. 

• The Company purchased major portion of food grai ns for 
manufacturing cattle feed during off season resulting in incurring of 
avoidable extra expenditure of Rs.54.35 lakh. 

• Out of 20 tradi ng units and one petrol pump, 10 units were 
continuously incurring losses and loss suffered by these units during 
fi ve years up to 2006-07 amounted to Rs. 1.59 crore due to inaction of 
the Management to improve their working. 

(Chapter 2.2) 

Information Technology Review of Computerised Reservation of Hotel 
Rooms in Himachal Pradesh Tourism Development Corporation Limited 

The Company introduced ( 1993) computerised Central Hotel Reservation 
System for Hotel reservation facili ty at Central Reservation Office, Shi mla. 
The software was got modified (September 2000) as web enabled software 
from National Informatics Centre. Some of the important findings are as 
fo llows: 

• No policies relating to computerisation have been framed by the 
company. 

• The Company failed to recover cancellation charges of Rs.2.42 crore 
from the customers who reserved the rooms in the hotels at nil 
advances due to defect in the System. 

• The Company completed (March 2007) Local Area Network (LAN) in 
three units at a cost of Rs. l 0.88 lakh but as the System had no 
provision to upload the data from the online hotel reservation system; 
the basic purpose of LAN was defeated. 

(Chapter 2.3) 

Tariff, BiiJing and CoUection of revenue in Himachal Pradesh State 
Electricity Board 

The Hj machal Pradesh State Electricity Board (Board) was incorporated 
(September 197 1) for generation, transmission and distribution of electricity in 
an efficient and economkal manner in the State. Sale of power is regulated 
with reference to the tariff fixed by the Himachal Pradesh Electricity 
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Regulatory Commission (HPERC) from time to time. Prior to the 
establishment (December 2000) of the HPERC, the Board was exercising the 
powers conferred on it by the Electricity (Supply) Act, 1948 with regard to 
fixation of tariff. The Board failed to file tariff petition annua lly in time and 
on the basis of justifiable data resulting in di sallowi ng of expenditure by the 
HPERC and con equential lo s to the Board. The Board was unable to bill 
most of the consumers monthly resulting in delay in collectio n of revenue. 
Some of the major defici encies noticed during performance review were as 
follows: 

• Failure of the Board to fil e tariff pet1t1ons annually in time with 
complete details and justi fiable data resu lted in loss of Rs. l54 .86 crore 
and delay in recovery of Rs.533.72 crore. 

• The Board failed to restruc ture its high cost debts resulting in loss of 
Rs.48.2 1 crore due to non-adjustment of interest through tariff. 

• Failure of the Board to reduce transmission and di stribution lo ses as 
per the targets fixed by HPERC resulted in loss of potential revenue of 
Rs.79.75 crore. 

• The Board failed to bill the consumer in accordance with the laid 
down procedure/directions of HPERC resulting in non-recovery of 
revenue of Rs.70.40 crore. 

• Internal control mechani sm and internal audit system were deficient 
resulting in increase in number of units remaining un-audited by 
Interna l Audit and non-sett lement of large number of outstanding 
observations of internal Audit. 

(Chapter 3.1) 

Implementation of Accelerated Power Development Reforms Programme 
by Himachal Pradesh State Electricity Board 

The Union Ministry of Power (MOP) launched a nationwide programme 
called Accelerated Power Development Programme (APDP) during 2000-0 I , 
which was su bsequentl y modified and rech1istened as Accelerated Power 
Development Reforms Programme (APDRP) during 2002-03. The modified 
programme focu es on up-gradation of sub-transmission and distribution 
system in densely e lectrified zones in the urban and industrial area and 
improvement in commercia l viability of the State Electricity Boards. Some of 
the major deficiencies noticed during performance review were a follows: 

• The State Government delayed the release of APDRP funds 
aggregating Rs.228.46 crore to the Board by 7 to 637 days thereby 
making it elf liable to pay Rs.9.09 crore as penal interest to the GOI. 
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Besides, the Board had to pay Rs. l .O I crore on accou nt o f intere t at 
the rate of 12 per cent on loan component of Rs. l6.39 crore for the 
pe riod of delay in release o f funds by the State Government. 

Delay in completion/non-execution of targeted works resulted in loss 
of potential revenue of Rs. 15.32 crore a envisaged in the APDRP 
schemes. 

The Board incurred avoidable extra expenditure of Rs.35.99 crore due 
to allotment of work at higher rate , failure to purcha e the material in 
bulk, use of conductor of higher ize, delay in completion of works, 
non-receipt of material, etc. 

The monitoring of work under APDRP was deficient due to weak 
management information/internal control system and absence of 
inte rnal audit system. 

(Chapter 3.2) 

Information Technology Review of Computerised Booking in Himachal 
Road Tra nsport Corporation 

The Corporation introduced (I 995-96) in-hou e developed oftware for 
booking of ticke ts and loaded it on computers installed at I 5 locations under 
eight Regional Offices at a cost of Rs. I 5 lakh. Some of the major 
deficiencie noticed during performance review were as follow : 

• During the last I I years, the corporation had not formulated any 
strategic plan for computeri sation. 

• There was neither any password policy nor the system of taking back 
ups regularly. 

• There was lack o f consistency in executable programs working in 
different booking counters. Resu ltantly, leakage of revenue could not 
be ruled out. 

• The System did not contain refund module for computeri ed 
cancell ation of tickets, the depot code were not fed correctly and the 
System accepted advance booking even after is uance of way bills. 

• There was lack of con istency in executable program working in 
different booking counter . Resultantly, leakage o f revenue cou ld not 
be ruled out. 

(Chapter 3.3) 

I 4 Transaction audit observations 

Audit observation. included in this chapter highJight deficiencies in the 
management of PSUs, which re ulted in serious financial implications. The 
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irregularities pointed out are broadly of the following nature: 

• avoidable payment of Rs.8.52 c rore in four cases, 

(Paragraphs 4.5, 4.7, 4.9 and 4.10) 

• undue favour of Rs.2.36 crore in four cases. 

(Paragraphs 4.2, 4.3, 4.8 and 4.12) 

• lo s of revenue of Rs. 1.50 crore in three cases, 

(Paragraphs 4.1, 4.11 and 4.13) 

• Unfrui tful investment of R . 94.33 lakh in one case, 
(Paragraph 4.4) 

• Diversion of grant-i n-aid of Rs. 17.15 lakh in o ne ca e. 
(Paragraph 4.6) 

Gist of . ome of the important observations is given below. 

• Non-acceptance of rate by Himachal Pradesh State Forest Corporation 
Limited offered by a party for bulk purcha e of turpentine oi l despite 
known decreasing trend in rates resulted in a loss of Rs.l8.04 lakh due to 
ubsequent sale of turpentine oi l at lower rates. 

(Paragraph 4.1) 

• ln addition to payment of price variation increase of Rs.42. 19 lakh as per 
the standard price variation formu la incorporated in the agreement, the 
Beas Valley Power Corporation Limited paid further price variation 
increase of Rs.82. 1 0 lakh to the contractor resulting in undue favour to 
him. 

(Paragraph 4.2) 

• Failure of the Himachal Pradesh State Electricity Board to exercise the 
option available for redemption of bonds of Rs 58.44 crore after five years 
resulted in avoidable payment of intere. t of Rs.6.89 crore for the period 
beyond fifth year. 

(Paragraph 4. 7) 

• The merger of excise duty in the ex-works rates by the Himachal Pradesh 
State E lectricity Board though the supplier was exempted from payment 
of the same, resulted in extending of an undue favour of Rs. l .29 crore to 
the upplier on the purchase of conductor. 

(Paragraph 4.8) 

• Failure of the Himachal Pradesh State Electricity Board to fix rate for 
supply of conductor as per in truction contained in the tender document 
resulted in avoidable overpayment of R .78.64 lakh. 

(Paragraph 4.9) 
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• Fai lure of the Himacha l Pradesh State Electricity Board to obtain 
documentary evidence of payment of excise duty from the upplier before 
releasing the payment resulted in avoidable payment of excise duty of 
R .73.48 lakh. 

(Paragraph 4.10) 

• The Himachal Pr adesh State E lectricity Board old its surplu land at 
Barmana having market value of Rs.l . l 7 crore to a private party for 
R .47.87 lakh resul ting in loss of Rs.69. 13 lakh coupled with interest loss 
of R .13.32 lak.h due to accepting the total agreed cost after 22 months 
from the date of agreement. 

(Paragraph 4.11) 

• Injudicious decision of Himacha l Road Transport Corporation to 
provide free traveling facili ty to the cancer/spinal injury patients in its 
buse and its improper implementation re ulted in loss of Rs.49.23 lakh. 

(Paragraph 4.13) 
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1.1 As on 31 March 2007, there were 18 Government companies 
(16@ working companies and two$ non-working companies#) . and three 
working Statutory corporations as against 18 ~Government companies (14 
working companies and four non-working companies) and three working 
Statutory corporations as on 31 March 2006 utider the control of the State 
Government. The accounts of the Governmerh companies (as defined in 
Section 617 of the Companies Act, 1956) a~e audited by the Statutory 
Auditors who are appointed by the Comptroller ~nd Auditor General of India 
(CAG) as per provision of Section 619 (2) of the Companies Act, 1956. These 
accounts are also subject to supplementary audit Thy the CAG as per provisions 
of Section 619 of the Companies Act, 1956. The audit arrangements of the 
Statutory corporations are as shown below: I 

Himachal Pradesh State Under Rule 14 of the 1 Sole audit by the CAG 
Electricity Board (HPSEB) Electricity (Supply) (Annual 

accounts) Rules 1985 read 

Himachal Road Transport 
Corporation (HRTC) 

Himachal Pradesh Financial 
Corporation (HPFC) 

I 
with Section 172 (a) and 185 
(2) (d) of the Electricity ~ct, 
2om· I 
Section 33(2) of the Road! 
Transport Corporations Act, . 
195o I 
Section 37(6) of the State I 
Financial Corporations Act, 
1951 · I 

Sole audit by the CAG 

Audit by the Chartered 
Accountants and 
supplementary audit by 
theCAG 

Source: Provisions of the relevant Statutes. I 

@ 

$ 

# 

* 

One new company i.e. Himachal Pradesh Pow1? Corporation Limited has been 
incorporated and one non-working company i.e. Himachal Pradesh Road and Other 
Infrastructure Development Corporation Limited h~s been revived 
One company has become working company ahd Assets and Liabilities of one 

I . 
company have been transferred to Himachal Prqdesh Infrastructure Development 
Board . · I 
Non-working companies are those which are under the process of 
liquidatiqn/closure!merger,' etc. . I 
The earlier provision of Section. 69 (2) of the Electricity (Supply) Act, I948 was 
repealed by the Electricity Act, 2003 · · I 

1 I 
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I 

The State bovernment had formed (December 2000) the Himachal Pradesh 
I 

Electricity Regulatory Commission and its audit is entrusted to the CAG under 
·I ** Section 104 (2) of the Electricity Act, 2003. ·. I . . . 
I 
I 

I Worki~gJl!ubiicSector·tU:ndertakiJ!gs"(PSUs) • . . :· .. :I 
. . I 

I 
I 

lnvestmentiin working PSUs 
I 

:n..2 As on 131 March 2007, the total investment in 19 working Public Sector 
Undertakinks (16 Government companies and three Statutory corporations) 
was Rs.3,~86.32 · croi"e# (equity: Rs.749.04 crore, Jong-term loans*: 

. . Rs.3,136.86 crore and share application money: Rs.0.42 crore) as against total 
· ; investment! of Rs.3,743.45 crore (equity: Rs.707.04 crore, long-term loans: 

Rs.3,033.9~ crore and share application money: Rs.2.48 crore) in 17 working 
,, PSUs (14 ;Government companies and three Statutory corporations) as on 

31 March 2006. · · 
j 

The invesLent (equity and long-temi loans) in various sectors and 
I 

percentages thereof at the end of 31 March 2007 and 31 March 2006 are 
indicated bblow in the pie charts: 

** 

# 

* 

I 

I 
.f 

l 
I. 

I 
I .· . 

Earlier Section 34 (4) of the EleCtricity Regulatory Commissions Act, 1998 repealed 
by the Electricity Act, 2003 

Statj Govemmeni's investment in wm*ing PSUs was Rs.779.35 crore 
(oth1rs: Rs.3,106.97 crore). Figure as per Finance Accounts, 2006-07 was 
Rs. f4.05 crore. The difference is under reconciliation 

Long-tenn loans mentioned in paragraphs 1.2, .1.3, 1.4 and 1.16 are excluding 
intefest accrued and due on such 'toans 

I 

I 
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Sector-wise investment in working Government 
companies and corporations 

(Rupees in crore) 
(Figures in brackets are percentage) 

As on 3 1 March 2007 
Total lnvestment-Rs.3,886.32 crore 

As on 3 1 March 2006 
Total lnvestment-Rs.3.743.-l5 crore 

172.83 
(4.6:!) 

• Agricu lture 0 Transport 0 Financing 0 Forest • Power • Miscellaneous 
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An analy~Js of investment in working PSUs is given in the following 
. I 

·' , paragraphs.! . 

Working Government companies 
I 

Jl.3 Total investment in working Government companies at the end of 
I 

March 2000 and March 2007 was as follows: 

I 

2005-06 14 131.95 2.08 212.26 346.29 

2006-07 16 161.25 0.42 663.38 825.05 

" : . Source: As per, information furnished by the companies. 

The increase in investment was mainly due to addition of two* working 
G 

I • 
overnment comparnes. 

I . . . 
As on 31 March 2007, the total investment in working Government companies 

· .. comprised (19.60 per cent ofequityand 80.40 per cent of loans as compared to 
·. · '38.70 and 61.30 per centrespectively as on31 March 2006. 
1
' 

1 Due to indrease. in long~ term loans mainly in Himachal Pradesh Road and 
Other Infdstructure Development Corporation Limited, the debt equity ratio 
of working Government companies as a whole increased from 1.58:1 in 
2005-06 toj4.10:1 in 2006-07. 

The summarised statement of Government investment in working Government 
companiesjin the form of equity and loans is given in Annexu.recJL . 

. f, • Working Statutory corporations . 

1.4 The t1tal investment in the three working Statutory corporations at the 
end of MaTh 2006 and March 2007 was as follows: 

! • 

,. 

Himachal Pradesh· State 282.11 2,624.69 282.11 2,118.43 
Electricit I Board (HPSEB) 
Himachal foad Transport . 264.81 23.80 277.11 159.96 
Corporation (HRTC) . 

I 
Himachal Pradesh Financial 28.57 173.18 28.57 195.09 . . I . . . . 
Co oration (HPFC) 

Total 'l57s:49' 'z~82"f!67 587;79 2,473.4it 
Source: As pe~ information furnished by the corporations. 

I . . 

* 
I 

Hinlachal Pradesh Power Corporati01z Limited and Himachal Pradesh Road and 
Othkr Infrastructure Development Corporation Limited 

I . . . 
I 
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The decrease in investment was mainly due to decrease in long-term loans in 
H imachal Pradesh State Electri city Board. 

A s on 3 1 March 2007, the total inve tment in the working Statutory 
corporations comprised 19.20 per cent of equity capi tal and 80.80 per cent of 
loans as compared to 16.94 and 83.06 per f'ent respecti vely as on 
3 I March 2006. 

Due to decrease in long-term loans, the debt equi ty ratio of the working 
Statutory corporations as a whole decreased from 4.90: I in 2005-06 to 4.21 : I 
in 2006-07. 

The summarised statement of Government investment in the working 
Statutory corporati ons in the form of equity and loans is given in Annexure-I. 

Budgetary outgo, grants/subsidies, guarantees, waiver of dues and 
conversion of loans into equity 

1.5 The details of budgetary outgo, grants/sub~idies, guarantees i ~sued , 

waiver of dues and conversion of loans into equity by the State Government in 
respect of the working Government companies and working Statutory 
corporations are given in Annexure-( and Ill. 

The budgetary outgo in the form of equity and loans and grants/subsidies from 
the State Government to the working Government companies and Statutory 
corporations for the three years up to 2006-07 is given below: 

(A R moun : upecs m crorc 

2004-05 2005-06 2006-07 

Companies Corporations Companies Corporations Companies Corporations 
!-r-- 1-- -r-- - - - - f-- - -- -

No. Amount No. Amount No. Amount No. Amount No. Amount No. Amount 

EqUII) 1 1.70 1 1-l .4 1 ] 1.19 2 12.70 4 2.06 I 12.30 

Loan' - - I 6.76 - - I 1.97 - - I 7.93 

Gram'> - - - - - - - - - - - -

Sub, itl j ] 5.39 3 79.25 3 4.85 3 125.96 5 6.25 3 50.72 

Tota l outgo 6 7.09 3* 100.42 6* 6.14 3* 140-63 9* 8.31 3* 70.95 

Source: A., per mlom1a1ion fumishcd by lhc companies/corporatio ns . 

• These are actual number of companies/corporations which received budgetary 
support in the fo rm of equity. loans. 1vants and suhsidy from the State Government 
during respective year 
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During 2006-07, the Government had guaranteed loans aggregating Rs.240.27 
crore obtained by two Government companies (Rs.l 0.60 crore) and two 
Statutory corporations (Rs. 229.67 crore). At the end of the year, guarantees 
amo unting to Rs. 2,41 1.74 c rore against six Government companies 
(Rs. 627.8 1 c rore) and two Statutory corporations (Rs. I ,783.93 crore) were 
outstanding. There was no case of default in repayment of g uaranteed loans 
during the year. The Government had not forgone any amount by way of 
loans written off or interest waived or given moratori um on loan repayment 
during the year. During 2006-07, the guarantee commission payable to the 
Government by one Statutory corporation (HPSEB) was R .46.13 lakh and by 
one Government company (Himachal Pradesh State Handicrafts and 
Handloom Corporation Limited) was Rs.0.72 lakh. 

Finalisation of accounts by PSUs 

1.6 The accounts of Government companies for every fi nanc ial year are 
required to be final ised within s ix months from the end of the relevant 
financial year under Sections 166,210,230, 6 19 and 619-8 of the Companies 
Act, 1956 read with Section 19 of the Comptroller and Auditor General's 
(Duties, Power and Conditions of Service) Act, 1971. They areal o to be laid 
before the Legislature within njne months from the end of the financial year. 
Simil arly, in the case of Statutory corporations, their accounts are finalised, 
aud ited and presented to the Legislature as per the provisions of the respective 
statutes. 

It can be seen from Annexure-ll that out of 16 working Government 
companies and all the three working Statutory corporations, onl y seven • 
companies and all the three corporations had finalised their accounts for 
2006-07. During October 2006 to September 2007, nine Government 
companies fina lised ten accounts for the previous years. Himachal Road 
Transport Corporatio n fina lised accounts for previous year also. The accounts 
of nine Government companies were in arrear for periods ranging from one to 

• 
Himachal Pradesh Genera/ Industries Corporation Limited, Himachal Pradesh State 
Electronic Development Corporation Limited, Himachal Pradesh State Handicrafts 
and Handloom Corporation Limited, Himachal Pradesh State Civil Supplie.\ 
Corporation Limited. Himachal Pradesh State Industrial Development Corporation 
Limited, Himachal Pradesh Power Corporation Limited and Himachal Prade.1h 
Road and Other lnfrastruclllre Development Corporation Limited 

6 
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I 
three years as on 30 September 2007, as detailed be~ ow: 

1 

2 

3 7 

2004-05 to 
2006-07 

2005-06 and 
2006-07 

2006-07 

3 

2 

1 

8 

10 

1, 2, 3,4, ~. 11 and 13 
J " r ,.. 

It is the responsibility of the admimstrative departn:ients to momtor and ensure 
I 

that the accounts are finalised and adopted by the ~SUs within the prescribed 
period. Though the concerned administrative departments were informed 
every quarter by Audit of the position of arrear in pnalisation of accounts by 
companies under their administrative control, no effective measures had been 
taken and as a result, the net worth of these PSU$ could not be assessed in 
audit. 

I 
Financial position and worlking results ofworking:PSUs 

I 

]..7 The summarised financial results of working PSUs (Government 
companies and Statutory corporations) as per the l~test finalised accounts are 
given in Anmexu~re-ll. Besides, statements showin~ the financial position and 
the working result~ of individual working Stat~toryi corp_orati?ns for the latest 
three years for which accounts have been finahsed are g1ven m Annnnexull"e-JIV 
anrnd V respectively. ! 

According to the latest finalised accoun.ts, nl.ne companies and · two 
corporations had incurred an aggregate loss bf Rs. 26.35 crore and 
Rs.45.27 crore respectively and six companies and 6ne corporation had earned 
an aggregate profit of Rs.10.06 crore and Rs.l.88 brore respectively. Excess 

I 

of expenditure over income in respect of Himachal Pradesh Road and Other 
Infrastructure Development Corporation Limited -\was reimbursable by the 
State Government. I 

7 
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Working bovernment companies 

Profit ea)ning working companies and dividend 

1.8 Out bf seven working Government companies which finalised their 
I 

accounts for 2006-07, three* companies earned an aggregate profit of Rs.8.59 
crore butl only one company i.e. Himachal Pradesh State Civil Supplies 
Corporation. Limited, declared dividend aggregating Rs. 35.15 lakh. The 
dividend ks a percentage of share capital (Rs.36.83 crore) in the above three 

I 
profit making companies worked out to 0.95. The remaining two profit 
making cbmpanies did not declare any dividend. The total return by way of 
dividend bf Rs. 35.15 lakh worked ou.t to 0.23 per cent in. 2006-07 on total 
equity in~estment of Rs. 150.34 crore by the State Government in all the 
Govemm6nt companies as against 1.44 per cent in previous year. The State 
Govemm6nt formulated (August 1982) a dividend policy for payment of 
minimum! dividend of three per cent. However, these guidelines were 
complied 11with by one company only. 

Similarly, out of nine working Government companies which finalised their 
accounts /for the previous years during October 2006 to September 2007, 
three# companies earned a profit of Rs.l.48 crore. Two& companies earned 
profit for two successive years. 
Lo . I . k. . ss mcirnng wor: mg companzes 

1.9 Of the nine loss incurring working Government companies, four$ 
companids had accumulated losses aggregating Rs.141.97 crore which 
exceeded their aggregate paid-up capital ofRs.51.75 crore. 

Despite p
1

oor performance and complete erosion of paid-up capital, the State 
Government continued to provide financial support to these companies in the 
form of spbsidy, etc. As per available information, the total financial support 
provided by the State Government by way of subsidy during 2006-07 to two** 
out of there four companies. amounted to Rs. 1.09 crore. 

* 

# 

& 

$ 

** 

Hikachal Pradesh State Electronic Development Corporation Limited, Himachal 
Prhdesh State Civil Supplies Corporation Limited and Himachal Pradesh State 
Inaustrial Development Corporation Limited 

I 
Himachal Pradesh State Small Industries and Export Corporation Limited, Himacluil 
Bdckward Classes Finance and Development Corporation and Himachal Pradesh 
To;urism; Development Corporation Limited 

Himachal Pradesh State Small Industries and Export Corporation Limited and 
. I 

Himachal Backward Classes Finance and Development Corporation 
I . 

Himachal Pradesh Horticultural Produce Marketing and Processing Corporation 
LiJnited, Agro Industrial Packaging India Limited, Himachal Pradesh State 
Hdndicrafts and Handloom Corporation Limited and Himachal Pradesh State Forest 
Cdrporation Limited . 

A)ro Industrial Packaging India Limited and Himachal Pradesh State Handicrafts 
an~ Handloom Corporation Limited 

I 
8 



Chapter I Oven ,iew of Government companies and Statutory corporations 

Working Statutory corporations 

Profit earning Statutory corporations and dividend 

l.lO Hi machal Pradesh State Electricity Board which final ised its accounts 
for the year 2006-07 earned profit of Rs. l .88 crore, but did not declare 
any div idend. 

Loss incurring Statutory corporations 

1.11 Two.. working Statutory corporations incurred losses aggregating 
Rs.45.27 crore as per their latest annual accounts. Both the corporations had 
accumulated losses aggregating Rs.540.21 crore which exceeded their 
aggregate paid-up capital of Rs.305.68 crore. Despite their poor performance, 
the State Government assisted these corporations through equity, loans and 
subsidy of Rs.68.25 crore during 2006-07. 

Operational performance of working Statutory corporations 

1.12 The operational performance of the Statutory corporations is given m 
Annexure-VI. 

Return on Capital Employed 

1.13 As per the latest final ised accounts, the capi tal employed* worked out to 
Rs. 966.08 crore in 16 working companjes and total return+ thereon was 
negati ve as compared to total return of Rs. l 8.45 crore (2.40 per cent) in the 
previous year. Similarly, during 2006-07, the capital employed in case of 
three working Statutory corporations as per their latest final ised accounts 
worked out to Rs. 2,929.64 crore and total return on capital employed was 
Rs. 113.83 crore in 2006-07, which is 3.89 per cent. The return on capital 
employed was Rs. l 29. 13 crore (3.72 per cent) in 2005-06. The details of 
capital employed and total return on capital employed in case of Government 
companies and Statutory corporations are given in Annexure-H . 

•• 

• 

+ 

Himachal Road Transport Corporation and Himachal Pradesh Financial 
Corporation 

Capiwl employed represents net fued assets (including capital worl..s-in-progre.u) 
plus workinR capiwl except in finance companies and corporations where it 
represent.\· a mean of aggreRate of opening and closing balance.\ of paid-up mpital. 
free reserve.\ and borroiVings (including refinance) 

For calculating total relllm on capital employed. interest on borrowed f unds is 
added to net projitl.w htracted f rom the loss as disclosed in the profit and loss 
account 

9 
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, I 

I ~eforlll§ID tit~!iJower~~ectril-''< . I 
; Status of im1lementation of the Memorandum of Understanding between 
• the State Gote.rnment and the Central Government -

1.14 In purs
1

uance of the decisions taken at the Chief Ministers'· conference 
on Power Sector Reforms, held· in March 2001, a Memorandum of 

. iUnderstandirlg (MOD) was signed on 31 March 2001 between the Ministry of 
Power, Go~emment of India (GOI). and the Department of Power, 
Government jof Himachal Pradesh as a joint commitment for implementation 
of a reform programme in the power sector with identified milestones. The 
State Electritity Board was able to meet all the milestones set out in the MOU . 

. State Electribity Regulatory Commission 

1.15 The Gbvemment of Himachal Pradesh constituted (30 December 2000) 
I 

1 
1 the Himachal Pradesh Electricity Regulatory Commission (HPERC), with one 
member und~r Section 17 (1) of the Electricity Regulatory Commissions Act, 
.1998*. The ~udit of HPERC is entrusted to the CAG under Section 104 (2) of 
the Electricity Act, 2003. HPERC had not finalised any accounts so far 

I 

(September 2007). 
. I 

: l'i;ijon-wo~ugtigPublic ~ettor Underfii~ng~\;;~c:- .I 
' .1 ,,_. s ,' . Investment zn non~wor~~~-zng P Us 

1.16 As. oJ 31 March 2007, the total investment in two non-working 
Government\ companies was Rs 4.79# crore (equity: Rs.4.79 crore) against 
Rs.705.26 c~ore (equity: Rs.34.79 crore and long-teirn loans: Rs.670.47 crore) 
as on 31 March 2006. 

' The classifi,ation of the non-working Government companies was as under: 

;sui~ ri ;foll7ll'orki~[Psus 

.! • (Figures in brafkets are for previous years) 

In respect of one non-working Government company viz. Himachal Worsted 
. . I . 

*Since replacek with Section 82 ( 1) of the Electricity Act, 2003 

' ' #St t G I t' 0 0 

• ko PSU. . if · a e ovemmen s· mvestment m non-wor mg s as per accounts o Companies and 
Finance AccoJnts for 2006-07 was Rso 3087 crore: ' 

' A Himachal wdrsted Mills Limited 
I I 
BNahan Foundry Limited 

: I 
I 10 
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Mills Limited, an offic ial liquidator has been appoi nted and process of 
liquidation is in progress (September 2007). One company, Himachal Pradesh 
Road and Other Infrastructure Development Corporation Limited has been 
revived by the Government and treated as working Government company. 
Assets and liabilities o f Himacha l Pradesh Health Systems Corporation 
Limited have been transferred to Himachal Pradesh Infras tructure 
Development Board . The process of striking off the name of this Company 
from the records of the Reg istrar of Companies has been started. Nahan 
Foundry Limited was under c losure under Section 560 of the Companies Act, 
1956 for the last 18 years with investment of Rs. 3.87 crore. Effective steps 
need to be taken for its expeditious c losure. 

Budgetary outgo, grants/subsidies, guarantees, waiver of dues 
and conversion of loans into equity 

l.17 During the year, the State Government had not prov ided any budgetary 
support in the form of equity. loan, subsidy, g rants, etc. to the non-working 
company. 

Finalisatioll of accounts bJ /lOll-working PSUs 

1.18 Out of two non-working companies, one company i.e. Himachal 
Worsted Mills Limited was under liquidation and the other company i. e. 
Nahan Foundry Limited was defunct. The Nahan Foundry Limited has 
finalised its accounts fo r the year 2006-07. 

Fillallcial position alld working results of llOil-workillg PSUs 

l.l9 The summarised financia l results of non-working Government 
companies as per the latest fina lised accounts are given in Annexure-H. 

The ye"ar wi se details of paid-up capital, net worth, cash loss/cash profit and 
accumulated loss/profit of n~n-~orking PSUs as per their latest finalised 
accounts are given below: 

(R upees m crore 

Year or Nuntber or Paid-up Net worth Cash loss(-) I Accumulated 
latest companies capital cash profit(+) loss (-)/ 
finalised accumulated 
accounts profit (+) 

2005-06 3 33.87 29.55 (-)0.6 1 (-)4.50 

2006-07 I 3.87 (-)0.62 (+)0.01 (-)4.49 

Source: Worked out by Audit from the audited accounts of PSU~. 

II 
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. 1.20 Separa~e Audit Reports (SARs) on the accounts of all the three Statutory 
· · corporations I for the period up to 2005-06 have been placed in the State 

Legislature qy the State Government. 
I 

... 1.21 DurinJ the year 2006-07, there . was no case of disinvestment and 
• privatisationl of Government companies and Statutory corporations. Assets 
and liabilities of Himachal Pradesh Health Systems Corporation Limited were 
transferred to Himachal Pradesh Infrastructure Development Board. The 

, process of ~trilcing off name of this Company has been started. Himachal 
• Pradesh Rodd and Other Infrastructure Development Corporation Limited has 

I 

been revived by the Government. 

• I •"·•-"'·. . •· •"""•I • "•· ". · . '?." .· • , ""·' · . . , · ._· -"?", . · .. • ? .· · • •. _·CY•" 

R~ults·o( allul!itof al[j~ourlilts .of PSBs by tlfe ·comptroller'am:1l·Audit«)f' 
iij~iieral'~r;tiDlm~;· - ~-i:k. · . · . ·.· ·· ·. · :,::-< -~. :'' · · .. ·' -'{. · .. "'' ' 

.·. I -

:n..22 During October 2006 to September 2007 the accounts of 14 companies 
. were select~d for audit. The net impact of important audit- observations as a 
result of audit of accounts of these PSUs was as follows: 

I 

Decrease in 
rofit I 

(ii) Increase1l in 
rofit 

Increase in 
loss I 

(iv) Decrease in 
loss I 

203.54 

242.74 52.96 

155.42 

Some of tJe major errors and omissions noticed in the course of audit of 
I 

.·annual accounts of these companies/corporations are mentioned in the I . 
succeeding paragraphs. 

' . I 

Errors and !omissions noticed in case of Government companies 

' ' 1.23 HiJachal Pradesh State Forest Corporation Limited 
. I . 

. ! 
• I 

Accounts for the year 2001-02 
I . . 

Rs. 5 1.34 lakh allowed by the Income Tax Department as interest on 
advJnce income tax deposit has been treated as adjustment against the 
adv~ce income tax for the assessment years 1988-89, 1995-96, 
1998-99 and 2001-02. This has resulted in understatement of 'advance 

I 
12 
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income tax ' and profit by Rs. 5 1.34 lakh. No action has been taken in 
spite of commen t of the C&AG of India on the accounts for the year 
ended 3 J March 1998, 1999, 2000 and 200 I. 

• Current liabilities and Provisions include an amount of Rs. 1.2 1 crore 
shown as payable on account of royalty (R..;. 13.69 lakh, interest on 
royalty and sales tax (Rs. 1.07 crore), which was not payable to the 
Forest Department. This has resulted in overstatement of sundry 
credi tors and understatement of Profit Rs. 1.21 crorc. 

Accounts for the year 2002-03 

• Current A ssets, inventories-Stock Suspense include an amount of 
Rs. 1.11 crore, being value of timber burnt in fire in M ay 1999 
(Rs. 30.45 lakh), value of driage in fuel wood stock (Rs. 22.45 lakh), 
value of felled trees from which timber could not be extracted 
(R. . 50. 18 lakh), value of trees which we1 e not insured and burnt 
(Rs. 3.97 lakh) and debts considered by the management as doubtful of 
recovery (Rs. 3.80 lakh) and approved by the Board of Di rectors 
(BODs) for write off. Non-provision of Rs.l.l I crore on above 
account resulted in overstatement of current assets and understatement 
of loss by that amount. 

• Loans and advances, advances recoverable in cash or in kind or for 
value to be received considered good include an amount of Rs. 1.02 
crore shown recoverable from the Forest Department on account of 
excess sales tax paid. This amount was not recoverable as the appeal 
filed by the Company has been dismissed by the Appellate Authority. 
Depiction of this amount as recoverable has resulted in overstatement 
of Loans and Advances and understatement of loss by Rs. 1.02 crore. 
This was also commented on the accounts for the year 200 1-02. 

• Current Liabilities and Provisions include an amount of Rs. 1.15 crore 
shown as payable on account of royalty, interest on royalty and sales 
tax , which was not payable to the Forest Department. This has 
resulted in overstatement of sundry credi tors and loss by Rs. 1.15 
crore. This was al o commented on the accounts for the year 200 1-02. 

Errors and omissions noticed in case of Statutory corporations 

1.24 Himachal Road Transport Corporation (2005-06) 

Loss for the year ha been overstated by Rs. 52.96 lakh due to understatement 
of loss on account of overstatement of closing stock (Rs. 6.79 lakh ) and 
sundry debtors (Rs. 5.04 lakh) and overstatement of loss on account of excess 
accountal of interest/penalty on late deposit of passenger tax Rs. 64.79 lakh. 

13 
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Audit assessment of the working results of the State Electricity Board 

1.25 Based on the audit assessment of the working result of the Board for 
three years up to 2006-07 and taking into consideration the major irregularities 
and omissions pointed out in the Separate Audit Reports (SARs) on the annual 
accounts of the Board and not taking into account the subsidy/subventions 
receivable from the State Government, the net surplus/defici t and the 
percentage of return on capital employed of the Board is as given below: 

(R u_pees m crore 
Sr. Particulars 2004-05 2005-06 I 2()06-07 
No. (Pro• isional) 

l Net urplusl(- ) de fi cit as per books of (-)37.25 20.48 1.88 
accounts 

2 Subsidy from the State Government Nil 76.85 96.09 

3 Net surplus/(-) deficit before subsidy (-)37.25 (-)56.37 (-)94.2 1 
from the State Government ( 1-2) 

4 Net increase/decrease in net surplus/(-) 32.33 (-)5 .97 @ 

defici t on account of audit comments 
on the annual accounts of the Board 

5 Net surplus/(-) deficit after taking into (-)4.92 (-)62.34 @ 

account the impact of audit comments 
but before subsidy from the State 
Government (3-4) 

6 Total return on capital employed• 120.58 59.50 @ 

7 Percentage of total return on capital 3.94 1.78 (a) 

employed 

Source: Annual Account~ and Scpar.tte Audit Report of Himachal Prade\h State Electricity 
Board 

Persistent irregularities and system deficiencies in financial matters 
ofPSUs 

1.26 The following persistent irregularities and system deficiencies in 
llimachal Pradesh State Electricity Board bad been pointed out during the 
course of audit of its accounts but no corrective action had been taken so far: 

• 

• 
• 

@ 

• 

Register of fixed assets had not been completed by various units of the 
Board. 

Function-wise break up of assets had not been prepared since 1985-86 . 

Physical verification of assets had not been carried out. 

Since the accounts for the year 2006-07 are under audit, these figures have not been 
indicated 

Total rerum 011 capital employed represems 11et surplus (+)/deficit (-) (after taking 
into account impact of comments) plus total interest charged to profit and loss 
account (less interest capitalised) 

14 
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·Consolidated statement showing year wile break-up of sundry debtors 
and further segregating them into good, bkd and doubtful debts was not 

. prepared. I 

An amount of Rs.5.57 lakh in respect of Electrical Maintenance 
Division, -Bhabanagar was recoverabl~ from- various firms since 
1989-9o. I 

1.27 Test check of records of Himachal PradesH State Electricity Board/other 
PSUs conducted dming 2006-07 discldsed wrong fixation of 
tariff/non-levy/short levy of tariff/short realisatioh of revenue, etc. aggregating 
Rs. 70.27 crore in 913 cases. During 2006-07, a ~urn ofRs. 9.59 crore relating 

- . I 

to 278 cases was recovered at the. instance of Audit 
. I 

1.28 The Statutory Auditors {Chartered Accountants) are required to furnish a 
detailed report upon various aspects including I the internal controVintemal 
audit systems in the companies audited .in accordance with the directions 
issued by the ComptroUer and Auditor Genetal of India to them under 

' I 

Section 619 (3) (a) of the Companies Act, 1956; and to identify areas which 
need improvement -Directions/sub-directions under the Act, ibid, were issued 

. . I 

to the Statutory Auditors in respect of 20 Government companies. fu 
pursuance of the directions so issued, ~eports of 11st~tutory Auditors involving 
15 accounts of 15 Government companu~s were received (September 2007). 

- - r 
An. illustrative resume of major comments maqe by Statutory Auditors on 
possible improvement in the internal audit/intern~! control system in respect of 
State Government companies is indicated in Allm.teX\illll"te-VIlL The major 
comments were of the foliowing·nature: 

o futemal audit coverage was inadequate. 

e · Four companies had not f-nxed maxiillum and minimum limit and 
economic order quantity for procurement 6f stocks and stores. 

There was no system of obtaining balance lconfrrmation from debtors. 

1.29 Two Government companies, Agro Industrnal Packaging fudia Limited 
and Himachal Pradesh State Handicrafts, and Ha*dloom Corporation Limited 

. had incurred. losses for the last five · years ended 31 March 2006 and 
31 March 2007· respecti~~ly and had a negative I net worth. fu view of the 

\ I 
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continuous [losses, the Government may either improve the perform~nce of 
these companies or consider their closure. 

I 
·. "'}losition : ~f 'discussioh", of, :Audit''~Reports,: 
: , ,Qomffiine~~n Public:"Q~dertalilllg~X~OPUj · ;, ,~ 

:ll..30 The ~osition of discussion of Audit Reports (Commercial)/(Civil 
and Co~ercial) by the Committee on Public Undertakings as on 
30 September 2007 was as under: 

I 

3 13 4 

. 2002-20031 2 10 5 

2003-20041 1 14 3 

2004-20051 13 2 

2005-2006: 5 14 

I 
1 , During 20(1)6-07, COPU met nine times and discussed one review and twenty 

six paragdphs. Audit Report (Civil and Commercial) - Volume-IT for the year 
ended 311arch 2006 was placed before the State Legislature on 3 April 2007. 

:, l6t9.;~~~onipanies. :I 
1

• 1.31 Therl were three companies c~ining under the purview of Section 619-B 
I . . . . 

of the Companies Act, 1956 as on 31 March 2007 as against two such 
companies! as on 31 March 2006. During 2006-07, one company, Kinner 
Kailash ~ower Corporation Limited was incorporated. Annexure-VID 
indicates tfue details of paid-up capital, investment by way of equity, loans and 
grants and! summarised working results of the three companies based on their 
latest available accounts. . 

. 16 
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I !ntrodu«;ti,on ; I · 
: 2.1.1 ThJ Himachal-Pradesh State. Forest Co~~ration Limited (Company) 

was incordorated (March 1974) under the Companies Act, 1956, with a view 
to undertalfe proper and scientific exploitation of forest resources in the State 

. by natiomljlising operation of extraction of timber to eliminate. the agency of 
. contractors. 

, The affairJ of the Company are mami.ged by the Board of Directors consisting 
I 

of not less than two and not more than twelve Directors including the 
I 

Chairman,[ Vice Chairman and the Managing Director. The Managing 
Director is the Chief Executive of the Company and he is assisted by the 
Executive 1

1 

Director, the Financial Advisor, Company Secretary and four 
Directors. The Company has 14 Forest Working Divisions, five Himkasth 
Sale Dep~ts which are managed by the Divisional/DepotManagers and two 
Rosin and Turpentine factories managed by the General. Managers. The 
organisati6nal chart of the Company is given in Annexure-IX. I . . . 

I scope.of"~udit·_ :':·~~JI 
I . 

2.1.2 A review on the working of the Company was included in the Report 
I 

of the Comptroller and Auditor General of India (Commercial)-Government of 
Himachal[Pradesh for 1995-96. The review was discussed by the Committee 
on Publit Sector Undertakings (COPU) in November 2000. The 
recommeddations of COPU and action taken notes thereon were received in 

I . 

March 2001 and March 2003 respectively. There were no recommendations 
of COPU televant to the subject under present performance audit. Four Forest 
Working Divisions from each of the two Directorates (North and South) were 

. selected f9r audit based on marked volume of trees taken over for exploitation 
during 20p2~03 to 2006-07 which was 10.08 lak::h cum as against the total 
volume 9f trees o_f 14.98lakh cum. The present Performance review, 
conducte~ from January to April 2007, is based on scrutiny of records 
maintained at the Head office, all the three Directorates and eight* out of 
14 Forest (working Divisions selected on simple random sampling method 
without replacement. It covers the activity of exploitation of forests i.e. taking 
over of lots of trees marked by the Forest Department, felling and conversion 
of taken o~er trees and transportation of extracted timber to road side and sales 
depots dupng the last five years ended March 2007. · 

I . 

.. , I Audii:~J,jectives ·~:;~".I 

2.1.3 Je audit objectives of the Perrormance review were to ascertain 
whether: I . · 

" th~ Cqmp~y succeeded ln eliminating contractors from the extraction 
activities; 

I 
I 

i 
Shim/a, Sawra, Rampur, Chopal, Mandi, Kullu, Dharmshala and Chamba 

I 
I 
I 18 
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I . 

the Comp~y prepared annual workink plan well in advance in 
consultation with the Forest Departrne~t .and. planned its activities 
prudently; I . 

I 
the forest/trees allotted to the Company fuy the Forest department and 
forests/trees on private land bought by the Company were taken over 
immediately after joint inspection of mar~ng of forests/trees; 

I 
the payment of royalty, sales tax, etc. to the Government and payment 
to private forest/tree owners was made a~ per the rules prescri1bed by 
the State Government; I 

the felling of trees, extraction of timber 1 and its transportation to l:he 
sales depots was done in an efficient, economical and effective 
manner; and . I 

there was effective management information and internal control 
I 

system atid evaluation mechanism in the qompany. 

I ~tirnr~rite'riii;'?·:f ; :,r;t I 

2.1.4 The audit criteria adopted for assessing the achievement of audit 
objectives were: . · I 
o action plan and guidelines issued by the Company; . 

(!) rules relating to taking over of forest/treds and awarding of work for 
felling and extraction of timber; I 
manual .of procedure and instructions f~r the timber extraction and 
working of Himkasth·Sales Depot(Manual~; 

orders of the State Governmerit/Compky relating to payment of 
royalty and sales tax to the, Govenhnent and extraction and · 
transportation charges to the contractors; I 
provisions of the Himachal Pradesh Fo11est Produce (Regulation of 
Trade) Act, 1982; and . . I 

• provisions in the Accounting System Man~al. 

1 &i!{lJt::me~I(O:~<p(ggy?;· --~~~.;.;;.i/1 \ 

2.1.5 The methodology adopted for achievinJ tlie audit objectives with 
reference to the audit criteria was examination of: I . 

• agenda papers and minutes of the meetings of the Board of Directors 

• 

and sub-committees, if any; I 

working plan and guidelines issued by the 1

1

Company along with annual 
budget vis-a-vis actual achievement; 

. . 

records relating to marking list, taking over of lots, allotment of works, 
execution of work and payments to Labou~ Supply Mates, payment of 
royalty, extension fee and interest, etc; I 

19 
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I 
mapagement information and internal control system and evaluation 
mefhanism along with Internal Audit Reports and Certified Annual 
Accounts; and 

iss~e of audit enquiries and interaction with the Management. 
I 

I Audiffindings· · I 
J. 

2.1.6 Au1dit findings, arising from the--performance review on Felling and 
Conversioh of trees by the Company were issued (June 2007) to the 
Governmeht/Company and were discussed (7 August 2007) in the meeting of 
the Audit Review Committee for State Public Sector Enterprises (ARCPSE). 

I 

The- Principal Secretary (Forests), Government of Himachal Pradesh and the 
Managing! Director of the Company attended the meeting. The views 
expressed jbY the members have been taken into consideration while finalising 
the reviewi. 

I 
Audit find~ngs are discussed in the succeeding paragraphs. _ 

I 

I Timbei'E~traction Works·_ 
I 

Failure to/ eliminate contractors from timber extraction works 

2.1.7 The State Government, exploits forests departmentally, as well as by 
engaging [ private contractual agencies for other forest operations and 
regulating! timber trade. The Company was specifically set up with the 
objective of extraction of timber from forest area so as to eliminate the agency 
of contractors from this activity. The work relating to forests exploitation was 
entrusted jto the Company in a phased manner from 1974-75 and was 
completely handed over to it in 1982-83. The price and the terms and 
condition~ for handing over standing trees and other forest produce by the 
Forest Department to the Company are to be determined on yearly basis by a 
Collunittee known as 'Pricing Committee' constituted by the State 

I 
Government 

I 
'I 

The Comgany has not evolved a mechanism for undertaking timber extraction 
works departmentally to eliminate the agency of contractors in a phased 
manner oyer a prescribed period. This resulted in complete dependence on 
contractors and defeated the very purpose of nationalisation of timber 
extraction! works as well as fulfilling the purpose of setting up the Company. 

I 

The Manhgement stated (July 2007) that there is complete ban on green 
marking duct in view of salvage and scattered markings, it was not possible to 
use modbrn machine tools for exploitation works. Due to lack of 
infrastruc~ural facilities and skilled manpower, the departmental working of lot 
was not ~~'ossible.. The reply is not t_e_ nable ~s the Co~p.any failed to initiate 
steps for promotiOn of departmentql working to elmnnate the agency of 
contracto~s in a phased manner thereby defeating the very purpose of 
formation! of the Company. 

I 
I 
I 
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I 
Deficient budgetary control : 

2.1.8 Budget is a quantitative, financihl exprbssion of a programme of 
measures planned for a year. The budget is ddwn up with a view to phm 
future operations, allotment of funds and determiped expenditure and returns 
of expenditure and to make ex-post facto checks on the results obtained. 
Timely preparation of budget and analysis of tHe variations noticed during 
execution serve the purpose of internal control.l The budgets indicate the 
health of an organisation. The following . deficiencies were noticed in the 
preparation and use of budget as a tool of internal bontrol: 

. I . 
I 

e The Company did not prepare annual budget plans well before the 
commencement of the financial years. There I were delays in preparation 
and submission of budgets by the divisions; its I consolidation at Directorate 
level and finalisation at head office. The annual budgets for 2002-03 to 
2006-07 were approved by the Board of Dir~ctors (BODs) after five to 
eight months from the commencement of the fiinancial year, indicating the 

,Kcasual state of affairs/no link between expenditure and income and total 
lack of financial control and management. ~ · 

61 There was no system of reviewing/reporti:q.g the actual performance 
periodically with reference to targets with a vi~w to analyse the reasons for 
shortfall, if any and take remedial measures. Ij'act is, with delayed passing 
of budget, review and reporting was of little cohsequence. 

e Delay in finalisation of budget also means thatl the. Com~any had less time 
to spend money and during the first few months of financial year, there 
were constraints of expenditure. i 

• Delayed budget also led to delay in finalisationl of annual accounts. 
I 

The table below indicates the budgeted and aetuhl income, expenditure and 
profit/loss of the Company for the last five years e4ding March 2007: · 

I (R • n klln) I upeesm a 
1:- < :i'L . 2002-03 .~' ·. 2003-04* . ~~:: 2004-os· ::~.: 20os-o6· ... ,2006"07* 

Budgeted· . ,~i ,;· .• • Co 

~~.; · .. '' ,~: . . I li~-~/ -~: . ). 

Income 14,945.30 13,720. 00 , 13,823.QO 15,316.25 14,827.07 

Expenditure 14,935.00 15,033.00 14,243,00 15,186.75 14,741.41 

Profit (+)!Loss (-) (+)10.30 (-)1,313.00 (-)420.QO (+)129.50 (+)85.66 

"Acfual ~ ... : . ··.;c . .. · ··:'~"' ... i '}it' ·, . ·.> -· 

Income 12,769.86 13,359.57 13,675.04 14,184.60 13,580.97 

Expenditure 14,760.20 14,504.20 13,804.Q5 14,272.52 14,075.51 

Profit (+)!Loss (-) (-) 1,990.34 (-)1,144.63 (-)129:Q1 (-)87.92 (-)494.54 

. ~~rllition ;o':'F :~~:.: 
.. , __ 

I;;;~;;.- ..... , I~J~'t'. \ I'-
'~F~~C"-' · ... I' 1'~': ;_ ·-; . ;,--: .: I ." .. 

Income (-)2,175.44 (-)360.43 (-)147.9~ (-)1,131.65 (-) 1,246.10 

Expenditure (~)174.80 (-)528.80 (-)438.95 (-)914.23 (-)665.90 

Profit (+)!Loss (-) (-)2,Q00.64 (+)168.37 (+)290:Q9 (-)217.42 (-)580.20-

Source: Annual accounts of the Company. 

I 
I 

The figures of actual income and 
provisional 

expenditure I for 

I 
I 

the years 2004-2007 are 
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I 
Huge variations both in budget allocation and expenditure indicated that the 

I . 

budgeted figures were not based on any scientific analysis of performance 
during earlier years or any database maintained at the Head office. 

I 
The Management stated (July 2007) that efforts to streamline the system for 
preparatioh of budget in time were being taken. The Principal Secretary 
(Forests) 4uring ARCPSE meeting (August 2007) also emphasized the need 
for analysing the variations and taking effective measures to minimise them. 

Working ~esults 
2.1.9 Th~ working results of timber extraction works for the five years ended 

I 

March 20@6 are given in Annexure~X. It would be seen from the details in 
the Anndure that the Company incurred loss in timber extraction works in 
each year lduring the period of review and total loss i~curre~ during t~e five 
years amounted to Rs.55.82 crore. The cost of productiOn of timber dunngthe 
last five y~ars was 5.10, 24.96, 15.39, 1.38 and 8.90 per cent higher than the 
sale value! 

As againJt the loss of Rs.55.82 crore in timber extraction works of the 
Companyjduring 2001-06*, the over all net loss of the Company during the 
same period was Rs.33.31 crore thereby indicating that profit of Rs.22.51 
crore gen~rated by other activities was absorbed by losses in timber extraction 
works. i 

i 
In view of recurring losses, the State Government, on the recommendation of 
the BODs:, constituted (July 2005) a committee of seven members under the 
chairmanship of Vice Chairman of the Company for investigating the reasons 
for losses fin working of timber and also to study the working of adjoining hill 
states to rhake suitable recommendations to reduce/eliminate the losses. The 
Committeb was required to submit its report within three months. The report 

. I 
had, however, not been submitted so far (August 2007). I . . 
The reasons for losses as analysed in audit were as under: 

I 
delay in working of lots resulting in deterioration of timber and 
payment of extension fee; 

hu~e losses in the working of private lots on royalty basis; 
I 

total dependence of the Company on contractors for 
I . 

ex~raction/auction/sale of timber despite having surplus manpower; 
antl 

~ pa~ment ofinterest on delayed payment of royalty. 

The Manlgement confirmed (July 2007) the working results and the reasons 
for the ldsses as analysed by Audit. Effective steps need to be taken to 
minimise 

1

the losses. 

I 
I 
I 

Actunts of 2006-07 not finalised 
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Timber extraction works 
II 

2.1.10 The table below indicates the volume of trees marked, royalty and 
sales tax payable and timber. obtained during[ the last five years ended 
2006-07: I 

2002-03 

2003-04 

2004-05 

2005-06 

2006~07 

I 

Volinn~ marked/tak~n .Royalt~.':i,.. S~les . tax 
o"Vl!r.::(cu"bic ·meter~~: in · .. P.ayabiet;r.o:.'' ·. pk

1
··.Y.'·a ... ~> .. :.l.·e. :.~ .. ~ ... ~·.;.:~· 

Iakh) ·· · .. . .·· ' (Rupees ·'j Jn . (Rupees ~ in 

,;:::.,.~;·. crf.)re) :·~:~~~; ,:. ~ff.)rf:!).·A,~,~ 
3.32 33.98 10.20 

2.33 22.08 6.62. 

3.21 28.67 8.60 

3.76 43.92 5.49* 

2.36 26.35 3.29 

I 
Source: Compiled from the relevant records of the Company. 1 

I 

Converted Timber • 
obhfine(l. I':"'. (cubiC; 
metets in lakh) 

['·"",-.' ,_ 2' 

2.15 

1.90 

1.71 

1.87· 

2,02 

The above details shows that royalty of Rs.155 crqre and sales tax/value added 
tax of Rs.34.20 crore was payable for the volume marked/taken over during 
the last five years ending March 2007. As again~t this, royalty ofRs.124.76 
crore and sales tax/value added tax of Rs.30.39 crpre was due for payment up 
to .March 2007. Out of above, only Rs.21.09 drore. was outstanding (June 
2007) and · the remaining amount had alreadt been paid to the State 

. . . I 
Government. The amount of Rs.21.09 crore comprised of Rs.l5.05 crore 

I 

pertaining to 2002-03 (Rs.8.67 crore due in March 2003) and 2005-06 
(Rs.6.38 crore due in March 2006) and the .balance amount of Rs.6.04 crore 1 

pertained to 2006-07 (due in February 2007). \ The amount was pending 
reconciliation by various Forest Working. Divisions of the Company with the 
respective Divisional Forest Officers. Delay in rdcoriciliation and subsequent 
delay in payment of royalty results in payment 6f interest for the period of 
delay as pointed out in paragraph2J.l3 infra. · \ 

The Management attributed (July 2007) the dela~\ in making timel; payment 
of royalty to reasons like paucity of funds, disputes with the Forest 
Department, non-fixation of final royalty rate in !advance, etc. due to which 
payment of interest was stated to be unavoidable. I The reply is not tenable as 
being a commercial organisation, the Company should manage its affairs 
efficiently and economicaliy and co-ordinate its activities with the Forest 
Department at highest level for timely · fixatidn of royalty rates. The 
reconciliation should have been completed in tTine to avoid unnecessary 

. payment of interest. . \ 

I 

I 
Sales tax was payable @ 30. per cent up to 2Q04-05, but the same has been 
substituted by VAT@ 12.5 per centfrom} Apri/2005 

I 
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I 

Delay illl r~ceipt of markilllg lists; taking over of lots and non-preparatiolll of 
plalll by th~ DivisioJnal MaJnagers 

! z.n.H As I per rules, the marking lists for khair, chi!, fuel wood, coppice and 
bamboo etc. are to be received by the Company from the Forest Department 

I . . . 

by 15 September of the year in which the lots are to be worked and for fir, 
spruce, dehdar, kail etc. by 15 December of the preceding year during which 
the lots ar6 to be worked. No marking lists should be received either by the 
Directors ~r the Divisional Managers from the Forest Department without the 
approval !of the Managing Director (MD) after 15 September and 
15 December respectively. The lots are to be taken over under proper receipt 
after inspdction by the field staff of the Company within one month from the 
receipt of karking lists .. A plan of operation. for exploitation of the lots has to 
be drawn lby the Divisional Managers of Forest Working Divisions of the 
Company iin relation. to the time schedule so as to complete the exploitation 
within the [working period of lots. . · 

It was observed (April 2007) that out of 292 lots marked for felling during 
2003-06 ih five* Forest Working Divisions, marking lists of 74 lots were 
received after 15 December, that too without the approval of the MD. Further, 
166 lots· were taken over after the scheduled period of one month. A plan of 
operation [was also not drawn up the Divisional Managers of eight** Forest 
Working !Divisions selected for scrutiny. Delay in receipt of marking 
lists/takin~ over of lots and non-preparation of plan by the Divisional 
Managers i delayed the completion of timber extraction work resulting in. 
payment of extension. fee of Rs.57.56 lakh to the Forest Department and less 
extraction! of timber vaiuing Rs.38.80 lakh as brought out in paragraphs 
2.1.13 and 2.1.15 infra respectively. 

The ManJgement assured (July 2007) to look into the matter. The Principal 
Secretary :(Forests) also assured (August 2007) during ARCPSE meeting that 
the instructions would .be issued to the field units for not accepting the lots 
after the stheduled date without the approval of the Managing Director. 

. I . . 
Excess payment of royalty and value added tax 

' i ' 
I 2.1.12 The royalty rates are fixed by the State Government on the 

recommeddations of the Pricing Committee constituted by it on advalorem 
basis as J percentage of weighted.· average sale rates as· worked out by the 
CompanY.I~ased on rates obtained in auctions during the preceding year. 

. I . 

The Company paid royalty for 2005-06 lots at the rates fixed by the Pricing 
Committ~e on the basis of weighted average sale rates of 2004-05 as furnished 
(July 2005) by the Company. As the rates furnished by the Company for 
2004-05 ~ere abnormally high, the MD got the matter investigated by the 
Director :(Marketing) and the revised weighted· average sale rates were 
forwarded (December 2006) to the Principal Chief Conservator of Forests for 

I , 

I 
;,· I 

Shf'}l,la, Chamba, Chopal, Sawra and Rampur 
Shim/a, Chopal; Rampur, Sawra, Dharamsala, Chamba, Kullu and Mandi 

I . 
I 
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Intimation of 
incorrect input 
resulted in fixation 
of hlgher royalty 
rates and! 
consequential 
excess paym~nt of 
royalty (Rs.2.10 
crore) and value 
added tax 
(Rs.26.29 Ralkb.). 

Non-payment of 
royalty on due 
dates resulted in 
payment of 
interest of 
Rs.52.761akh on 
royalty during 
2003-07. 
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i 
rectification of royalty rates by the Pricing Committee. The Pricing 
Committee directed (February 2007) the Princi~al.Secretary (Forests) to take 
stock of the correct position and recommend th~ action to be taken in the next 
Pricing Committee meeting. Final outcome wa~ still awaited (August 2007). 
The Company did not take action against rhe officials responsible for 
furnishing incorrect information relating to rates of 2004-05. Intimation of 
incorrect weighted average sale rates of 2004-·os resulted in fixation of higher 
royalty rates and consequential excess paymentl (June 2006) of Rs.2.36 crore 

. I • 
(royalty: Rs.2.10 crore and value added tax: Rs.26.29 lakh) which is yet to be 
received back from the State Governmeht. ! 

I 
The Management admitted (July 2007) the fatts. The Principal Secretary 
(Forests) stated (August 2007) during i}.RCPSEI meeting that the revised data 
furnished by the Company would be examined and .final outcome intimated to 
Audit in due course. I 
Avoidable excess payment of interest and extenlion fee 

• I 
. I 

2.1.13 Royalty for trees taken over by the Company from Forest Department 
is required to be paid to the Department in two Ito ten installments depending 
upon the working period of lots. Delay in pay~ent of installments of royalty 
attracts interest at the rate of 9 per cent per bnnum payable to the Forest 
Department with effect from April 2004 (prior tb this, the rate of interest was 
11.5 per cent per annum applicable with effedt from 1 April 2001). The 
Company did not pay the installments of royalty! on the due dates and thu.s had 
to pay Rs.52.76 lakh to Forest Department as interest on royalty during 
2oo3-o1. I 

Further, as per the.standard terms and conditionJ of agreement with the Forest 
Department, the Company is required to compldte the work of lots within the 
working period allowed by the Forest Dep~artment for completing th~ 
extraction work of lot in. the forest. The ·Company ·can seek extension in 
working period on payment of extensiop. fee foi; the extended period. As per · 
decision of the Pricing Committee (August 2001) ofthe State Government, the 
Company is liable to pay extension fee as under: I · 
• If royalty has been paid, at the rate of 0.;2 per cent per month for first 

extension and at the rate of 0.3 per cen thereafter (2.4 to 3.6 per cent 
per annum). I · 
. I 

. . I . . 

o If royalty has not been paid, at the rat
1
e of 1.5 per cent per month 

(18 per cent per annum) for first extension and at the rate of 2 per cent 
I 

per month (24 per cent per annum) thereafter. . 

In this regard, it was observed (April 2007) as uJder: 

s · Test check of records in five* Forest[Working Divisions revealed 
(April 2007) that out of 292 lots taken o!ver during 2003.,.06, the work 

·. . I .. 
of. 288 lots was awarded to the Labou~ Supply Mates (LSMs) after 
delay of one to 17 months from the start M the working period. 

I ;, 

i 
Shimla, Rampur, Chopal, Chamba and Sawra I ., 
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The delay in 
allotment and 
completion of 
work resulted in 
avoidable 
expenditure of 
Rs.S7.56 1akh. 

Audit Report (Commercial) f or the year ended 31 March 2007 

• The delay in awarding the work was mainly on account of snow bound 
forests, cancellation of tenders due to higher rates received in tenders, 
non-participation of LSMs in tender, etc. The delay in al lotment and 
completion of work resulted in payment of extension fee o f Rs 77.49 
lakh to the Forest Department in respect of ll5 lots in these five FWDs 
during 2000-0 I to 2004-05 against which Rs. l9.93 lakh o nly was 
recovered from the LSMs under the provisions o f the agreement for 
de lay of one to 14 months in execution of work. This resulted in 
avoidable expenditure of Rs.57.56 lakh . So far (A ugust 2007), the 
Company has not devised mechanism for awarding work immediate ly 
after taking over lot , avoiding delay in execution and recovery of 
entire amount of ex tension fee from the LSMs for delay in completion 
of work. 

• The ti nanciaJ prudence demands that to avoid payment of extension fee 
at higher rates, royalty should be paid in time on scheduled dates. 
Scrutiny of lot fi les revealed that the four* Forest Working Divisions of 
the Company eithe r did not pay or made part payment of royalty 
relating to lots of 2002-03 though roya lty for ensuing year 's lots was 
paid as per schedule. This resulted in avoidable payment o f extension 
fee of Rs.49.03 lakh at the rate of 18 per cent per annum for 2002-03 
lots. Had the Company paid royalty for lots of 2002-03 before making 
payment for 2003-04 lots, the payment of extension fee could have 
been reduced to Rs.9.8 l lakh thereby resulting in saving of 
Rs.39.22 lakh. 

The Management stated (Ju ly 2007) that the royalty could not be paid in time 
due to financia l constraints and availing of cash cred it from the banks was not 
advantageous as the bank intere t rate was higher than the rate of interest 
being charged by the Fore t Department. It was further stated that payment of 
extension fee was unavoidable due to delay in taking over of lots, allotment of 
work to LSMs and execution of timber extraction works and evolv ing of any 
other mechanism was not possible. The reply is not tenable as the 
non-payment of royal ty in time and non-working o f lots within lease period 
made the Company liable to pay interest and extension fee respectively at the 
rate, which was much higher than the interet rate of 11.75 to 10.25 per cent 
per annum being charged by banks on cash c redit during the period 2002-03 to 
2006-07. Besides, the reasons put forth for payment of extensio n fee were 
controllable and the payment could have been minimised by better 
co~n with the Forest Department and managing the affairs of the 
Company economically and efficiently. 

Loss due to f aulty taking over of lots 

2.1.14 On the recommendations of the Pricing Commi ttee, the State 
Government decided (December 1999) that the Company would take over the 
lots handed over to it after due date by the Forest Department for working and 

Rampur, Chamba, Sawra and Chopal 
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these would be treated as received in the ne~t · year. On such lots, the 
Company would pay royalty and sales tax to the Forest Department as per the 
rates applicable for the next year's lots. During fest check of reco:rds :in five* 

~ I . . . ' , 

Forest Working Divisions, it was noticed (April 2907) that the marking Hsts of 
11 lots due for exploitation during 2002-03 and 128 lots due for exploitation 
during 2003-04 were received by the Company iri. January and February 2002 
and February to June and October 2003 respectifely with a delay of one to 
11 months. Thus, these lots were required to be considered for the subsequent 
years i.e. 2003-04 and 2004-05 respectively. Thb royalty rates were reduced 
in the subsequent years. The concerned Divisio~al Managers, however, did 
not consider these lots for the subsequent years resulting in excess payment of 
royalty of Rs.42.76lakh including sales tax. I 

Loss due to delay in working of lots by Labour sJpply Mates (LSMs) 
I 
I 

2.1.15 The work of felling, conversion and carriJge of timber up to road s:i.de 
depots of four lots** was awarded between July 1997 and July 2001 to LSMs 
which was scheduled to be completed between Ju~e 1999 and June 2003~ The 
work was not completed by the concerned LSMs ~~~within the stipulated period. 
As per clause 12(a) of the agreement with LSMs, the work was canceUed and . 
the Company got these works completed through! other LSMs at the risk and 
cost of first LSMs. The delayed working of the lots resulted in loss of 

I 

Rs.38.80 lakh on account of less extraction of timber/timber. found 
rotten/extension fee paid to the Forest Depdrtment. The cases filed 

• . I 

(October 2004 and May 2006) by the FWD, Chopal with the Arbitrator 
I 

(Director South of the Company) against the first +-SMs for recovery of loss in 
respect of first two lots were still (August 2007)] pending for decision. The 
Company did not take action against the first L$Ms in accordance with the 
clause 12(a) of the agreement in respect of remaining two lots. 

. I . 
The Management admitted (July 2007) . during ARCPSE meeting that two 
cases were pending with the Arbitrator for de¢ision. It. assured that the 
necessary action in remaining two cases would alsb be initiated. 

I . 

Wasteful expenditure on purchase of timber tool, 

2.1.16 Revised terms and conditions of tender (dondition No. Hi) circulated 
I 

(July 2000) by the Company for implementati9n during timber extraction 
works, inter alia, provided that successful tenderers would arrange .labour, 
tools, godown and accommodation at their own cbst and the Company would 
have nothing to do with such arrangements. I 

I 

I 

i 
Chopal, Rampur, Sawra, Chamba and Kullu i 
{No.10!2001-03 (Dhartasuli: Rs.10.79lakh), No. 61¥7-99 (Kanda uni:Rs.20.95lakh), 
No 4/2001-02 (Chamba: Rs.4.56lakh) and No. 17/2001-02 
(Churah:Rs.2.50 lakh)} : 
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Test check of records (April 2007) revealed that three 1 Forest Working 
Divisions purchased timber tools valuing Rs.21.28 lakh during 200 l -2007 for 
supply to the LSMs. In view of revi sed terms and conditions, purchase of 
timber tools worth Rs.21.28 lakh lacked justification and their distribution to 
the LSMs amounted to undue favour to them. 

The Management stated (Jul y 2007) that the matter was being looked into. 

Excess payment due to incorrect accountal of wet lead 2 

2.1.17 As per practice in vogue, normal wet lead is taken as half o f the 
measured distance. It was, however. noticed (April 2007) that in respect of 
15 lots pertaining to 2002-03 and 2003-04, normal wet lead was not reduced to 
half for calculating the total manual carri age lead while preparing 
economics/upset price, based on which timber extraction works were awarded 
to the LSMs. This resulted in allowing higher rate for manual carriage of 
timber and consequent excess pay ment of Rs. l2. 16 lakh to the LSMs in three3 

Forest Working Divisions. 

The Management in ARCPSE meeting stated (August 2007) that the cases 
mentioned in the para would be looked into and uniform system for accounta l 
of normal lead would be followed in future. 

Loss due to payment for inflated lead 

2.1.18 As per rules,4 leads for manual and mechani sed carri age etc. have to be 
measured, fi xed during planning and mentioned while in viting tenders or 
allotting the work. 

The work of 'khad '5 fl oating was awarded (November 1999) for Rs.67.68 lakh 
to a LSM by FWD, Sawra o n lowest rate of Rs.l ,490.05 per cum against 
schedule rate o f Rs.1 .753 per cum. The work was started in December 1999 
and completed in March 200 I . 

During currency of work, a dispute arose regarding lead (distance of ri ver up 
to Mohri KhataJ) and after re-measurement (October 2000) by the DM of 
FWD, Sawra, the lead was found 35 KM as against 52 KM taken fo r working 
out the schedule of rate while calling for tenders. Accordingly, the re-worked 
contract value of Rs.44.57 lakh was re leased (June 200 I) after withholding 
Rs.22.11 lakh. 

Dharamsala. Chamba and Mandi 
Wet lead is the distance of marked fo rest from one end to another for carriage of 
timber 
Shim/a, Mandi and Chamba 
Para 1.3 of Procedure and Instructions for the timber extraction works and working 
of Himkasth Sale Depots 
Lor No. 5196-97 {(Chinon)from Foot-Odor (Dodra Kaww) to Mohri Khatal (UP)} 
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Failure to follow 
the laid down 
procedure 
resulted lin 
non-adjustment 
of royalty and 
sales tax of 

.. Rs.8'5.95 lakh 
paid in respect of 
rotten trees. 

I 
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I 
i 

Aggrieved by the action, the LSM filed (Apri] 2002) a case in the Hon'ble 
I 

High Court which referred the matter to the Aljbitrator. The Director (South). 
was appointed (December 2002) as Arbitrator./ During the pendency of the 
case, the Company, on the initiative of the LSM, settled the matter and paid 
(September 2005) him Rs.20 lakh on the apprehension of losing the case due 
to its failure to mention the distance i of lead in the . tendered 
document/allotment letter. Thus, non-adherend~ to the prescribed procedure 
resulted in a loss of Rs.20 lakh. i 

' . I . 
The Management admitted (July 2007) that thj.s happened due to a system 
failure and that the lead was now being taken *s 35 KMs. The reply is not 
tenable as the Corporation had not yet (August 2007) introduced the system of 
mentioning lead in tender documents and agreeJent peeds to make the system 
more transparent and reliable. I 

i". 
Non-adjustment of royalty and sales tax ofrotte'n trees 

,, 

I 

2.1.19 As per the decision (October 1999) of die Pricing Committee, royalty 
and sales tax is not payable for rotten and hollow trees.where the volume of 
such rotten/hollow trees is more than 5 per cen~. of the marked volume. ·In 
order to ascertain the quantum of the rottenlhollbw trees, joint inspection has 

I . 
to be conducted by the officers of the Company and the Forest Department on 
the request of the Company within two Irionths of felling of trees . 

. Rotten/hollow trees are those which have 25 per cent or more rottage or 
hollowness at the stump cross section. 

H was observed (April 2007) that in seven l~ts of four* Forest Working 
Divisions, the joint inspection of lots was ndt got conducted within the 
stipulated period of two months and no efforts ~ere made at highestJevel to. 
ensure the presence of officials of Forest Department to verify. the rotten 
volume of 13,6~4 cum. This volume was more than five per cent of the 
marked volume m each lot As a result, royalty and sales tax of Rs :85.95 lak:h 
paid on these rotten trees to. the Forest Departmbnt could not be got· adjusted 

I . 

and resulted in loss to the Company. ! 
' 

In ARCPSE meeting, the Management stated (~ugust 2007) that the matter 
was under consideration of the Pricing Connirittbe and it would be settled as 
per their decision. ! 

Loss due to non-working of lots 
I . 

2~1.20 As per rules, the trees standing on very steep and rocky portions, likely 
to be damaged during felling or conversion, sho~ld not ordinarily be marked 
and if marked, should not be taken over. 1 

\ 

· Kullu, Chamba, Sawra and Chopal 
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Taking over of 
trees in 
contravention of 
the procedure and 
instructions 
resulted in loss of 
Rs.70.95lakh. 

Non-streamlining of 
procedure for 
recovery of dues 
from the Forest 
Department on 
accoUJmt of supply of 
fueRwood and 
timber to tribal 
areas resulted in 

· ·non-recovery of 
Rs. 6 crore and loss 
of interest of 
Rs.50.30 lakh. 

I 
I 
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I . . 
It was noticed (April 2007) that standing volume of 4,454 cum and felled 
volume cil2,716 cum in Shimla. and Kullu Forest Working Divisions was 
taken over for exploitation. during 1992 to 1998. These were not worked by 
the Company as the trees were on very steep and rocky portions and were 
being sho.J,n as work-in-progress and stock suspense till date (August 2007). 
Taking ov6r of these lots in contravention of the procedure and instructions 

, , resulted inlloss of Rs.70.95 lakh. . . 

The Management stated (July 2007) that a committee had been constituted to 
look into the matter and recommend action to be taken. 

I 

Delay in r~alisation of dues for supply made to tribal areas 

2.1.21. Th1 Company supplies fuel wood, charcoal and timber to tribal areas of 
I 

the State through the Forest Department. The sale proceeds are also received 
I . . 

through the Forest Department. As on 31 March 2005, Rs.39.68 lakh, being 
the cost of 155 cum timber, was recoverable from the Forest Department. 

I . 

During 2005-07, the Company further supplied 140.192 cum timber and 
' 1,05;894 q~intals of fuelwood valued· at Rs.3.21 crore, recovery of which was 

awaited (August 2007). In addition transportation charges of Rs.2.39 crore 
were also !recoverable (31 March 2007) from the Forest Department for the 
supplies made during 2002-07. Thus, total recoverable amount from the 
Forest De~artment as on March 2007 amounted to Rs. 6 crore. It is pertinent 
to mention here that for delay in payment of royalty, the Company is paying 
interest at the rate of 9 per cent to the Forest Department whereas no interest is 

I 

paid by the Forest Department/Government to the Company for delay in 
payment df dues for supplies made to tribal areas. As the Company arranged 
funds for rheeting its day to day working capital requirement by obtaining cash 

I 

credit fadlity from different banks at interest rates ranging from 11.75 to 
10.25 per 1cent during 2002-03 to 2006-07, non-reimbursement of dues by the 
Forest De~artment/Government for a long period resulted in loss of interest of 
Rs.50.30 lhlm to the Company. 

The Jcipal Secretary . (Forests) in the ARCPSE meeting stated 
(August 2?07) that the system was being streamlined for timely realisation of 
dues of the Company. 

I 

Irregular ~riting off shortages/driage 
I 

, 2.1.22 As per rules, the physical verificlition of timber, fuelwood and 
pulpwood lying in retail sale depots is requir~d:\to be conducted at the end of 
each fina~cial year so as to see that stocks a~. per books of accounts are 
physically! in existence and also to work out the no'rmal wastage on account of 
driage and action taken for abnormal wastages/shorta'ges. I . 

The Fores
1

t Working Division, Kullu did not work o~\tormal and abnormal 
shortages lof pulp and fuelwood in its retail sale depots on regular basis. 
During 20e2-03, it worked out shortage of 1,799.067 cum pulp (315.068 cum) 
and fuelwood (1,483.999 cum) based on the difference between timber as per 

I . . 

I 3o 

I 
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i 
books and stocks physically verified. Shortages were attributed to 
driage/wastage in handling which were not worked out/allowed to the depots 
earlier. These shortages valued at Rs.22J,45 lakh were written off 
(January 2004) by the Divisional Manager of ~e Forest Working Division 
though he had no authority to do so. The Company neither investigated the 
reason for non-conducting of physic<il verificati<;m prior to 2002-03 nor taken­
action against the Divisional Manager for exceeding his power to write off the 
shortages. · · 

Th~ Management admitted (J~ly 2007) the la~se on the part of concerned 
Divisional Manager in acting beyond the deleg~ted powers. It was assured 
that the matter would be placed befor~ the B9ard of .Directors for further 
action. 

Failure to investigate the cases under stock Sl4speme 

2.1.23 The cases of loss of timber due to floods,' fire, ghalz* theft, shortage in 
transportation, etc. are shown under the he~d stock suspense pending 
enquiries/recoveries/settlement/write-off, etc. by ~he appropriate authority. At 

. I 

the end of 2000-01, the stock suspense amou~ted to Rs.4.79 crore. The 
Company further transferred Rs.3.66 crore to suspense head during 2001-02 to 
2005-06. After recovery ofRs.1.41 crore and Wrlting offRs.27.531akh during 
the above period, Rs.6.76 crore (insured stock :Rs" 1.83 crore and Rs; 4.93 
crore uninsured) appeared in the accounts: under this head as on 
31 March 2006. 

Analysis of cases involving Rs.4.31 crore appearing under this head in Kullu 
and Sawara FWDs revealed that the cases pehained to 1982~2005. The 
Company did not review the cases periodically ~o identify the admimstrative 
action to be taken in each case. Though, the Ch'airman of the Company also 
emphasised (February 2004) the need to clear tiie items under this head, the 
Company did not make any serious effort to inve~tigate the cases and clear the 
suspense head (July 2007). 1 

I 
The Management stated (July 2007) that a committee has been constituted to 
look into these cases. ' 

Exploitation of private timber 
' 

2.1.24 Sale of private timber was nationalised i* the State in January 1983. 
Accordingly, the Company was entrusted with th¢ exploitation of private trees 
and sale of timber obtained. The purchase ~d sale of private timber is 
regulated by the H:P. Forest Produce (Regulation of Trade) Act, 1982. The 
price to be paid to the tree owners is. notified by !the State Government under 
Section 7 of the ibid Act. During 2001-03, the pri~e(royalty) of standing trees 
was paid to the owners at the rates fixed by th6 State Government and the 
timber extracted was sold by the Company a~ its own. From 2003-04 

Ghall is a process oftransportation of timber thro,ugh river from forest to road side 
depots ' 
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• , onwards, am>ther system of sale linked price for working of private lots was 
I .• I •. 

, :introduced by the State Government Under this system, the sale proceeds are 
. • paid .to the !owners after deducting actual direct expenses incurred by the 

. ·· 'Company with interest and 15 per cent handling charges. The owners of trees 
· ·' i are required /to exercise option for either of the two methods. An option once 

. : exercised was to be final and irrevocable. 
. I .. 

· • : The standing volume of trees taken over from the private tree owners and 
' payment mar thereagainst during 2002-03 to 2006-07 was as under: 

49,750 639.75 1,285.93 

44,110 687.46 1,558.51 

41,859 554.09 1,323.71 

•. 2006-07 52,399 628.79 1,200.00 
'I I . 
·· ; Source: Compiled from the relevant records of the Company. 

' , In this regark the following points were noticed. . 

:: i Los~ due to hxtOltimz of higher royt01lty mtes fmr exploitt01tion of privt01te trees 
, .·_ I . . 
• 2.1.25 Scrutiny of records revealed that the Company incurred loss of Rs.8.82 

. ; crore during 2001-02 and 2002-03 on exploitation of private timber (Rs.3.40 
: crore in 20bl-02 in six1 Forest Working Divisions and Rs.5.42 crore in 

• [ 2002-03 in iline2 ForestWorking Divisions). Test check of records relating to 
: exploitation! of private trees for 2001-03 in Shimla Forest Working Division 
revealed that out of 87 private lots exploited on royalty basis, the division was 

· not able to rbcover even the direct costs incurred on exploitation of 67 lots and .,.. I . : 
•, ·thus, sustained a loss of Rs.1.74 crore. It was observed that the main reason 

for loss wasl fixation of higher royalty rates by assuming obtainable yield at a 
· higher rate. I Though, the MD is one of the members of the Pricing Committee, 
: yet he . failed to furnish the realistic data of assumed yield to the Pricing 
• Committee ~o that the royalty rates could have been fixed on realistic basis 

'': and financial loss to the.Company would have been avoided. · 
! . I . . I .- -

.. i The Management admitted (July 2007) the facts and stated that the system was 
· -.• : changed frotn 2003~04 and the Company did not incur further losses. 

·:, 

I 
I 

I 

2 

1. . . 
Shimla, Nahan; Solan, Mandi, Hamirpur and Una 
Shimia, Nahan, Chopal, Nerwa, Solan, Fatehpur, Kullu, Hamirpur and Una 
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Chapter II Perform~nce Reviews relating to Governmentcompanies 

Excess payment to private tree owners 

2.1.26 As per final economics (December 2004) <;>fa private lot (Kotgarh), an 
amount ofRs.31.99lakh was payable to the Speci~ Power of Attorney* (SPA) 
after deducting felling, conversion, transportation and handling charges on the 
actual yield. An amount of Rs.48.43 lakh was, however, paid (October 1998 
to November 1999) in three instalments to the SPA based on approved 
tentative economics of Rs.69 .06 lakh. 

After completion of felling and conversion of trees, the Company obtained 
662.952 cum timber during the above period, which was 179.050 cum less 
than the expected yield. The Company did not take less yield into account 
while releasing second and third instalhneht of royalty to safeguard its interest, 
though the actual yield was known to the Companx at that time. The finai sale 
proceeds (December 2004) amounted to Rs.63.94lakh and only Rs.31.99lakh 
was payable to the SPA, however, the Company i had already paid Rs.48.43 
lakh to the SPA thereby resulting In excess payment of Rs.16.44 lakh. The 
Company filed (November 2005) a case for recov~ry of the same in the High 
Court against the SPA and tree owners. Filial outcome was awaited 
(July 2007). The present situation arose due to failure to exercise internal . 
checks (releasing of second and third instalment without taking into account 
less yield) during currency of the work. · 

The Management admitted (July 2007) the lap$e of the then Divisional 
Manager, Rampur while releasing second and third instalments of royalty, 
who had since retired from service. The fact, however, remains that the 
Management failed to take action against the Divisional Manager concerned in 
time. 

Transportation of timber 

2.1.27 The table below indicates the volume of timber obtained after 
extraction of felled trees taken over from the Forest Department and the timber 

I 
transported to sale depots during the last five years ended 2006-07: 

2002-03 2.15 1.32 61.40 

2003-04 1.90 1.19 62.63 

2004-05 1.71 1.02 59.65 

2005-06 1.87 0.98 52.41 

2006-07 2.02 0.97. 48.02 
Source: Compiled from the relevant records of the Company. 

# 

SPA: A person authorised by the tree owners for dealing with the Company on their 
behalf 
Also includes timber not transported during the last yerr 
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Delay in 
transportation of 
timber to sale 
depot resulted in 
deterioration of 
quality and 
consequent less 
realisation of 
revenue of 
Rs.31.77 crore on 
its sale. 

,, I 
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I It would be seen from the above that percentage of timber transported to the 
sale depots/ ranged between 48.02 and 62.63 during 2002-07. The percentage 
of timber transported had reduced from 62.63 in 2003-04 to 48.02 in 2006-07. 
There werJ no reasons on record for decrease in transportation of extracted 
timber [ . . . 

I 
Downgrading of timber 

I 
1 

2.1.28 wJen timber is received at the HSDs, it is categorised according to 
I . . 

· quality as ~muda, B and C class, rotten, broken pieces, etc. The table below 
gives the details of total timber sold, timber graded/sold as C class and the 
percentage~ of C class timber to total timber sold during the last five ylars 
ended 31 Nlarch 2007: · 

I 
"'"'· <' "' ; ;, ' " ~-'Pdlj I,''""'"'" ' 
0"~Timbergraliea ... ~ C· 
· ·· · 1,cJ~ss (criw)SI . 

2002-03 1,17,795 24,346 20.67 

2003-04 1,33,309 23,593 17.70 

2004-05 95,124 14,893 15.66 

2005-06 1,04,179 2,810* 2.70 

. 2006-07 1,01,820 142* 0.14 
J,'2_", ,, '-'<, 

I'~~· 6S,784 . 

Source: Compih~d from the relevant records of the Company. 

It is evide~t from the above details that out of 5,52,227 cum timber sold during 
2002-07, 65,784 cumwas sold as C class at the rates which were lower than . I . . 
the average sale rates ofB class timber by Rs.4,418 to Rs.5,899 per cum: The 
extraction! of C class timber is not permissible under Clause 9 of Schedule 'A' 
annexed to the agreement executed- with the LSMs. The Company is not 
having any mechanism to check the quality of timber extracted in the Forests 
and as su6h there are possibilities that the C grade timber was being extracted 
by LSMs/ and yet the p~ymen~ was being ma~e to them. _r~ the absence of 
records to show the quality of umber extracted m the forest, 1t JLS presumed that 
·the qualitY of timber deteriorated during long transit period due to exposure to 
vagaries bf weather resulting in its classification as C class and consequent 
less realis1ation of revenue of Rs.31.77 crore. · 

The Prin
1
lipal Secretary (Forests) stated (August 2007) in the ARCPSE 

meeting that the procedure of grading the timber had been modified and there 
had been bonsiderable decrease in the quantity of C Class timber in 2005-06. 

rAis is due to change in system ofclassification of timber in HSDs effective from 
I . . 

September 2005 
I . 
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i. 

It is a fact that due to modifications of the procedlitre of grading of timber, the 
quality of C grade has considerably reduced but at the same time the weighted 
average sale rate of B grade has come down subst~ntially to Rs. 6641 per cum 
in 2005-06 and Rs.7,338 per cum in 2006-07 from Rs. 8663 per cum :i.n 
2004-05 .. It is thus indicative of the fact that the bodified procedure had not 
served its purpose. 

Loss due to non-deduction of service tax 

· 2.1.29 GOI amended (December 2004) the Service Tax Rules, ·1994 with 
effect from 1st January 2005. The amended !Rules provide that where 
consignors or consignees are falling under the sp~cific categories provided in 
the. Service Tax Rules, service tax is required to. be paid by them instead of 
goods transport agency. As the Company fans under the specified category, 
service tax at the prescribed rate was required to be paid by it after deduction 
from the freight paid to the transporters for trartsportation of timber. The 
Company, however, did not issue instructions to it~ Forest Working Divisions 
for deducting service tax from the transporters till March 2006. 

It was noticed (April 2007) that 14 FWDs * did !not recover service tax of 
Rs,16.08 lakh from the transporters during the period January 2005 to March 
2006 though the same was deposited (March 2006) by the Company resulting 
in undue benefit to the transporters and loss to the <Company to that extent 

The Management admitted (July 2007) the lapse and informed that an amount 
of Rs.4.13 lakh had been recovered from the tr$sporters and efforts were 
being made to recover the remaining amount. 

Arbitration cases 
I 

2.1.30 In terms of Clause 27 of the standard agrt;ement deed executed with 
the LSMs, disputes of less yield, shortages, lossesi on account of ghall, flood 
and fire, recovery of extension fee, etc. are referred by the MD to the 
Arbitrator appointed by the Company. It was n~ticed (April 2007) that :i.n 
almost all cases, the Arbitrators were officersl of the Company. The 
Arbitration Act, 1940 provide for giving award irithin four months, yet 26 
cases involving recovery of Rs.6.16 crore from ithe LSMs referred to the 
Arbitrators during August 1997 to November 2006 were pending for decision 
as on 31 March 2007 as detailed below: 

1997-98 1 174.04 

2000-01 2 109.61 

2003-04 3 54.83 

2004-05. 7 92.64 

2005-06 9 153.34 

2006-07 4 31.94 
Source: Compiled from the relevant records of the Company. 

0 ! Dharamsala, Mandz, Sundemagar, Kullu, Chamba, Fatehpur, Una, Hamirpur, 
Shim/a, Sawra, Chopal, Rampur, Solan, and Nahan 
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failed to reduce 
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and wages paid to 
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to Ma!!"ch 2007 
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I . 

It would ~e seen from the above details that the pending arbitration cases were 
I 

five months to nine years old. 

The Mjagement stated (July 2007) that the Arbitrators were- to perform 
I 

quasi-judicial function and they could not be forced to decide the matter 
without fbllowing complete procedure. The reply is not tenable as the time 
limit preJcribed in the Arbitration Act for deciding cases should have been 
adhered tb. 

I 
I Man~o~~rmanagefu'ent , · 

. I 
Surplus manpower 

I 
2.1.31 The Company did not review the requirement of manpower till March 
2003 tho~gh the marked standing volume fell from 6.871akh cum in 1990-91 
to 3.32 bum in 2002-03. On the directions (April 2003) of the State 
Govemmbnt, the Company assessed (May 2003) the position of staff and 
75 regular and 978 daily waged .~mployees were declared surplus. As on 
March 2007, the number of surplus employees was 1,008 (2 regular and 1,006 
daily waked) and wages paid· to them during June 2003 to March 2007 
amounted to Rs.8.75 crore (Regular: Rs.11.84lakh and Daily waged: Rs.8.63 

. I 

crore). lfhough the matter for deployment of surplus manpower in other 
organisations was being pursued with the State Government, the surplus staff 

I . 
was still (August 2007)·on the roll ofthe Company. 

The PriLipal Secretary (Forests) in the ARCPSE meeting informed 
I 

(August :yoo7) that the Government had decided to absorb the excess 
manpower of the Company in the Government Departments. The actual 
deploym~nt of the surplus manpower in other departments was, however, 

• I 
awmted (V\ugust 2007). 

Payment of salary and wages to officials not working with the Company 

· 2.1.32 Tro Stenographers being shown as working at the Head Office and 
FWD, Sh'imla were actually working in the State Government Secretariat since 

I . 

January 1996 and April2001 respectively. Orders of the competent authority 
for allo~ing them. to work in the State Government Secretariat were not on 
record. From January 1996 to 31 March 2007, the Company incurred an 
expendit~re of Rs.23.49 lakh on their pay and allowances without taking any 
work frokn them resulting in payment of idle wages. It is also pertinent to 
mention /here that For~st Workin~ Div~sion .Kullu, Mandi, Nahan, Sawra, 
Rampur and HSD Badd1 were working without stenographers. 

The Prin~ipal Secretary (Forests) in ARCPSE meeting lltated (August 2007) 
that effolits would be made to send these officials to the State Government on 
d . I b . eputat1ln as1s. 
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Chqptf!t.'!lJ/liforma"ce ~eviews re(ating to Government companies _ 

2.1.33 Corporate governance is the system by wlllch Companies are directed 
and controlled by the -Management in the best inte~est of the shareholders and 
other stake holders ensuring greater transparency and better and timely 
fmancial reporting. The, Companies are governed tfuough the BODs. 

As per the Memorandum and Articles ofAssoCiation, the BODs should consist 
of minimum two and maximum 12 Directors. As on 31 March 2007, the 
BODs had 12 Directors (four officials and eight: non-official including the 
Chairman and Vice Chairman). -

In this regard, the following deficiencies whe noticed: 
I 

• None of the 20 meetings of the, BODs held dumng 2002-2003 to 2006-07 
had full presence of the members of the BODs. 1 

- ' 

• Nominee of the Finance Department (Finaqcial Commissioner Cum 
Secretary/Principal Secretary (Finance) .did not attend 15 meetings. 

' - - ' 

e One of the non-official Directors was engaged ~n timber extraction works 
as a LSM in Forest Working Division,1 Chamba without any 
disclosure/declaration of his interest as required under section 299 of the 
Companies Act, 1956. 

& After admitting (March 2005) that lack Of proffssional management was 
also one of the contributory factors to. the :Josses of Public Sector 
Undertakings (PSUs), the State Government stressed (March 2005) the 
need of recasting the BODs of PSUs by inductin'g at least two independent 
and professionally qualified Directors for givirig valuable support to the 
senior management to run lhe PSU s along profdsionallines and instructed 
(March 2005) the Forest Department for taking ~ppropriate action. Audit, 
however, noticed that neither the Forest Departnient nor the Company had 
taken requisite action so far (August 2007). 1 

The Management stated (July 2007) that the State; Government had to take 
action regarding appointment of professional 1 directors. Regarding 
diversification of activities, it was stated that action had been taken in the field 
of eco-tourism and as regards medicinal plants, !project report had been 
prepared and expected recoveries were being worked! out. 

Internal control 

2.1.34 Internal control is an integral part.ofthe proc¢ss designed and effected 
by the Management of an organisation to achie~e its specified objects 
ethically; economically and efficiently. It helps in creating reliable MIS for , 

- I . 

effective decision making. Internal Control System is most effective when it 

37 0 ' 



Audit Repo,rt (Commercwl)_for the year ended 31.March 2007 
Pifi•4A M rii +i+fi«iif§ifi'iH"+W k Fi>·M"¥#'9'im'4iit! M! ••·ri'Nd@±ihiii!!#lf"& hO!h iWW• &S!Y'¥* 

I 
is built in'to the entity's infrastructure and is an integral part of the essence of 
the org~isation. In order to exercise internal control upon the activities, the 
organisation should have functional and internal audit manuals. 

In this re~ard, Audit observed as under: 

e The Jresent functional manual (viz. Procedure and instructions for timber. 
extra~tion work and working of Himk:ashth Sales Depot) was prepared 

I 

long back in 1988. The same has not been updated to indude important 
instrdctions issued from time to time in regard to working of the Company. 

~ The brocedure laid down in the revised Accounting System Manual 
regartling maintenance of cash book i.~. crediting/debiting the cash book 
with leash received, other receipts, cash withdrawn from the banks and 
payment of expenses, daily closure of cash book, daily working of 
baladces, counting of cash in hand, and signing of cash book daily by the 
cashibr and the supervisory officer was not followed· by Forest Working 
Divi~ion, Sawra. Taking advantage of the lapse, an official of the division 
suspJctedly rrrisappropriated Rs.4.88 lakh during 2005-07. After being 
pointed out by Audit, the Management started (May 2007) looking into the 
matt~r. Final action was awaited (August 2007). 

® The bompany did not have an effective MIS. The Head Office of the 
Company obtained voluminous ·technical, financial and non-fmanciru 
infortnation from the Directorates and Forest Working Divisions through 
varidus periodical returns or one time coHection of information. Such 
returhs, received by various sections of the Company, are not put to use for 

I 

development of master data base. Due to lack of consolidation and 
analysis of data, the top Management was not able to utilise it for effective 
monitoring and decision making. 

I . 
ct Acc0unting System Manual prepared (March 2004) by a finn of Chartered 

Acc~untants at an expenditure of Rs.2.47 lakh was only partly 
impremented by the Management. 

I The Management stated (July 2007) that there was always a scope for 
improvdment, which was a gradual process. The Principal Secretary (Forests), 
howeveL agreed in ARCPSE meeting (August 2007) that there was dire need 
to strengthen the MIS with the help of computerisation and efforts would be · 
made in this regard. He further stated that in future, system reports would be 

I 

preparecl in house instead of getting these prepared from out sidle agencies. 
I . . 

Internal audit 
I 

2~1.35 Internal audit is . an integral part of internal control system of an 
organis~ti.on, It is an important tool in the hands of the Management which 
helps iJ promoting ·accuracy and reliability in. an organisation's accounting 
data. 
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futemal audit of some of the units was being got conducted from the firms of 
Chartered Accountants. . Some other units were b~ing audited by an internal 
audit cell of the Company. Audit observed the following deficiencies in the 
internal audit system: 

' 

® The Company has not prepared internal audit manual for guidance of the 
Internal Auditors. ' 

i 
0 The staff in the internal audit cell was being posted temporarily from 

different units as a stop gap arrangement withortt proper training. 
. I 

«~ The reports of internal auditors were dealt wi~h at the level of Financial 
Advisor/Executive Director and not submitted to the MD/BODs. 

I 

® The Company did not maintain year-wi~e detail of outstanding 
observations of internal auditors or observations which were repeated year 
after year for taking remedial/preventive action.; 

·1. Aij'~~il'~~ of.~~V,aJitaii!)n'ijl~clj3i,ij§~ '" ~!· ~~ 

2.1.36 Evaluation mechanism of different activities· at different stages of 
I 

operation was not in place in the Company. ~There was no system of 
comparing the actual fmancial results with the budgeted estimates of the 
Company as a whole and sale proceeds of ea~h lot with the tentative 
economics prepared in the beginning. Neither there was system of grading the 
timber in the field in the manner in which it was b~1ing sold in the sale depots. 
In the absence of evaluation mechanism, the Management was not in a 
position to assess the impact of its actions on the wbrking of the Company for 
taking necessary remedial actions. 1 

The Management stated (July 2007) that the system of evaluation of activities 
was being introduced and the system of preparatio~ of final economics of lots 
after sale of entire timber had been introduced for 2(i)05-06 lots. 

1;~~~~\yi~ai~ijl.~f~"! .. ~;C~~ 

2.1.37 Audit acknowledges the co-operation and assistance extended by the 
Company and officers of the State Government at vkous stages of conducting 
the performance audit 

' 
The matter was reported to the Government in Juhe 2007; reply is awaited 

I 
(September 2007). 1 

l~t;~~~jtfflip!i"}j~'~"~jlil 

The Company failed to eliminate the private ~ontractors from ttimjlJell" 
ext!l"action works. It did not prepare annual budgeas well befo:re . ttl!ne . 
commencement of financial. years. Actual ac~evements were ails(]) no!t 

I 
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compa~reb wftftlln tllne buldlgete«ll. esttimates. 'JI:'Tinel!"e was «llellay n1m receipt oft' 
· ma~l!"lkiiJmgl lllisfts, mlkftug ovell" off llofts au«ll extl!"a~dnonn a~mll tll"a!nnsJlllortaltimn off 
tlinnnlbel!". The Companny suffered llosses «ll1llle to avoi«llalblle payment off 
l!"oyalty, olbwmnng off lless ylielld, avoida~lblle paymeJrn1t ®ff edensnollll !fee, 
paylllllennili ®if l!"oya~llty aHll«ll sales ta~x ff®Jr ll"Ot1tel!ll 1tl!"ees, rllete:rii®ll"a!tllomi ®ff funnbel!" 
«ll1lllll"mg imHll.sn1t amd excess manpowel!". Ma~lll1agement imo:rrma~ll:li®llll alll1dl 
ftlll1teJrlllall / collll11:Jmll sy~1tem were deft'idenntt allllidl evall1l!latimn nnnecllnamsm wa~s 
nonn-exnstellllt. 

I 
I· Recollmiellid~tions;'i~., · I 

I . 
<l> Aditolll1 . pllanns/aHnl!ll1llla!ll llnndlgets slhlo1l!llld !be p1reparedl wellll lbelt'®l!"e tllne 

comJnelll1cemelll111: oit' tlhle fnlllla~nndall yea~ll"s anndl compal!"edl Wll.tlln aduall 
acl!nne~ennnel!llfts. 

<l> 1['~~ ~®ll"lldllllg tl!nJrmnglln pll"ivate c®n11:Jradors sllii.omdl be :rredl1!llcedl gradlualllly 
by pionnn®11:lilll1g depall."11:menta!H exttmdii.onn ®ff ttlinnnber. . 

® Del!a~ys lin .receipt off ma~rlking lliist, 1talkft1rng over l{])f lloilis, execution oif 
wor~ alll1d payment l[j)ff ll"I[))Ya!lty sltno1lllll«lllbe a!VI[))ndedl. 

® Adii.JIID. slhlmnllldl be ta~lkeiD. 11;1{]) ellftminate Sllllll"JP>ll1llls nnna~llll.powel!". . 

© §ystJm ®ff maHllagemellllt ibmfm-mlaltJii[J)Hll alll1dl lilll11te:rrllllall· C({]llll11bmll sllnmnlld !be 
stn~m!gtllnelllle«ll and! evallualtJii[J)llll m.ecllnamsm JP>1lll11: lil!n pRace. 

I 

I 
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lf1nti~du~t(op·1f .,c. I 

2.2.1 HimLhall Pradesh Agro Industries Corporation Limited (Company) 
··'was incorpdrated (September 1970) with a view to· promote agro based 

industries inlthe State. The main objectives of the Company are to: 

• o accelerate and increase agricultural production; 

. o conJbute to the production of subsidiary and supplementary foods; 

o incrJase the availability of supplies of food; and 

o conJbute to the· development of agro industries in the State. 

~- I f . b. . · h c . . · fi d · 
lLD.A pursuance o 1ts o ~ectlves, t e ompany was operating ve pro uct10n 

' units, one ~ach for manufacturing pesticides and insecticides, agricultural 
.. • ~ implements,j honey processing . and one each for cattle and poultry feed~ The 
: Company was also running 20 trading units and one petrol pump in the cities 
: and towns clf the State. The trading units deal in items such as cement, iron 
andsteel, bitumen, tyres and tubes, batteries, etc . 

. The Managlment of the Company is vested in the Board of Directors (BODs) 
: consisting or 15 Directors.including the Chairman and the Managing Director 

(MD), who is the Chief Executive. He is assisted by a General Manager, three 
I .... ~ • . • 

Deputy General Managers, a Chief Accounts Officer and a Production 
I . 

. · • Manager (Gommercial/Pesticides) at the Head Office. Operational/trading 
· activities in the field ·units are being looked after by two Deputy General 

· .. Managers abd the field units are headed by branch in-charges. Organisational 
· chart is ann6xed as Am1eX1llre-XI. 

.. I 

2.2.2 The working of the Company was last reviewed in the Report of the 
. Comptiolle£ and Auditor General of India (Commercial) for the year 
. 199,.2::-2000.1 The review. was discussed by the C:ommittee on Public Sector 

. · Undertakings (COPU) in July 2007. The recommendations of COPU are 
awaited (Aulgust 2007). 

I . . . 
The present Performance review on the working of the Company conducted 

I 

during Apry and May 2007 covers scrutiny of records for the last five years · 
' ended 31 l\1arch 2007 maintained at the Head Office, all the five production 

units and 10 out 'of 21 units (20 trading units and one petrol pump) selected on· 
random sanipling basis without replacement. . . 

I 
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2.2.3 The audit objectives of the Performahce review were to ascertain 
whether: i 

' , I 
• the Company succeeded in achieving the objectives for which it was 

• 

incorporated; 

the Company utilised the installed capa,6ty of its manufacturing unitS 
to the optimum level; ' 

I 

the activities were carried out effectively, efficiently, economically andl 
ethically; ' 

- • t • 

the Company utilised its manpower effe~tively and efficiently; 
·.• i 

effective internal coril!ol proc~~ure ~as in v~,gue and adeqllllate 
monitoring (management infortnation ~ystem) an~ follow up was fum 
place; and - · 

internal audit was llllsed as a tool to make! internal control effktive. 
I . 

2.2.4 The audit criteria used for . assessing the . achievement of aumt 
objectives were: 

• 

instructions/guidelines issued. by ~e State Government andl 
Government of India (GOI) from time to time in regard to work:ll:n.g of 
the Company; . ' 

agenda and minutes of the meetings of ilie BODs; 
l 
I 

targets fixed for manufacturing and trjid:ihg.activities; 
I 

·purchase, sales and marketing procedme~/policies; 
I , 
I 

provision iii the Accounts Manual; and 1 

human resource policies. 

I 
I 

2.2.5 The methodology adopted for attainiJ?g the audit objectives with 
reference to audit criteria was examimition of: ! 

i 
o instructions and guidelines of the State! Government and GO][ issued 

f 
. . I rom tune to nme; , 

@ agenda and minutes of the meetings ot ilie BODs and Comnrittees 
constituted by the BODs; i 
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o recoJds relating to indents, production registers, tender and purchase 
ordet files, sales registers, sales invoices, stock registers, etc.; 

manJgement information and internal control system; and 0 

interlction with the Management and issue of audit queries. 
. I . 

L.l\'~ilit.fiijlJl#g~i:i'~;·:d . 

•. 2.2.6 Audil findings, arising from the performance review on the working of 
· tb.e Company were issued (July 2007) to the Government/Company and were 
discussed (16 August 2007) in the meeting of the Audit Review Committee for 

I • 

·; State Public Sectm. Enterprises (ARCPSE). The Joint Secretary 
· (Horticulrur~ ), Government of Himachal Pradesh and the Managing Drrector 
of the Com~any attended the meeting. The views expressed by the members 

I 

'have been t¥:en into consideration while.finalising the review. 
·I 

Audit findinks are discussed in the succeeding paragraphs. 

I 

I fl3Jlnirtg ~4(]1 ~ijdge~~¢on~()I<. ·~£fh~'>l 

'. 2:1..7. Adv~ce planning based on database maintained and market survey 
, . conducted from time to time is very vital for • running an organisation 
· efficiently, bconomically and effectively. Preparation of annual budget which 

is a quantit~tive financial expression of a programme of measure planned for a 
given period, forms an :integral part of planning. The budget is drawn up with 

I 

a view to p'an activities for future and to make ex-post-facto checks on the 
resullts obtained. Timely planning/preparation of budget and analysis of the 
variations doticed during actual execution serve the purpose of internal 
control also! 

.. In this regark. the following deficiencies were noticed: 

• • The colpany did not plan its annual activities in consultation with the 
different! departments (Horticulture, Agriculrure, Forest and Public Works) 
of the sbte Government despite its dependence on them for sale of its 
productsl 

· (;) The ~nal Business Plan and Resourc.es Forecast (BPRF) were not being 
prepared before commencement of the financial year. Hence, Audit was 
unable tb determine the growth which the . Company wanted to achieve 
during ~e year and whether the Company was able to sustain the same. 
Annual Budgets and targets were prepared (April-July) on the basis of 
performkce during the previous years. · 

I . . 
· (fl) The Cmhpany neither maintained data base nor conducted field/market 

I smvey to see market trends. 

44 



! 
I 

. Chap(er 1! ierformance Reviews r~lating to Government companies 
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The targets fixed and actual· achievements thereagainst during the last five 
years ended 31 March 2007 were as under: · ·· i · · · 

Target of sales 

Achievement · 

Shortfall (-) 
Excess(+) 

Percentage 
shortfall 

Target of sales 

Achievement 

Shortfall (-) 
Excess(+) 

Percentage 
shortfall 

;~~ · 2oo2lo3 
~ :. 

11.16 11.16 

7.31 5.50 

(-) 3.85 . (-) 5.66 

34.50 50.72 

16.49 16.52 

11.80 12.24 

(-) 4.69 (-) 4.28 

28.44 25.91 

Source: Compiled from the relevant records of the Company. 

I 

11.16 
I 

4.53 
I 

(-) 6.6? 

59.41 

18.30 
I 

12.05 

(-) 6.25 
I 

I 

34.15 
I 

! 

It may be observed from the above details .that: 

(Rupees iu ~er01re) 

6.48 4.25 

3.53 3.31 

(-) 2.95 (-) 0.94 

45.52 22.12 

19.61 25.66 

17.54 21.82 

(-) 2.07 (-)3.84 

.10.56 14.96 

® The Company was not able to sustain the i targets fixed for sales in 
manufacturing and trading units in all the years; · 

• The shortfall in manufacmring units ranked between 22.12 and 
59.41 per cent during 2002-03 to 2006.:.07. ~ 

!!,) Instead of taking remedial actions to increase! the sales of manufactured 
items, the Company reduced the target by41.~4 per cent :i.n 2005-06 and 
61.92 per cent in 2006-07 as compared tq the .targets of 2004-05, 
indicating a negative growth. Even the reduced! targets were not achieved. 

~ Similarly, the Company could not achieve the sale target of trading items 
in all the years. Thus, there was negative growt~ on b~th sides .. 

I 

·I 

The Government stated (September . 2007) that the. Company planned its 
activities well . in, advance in consultation with :different departments and 
annual targets- were fixed on the basis of data. base lind survey of market. The 
reply is not tenable as the Management did not produce·record relating to 
meetings held with different departments, d~ta base maintained· and 

. conducting of market survey. 
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Audit Report (Commercial) for the year ended 31 March 2007 

I Capital structure 

2.2.8 The authorised capita l of the Company was Rs.l 5 c rore consisting o f 
15 lakh hares of Rs. l 00 each. A against thi , the paid-up capita l o f the 
Company as on 3 I March 2007 was Rs. ll .80 crore, subscribed by the 
Government of Himachal Pradesh (Rs.9.84 crore) and GOT (Rs. l.96 crore). 

Failure to avail benefit of disinvestment scheme of Govemment of India 

2.2.9 In accordance with the scheme for disinvestment, the GOI 
communicated (March 1994) to the State Government that it would pass on its 
shares (Rs. l .96 crore) for a token consideration (Rs. l ,000) to the State 
Government in case the Company had negative net worth. In case of positi ve 
net worth on the basis of latest available accounts, it was to offer its shares at a 
price 25 per cent less than the book value. As the net worth of the Company 
was negati ve during 1993-94 and 1994-95, the BOD approved (June 1994) the 
di investment proposal of the GOI. As no fo llow up action was taken to avail 
the benefit under the scheme, the State Government wa deprived of the 
benefit o f acquiring share capital of Rs.l.96 crore for a token consideration o f 
Rs. l ,OOO. This lapse was pointed out in the Report of the Comptroller and 
Auditor General of India (Commercial) for the year ended 3 1 March 2000. 
The State Government informed (September 2003) the COPU that Rs. l ,000 
sent to the GOI were received back (May 2003) and the Company was asked 
(May 2003) to submit statement o f realisable asset and liabilities along with 
value The State Government further informed the COPU that the detail of 
expenditure involved for valuation of realisable assets and liabilities were 
be ing analysed (September 2003) by the Engineering Cell of the Company. 
Audit observed that no further action has been taken in the matte r o far 
(September 2007). 

The Government replied (September 2007) that the Company was not 
interested to get the benefit of receipt of equi ty of the GOI by paying 
R .50 lakh in cash because the Company would have incurred a los of 
Rs.50 lakh without getting any tangible ca h transfer of Rs. l.96 crore which 
would have been o nly on paper. The reply is not tenable as the Company had 
negative net worth during 1993-95 and it was required to pay only Rs. l ,000 
and not Rs. 50 lakh. The State Government would have acquired equity of 
Rs. l.96 crore at a cost of Rs.l ,000 only. 

Borrowings 

2.2.10 Long-term and short-term loans of Rs. l . ll c rore and Rs. l .60 crore 
along with interest of Rs. l.40 crore and Rs. l.63 crore were overdue for 
payment to the State Government since 1983-84 and 1990-9 1 respecti vely at 
the end of March 2007. Besides, a sum of Rs.76.68 lakh (including interest of 
Rs.36.68 lakh) borrowed from the Mini try o f Food Processing Industries, 
GOI was also outstanding as on 31 March 2007. The Company wa not able 
to repay the loans due to its poor fi nancial health. 
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The accumulated · 
loss of Rs.4.61 
crore as ou 
31 March 2003 
increased to 
Rs.9.25 crore as on 
31 March 2007, 
which had partially 
eroded the paid-up 
capital of Rs.ll.SO 
crore as on that 

· date. 

The grant of 
Rs. so naklll 
received from tllne 
State 
Government was 
diverted for 
other than the 
intended 
purpose. 

' ' 
Chapter II Performance Reviews r~lating to Government companies 

I 
2.2.11 The financial position of the Company f0r the last five years ended 
31 March 2007 is given in Annexure-XU. 1 

i 
Annexure-XU shows that accumulated loss of Rs.~.61 crore (31 March 2003) 
increased to Rs.9.25 crore (31 March 2007). The ~ccm;nulated loss of Rs.9.25 
crore had partially eroded the paid-up capital of the Company of Rs.H.80 

I crore as on 31 March 2007. So far, the O:>mpany has not drawn any long term 
growth or economy plan to reduce the accumulated loss. 

. I 

Un-utilised grant ' 

2.2.12 The Company had not utilised grant !pf Rs.9.97 lakh received 
I 

(1991-92) from the State Government for Pouhr~ Development Scheme. ill 
. . I 

reply to the review on the working of the Company incorporated in the Report 
of the Comptroller and Auditor General of India\ (Commercial) for the year 
ended 31 March 2000, the Government informed (September 2003) the COPU 
that the Company proposed to utilise/refund the giant in future, but no further 
action has been taken so far (August 2007) to ut~ise the grant or refund the 
amount. : 

I 
I 

The Government stated (September 2007) that. tpe grant would be utilised 
whenever up-gradation of machinery in the Feed Unit' would take place. The 

I. 

reply is not tenable as the Company had given a s~milar reply to the COPU in 
September 2003 . and the grant was still. (Septeniber 2007) lying unutilised 

. I 

since its receipt (1991-92). . 

Diversion offunds 
! 

2.2.13 The Company received (July 1997) Rs~50 lakh from the State 
I 

Government to procure potatoes between 7 to 23 ~uly 1997 under the Potato 
Support Scheme to provide remunerative pric~s to· agriculturists. The 
Coinpany neither procured potatoes nor refunded the amount. It diverted the 
amount for payment of salary and wages (Rs.2.~2 1akh) and discharge of 
liabilities (Rs.47 .58 lakh). The Director of Agric~lture had been demanding 
(October 1999) the return of the amount along with Interest @ 18 per cent per 

I 

annum which worked out to Rs.90 lakh (July 200~). The fact of diversion of 
funds was also pointed out in the Report of th~ Comptroller and Auditor 
General of India (Commercial) for the year ended !3 i March 2000. The State 
Government replied (September 2003) to the cqpu tha,t the Company had 
submitted a proposal for adjusting the amoupt against Rs.l.28 crore 
recoverable from the Agriculture Department on account of expenses incurred 

. I 
by the Company in running workshop of the Dep;artment at Bhangarotu and 
the matter was under correspondence. Audit, ho~ever, noticed (May 2007) 
that the State Government had ·refused· (November 2006) to accept the 

. . I 

proposal and the Company was liable to pay the ~ount of Rs.50 lakh along 
with interest of Rs.90 lakh up to July 2007 to the Agriculture Department. 
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I . 
The Government stated (September 2007) . that in case, the Agriculture 

I Department does not agree to pay Rs.l.28 crore to the Company, the Company 
would approach the State Government for conversion of Rs.50 lakh into 
equity. The reply is not tenable as the State Government has already refused 

I 

to adjust the amount against the amount being shown as recoverable from the 
Agricultute Department. 

. -1 

I Workikig[results ";T{~~~;'fl 

2.2.14 Je working results of the Company for the last five years ended 
31 Marchl2007 are given in AnneXlllre-Xill. It would be seen from the 
Annexure that the Company had been continuously incurring losses year after 
year and i:t incurred loss of Rs5.33 crore during the last five years which was 
due to thel foHowing reasons: . 

I 

® UndeJ utilisation of installed capacity of plants (paragraphs 2.2.15, 2.2.17, 
I . 

2.2.19

1 

and 2.2.21 infra); . 

111 Non-dosure of trading units continuously running in losses (paragraph 22., infra); . . . · 

® Payment of1dle wages (paragraph 2.2.26 mfra). 

The GovJmment stated (September 2007) that the operational loss had been 
. . I . 

reduced from Rs. 1.95 crore in2005-06 to Rs.l.26 crore in 2006-07 and it 
further p~ojected to reduce it to Rs.18.37 lakh in 2007-08. The reply is not 
tenable as the Company has not ·formulated any concrete plan so far 
(Septembbr 2007) to reduce the operational loss to Rs.18.37lakh in 2007-08. 

I 
I Mall~tacturing ~citlities · · ~;~ 

Pesticidel Formulation Plant 
. . I . 

Productions and sales performance 
I . 

. 2.2.15 The Company set .up a Pesticides Formulation Plant at Parwanoo at a 
cost ofRt70.40 lakh. lt obtained (February 1983 to August 1998) registration 
from the GOI for manufacturing 39 products of insecticides and pesticides 
under the Insecticides ACt, 1968. 
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! 

The licensed capacity of the plant and utilisatio~ there against during the last 
five years ended 31 March 2007 was as under: ' 

Liquid (KL) 

Dust and wettable dry 
powder (WDP) (MT) 

Liquid (KL) 

Dust and wettable dry 
powder (WDP) (MT 

Targets (Rs. in crore) 

Achievement (Rs. in 
crore) 

Percentage 
achievement 

2.50 2.50 

1.08 0.29 

43.20 11.60 

Source: Compiled from the relevant records of the Company. 

:2.50 2.50 0.92 

: 1.87 0.95 0.43 
I 

:?4.80 38.00 46.74 

From the details in the above table and scrutiny ~f other connected records of 
production and sale of pesticides revealed as under: 

e Capacity utilisation of the plant in respect! of liquid formulation was 
11.27 per cent during 2002.:03. There was \no production thereafter as 
neither Hindustan Antibiotics Limited placFd purchase orders on the 
Company nor there was demand for the sam~ from the State Government 
Departments. It was noticed that the State Gqvemment Departments were 
purchasing their requirement of liquid formul~tion from private firms. 

I 

• The capacity utilisation in respect of WD~ ranged between 4.10 and 
14.22 per cent. 

• Low capacity utilisation resulted in payment qf idle wages of Rs.5.80 lakh 
as the plant remained idle for 578 days during the last five years ended 
31 March 2007. · 

1 

e Besides, the Company also incurred an : avoidable expenditure of 
Rs.5.20 lakh on account of fixed charges of electricity over and above the 
contract demand actually utilised by the plant. ! 
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Against the 
targeted loss of 
Rs.17.711akh, the 
Pesticides. 
Formulation Plant 
incurred loss of 
Rs.75.72lakh 
during 2003-07. 

I 
I 
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I 

® Against! the targeted loss of Rs.17.71lakh, the plant incurred loss of 
Rs 75.72lakh during the last five years ended 31 March 2007. 

® The Pro
1

6uction Manager of the plant was heading the Pesticides Division . 
at the Head Office since June 2003. He had been looking after the 
activitie~ relating to marketing of bio-fertilizers and bio-pesticides also. 
The in tharge of quality control was looking after the production in the 

I 

plant. The posting of the Production Manager at the Head Office mainly 
to look I after marketing of bio-fertilizers/bio-pesticides, the work which 
should have been done by one of the Marketing Officers, deprived the 
Compady of the benefit of his supervision in the plant on a sustained basis. 

I 

' 2.2.16 The I low capacity utilisation was mainly due to poor marketing and 
lack of patlonage by the State Government. Even though the four products& 
of the Company got tested (2003-04) by the Agriculture and Horticulture 
Departmen~s of the State Government from Himachal Pradesh University of 
Horticulture and Forestry, Solan and Himachal Pradesh University of 
Agriculture[ Palampur for bio-efficiency were found to be of standard quality, 
the Agricu~ture and Horticulture Departments of the State Government 
procured only 70.02 MT of pesticides/insecticides valuing Rs.1.43 crore from 
the Comparty against their total procurement of 120.11 MT and 536.56 MT of 
pesticides/ihsecticides valuing Rs.2.64 crore and Rs.10.17 crore respectively 

' during the iiast five years ended 31 March 2007. The quantity procured by 
these depattments from the Company was only 10.66 per cent of their 
requirement of pesticides/insecticides. The rest of the material was purchased 
by these ddpartments from private parties who were on rate contract with the 
State Government (429.05 MT valued at Rs.7.51 crore) and from the 

I 
producers who supplied the material under their brand names (157.60 MT 

I 

valued at Rs.3.87 crore). This resulted in supply of the material to the 
consumers fat higher cost of Rs.1.39 crore as the rate contract material was 
supplied after adding five per cent commission (Rs.45.30 lakh) to be shared 
equally byl the department concerned and the Company and the material 
purchased under the brand names was costlier (Rs.94 lakh) in comparison to 
the rate at wl

1 

hich the Company· could have supplied after formulating the same 
in its plant. This was despite the fact that the Company and the ptivate firms 
use the sat*e technical material purchased from the satne source and repack 

, ·the same after processing as per the requirement under the Insecticides Act, 
1968. Th~s, the Company couldhave supplied the entire quantity without 
compromising the quality. But the Company failed to convince the 
Agticulturd and Horticulture Departments and the consumers about the quality 
and cheapdr cost of its products. The Company remained dependent on the 
Governmerh Departments for orders and did not formulate any market strategy . I . . . . 
to sell its products in the open market through its 20 trading units located 
within the State. · 

& 

I 
I . . 

Menfozeb 75% Wettable ,powder (W}J), Carbendazim 50% WP, Dodine 65 % WP 
and Fopperoxychioride 50 % WP 
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I 
The Government stated (September 2007) that the Company had established 
(April/May 2007) contact with Hindustan An~biotics Limited (HAL) and 
buyers in Rajasthan. They hoped to break ev~n or make nominal profit in 
2007-08. 

Cattle and Poultry Feed Plants 

Production performance I 

I 
. ' : 

2.2.17 The Company set up two Cattle and Po~ltry Feed plants at Parwanoo 
and Jachh at a cost of Rs.3.84 lakh and Rs.9.85 lakh respectively. The details 

. ' I 

of installed capacity, actual utilisation there against and percentage utilisation. 
of capacity during the last five years ended 31 M~ch 2007 are as under: 

I 

PartiCulars'.:;. · 

F:.av\\:irioo.;~;g~;·. 

Installed capacity . 4,800 4,800 :4,800 4,800 4,800 
(single shift) (MT) 

Actual production 3,839 4,379 .3,548 3,568 3,119 
(MT) 

I 

Percentage utilisation 79.98 91.23 173.92 74.33 64:98 

·J~~~ 
Installed capacity 2,400 2,400 1 2,400 2,400 2,400 
(single shift) (MT) I 

I 

I 

Actual production 73 1,559 !1,754 887 1,043 
(MT) 

' 

Percentage utilisation 3.04 64~96 173.08 36.96 43.46 
I 

Source: Compiled from the reievant records of the Company. 
! 

Scrutiny of details in the above table and other cdnnected records in respect of 
production and sale of cattle and poultry feed revbaled as under: 

. ! 

• The percentage of capacity utilisation at Par~anoo plant during 2002-03 to 
2006-07 ranged between 64.98 and 79.98, i except in 2003-04 when it 
increased to 91.23 due to receipt of maximufu orders for cattle feed from 

I 

the Department of Animal Husbandry under drought relief scheme. 

@ The percentage of capacity utilisation at Jachh plant ranged between 36.96 
. . I 

and 73.08 during 2003-04 to 2006-07 and i.t was only 3.04 in 2002-03 due 
to closure of th,e plant for six months for renovation. 

. . , I 
• The Company depended mamly on orders from the State Government for 

sale of cattle and poultry feed. The percentage of sales in the open market 
to total sales in respect of Parwanoo and J~chh plants ranged between 

I 

32.65 and 55.80 and 1.13 and 13 respectivelylduring the period 2002-03 to 
2oo6-o1. · I 

I 
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<» The 1Jw capacity utilisation ~esulted in payment of idle wages of 
Rs.S.d lakh and avoidable extra expenditure of RsA64 lakh on account 
of fixea charges for contract demand· of electricity over and above the 
actually availed contract demand. 

The Gove~ment stated (September 2007) that the sales could increase only if 
the Comp~ny had working capital to purchase the raw material and establish 
retail distribution network. It further stated that it was not possible to stop 

I 

payment of wages and incurring of other fixed expenditure. The reply is not 
tenable as jthere was nothing on record to show that the Company had made 
efforts to generate working capital. So far as establishing of retail distribution 
network isl concerned, the Company is already having 20 trading units in the 
entire StatJ and the same could have been used for retail distribution. 

·.·-.. ~·- , .:, ~ . . I 

. . . I 

. The: C9D,ipany 
was rtot'>~, . 
prmiud~~ fnsl:n 
feed tijmigh it 
modernised its 
pDant at )achh at. 
a cost olflRS.17.29 
nakh. 

Non-production of fish feed 

2.2.18 Th~ annual requirem~nt of fish feed in the State was 65 to 70 MT. The 
Fisheries Pepartment of the State. provided (2002-03) Rs.15 lakh to the 
Company for modernising its existing feed plant at .Jachh for production of 
trout fish ~eed: The Company was required to supply the trout fish feed to the 

, Fisheries Department as well as to the fish farmers of KuHu and Mandi 
districts tfu.ough its sale outlets. Audit observed (May 2007) that after 
modernisi~g (September 2002 to May 2003) the plant at a cost of Rs.17.29 

• · lakh at J ac)lh by keeping it closed for eight months, the Company was still not 
producing I trout fish feed (August 2007). · · 

The Government stated (September 2007) that the Company was ready to 
manufactute and sell fish feed through its branches provided confirmed orders 
were rece+ed from the Fisheries Department. The reply is not tenable, as per 
commercial practices for marketing its products the Gompany itself should. 
enquire a~out the requirement of fish feed from the Fisheries Department/fish 
farmers of the State and supply accordingly. This way t:Pe Company could 
.have also teduced its losses by increasing the capacity utilisation.ofits plant ai 
Jachh andl

1 

using the idle manpower. Further, the FisheriesDe. partment had 
requested (September 2006 and June 2007) the Company to start regular 

. productioq of trout fish feed and make the same available through its sale 
outlets. Tpe Department had convey~d (June 2007) its annual requirement of 
trout fish feed to the extent of 20-25 tonnes. 

I . . 

Productioh performance of Implements Factory . . · 

2.2.19. Thl implements factory set up in October l9'82 at a cost of Rs.67.83 
lakh . catets to the demand for agriculti.Iral. implement$ from the "State 
Governmdnt Departments and pnvate cons11mers. The ifistalled capacity, . 
actual pr9c:luction there against, percentage .ut.ilisation of installed capacity, 
targeted and actual sales during the last five years ended 31 March 2007 is 
given in A!nne:Xure-X~. · 
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The capacity 
utilisation of 
Implements 
Factory decreased 
from 32.21 per cent 
in 2002-03 to 7.13 

· per cent in 2006-07 
due to lack of 
demand for its 

. implements. 

Chapter II Perfonnance Reviews ~elating to .Government companies 

Scrutiny of the details revealed as under: 

e The percentage utilisation of capacity decreas1ed from 32.21 in 2002-03 to 
7.13 in 2006-07. · 

• The shortfall in achievement of sales increased from Rs.36.03 lakh in 
I 

2002-03 to Rs.71.19 lakh in 2005-06. ln'stead of making efforts to 
increase the sales, the Company decreased the target of sales from 
Rs.90 lakh to Rs.50 lakh in 2006-07 but ih this year also there was 
shortfall ofRs.23.36lakh in sales. 

• The losses suffered by the unit increased from Rs.16.45 lakh in 2002-03 to 
Rs.35.29lakh in 2006-07. The total loss suffhed by the unit during these 
five years amounted to Rs.l.5.1 crore. 

2.2.f0 Scrutiny of records revealed (May 2007) that the high incidence of loss 
was on account of low capacity utilisation clue to dependence on the 
Government Departments for sale of implements, poor marketability, high 
operating cost, competition from private p$ies and avoidable extra 
expenditure of Rs.2.41 lakh on account of fixed charges for contract demand 
of electricity over and above the actually availed ;contract demand. 'fhe same 
state of affairs was pointed out in the Report of ~he Comptroller and. Auditor 
General of India (Conimercial) for the year endec;l 31 March 2000. The State 
Government in their reply to COPUstated (September 2003) that efforts were 
made to transfer the factory to Himachal Road Transport Corporation (HR'fC) 
but the HRTC did not agree and the Company was exploring other 
alternatives. It was, however, observed that the\ Company. had n.ot explored 
other alternatives so far (May 2007). Further, tijo.ugh the State ·Government 
had assured (June 1995) to procure 50 per; cent requirement of the 
Government Departments from the Company, th~.re was nothing on record to 
show that the Company was meeting their requirement to that extent. 

The Government stated (September 2007) that t~e Company had approached 
the State Government for revival of the plant. The decision of the 

. I 

Government is, however, awaited (September 20017). 

Honey Processing Plant 

Production performance 

2.2.21 Reference is invited to paragraph 2A.8.1 (iv) (a) and (b) of the Report 
of the Comptroller and Auditor General of lndi~ (Commercial) for the year 
ended 31 March 2000 wherein performance arid p'urchase of honey processing 
plant at Kandrori. was commented upon. It was stated in the para that against 
the projected profit of Rs.0.61 crore, the plant ~ad incurred loss of Rs.0.46 
crore .during the last four years ended 31 March 2000. The loss was mainly 
due to inadequate marketing arrangements. ; The Government· stated 
(September 2003) to COPU that the Company haq made arrangements for sale 
through .Bajaj Sevashram Limited, Udaipur an4· sold 8,78.4.4'0 Kgs honey 
during 2000-01 and 22,464 Kgs during 2001-0'f. The Company was also 
exploring marketing of honey through other dealet;s. 
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The purchase of 
raw material in 
offseason 
resulted in 
incurrmg of an 
avoidable extra 
expenditure of 
Rs.54.35 lakh. 
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Scrutiny ~f records revealed. (May 2007) that during the last five years ended 
31 MarcH 2007, fue plant incurred loss of Rs.46.34 lakh against the sale of 

I 

Rs.15.16 [akh made during this period. The Company had projected loss of 
Rs.58.891lakh against the projected sale of Rs.l.01 crore. The details are 
given in 1\nm.exure-XV. The capacity utilisation ranged only between 1.63 
and 6.76 ~er cent as against the projected 80 per cent capacity utilisation in 
the revised (March 1997) Techno Economic Feasibility Report. As analysed 
in audit, 1bw capacity utilisation was mainly on account of inadequate working 
capital an~ consequent non-procurement ofraw honey, low storage capacity of 
35 MT_ ia~~nst the requirement of 90 . MT to reach at break even, 
non-avmlabtlity of cold storage to keep Hidroxge Methyl Furfural of raw · 
honey atl acceptable temperature level and inadequate marketing. The 
Compan~ also did not explore marketing of honey through other dealers as 
promised to COPU. 

Keeping in view the ground realities, the BODs decided (September 2003) to 
close do.Jn. or to lease out the plant. The State Government, however, decided 
(Decembbr 2003) to revive the plant and the services of Vice Chancellor, 

I 
Himachal Pradesh University (an expert in bee keeping) were sought for this 
purpose. I The Vice Chancellor submitted (January 2005) his report and 
suggested ways and means to revive the plant. His suggestions had not been 
iinpleinexhed so far (September 2007). 

The Govlmment stated· (September 2007) that various market strategies were 
being adbpted for sale through different agencies and interested parties. A 

I 

proposal had been sent to the GOI for 50 pet cent subsidy on total project cost 
I . 

·of Rs. 55i lakh required for up-gradation of the plant and a 100 MT capacity 
cold storage would be established. The reply is only an after thought as during 
the last fife years under review, the Management had not made such efforts. · 

Avoidabll extra expenditure 

I 
2.2.22 Maize, de-oil rice bran (DRB), rice polish, soya flaks, wheat-bran and 
de-oil mbstard oil cake (DMOC) are the main foodgrain ingredients for 
manufacthre of cattle feed. These foodgrains are available at cheap rates in 
the markbt in two seasons of the year i.e. April to June and September to 

I November. · 
I . . 

Test check of records of cattle and poultry plant at Parwanoo revealed that 
quring tHe last five years ended 31 March 2007, the Company purchased 
(through bpen tenders) major portion of foodgrains during off season when the 
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rates were higher as compared to the rates durillg the season as indicated 
below:. 

1 Maize 428.14 1,798.97 2,227.11 9.76 
2 Rice Polish 242.00 458.72 700.72 3.16 
3 De-oil Rice 1,868.41 7,067.34 8,935.75 45.00 

Bran (DRB) 
4 So aAaks 290.71 378.07 668.78 56.53 1,917.63 7.25 
5 Wheat Bran 149.66 118.08 267.74 44.10 813.00 0.96 
6 De-Oil 912.30 1,963.52 2,875.82 68.28 697.22 13.69 

;3891.22; .11784.70 ·. 15 67582~; 79.82; 

Source: Compiled from the relevant records of the Company. 

It would be seen from the above that the Compan~ purchased 75.18 per cent 
of its total requirement of foodgrains during off s~ason resulting in incurring 
of avoidable extra expenditure of Rs 79.82 lakh .. For the purchase of 
11,784.70 MT foodgrains during off season,[ the Company required 
Rs.4.62 crore at the rates prevailing during the sea~on. Even if, the Company 
had arranged the above amount by availing overdr~t from the banks for nine 
months, the Company could have saved Rs.54.35 lakh after adjustment of 
interest of Rs.25.47 lakh payable to the banks. 

The Government stated (September 2007) that thert? was no loss on account of 
procurement of raw material during off season as the Company was 
recovering full cost of feed. The Company neither had funds to built up stock 
of raw material nor intended to built such inventocy due to short shelf life of 
raw material.. The reply is not tenable as purchase of raw material during 
season at cheaper rates would have increased the ptofit of the Company. The 
contention of the Management that the raw material had short shelf life is also 
not tenable, as the suppliers from whom the Compriny purchases raw. material 
during off season purchase the same during season and store the same for sale 
in off season. 

Trading in items not covered in the Memorandum and Articles of 
Association 

2.2.23 As stated in paragraph 2.2.1 supra, the Company was running 20 
trading units and one petrol pump through out the State which deal in sale of 
trading items such as cement, iron and steel, bitumen, tyres and tubes, 
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The sale of items 
not covered in 
the objectives 
increased from 
33 per cent in 
2002-03 to 
71 per cent in 
2006-07. 

Ten trading units 
were continuously 
incurring losses 
and loss suffered 
during the period 
2002-07 by these 
units amounted to 
Rs.1.59 crore but 
the Management 
did not take any 
action to improve 
their working or to 
close these units. 
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batteries, petrol and diesel, etc. which are, however, not covered in its 
objectives as included in the Memorandum and Articles of Association 
(MAA) of the Company. The sale of items not covered in the objectives 
accounted for 33, 36, 42, 62 and 7 1 per cent of the total sales during the last 
five years ended 3 1 March 2007. The Company was concentrating more on 
trading of items not covered in its objectives resulting in lack of overaJI focus 
in achievement of main objectives. Though the trading activities not covered 
in the objectives were approved (June 1995) by the BODs, formal amendment 
in the MAA wa yet to be carried out (September 2007). Thi was a l o pointed 
out in the Report of the Comptroller and Auditor General of India 
(Commercial) for the year ended 31 March 2000. The Government stated 
(September 2003) to the COPU that the propo ·ed amendments to be 
incorporated in the MAA of the Company were being examined. No further 
action had, however, been taken so far (September 2007). which was 
indicative of an indifferent attitude of the Management. 

The Government stated (September 2007) that the above mentioned items 
except bitumen arc incidental and ancillary to the attainment of main objects 
and hence there was no need to carry out amendment in the MAA. The reply 
is not tenable as the items which are traded are not incidental or ancillary to 
the attainment of the main objectives of the Company. 

Performance of trading units 

2.2.24 Scrutiny of records (May 2007) relating to the trading units revealed as 
under: 

• Out of 20 trading unit and one petrol pump, only two unit (Shimla and 
Chamba) earned profit of Rs.40.83 lakh during the last five year ended 
31 March 2007. 

• Nine· units earned profit of Rs.40.01 lakh and loss of Rs.76.32 lakh 111 

different years during 2002-07. 

• Remaining lOs units were continuously incurring losses. Their loss during 
the last five years ended 3 1 March 2007 amounted to Rs.l .59 crore. 

• 

• 

s 

Out of above I 0 units, six • units were under the direct supervi ion of a 
Deputy General Manager tationed at Dharamshala. Their loss during the 
last five years amounted to Rs.I.04 crore. 

The Management did not take act ion to improve the working of the trading 
units or to c lose the e units. 

Jaclzh. Pan~·anoo, Rampur. Morinda. Mandi. Kullu, Bilaspur, Solan and Nalagarh 
Kumarsain, Rohru, Nagrota, Paonia Sahib, Dlwramsslwla. R.O. Morinda. 
Jmvalamukhi, Amb, Una and 1/amirpur 

Dharamslwla, R.O. Morinda. Jawalamukhi, Amb, Una and Hamirpur 

56 



Chapter II Performance Re~iewirelating to Government companies 
iWi! !E!fWji!fdt .. ,,g ...,..,."""'.~ < "'' 

Sundry debtors 

2.2.25 As per credit. policy of the Company, credit sale to the Government 
Departments .. was permissible subject to · the: condition that amount was 
recovered in the same financial year. For credit sale to private parties, officers 
allowing such credit were to be held responsible:for recovery of the dues. 

Position of debtors as on 31 March 1999 was c~mnnented upon in the Report 
of the Cmnptroller and Auditor General of In~a (Commercial) for the year 
ended 31March 2000. The Government stated (September 2003) to COPU 
that the position of debtors was being monitored on monthly basis and efforts 
were being made to reduce the outstanding pdsition to the bare minimum. 
Despite above assurance to the COPU, the Man~gement did not make efforts 
to recover the old debts and as a result the debts' increased from Rs.2.21 crore 
(March 1999) to Rs.4.28 crore (31 March 2007). 

Age-wise position of the outstanding debts of Rs.4.28 crore . as on 
31 March 2007 was as under: 

(Govemmellllt Departmellllts: Rs.403.40 lakh, Priivate: ru.24.83 llakh) 

Source: Compiled from the relevant records of the Company. 

Scrutiny of records relating to sundry debtors revealed as under: 

\\} Debts of Rs.3.41 crore as on 31 March 2002,increased to Rs.4.28 ctore as . 
on 31 March 2007. 

® Debts of Rs. 8.13 lakh pertaining to private parties were outstanding for 
recovery for more than three years. 

® Debts of Rs.32.34 lakh pertaining to the G<j>vernment Departments were 
outstanding for over 3 to 15 years. The !reasons for debts remaining 
outstanding for such a long period were not analysed/brought to the notice 
of BODs. 

® Recovery of debts of Rs.37.68 lakh (Government:Rs.23.85 lakh and 
private parties: Rs.l3.83lakh) were consider~d doubtful of recovery by the 
Management. Debts of Rs.13.83 lakh pertaining to private parties were 
under litigation as on 31 March 2007. . 

® There was no pra~ti~~ of recei~hig c~nfrnn~tion of outstanding balances 
from ·the debtors before preparation of rum,ual financial statement each 
year. 
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.. ® . The resbon~ibility for not recovering the amount of credit sale to private 
parties Was not fixed on the officers concerned as per the credit salle policy 

I 

of the lompany. 

The Goverkrnent stated (September 2007) that special drive was being 
launched td recover the outstanding debts an.d action would also be initiated 
against thoJe who fail to recover private debts widi,ip,the stipulated time. The 
reply is not tenable as the effectiveness of measures being taken. would be 
known in cthe course and the Company failed to honour the commitment made 

, to ~COPU, .ih September 2003 regarding efforts to reduce the debts to bare 
nririimum: [ · 

.. , I Irt~nn][)~~e!ll" ·. . ., 

Mcmpowel!' mal!lagemel!lt 

2.2.2«P The
1 

Company has not fixed norms for deployment of staff with 
reference to actual work load in the field mrits and at the Head office. 

The ManJgement assessed (2001-02) 80 employees as smplus in the 
Company. I As against this, the Company was able to reduce the strength of 
surplus manpower to 21 as on May 2007 through absorption in other 
Governmeht departments/voluntary retirement scheme. During 2003-07, the 
Company paid Rs.l.l 0 cron~ to above 21 surplus employees. 

. . I . 

The Govemunent stated (September 2007) that the number and salary of 
·' excess em~loyees was notional as the list of surplus employees was prepared 

in view of tritical financial position of the Company. The reply is not tenable 
as . the list bf surplus employees furnished to the State Government could not 
be treated 1as notional and the Company was able· to reduce the strength of 
surplus employees from 80 in 2001-02 to 21 up to May 2007. 

Ul!lduae beJefit to daily wage wolf'kel!'s 

2.2.27 As ~er instructions of the State Government (April 2000), daily wage 
workers oflru~ Government Departments/Undertakings having completed eight 

, years of continuous service as on 31 March 2000 were eligible for 
reguliari.satlon. H was observed (May 2007) that the Mariag:i.ng Director of the 
Company tegularised (March 2003) eleven daily wage workers who had 
~omplet~d :only two to four years of c~ntinuo~s servic~s as on 31 ~arch 2~00 
m vwlatwn. of the State· Government mstructwns. This resulted m extensJLOn . I . . . 
of undue benefit of increase in salary and wages by Rs.12.98 lakh to these 

workers. I . . .·. . .. ... . . 
The Govemment stated (September 2007) that' the BODs was a competent 
autho~ty thich works like Government.for employees ofthe ~~mpany. The 
reply .1s.-n0Ltenable as.J:he .MD- of the Company.· took the dec1s1on and even 
BODs can.hot go beyond the instructions of the State Government 

I 
. . 

. . ; . ' ·.· ~ 

I 
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Irregular promotions 

2.2.28 The BODs decided (June 1996) that for promotion of officers of 
Class A category in future, the Departmental Promotion Committee (DPC) 
would consist of Commissioner-cum-Secreta.fy (Horticuhurre), MD and 
Ge11.era.l Manager of the Company. It was noticed (May 2007) that the MD 
:fiUeq {May 2002 and May·2004) four Category ':A' posts without the approval 
of the DPC resulting in non-compliance of the deCision of the BODs. 

The Government stated (September 2007) that the decision (June 1996) of the 
BODs remained inoperative and the promotion was made as per notified R&P 
Rules. The reply is not tenable as during Apnl 1997, the promotions of some 
other officials were made by the DPC as per decision (1996) of the BODs. 

2.2.29 The MD changed (September 2006) the initial cadre of a Laboratory 
Assistant appointed (December 1981) as Clerk with retrospective effect and 
allowed him promotions up to the level of Marketing Assistant (June 2004). 
The promoted official had neither the required experience of seven years as 
Senior Clerk nor he had qualified the Departmental Promotion 'fest as 
provided in the Recruitment and Promotion Ru~es of the Company. As per 
instructions (January 2003) of the State Gov6rnment, such matters were 
required to be referred to the ·Committee consisting of Finance Secretary, . 
Administrative Secretary, Secretary-cum-Director fustitutional Finance (Dl!F) . 
and MD and thereafter, approval of the BODs was required. This resulted in 
violation of the State Government instructions and undue favour of Rs.8.08 
lakh to tbe employee on account of increase :i~ salary and wages up to 
March2007; 

The Government stated (September 2007) that as per R&P Rules, the MD. was 
fuUy competent to change the cadre. Government was silent whether this 
could be done retrospectively for duties not perf<:>rmed as clerk. The reply is 
not tenable as the same is at variance with the instructions of the State 
Government and the concerned employee was . not having the required 
experience. 

2.2.30 Marketing is the backbone of an organisation. · Production also 
corelates with the marketing efforts to avoid locking up of funds in inventory. 
There were eight Marketing Officers (MOs) and six Marketing Assistants 
(MAs) in the Company who were posted in different branches/units. Scrutiny 
of records revealed that the Company had not framed any marketing policy for 
selling its products. It never held any seminar of prospective consumers with 
a view to educating them about the suitability· and benefit of buying the 
Company's products. The Management also did not fix ·any targets of sale to 
be achieved by the above MOs and MAs. Tholl!gh, the annual incidence of 
their salary and wages worked out to Rs.45.65 ·lakh, there was nothing on 
record to show that they procured any orders for sale of Company's products. 
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, ·~:si~~s.··~:[~~~· =~·~~~·~:~ :::~:e;l~y·e~·:bet::~n-·~:~e:::: l~~:··:d· 
• April 2007j in other Government Departments on deputation basis and they 

could be tepatriated to the Company at any time by the borrowing 
. departmentk. The Company has not established any distribution/dealership 
· retail net w:ork for sale of its products and its trading units are located only in 

cities and t0wns. _ 

I The Govelment stated (September 2007) that the. Marketing Assistants were 
not MBAs [experienced in marketing. They were from cadre of Clerks. -The 
reply is n9

1

t tenable as h was for the Company to recruit suitable MOs and 
MAs or to give training to th{! MAs who are from the cadre of Clerks. 

I . -

! r·c@rrj~~~te~g~verll1lafmc~~- ' 

2.2.3], Co~orate governance is the system by whichcompanies are directed 
and contro~led by the Management in the best interest of the shareholders and 
others stake holders ensuring greater transparency and better and timely 
financial rJporting. The BODs is responsible for governance in the Company. 

In this regLd, Audit observed the following: 

e:> As agJnst four meetings of the BODs to be held in a year under Section 
285_ ofi the Companies Act, 1956,the Company held three meeting each 
dunng/2002-03, 2004_~~? (illd2005-06. · 

® The F~nancial Commission-cum-Secretary (Finance) did not attend any 
meeting held during 2003:-04 and 2005-06. 

© One n~n~official Director did not attend any meeting during 2002-03 and 
2005-q6 .. Similarly, two other non-official Directors .during 2003-04 and 
2004-05 and three non-official Directors during 2006-07 did not attend any 
meetirlg. · ._· 

I -
o The budget proposals prepared by the Company were not submitted to the 

BODs 'for consideration. · 

o The BODs did not discuss measures to increase production and sale. Thus, -
there ~as lack of policy initiative relating to production, marketing and 
improtemeint in working. . _ · 

The Gove~ent stated (September 2007) that the audit view point had been 
noted and being advisory in natme, the same would be placed befor~ the 
BODs for information. 

l,mten:n2lll.~@l!ll1tli-_@B •. .~. . I 
I I· . - . 

. 2.2.32 · In~emal control is an integral part of the process designed and effected 
· by the Management of an organization to achieve its specified objectives 

ethically, economically and efficiently. H helps in creating a reliable financial 
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and management information system (MIS) besides facilitating effective 
decision making. Internal control system is most effective when it is built into 
the entity's infrastructure and -is an integral part of the essence of the 
organisation. Internal audit is an important part of the internal control system. 
In order to streamline the working procedure and exercise effective internal 
control upon its activities, the organisation should have functional and internal 
audit manuals. 

Audit noticed (May 2007) the following deficiencies in the internal control 
system: 

@ The Company did: not have a well defmed MIS·. It did not maintain a 
centralised database. Information source and information use centers were 
also not identified to effectively channelise the flow of information for 
decision making. 

@ The information and statistics available in regflfd to periodical progress in 
manufacturing and trading activities vis-a-vis laid . down performance 
targets were inadequate and insufficient to identify the areas of deficiency 
for suggesting remedial measures. 

® The Company had no system of performance appraisal of activities with a 
view to assessing the extent to which it was able to promote and achieve 
its main objectives. 

® The Company also did not have a system of periodical reporting through 
monthly/quarterly/six monthly returns to the top management indicating 
factual position of working and recommendations/follow-up required. 

<:!! The Company had not prepared functional and internall audit manuals so 
far (September 2007). Non-preparation of manuals even after more than 
three decades of its existence was indicative Of lackadaisical approach of 
the Management towards developing an effiCient and effective working 
procedure and internal control system. 

® The internal audit was being got conducted year after year from a finn of 
Chartered Accountants at a fee ranging between Rs.0.60 lakh and 
Rs.0.70 lakh per year. The report is submitted yearly. Though, the reports 
were generally submitted to the MD, there w~s no system to monitor the 
follow-up action on the reports. The Company did not maintain a 
consolidated record to show tlle number of observations settled as a result 
of follow-up and those remaining outstanding for want of action. 

® Though, the duties of the internal auditors, biter alia, contain review of 
policies, procedures and internal control system of the Company yet their 
reports never contained any observatio~ in this regard. 

·The Government stated (September 2007) that the Company had maintained 
centralised database and different matters were: regularly reported to the 
BODs. A system of monthly reporting on perfom1ance of units was in vogue 
and reports and suggestions of internal auditors wete considered appropriately. 

61 



Audit Report1 (Commercial) for the year ended 31 March 2007 
'"*"+' Q¥¥&M•"AA'3· -••iiii!tP&f59••-F•ii~E6!· ;,~i@'O§@.,Qljii!Wi@;..fd-fSEWiii +froi&WQ ·ri*?!i!t t· ··•d •9 9 ;; 141i!!I<Wfi!f!if1 I 

The reply ~s not tenable as during the currency of review as well as in the 
I 

meeting ofj ARCPSE, the Management did not produce to Audit any database 
for scrutiny. The actions proposed to be taken to improve the working were 
also not pl~ced before the BODs. The Company could not produce detail of 
observatiobs made by the internal auditors during the period of review and 
which w1 outstanding for compliance as on 31 March 2007. 

·I Ackno\Vledgemejlt "·.::.·1 
, 2.2.33 Au~it acknowledges the co-operation arid assistance extended by the 

Company ~nd officers of the State Government at various stages of conducting 
the perfonbance audit 

I 
I Cond.usio~'·'· J·l 

'JI'llne Cq])m~~miRy did not d1raw any Rmng-teJrm JPlllan Jfor acllnftevement of its 
maftnn olbje:c11:nve olf Jpnromq])ting agJw-base([][ iumd11llStries ftn the §rote. Ill: ilid nnot 
plimn arm1lllal activfttbies wellli befl[):re the commencement of fi.nnand.a! year iin 
consmtat11:iibnn wiitlln §11:at11:e Gove!r'l!mllent J!)epalr'tmentl:s, which were the main 
b11llyeJrs olfiCompany's pm«l!Mds. Out of five p1roductnon umiitl:s, tlburee mrlts 
weJre nnc11lllrl!"nng Rq])sses col!ll11:inunonsly on acco1lllllllt of nq])w capadcy utilisation 

. I . 

due to llaclk.: olf adle([]l11lla1te !Il!eman([][ lf:rom the §rote Govermnennt DepaJrtments 
I 

and ftnabiillity I[)[ tllne Company to ma~rket iits products in the open maJrket. 
1Un-econnoMc opeJratl:imn of tradJing umts annd S1lllJrplus malllpowe!" aliso 
contl:Jriihut~d to losses olf the Company. Management information and 
iinnteJrnnall ~mntJroll systems welt"e deficiient am:!! tllne system of aJlllp:rauisall of 

- I • . JlllC!lliOJrmannce was nollll-eX!lstent. 

I I Recomirtim:ll~tions · .· :~ ,, - I 
I 

@) The Company sllwuid focus on nts main objectives. lit nneeds 1l:o plan 
I . 

aruma! actiiviiti.es well[ before the commencement of fi.nanciia! year inn 
I 

consuJita11:iion wiitl:ln Statl:e Govermnent Departments, which are the main -
I buyers oif Company's products. 

® Capadity uttiliisattiolll of p1roduction units should be inncJreased and 
concetted efforts should be made to sen its products iin the open 
markJt. 

s The JoJrlk.:ing of lloss making trading units should eithell" lbe impJrovei!ll 
or theke sholllllli!lllb>e dosed wiithout further delay. 

® Mana~ement · inlformation and iinternal control .system llleeds to be 
strengthened arrnrlltthe system. of appraisal of performance pull: in place. 

• It shord formuDate ... aggressive production and marketin~g policy. 

I 
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The C([])Bl!llJPl~ny int!:Jm«llunced (1~~3) softwa~re c(])IIIIll]pnrntel!"iised Cellll.t!i~ll JH[([])tell 
Resenattimn §ystemm Jt'm· liJI([)teR ll"esenatli([])nn facility at CeJmtmll Reserv.atll([])lffi 
0Jfifice9 §hlml!a. · The softlwall"e was got modffied (§ejpltemben- Z@@@) as web · 
el!llalblled S([])iftw~Jre fn-onnn Natimnall lilmft'oJrmatiics OeJrn.tn-e. 

' 

Some ([])[ tlhle linnnjp>@ll"tal!llt f'nnndiilllgs 21s a Jresunllt ([j)jf aund.~t are menntiionned lblei([])W~ 
' I 

(Pamgmplks 2.3.8) 

(Pairagmplks 2.3.11 alld 2.3.13) 

(Pal!'agmplk 2.3.18) ,, 

(Pamgmph 2.3.20) 

Z.3.:H. The Himachal Plradesh Tourism Development Corporation Limited 
(Company) was incorporated in September 1972 as a whoHy owned 
Government Company with a view to providing a complete package of 
tourism services :induding accommodation, caterihg, transport facilities and 
sports activities. 

The Company introduced (1993) computerised 'Central Hotel Reservation 
System' (CHORES) fm hotel reservation facility only at Central Reservation 
Office (CRO), Shimla. The CRO reserved the hotel rooms on the basis of 
requests obtained from· various marketing offices/hotels/tourist information 
offices/general salles agents/travel agents and sent the dailly reservation charts 
of reservation 'Ior· each hotel at least three: days in advance using Company's 
vehides, public· transport system, fax, telephones, ~tc. To overcome various 
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shortcomiJgs of the existing software, the Company got the CHORES 
modified /(September 2000) as web enabled software from National 
Informatics Centre (NIC). 

As on 31 March 2007, the Company had 55 hotels (Hotels, Yatri Niwas, 
Cottages!Uog huts) having 1006 rooms and 10 marketing offices for hotel 

. I 
reservatiOn. 

I 
I' Orga~a~oh3I. set:-uP' ;' .' I 

2.3.2 Thl management of the Company vests in the Board of Directors 
consisting of 12 Directors including the Chairman (Chief Minister is the 
ex-officio Chairman) and Managing Director (MD) who is the Chief 
Executive. The MD is assisted in his day to day activities by the General 
Manager./The management of marketing offices/hotels/cafes is under the 
charge of Deputy General Managers/ Assistant General Managers/Senior 

I . 

Managerslanagers and Assistant Managers. 

Senior Ac
1

counts Officer (IT) is the overall in charge of computerisaion in the 
Company. · 

I 
I; Objecti~~s of'comput~H!ietll resenrlltioll ' .. ··. ' I 

2 3 3 Tli
l 0 b" 0 f 0 hi' . 0 d 0 • 

• • 

1

e mam o ~ectives o sw1tc ng over to computense reservatiOn 
(Internet) !from central reservation office are to: 

e dlentralise the hotel reservation from the centralised booking; 

a provide easy access to the customers/tourists to know about the 
alailability position of accommodation in the Company's hotels; 

e make the reservation process easier at marketing offices/hotels within 
add outside the State; · 

® kJep proper track of reservation and cancellation made by the 
I cqstomers and to help them; 

• re1~uce the gap of communication between the customers and the 
Company's hotels where the customers actually check in; 

I 
• iJcrease occupancy in Company's hotels; and 

® plovide facility to the customers to know about the various tourist 
spots and Company's properties in the State web site of the Company. 
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2.3.41 The IT Audit of records relating to reser\ration of hotel rooms of five1 

out of 10 marketing offices and 122 out of 55 hotds!yatri niwasllog huts in the 
State was conducted during March - May 2007. 

2.3.5 Objectives of the IT Audit were to evaluate: 

o reliability, integrity and authenticity of the data; 

o availability of the data; 

e safety and security of data; and 

® IT environment in various booking centers and availability of related 
documentation. 

2.3.6 The audit criteria used for the IT audit were: 

The IT best practices; and 

o The business rules for the charging of fares. 

2.3.7 The methodology adopted for attaining audit objectives with reference 
to audit criteria was as under: 

2 

~ Review of agenda and minutes of meeting of the Board of Directors 
(BODs) and Committee constituted by the BODs. 

e Study of the computerised system. 

0 Before commencing audit, the audit objectives, criteria and scope were 
discussed (March 2007) with the General Manager (HPTDC) in an 
entry conference. The audit findings were discussed (May 2007) wiili 
the Managing Director (HPTDC) in an exit conference. 

Marketing Offices: Chandigarh, Delhi, Kullu, Manali and Shim/a 
Hotels: Holiday Home, Shivalik, Peterhoff, Kunzum, Manalsu, Log huts, Hadimba 
huts, Beas, Sarvari, Silvermoon, Castle Nag gar mid Himachal Bhawan 
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Therewasrrno 
password, backup 
and Business 
Continuity Plan 
policy fto ensure 
security of the 
System and data. 

The System had no 
module for 
accounting 
purpose. ' ' ~ : 
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I 
I Audit fm~i~gs: · .· · :J 

I 

2.3.8 ThLgh the company decided to go for computerisation in 1993, it has 
not yet fratned any policies relating to computerisation. Some of the important 
policies Which have not been formed include the 'Password policy', 'The 
Backup Pdlicy', 'The Business Continuity Plan' and above an the company's 

I 
IT strategl 

Test cheeR of 17 units revealed that trained staff was deployed only in five 
units for h~ndling advance reservation. In remaining 12 units, either the staff 
was not trJined or computers were not available for online reservation. In the 

I 

absence o£ adequate on the job training, users were not able to handle different 
modules. 

The Management accepted (May 2007) the audit obs~rvations and stated that 
efforts wortld be made to provide in-house training to/the officials. 

1\.T dl . if . l. . . . HtOn-cmn ucting o post zmp ementation revzew 

2.3.9 Polt implementation review is necessary to evaluate as to whether the 
System mJets the envisaged requirements. Audit noticed (May 2007) that the 

I 

Company had not conducted post implementation review on the working of 
the softwate. 

I 
I System shpncomings , · ·· · I 

Lack of Jcmmting module in the system 

2.3.10 Thl System had no accounting module. The System was being utilised 
for electrohlc blocking of rooms, confirmed reservation of rooms vis-a-vis the 
availabilitY position of accommodation which was electronically processed by 
the Systerh. The System also did not produce daily/monthly returns for 
inter-unit ~djustment of reservation amount and calculation of commission of 
General S~les Agents or Travel Agents. This was being don~ manually by the 
accounts officials. 

The Manakement stated (May 2007) that the matter regarding providing of 
accounting module was under consideration and the needful would be done in 

I the next pHase. 
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System did iaot show effective mtes 

2.3.H Though; the customers can view discotiht offers, the System gives 
. I 

actutal tariff. instead of the discounted rates when he enters the reservation 
menu and selects for reservation in hotel where di~cmmted tariff is applicable. 

It was noticed iri. audit that: 

o the System did not display the room rent with Europ~an Plan (EPi arid': . < 
Continental Plan (CP)4 distinctly; . · 

Ill in six5 hotels, the System failed to ensure ,the collection of Modified.· 
American Plan (MAP) 6 charges duriqg May ap.d June 2006 as the Systefii' '; 
did not display the MAP based tariff of rooms.: It only reflected room rent 
on EP or CP basis which was fed in the System;; 

0 the Company decided (November 2005) to aUbw 30 per cent discount on 
room rent to senior citizens in aU hotels duriqg season and additional lO 
per cerit over and above the discount.announded in off season. Similarly, 
the privilege card holders were entided to 2Q per cent discount on ilie 
charges for accommodation, food and beverag~s in addition to the discount 
announced by the Company from time; to time subject to a maximum of 50 
per cent. During test check of computerise~ system for reservation of 
rooms in hotels, it was noticed that the Syste~ did not contain the facility 
of providing discount on reservation of rooms! in hotels to senior citizens 
and privilege card holders at the time df on lineireservation. 

! 
The Management stated (May 2007) that the !Company offered various 
discounts from time to time and the same were s~own under a separate icon 
"Special Offer" and that the matter would be considered for rectification 
during up-gradation of the System. 

Excess dedlltction of commission 

2.3.12 The Company started (May 2006) on-line advance reservation of hotel 
rooms (through credit card) through HDFC bank! at 5 per cent commission 
from May 2006 and 3.5 per cent from January 2007 which is deducted by the 
bank itself .. 

I. 

Durin.g audit of computerised reservation system in: Marketing Office, Shlrnla, 
Audit noticed that the System did not display the\ discounted rates of rooms 
rent for monsoon and winter seasons with the result the. customers made 
payment as per actual rent through credit card and\ commission was deducted 
by the HDJFC on the actual rent instead of on discqunted rent received by the 
Company in its hotel. This resulted in excess #duction of commission of 
Rs.0.15 lakh by HDJFC bank on discount of Rs.3~22 lakh (allowed betWeen 
May 2006 and March 2007) and resulted in loss to the Company to that extent. 

3 

4 

5 

6 

European Plan means tariff of room , 
Continental Plan means tariff of room includes breakfast 
Silvermoon, Sarvari, Beas, Rohtang Manalsu, Kunzuin and Holiday Home. 
Modified American Plan means tariff of room includes breakfast and lunch or dinner 
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The Manlgement stated (May 2007) that online advance reservation was 
started frbm May 2006 through HDFC bank whereas the System was 
developed! in September 2000. It was further stated that the matter would be 

, considered for rectification during up- gradation of the System. 

· Ge~emtio~ of fauJty reporrts 

2.3.13 Te~t check of reports extracted from the System for 1 April 2005 for 
occupancY of all. hotels revealed that the percentage of occupancy of some 
hotels wa~ shown as negative. 

Various . ~eports extracted from the System revealed that the booking 
, office-wis1e business reports reflected Rs.158.08 crore as net amount of 

· :i\ ' ,~dvance r~servation for 2005-06 ~hereas the final accounts of the Company 
· : .. :.reflected the total room rent income including booking through the System for ,-< •.• -. I 
.: : ·. ·the same year as Rs.15.84 crore only. Thus, the reports generated through the 
·• ' System were incorrect and misleading. . 
. I 

The Management stated (May 2007) that the error had been brought to the 
notice o_f lthe :NJI:C and the same would be corrected in the software of hotel 
reservatwn system. 

Faulty ge~emtum of customer lde~tificatio~ ~umber (ID) 

2.3.14 TJe System generates unique customer ID for each customer at the 
time of r~servation. The test check of data, however, revealed that the System 

, , generate~ 58 duplicate customer IDs. Such situations may create problem to 
' the Comvany as well as to the customers. J[f two customers have the same 

customer liD and one of them approaches for cancellation of reservation, the 
System may cancel the reservation of other customer too who has the same 
customer liD. _ 
Test cheek of the data revealed that the System had not generated 1,089 
customer ID numbers during September 2000 to March 2007. The missing 
customer IDs might have posed problem to the Management as well as to the 

· customers at the time of check :i.n. 

·· : The Man~gement stated (May 2007) that such mistakes happened som(1times 
: ; due to tecl hnical snag in web server. 

t· 
• I 

Less realisatio~ of adwa~ce room re~t 
. I 

2.3.].5 The Company revises tariff of hotel rooms from time to time after 
analysing the occupancy or after providing extra facilities in the 
accommdldation. · The Company generally revises tariff from 1 April each 
year. 
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. ~ ~ ., ~ ~· 

-·-----. ---------------:------,------
During test check of reservation of rooms through computer System in three7 

lin 12ninge :3bBtrPOJfi~id~,w,~~-po,t~ctn:M!W:t)~pf(;tf¢.t;RfJU?R:fllS;;i9[~e §;y,-l}teJUr~s not linked with 
the date IT9YbmlVS!k!!b,}p:!i9iif! !Wfl.§ \~f:l:~RtiY~i~·mhP.h5mgh4Aariff simply over 
wrote the existing rates. l'his resulted in less realisation of advance room rent 

,-------------------2!.. Rs.:.O.O§Jakp._~:dn.g)O_Q1::08 -0.!" _s~~~!_Y_~tion j_l!),~<f-~_!1P.JQ_¥arch 2007. It 
1 \0-{){)0S: l · 60-cOOid~pli~e.d.l~ej CpJjllp6l!)cy lofeth~JR,@pfit of enhan~eq~·!JJJNooe..tf-};f?om rent to the 
:;------:..+-·--:-·--:--·aoov:-eexteiilf--~=-·;----r-~-----:-··-:--------··-~------- .. ~:-! 
1 C:Ol?.cC: j 3Ed,Q:.. : o~f-.cE.: i {.>~, cc:;; 1 l c0.\1 l ! bsv1~?.~n non::;g;;;nm1 if>Jo i i 

r-Q"Q"~;-----isoc,.~---rrsaM~nag~~~~f;stateF~~~~ 2qm~;fg~b1!:9~o~~\f~r~q~1,p(room rent was 
~--. -----~-------c(!>llected-by-rthe-:-c~mcemeq-;:umt-ati·check-'m~t11me--an,d-that1;!Ie matter would, 

I 01 Q,~ I I f>J>S h?~bv~r, be p8B~itlerectjfBfte~tifictt~?Rt~~f1Jij;~Rr~§X~9¥}~~-P~gf!the software. 

J 1 F,ailure to c~ub differenf category ~f moins thmugh::lDu!' !System 

j"Qs::=. 1--~ E l-_ ---2[31:16 Th~;d-:i[t~-dlff~~ehfi ~~tegohes 1!0f l~d~s3:i1l~(@;~p~if-;} s hotels. The 
I I . c;ompany cHanges the category of ro6fuS'J ftloiffl 1 tr'riie"f~Ftiliie i after providing 
I i e:X.tra facilitids. ·t ! <':JJJ;·r :o?ldJ;Jilqq.s , 
~--------,---------F-··-----------~·-- ---------··· - ·-:-·----- ·---·--r-·----····----·---··--·-·--

1 oc:.~~a i cO.cQ duffn.~)test bti6ck:2of tliersyJtem Jf dh:W~~:''iilBte11°r:es~g&iif6b; it was noticed 

~ j · t~at afte_r del~tion of on~ category ~f ~ggf±gff~~mJ¥~~J}J~&~j~d m~rger of the 
1 ! s~me With o~her catego~y, the romp.s of ear her c~tfi&Bni:JS<r~~ned m the data 
!--,-c---t-~ ---fi~e;1hough-t¥e~- ~ere· s~9~~.~as-mtrge,~~~dr~~~~~:ot~~;~~~-!~g~~Y in the master 1
1 0\.ck ! c"·.f> fite1 -a~ the ~y~tem_ upd~tes·'th~ ad~~f~~~-~~P"_,-~r~~{~:~~W_.}::~9us, the d~leted 

I qtegory of rooms IS aV1plable Ill th~ m~r~e~ sa.-!~g?,Q/_ rorj\t@t!r reservatiOn. 
I J I ! ~ JJ~JO.J OJ c.:JJ.::) 1 ~l-0.-.)J.t!.ql..ln t-.:h.I ; 

I · I 'lf'i · H1 h bl i h b iki f'f" · 1 f" net·ilf:dknw~Jd! h · L-----·----------.Jl-0-cope-wit _t e. pro ems,-t e- oo . ng-o -ICia s- .rr.s -extracte ! t e reservatiOn 
. . ch~ of .that hotel and aftt:(r merging/deleting th~ one categ9ry of rooms and 

0~ 25~nJwbs 1 w 1~l,g~i~6c6i!fithiaHHi's1f~?~dl?ttib1P1W~B.~E§yts1eiWih''iflbe~@{'g~d category at nil 
m fit)rri '113'' i>WJ drl')orhu dl.r'V r:1-14~ 0T·lli~l(l rv=.,cN,'d.,5f1 r-:~gm:n rtDrH·r.IL-:nnt\:) li.llt1h":1 S t t "d · · "" ~- · --- il varrces uia;n.ua · 1 . . s srrom ·nav"'~oeen ao e:mrougu e ys em o av01 
1eq ;;:.s ::?DBm no8feH8aHn1~¥frei noi:l!>Ll5"Jrr£::> io ::rgmn~~nec: m Doa-wqmo:; 
e1sv:· oriv1 ~~nG2.1C:KJ 3fiJ 1GI11 b~JiJ~Jibni J1 .noilsi1:r.Jf1H~ JsjoJ 01 :.?:sl;:;~r ~3Jdr::>iiqq,:; 
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Nmn=releasing of uuwccupied reservatimn Jr_o~ th
1

e System 
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'flhle System does 2.3J.7 As per Company's policy, 100 per cent of the room rent for the frrst 
llllo1l l!"eBe&Se - rl d co ·~:> t £ -- b.. . t r.~. "'~ t b ,, - - "l d ., d 
unlllloccunJllli\e(![in~:) -i~~::\.. ms ,m4511Y:.r1!Q~J :P"' d?4fl;lw§l1i.BfO¥yS~ .. s.e.qp~n,_nJJ...~iYS.l~~e.3ctO!i. eorec~ve 10r. a vance 
l!"esenei!ll7oi1mts1. b::wb:J::.i1 J;~s~rJY.aJ!Ql1l'AfJ."OJ~l!nszhlJ~9mp.a:uy[~ h_o_t~la.ft:n zi '.J::JWJ'lDJ) od! 
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. lt'aru! 1tol!"e~Ei§uns_ll)l 5113b 3-riJf~€1~!1S-\1eff,;9fxl:}-fli.:MaJusljl~rt::>3 *J5.!Hl<t-.t~~J.~gJ,TI;l1QK)§,y.§.teJik9f1fltfferent hotels for <ot:sun 
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· the scheduled dates. The concerned hotds failed t_o cancel the reserv~fft?Jl~~~~~:o~; 
~rf:t b~vr:Jc'31 odvfr!!)J!ln~lJsiJiyst~mlJWtb.er.e:J~JlGh 1l'~s~r¥ati..C!.lls{»iel~e lm~d(drfQ1(fm0re than two da)_f§;,,.:;y;-:; ion 
!:lrD 01 1ohq no!1lD,l:\~2t~ .Q9.lJtJ~lQ.~i;Qgf:OfjS;Q;cbe~.:~s.~r:¥~dfttDQUJ.Sdfr:~$ the;;;S¥stem, the Companyud!~nwn 
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Due:too 
reser.vation of 
rooms;at nil 
advances, the 
ComP.anycould 
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cancellation 
charges of 
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I I 
The table below indicates the position of reservations· made against nil 
advances durihg 2002-07 and consequences thereof: 
. : I 

Total transactiob reserved 
I 

I I 
Total transaction cancelled 

I 

Transaction cadcelled out 
;f reservation rrlade against 
nil advances I 

Transaction cadcelled out 
' I 

of reservation made as per 
~pplicable rates! 
. I 

Percentage of cancellation 
.out ofreservatibn made 
a,ga!nst nil adv~ces to total 
cancellation 1 · 

, : I 
Percentage of cancellation 
against reservation made as 
per applicable ~ates to total 
cancellation 1 

19,051 

3,692 

2,928 

764 

79.31 

20.69 

,.,, ~··. 2oo6Co'if' 2005-06 .. , ' f 

23,579 26,426 29,638 35,903 

4,155 2,366 2,568 4,199 

3,460 2,219 2,441 2,910 

695 147 127 1,289 

83.27 93.79 95.05 69.30 

16.73 6.21 4.95 30.70 

rThe percentJge of cancellation of reservations made against nil advances to· 
., :total cancell~tion ranged between 69.30 and 95.05 which was very high in 

comparison to percentage of cancellation against reservation made as per 
'applicable rates to total cancellation. It indicated that the persons who were 
'allowed to rbserve rooms against nil advances took undue advantage of the 

, <facility and dancelled the reservation at will without keeping in mind the loss 
I 

.. ;to the Company. 

·· Loss of canclllation charges 

. :2.3.18 As plr Company's policy for cancellation of reservation, 80 per cent of 
: the advance J is refunded in case request for cancellation is received before 

':seven clear days or more before the scheduled date of check in. U the request 
I 

·for cancellation is received between fourto six days before the date of check 
:in, 50 per cJnt of advance is refunded. No refund is given if the request for 
cancellation 

1

is received less than four days before the date of arrival. 

' I Audit notic~d (May 2007) that in case of those customers who reserved 'the 
· rooms in hdtels at nil advances but cancelled their reservation prior to the 
: scheduled d~te of checking in the hotel, the Company could not recover the 
• cancellation charges of Rs.2.42 crore at the minimum rate of 20 per cent from 
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the customers due to reservation made at nil advahces as detailed below: 

.PartiCulars ~~~J:1:1:>' :::': · · 2002~03'11'0~ic, 2003•04 .. ,;;. 
Reservation amount 369.53 438.67 
of internet booking 
(in lakh) 
Number of units 36,137 44,156 
(rooms) reserved 
Reservation amount 1,023 993 
per unit (Average) 
(rupees) 
Units cancelled of 7,553 12,467 
nil advance 
(numbers) 
Reservation amount 77.27 123.80 
to be taken 
(in lakh) 
Minimum 15.45 24.76 
reservation amount 
to be cancelled at the 
rate of20 
percent 
(in lakh) 

I 
I 

:·.2004~051 
519.331 

46,850r 

1,109' 

24,04L 

I 

266.M 

: 
53.32: 

20.05-'06· 
598.88 

52,669 

1,137 

28,111 

319.62 

63.92 

2006~07' .. Total 
754.12 2,680.5B 

-, 64,835 244.64'7 

1,163 5,42i5 

36,211 1,08,3813 

421.13 1,208.4{3 

84.23 241.68 

It was noticed that the cancellation of reservation was being done manually 
instead of through the System. The System should have automaticaUy 
calculated the refund admissible and released the reservation. Audit further . I 

noticed that though the booking officials cancelled the reservation from the 
System, the amount refunded was not entered i'n the System .in most of the 
cases. Thus, the reports generated for analysing the booking office-wise 
business for the specific period did not reflect: the correct reservation (net) 
amount and defeated the very purpose of generation and analysis of various 
reports. 

Test check of expected arrival chart of custo~ers of seven8 hotels/huts for 
March 2007 also revealed that the booking officials of various marketing 
offices/hotels/tourist information centres reserved the rooms through the 
System at nil advances. The customers neither cancelled the reservation nor 
checked in the hotels on the scheduled date resulting in loss of cmcellation 
charges ofRs.3.81lakh. 

Failure to use transport rese111ation system software 
I 

2.3.19 The web site of .the Company shows the 1 accessibility to ili.e particUllRar 
place and also the transport·facility available m; Company's vehides lbut ttlbte 
reseJrVation in die Company~:s vehicles is not av~able online. The Company 

. also got developed (March 2002) a transport reservation software at a cost of 
Rs.0.75 lakh from National Informatics Centre Services Imtc. 

8 Holiday Home, Peterhoff, Kunzum, Hadimba Cottage, Rohtan!f Manalsu, Log Huts 
mullleas 
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__________ 
10_-'--_H_i_maphal Bhawan, (;handig~rh and Hotel Pinewood, Barog 

1. 

I II 
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-----------a__,q,,o:a~r~li~§YJI!_P~!!~Is!Jq-!Iif~(;~~~Ili_~~~s!~qVjif!i~\l:F~w to incorporate 
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o The Company should · incorporate -~;l:C;~ff!fri,.fijl.i: module in the 
. '--•<i. .. ,.,...~l.-1i.r .... ~" ....... ~. '· 

System to facilitate generation-ofreports'for'iirter unit adjustment 
of reservation amount and calculation: of commission of General 
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Chap!er III Performance Reviews relpting to Statutory corporations 

(Paragraphs 3.1.37 and 3.1.38) 

3.1.1 The Himachal Pradesh State Electricity Board (Board) was 
incorporated (September 1971) for generation, tninsmission and distribution of 
electricity in an efficient and economical manner ~ the State. Sale of power is 
regulated with reference to the tariff fixed by the Himachal Pradesh Electricity 
Regulatory Commission (HPERC) from ~e to time. Prior to the 
establishment (December 2000) of the HPERC, the Board was exercising the 
powers conferred on it by the Electricity (Supply) Act, 1948 with regard to 
fixation of tariff. 

The Member (Operation) is the overall in-charge of the activity of sale of 
power to all categories of consumers. He is ' assisted by Chief Engineer 
(Commercial), Chief Engineer (Operation) North, Chief Engineer (Operation) 
South and Chief Engineer (Operation) Central Zone. The Chief Engineers 
(Operation) are further assisted by 12 Superintending Engineers (Operation), 
49 Executive Engineers and 226 Assistant Engineers in the operation and 
maintenance of the entire power distribution q.etwork of the Board. The 
organisational chart is annexed as Annexure-X~. 

A review on Billing and Collection of Revenue in the Board was included in 
the Report of the Comptroller and Auditor General of India for the year 
1996-97 (Commercial) - Government of Himachal Pradesh. The report was 
discussed by the Committee on Public Sector Undertakings (COPU) in 
February 2002. Action Taken Notes on its recommendations finalised/placed 
in the State Legislature in March 2003 were received in August 2007. 

3.1.2 The present performance review conducred from November 2006 to 
April 2007 covers examination of overall efficiency of the Board in 
fixation/revision of tariff, billing and collectionhiccountal of revenue from all 
the categories of consumers for energy sold during 2002-03 to 2006-07. Four* 
out of 12 circles having 75 sub-divisions ~ere selected for detailed 
examination on simple random sampling method without replacement, which 
contribute about 64 per cent of the revenue of the Board. 

Solan, Nahan, Una and Dalhousie 
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Audit Report (Commercial) for ~he year ended 31 March 2007 
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I 

I 
3.1.3 The audit objectives of the Perfonnanc~ review were to ascertain 
whether: J 

Ell aggregate revenue requirement (ARR) projected in the tariff .petitions to 
HPERC for determination of tariff were re~listic and filed mmuaHy in 

! 
time; : 

® energy was sold to consumers with referenc~ to HPERC guidelines and 
tariff rates; 

o billing process was carried out effectiveiy, bnergy charges were billed 
correctly and revenue realised efficiently and dccounted for correctly; 

. I 
I 

® effective efforts were made to realise /reduce the revenue arrears; and 
I 

o internal control mechanism was efficient and ~ffective. 
I 

3.1.41 The audit criteria adopted for assessing the achievement. of audit 
objectives were: i 

! 

® billing schedule, tariff distribution code and sommerciallrevenue manuals 
issued by HPERC and Board; ! 

I 
o procedures, guidelines and rules and regulat~ons laid down by the State 

Government, HPERC/and the Board; 
I 
I 

Gl directives issued by the HPERC and Boatd for reduction of losses, 
employees cost, debt re-strucruring, metering, pilling and collection; and 

i 
o directives of the State Govemment/HPERC~oard, rules/regulations for 

taking action against the defaulting consumersl 
I 

I 

I 
' I 

3.1.5 The following mix of audit methodologie~ was adopted for achieving 
the audit objectives of the performance review: i 

. I 
o study of Regulations/Orders/Distribution Co(les. issued by HPERC and 

. I . 

Commercial and Revenue Manual/Orders ofHPSEB; ' . i 
® examination· of armual reports and perfomilince reports of the Board, 

agenda and minutes of the meetings of the members of the Board; 
. . . I . . 

e scrutiny of agreements executed with consuipers, meter reading, sealing 
certificates, biHing files, revenue collection system and other reports; 

I 

e~ analysis of targets and achievements of the ~evenue and effectiveness in 
realisation ofrevenue; : · 

. I 
o issue of audit enqumes and interaction With the Management 
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Audit Report (Commerc,ial)for th_e J(!tir,ilnded 31 March 2007 
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3.li.«i A~dit findings, arising from the performance audit of Tariff, BiHing 
and CoU~ction of Revenue in the Board were issued (June 2007) to the 
Govemmbnt!Board and were discussed (16 August 2007) in the meeting of the 
Audit Re~iew Committee for State Public Sector Enterprises (ARCPSE). The 
Secretary) Multi-purpose Project and Power, Government of Himachal 
Pradesh ahd Member (Finance), Member (Technical) and Member (Operation) 
along with other officers of the Board attended the meeting. The views 
expressed by the members have been taken into consideration while finalising I . . 
the review. 

I 

Nmn:.fili~g/delay in filing of Aggregate Revenue Requirement (ARR) 

3.1.7 Je Electricity Regulatory Commission Act, 1998 lays down the 
methodolbgy and procedure to be adopted by the utility for filing ARR with 
HPERC lAs per lai.d down procedure, the utility has to submit full details of 
its expected aggregate revenue from the charges for the financial year to the 
HPERC a~ least three months before the ensuing financial year or part thereof. 
The IndiJn Electricity Act, 2003 (IE Act, 2003) provides that the tariff 
deteinll.n9d by the HPERC should safeguard the interest of the consumers, 
ensure recovery of cost of electricity i.n a reasonable manner and 
reduce/eli1mi.nate cross subsidy within the period to be · specified by the 
HPERC. I The HPERC approved first cost based tariff in November 200L 
Revised tariffs were approved by the HPERC in July 2004$, July 2005 and 
July 2006l 

H was nbticed that due to non-filing of tariff petitions for 2002-03 and 
2003-04 dnd delay in filing of.tariff petition/submission of incorrect data, the 
Board/Go~emment could not reruise potential revenue of Rs.24.14 crore as 
discussed below: 

® The ~oard failed to submit ARR/tariff petition for the year 2002-03 and 
2003-04 which resulted in increase in revenue gap. To bridge the revenue 

I . · 
gap, the Board rrused ·short term loans of Rs.185 crore from REC 

I . 

(Rs.65 crore), PFC (Rs. 30 crore) and United Commercial Bank (Rs.90 
· .crore)land paid interest of Rs;8.67 crore o_n these loans. It also deprived 

the State Government of the revenue rece1pt of Rs.70.01lakh on account 
I 

of tariff petition fee payable atthe rate of 2 paise for every 20 Kwh (units) 
as pr+ided under the Conduct of Business Regulation 2001, which was 
ultimatdy recoverable from the consumers through tariff. 

I . . . . . 

$ Lols of Rs.48.83 crore for the delay in filing tariff petition for the year 2004-05 has 
alrfady been commented upon _in para 6.5 of the Report of the C&AG of India for; the 
year 2004-05 · · 

I 
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Chapter III Performance Reviews re~ting to Statutory corporations 
I 
I 

" In terms of the above procedure, the Board
1 

filed (November 2005) its 
application for ARR for 2006-07 with the HPlERC. As the application was 
incomplete, the HPERC did not admit the sake. The required additional 
information was finally submitted by the BoJrd on 16 June 2006 and the 

. I 

tariff order issued by the HPERC on 3 July t006 was made effective by . 
the Board from 8 July 2006. 

Failure of the Board to file complete details in ti~e resulted in non-realisation 
of potential revenue of Rs.24.14 crore from April to June 2006. 

! , 

The Government stated (August 2007) that thel tariff petition for 2002-04 
could not be submitted due to introduction of majbr changes in tariff structure 
by the HPERC. Since the tanff petition was neither filed nor processed, the 
question of loss of revenue to the Government did not arise. The HPERC had 
compensated the Board to recover the increase~ cost through stabilisation 
charges of Rs.23 crore. It was · also admitted by the Government that the 
HPERC did not provide for the increased tariff du~ng April2006 to June 2006 
as there was delay on the part of the Board in for,arding the requisite details. 

The reply of the Government establishes the fact that the Board failed to · 
comply with the directives of the HPERC re~ulting in loss of revenue. 
Further, the Board was allowed to recover on~y Rs.23 crore out of total 
revenue gap of Rs.l85 crore. The Board also failed to file the true up petition 
for the recovery of this amount though there was provision for the same in the 
tariff order for the year 2005-06 and admitted that the delay was on its own 
part. 

Non-restructuring of high cost debt 

3.1.8 On the direction (June 2004) of the ~PERC, the Board assured 
(June 2004) to re-structure the high cost debt witr low rate of interest by the 
end of October 2004. Accordingly, the HPE~C deducted (July 2004) 
anticipated interest saving ofRs.l0.03 crore on loans and bonds from the ARR 

I 

for 2004-05. The Board, however, failed to re-structure the high cost debt of 
I 

Rs.692.98 crore (bonds: Rs. 500.98 crore and ba~ loans: Rs.l92 crore) in the 
prescribed time schedule. So far as bonds are concerned, redemption of bonds 
(except for SLR bonds) could not be done as ther~ was no provision for early 
redemption of the bonds in the terms and conditiohs of various bonds. In case 
of SLR bonds amounting to Rs.58.44 crore rais~d (January to March 1999) 
from KangraCentral Co-operative Bank and H.P.IState Co-operative Bank for 
seven years, the Board did not ~xerdse the optiqn for redemption after five 
years (March 2004). This has been commented ip paragraph 4.8 infra of the 
Report., The bank loans were restructured in J anu¥)' 2005 after a delay of two 
months from the prescribed time schedule assured Ito HPERC. This resulted in 
non-adjustment of interest of Rs.4.96 crore from tqe consumers through tariff. 
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Similarly, whlle finalisinl the tariff order for the year 2006-07, the HP~RC 
disallowed iliterest charges of Rs.43.25 ·crore on high cost debt on the same 
analogy which also could rot be adjusted in the tariff. . 

The Government stated (August 2007) that the Board had gone in appeal 
against the order of the. HPERC and the Appellate Tribunal had set aside the 
disallowance of interest tly the HPERC. Accordingly, the HPERC had also 
dropped the· direction in t~ff order for 2007-08 and the Board would file true 
up petition on account of the above judgement. It was also stated that by 
restructuring the old hig~ cost debts with cheaper rate of interest, the Board 
had saved interest of Rs.59 .36 crore over the remaining period of these loans. 

The reply is ~ot tenable aJ the Tribun.al had set aside (July 2006) disallowance 
. I 

of portion of interest with the directive that the Board would take effeCtive 
steps to reduce the rate of interest within one year. It also stated that failure to 
do this would lead to the same eventuality during the next tariff period. The 
Board· has,; however, not been able to restructure· the high cost debts of 
Rs. 363.60 crore (non ISLR bon.ds: Rs.333.61 crore and SLR bonds: 
Rs.29:99 cro're) so far (August 2007). 

Payment of "xcess fee f•1 tariff determinaiion . · . . 

3.1.9 The.HPERC is empowered& to determine the tariff within the .State. 
The Board, while filing ~ for the financial years 2004-05, 2005-06 and 
2006.:.07 paid tariff deteyrunation fee of Rs.52.56 lakh, Rs.50.52 lakh and 
Rs 54.73lalili respectively at the rate of two paisa per 20 Kwh on total energy 
available for sale including inter-state sale. Since the inter-state sale is 
regulated by the Centfal Electricity Regulatory Commission (CERC), 
inclusion of mter-state sal1e while calculating the fee payable resulted in excess 

·I I . 

payment o~ 
1

tariff dete~nation fee of Rs.31.65 lakh and consequent excess 
... recovery to that extent fror the .consumers. 

The Government stated QAugust 2007) that the fee was paid in accordance 
with the co~duct of bus,ness regulations for total power available for sale 
within and .out side the S~ate. The reply is not tenable as the tariff relating to 
interstate saJe of power ~s determined· by the CERC. Thus, the payment of 
petition fee to the HPERC in respect of interstate sale was not in order. 

: I . 
Expenses disallowed by the HPERC 

3.1.10 As pbr the CERC kuidelines, the Board was required to file petition for 
determinatio,n of project-rise generation tariff. The HPERC had also issued 
direction* in the tariff orclerfor 2004-05 whereby the Board was required· to 
file applications f?r f~dg the cost of generation in respect of Board's own 

& Asp~~ Section 86 (a) read with Section 79 of the Indian Electricity Act, 2003 
No. 9.4.24 dated 2 July 2004 · · 

. , I 
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the requisite 
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generation cost of 
four projects to 
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resulted in 
non-recovery of 
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I 
projects to the HPERC for the year 2005-06 by the end of October 2004. The· 
Board in its tariff petition for 2005-06 filed during December 2004 did not 
submit petition for generation tariff as rdquired above and submitted 
generation petition only during January 2oo5 based on allocation of 
expenditure and not on actual basis. During fue hearing (June 2005Y by the 
commission, the Board submitted that it wa~ not in a position to submit 
separate petitions for each of its Power Hou~es due to non-maintenance of 
data. Consequently, the HPERC in its interim\ order directed (June 2005) the 
Board to submit additional information on gel)eration tariff by 13 June 2005 
but the Board failed to submit the same (August 2007). 

' 

From the available data, the HPERC observe~ (March 2007) that generation 
cost of some of the Power Houses was on !higher side and restricted the 
generation cost of these projects to the level\ fixed by it for private sector 
projects. Due to Board's failure to submi~ the applications as per the 
CERC/HPERC' s guidelines and also the infortnation sought by the HPERC, 
the generation cost of Board's four projectsl (Binwa, Thiiot, Gumma and 
Nogli) was slashed by the HPERC by Rs.6.02 crore and could not be 

I . 

recovered from the consumer through tariff r~sulting in loss to the Board to 
that extent. 1 

-

' 
The Government stated (August 2007) that the Board would file true up 

. . . I 
petition on the basis of the judgment (July 12006) given by the Appellate 
Tribunal. The fact remains that the cost of! generation disallowed by the 
HPERC would remain un-recovered up to Match 2008 as the Board failed to 
include the above amount in the tariff petitiorl for the year 2007-08 filed on 
30 November 2006. 1 

I 
3.1.11 During the financial year 2004-05, tlie Board purchased 4,763.531 
million units (MUs) of energy from other dgencies such as Punjab State 
Electricity Board, (PSEB), NTPC, NHPC, etc. lwrute filing ARR for 2005-06, 
it, however, envisaged power purchase i of 3,452 MUs (excluding 
Government's share) valued at Rs.704.21 crorb which was 72.47 per cent of 

I 

the power purchased during 2004-05. The :f!PERC approved purchase of 
3,624 MUs valued at Rs.692.18 crore. It wasl observed that during 2005-06, 
the Board actually purchased 4,918.951 MUs of power that is 42.50 per cent 
more than what was envisaged, valued at Rs.10'82.30 crore. 

I 
I 

The Government stated (August 2007) that the HPERC in its tariff order for 
I . 

2007-08 had approved (April2007) thepoweripurchase on actual basis in the 
true up petition. The reply is not tenable as: the HPERC has allowed only 
Rs.1,057.74 crore against the actual expenditu~e of Rs.1,082.30 crore. Due to 
incorrect estimation, recovery of Rs. \ 365.56 crore (Rs.L057.74 
crore- Rs. 692.18 crore) was delayed by two ydars and an amount ofRs. 24.56 
crore could not be recovered. . 1 
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Due to incorrect 
submission of 
data to the 
HPERC, 
expenditure of 
Rs.264.78 crore 
could not be 
recovered 
through tariff. 
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3.1.12 In the tariff orders for the years 2005-06 and 2006-07, the HPERC had 
disallowed an expendjture of Rs.228.08 crore and an expenditure of Rs.36.70 
crore could not be recovered by the Board through tariff from the consumers 
due to incorrect submjssion of data (Sr. No. 5 to 7) in tariff petition to HPERC 
as tabulated below: 

Year or Actual Expenditure Difference Reasons 
Sr. Ia rift' expenditure allowed 
No. petition (Rs. in crores) 
I 2005-06 & 7.50 -- 7.50 Expenditure of Rs. 7.50 crore on 

2006-07 account of employee cost was 
disallowed as the Board had deviated 
from the adopted pay scale pauern of 
the Punjab State Electricity Board 
(PSEB). 

2 2005-06 176.05 94.58 8 1.47 Merger o f 50 per cent Dearness 
& (2005-06 Allowance (DA) in the Basic pay was 

2006-07 Rs.28.74 a llowed by the State Government 

crore and subject to consideration of resource 

2006-07 scenario. Since the Board was running 

Rs.65.84 In losses the impact of merger was 

crore) disallowed by the HPERC with the 
direction not to allow any fu ture 
increase in DA till the efficiency is 
improved by the Board. 

3 2006-07 131.46 -- 13 1.46 Differential amount of two part" billing 
for interstate purcha~e of power as per 
CERC orders of 2005 for the period 
2004-05 (Rs.80.46 crore) and 2005-06 
(Rs.S I crore) was not passed on to the 
consumers. 

4 2005-06 7.65 -- 7.65 Expenditure of Rs.7.65 crore incurred 
on account o f employees cost of Larj i 
and Khauli Hyde! projects was not 
a llowed due to time overrun of 16 to 22 
months. 

5 2005-06 88.97 68.70 20.27 The amount of Rs. 20.27 crore could not 
be claimed due to the fact that against 
the actual expenditure o f Rs. 88.97 crore 
on account o f tern1inal benefits to its 
employees, the Board claimed only Rs. 
68.70 crore in its tari ff petition. 

6 2005-06 4.22 -- ~.22 The Board did not include an 
& 2006- expenditure of Rs.2.37 crore for 2005-
07 06 and Rs. l.85 crore for 2()06..07 on 

account of Rent, Rates and Taxes and 
audit fee in its tariff petition. 

7 2005-06 53.89 4 1.68 12.21 The amount of Rs. 12.2 1 crore could not 
be claimed due to the fact that against 
the actual charges o f Rs. 53.89 crore on 
account of depreciation, the Board 
claimed only Rs. 41 .68 crore in its tariff 
petition. 

Total 469.74 204.96 264.78 

Source: Compiled from the relevant records of the Board and tariff orders passed by the HPERC. 

Two part billing: Billing for capaci(\' charges as well as energy charges 
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I 
The Government stated (Artgust 2007) that the (leviation from the pay scalles 

. I 
pattern of PSEB was allowed to employees with the approval of the Whole 
Time Members (WTMs) of the Board and in vier of the decision of Appellate 
Tribunal, the actual expenditure of Rs.83.55 crore on account of merger of 50 
per centDA in basic pay for the y~ar 2005-06 ~as allowed in true up petition 
for 2007-08. The balance if any, would alsq be claimed. The reply is 
contradictory as the Board had earlier adopted ithe pay pattern of the PSEB. 
Moreover, it would recover only R,s.54.81 crote (Rs.83.55 crm~e - Rs.28.74 
crore allowed) incurred during 2005.:06 in the !year 2007-08 and the excess 

I . 
expenditure of Rs.26.66 crore (Rs.92.50 crore-Rs.65.84 crore allowed) 

I 

incurred during 2006-07 would be recovered only during 2008-09, if allowed 
by the HPERC. I 

In respect of cases mentioned at Sr. No. 3 and $ to 7, the Government stated 
(August 2007) that the HPERC had allowed expenditure on account of prior 
period expenses (Sr. No.3), terminal benefits (Sr,, No.5), Audit fee, Rent Rates 
and Taxes (Sr. No. 6) and Depreciation (Sr. No.7) on actual basic in tariff 

I 

order for 2007-08. In case of employees cost (Sr. No.4) of Hydel Projects, :it 
was stated (August 2007) that the Board woultl file true up petition on the 

. I 

basis of judgement (July 2006) of Appellate Triounal. The reply is not tenable 
as the expenditure of Rs.168.16 crore was alldwed by the HPERC in tariff 

I . 
order for the year 2007-08. T~e Board would 9e able to recover this amount 
after a delay of one (Rs.52.85 crore) to two (Rs.115.31 crore) years. As 
regards employees cost of Hydel Projects, the true up petition was yet to be 

I 
filed. Thus, out of disallowed expenditure of ~s.264. 78 crore, an amount of 
Rs.96.62 crore would remain un-recovered and the amount of Rs.168.16 crore 
would be received with a delay of one to two yeai-s. 

I . ' 

Non-recovery of surcharge on delayedpaymentlof subsidy 

3.1.13 Surcharge of Rs.3.52 crore on delayed pJynient of subsidy recoverable 
I 

from the State Government was not recovered by the Board though the above 
amount was deducted from the ARR by the HPERC at the time of finalising 

I 

tariff for 2004-05. ! 
' 
I 

The Government stated (August 2007) that st.ircharge on subsidy was not 
I 

acceptable as the Board also delayed payment qf free power, electricity duty 
and repayment of loans to the Government. ! 

I 

Excess transmission and distribution losses ! 
I 

3.1.14 In the process of transmission arid distri~ution, considerable energy is 
lost. Transmission loss is the technical loss due to inherent characteristics of 
transformers, cables and conductors, etc. DiJtribution loss occurs due to 
inherent characteristics of distribution system atid a part of it is lost due to 
leakage of energy o~ account of theft, defecti~e met~rs, met~r ~eadin~s not 
taken, etc. (commercial losses). Large part of energy IS also dissipated m the 
system due to inadequate provision of sy~tem compensation through 
installation of capacitor banks at load end and in the premises of the 
consumers. 
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The value of 
exces T & D 
losses over the 
target fixed by 
HPERC worked 
out to Rs.79.75 
crore. 
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The details of energy received; sold to consumers, targets ofT &0 losses fixed 
by HPERC and exces lo se as worked out by Audit are given below: 

(In MUs) 

Sr. Particulars 2002-03 2003-04 2004-05 2005-06 2006-07 
No. 

I Total power 4,079.576 5,302.527 5,605. 123 6,246.306 6,442.779 
available for sale 

2 I mer state sale 688.026 1692.889 1658.999 1722.53 1 1255.270 

3 Sale within the state 2,5 19.002 2,726.324 2,954. 155 3,568.689 4,351.303 

4 T & D losses 872.548 883.3 14 991.969 955.086 836.206 

5 Percentage ofT & D 2 1.39 16.66 17.70 15.29 12.98 
losses 

6 Target ofT & D loss 
as fixed by HPERC 
(per cem) : 

(i) Inter state 3 3 3 3.45 3 

(ii) Within the state 22.5 21.5 20.5 19.5 18.5 

7. Losses as per target 779.590. 817. 172 849.746 931.685 991.330 
fixed by HPERC 

8 Excess T & D losses 92.958 66.142 142.223 23.401 (·)155.124 

9. Average sale rate 2.20 2.21 2.59 3.35 

10 Value of excess T & 20.45 14.62 36.84 7.84 
D losses (in crore) 

Source: Compiled from the relevant record~ of the Board and HPERC. 

A scrutiny of records revealed that while approving tariff for 200 J -02 
(29 October 2001), the HPERC fi xed T&D lo ses of 23.5 per cent (within 
State) and accepted the benchmark of one per cent reduction in losses every 
year as set out in the Memorandum of Understanding (MOU) signed 
(March 200 I) by the State Government with the Government of India. The 
target was based on the expectation of HPERC that the Board would bring 
efficiency in its working gradually and reduce the losses in the system. It 
would be seen from the above table that instead of improving the efficiency, 
the losses in each year were more than the target fixed by the HPERC (except 
during the year 2006-07). 

The val ue of excess T&D losses over the targets fixed worked out toRs. 79.75 
crore during these year . During 2006-07, the Board wa able to bring down 
the los es below the target to the extent of 155.124 MUs. 

Inter state sale of 688.026 MUs being equi1•a/em to 97 per cent. Inter sllJte sale 
inclusive of loss is thus= 709.31 MUs. Inter state loss being= 21.28 MUs. Sale 
within the Stme = 3,370.266 MUs (4,079.576- 709.310 MUs). Loss allowed by 
HPERC for sole within the Stare= 758.3 1 MUs (22.5 per cent). Tow/loss allowed 
by //PERC= 779.590 MUs (758.3 10 MUs+ 21.280 MUs). Figures for the remaining 
years ha1•e been worked out ac:c:ordillgly 
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I 
The Government stated (August 2007) that the Appellate Tribunal had 
directed the HPERC to allow 22 per cent loss as qn ad hoc one time measure. 
It was further stated that the losses for the year 2004-05 and 2005-06 had been 

I 

allowed in the tariff order for the year 2007-08. Jihe reply is not acceptable as 
the Board failed to recover the losses for the !year 2002-03 and 2003-04 
amounting toRs. 35.07 crore. Moreover, the los~es for the year 2004-05 and 

- I 
2005-06 would be recovered after a period of two to three years. 

I 

I 
Cross subsidisation 

I 

3.1.15 The Electricity Act, 2003 provides that the tariff mechanism should 
reduce and eliminate cross subsidies within the ptescribed period as specified 
by the Board. The details of cross subsidisation d. positive(+) or negative(-) 
contribution in the share of assessment as com~ared to the share in energy 
consumption by various categories of consumers for a period -of five years up 
to 2006-07 are given in.Aillll!llexul!"e~XVll. As canibe seen from the AnnexUI"e, 
the domestic consumers are largely benefited from the cross subsidisation at 
the cost of other categories of consumers. ThJ agriculture consumers are 
being billed at the rate of 50 paise per unit as agkinst the cost of Rs.4.57 per 
unit. The subsidy on this account could not be ~orked out as the necessary 
data in respect of agriculture consumers was not niade available to Audit. 

I 
I 
I 
! 
I 

I 

3.1.16 Billing and collection of revenue mecha~sm of the Board has been 
laid down in their Sales Manual Part-t Guidelin~s/instructions for billing and 
coHection are also issued by the HPERC and the Ghief Engineer (Commercial) 

I 

from time to time. The source of revenue of the Board is srue of power to its 
consumers. Electricity is one industry where sal~ is invariably on credit and 

. I 

receipt of revenue takes- place after a certain period. Therefore, prompt and 
accurate billing is necessary for improving the fidancial position of the Board 
and any laxity may entail huge losses of revenuel Iri order to ensure prompt 
and accurate bining, the foUowing are the basi.c requirements: 

e Installation of meters of required capacity cJpable of recording different 
parameters as per the tariff provisions. ! 

I 

i 
® Recording of meter readings on due dates.. / 

® Prompt and accurate billing in accordance wit~ the tariff provisions. 
I 

® lLevy of penalty for violation of terms and conditions of supply and 
immediate disconnection in case of ndn-paymJnt of dues. 

I 

o Compliance of provisions of Indian ;Hectrici~y Act, 2003, Sales Manual 
Part-I and directives issued by the HPERC and the Board. 

I 
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1 
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:I 
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I 
As on 31 March 2007; the billing of all categories of consumers, except large 
supply cons1umers, was being done through 226 sub-divisions. The billing of 

1 large supply consumers was done through Central Billing Cells at circle level. 
• It was obsdrved that non-billing of consumers in accordance with the laid 
' down procddure and applicable tariff resulted in non-recovery of cost share# 

from consubers, peak load violations, non-billing of consumers for energy 
' ~ recorded at !the sub-stations, wrong verification of load, un-authorised use of 
· i power, contract demand violation, wrong application of tariff, etc. as discussed 

~ in the subse~uent paragraphs. 

Failure to Jill the comumers as per the billing cycle 

: 3.1.17 The I Board adopted (March 2001) monthly and bi-monthly billing 
cycle for urban and rural areas respectively. The Board has,. however, not 
maintained bata to show the number of consumers in the urban and rural areas 
separately. In does not know as to whether the adopted billing cyde is b~ing 
followed or not. Scrutiny of records revealed (March 2007) that the 
prescribed hilling cycle was not being followed in 22 sub-divisionl test 

1 

checked in !audit. In these sub-divisions. billing was being done after three, 
, four and fivl e months resulting in delay in col~-ection of rev~nue. Further, 

scrutiny of records revealed that per year unbllled revenue mcreased from 
Rs.29.13 crore as on 31 March 2003 to Rs.81.86 crore as on 31 March 2007. 

The Gove~ent while accepting the audit observation stated (August 2007) 

1 

that the billing cycle could not be adhered to as the sub-divisions did not have 
I -

• · adequate skflled manpower. Efforts were underway to outsomce the billing to 
ensure regular billing. 

I I 
3.1.18 Non;recovery of cost share . 

In pursuande of regulations framed by the HPERC under Section 46 of the 
: Electricity Act, 2003, the Board is empowered to recover the cost share for 

providing I connections to the industrial consumers from the 
sub-stations/capacity being augmented/added under the short term plan 
scheme. In! the following cases, the Board could not recover the cost share of 

1 Rs. 10.13 cuore from the concerned consumers: 

i : r--:::-~:---,:-+':-1 ~---="""~--,:----:r-~-:---::-r-:-:--~~--:-;-:c-:-----::;--c~ 

. I 

' 

2 Kala Amb, Dhaula 
Kuan aAd Paonta Sub­
division! 

64 

4 

(Rs. in crore) 

9.49 1.14 

0.64 0.08 

Cost share- on account of 
capacity addition of Kala 
Amb, Paonta, Satann and 
Dhanla Kuan sub-stations. 

Cost share not recovered in 
terms of the sanction orders. 

· · 

1 Source: Compiled from the relevant records of concerned circle/sub-divisions. 

- I -: i 

# 

: £ 

, I 

Cost.lhare: Share of cost incurred by the Board for maki~g power available to the consumers 
These[ sub- divisions were under Una, Kangra and Hamirpur circles of the Board 
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I . 
In respect of above cases, the Government stated (August 2007) that the 
recovery has been held up in view of stay on r9covery by the HPERC. The 
reply is not tenable as the Board did not furnisli (August 2007) the requisite 
details to the HPERC for calculation of realistic i per KV A cost data resulting 
in stay by HPERC. / 

i 
<:~ In case of two industrial consumers (Tannu Alloys and Ferro Chern.) under 

Una circle, the power loads were sanctioned (June 2005 and July 2006) 
subject to the condition that the propbrtionate cost of 33 KV 
dedicated/joint feeder or augmentation of e~isting feeder along with bay 
and associated equipment at both ends woul~ be borne by them. Though 
the connections were released (December 2005 and January 2007) in both 
the cases by tapping the existing 33 KV feed

1

brs but the proportionate cost 
of Rs.35.22lakh of the bay and terminal equ~pment at the sending end and 
also the interest liability of Rs.4.22 lakh ther~on was not recovered. It was 
noticed (March 2007) that in case of Tannu 1\.noys (now Balaji) to whom 
connection was released by tapping the efisting 33 KV Amb-Gagret 
feeder, the losses on the system increased ~o 9.93 per cent (at 33 KV) 
against the earlier average losses of 1.27 per cent. The Board neither 
investigated the reasons for this abnormal i11.crease in losses nor charged 

I 

the same (10.16 lakh unit valued at Rs.21.33 lakh) from the consumer so 
I 

far (August 2007). ! 
. I 

The Government stated (August 2007) that the connections to both the 
consumers were released by tapping 33 KV line. emanating from 132 KV 
sub-station at Amb due to non-availability :of bay and space at Amb 
sub-station. Further, Vacuum Circuit· Breaker[ was being provided on the 
tapping points for the consumer (Tannu Alloys) and it was proposed to 
provide a meter also to monitor the losses. f 

The reply is not tenable as the Board had the right to recover the proportionate 
cost as per HPERC regulations which was not :done and action taken by the 
Board is for improving the system in future·. and not specific to the · audit 
b 

. I . 
o servatwn. 1 · 

I 

Non-levy of peak load violation charges : 
I 

3.1.19 Schedule of tariff applicable from time 1to time envisages the levy of 
peak load violation and energy charges· for drawl of power over and above the 
load exempted for peak load hours. · Schedule of tariff further provides that if 

I 

an industrial consumer wants to run his unit cluring peak load hours, prior 
sanction of the competent authority was requir~d failing which the consumer 
was liable to pay violation charges. The HPER~ also clarified (August 2002) 
that exemption allowed for drawal of power during peak hours would be the 
contract demand and consumer exceeding that! limit would have to pay the 
penalty for the over drawal. In this regard, Audit observed as under: 

I 
o In case offive"" consumers under Nahan ahd Solan circles, the bills for 

penalty for drawal of power over and abov~ the sanctioned load for peak 
! . 
i 
i . 

Malwa Cotton, Lime Chemical, Pragati Paper Mill, Kamla Dial and Pronto Stearing 
I . 
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hours ~ere not raised in accordance with the guidelines issued by the 
HPERC for over drawal of power. This resulted in non-levy of peak hour 
violatibn charges of Rs.2.61 crore during January 2002 to May 2005. 

The Govebment stated (August 2007) that no mention of light load in the 
sanction ,as made which was otherwise deemed to be exempted. The reply is 
not relevant as according to the award pronounced (August 2002) by the 

I 
HPERC, the load sanctioned for the peak hours was to be considered as 
contract d~mand (which was inclusive of light load) for peak hours. 

o The Blard allowed peak load exemption from April to October during the 
year t~ three industrial consumers {ACC Barmana (August 1995), GACL 
Darlaghat (August 2001) and Gonnterman Nalagarh (March 1998)}. For 
Noverrlber to March, . the consumers were required to obtain separate 
exemption sanction. Though these consumers drew power during peak 
load hdurs in November to March without sanction, the Board did not take 
any action to recover the peak load violation charges for the period from 
Noverrlber 2001 to March 2005 resulting in revenue loss of 

. I $ . 
Rs.16.99 crore. 

· The Gove~ment stated (August 2007) that there was no need to take sanction 
every year\ for running of industry during peak hours in winter months. The 
reply is not tenable as the consumers were allowed peak load exemptions for 

• i summer rJonths only. The Board had itself clarified (May 2006) that the 
consumers\ with such type of sanction would have to seek exemption for the 
period from November to March every year. 

I . 
. I 

e A consumer (Sidhartha Super Spinning Mills) under Nalagarh sub-division 
drew pbwer over and above the sanctioned (May 1984) contract demand 
(CD) 9f 1400 KVA and 494 KVA for peak hours during summer and 
winter months respectively against sanctioned load of 1847.2 KW with 
effect ftom May 2002 to May 2005 in violation of peak hour's restrictions. 
The Bdard, however, did not levy penalty for violation resulting in short 

I . 
recovecy ofRs.1.67 crore from the consumer (June 2007). 

I . 
: · The Govelllment stated (August 2007) that the sanction for peak load was for 

1847.2 KW\ (2052.44 KVA). The reply is not tenable as the consumer should 
have been allowed to draw power up to 1400 KV A and 494 KV A during 
summer and winter months respectively in view of peak load sanction 
accorded dbring May 1984 instead of 1847.2 KW which was his connected 
load. FurtHer, the consumer had neither applied for fresh peak load exemption 
nor the restriction imposed (May 1984) for winter months was lifted by the 

, :

0

-.:e clef Engineer (Commercial) Shimla imposed (December 2006) 
' power res~ctiort of 70 per cent of the load exempted for peak hours on the 

consumers rho were allowed evening peak load exemption due to restricted .·· 

I· 
ACC:· Rs. 9.34 crore, GACL: Rs. 6.23 crore and Counterman: Rs.l.42 crore 

I . 

$ 
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I 

availability of power. In six"' cases, the violatio~ charges of Rs.1.01 crore for 
December 2006 were levied (January 2007) by the central billing cell at Solan 

. I 

for violation of peak load restrictions.· ~he Board on the basis of · 
representations received (January 2007) from the concerned consumers 
withheld (March 2007) the recovery of violatim} charges on the plea that the 
field units had not conveyed the message ~or such restrictions to the 
consumers. i 

I 

The Government stated (August 2007) that the tecovery of violation charges 
for the month of December 2006 had been ""'aiv~d off. The reply is indicative 
of the state of affairs in the Board as instead of recovering Rs.l.01 crore, it 
waived off the recovery from the defaulting consvmers. 

I 

® In Barotiwala sub-division, an industrial con~umer (Deepak Spinners) had 
sanction to run 533.300 KW load including 115,KW for lighting during peak 
hours. The consumer was allowed (August 1986) extension of load to 788 
KW which was extended up to February 1987 orl the request of the consumer. 
There was, however, nothing on record to shbw, that, the consumer was 
granted extension beyond February 1987. The bonsumer drew power during 

I 

peak hours over and above the earlier exempted load of 533.300 KW during 
I . 

April 2002 to August 2005 for which penalty of ~s 99.03 lakh was not levied. 

The Government stated (August 2007) that the peak load violation charges 
were recovered from the consumer as per the tariff applicable from time to 
time. The reply is not tenable as records relatirig to extension for peak load 
exemption granted beyond February 1987 were rlot made available and during 
the above mentioned period, the consumer had drawn power between 825 and 
1535 KVA against the peak load exemption of 559 KV A. . 

• It was also noticed that, in case of 39 industrill consumers under Solan and 
Nahan operation circles, peak load exemptioWviolation charges of Rs.4.24 
crore (Annexure-XVID) were not recoveredlresulting in loss to the Board 
to that extent. . 

Delay/non-overhauling of consumer accounts 

I 

3.1.20 Schedule of tariff applicable from November 2001 provided for levy of 
demand charges at the rate of Rs.125 per K!VA in respect of industrial 

I consumers on actual recorded demand or 80 per
1 

cent of the contract demand, 
whichever was higher. In respect of consumers tp whom the connections were 
released prior to November 2001, the Board offered various opportunities for 
entering into fresh agreements for contract dem~nd. Opportunities so offered 
by the Board to enter into fresh agreements for cbntract demand were set aside 
(August 2002) by the HPERC. The Board dedded (February 2004) to enter 
into fresh agreements for contract demand and tb overhaul the accounts of all 

. I 
i 

i 
Auro Spinning, Mahabir Spinning, Birla Taxtile, finsome Taxtile, Raja forging and 
N.M.T Spinning Mill 1· 

I 
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such consJmers by charging the demand charges on the actual recorded 
. ! demand dubng November 2001 to February 2004. In this regard, Audit 

observed asl under: · 

e In 10 Jses under three* sub divisions, the accounts of the consumers for 
the pedod November 2001 to February 2004 were overhauled after one 
year anU in five@ cases the compliance of the Board's orders was still 
awaited (August 2007). This resulted in delay/non-receipt of revenue of 
Rs.1.34 crore (difference of amount to be charged and actually charged) 
and loss of interest of Rs.46.92 lakh (August 2007) due to delay or 
non-rectipt of revenue. . .· · . . 

The Government stated (August 2007) that the accounts of all the consumers 
, had been o~erhauled. The delay was due to more number of consumers and in 

certain cas6s the decision of Court was awaited. The reply is silent as to 
whether th~ amount has been recovered from the consumers or not. 

I . 

IEl A met~r change order was issued (July 2002) to replace the electro 
mechanical meter installed on the premises of Swastik Food Products; 
Damtallwith electronic meters. The meter was replaced (May 2003) after 
a delay! of ten months. After installation of electronic meter, monthly 
energy consumption varied (May 2003 to October 2003) between 47,390 
and 73,:610 units but action to investigate the. variation with a view to 
overhaul the consumer account as per provision of Sales Manual and 
AbridgJd Condition of supply (14 e) was not taken. 

The Goverlment stated (August 2007) that the previous as well as replaced 
meter did nbt show abnormal consumption and slight increase in consumption 
could not ~e charged for the previous period. The reply is not tenable as 
variation iJ energy consumption on replacement of meter was between 81 to 
320 per cerlt which could not be termed as slight variation. 

· Non-billinJ of consumers for consumption recorded at the sub-stations 

, 3.1.21 Thel monthly energy consumption and contract demand recorded 
through en.crrgy meters installed at the premises of tbe consumer being fed 
through an independent feeder should invariably be compared with the reading 
of that particular feeder recorded at the sub-station. The Chief Engineer 

1 (Commercikl), issued (November 2003) instructions stating that the metering 
and billing bf consumers provided with connections through dedicated feeders 
should be dpne at grid sub-station from where power supply emanates. Audit, · 
however, observed that this requirement was not complied with in respect of 
six cases (.A'nnrnexure-XIX) resulting in short billing of Rs.2. 85 crore. 

@ 
Baro~iwala, Nalagarh and Parwanoo 
Winsbme Taxtile, Winsome Spectrum, Winsome Spinner, Delux Enterprises and 
Dee1ak Spinner 
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Wrong verification of light load I 
3.1.22 The HPERC decided (August 2002), I that, in case an industrial 
consumer having no peak load exemption, draws power over and above the 

I 

light load during peak hours, the entire drawal of power should be charged at 
the rate of Rs.300 per KV A. The HPERC in its drrifforder (July 2005) further 
provided that the light load as per test report shall be deemed to have been 

I 
exempted. As such, no separate peak load ex~mption is required for light 
load. I 

I 
. I 

In nine~ cases under Solan circle, the Board while releasing the connections 
(July '1987 to May 2005) included the connected load of industrial power 
plugs ranging between 144 and 393.78 KVA id the bonafide factory l:i.ght§ 

I . 

load instead of taking it under industrial load. This resulted in wrong 
verification of light load. In one case out of the ~bove nine cases, the load of 
machinery such as balancing, winding, stackiilg, lathes, cutting, trickling 

I 

machines, compressors, etc. was not included in the test reports. Thus, wrong 
verification of light load resulted in revenue loss lof Rs.96.62 lakh on account 
of non-levy of peak load violation charges by cdnsidering the industrial load 
as the bonafide factory light load during thd period February 2002 to 
October 2006. . l 

The Government stated (August 2007) that deJand notices for recovery of 
Rs.22.3K lakh had been issued (January 2006) to! two consumers. In case of 
third consumer against whom demand notice for recovery of Rs.17 .14 lakh 
was not issued, the power plugs installed in the hnit were part and parcel of 
light load. The reply is not tenable as the noticesi for recovery were issued in 
respect of Government connections only. In case of private consumers, the 

. I 

load of similar nature was considered as light load which was indicative of the 
tendency to favour private consumers: I . 
Delay/non-issuance of bills in respect of temporary connections 

I 

3.1.23 Sales Manual Part-I stipulates that in cas~ of temporary connections, 
meter readings shoulq be taken monthly and 1energy bills issued to. the 
consumers regularly. Scrutiny of records in this r6gard revealed non-recovery 
of revenue of Rs.98.22 lakh .(Annexu~e-XX) for !the period J~nu~ 2004 to 
November 2006 due to late Issue of bills (five consumers), bills Issued after 
disconnections(four consumers), accounts of con~umers not opened in ledger 
(15 consumers) and energy consumed by \consumers not recorded 
( 13 consumers). · 1 

I 

I 

Audhinik Packagers, A.B. Tools, Cosmo Ferrite1, V.K. Appliances, Shivathene, 
Henkel Terson, B.C. C. Fuba and C.R.I (2 Nos) i 
Energy consumed for light in the factory premises including factory building, offices, 
store, canteen, library, factory yard lighting, welfar~ centers, etc. 

I 
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The Government stated (Augu t 2007) that an amount of R .1.38 crore had 
already been recovered from 125 consumer . The reply is not acceptable as 
Rs. l .38 crore is not inclusive of Rs.98.22 lakh pointed out by Audit during test 
check and the entire matter requires review. 

3.1.24 Schedule of tariff applicable from time to time provided for levy o f 
energy charges at diffe rent rates for energy consumed during no rmal, night 
and peak hours, besides penalty on over drawal of power during peak hours. 
In order to record all these parameter. , time of day/electronic meters 
compatible for MRI to record half hourly energy consumption from 00 hours 
to 24.00 hours are being installed on the premises of the consumer . The 
Board in some cases did not download the data fro m MRl and in some cases 
scrutiny of data down loaded from MRI was not done. From the details in 
Annexure-XXI it would be seen that in respect of a case where data was 
downloaded at the instance of audit and in other cases where analysis of data 
was done by Audit, short recovery of Rs. 2.26 crore wa involved due to drawl 
of power during peak hours, difference in actual time and time set in meters in 
three circles and in one case, penalty (amount not ascertained) was not 
imposed during the period April 2005 to June 2006. 

The Government in respect of cases mentioned in the Annexure-XXI stated 
(August 2007) that some recoveries have been made but no details were 
furni hed to show whether the recoveries included the cases noticed by the 
Audit and no reply was g iven for the time difference in the meters installed at 
the premises of the consumers. The matter requires a detai led review. 

Un-authorised use of power 

3.1.25 General condition of anction order provides that in ca e of 
infringement of any of the condition of supply, the anction shall be deemed to 
be cancelled . Further, Section 126 of Electricity Act, 2003 provides that if on 
in pection of any premises o f a consumer, the inspecting officer comes to a 
conclusion that such consumer is indulgi ng in unauthorised use of e lectricity, 
the assessment in such cases sha ll be made at a rate equal to one and ha lf time 
the tariff applicable for the relevant category of service. Scrutiny of records in 
this regard revealed that in cases detai led in Annexure-XXII, though the 
consumers did not adhere to the conditions of sanction o rder, the Board fai led 
to charge them for vio lation resulting in non-recovery of Rs.23.95 crore for the 
period June 2003 to February 2007. 

The Government in respect of the case mentioned in the Annexure-XXJI 
admitted (August 2007) the lapse but gave no reasons and what remedial 
action would be taken. 

3.1.26 The Sales Manual Part-! envisages that normally a consumer, in 
accordance with clause 27 of the Abridged Condition of upply, shall not, 
without previous consent in writing of the Board, a ign, transfer or part with 
the benefits of his agreement with the Board. In case, a consumer wants to 
transfer his connection in the name of somebody else. a request on Board 's 
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standard appl!cation form by the person in whdse ·name the connection is 
sought to '_be transferred, should be ~a~e ~o the! local officer of the Board 
accomparned by the consent of the eXIstmg consumer for change of name. It 
was observed that, a power connection with connebted load of 177.82 KW was 
released (February 2005) in favour of Mairs Chem~arb, Dhaulakuan. The load 
was subsequently (August 2005)increased to 98~.904 KW. The above firm 
changed its . name before the issuance (August 2004) of power availability 

. . , ' I 

certificate (PAC) to Gulshan Chemcarb Ltd. which further merged 
(April2004) with Gulshan Chemfill, a company ¥gistered (October 2000) in 
Uttar Pradesh which shifted (October 2004) its business to Himachal Pradesh. 
The Board had released the power connection iJ favour of Mars Chemcrab 
Ltd. It is pertinent . to mention here that the bxisting consumer Gulshan 
ChemfiU* was paying energy charges through cHeques in his name and the 
Board was issuing receipts in the name of Mfu.s Chemcarb and did not 

. . I 

question the consumer or report .to vigilance. fbe new consumer applied 
(February 2006) for the change of name which was ac<:;epted (July 2006) by 
the Board. · I 

Thus, the consumer unauthorisedly used the sanction issued in favour of Mars 
Chemcarb Ltd which stood dissolved prior to the I issuance of PAC. As such 
the cons~mer should have been charged at enhan~ed rates under Section 126 
of the Electricity Act, 2003 .. Non-levy of enhanc~d charges resuhed in short 

. . I . 
recovery ofRs.68.13lakh from March 2005 to August 2006. _ 

The Government stated (August 2007) that the Jatter would be investigated 
and outcome intimated in due course of time. 

. . 

Non/slwrllevy of contract demand/violation charges · 

3.1.27 Scrutiny of records revealed that the varioJs field offices of the Board 
failed to comply with the provisions of tariff orderS issued by the HPERC 

. from _time_ to time with regard to levy of contra9t dem~d/violati.on charges . 
resultmg m revenue loss of Rs.4.72 crores for ·lthe penod March 2003 to 
February 2007 ~Arm~XUJIJrecXXJI:ll). . . I .. _ · _ . 

In .respect of first five cases mentwned m the Annexure, the Government· · 
stated (August 2007) that: . . I 

o power factor of 0.90 was not releyant in the case at Seriatnumber 1., 
The reply is not tenable as the tariff order s~ipulatedrthat in cases where 
the consumer had not entered into conttact demand in KV A,. the 
, . I 

_connected . loac! should be computed in Ji.V A assuming 0.90 power 
factor. . . · : 

® the demand charges in respect o~ case at I Serial number 2 had been 
levied during the built up period for the load actually connected. The 
reply is not tenable as the Sales Manual I of the Board provides for 
charging the maximum demand/connected load calculated on month to 
month:basis during the. built up period of th~ load. · 

Account No. 01000065012 
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• the reduction in contract demand in respect of case at Serial number 3 
was aJlowed by the competent authority. The reply is not tenable as 
the consumer was not entitled to reduction in contract demand during 
first year of release of load. 

• the field unit had worked out the recovery of Rs.3 .53 lakh in respect of 
case at Serial number 4 which included load retention charges of 
Rs. 1.13 lakh. The reply is not tenable as according to the Sales 
Manual, no authority cou ld extend the built up period of load beyond 
six months from the date of release of connection whereas the Board 
extended the same to 16 months for calculation of retention charges. 

• in respect of case at Serial number 5, the con umer had extended the 
load/revi ed the contract demand which was anctioned by the Board. 
The reply i not tenable as the contract demand anctioned by the 
Board was set aside by the HPERC. 

• In respect of case at Serial number 6, the Government did not furnish 
any reply. 

Short billing of energy charges 

3.1.28 The Sales Manual Part-I envisages that the supply of power to various 
categories of consumers is chargeable at the relevant schedule of tariff as 
determined before the release of connection. The applicability of tariff is, 
however, subject to revision on the basis of nature and quantum of load. 
Schedule of tariff for commercial category applicable from time to time 
envisages that this tariff will also include all other categories, which are not 
covered by any other tariff schedule. 

In this regard, it was noticed that there was short billing of energy charges of 
Rs.5.15 crore during the period November 2001 to March 2007 to the 
consumers (Annexure-XXIV) for non-adhering to the requirements as 
mentioned above. 

The Government whi le admitting (August 2007) the facts, stated that the units 
are taking action to recover the amount short billed in all the cases (except for 
two cases, reply to which has not been received). 

Non-observance of codal procedure 

3.1.29 In order to provide power connection to a consumer, procedure relating 
to receipt of Application and Agreement form (A & A form), Advance 
Consumption Depo its (ACD), preparation of financial justification, sanction 
and verification of test report has been laid down in the Sales Manual Part-!. 
Para 179 of Sales Manual Part-1 read with condition number 24 of Abridged 
Conditions provides that if a connection is disconnected due to non-payment 
of dues, the connection in the same premises should not be restored unless the 
dues of the Board are c leared by the consumer. Audit observed that, in the 
followi ng cases, officia ls of the Board did not follow the laid down procedure. 
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The Board did not take action against the officialsJconcemed for not following 
the laid down procedure as there is no provision in the Manual for taking 
action for such faults. .• . .. · I 

o The connection of Pamwi Tissue./Paper Machine & Wire. in industrial 
area Barotiwala was permanently disconnectJd (March 2004) when total 

, outstanding/recoverable dues amounted to R~.1.35 crore. An amount of. 
Rs.24.03 lak:h was adjusted (September 2004)1 against security deposit and 
the balance of Rs.1.11 crore remained un-recovered (June 2007). The 

. I • 
above amount accumulated due.to acceptance of payment of energy btHs 

' and arrears of dues in installments. The cons+mer paid energy bills partly 
up to Nov~ml;>er ~003when the arrear had acrumuliated to Rs.80.28 lak:h. 
Thereafter, the consumer stopped the payment of energy bins as wen as 
the arrear but the dtawai of power continued fP to March 2004. Further, 
though the, arrear of Rs: 1.1 ~ crore had yot. been recovered so far 
(March 2007), the connectiOn m the same prennses to another consumer . ·. . . . ·I 
i.e. Gopsons . P.apers. was sanctioned (September 2005) by the SE 
(Operation), Solan circle in contravention' o~ the above provision. 
Non-recovery of arrear of Rs.l.ll crore alsp reSulted in interest loss of 

Rs35.07lakh from April2004 to March 2007 at the rate of 10.5 p'er cent 
as laid down by the HPERC for recovery. 

The Government stated (August 2007) that the recovery suit had already been 
filed in the court and connection released to anhther consumer in the same 
pren_Uses had been disconnected. The reply is notjtenable as duri~g this period 
of mne months (July 2003 to March 2004), the consumer deposited only four 

. installments with the approval of the Board w~ch resulted in increase of 
outstanding arrears from Rs. 19.29 lakh to Rs.135.39 lak:h. The consumer 
defaulted in payment of instalments aft~r Noverb.ber 2003 when outstanding 

I . 
arrear was Rs.71.71 lak:h but the Board faHed to' initiate action for 
disconnection of supply. ./ 

I 
o The Sales Manual Part-l empowers the S'~ to &anction load rangmg 

between 101 KW and 500 KW at 11 K'f. This instruction further 
envisages that irrespective of the quantum o~ load, the power to sanction 
load containing electric furnace of 100 KW and above and loads 
containing steel rolling, re,.rolling 'mills isl vested in the Board only. 
Contrary to the above instruction~, the SE, Operation cirde Nah~n. 
sanctioned/released (December 2001) power jload of 400 KW to Jaswal 
Metal having furnace/rolling mill which was anauthorised. Neither theSE 
had obtained sanction of the Board so far (M.h-ch. 2007) nor the Board had 

. . . I 

·. taken action against the SE for exceeding his ]>owers. 

The Governmen~ stated (August 2007) that the loL was sanctioned directly by 
SE as it contained· only motive load and no fuibace, rolling Ire-rolling mill 
load was involved. The reply is not temible as tHe additional load of 400 KW 

.· . I· 

I· . 
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I 
was sanc~oned in favour of consumer for the modernisation of existing 
. furnace/roJJling mill. 

' @. ][n Nal4garh sub-division No-1, the cate~oryof consumer (Dhariya L~bs) 
was clianged (August 2002) from large supply to small and medium 

'' ' 
' 

supply I consumer after verification . of the connected load by the 
Sub-Difisional Officer (SDO) whereas it should have been done by the 
Execubve Engineer. The Board has not taken action against the SDO for 

I 

exceeding his poWers. 

' :, ® In 1 J
1 

cases, . the reduction/change in contract demand was 
allowed/accepted (July 2005 to F~bruary 2007) by the SDOs without 
receipt pf A & A form, ACD and sanction of the competent authority. The 
Board did not take aCtion against the SDOs for exceeding his powers. 

' 1 The Govelment stated (August 2007) that the Board had noted the point for 

'I 
, I 

future compliance and the case for regularisation of reduction of load from the 
competent authority 'was being moved separately. 

e fu 11 ckses in two® sub-divi~ions, the field officers had released/grant~d 
extensibn in load (June 2003 to January 2007) without getting the test 
reports !verified from the. competent authority. The Board has not taken 
action jgainst the officials who exceeded their powers. 

The Government stated (August 2007) that the test reports could not be 
countersigded due to over sight and now the test reports had been verified by 

:! the concerded EEs. 

'. 

1

!, Checking jf connections by the flying squads 
. . I . . . . 

· i 3.1.30 As per Sales Manual Part-I, three flying squads under the control of · 
I CE (Comrriercial) have been assigned (2001-2002) the duty of checking at 

. : least 3,600 I connections in a year of all categories of consumers against the 
then total ~umber of 15.25 lakh consumers which was 0.23 per cent of the 
total number of consumers. Though the number of consumers had increased 

f . : to 17.99 lhlm in March 2007, · the Board did not revise the consumer 
connection~ to be checked by the flying squads. The targets fixed for 
checking b~ the flying squads and achievement there against during the last 

• 

1 five years ehded 31 March 2007 is given inAmnnieXUllJt"ecXXV. 

''I 
'! 

H would be seen from Annexure-XXV that: 

@ the perc
1

entage ·of connections checked to total connections during the last 
five years ended 31 March 2007 ranged between 0.21 and 0.23 only, yet 
irregularities amounted to .Rs.1.82 crore were detected. An increased 
percent~ge of ch~cking w0uld have resulted in better benefits to the Board. 
While tile percentage of checking of domestic and commercial consumers 
against the total consumers checked. (which varied from 3,503 to 3,796 

I . . . . 

I Nurpur and Damtal · 
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I 
connections) was 41.95 and 54:55 in 20051-06 ahd 24.82 and 68.05 in 
2006-07 respectively, the percentage of cheddng of industrial consumers 
w. ho contribute about. 5. 4.79 per cent. of ~e revenue was only 3.50 in 
2005-06 and 7.14 in 2006-07. . I I 

There was no monitoring at Head Office to watch the amount of irregularities 
pointed out by the flying squads and amount ad~ally recovered. The HPERC 
in its tariff order for 2006-07 also pointed out an 1extremely depleted role being 
played by the flying squads in detecting un~authorised/dishonest use of 
electricity and directed to strengthen its existing :flying squads network so as to 
play a grater role in the area of surprise inspectioh of consumers' installations. 

Despite good results from checking, the Board, however, did not strengthen · 
the flying squad network so far (August 2007). 

The Government stated (August 2007) that lthe norms for checking of 
connections were not amended due to introd~ction of two part tariff and 
installation of electronic meters. MRI data of an electronic meters was 
available with the Board and the accounts of bonsumers could be checked 
easily in the sub-divisions. The matter for strenkthening of the flying squads · 
was under consideration with the Board. The reply is not acceptable as MRI 
data had not been down loaded by most of the 1sub-divisions test checked in 
Audit. Further, the audit also noticed mimy caseJ of unauthorised extension of 
load and peak load violations which were requir~d to be detected by the flying 
squads as per the provisions ?f the Sales Manual. I · · 

. . I 

3.1.31. Salient features of revenue collection Jechanism being followed by 
the Board are as follows: 

€ll Billed revenue is collected at coHection counters located at every 
sub-division. 

(} Consumers can pay current energy consumption charges in cash as wen as 
through cheques on the due dates .mentionbd in the bills for payment, . 
failing which they are Hable to pay surcharge) 

0 Payments through cheques are receiv~d in a~vance by two days from the 
due date for payment in cash to facilitate tim6ly crediting of the amount in 

the Board's. account. . . . I . . . 

0 The banks m the field are requrred to transfer the funds depos1ted by the 
I 

field units daily to their branches atShimla. : 

Inefficiency in collection of revenue i 

3~1.32 The balance outstanding for recovery at the beginning of the year, 
revenue assessed during the year, revenue collectbd, balance outstanding at the 
~nd of the year, etc. during the last five yeark ended 31 March 2007 are 
detailed in Anl!1\exure-XXVJL 
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' The scrutiJy of details in Annexure would reveal the following: 
I . -- . 

. i 

® The dues outstanding at the end of March 2007 were Rs. 107.87 crore 
whichl indude Rs.39.74 crore recoverable from the Government 
Departments/Local Bodies. The amount recoverable from Local Bodies 
increasbd from Rs~3.74 crore as on 31 March 2003 to Rs.W.92 crore. 
Beside~, Rs.28.82 crore were outstanding against IPHED alone. The 
Board hever resorted to disconnection of supply or pursuing of matter at I . . 
the Chfirman' s level for recovery of huge arrears from the Government 

. Departments and Local Bodies. 

® The Bloard during the finaHsation of tariff for 2004-05 intimated 
(June 2004) the coHection efficiency at 92 per cent. The HPERC directed 
(June :2o04) the Board to improve the collection efficiency to 99 per cent 

I 

as against the actuals of 83.35 per cent during 2003-04. The actual 
collect~on efficiency of the Board during 2004-05 to . 2006-07 was, 
however, between 86.35 per cent to 92.81 per cent. The collection 
efficierlcy in Kaza ancll Jubbal divisions during April 2002 to March 2007 
ningedlbetween 48.15 and 70.89 per cent and 51.48 and 63.16 per cent 
respectively which was very low. . · 

. I . 
@) The amount recoverable from the permanent defaulters after adjustment of 

security increased from Rs.5.70 crore in 2002-03 to Rs.7.06 crore in 
2005-06, though it decreased to Rs.7.02 crore in 2006-07. No concrete 
action lseemed to have been taken by the Board to recover the above 
.amoun~. 

o As on 81 March 2007, 143 cases involving an amount of Rs.l8.96 crore 
were rtnder litigation before the High Court of Himachal Pradesh, 
Appell~te Tribunal for electricity (New Delhi) and Dispute Settlement 

I . 
Committee's of the Board. The cases were filed between April1999 and 

I 
March 12007. 

, I . 
The Government stated (August 2007) that efforts were being made to recover 

1 

• the outsta~ding balance from the Government Departments and Local Bodies 
(LBs). It Jras observed that during 2002-03 to 2006-07, the State Government 
released gr~nts totaling Rs.74.84 crore to LBs and in the interest of the Board, 

I 
• ; the State Government could have adjusted its dues while releasing the grants 

to the LBs.l . , . · 

• 
1 

Non-colle.ction of additional advance consumption deposit (ACD) 
, r·· . .· . 

3.1.33 Secfrity Regulations 2005 envisage that the consumer shaH at all times 
maintain w~th the Board an amount equivalent to consumption charges for the 
billing cycle period as security during the period the agreement for supply of 

1 energy to ~uch consumers remains in force. Adequacy of security is to be 
' i reviewed erery y~ar and the shortfall of existing deposit, if any, is recoverable 

from the consumers. In this regard, Audit observed as under: · 

e As on I 31 March . 200~; reco:v~~ of. ~CD ~f Rs~2.2? c~or~ from 
' i 27 con~umers under four sub-dwiswns was awaited resultmg m mterest 

loss of Rs. 45.57lakh. 
I 

, i . · Kald Amb, Barotiwala, Paonta Sahib and REC Nalagarh 
I . . 
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S . 1· . , fl. f hG e ecunty regu atwns env1sage recovery o secunty rom t e overnment 
Departments also. It was seen that in ;1,046icases under 16 sub-divisions, 
recovery of Rs.4.40 crore from the Government Departments was awaited 
(August 2007) since April 2005 resulting in ihterest loss of Rs.84.50 lakh. I . 

e InAmb-division, an industrial consumer (Him Alloys) having connected 
load of 6,000 KW furnished (December 12006) ·a bank guarantee of 
Rs.60 lakh in lieu of security deposit depositfd in cash earlier Though the 
monthly energy charges of the consumers liad gone up to Rs.1.64 crore, 

I . 

the Board instead of raising demand for ACD of Rs.1.04 crore, allowed 
(February 2007) refund of Rs.60 lakh lying wl

1 

ith the Board. This resulted 
in short receipt of ACD of Rs.l.04 crore. 

The Government stated (August 2007) that the instructions had been issued to 
· the ~ub-~ivisions to give notices to consumers ~or enh~n~ed ACD and efforts 

were bemg made to recover the ACD from the ex1stmg consumers. The 
additional security to secure the running bill would be obtained from the 
consumers. 

Failure to claim delayed payment surcharge 

3.1.34. The Board receives payment of energy charges in cash as weU as 
through cheques. The due dates for payment in cash and by cheques are, 
however, different. In cases where payment is not received on or before the 
due date, surcharge at the rate of two per cent of the bill up to July 2004 and · · 
one per cent thereafter is, levied. To avoid Jurcharge, cheques should be 
cleared by the banks by the due date for paynh.ent of the bill in cash. Test 
check of records of Nalagarh sub-divisio~ revealed .(July 2004 to 
December 2006) that cheques worth Rs.20.37icrore were cleared after due 
dates for payment of bills. The Board did not ascertain as to whether the delay 
was on the part of the consumers or on the part :of the banks. Thus, surcharge 
of Rs.24.48 lakh leviable for late receipt of pa~ments could neither be levied 
on the consumers nor interest for delay in CFediting the amount could be 
claimed from the banks. I · 
The Government stated (August 2007) that the matter had been taken up with 
the Banks for clearance of cheques within the stipulated period but did .not 
state why this chronic issue which led to loss of interest was not addressed 
earlier. 

/ 

I 
. I 

Failure to claim interest from banksjordelay in crediting the amount 
. . . I 

3.1.35. As per the provision in the Manual for Banking operations, daily 
balance of collection account at the close of eadh day after keeping balance of 
Rs.5,000 is required to be remitted by the authdrised branches of the banks in 
the field to their main branch at Head OfficJ of the Board by telegraphic 
transfer for credit to the main collection accoun~ of the Board. 

. I 
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·. , Scrutiny oflrecords of four sub-divisions revealed that there was delay of 2 to 
. , 74 days during April 2004 to January 2007 in crediting the cash (Rs.252.87 

crore) tran~ferre<f. from the banks of the field units to the main account 
maintained! at Shimla. . The Board did not lodge any claim so far 
(August 2007) with the banks for interest of Rs.25.73 lakh recoverable for 
delay iri cretliting the amounts by the banks. 

, : The Govejment stated (August 2007) that the necessary instructions had been 
issued to tfue field units to get the transfer of daily collection to the main 
account regblarly but did not state·why this chronic issue which had led to loss 
of interest Jras not addressed earlier. 

I 
· ill Intermit~o~trol aria in!'t~r~al audii($~~tem · > • .. :c.~;1 

. I 
internal control 

3.1.36 Intekal control is a process designed f9./ providing reasonable 
1 assurance ~f accountability and fulfillment of obligations of operations 

efficiently, I safegu,arding assets artd reliable d~sclosure of financial data 
through titbely reporting. Internal control.)ncludes budgetary control, 
accounting tontrol, cost control, periodic operating reports, statistical analysis 

. I . " 
and internal audit. Scrutiny . of records in this regard revealed the following 
d f

. . . I . 
e Ictenctes' . 

®. The Bokd has not prescribed returns to monitor the implementation of 
decision~ taken by the HPERC and proper implementation of the tariff. 
D.ue to this, the decision taken (August 2002) for levy of peak load and 
contract I demand violation charges could be implemented only from 
Septeml:jer 2004 (paragraph 3.1.19 supra), the data relating to 
compatibility of meters with the meter reading instrument having 
programbe for electronic transfer of data in accordance with the tariff 

I 

applicable was not available with the Board (paragraph 3.1.24 supra). 

® In JdditLn to above the field officers had utilised the powers of higher 
authoriti~s for the sanction of load, verification of test reports, reductions 
in contrdct demand and connected load (paragraph 3.1.29 supra) · 

The Governbent stated (August 2007) that the implementation of tariff was 
being adher~d to and bills were rendered to the consumers as per contract 
demand .. THe reply is riot based on facts as the Audit has pointed out a number 
of cases wh~re the provisions of tariff orders were . not implemented. These 
points were indicative of deficient internal control. 

I 
Internal audit 

I . 
3.1.37 The Board is maintaining an Internal Audit Wing· for conducting the 
perpetual audit of revenue being assessed and .collected bY: sub-divisions. The 
main functi9n of interital audit is to examine· the accounts of a month during 
the following month with a view to immediately . rectify the 
mistakes/irrdgularities noticed, if any. Contrary to above, the consumers' 

I 
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accounts were being checked quarterly. The tabllbelow indicates the number 
of audit parties, un-audited accounts months,! short assessment detected, 
pending reports, etc. for the last five year ended larch 2007: 

1 Number of audit parties 32 32/ 32 32 32 

2 Un-audited accounts 25 571 399 1,531 2,679 
months 

3 Short assessment worked 1,860.42 1,827.16 1,075.17 1,388.27 1,409.87 
out by internal audit (in 
lakh) 

4 Amount not accepted by 495.59 100:771 39.26 71.24 50.49 
the units (in lakh) 

5 Pending audit reports 3,770 3,678/ 3,627 3,594 3,582 

Source: Compiled from relevant records of the Board 

It would be seen from the above that: 

® the un-audited account months increased .from 25 as on 31 March 2003 to 
2,679 as on 31 March 2007 mainly due to noA-strengthening of the internal 
audit wing to cope up with the increase in tlie number of consumers from 
9.59lakh in March 1991 to 17.99lakh in M,ch 2007; -

e internal audit parties pointed out.short revenue receipt of Rs.75.60 crore 
during April 2002 to March 2007 against ,hich the concerned units did 
not accept the amount of Rs.7 .57 crore due ~o divergent interpretation of 
rules and provisions. Final decision of the Corporate Office in this regard 
was not on record; _ I 

ti at the end of March 2007, 3,582 audit reports were awaiting compliance. 
Year-wise break-up of pending reports aloJg with amount involved and 
action being taken to clear the reports wa~ not available on record · at 
corporate level, which was indicative of inadtion at different levels of the 
management. I · . _ · , 

® the Board had also not prescribed any return to monitor the recovery of 
· accepted amount by the field units for revie~ at the corporate level. Thus, 
the recovery of accepted amount could not be vouchsafed in audit. 

. , I - -
The Government stated (August 2007) that th~ action for strengthening ·of 
internal audit wing was to be taken at Board level being policy matter. All out 
efforts were, however, being made to recover the) short assessment. 

I 

I ~cli:nowledg~meht r}f. ;!I I 

3.1.38 Audit acknowledges the co-operation jd assistance extended by the 
Board and officers of the ~tate Government at v~ous stages of conducting the 
performance audit. · 
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I 

fii'Mtii --
The Roard fanlled ~I[]) Jfilie ~ariff petJitil[])lilS annumllliy iin time an([]! I[])Jrn the b.ms.is 

'· l[])lf jjustiilfia~Re data res\lllltinng Jil!lt i!llisaHowftng l[])f expeJrnmture by ~he HJPERC 
am:ll coJrnsequel!lt~Jiall Ross to ~he Bomri!ll. The JBI[J)ari!ll was unab»e ~o biilll most of 
~lhte CI[])JrnSU.roh!ers mml[])n~hny resmti:rng lin dleiay linn coll!ectftl[])n of revemnme. lit anso 

I 

dllii!ll not bftn tlhte conusumers in accor([]lmmce Wlltlht the categorJis.mti.on, Raid 
I U:lll[])wn prdcedhmre_ and applicable t.mrliff resUJ~litn.IIllg lin non=JrecoveJry l[])f 

_
1 

llegitimate Jreven1IJI.e onn accomnt l[])f cost share, peak Road vlioU.mtions, nnonn= 
; bilUnng of coJrnS1!llmers _ for energy recl[])rded a~ tlhte sub=statlii[])JrnS, wronng 

verifiicattionn I[])[ fil[])ai[Jl;. un=a1IJI.tborlised 1!llse of power, Cl[])lllltJrad demand 
' _vftoUa1tlion, -krl[])nng appllicatlion of tarliff, etc. 'Jfl!Jte system l[])f[ coillledlion l[])f 

bilRed rev~ll1llllle annrll -lillllteJrJrnal conn~rl[])ll alllli[Jl -am:llli~ mech.amsm was .mlso 

' . defi.dent. I 

'i·~ecohlm~~ijaiions} :: '·.' I 
I 

® Board l!Jtas to slhti[])W IDI[])Jre commmntment tl[]) ensm·e efficient .mmll effediive 
revenu~ CI[])Uedftl[])n. 

® The :sJanll sholllllld redefine lits rolle as .m senice provider aJrnd should 
not coJp1mmise oJr rellax rules lin revenue Cl[])lllledlion. 

, a:> -- Tanriff ~etlitions c10ntalimng accn1rate and justifiable dat.m nneed to be 
filed a®nallly anrnd lin tiime. 

® C~tego}isation of c10nsmners should. be dmne properly so that there is 
no loss to the Board. · . 

s Provisiblllls of checking 10f meters of aU categories of con.snmers at 
regular! ilintervalls slb.10uid be ensured. 

· ' 1'!1 Cash cmledlit tln:ro1111glh. cllneques shm.Illd be improved. 

! ® System of coHectiimn of bmed revenue andl lillllternaft co:ntroY and audit 
mechanism lllleed to \be strengthenerll. 

® Percen+ge of vligillance!flying squad checks should be improved. 

8 Discussions slnou.lld be held with. State Government so th.mt 
Governhnent Department and LB outstand.ings are paid ou~ of aJrmual 

I 
grants tlo them. 

* Monitoring sb.ouldllbe strengthened. 
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(!Paragraph 3.2.44) 

3.2.1 The Union Ministry of Power (MOP) launched a nationwide. 
programme called Accelerated Power Development Programme (APDP) 
during 2000-01, which was subsequently mod.ified and rechristened as 
Accelerated Power Development Reforms Programme (APDRP) during 
2002-03. The modified programme focuses on up-gradation of 
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... · I 
sub-transmission and distribution system in densely electrified zones in the 
urban and jindustrial areas and improvement in commercial viability of the 

1 State Electricity Boards. The State of Himachal Pradesh was categorised as a 
Special Category State (SCS) with 100 per cent finance i.e. 90 per cent grant 

I 1 and 10 per cent loan. To reform the Power Sector, Memorandum of 
I 

1 Understanding (MOU) between the MOP and the Government of Himachal 
I 

Pradesh (GHP) and the Memorandum of Agreement (MOA) between the 
MOP and j the Board were executed in March 2001 and December 2002 

, respectively. The MOU and the MOA were validfor five years. The MOU 
expired onf31 March 2006 and has not been extended thereafter. The MOA is 

, valid up to 30 November 2007. Non-compliance to various terins and 
conditions of MOU/MOA has been discussed in paragraphs 3.2.20 to 3.2.26 
infra. 

The main objectives of the APDRP were to: . . ·• I . . . . . . . 
(!) reduce aggregate technical and commercial (AT & C) losses to around 

15 ~er cent; .. 

- bribg about commercial viability in the Board; 

dl . d" . d re uce outages an mterruptwns; an 
. I . t . . mcrease consumer satls actwn. 
. I . 

The APD¥ schemes are being implemented through 12 operation circles of 
the Himclial Pradesh State Electricity Board (Board). The Superintending 
Engineers (SEs), being incharge of circles, have been designated as Chief 
Executive Officers (CEOs) for the implementation of APDRP schemes. They 

· are assisted by the Executive Engineers. The Chief Engineer (System 
Planning) j is the nodal officer responsible for preparation, approval and 
monitoring of APDRP schemes. The implementation is being carried out 
under thel overall supervision of the Member (Operation) and Member 
(Technicap of the Board. The organisational chart is given in 
Annexurlxxvn. 

I Stop:~ t)~1~iidit .. ·. ; :fl . 

3.2.2 Thl implementation of APDRP. schemes by the Board during April 
2002 to ¥arch 2007 was reviewed by Audit between· July 2006 and March 
2007 in five (Bilaspur, Hamirpur, Una, Kullu and Solan) out of 12 circles 
selected oh simple random sampling method without repl~cement. As against 
the total sbctioned amount of Rs.322.78 crore for various schemes in all the 
12 circlesjof the Board, an amount of Rs.127.32 cr~re was sanctioned for the 
above five circles. Up to March 2007; the Board incurred an expenditure of 
Rs.343.d crore in all the 12 circles and Rs.127.76 crore in these five circles. 
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.I.e'.· 

/ 

3.2.3 The audit objectives of the Performance review were t~,/~scertain 
whether: 

I 
(/) the Detailed Project Reports (DPRs) Wyre prepared realistically to 

achieve the programme objectives; 
' I 

• the funding requirements were assessed realistically and funds were 
, sanctioned and released by the Govemmerit of India/State Government 
in time and the same were utilised ~,fficiently/economically and 
effectively for achievement of the objective of the programme; 

® schemes/programmes were implemented :in an efficient, economical 
and effective manner; 

the AT & C losses were reduced in accdrdance with the action plan 
and targets; 1 

monitoring of the programme was effective in securing timely and 
corrective remedial measures at all levels; : 

satisfaction level of consumers had i~Broved in terms of quality, 
regularity and cost of power supplied; and 1 

an effective and efficient system of daluation for assessing the 
achievements of objectives with reference :to the envisaged results was 
in place. 

I 

3.2.4 The audit criteria adopted for assessing 1 the achievement of Audit 
objectives were: 

Projections/targets set out in the DPRs; 

Guidelines/instructions of MOP on APDP/ APDRP; 
I 

Target and bench marks/conditions laid dotn in the MOU/MOA; 

Targets set for reduction of AT & C losses;: and 
' 

Monitoring mechanism envisaged in the gu~delines and MOA. 

3.2.5 The following mix of audit methodology w~s adopted for achieving the 
audit objectives with reference to Audit criteria of ~he performance review: 

• review of instructions/guidelines issued by MOP/State Government 
from time to time for implementation of APDRP; 

• review of agenda papers and minutes of the meytings of Whole Time 
Members (WTMs}.ofthe Board; 

examination of DPRs/Cost Estimates of the projects/schemes; 
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" . reJiew of details of funds received and utilised; 

e reJiew of records relating to procureiTient of material/equipment, 
·· imblementation · of projects and scrutiny of monthly reports on 
benchmarks/milestone of MOU/MOA; · 

reJiew of monthly progress reports and returns on physical and 
fidancial performance; and · 

issre of audit Onqtieries and interaction with the Management 

I Audit Jfin~ings ··1 

3.2.6 A~dit findings arising from the performance audit were issued 
(May 200f> to the State Government/Board and were discussed 
(16 August 2007) in the meeting of the Audit Review Committee for State 
Public Sebtor Enterprises (ARCPSEr The Secretary, Multi-purpose Project 
and Pow~r, Government of Himachal Pradesh and Member (Finance), 
Member (Technical), Member (Operation), _Chief Auditor, Ch:i.ef Accounts 
Officer, d:hief Engineer .(System Planning) Chjef Engineer (Technical) and 
Chief Engineer (Central Zorie) of the Board att~nded the meeting. The views 

· expressedj by the members have been taken into consideration while finalising 
the review. 

3.2.7 Aldit analysis of the imph!mentation of various APDRP schemes 
revealed bajor shortcomings/deficiencies such as non-execution of works 
provided I in the DPRs, deviation during execution of works, delay in 
completion of projects, diversion of APDRP funds, incorrect reporting to the 
MOP, avJidable extra expenditure, unfruitful expenditure, non-achievement of 
objectivej of APDRP, etc. These are discussed in the succeeding paragraphs: 

I· Projecfp)anning :·:£it\ 

3.2.8 obtimum benefit from investment in any project is best derived if the 
execution! of the project is undertaken after conducting proper survey of the 
ground rehlities in the field and collection of inputs for conducting cost benefit 
analysis.[ . 

Scrutiny of records revealed that there were cases of deviations/variations in 
the execution of projects indicating that the DPRs were not prepared keeping 
in view tHe requirements of the field units. These are discussed as follows: 

Non-exe+tion of works provided in the DPR 

3.2.9 DPR of Solan circle envisaged (March 2002) a provision of Rs.58.95 
lakh for +stallation of LT switched capacitors on 13 feeders for reduction of 
T&D losses to the extent of 1.50 MUs and thereby saving Rs.44.25 lakh. It. 
was how~ver, noticed that againstthe installation of LT switched capacitor on 
13 feeder~, installation was done (December 2006) only on one feeder at a cost 
of Rs.O.l@ lakh. Consequently, reduction in T&D losses could be achieved to 

I 
the extenf of 0.11 MUs only against 1.50 MUs envisaged. The unutilised 
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amount of Rs.58.85 lakh was diverted to oth~r component/works under 
APDRP and energy saving of 1.39 MUs as envisaged in the DPR could not be 
achieved. 

The Government stated (August 2007) that installation of LT capacitors was 
not desirable. The reply is not tenable as the installation of capacitors is 
necessary to maintain the required power factor. ~he Government also did not 
furnish the details as to the components on which funds of Rs.58.85 lakh were 
ultimately utilised. 

3.2.10 Physical and financial achievement of w0rk in six* circles revealed 
non-execution/negligible execution of certain works provided in the DPRs 
(March 2002 and March 2003). As a result, the major portion of the funds of 
Rs.10.42 crore provided (March 2002 and March 2003) for works as detailed 
below were diverted to other works. These works were not executed due to 
lack of planning in regard to arrangement of material. 

N~~ 
~ir~le 

Hamirpur Computerised billing, 79 Nos. 

Bilaspur 

Kullu 

Mandi 

Solan 

Shimla 

Computerised data 15 Nos. 
loggers, 

LT to HT conversion 413KM 

Computerisation Lumpsum 

11 KV ring 
Computerisation 

main 5 

DTR control 
Protection 
Computerisation 

Lumpsum 

& Job 

Job 

Protection devices Job 
Computerised billing Lumpsum 

1x3.15 MVA sub station Lumpsum 
at Summer Hill with 4 
outgoing feeder 

83.40 
45.00 

478.57 

70.00 

30.15 
70.00 

49.50 

70.00 

134.95 
59.40 

41.27 

Source: Compiled from relevant DPRs and records of the Board. 

4.88 
Nil 

Nil 

0.92 

Nil 
2.23 

5.37 

5.14 

32.04 
40.00 

Nil 

78.52 
45.00 

478.57 

69.08 

30.15 
67.77 

44.13 

64.86 

102.91 
19.40 

41.27 

5.85 
0 

0 

0 

0 
0 

10.85 

7.34 

23.74 
67.34 

0 

~ s:oo·· 

The Government stated (August 2007) that funds, were placed with the CE 
(P&M) for computerisation. The execution of Su:i:nmer Hill sub-station was 
not required due to system improvement. Conversion of LT line into HT line 
was also not required. The reply brings out the fact that the provisions in the 
schemes were made without proper and ,careful study of the data submitted by 
the field units. 

Deviation during execution of work provided in the DPR 

3.2.11 Hamirpur circle completed (March 2007) re-conductoring of 159.212 
Km LT line with higher size (7 /4.26 mm) of conducror having current carrying 
capacity of 189 Ampere at a cost of Rs.2.51 crore without any provision in the 

Hamirpur, Bilaspur, Kullu, Mandi, Solan and Shimla 
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DPR. It ~as observed that the existingAAAC conductor of 7/3.10 mm and 
7/2.21 mm size having current carrying capacity of 107 to 139 Ampere was 
sufficient I to cater the present requirement . of 50 Ampere current of the area 
and there was no justification for replacement of existing conductor with 
conducto~ of higher current carrying capacity of 189 Ampere. Thus, the 
expenditure of Rs.2.51 crore incurred on the above work without any 
provision! in the DPR was irregular and unfruitful. There were no reasons on 
record fo1 replacement of existing conductor with hi~h~r size of conductor. 

The Government stated (August_ 2007) that the eXIstmg conductor was very 
. old:lilld dbaged at many places ~'which caused disruption of power. The reply 
. is not terlable as this work was not included in the DPR of the circle and no 
justificatirn for using higher sizeof conductor was on record. 

' !.FundingJpa(terli Jc ~!c:.c: I 
I 

3.2.12 APDP: Himachal Pradesh being a special category state was entitled to 
100 per dent finance (90 per cent grant and 10 per cent loan at interest rate of 
12 per cJnt per annum) from the MOP. During 2000-01, the Board received 
Rs.25.32Jcrore (Grant: Rs.22.79 .crore and Loan: Rs.2.53 crore). The amount 
was kept in the current account of the Board where other funds were also 
being kept in contravention of MOP orders. . Out of the above amount, the 
Board utilised Rs.23.23 crore (2001-02). An amount ofRs.2.09 crore (Rs.l.88 
crore as !grant and Rs.0.21 crore as loan) remained un-utilised which was 
neither tlilansferred for utilisation for the APDRP schemes nor refunded to the 
MOP. · 

The Gov
1

ernment stated (August 2007) that Rs.13 lakh had been adjusted by 
the CE 

1
(South) and Central Zone. The fact remains that Rs.l.96 crore 

remained unutilised/unadjusted as of September 2007. . 

· 3.2.13 ~PDRP: For all the 12& projects in the State, the MOP sanctioned 
(August j2002 to May 2003) Rs.322.78 crore of which 90 per cent 
(Rs.290.~0 crore) was to be released by way of grant and 10 per cent 
(Rs.32.28 crore) by way of loan. The MOP, however, released the funds· to 
the StateiGovemment as detailed below: . 

(R . ) upees m crore 
•'Y~ar I (jrant.releas.!d,~' . ·: · . .Loant~leased • 

. 
Total ~~. ~· 

'•,,j . •., -,, -., ... I • .. 
I 

20Q2-03 38.74 4.30 43.04 

20Q3-04 108.78 12.09 120.87 
I 

20Q4-05 - - -

20Q5-06 78.41 -- 78.41 

2006-07 64.55 -- 64.55 

.. ... :i~ili( 'l··•.,s:;.· > F ~ 

,~~;-.-·~16.39 }'c. .... 290.48 . 306;87• 

Source:. Cokpiled from the relevant records of the Board. 

& I 
S~imla, Solan, Nahan, Rohroo, Rampur, Kangra, Dalhousie, Una, Mandi, Kullu, 
Silaspur and Hamirpur 

1 1os 
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Against the loan component of Rs.32.28 crbre, the MOP disbursed 
Rs.16.39 crore only as the loan facilities were dispensed with by the MOP 
with effectfrom November 2005. With theresult t~e Board had to arrange the 
remaining amount of loan (Rs.15.89 crore) from ~be REC at interest rate of 
6.75 per cent per annum. The amount was received by the Board in October 
2006 (Rs.14.30crore) andMarch 2007 (Rs.l.59 cr6re). 

' I P • 

Delay in release of funds by the State Governmen~ to the Board 

3.2~14 According to the APDRP guidelines, th~ State Government shall 
release funds to the Board within a week of t:h~ir receipt from the MOP. 
Failure to do so was to be deemed as diversion ofifunds and the MOP was to 
adjust an equivalent amount along with' 10 per ;cent penal interest against 
subsequent instalments of assistance. H was noticed that the State 
Government delayed the release of funds aggregating Rs.228.46 crore 
(grant:Rs.212.07 crore and 1oan:Rs.16.39 crore) to the Board by 7 to 637 days, 
thereby making itself liable to pay Rs.9.09 crorei as penal interest to MOP. 
Besides, the Board also had to bear the burden of Rs.l.Ol crore on account of 
interest at the rate of 12 per cent on loan componept of Rs.16.39 croire for the 
period of delay in release of the same by the State Government to the Boafd as 
tabulated below: 

28.1.03 17.74 1.97 27.3.03 19.71 51 0.28 3.30 

31.3.03 9.00 1.00 29.5.03 4.00 47 0.05 0.62 

19.6.03 3.00 72 0.06 0.71 

4.7.03 3.00 87 0.07 0.86 

23.10.03 108.78 12.09 13.1.04 58.00 74 1.18 14.11 

30.1.04 3.98 91 0.10 1.20 

3.7 30.00 245 2.01 24.16 

31.3.05 10.34 516 1.46 17.47 

30.7.05 . 18.55 637 3.24 38.95 

19:9.06 35.39 .. 7.11.06. 42 0.41 
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: It was also observed that the Board had not claimed reimbursement of the 
above int~rest of Rs.l.Ol crore from the State Government so far 

I . . . 
(August 2q01). No reasons were on record for delay in release of funds to the 

: Board by the State Government. 

1 The Board.l stated (August 2007) that the reply in regard to dday in release of 
funds would be given by the State Government and claim for reimbursement 
of interest bf Rs.l.Ol crore would be lodged with the. State Government. The 
State Gov~ffiment endorsed the reply of the Board without offering any 

' comments.~ · . 

Non-maintenance of a separate accmmt and diversion of APDRP funds 

3.2.15 Thj general terms and conditions for utilisation of funds issued by the 
MOP, intei alia, include that: . 

Q the utilities shall open a separate bank account in tpe frrst instance itself in 
a sche~uled/nationalis~d bank for the · purpose of implementing the 
Schemes under APDRP. Funds from the Government/internal resources or 

I 

loans from REC earmarked for the purpose shall be credited to this 
account. 

Cll The fuJds received under APDRP shall not be diverted for other purposes 
either by the State Government or utilities .. 

I .. 
Audit scrutiny revealed the following: . · 

3.2.16 Th~ Board did not open separate bank account for APDRP funds as 
required. ~he funds were kept in the existing current account of the Board. 

The Government admitted (August 2007) the fact of routing the transaction 
through th~ · existing current account without intimating the reasons for the 
same. 

3.2.1'7 Thei DPR of each circle provided for component-wise physical and 
: financial targets. During scrutiny of records, it was noticed that in nine cases 

pertaining to seven circles, APDRP funds of Rs.8.76 crore were utilised on the 
execution df works not provided in the DPRs resulting in diversion of APDRP I . , 

: funds to that extent without concurrence/approval ofthe MOP. Such cases are 
· i detailed in IArunexunre-XXVID. The cases of deviation were not re-ported to 

the MOP separately for information and approval. 

Non-receip~ of incentive component . · . . 

• 

1

! 3.2.18 As ~er guideline~ of APDRP, the Board would be eligible for incentive 
; i up to 50 p~r cent of the reduction in actual totru loss taking 2000-01 as the 
, ! base year. This incentive was to be utilised for improvement in the power 
• 

1 sector only. · 
'i 

I 
, I 

I 

I 
I 
I 

:I 
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The details of loss reduction and eligibility for incentive on this account 
during the last five years ended on 31 March 2006 ate given as under: 

. ' . 

No. : ~{i.J< 

Surplus ( + )/ 

deficit(-) 

(-) 3,688.26 (-) 10,655,77 (-) 5,224.38 (-)'4,621.88 (-)3,724.64 (-) 2,047.56 

2 Less increase in (-) 604.31 
sundry debtors w.r.t. 
the base year (other 
. than debtors of 
electricity dues) · 

3 Less qualifications of (-) 6,498.70 
Auditors for the 
current year 
(qualification for the 
prior period not to be 
included) 

4 Net eligible loss for 
the year 

5 Eligibility for 
incentive 

10,791.27 

(-) 94.14 (-) 195.53 

(-) 82.23 (-) 3,181.62 

10,832.14 8,601.53 

2,189.74 

Source: Compiled from accounts of the Board. 

(-) 468.58 (-) 921.91 (-) 1,572.31 

(-) 782.00' (+)3,233.00 (-) 2,645.00 

5,872.46 1,413.55 2,169.75 

1,918.81 9,377.72 8,621.52 

It would be seen from the above table that the Board :was eligible for incentive 
.of Rs.l25.54 crore (50 per cent of the cash loss reduction of Rs.251.08 crore 
during 2002-06) as compared to the base year 2000-o'l. 

The Board's first claim of Rs.W.32 crore for: 2002-03 was rejected 
(October 2003) by the MOP due to non-submission in the required format. 
The Board's subsequent claim of Rs~36.78 crore (December 2004) for 2002-03 
to 2003-04 was pending with the MOP as on March 2007. The Board 
submitted (March 2007) the revised claim of Rs.253.58 crore for 2002-06 
which has been overstated by Rs.2.50 crore .. Submission of incorrect claim 
would result in further delay in receipt of claim from the MOP. Due to non'­
receipt of claim, the amount could not be utilised for making improvement in 
power sector. 

The Government admitted (August 2007) non-receipt of incentive claims. In 
regard to submission (March 2007) of incorrect cl~ for 2002-06, it was 
stated that the Board had submitted the claim without waiting for the final 
comments of the Statutory Auditors. The reply is not.tenable as the claim was 
lodged (March 2007) after finalisation of audit of acc~unts. · 

The qualification of Auditors for. the year 2003-04 was .Rs. 782lakh ~s per Balance Sheet. 
However, the Board in its claim had indicated it as Rs.532 lakh. As such, the qualification was 
understated to the extent of Rs.250 lakh. Consequently, . the incentive claim was also 
overstated to that extent 
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Slow pacJ of execution 

3.2.19 nJring the last five years ended March 2007, the expenditure incurred 
by the B9ard on APDRP projects vis-a-vis the funds sanctioned by the MOP 
was as un

1

tler: 
(Rupees in crore) 

shiurua 23.00. 25.8.02 3.30 20.83 24.21 5.51 13.80 

2 Sol~n 20 .. 59 4.53 7.29 25.8.02 2.95 19.76 24.41 

3 24.42 25.8.02 2.13 5.09 10.39 20.32 23.80 

4 38.08 26.5.03 2.30 10.20 26.34 42.19 

5 14.83 26.5.03 1.56 7.26 17.94 17.75 

6 27.24 26.5.03 1.49 7.12 23.60 .29.50 

7 Da~ousie , .. 27.28 26.5.03 1.50 10.06 27.19 32.13 

8 uuJ 22.02 26.5.03 2.21 6.38 18.44 23.16 
I 

9 40.61 26.5.03 1.46 8:68 31.10 45.78 

10 Hafuill"pu 32.47 4:12.02 1.46 28.64 30.43 
r I 

6.77 18.16 

11 · Ku~u 26.30 26.5.03 0.47 6.03 19.15 29.71 

12 Bil~spur 25.94 26.5.03 0.78 7.38 15.23 20.05 

;, ~~~t!l4t•L-·: j: , 322.{!1. 1 .. , i 1.:?.84 33.6( ~ : u2js:; '~ 26854 ~:l,43:ti• 

Soilrce: Co~ piled from ~elevant' records of the Board. 

It would' be seen. from the above, that utilisation of funds during the initial 
three years i.e. 2002-05 was very less. Had the works been executed equitably 
over the period of the scheme, the cost overruns in execution of the works (as 
mentiondd in Paragraph 3.2.30 infra) could have been avoided to some extent. 

The Go~emment attributed (August 2007) the slow pace of execution in the 
initial years to delay in receipt of material, administrative approval and 
sanction !for expenditure. The reply is not tenable as all these factors· should 
have been kept in view at the planning stage itself. 

Non-coJpliance with the MOU/MOA . . 

3.2.20 1s per MOU, the State Goveriunent was required to undertake 
computefised billing and put in place the system of accounting and audit of all 
consumers by March 2005. It was observed that out of 227 consumer 
sub-divi~ions having about 17 .56-lakh consumers in the State, the Board had 
taken up computerisation of only 2.40 lakh consumers (13.67 per cent) in 
49 consJmer (21.59 per cent) sub-divisions up.to 31 March 2007. Thus, even 
after twb years from March 2005, the status of computerisation in the State 
was only 13.67 per cent. As against the total provision of Rs.12.20 crore for 
computdrisation in all the 12 circles, the Board spent an amount of Rs.70.97 

. I 
lakh (5.82 per cent) only up to March 2007. Due to non-computerisation of 
. . I . ·. . . . . 

I 
'fhe excess expenditure of Rs.20.34 crore was met by the Board from its own funds 
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billing process, the Board was not able to bill the maximum consumers each 
month resulting in delay in receipt of re,venue. 

The Government stated (August 2007) that the computer cell of the Board had 
started (May 2005) the work of computerisation and packages of 
Rs.23.38 crore for. the work had been awarded t6 a finn. The firm had assured 
to complete the work by November 2007 ~ The: reply is not acceptable as the 
work which was to be completed by March 2005 has been taken up only in 

· · I I 

May 2005 and only 13.67 per cent wo~k has been completed by 
31 March 2007. Hence, the question of completion by November 2007 does 
not arise.·· l)le excess cost involved in award ;of work and the source from 
which it was to be met wa.S not made available to Audit. 

3.2.21 As per MOA and MOU, the Board was;required to undertake energy 
audit and commercial accounting at all level~ to. identify and reduce the 
transmission and distribution losses (T&D) by ,March 2005. To achieve this 
objective, Energy Audit and Energy Accmmti'ng · (EAEA) for each 11 KV 
feeder and distribution tra~sformer. (DTRs) on actual meter reading basis was 
to be done. 

The progress achieved in this regards by the Board is detailed below: 

18,860 18,325 97.16 18,325 97.16' 16,703 

Source: Compiled froin relevant records of the Board: 

In this regard, it was observed (March 2007) as under: 
., 

o The Board had not achieved cent per cent target of EAEA of all the . 
feeders and DTRs. 

• The Board had neither rescheduled the billiqg cycle for all the consumers 
fed from particular feeders/DTRs nor re-grouped the consumers as per 
billing cycle to locate the actual pockets of higher energy loss. 

~~~ In Parwanoo town under Solan circle, where the· Board had installed 
electronic meters on 417 DTRs the percentage of T &D losses was 
recorded as(-) 2.32, (-) 0.82, (-) 9.00 and(-) ~12.75 in March, .July, October . 
and November 2006 respectively. This was due to the fact that energy 
received and sold by the Divisions in a parti¢ular month was not recorded 
correctly and energy a.udit was not conducted cent per cent. 

' 

ct The EAEA data was not being prepared :strictly as per billing cycle 
.(monthly, bi~~onthly and tri-monthly)· and . compared with the 
·.consumption of energy in the DTR for the same period. · 

e The Board did not identify the accredited :agencies for the purpose of 
EAEA, project formulation, turnkey implementation, project monitoring 
and project evaluation. ·· · 
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i) The Bo~d had reported to the MOP that EAEA in Solan cirde has been 
done a~ 100 per cent and 99.38 per cent respectively whereas the actual 

I . 
achievement of EAEA was to the tune of 67.73 per cent only. Test check 
of recotds of Parwanoo and Solan divisions of Solan circle revealed that 
EAEA [had not started in 224 out of 417 and 293 of 398 DTRs of 
Parwanoo and Solan divisions respectively. Thus, in these divisions, 
actual kchievement . of EAEA itself was . only 36.56 per cent and the 

I . 
1 

reporting by the Board to MOP was, thus, not correct. 
. I . . . . . . . . 

The Goven;rment stated (August 2007) that in Solan circle as a whole, EAEA 
is close to ~arget of 100 per cent whereas in Parw~moo and Electrical Division 
Solan, EAEA could not be completed due to shortage of staff and 100 per ce.nt 
EAEA wohld be · ensured with in one month- time. The reply of the 
Governmeryt itself is contradictory and the fact remains that EAEA has not 
been done ~o that extent as reported to MOP. 

3.2.22 As per MOA, the beneficiary (Board) should fix allocation of power to 
a circle at the point of import in the circle and evolve a mechanism of transfer 
pricing of dnergy to the circle within four months of the signing of the MOA. 
Mecbanisrrl for regulating over drawls and/or under drawls should also be put 
fu place. I The Board has not evolved any . such mechanism so far 

1 (March 2007). · . · · · · ·· · 
. . I . ·. . . 

• 
1 The Government stated (August 2007) that it was decided (September 2003) 

I 

1 in the Ist i.Distribution Reforins . Committee (DRC) meeting to restrict the 
activities t~ circle wise computation ofT & D losses. The reply is not tenable 
as the DRO was not empowered to alter the conditions of MOA. 
·. I . . . 

1 3.2.23 As per MOA, the Board bas to adopt turnkey packaging concept or 
evolve a rate contract for procurement of equipment of repetitive nature, adopt 
the stand~d specifications so · that the CEOs ~Y able to operate the rate 
contract for procurement of equipments to · .J,Tieet the respective project 
implementJtion schedule. ·The standard specification for turnke:f·contract with 
reliability dnd quality norms and performance guarantee provisions as well as 

' list of accrJdited contractors were to be in place within two months of signing 
, of the MOlt\. The project execution mechanism was to be finalised by the 

Board and informed to the MOP within four months of signing of the 
·agreement. 

I In this regard, it was observed (March 2007) as under: · 

a The . B1ard fl~ated tend~;s for p~ocurement of material. Standard 
specifidations were not evolved for procuremeni of equipment of repetitive 
nature tesulting in incurring of avoidable extra cost of Rs.32.33 crore on 
purcha~e of different material from different suppliers (Annexmre-IV) 
referred to in paragraph 3.2.30 infra. I . . . . . . . 

fl Rate c
1

ontract system as envisaged bad not been evolved so far 
(August 2007).. . . 

il The. prdject execution mechanjsm had also not been evolved and intimated 
to the MOP as required (August 2007). 

I . . 
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• The PGCIL (consultant) had also not prepared any model bidding 
document for use by the utility for awarding contracts (August 2007). 

The Government stated (Aug ust 2007) that purchases were made according to 
the year-wise requirement, efforts were made to finali se rate contract in 
respect of non-critical items but the same could not material ise due to poor 
respo nse from manufacturing firms/suppliers based in Himachal Pradesh, the 
mode of scheme execution was intimated to the MOP/D RC and standard bid 
document framed by the National Productivity Counci l in respect of three 
c ircles was forwarded to the CE (South). The reply confirms Audit 
contention. 

3.2.24 The Board did not comply with the requirement of the MOA in regard 
to outsourc ing of activities like consumers indexing, mete r reading, billing, 
bill de li very and periodical maintenance of DTRs and sub-station equipments, 
lines, etc. It had also not declared the po licy frame work for outsourcing of 
above activities so far (August 2007) though the same was required to be 
declared within s ix months o f signi ng of the MOA. 

The Government stated (August 2007) that outsourc ing of such activities had 
not been considered as general policy in view of vary ing conditions in various 
areas. Need based outsourcing for bill s di stribution was, however, resorted to 
by Mandi , Hamipur, Una and Kangra ci rcles partially. The reply is not tenable 
as the compli ance with the requirement of the provisions/conditions of MOA 
was mandatory. 

3.2.25 As per MOA, the CEO should be retained for a minimum period of 
three years irrespecti ve of promotion. In Kullu circ le, the CEO was, however, 
changed three times within a period of two years. There were no recorded 
reasons for these changes. 

Further, the CEO should be allowed to open a separate account with a bank 
within a mo nth of s igning the MOA for depositing the increased revenue 
resulting as a consequence of investment made to as ess benefi ts accrued in 
each circle in te rms o f revenue. This had not been done so far (August 2007) 
in any of the c ircles test checked. 

3.2.26 The Board had not established the dis tribution c ircle as a profit centre 
and as an independent administrative unit with delegation of technical and 
financial powers for operation, maintenance, project implementation and 
o utsourc ing so far (August 2007). 

In addition to above, the foll owing conditions of the MOA were not complied 
with (A ugust 2007) in any of the fi ve circles test checked. 

• Digital interface for automatic logg ing of data into a compute r at the 
sub-stations to be provided within nine months. 

• Necessary in tallations to be provided within two months of signing of the 
MOA for entering feeders outages in the computer, causes for the same 
and corrective and preventive action taken at the sub- Lations. 

• A system of recording consumer's complaints to be developed and the 
corrective and preventive action to be recorded alo ng with maintenance of 
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serV-ice to the consumers/increased consumers' satisfaction. 

® The coJputerised billing centers were not established in each circle within 
one ye~ from the date of agreement though this was required to be done as 
per the MOA. ' 

- . I 

· • The Goverrtment stated (August 2007) that computerised billing and EAEA 
I . 

. i would be cqmpleted by November 2007, · 

: Delay in co~pletion of turnkey projects 
: I 
, 3.2.27 APDRP guidelines provide for adoption of turnkey contract system for 

completion [of APDRP packages. in tim~. Accordi_ngly, the Bo~d decided 
(March/August 2004) to award constructiOn of 33/1.1 KV sub-station, 22 KV 
control poiilt, 33 KV lines, remote metering, expre~§ feeders, re-conductoring 

I of High Te~sion (HT) lines and Low Tension (LT) panels on turnkey basis. It 
' was obsectred (March 2007) that in five$ circles, the Board awarded 

I . . 

: (August 2004 to February 2007) 24 contracts on turnkey basis after a delay of 
about 6 to [28 months (March/August 2004) for Rs.32~78 crore against the 
provision ofRs.19.57 crore in the DPR. The awarded cost was 67.50 per cent 

1 

higher thru1 the provision in the DPR. The circles took 3 to 19 months in 
finalising the turnkey award. The award of turnkey projects was delayed due 
to the fact that the Board had made provision in the DPR on the lower side and 

' the specifi9 geographic locations/c.onditions and cost escalation due to delay in 
award were not taken into account. 

The Goverhment attributed (August 2007) delay to poor response of bidders, 
increased divil works; tough geographical conditions and difficulties in getting 
the site re~dy for construction; The cost overrun was due to hike in prices of 
steel and other related material. The reply is not tenable as initially the Board 

I delayed th~ awarding of works on turnkey basis and after award, it was not 
ensured th~t contractors adhere to the prescribed time schedule. The factors 
like incre~sed civil works, tough geographical conditions and difficulties in 

1 

· getting the/ sites ready foi construction were not new to the Board and should 
have been managed by proper and timely planning. 

Non-levy Jfpenalty for delay in completion of turnkey projects 

3~2.28 As/ stated in paragraph 3.2.23 supra, the Board should have adopted 
turnkey corcept for execution of works. It was, however, observed that: 

e Out o~ seven# circles, two* circles did not award any contract on turnkey 

• ::~~ ~ircles awarded 15 contra~ts on turnkey basis during March 2005 to 
October 2006 and the completion of the same was delayed by six to 
65 weJks. 

I 
$ I ' ·. 

Kullu, Una, Mandi, Rampur and Solan 
Sol~n, Una, Kullu, Rampur, Bilaspur, Mandi and Hamirpur 
Bil~spur and Hamipur . 
Solan, Una, Mandi, Rampur and Kullu · 

# __ 

@ 
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• As per the standard terms and conditions of turnkey projects, the extension 
of time for completion was to be granted only if the delay was due to 
natural calamities or unavoidable circumstances. Wi thout adhering to 
above c riteria for granting exten ion of time, the Board granted extension 
in three out of 16 cases and recovered only Rs. J 8.58 lak.h as penalty 
against the tota l recoverable penalty of Rs.l.36 crore. Thus, grant of 
extension without justifiable reasons and non-recovery of penalty resulted 
in extension of undue favour to the contractors and loss to the Board to the 
extent of Rs. l .17 crore. 

T he Government stated (August 2007) that the delay occurred due to 
miscellaneous site problems and the penalty was recovered wherever it was 
due. The reply is not tenable as the extensions were given to the contractors 
without j ustifiable rea o n and penalty for delayed completion should have 
been recovered by the Board. 

Loss of revenue due to delay/non-execution of works 

3.2.29 During scrutiny of records, it was noticed that work of construction of 
new sub-stations$ was included in the annual working programme for 
2002-05. The work of construction of new sub-stations at even places· was 
included in the annual working programme for 2004-05. The e works 
awarded to various contractors on turnkey basis were not completed with in the 
annual working programme framed by the Board. In Bilaspur c ircle, the target 
of re-conductoring of lines was not achieved due to non-availability of 
conductor. Delay in completion/non-execution of targeted works resulted in 
loss of potential revenue of Rs. l 5.32 crore as envisaged in the schemes 
(Annexure-XXIX). In the case of construction of new sub- tations the delay 
was attributable to contractors and in ca e of re-conductoring, the Board itself 
was responsible as the work was executed departmentally. 

The Government stated (A ugust 2007) that delay in execution/con truction 
occurred due to miscellaneou reasons (geographical conditions, increased 
civi l works etc.) as well as on the part of the contractors. Delay in 
reconductoring in Bi laspur circle was due to late receipt of requirement of 
material from the Bilapsur ci rc le. The reply is not tenable as these issues were 
not new to the Board and could have been overcome through proper planning. 

A voidable extra expenditure 

3.2.30 It was noticed that in s ix cases (Annexure-XXX), the Board incurred 
avoidable extra expenditure of Rs.35.99 crore due to allotment of works at 
higher rates, failure to purchase the material in bulk, use of conductor of 
higher size, delay in completion of works, non-receipt of material, etc. 

Kharooni, Ramshehar, Subat/111, Dar/aghat and Nalagarh 
Nagwain, Sa uti Khud, Baggi, Tikken, Makreri, Bhadarwar and Cholthra 
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Un-utilisek sub-standard cable 
I 

3.2.31 TJe Board purchased (February t~ December 2004) 2087 KM PVC 
cable valu~ed at Rs.l.57 crore for replacement in various work of APDRP. Out 
of above, j sub-standard cable valued at Rs.42.90 lakh was still lying in the 
stores awaiting replacement (September 2007). 

The GoJmment stated (August 2007) that the suppliers were requested to 
replace thb cable from time to time and if the cable was not replaced within 
two months, the earnest money deposits would be forfeited. Further 
developm~nts are awaited. 

Undue beLfit to the industrial consumers · · 

. I . 3.2.32 TJere was provision in DPR of Una circle for construction of 2x3.15 
I 

.. 
i 

. I 
I 

.• i 

MV A, 33111KV manned sub-station at Tahliwala. The CE (Operation), North 
Zone, Dharamshala awarded (July 2005) the work to YGC Projects on turnkey 

I 

basis for Rs.l.56 crore. The scope of work was subsequently (March 2006) 
changed d~e to increase in load demand of the area by increasing the capacity 
of the traAsformers from 2x3.15 MVA to 2x 6.30 MVA and the size of the 
conductor from 100 mm to 150 mm at an extra cost of Rs.86 lakh. The 

· Tahliwala sub-station was commissioned in October 2006. As per the 
decision. taken in the 35th meeting of Sub-Transmission Committee of the 
Board, th~ extra cost of Rs.86 lakh was to be recovered from the existing and 
the new ihdustrial consumers as per HPERC regulations. Audit, however, 
observed (March 2007) that the excess cost was charged to APDRP, which 
tantamourlts to extension of undue benefit to the industrial consumers to that 

I . 

extent and burdening and irregular utilisation of APDRP allotments. The 
Board issded (December 2006/J anuary 2007) demand notices for recovery of 
excess coh of Rs.28.73 lakh to three existing consumers. But no effective 
steps wer~ taken for recovery of the same. On this being pointed out, the 
Board, hdwever, issued (January 2007) demand notices to the remaining 
consumer~ and Rs.50.80 lakh has been recovered from 20 consumers. The 
balance aihount of Rs.35.20 lakh is still outstanding. 

3.2.33 Th~ Electrical Division at Parwanoo constructed (June to September 
2006) 33 KV double circuit line from Baddi to Malpur under Solan circle 
through dim key contract awarded by the CE (Operation), South Shimla 
against wliich an expenditure of Rs.1.58 crore had been incurred though there 
was no prbvision for the same in the scheme. The line was required for fast 
developin~ industrial areas at Baddi and B.arotiwala and 50 per cent of the cost 
of this line was to be recovered from the beneficiaries.· I . 

I The Government stated (August 2007) that the Board had recovered Rs.1.80 
crore frocl the consumers. The reply is, however, not correct as the Division 
had recovbredladjusted only Rs.32 lakh up to August 2007. Thus, balance 
expenditute of Rs.1.26 crore remained un-recovered from the concerned 

I consumers (September 2007). 

I 
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Un-fruitful investment 

.~.2.34 As mentioned in paragraph 3.2.8 supraJ the DPRs were prepared 
without conducting proper survey and collection of complete information from 
the field. During scrutiny of records relating tq execution of works in the 
field, it was noticed that in two cases (Aim.exure~XXXJO, the Board incurred 
expenditure of Rs.l.l 0 crore on the works which were not being utilised as 
envisaged. This rendered the expenditure as unfniitful. 

Incorrect reporting to the MOP 

3.2.35 During scrutiny of records relating to furirishing of financial progress 
to the MOP, it. was noticed that the Board di~ not take due care of the 
expenditure actually incurred by th:e. field : units. As detailed in 
Annexure-XXXIII, the figure of financial progress intimated to the MOP was 
higher by Rs.6.67 crore in first three cases wlllle in the fourth case, the 
incurring of expenditure of Rs.4.80 crore :was not Intimated at alL 

Installation of old equipments 

3.2.36 As per instructions for implementati<?n of APDRP, only new 
equipment/material was to be utilised in APDRP projects. Audit, however, 
observed (March 2007) that old/dismantled equipments lying in stock having 
residual value of Rs.43.71 lakh as tabulated belo:W were installed in violation 
of the instructions during 2005-07 in APDRP projects and the amount was 
booked to APDRP: ' 

2. at 2.47 from 

3. sub-station at 12.30 Old! HT Shunt Capacitor transferred 
Jawalamukhi from Transmission Division Tutu 

4. 2x2.5 MVA sub-station at Without value Dismantled transformers from 
Beri s·undemagar were diverted to Beri 

Sub~station. 

5. 2x2;5 MV A sub-station at Without value Dismantled transformers from 
Subathu Nal~garh were diverted to Subathu 

sub~station. 

6. 63 KVA, 25 KVA, 100 4.94 Repaired transformer 
KVA and 250 KVA (Una utilj.sedlinstalled. 

Source: Compiled from relevant records of the Board: 
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The MOP has not been informed about installation of old equipments. 

The Government stated (August 2007) that old equipments were installed due 
~o non-.a~lailabilit_y of new ~quipments. The re~l~ is ~ot ten~ble as the 
·mstructwns for ImplementatiOn of APDRP prohibited mstaUatwn. of old 
equipments in APDRP works. 

I 
·'N'~~:a~m~~M~nf'ij[[i5jltti~~. ~RI!::, . 
Higher AJgregate Technical and Commercial losses (AT&C) 

3.2.37 AJainst the target of total AT&C losses of 15 per cent to be achieved 
. I 

by 31 March 2007, the Board could reduce AT & C losses to the extent of 
25.34 pericent only up to 2006-07. Further, as on 31 December 2006, the 
AT & C losses in the circles test checked by Audit ranged between 23.21 and 

I . 
75.16 per cent as detailed below: 

I 

Source: Compiled from the relevant records of the Board. 

The Gove~ment stated that there was no target for reduction of AT & C 
I . • 

losses to 15 per cent. It was further stated that except for Rohru crrcle, losses 
had been ieduced in other circles. The reply is not tenable as the ultimate 
objective of the scheme as per direction of the MOP was to bring down the AT 
& C lossek to 15 per cent. Thus, non-reduction of AT & C losses as per 
targets resililted in potential loss of revenue of Rs.494.39 crore in the above 
five circlesl. · . · 

· Reliability knd quality of power 

3.2_.38 ~h~ . main objective. of ~p~~ was to increase the c?nsum~r 
sattsfactwn m respect ofquahty, reliability and cost of power. To achieve this 
objective, the MOA prescribed targett:!bench marks for strengthening of the 
system, achieving self sufficiency and interruption free power supply to the 
·consumers.[ Audit scrutiny revealed that the Board failed to achieve these 
objectives in respect of DTRs failure rate, HTILT line ratio and gap between 
average re~enue realisation (ARR) and average cost of supply (ACS) as 
discussed b1elow: . 

Excess faifn mte of D'J.'Rs 

3.2.39 With a view to increase the consumers' satisfaction and reliability of 
power, the I PGCJ[L had fixed the benchmark of 1.5 per cent for failure of 
DTRs. Th.e Board, however, fixed the bench mark of two to 4.5 per cent for 

I . 
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failure of DTRs for six& circles and 1.5 per cent for the Board as a whole. It 
. I 

was observed that two (Kullu and Solan) out of five circles test checked could 
not achieve the fixed bench mark (in percentage) as detailed below: 

·.:~!;~~j:~e~~:~··:~~~,;~ 
'. -~:<~~·ta2oo6-~J)~f ~~-: ,·~,· ':1:~,~ 

Una 3.38 4.34 3.48 3.89 3.45 2.65 

Harnirpur 2.00 1.70 2.46 1.88 2.04 2.02 

Kullu 4.50 6.04 4.91 6.85 4.94 6.31 

Bilaspur 4.40 5.55 5.60 4.90 3.94 3.39 

Solan 2.54 2.91 4.14 4.74 

In almost all the circles, the Board attributed failure of DTRs to internal faults, 
areas being lightening prone and shortage of staff which led to inadequate 
maintenance without finding out the actual reason for failure of each D'I'R 
with a view to taking remedial action. 

The Government stated (August 2007) that there were no specific target for 
reduction to 1.5 per cent. The reply .is not tenable as the bench mark of 
1.5 per cent was contained in the DPRs of the circles. 

Non-reduction in HTILT line ratio 

3.2.40 Long distance LT lines without adequate spacing of transformers are 
the main cause for line losses, LT faults and ·failure of DTRs. The CEA 
recommended 1:1 ratio of HTILT line as an ideal ratio for minimising tJte 
losses. As against the above ratio, the B.oard fixed the HTILT ratio bench 
mark of 1: 1.5 for the circles test checked as well as Board as a whole. The 
detail of bench mark actually achieved by the Board as a whole as well as by 
the circles test checked was as under: 

"·<2ir~ie s c: -ji,',Sfar~eC· ;;z:oo2~o~· ..•. :ioo3~~:.l t . 2ri04~0~i·'' ~- czoos-o6j,~, ~;2006-07. 
Una 1:1.5 1:2.01 1:1.98 1:1.98 1:1.92 1:1.84 

Hamirpur 1:1.5 1:1.86 1:1.84 1:1.77 1:1.72 1:1.72 

Kullu. 1:1.5 1:2.63 1:2.61 1:1.84 1:1.73 1:1.70 

Bilaspur 1:1.5 1:2.17 1:1.86 1:2.57 1:2.51 1:2.60 

Solan 1:1.5 1:2.28 1:2.19 1:2.17 

Board 1:1.5 1:1.97 1:1.89 1:1.85 1:1.80 NA 

Source: Compiled from the relevant records of the Board. 

It can be seen from the above table that in none of the circles; the benchmark 
of 1: 1.5 was achieved by the Board. The non-achievement was due to 
non-construction of adequate HT lines under APDRP and non-conversion of 
L T lines into HT lines. 

&_ Una, Hamipur, Kullu, Bilaspur, Rohru and Solan 
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ended 31 March 2007 

stated (August 2007) that there was definite improvement in 
the ratio of HT and LT lines and the Board had not fixed bench mark to 

ratio because it required huge investment. The reply is not 
Board had fixed the bench mark of 1: 1.5 for circles test checked 

• : 3.2.411 ofT & D losses is necessary to generate more revenue. The 
: ; HPERC ""''r"'"'"n the T & D losses of 23.5 per cent with one per cent 

· i ; reduction year for energy sold within the State in the tariff order approved 
. : (October 1) by it. The losses beyond this limit were to be treated as 
• : inefficiency were not to be passed on to the consumers through tariff. H 
: ! was noticed the Board failed to achieve the above targets during 2004-05 
. : to 2006-07 2006) in four out of five circles test checked, as the 

ranged between 25.82 and 40.25 per cent which accounted for 
of 213.86 MUs valued at Rs.63.08 crore as detailed below: 

Hamirpur 

Kullu 

Bilaspur 

on record to show. that the Board had taken any steps to 
& D losses. 

stated (August 2007) that the target fixed by HPERC was for 
a whole and not for individual cirCles .. The reply is not tenable as 

also fixed in the DPR of each cirde. Further, the Government 
reply to paragraph 3.2.22 supra that it was decided in the first 

uno.:oLJLHl': to restrict the activities to circle-wise cmnputation of T &D 

of records also revealed that in the Hamirpur circle, power 
.· : was being . supplied to different 33/11 KV sub-stations from 16 MV A 
: ; 132/66/33 sub-station at Anu. But due to overloading in winter, 33 KV 
: 

1 sub-stations at Barsar and Galore were fed during 2003-04 to 2006-07 from 

' 
I 

:I 
! I 
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sub-station at Rakkar (Una) through a lengthy HT l:i.ne (Una-Barsar: 46 KM 
and Una-Galore: 57 KM) resulting inj avoidable energy loss of 1.276 MUs 
·valued at Rs.37.64lakh. The Board should have augmented the sub-station at 
Anu to minimise energy losses by avoiding supply of energy through lengthy 
line. 

The Government admitted (August 2007) the fact of incurring excess T &D 
losses due to supply of power to these sub-stations in winter through longer 
route owing to overloading of 16 MVA sup-station at Hamirpm. The 
Government further stated. that the sub-station ,at Anu· (Hamirpm) was being 
augmented shortly to obviate this problem. 

3.2.43 Effective periodical monitoring is necessary for efficient and . 
economical execution of projects. It helps in detecting deficiencies at different 
stages of execution and taking remedial measures in time. Effective 
monitoring is possible through strong: management information system and 
internal control mechanism. Internal audit is the main tool of internal control 
of an organisation. In regard to monitoring, the following deficiencies were 
noticed: · 

~ In terms of clause 6.1 (a) of the MOA, a St~te level Distribution Reforms 
Committee (DRC) was to be constituted by the Board within one month of 
signing of the MOA and the DRC. was to meet once in three months to 
review the progress of APDRP schemes, compliance of conditions of the 
MOU/MOA and performance against APDRP targets and bench marks. 
The MOA was signed on 7 December 2002 and the DRC was constituted 
in February 2003. The DRC, however, :held only five meetings till 
April 2007 as against 17 meetings required to be held. 

® Clause 6.2 (d) of the MOA envisages· that there shall be monthly 
monitoring and review of achievements . in respect of technical and 
commercial bench marks by the , CEO of the circle and the Advisor . 
(PGCIL). The proposals for overcoming the shortfall noticed during 
monitoring/review were to be submitted to the MOP. ---Thi.~_requirement 
was not complied with in the cirCles test checked during tJ:ie' period of 
review. 

o The Board enhanced powers of the Chief Engineer/Superintencling . 
Engineer/Executive Engineer for J.ll.aking purchases for APDRP works for 
speedy execution of works. It was noticed t;hat the material valued at 
Rs.69.08 lakh was pmchased by :kullti, Una and Bilaspur circles under 
enhanced power but the same wa~ utilised in works other than APDRP. 
Thus, the Board failed to monitor the utilisation of material purchased for 
APDRP works. 

G The Board did not have system of internal ·audit for APDRP works. The 
already existing internal audit ceH of the Board was not auditing the 
APDRP works. 
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• The implementation of APDRP work was discussed by the whole time 
members (WTMs) of the Board from time to time and delay in execution 
due to non-availability of material was noted. Though the WTMs directed 
the field staff to take remedial mea ures to peed up the works, compliance 
with the direction was not watched by the WTMs. Thus, the di cussion at 
the level of WTMs did not prove fruitful. 

The Government stated (August 2007) that despite holding of five DRC 
meetings, periodical meetings with the MOP and PGCIL were held from time 
to time which served the ul timate objective. The progress was also reviewed 
at the Board level and during reviews conducted by the MOP and necessary 
measures were also taken. The reply is not tenable as the Board neither 
complied with the terms and conditions of MOA nor monitored the 
implementation of schemes as envisaged. 

I Non-appraisal of performance 

3.2.44 For assessing the usefulness of any project and ascertaining the 
benefits actually derived wi th reference to those envisaged in the DPRs, the 
system of appraisal of performance should be in place in an organi sation. It 
was ob erved that the system of appraisal of performance was not in place in 
the Board. Out of 19 components of 12 projects, 14 components were 
completed by the Board at a cost of Rs.30 1.03 crore between 2002-03 and 
2006-07. In the absence of sy tern of appraisal of performance, the Board had 
not as essed the usefulness of execution of the above component . Thus, it 
could not be ascertained in audit as to whether the envisaged benefits had 
accrued. 

I Acknowledgement 

3.2.45 Audit acknowledges the co-operation and assistance extended by the 
Board and officers of the State Government at various stages of conducting the 
performance audit. 

I Conclusion 

The Board failed to prepare the DPRs for APDRP schemes/projects after 
keeping in view the requirements of the field units. It also failed to 
comply with the conditions of MOU/MOA. Consequently, there was 
delay in completion of projects and there were also deviations in 
execution resulting in time/cost overrun, diversion of APDRP funds, 
non-achievement of targets, etc. The monitoring was deficient due to 
weak management information/internal control system and absence of 
internal audit system for APDRP works. The system of appraisal of 
performance was also non-existent. 
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Q 'JI'lhle system q]>f fr'm.·mllllllatimn q]>fr' DIP& IDl.eedls tq]) lbe streamTinm~dl tq]) prevellllt 
Sl!lllbseql!lleiDlt clhlallllges at execl!lltiq])IDl stage~ time aiDl.dl cm;t q])VCJ!"ll"llllllll alllldl 
llllq])llll-accruaH q]>f lbellllefi.ts. 

"' 'JI'llne mqJ>mtoirillllg sllnol!llidl lbe stirellllgtllnelllledl to ellllSlll!Ire dletedioiDl q]>f 
defi.dencies mn«ll tq]) eiDl.Slll!Ire appirq]>pJriiate Iremedliiall adnoiDl at proper tiime. 

o §ystl:em of peirlt'oirmallllce appiraiisall sJlnq]>l!lllla:fi lbe pllllt iillll pllace tq]) evallllllate 
tllne nnsefl!lllll!lless qJ>f execnntiimn qJ>f projects allll«ll lll!tiilliise tllne feei!ll lbaclk f®Jr 
pll"eparatnmn ®f Jl))JPJRs p:r®pedy f®Ir fnntaue Jlllirq])jeds. 

o Clleal!" titHe to siite slht®1lllhll lbe ellllSlllllr"ed lbef®ll"e execudiollll ®f cmntracts. 
IPr®vnsimn slhlm.nlldl lbe madle f®r ge®gmpllniicall C®lllldiitiolllls~ weatlhleir ~ etc. to 
av®ftdl dlellays iillll Jlllll"®jed execll.l\tiqj)llll. 

o Tiime foir execnntnollll alllli!ll cost s.\lnqJ>l!lllld[ lbe fii.Irmedl iillll tnnlt'lllllkey J!Dir®jects. 

125 



i: 

I 

, .I 
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nntrorlluced (1995c9(D) RJ!llclhl@Mse «llevelloped soffltware ffoll" 
1tftdke1ts a1md lloade«ll ill: mn C®l!li].JPID!ters Jil!llsltalllleldl all: 15 lloca1!:D.ollll.s 
Reglionmn Offffices all: a cost of IRs. 15 lallill. 

(Paragraph 3.3.17) 

Himachal Road Transport Corporation (Corporation) was 
in September 1974, under SeCtion 3 of the Road Transport 
Act, 1950. The Corporation introduced in-house developed 

booking of tickets in 1995-96 written ih MS COBOL 85 running 
5.0.0.4 operating system. The software is individually loaded 
alone computer· installed at 15 locations under eight Regional 

orkshops at a total cost ofRs~15lakh (approximately). 

~V\.JJ.\.u .• 5 clerk sends the way bills1 of advance booking to the Current 
15 minutes before the departure of the bus for current 

shows the number of seats booked alongwith details of ticket numbers 
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booking of vacant seats. Both the advance and current way bills are handed 
over to the conductor after current booking. The daily statement of booking 
(depot-wise) is sent to the accounts section for inter depot adjustment. . 

On line2 booking was assigned (April 2006) to a private firm, Shogi 
Communication Limited (SCL), Shimla in respect of 10 seats of Volvo/Deluxe 
buses plying on Delhi-Shimla and Delhi-Manali routes. The SCL stops 
booking four days prior to date of journey and way bill of the concerned bus is 
faxed on the same day for advance booking to Head Office, Shimla and 
concerned Regional Managers. 

j:orgal;isa'ti()n~i!s~tcup:;~~,,~~~~i,~k.;~l 

3.3.2 The management of the Corporation vests in the Board of Directors. 
The Managing Director is the Chief Executive. He is assisted in his day to day 
activities by the Chief General M;.:mager. 

The operational area of the State has been divided into four divisions (Shimla, 
Mandi, Dharamshala and Hamirpur) which are headed by the Divisional 
Managers. The divisions were further divided into 23 Regional Offices (RO) 
which are headed by Regional Managers. There are four workshops 
(Taradevi, Parwanoo, Mandi and Jassur) for repair and maintenance of 
vehicles which are headed by the Managers (Technical). 

The Divisional Manager (IT) is overall in charge of computerisation in the 
Corporation. 

3.3.3 The main objectives of switching over to computerised booking from 
the manual booking system were to: 

e exercising effective monitoring control; 
e increase computerised booking to control leakage of revenue; and 
G provide facility of advance booking to general public. 

3.3.4 The IT Audit of computerised booking was conducted during January 
and March 2007. The test check of records for the period 2006-07 was carried 
out in seven3 out of 15 computerised booking counters, selected on random 
basis. 

lsAiitl~tobjectiy~~~ :;,? . 1f,. ':~I 
3.3.5 Objectives of the IT Audit were to evaluate: 

• reliability, integrity and authenticity of the data; 

2 www.Himachal.nic.in/hrtc and www.himachalhotels.in 
3 Shim/a, Manali, Palampur, Baijnath, Dharamsals, Chandigarh & Delhi 
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• availabi lity of the data; 

• safety and security of data; and 

• IT environment in various booking counters and availability of related 
documentation. 

I Audit criteria 

3.3.6 The audit criteria used for the IT audit were : 

• the IT best practice ; and 
• the business ru les for the charging of fares. 

I Audit methodology 

3.3.7 The methodology adopted for attaini ng audit objectives with reference 
to audit criteria was as under: 

• review of agenda and minute of meetings of the Board of Directors 
(BODs) and Committee constituted by the BODs; and 

• study of the computerised system. 

• Before commencing audit, the audi t objectives, criteria and cope were 
discussed (February 2007) with the Divisional Manager (IT) in an 
entry conference. The audit findings were discussed (March 2007) 
with the Divisional Manager (IT) in an exit conference. 

I Audit findings 

I General controls 

Absence of planning 

3.3.8 The Corporation had not formu lated a strategic plan for 
computerisation. The Management stated (March 2007) that it had decided to 
compute rise a ll the Regional/Divis iona l Offices in the first phase but no time 
schedule was fixed by the Management. In the second phase, it had planned to 
start Network Advance/ Current Booki ng through telephone lines. In the third 
pha e, all the Divisional/ Regional Offices would be placed on W AN3 and 
current reservation would be computeri ed at all the bus stand . The 
Corporation had computerised only advance booking at 154 locations in eight5 

out of 27 Regional Offices and Workshop. in a span of 11 years. 

3 Wide Area Network 
4 Delhi, Himachal Blwwan - Delhi, Chandigarh, Clwmba, Mclodganj, Dlwramsala. Kangra. 
Palt1mpur. Baijnath. Kullu. Manali, Lakkar Ba~ar- Shim/a. The Mall- Shim/a, ISBT- Shim/a. 
Haridwar 
5 Kullu, Nahan, Parwanoo. Palampur, Baijnath. Dharamsala. Clwmba, Shim/a (Local) 
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I T security policy and Business Continuity Plan 

3.3.9 No password policy has been framed by the Management. Passwords 
are not being changed by the users at a regular interval which may lead to risk 
of mis-use of password. 

There is no system to take continuous back up of data which may lead to loss 
of data on sudden crash of the system. 

Though the Management stated that weekly back ups were taken on floppy 
disks but the same did not support by the fact that the data could not be 
restored after a sudden crash of system at Dharamshala, Kangra, Mclodganj, 
and Palampur booking counters. The booking clerks of those locations . 
deposited cash for that period either on the basis of manual records or on 
approximate basis without any detail of cash statement. 

Documentation 

3.3.10 Proper documentation helps in trouble free operation and maintenance 
of the system. The User Manuals, Operation Manuals and System Manuals 
are not available. 

No documentation of t]fe Feasibility Study Report, User Requirement Survey 
(URS), System Requirement Survey (SRS), System Design and 
Documentation (SDD) were available on record. 

Inability of the system to calculate fare as per distance 

3.3.11 Fare between two places is levied on kilometers basis (except 
Chandigarh and Delhi). It is fixed by the concerned State Governments from 
time to time for their territory on the basis of hilly/plain areas and type of bus 
(Ordinary/Express/Semi Deluxe/Deluxe/AC, etc.). 

It was noticed during audit that the provision for calculating the fare on the 
basis of distance had not been incorporated in the system and the fare was 
manually fed by the booking clerks. This resulted in disparity in fare charged 
between two stages ranging between Re. 1 and Rs. 70 on the same route6

• 

Non~incorporation of refund module 

3.3~12 In-charges of Unit Offices (UOs)/ Central Booking Agencies (CBAs) 
are entitled to refund the advance booking fare subject to the condition that 
when tickets are submitted prior to four hours, within four hours prior to 
departure of bus and within four hours after departure of the bus by deducting 
10, 25 and 50 per cent, respectively of cost of the ticket. 

Audit revealed that no module was incorporated in the system for 
computerised cancellation of tickets. It was noticed that refund amounting to 

6 Shimla to Kangra: Advance booking, Bus No. 14 Rs 185 and Current Booking, Bus No.1 
Rs. 172 
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1 

Rs.1.19 croJe (in five units7 test checked) was madeo during the period from 
2002-03 tol 2006-07 (up to January 2007) on cancellation of advance 
booking/tic~ets by the concerned booking clerks manually without following 
the prescrib6d procedure. Further, in some cases time of refund was also not 
recorded orl the refund application form to restrict the ceiling of refund 
admissible. 

: :. Wrong accountal of income due to incorrect depot codes · 

: ' 3.3.13 Durihg test check of daily cash deposit .schedule of Manali and Kullu 
1 

: booking coJnters, it was noticed that depot codes were not fed correctly by , . . I . . 
. ·~ booking clerks due to whlch, the System generated faulty reports and all inter 

i unit adjustJents of computerised booking. income was done manually by 
, I 
: Accounts Section. 
i I . . . . 

, : System accepts advance booking even after issuance of way bill 

: : 3.3.14 It wJs noticed that though the advance booking is stopped 15 minutes 
before depait:ure of the bus, the System accepts booking till departure time of 
the bus and 6ven after issuing of way bill. This may lead to issue of duplicate 

• .! tickets agai~st the same seat number which may not only result in chaos in the 
bus but ~lso fo.ss of business.· 

The Management stated that it was up to the booking officials to conduct the 
booking or rlot. Even if the booking official books the tickets, he has no other 
way except aepositing the cash. The plea is not tenable as the System should 

: not carry out booking after issue of way bill. · 

! I ;on~updatiLz of the System to provide free referral transport to the poor 

: :patients I 

: 3.3.15 The State Government introduced (January 2004) a scheme for free 
• 

1 

referral tran~port facility to the poor patients including an attendant. It was 
· : noticed in If audit that the System had not been updated so far to accept 
: : booking in respect of such patients under this scheme depriving poor patients 
· i of the intendbd benefit. · . · 

: : Non-pmvidilg of discou~t for one month's advance booking through the 
' , System · .1 .. 
'I 

~ :3.3.16 The 
1
Corporation implemented (September 2004) the Government's 

• 
1 decision (July 2004) for providing 25 per cent discount for o'ne month's 

' I . 

: advance booking. ·It was noticed that the System was not updated for allowing 
' such discourlt on advance booking resulting in non-extension of benefit to the 
' 

1 
consumers. I Thus, the objective of attracting more passengers by allowing 

, :discount on Gme month's advance booking was not achieved. 
, I 

'! 

. I •. 
: : 

1 Regional Mahager, Baijnath and CBAs: Kullu & Manali, Shimla, Chandigarh and Delhi 
' 

130 



'fllne!I"e was llaclk of 
COIDISisftel!D.cy IIDI 
execUlltall>lle 
jpi!I"Og!I"llliDS WO!I"Jkil!D.g 
il!D. diffe!I"el!D.t ll>oo!kil!D.g 
COUlll!D.teii"S. 

Chapter llll Performance Reviews-relating to Statutory corporations 
''-•"f.ifi---·-iitf•BSi±?f 2"i+"""'§.jiiiii?...,.; ....... #Of?#¥ ))_..·5%?96 !f>!!i¥P!hf56ii' ... ·>h8ii¥¥#4@if•ii"'LIIW' --.-""'iilii¥·-Bi#""§ ?bfii'"" •"-f#§"i"?'=· t<-"··' 

fLack of cha7mge ma7magement procedure 

3.3.17 An organisation should ensure consistency in executable program used 
in different units especially for the Systems used to collect revenue. The same 
program should work at all places. Audit noticed lack of consistency in 
executable programs working. in different booking counters. Resultantly, 
leakage of revenue could not be ruled out as different programs were running 
in different counters. fu the absence of i.miforlnity in program at all locations, 
the chances of a booking clerk clouting with a progrartnner to misappropriate 
revenue could not be ruled out On change of fare by any State, the Systems at 
all the counters of the organisation are also not updated simultaneously 
leaving loopholes in revenue collection. 

The· System generates daily _gash deposit schedule (Form B) that shows 
depot~wise fare collected in respect of each State distinctly to facilitate 
inter-unit booking and payment of passenger fare for those States in which tax 
is paid on the basis of passengers' income. It was noticed in IT audit of the 
computerised booking system at CBA, KuUu and Manali that the System had 
no field for charging Uttranchal State fare separately. The fare of Uttranchal 
State was being charged with the Uttar Pradesh fare. Thus, the' System was 
generating wrong information and failed to deliver the desired results. The 
System not only fails to calculate the fare of Uttranchal State and Uttar 
Pradesh State separately but this may also lead to wrong payment of passenger 
tax as the passenger tax of Uttranchal State is paid on the basis of passenger 
income (i.e. 21 per cent of basic fare collected by the concerned unit) and 
Uttar Pradesh tax is paid on kilometers (kms) basis. The matter was reported 
to the Management (February 2007); their repl~ is awaited (August 2007). 

To comply with Sub-section 3(C) of Section 146 of the Motor Vehide Act, the 
BODs approved (May 2003) a scheme to create Passenger Accident Insurance 
Fund (P AIF) to meet out all expenses relating to bus accidents and this scheme 
was implemented with effect from 1 August 2003. For this purpose, 
additional charges were to be levied by issuance of separate tickets of the 
denomination of Re.1 and Rs.2 in respect of passengers traveling for 51 kms 
to 100 kms and more than 100 kms respectively. This was also to be ensured 
in the computerised booking. 

Test check of records of Palampur booking counter revealed that the System 
was not levying additional charges in nine routes8 on account of insurance of 
passengers who traveled more than 50 kms in the Corporation's buses. This 
resulted in recurring loss to the Corporation since August 2003. 

8 Shimla:3 routes, Pathankot:3 routes; Nayagram:lroute; Katra: 1 route and Chamba:l 
route 
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'1 the Divisiorlall Managers to charge additional fare of Rs.4 per passenger with 

: 

1 

immediate erfect for ordinary buses plying to and fro Delhi via Rajpura from 
different locations of the State. During test check of records of Baijnath unit, it 
was noticed lthat the unit failed to charge additional fare of Rs.4 per passenger 
for three b~ses plying for Delhi via Rajpura resulting in loss to the 
Corporation from 31 August 2006 to 15 February 2007 .. 

Increment in bus fare by Uttaranchal Transport Department from 41.68 to 45 
paise per p~ssenger per km for plain area with effect from 8 July 2005 was 
made effective by the Corporation from 30 August 2005 resulting in less 
charging of bnhanced fare . 

. The orders of Secretary, Transport, Government of Jammu & Kashmir 
1 (14 Decembrr 2005) levying 10.5 per cent surcharge in respect of High Speed 

Diesel (HSD) driven vehicles after merging the basic fare and surcharge in 
' respect of th~ existing notified passenger fare subject to the rounding off to the 

nearest 25 paisa was circulated by the Management on 12 January 2006 
· ' resulting in l'ess charging of enhanced fare. 

The CorpJation decided (December 2002) to impose user charges on 
: ipassengers ~raveling in Corporation's buses operating on the National 

Highway-1 (NH -1) on the basis of Haryana Transport Department notification 
: dated Decerhber 2002 with immediate effect. These charges were to be 
: imposed in ~ddition to the fare as per the rates detailed below: 

I 
16 Kms to 25 Kms 1 

I 
I 

26 Kms to 75 Kms 2 
I 
I. 

76 Kms to 125 Kms 3 
I 

.126 Kms tol175 Kms 4 

176 Kms arld above 5 

Test check ~f records in three9 booking counters revealed that these booking 
counters failed to impose user charges on the passengers in 23 routes plying 
on NH-I on [chandigarh - Delhi route at the rate of Rs.5 per passenger and 
Chandigarh i Haridwar (via Ambala) route at the rate of Rs.2 per passenge~. 
This resulted in non-realisation of user charges and consequent loss to the 

1---------+------------
19 

Kullu, Manali and Pa/ampur 
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Corporation from December 2002 to February 2007. The matter was reported 
to the Management (February 2007); their reply is awaited (August 2007). 

I Qther pohi~l6f"ipfere8t" :g~l~"~: "I 

Excess payment of passenger tax 

3.3.18 The Chandigarh Administration fixed (January 2006) the maximum 
rate of fare .for stage carriages plying in the Union Territory of Chandigarh as 
Rs.5 per passenger per trip irrespective of the distance travelled. The 
passenger tax for Chandigarh area is paid to the Excise and Taxation Officer, 
Chandigarh, by the concerned units on the basis of passenger fare collected 
from Chandigarh area at the rate of 35 per cent of the basic fare. 

It was observed that though the Corporation charged fare for Chandigarh area 
at the rate of Rs.5 per passeng~r through computerised booking, the fare had 
been charged at the rate of Rs.9 per passenger in manual booking due to non­
availability of tickets of Rs.5 for Chandigarh area. Adjustment of total fare 
had been made by less charging of fare of RsA per pas~enger from other 
States so that the total fare reniains the same. During Januafy 2006 to January 
2007, 11,49,700 tickets of Rs.9 denomination for Chandigarh area were 
consumed by different units test checked in audit. On the :total coUection of 
Chandigarh fare of Rs.1.03 crore, the Corporation had to sh~ll out 35 per cent 
i.e. Rs.26.83 lakh to the Excise and Taxation Officer, Chandtgarh as tax. 

Less charging of fare in comparison to Special Road Tax paid 

3.3.19 It was observed that input controls were not ensured by the 
Corporation. For example, distances fed in the computer should be counter 
checked with the distance for which Special Road Tax (SRT) is to be paid. 
Lack of input controlled to loss of Rs.1.88 lakh to the Corporation from May 
2003 to January 2007 due to non-charging of fare as per distance on which 
SRT was payable as detailed below: 

s During test check at Palampur unit, it was noticed that the unit paid 
SRT for two routes plying from Palampur to Shimla (via Mandi and 
via Panchrookhi) for 252 and 260 kms whereas through the booking 
system, it charged fare for only 243 and 251 kms respectively. Thus, 
the Corporation either suffered a loss of Rs. 6 per passenger on these 
routes or paid extra SRT of Rs.1.21 lakh from May 2003 to 
January 2007. 

During test check at Baijnath unit, it was noticed that the unit paid 
extra SRT for two routes plying from Baijnath to Shimla (via Bharol 
and via Hamirpur) for four and six kms respectively in comparison to 
the fare charged from the passengers. Due to non-realisation of fare on 
the basis of SRT paid, the Corporation suffered a loss of Rs.3 and Rs.5 
per passenger on two routes respectively and or paid extra SRT of 
Rs.0.67lakh from May 2003 to January 2007. 
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The mattJ was. reported to the Corporation/Government in June 2007; their 
replies are I awaited (September 2007). ·· . 

1 concltisi.~p· . ·/.I 
~ I .~ • •• I .. .,, "'" 

· ', Though Whe Co!l"poJratimn bas <dlone a cmnmnemllalblie work inn illll-lb.ouse 
«llevelopm~llllt of tills software, 11h.e System lb.as cedain lim:llfutnons. Only 
majmr bn~ sfuniills lhtave beel!ll c@vered UUilder tlhtns ]plll"@.Jjed th.onnglln the System 

· '· iis m use f~ll" l!llnore 11hallll H years. There lis l!ll® <dlocl!liiDenlta11imn (])[the sonnrce 
·• 

1 c®del Jll!"'®~ram 1to el!llsure bUJSmess continuity. Furthell", beii:rng ®perated on 
stand alone madnlines, the System ils vullnel!"alb>Re to loss of data ami cash on 
cl!"ash ([)If miuacllnhnes. Openation ®f different ]!llJr([])grams at diffelt"ent liocati([])ns 
also makJs 1111 vnnlnel!"able to misappr([Jipriiatimn ([])f fllllmls. At celt"tain places, 
tllne Systenh failed 11:® generate dlesire<dl 1repoll"'11s lieadmg to nollll.-acmevement 
(])f <dlesire<dl objedives. 

, !.R~<;QiJ)Ip:epdaiti$m~,\?i~~~~t~i,;:!~l 

' 'I 

! : 

·. I 

il!l Systel shouliill be Ireviewed with a view 11:® nncorporate a~llll ll:llne business 
rwes ~f the Corporation. Fuirther, it may be ensu!l"ed that same 
ve:tsiob ([j)jf softwaire is iinstaUed at alii the locations. 

@ OrgaJnsatfion . wide back up policy and password polllicy should be 
devise~ [or ensllllriing iT security. 

e Mana~ementl: Wm:mation System and !l"eporting features of the 
System m.eed t® be strengthened for effective momtoring. 
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Important audit findings noticed as a result of test check of transactions made 
by the ~tate Government companies/corporations are included in this Chapter. 

Non~acceptance of rate offered by a party fo:r bulk purchase of tu:rpenll:inne 
oil despite known decreasing trend in ~rates reswted m a lioss of JRs.].S.®~ 
iakh due to subsequent sale of turpentine oil at lowe:r rates. 

The Company sells Turpentine Oil Grade H (T.Oil) produced at :its Ros:in and 
Turpentine Factories through tenders on quarterly basis. The rates offered by 
the parties are approved by a Committee consisting of the Managing Director, 
Executive Director and the Add:itional Secretary (Forests). The rates approved 
remain in force till the approval of rates received in response to next tender. 

n was noticed (June 2007) that the Company invited (April 2006) sealed 
tenders for sale of T.Oil. The offers received from four parties were opened 
on 5 May 2006. The tentative quantity of T.Oil which was likely to be 
available for sale was more than 3 lakh Htres including opening stock in the 
beginning of May 2006 and expected production from May to July 2006. The 
rates offered by the four parties were as under: 

1 Vikram Aromatics Pvt. Ltd., Mumbai Rs.39.50 (for 11,900 ltrs) 

2 Camphor & Allied Products Ltd., BareiHy Rs.37 .50 (for 3,50,000 hrs) 

3 Himachal Terpene Products (P) Ltd., Kala Amb Rs.33.50 (for 3,00,000 ltrs) 

4 Dujodwala Resins & Terpenes Ltd., Jammu Rs.33.00 (for 55,000 ltrs) 

The above rates were below the reserve price of Rs.40 per litre fixed by the 
Company. The Committee approved the highest rate of Rs.39.50 per litre 
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offered by Vikram Aromatics Pvt. Ltd., Mumbai for meager quantity of 
11 ,000 litres for aU the parties. The second highest rate of Rs.37.50 per litre 
for bulk quantity of 3.50 lakh litres offered by Camphor & Allied Products 
Ltd. , Bareilly was not considered. But no other party except the party which 
offered the highest rate came forward to purchase T.Oil at the rate of Rs.39.50 
per litre on the plea that the rate fixed was on the higher side. The second 
highest party, however, requested (1 L May 2006) the Company to reconsider 
their decision and to accept its realistic rate wh ich was based on market 
condition. The Management submitted the proposal for considering the 
request of the party to the Board of Directors (BODs), but by the time the 
BODs decided (30 June 2006) to sell at his quoted rates, the party had already 
withdrawn (1 June 2006) its offer. Thereby, the Company lost an opportunity 
to sell the available T.Oil at the highest available rate for bulk purchase 
despite the fact that the Company itself was sel ling T.Oil at the rate of 
Rs.37.35 per litre with effect from 9 March 2006. 

As such, the Company could sell only 11,000 litres of T.Oil at the rate of 
Rs.39.50 per litre (5 May 2006 to 28 July 2006) out of 3.39 lakh utres of T.Oil 
available during this period. The balance quantity of 3.28 lakh litres of T.Oil 
was thereafter sold at the rate of Rs.32 per litre as approved by the Committee 
on 28 July 2006. Thus, due to delay in taking decision to accept the realistic 
rates of second highest party, the Company suffered a loss of Rs.l8.04 lakh. 

The Management stated (July 2007) that the rate was approved by the 
Committee for all types of sales and more than one rate could not be fixed for 
open sale. By the time (30 June 2006) the approval of the BODs was obtained 
for negotiations with the second highest party, the party had withdrawn 
(I June 2006) its offer. 

The matter was referred to the Government m August 2007; the reply is 
awaited (September 2007). 

I Beas Valley Power Corporation Limited 

14.2 Undue favour to a contractor 

In addition to payment of price variation increase of Rs.42.19 lakh as per 
the standard price variation formula incorporated in the agreement, the 
Company paid further price variation increase of Rs.82.10 lakh to the 
contractor resulting in undue favour to him. 

Himachal Pradesh State Electricity Board awarded (April 2003) the work of 
construction of modified horse shoe shaped Head Race Tunnel (8,477 metres 
long) for 100 MW Uhl Stage-ill Hydro Electric Project to SSJV Projects Pvt. 
Ltd., Banglore (contractor). This work was later on transferred to the 
Himachal Pradesh Jal Vidyut Yikas Nigam Limited, a new Company 
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(incorporated in March 2003) which has now been renamed (November 2006) 
as Beas Valley Power Corporation Limited. As per contractual agreement 
(April 2003), if during the currency of the contract there is an increase or 
decrease in the cost of material as reflected by the whole sale price index for 
aU commodities including steel items (base 1993-94 = 100), a corresponding 
increase or decrease in the payment to the contractor shalll be computed for 
each quarter on the basis of a formula stipulated in the contract The contract 
further provided that no claim whatsoever for the price adjustment/variation 
other than those stipulated above would be entertained. 

Scrutiny of records (November 2006) relating to price variation claims of the 
contractor revealed that the Company paid price variation increase of Rs.42.19 
lakh under the stipulated price variation formula. On the request (May 2005) 
of the contractor that there was abnormal increase. in the prices of steel items 
which was not covered :i.n the formula stipulated :i.n the agreement, the 
Company devised a new price variation formula for allowing additional price 
variation increase and worked out further increase of Rs.L64 crore in the 
prices of steel items up to September 2006. Out of above increase of Rs.1.64 
crore, the Company paid to the contr~ctor Rs.82.10 liakh in addition to the 
payment of Rs.42.19 lakh already made under the formula stipulated in the 
agreement. This resulted in extension of an undue favour of Rs.82.10 lakh to 
the contractor. 

The Company stated (March 2007) that during May 2003 to May 2005 there 
was abnormal price hike in steel items in the global market and the formula 
stipulated in the agreement did not neutralise the price increase. The new 
formula was dev!sed on the request of the contractor in order to compensate 
him and the element of increase in prices was shared by the Company and the 
contractor in the ratio of 50:50. This was stated to have been done in the 
interest of work to avoid more expenditure, delay in completion of work and 
carrying out of codal formalities of rescinding the work/recalling of tenders 
again. The reply is not tenable as the increase in prices of all items was linked 
to whole salle price index and the standard price increase formula incorporated 
in the contract took care of price increase from time to time of all commodities 
including steel. It was the responsibility of the Company to enforce the terms 
and conditions of the contract. Moreover, the Audit has not come across any 
other case where the Board/Company had granted this type of additional 
increase for any other work executed during the same period through other 
contractors to compensate them by paying additional increase :i.n the prices of 
steel items. 

The matter was referred to the Government in August 2007; the reply is 
awaited (September 2007). 
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l!n!steaall ({])f \~mg recollllrse to Regal acti.I!Dn 11:({]) secl!llre possessftmn «J>:ff nand 
WJII!Dtteall to ~t by the. State Govell"nment I!Dil" selecti.l!llg some ~~»tllneJr piece ({])f 
llalllld, the .Gol!llnpany S1ll!CC1lllltnlbec:ll to 11lllll!dl!lle Jpnressllllre Jfiri!Dm ttlbte Panchayatt 
mnd fumcl!llli'II:"bd · an expendiitllllll"e I!Df Rs~B~@7 Yalkh · mn 11:Jine constrncti.mn qpf 
12 shops. I .. 

For construdtion of godowns for storage of food grains and office building for 
its area offibe Shimla; the Company selected and got allotted (May 2002) 
3.02 Bighas ~of Government land at Bhattakuffar (District Shimla) on lease for 
99 years and lease rent of Rs.36,683 per annum. The land was, however, in 
the possessi~n of the Gram Panchayat, which demanded (October 2002) eight 
dully construbted shops on this land from the Company in lieU! of handing over 

. the possessi6n·of the land. fustead of taking recourse to legal action to secure 
• 

1 

possession d
1

f the land or selecti'ng an alternative site, the Company entered 
• :into (May 2003) an agreement with the Panchayat to construct eight shops for 
' 

1

! the Panchay~t free of cost. The Company constructed eight shops at a cost of 
'~1 Rs.8.62Iakh\but the Panchayat refused to take over ilie shops on the plea that 
, ':the shops 'Yere one step down to . the road. Hence, after negotiations 
1 1 

(July and Se~tember 2005),. the Company paid (March 2006) to the Panchayat 
• !Rs.4.45 1~1. for the construction of foutr more shops on the road side. The 

· ; !:Company also took over (November 2006) from the Panchayat already 
: f

1

constructed 9ight shops on monthly lease rent of Rs.15,700 with increase of 
· i W per cent after every five years. 

' 

1

i,Tims, the cobpany created a liability for itseli, by extending undue favour of 
• 1Rs.13.071ak:h to the Panchayat i.e. the cost of construction of 12 shops and the 
, ':lease rent of\ Rs.L47 lakh to the Panchayat, which should have gone to the 
, 

1~State Govenrnent. Besides, there wo1llld be additional annual liability of 
1 Rs.1.88liakh as lease rent of self constructed shops . 

. ' be· Governlent stated (June 2007) that all issues were fmalised with the 
. . ~ppmval of the Board of .Directors. The eight shops were taken on rent 

.'·1·. I 

·•.· ,keeping in v~ew the storage requirement of the Area Manager, Shinlia. The 
; lease rent of land was being paid to the Panchayat on the condition that if the . , . I . 

. ': povernment decided to charge lease rent of land, the same would be deducted 
· · from t.he rent payable to the Panchayat for its godowns taken on rent by the 

Company for storage of gas. The reply is not tenable as the Government did 
. : not give any justification for the sdection of disputed land initially, 

I subseqUlent failure of the Company to take legal action for taking possession of 
i tt;he Governm~nt land duly allotted to it an.d succumbing to undUle pressure of 
, the Panchayat 
. I 

I 
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Construction of a tourist complex at a pllace llllavfumg negligibRe 1l:o111IT'llst 
potential Without preparing ffeasibility ll"epmrt Oil." ~ond1rnding ~ost lblenel!'it 
analysis resulted in its Jleasing out immmecrlliiately aftell" comtmdion ud 
indecision of the Management to take action agaimlst the lessee thoUllg!!n lln.e 
md not make payment of !ease ll."ent since A.l!llgm!t 21!)05. 'lrlb.is Jreswill!tetill fum 
unfruitful investment of Rs.94!.33 llalldJt ollll a tourist complex. 

The Company constructed (1999-2004) a tourist complex (Complex) 
consisting of eight double bed rooms, a restamant, a multipurpose hall, a 
gymnasium, a health dub and a dormitory at Nurpur :in Kangra District at a 
cost of Rs.94.33 lakh. 

The salient features of construction, financing and running of the tourist 
complex are given below: 

G The Company did not prepare feasibility report/ cost benefit analysis 
before obtaining grant for constructing the Complex. The justification 
given for constructing a tourist complex made a mention of a fort and two 
temples at Nurpur; a few temples around Kangra, a place about 75 Kms 
away from Nurpur and scenic beaut)' and pollution free atmosphere of the 
State. There was nothing on record to show that the place had enough 
tourist potential. 

I) Cost of construction was met out of grants of Rs.81.58 lakh (GOI: Rs.70 
lakh, State Government: Rs.ll.58 lakh) and Company's own funds of 
Rs.l2.75lakh. 

@) Decision to lease out the Complex ~as taken in August 2002 and it was 
leased out (September 2004) to Spain Electronics Corporation Limited, 
Delhi (SECL) for five years on lease rent of Rs.33".82 lakh (recoverable at 
incremental annual rent from Rs.6.12lakh in the frrstyear to Rs.7.44lakh 
in the fifth year which was to be paid in advance on quarterly basis. 

® SECL made (up to July 2005) payment of Rs.4.59 lakh being the three 
instalments only, thereafter no payment was made and the Company 
invoked the security deposit of Rs.3.31 lakh :in November 2005 towards 
lease rent. 

e The SECL filed (February 2006) a civil writ petition m the JH!igb Court, 
Shiinla for restraining the Company from claiming lease rent or asking for 
fresh security. 
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Thus, investing the hard earned money of tax payers received by way of grant 
at a place without preparing feasibility report/cost benefit analysis reflects the 
Company's indifference to sound and prudent tinancial principles resulting in 
unfruitful investment of Rs.94.33 lakh. 

The Government admitted (J une 2007) that feasibi li ty report/cost benefit 
analysis of the project was not prepared. It was further stated that the contract 
with SECL had been terminated (8 March 2007) and case for recovery of dues 
and eviction of lessee from the premises had also been filed (April 2007) in 
the court. The fact, however, remains that the tourist complex was constructed 
at a place hav ing negligible tourist potential and the decision (August 2002) of 
the Company to lease out the complex even before the complex was 
constructed (August 2004) refl ects the apprehension of the Company that 
runrung the complex on its own would have resulted in huge losses. So far as 
actions for recovery of dues and eviction of lessee are concerned, the same 
were taken after Audit pointed out (February 2007) lack of action on the part 
of the Management. 

I 4.5 A voidable extra payment 

Entering into agreement for higher contract demand for electricity in two 
complexes resulted in avoidable extra payment of Rs 11.36 lakh to 
Himachal Pradesh State Electricity Board. 

The Company entered into (September 2004 and Apri l 2005) agreements with 
the Himachal Pradesh State Electricity Board (Board) for supply of power to 
Dharamshala Tourist Complex and Himachal Holiday Home, Shimla 
indicating contract demand of 30 to 200 KV A in respect of I 0 connections. 

The Board approved (July 2004) two part tariff structure. As per tariff, the 
consumers for commercial, non-commercial, non-domestic, water pumping, 
small, medium industrial supply and bulk suppl y consumers having connected 
load above 20 KW (22 KV A) were requested to declare their contract demand 
in KV A and enter into an agreement with the Board for the purpose of levy of 
demand charges with effect from 1 October 2004. As per the tariff order 
applicable with effect fro m July 2005, the demand charges were to be levied at 
the rate of Rs.l25 per KV A per month for connected load of 20 KW (22 
KV A) to 100 KW (11 1 KV A) and Rs. 175 per KV A per month for connected 
load above 100 KW (I l l KVA) which were subsequently (July 2006) reduced 
to Rs.75 and Rs. LOO respectively. 

The agreement for contract demand for power supply entered into by the 
Company were on higher side as the maximum power consumption of I 8 to 
104.47 KVA was recorded by the Board in the above two complexes between 
July 2005 and February 2007. Though the Company had the option to revise 
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the· contract demand, it failed to review the requirement of electricity and get 
the contract demand reduced resulting in avoidable extra payment of Rs 11.36 
lakh to the Board for these two complexes from July 2005 to February 2007. 

The Government stated (June 2007) that contract demand was made after 
assessing tourist occupancy and over all trend of consumption of electricity 
though subsequently electricity consumption remained comparatively less. 
The contract demand has now been reduced as advised by Audit. The fact, 
bowever, remains that the Company failed to review the contract demand 
vis-a-vis consumption of electricity for two/three years till higher contract 
demand was pointed out (February 2007) by Audit. 

Tlhle Company diverted grantmin-aid of Rs.17.15 lakh received for 
purchase of hand!ooms for imparting training to the prospective weavers 
fl{]lr payment of salary and wages of regular staff. 

The Company has been conducting vario~s training programmes for handloom · 
and carpet weavers under different grant-in-aid (GIA) schemes of the State 
and the Central. Government. The funds are released to the Company by the 
Government based on schemes formulated by the Co!llpany, which includes 
provision for expenditure on account of <;:ost of looms required for imparting 
trainil)g to the prospective weavers besides other expenses for running the 
schemes. 

The Company received GIA of Rs.3.90 crore (State: Rs.3.73 crore and Centre: 
Rs.0.17 crore) during the last five. years ended 31 March 2006. Despite 
repeated verbal and written requests, the Company. did not produce records to 
show the amount of GIA received for the purchase of. looms during these 
years. Scrutiny of records (February 2007) revealed that the Company did not · 
purchase new looms during 2001-06 for imparting training and gave training 
to the prospectiye weavers on the . already existing handlooms. These looms · 
were acq_uired out of GIA received during the earlier years. In order to show 
utilisation of (HA received for this · purpose, the Company revalued the 
existing loo~s having book value of ~s.7 .64 lakh as Rs.24.79 lakh and 
charged the difference of Rs.17.15 lakh as tabulated below to GIA received 
during these years without actually spending any amount. 
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The said amount of Rs.17 .15 lakh was utilised by the Company for payment of 
salary and wages to the staff during the last five years ending 3 1 March 2006. 

(R . I kh) upees m a 
2001-02 2002-03 2003-04 2004-05 2005-06 Total 

Book value of looms 0.98 2.95 0.33 2.80 0.58 7.64 
revalued 
Value afte r 5.37 8.32 2.3 1 6.05 2.74 24.79 
revaluation of looms 
Difference- amount 4.39 5.37 1.98 3.25 2.16 17. 15 
charged to GIA but 
used for payment of 
salary and wa_ges 

Source: Compiled from the relevant records of the Company. 

Audit pointed out (December 2003 and June 2005) the aforesaid diversion of 
GIA during transaction audit of the Company for 2002-03 and 2003-05. 
Instead of refunding the above amount of GIA to the Government, the 
Company continued the practice during 2005-06 also. Thus, the Company 
diverted GIA of Rs. l7 .15 lakh for purposes other than those specified in the 
sanction for grants during the last fi ve years ended 31 March 2006. 

The Government admitted (June 2007) that the training was imparted on old 
looms but stated that the expenditure was rightly charged to GIA as it was no 
where mentioned in the scheme that the training should be imparted on newly 
purchased looms. The reply is not tenable as the Company had been given 
GIA by the State and Central Governments for buying new looms on the basis 
of the Company's own proposals. Therefore, diverting the money for another 
purpose and showing it as utilised on the purchase of new looms tantamounts 
to mis-utilisation of GIA. 

I Statutory corporations 

I Himachal Pradesh State Electricity Board 

I 4. 7 A voidable payment of interest 

Failure of the Board to exercise the option available for redemption of 

J bonds of Rs 58.44 crore after five years resulted in avoidable payment of 
interest of Rs.6.89 crore for the period beyond fifth year. 

For financing its requirement of capital expenditure, the Board rai sed 
(January to March 1999) funds of Rs.58.44 crore (Rs.28.44 crore from the 
Kangra Central Co-operative Bank Limited (KCCBL), Dharamsala and 
Rs.30 crore from the H.P. State Co-operative Bank Limited (HPSCBL), 
Shimla) at an interest rate of 14.48 per cent per annum payable half yearly 
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through issue (January 1999) of Non-SLR Bonds-2006. The period of bonds 
was seven years with the option for redemption after five years. 

It was observed (April 2006) that the interest rate on borrowings decreased 
from 14.48 per cent in 1999 to 11.30 per cent in 2002 and 8 per cent in 2004. 
Despite the decreasing tren:d in the interest rate on borrowings, the Board did 
not exercise the option of redemption of bonds after five years (27 March 
2004). Instead, it requested (August 2004) the concerned Banks to restructure 
their interest with current lending rate of interest. While KCCBL (which had 
sold in July 2005 bonds of Rs.5.20 crore to Poonawalla Investment and 
Industries Pvt. Ltd., Pune) agreed (July 2005) to reduce the rate of interest to 
10 per cent from August 2005 on the bonds of Rs.23.24 crore, HPSCBL 
refused (NoVember 2004) to reduce the, rate of interest. Consequently, the 
Board paid interest at 14.48 per cent per annum on Rs.58.44 crore beyond the 
fifth year from 28 March 2004 to 31 July 2005 and on Rs.35.20 crore from 
1 August 2005 to 27 March 2006 and at 10 per cent per annum on Rs.23.24 
crore from 1 August 2005 to 27 March 2006. Had the Board exercised the 
option available .for redemption of bonds

1 

after five years and repaid Rs.58.44 
crore to the banks after five years on 27 March 2004 (by arranging funds from 
the market at the then prevailing interest rate of 8 per cent per annum), it 
could have avoided payment of interest of Rs.6.89 crore from 28 March 2004 
to 27 March 2006. 

The Government stated (August 2007) that the financial position of the Board 
was · not favourable and did not permit the Board to exercise redemption 
option. Besides, for availing loan from the financial institutions for refund of 
the amount to above banks, Government gurantee was required whereas the 
State Government wa~ reluctant to furnish gurantee to the Board. Thus, the 
Board was left with no alternative· but to pay interest on the balance 
unstructured amount of loan at the rate of 14.48 per cent per annum. The 
reply is not tenable as the Board had neither considered the option for 
redemption of bonds nor approached 'the State Government for giving 
guarantee to mobilise funds (available at lower rate of interest for redemption 
of above bonds) from the market. · 

The merger of exdse duty in the ex-works :rates, though the supplier was 
exempted from payment of the same, resull.ted' ilrl extending of an undue 
favour of lRs.l.29 crore to the supplier on the purchase of conductor. 

The Board placed (July 2004) two supply orders on Durable Conductors, 
Solan for the supply of 5,417.7 5 Km ACSRI AAA conductors of various types 
valuing Rs.14.32 crores. The purchasy orders clearly indicated per Km 
ex.,-works prices, 16 per cent Excise Duty (ED), freight and insurance, etc. for 
each type of conductor. As per the terms and conditions of the ibid purchase 
order, the ED was to be paid to the supplier against documentary proof of 
payment of the same by him. 
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: =~~::·:c:;~:· ~;. :r:::~·,rn::e fi: .:nf:~:e~at:·:oa~:*·~::~:~~~~:;·,t:::·~::··t: 
sub_stant~all expansion, it was exempted from payment of ED as per the GOI 
not1ficat10If (June 2003) and requested the Board to merge 16 per cent 

; ; exempted ED component in the ex-works rates. The SPC in its meeting 
1 

• (June2005r decided to merge ED component in the ex-works rates and the 

I. 

purchase orders were revised accordingly. Thus, on purchase of 3,215.50 Km 
conductor, I total ED exemption benefit of Rs.l.29 crore (AnnexnnreQXXXJIII) 
was passed on to the firm. This resulted in extending of an undue favour to the 
supplier t consequent loss to the Board to that extent. 

The matter was referred to the Government/Board in August 2007; their 
replies are ~waited (September 2007). 

. I . 

Failinnre of tlbte Bt!l>ard . tt!l> fix rates lt't!l>r Sll.ll]!JJ!llly of Ct!J>DI[Jllll!dt!l>rs as per 
iirnstrlll!dio~s ~t!l>nfuiillll.ed Rn the tender docml!lient res1tdted in avt!l>ndablle 
t!l>ve:rpaym¢lffit t!l>[ Rs.78.64 liaklbt. 

l . 
The Board floated (February 2004) tender. enquiries for procurement of 
different t~pe of ACSR/ AAA * conductors. After opening (March 2004) of the 
bids received thereagainst, the following firms emerged as L-1 for various 
types of c1nductors: 

(b) (c) (d) (f) (g) (h) (i) 

New India Wire ACSR 10,871.00 12,760.00 . 13550 6.19 13442 5.34 
. &Cable Weasel 
Industries, 
Jammu 

2. Ritco ACSR 18,500.00 20,981.00 21320 1.62 ;il550 2.71 
Automoti~e's Rabbit 
(India) Pvl. Ltd. 

ACSR 27,300.00 30,981.00 32500 4.90 Bhiwadi, I 
Rajasthan · Raccon 

3. Venkatesti\vara AAA 6,757,04 8,294.93 8850. 6.69 8819 6.32 
Wires Pvt. Ltd., Squirrel · 
Jaipur 

AAA 10,509.18 12,934.46 13600 5.15 13515 4.49 
Wease! 

AAA 16,553.28 20,385.84 21299 4.48 21295 4.46 
Rabbit 

Source: ComJiled from the relevant records of the Board. 

. 'I I 

. I . .· .. 
. . 

'I 

I 
I 

I 
.J 

. . ... 
, . . I . . . . . 

ACSR-Aluminium Conductor Steel Reinforced/AAA-All Aluminium Alloy 
I . ~ . .. . . 
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As per instructions& contained in the . tender document, the manufacturing 
units .located in the State of Himachal .Pradesh (HP), whose rates fall within 
17.5 per cent over the overall FOR comparable rates of the outside lowest 
eligible tenderer may be given order for purchase at the comparable lowest ex­
works rate of L~ 1 firm. In their case, payment on account of duties and taxes 
applicable in HP are to be paid on actual basis on production of documentary 
proof of evidence of payment of the duties and taxes or the total FOR rates of 
L-1 firm whichever is on the lower side. 

As all the L-1 firms were from outside the State, the Board placed (July 2004, 
January and July 2005) supply orders on the L-1 firms and also on two H.P 
based firms (Durable Conductors, Solan and Nu-Line Industries Pvt. Ltd., 
Parwanoo) who participated in the tender. But while fixing the rates for H.P. 
based firms, the Board considered L-1 .FOR rates which were higher when 
compared to the L-1 ex-works rateswithapplicable duties and taxes. This was 
in violation of the above mentioned condition of the tender document for · 
fixation of rates, which resulted in avoidable overpayment of Rs.78.64lakh to 
these firms as detailed in the Annexure-XXXIV. There were no reasons on 
record for not fixing the rates as per the conditions of the tender document. 

The matter was referred to the Board/Government in May 2007; their replies 
are awaited (September 2007). 

Failure of the Board to obtain documentary evidence of payment·of exciise 
duty from the supplieJr before releasing the payment :resulted in ·avoidabHe 
payment of excise duty of Rs.73.48lakh. 

The Board placed (19 July 2004) two purchase orders for supply of 2,405 Kms 
AAA* conductors and 347.50 Kms AA/ACSR* conductors respectively cin · 
Bharat Electrotech Pvt. Ltd., Damtal. The Board also placed (3 January 2005) 
additional purchase orders for supply of 601.50 Kms AAA conductors and 
86.50 Kms AA/ACSR conductors on the same supplier. The FOR destination 
consignee store rates of the supplier were inclusive of excise duty (ED) at the 
rate of 16 per cent. As per the terms and conditions of the, ibid, purchase 
orders, the ED was to be paid to the supplier agai:nst documentary proof of 
payment of the same by him. 

& Instruction No. 16.2 of the tender document 
AAA - All Aluminium Alloy 
AAJACSR- All Aluminium/Aluminium Conductor Steel Reinforced 
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The supplier informed (November 2004) the Board that his firm was exempted 
from the payment of ED in terms of the Government of India Notification of 
June 2003 vide which all industrial units existing before 7 January 2003 wh ich 
had undertaken ubstantial expansion by way of increa e in installed capacity 
by not les than 25 per cent on or after 7 January 2003 were exempt from 
payment of ED. In view of above, the upplier was not entitled to the payment 
of ED and thu , the Board should not have released the same to him. The 
Board, however, released ED of R .73.48 lakh to the supplier on receipt of 
conductors without obtaining documentary proof of payment of the same. 
This resulted in avoidable payment of ED of Rs.73.48 lakh to the . upplier and 
con equent to s to the Board to that extent. 

The Government tated (June 2007) that no communication regarding 
exemption from payment of ED to Bharat Electrotech Pvt. Ltd., Damtal was 
avai lable in the record. The supplie r had indicated serial number and date of 
RG (Part-JI) in each invoice on the ba is of which the payment of ED was 
made to him by treating the same as documentary proof of having paid ED. 
The reply i not tenable as the supplier had requested (November 2004) the 
Board to amend the purchase orders placed on him suitably treating his unit as 
exempted from payment of ED in te rms of Government of India notification of 
June 2003. Further, as per terms and conditions of purcha e order , ED was to 
be paid only on production of documentary proof of payment to the 
Government and invoices of mate rial supplied is not an acceptable proof. 

14.11 Loss on sale of surplus land 

The Board sold its surplus land at Barmana having market value of 
Rs.1.17 crore to a private party for Rs.47.87 lakh resulting in loss of 
Rs.69.13 lakh coupled with interest loss of Rs.13.32 lakh due to accepting 
the total agreed cost after 22 months from the date of agreement. 

The Board commis ioned (December 1998) 220 KV ingle circui t line from 
Debar to Kangoo along with 2201132/33 KV ub- tation at Kangoo. With the 
commissiorung of this line, the ex isting 132/33 KV sub-station at Barmana 
from where power to ACC Barmana (Company) was being supplied became 
idle. Thus, the Board dismantled (1999-2000) the sub-station at Barmana and 
19.3 bigha of land at which the sub-station was built became surplus. A the 
land was originaUy purchased by the Board from the Company, the Company 
de ired (February 2003) to buy back the said land. The Land Acqui ition 
Officer (LAO) of the Board asses ed (June 2003) the pre ent market value of 
land at Rs. l . l 7 c rore. The value of immovable assets on the surplus land was 
asses ed at Rs.33.99 lakh, the total value of land and immovable assets 
worked out to Rs. l .5 1 crore. In pile of this, the Board agreed (May 2004) to 
sell this land to the Company for Rs.8 1.86 lakh (Land: Rs.47.87 lakh, on the 
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basis of assessment made by the .Patwari of the area arid immovable assets: 
Rs.33.99lakh) and agreement signed (Ju~e 2004). 

The Board received (April2006) Rs.81.86lakh i.e. after a delay of 22 months. 
The sale deed was executecl (May 2006)· when the current market rate of this 
land for the purpose of stamp duty and registration fee was assessed as Rs.l.44 
crore by the same Patwari. This indicated that the asse~sinent ofRs.47.87lakh 
made earlier by the Patwari was not correct. By ignoring the assessment made 
by its own LAO and not getting the assessment of Patw~ reviewed from the 
Senior Officer of the Revenue Department, the Board eXtended undue favour 
to the Company and loss of Rs.69 lakh by selling the land at much below the 
prevailing market rate. The Board also suffered loss of interest of Rs.13.32 
lakh (7 July 2004 to 27 April 2006 at thy rate of 9 per cent per annum, which 
was the rate at which the Board was borrowing funds) by accepting the sale 
proceeds after 22 months from the date of signing the agreement. 

The Board also failed to safeguard its interest by not incorporating a suitable 
clause for charging the cost of the land at the rate prevailing when final 
payment is made. Before execution of sale deed, the Finance and Accounts 
wing of the Board, inter alia, opined (November 2005) that the LAO of the 
Board and the Patwari were both from the Revenue Department and the Bo;rrd 
should have considered the assessment as made by LAO (a senior officer). 
Based on the market value of land as assessed by the Pil.twari at the time of 
execution of sale deed, the loss ~orked out to Rs.96 lakh (Rs.l.44 
crore-Rs.47.87lakh). 

The Government admitted (September 2007) that the value of land was 
assessed at Rs.l.17 crore by LAO in July 2003 after the committee of the 
Board recommended (June 2003) to sell the land at market price. It further 
stated that the value of land was got re-assessed (February 2004) from the 
Patwari at the time of finalisation of decision when it was assessed at Rs.47 .87 
lakh. The reply is not tenable as the Government did not assign any reason for 
not accepting the value of land as assessed by the LAO in July 2003 and why 
it went for re-assessment. Further, it was also decided to receive the sale value 
at the time of execution of sale deed on the basis of assessment made by the 
Patwari earlier. As the Board agreed for execution of sale deed at a later date, 
it could have asked for the value of the land as at the time of execution of sale 
deed which was assessed by the Revenue Department as Rs.1.78 crore 
(including value of iriunovable assets: Rs.33.99 lakh). 
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14.12 Undue favour to supplier 

Due to non-enforcement of risk and purchase clause of the supply order, 
the Board extended undue favour to the supplier and thereby suffered a 
loss of Rs.11.82 lakh. 

The Board placed (July 2004) two purchase order on Bharat Electro Tech 
Private Limited, Damtal for upply of 2.752.500 Km conductor of various 
type for Rs.8.61 crore for deli very within ix month from the date of issue of 
purchase order . As per terms and conditions of the purcha e order. the Board 
also placed (January 2005) two additional purcha e order for supply of 688 
Krn conductor for Rs.2.1 5 crore on the same terms and conditions. The Board 
had bank guarantees fro m the firm for Rs.48.94 lakh. 

Against the total ordered quantity of 3,440.500 Km conductor, the supplier 
delivered (March 2005) onl y I ,982.732 Km at a cost of Rs.5.97 crore and the 
balance quantity of 1,457.768 Km conductor wa purchased by the Board 
during 2005-06 at higher rates from other suppliers at an extra cost of 
Rs.26.78 lakh. The Board was entitled to recover this amount from the 
original upplier as risk purchase cost a per term and condition of the 
purchase orders. The Board, however, recovered (February 2006) only 
Rs.l4.96 lakh by encashing bank guarantee of Rs.39.78 lakh, being the risk 
purchase cost of 769.768 Km conductor against the first order and suspended 
busine s dealing with the supplier for five year . The balance amount of 
Rs.l l .82 lakh remained un-recovered as the Board refunded the balance 
amount of Rs.24.82 lakh of the bank guarantee encashed by it to the supplier. 
The Board also did not enchash the remaining bank guarantee of Rs.9. 16 lakh. 

The matter was referred to the Board/Government in May 2007; their reply is 
awaited (September 2007). 

I Himachal Road Transport Corporation 

4.13 Loss due to injudicious decision and its improper 
implementation 

Injudicious decision to provide free traveling facility to the cancer/spinal 
injury patients in its buses and its improper implementation resulted in 
loss of Rs.49.23 lakh. 

The State Government (Department of Tran port) decide from time to time to 
allow free/concessional traveling faci lity to certain categorie of passengers 
such a tudents, Government employee , police per ons, handicapped 
per. ons, Member. of Pari iament and State Legi latures. etc. in the buses of the 
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Corporation. The loss on this account is reimbursed as subsidy by the State 
Government to the Corporation. The State Government makes budget 
provision to this effect each year and the amount is released to the Corporation 
in installments. 

It was observed (June 2007) that the Transport Minister of the State, without 
the approval of the State Government, extended (October 2003) free traveling 
facility to people of the State suffering from cancer/spinal injury for 
undergoing treatment in the Government hospitals within and outside the 
State. Thereafter, the Corporation requested (October 2003) the State 
Government to accord necessary approval for providing such facility and 
make budgetary provision to meet the financial liability on this account. In 
response, the State Government stated (December 2003) that there was neither 
any need to obtain State Government approval nor any budgetary support as 
only small number of patients of cancer/spinal injury would be involved. The 
State Government also recommended (December 2003) the inclusion of 
multiple fracture/kidney patients and stated (December 2003) that the 
Corporation may obtain approval of its Board of Directors (BODs). The State 
Government further directed that the concession be extended only to such 
patients (along with one attendant) who are referred for treatment to other 
Government Hospitals by an officer of the Health Department not below the 
rank of Chief Medical Officer (CMO). 

The BODs discussed (July 2004) the response of the State Government and 
without making efforts to ascertain the likely number of such patients from the 
Health Departmentonhe State level hospital at Shimla, approved (July 2004) 
the proposal. The Management also did not approach the State Government 
again to provide budgetary support though its accumulated losses stood at 
Rs.307 .68 · crore as on 31 March 2003 thereby eroding its paid-up capital of 
Rs.213.51 crore. This indicates that the decision of the BODs was neither well 
thought of nor based on prudent and sound commercial and financial 
principles. The Management had also circulated (January 2004) the proposal 
to the Divisional Managers for compliance i.e. even before the proposal was 
approved by the BODs. 

During. the period January 2004 to June 2007, the Corporation allowed the 
concession of Rs.49.23 lakh. The implementation of the decision was test 
checked in the office of Regional Manager (local) DhaBi, Shimla and it was 
noticed that the officers concerned who was empowered to issue passes to the 
patients along with one attendant for free travel in the buses, did not verify the 
papers of even a single patient (out of 10,516 patients to whom concession of 
Rs.28.57 lakh was given) to ascertain as to whether the patient was referred by 
a Health Officer, not below the rank of CMO. Even after coming to know the 
quantum of loss being suffered, the Management had not taken up the matter 
with the State Government for reimbursement of such loss or discontinuation 
of the concession. Thus, implementation of the decision of the Minister 
without approval of the State Government resulted in non-reimbursement of 
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ended 31 March 2007 

~~.~,n·~ of Rs.49.23 lakh and for subsequent years also the Corporation 
to bear the cost which would further adversely affect the poor 

pj)~atlcm of the Corporation. 

was referred to the Government/Corporation in August 2007; the:i.r 
(September 2007). 

comP!trouer and Auditor General of fudia' s Audit Reports represent the 
vu•uuJLUu.Lvp ·of the process of scrutiny starting with initial inspection of 

records maintained in the various Public Sector Undertakings. It 
is, necessary that they elicit appropriate and timely response from 
the Finance Department, Government of Himachal Pradesh issued 
(February 11994) instructions to all Administrative Departments to submit 

IJHL.Luu•u•, notes indicating corrective/remedial action taken or proposed to 
be taken 1

. paragraphs and reviews included in the Audit Reports within three 
months of 1 

· presentation to the Legislature, without waiting for any notice 
the Committee on Public Undertakings (COPU). 

Audit Reports for the years 2002-03, 2003-04, 2004-05 and 
presented to the State Legislature in February 2004, April2Q05, 

and April 2007 respectively, two departments did not submit 
notes on 44 out of 59 paragraphs/reviews, as on August 2007, as 

15 12 

13 9 
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Chapter IV Transaction audit observations 

Department wise analysis is given below: 

Power department 6 9 5 9 

Horticulture department 2 

Tourism department 1 

Industries department 1 

Transport department 1 

Finance department 3 4 3 

The department largely responsible for non-submission of explanatory notes 
was the Power department. It did not submit explanatory notes to 29 out of 44 
paragraphs/reviews. It did not respond to even reviews highlighting important 
issues like system failures, delay in procurement of material, loss of interest, 
excess inventory holding, short recovery, underbilling, mismanagement, 
extra/overpayments, undue favour, non-recovery of interest on advance given 
to contractors, etc. 

Compliance to Reports of Committee on Public Undertakings (COPU) 

The Action Taken Notes to the recoinmendations of COPU are required to be 
furnished within six months from the presentation of the Reports. Replies to 
41 paragraphs pertaining to 10 Reports of the COPU, presented to the State 
Legislature between March 2005 and March 2007, had not been received as on 
August 2007, as indicated below: 

;Y~~r ·of:';· 
)~,eport>· ,, 

1998-99 
1999-2000 3 13 
2000-01 1 u 
2002-03 1 1 
2003-04 1 2 
2004-05 2 2 
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. I 

Audit Repor~ (Commercial) for the year ended 31 March 2007 
AA tM §itilf!!i'?PW' IMW¥ if WNSFiiJifiii'*M•*+f+iL'!i* - h•lifu#ffii..... -.-s•N•""WfP''wr:WMil·?iiWi+fH 

" I 
Action taken on persistent irregularities in Audit Reports 

With a vijw to assist and facilitate discussion of the paras of persistent nature 
by the Sthte- COPU, an exercise was carried out to verify the extent of 
corrective I action taken by the concerned auditee organisation and results 
thereof are- indicated in AlllmexurecXXXV. _ 

' A review I of persistent irregularities included in Annexure-XXXV would 
reveal that though the irregularities relating to excess inventory holding 
(ranging b~tween Rs.6.30 crore and Rs.l3.35 crore), non-recovery of advance 

- , consumptibn deposits (Rs.3.84 crore), loss due to wrong application of tariff 
(Rs.0.14 crlore), short recovery of peak load exemption charges 
(Rs.1.51 crlore), undue favour to consumers (Rs.7.42 crore) etc. pertaining to 

I 
Himachal fradesh State Electricity Board were included in the Audit Reports 
(Commercial)/Commercial Chapter of Audit Report (Civil) of the Comptroller 
and Auditdr General of India- Government of Himachal Pradesh for the years 
1994-95 t9 1996-97, 1998-99, 2000-01, 2002-03, 2003-04 and 2005-06, these 
irregularities continued to persist, as the Government/Board had not taken 

• I • - . -corrective actiOn. - · -

The mattel was reported to the Government (September 2007); the reply is 
awaited csbptember 2007). 

I 
I 14.15 c Re&ponseto-ibsp~ction'relibi~:-draf(pafasand revi~\V~ -_- ., 

1 Audit obsLvations noticed during audit and not settled on the spot are 
communidted to the heads of the Public Sector Undertakings (PSUs) and 
departrnen~s of the State Government concerned through inspection reports. 
The heads !of PSUs are required to furnish replies to the inspection reports 
through respective heads of departments within a period of six weeks. 
Inspection teports issued up to February 2007 pertaining to 21 PSUs disclosed 
that 3',351 paragraphs relating to 943 inspection reports remained outstanding 
at the end bf August 2007. Department-wise break-up of inspection reports 
and audit \observations outstanding -as -on_ 31 A~gust 2007 is given in 
Annexurec!XXXVI. . . 

' Similarly, Lviews and draft paragraphs on the working of Public Sector 
Undertakinks are forwarded to the Secretary of the administrative department 

: 1 concerned demi-officially seeking confirmation of facts and figures and their 
· comments thereon within a period of six weeks. It was, however, observed 

that eight \ draft paragraphs and three reviews forwarded to the five 
departments between May and September 2007 as detailed in 

I . 

AnnexuremKXXVll had not been replied to so far (September 2007). 
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Chapter IV Transaction audit observations 

h is recommended that (a) the Government . hould ensure that procedure exists 
for action against the officials who fai l to send replies to inspection 
reports/draft paragraphs/ Action Taken Notes on the recommendations of 
COPU as per the prescribed time schedule, (b) action to recover 
loss/outstanding advances/overpayments is taken w ithin pre cribed time 
schedule, and (c) the system of re ponding to audit observations is revamped. 

The matter was reported to the Government (September 2007); the reply is 
awaited (September 2007). 

Shimla 
The 

New Delhi 

The l 8 

i£_6 DEC ZGOl (SUMAN SAXENA) 
Accountant General (Audit) 

Himachal Pradesh 

Countersigned 

~~ 
DEC 2.001 

(VIJA YENDRA N. KAUL ) 
Comptroller and Auditor General of India 
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Annexures 
, .. _,_rm ""'·'''"""" *" •• ""39&'£7 w"riif'·'d vs~·=··;o··m-"'-H £ fi···"i-·riT• ... •Rn *·-·9M¥·w '" ar,~·~···&if w-·rnF-k ££ii ifiiiij., f'th5f&55 &b·B• m '5 #&•·w.ittm"wwef·&•wrWOit•'M"*''iiiMZ"rn'fe£' t'iiiiii?bZN'*t!t! ji 

2 

3 

4 

5 

AnnemJl"ecJI 

(Refer pauragl!"aplbts 1.3, :n..41 andl 1.5) 

Statement sful([J)WJillllg pmrtncwmrs of upctocdlall:e pmliidlc1ll!JPl cmpRtal, bud.gebill"Y outgo, lloans given out of budget and loans outstanding as on 
3:H. Mall."c!h 2@07 lii!n ll."esped of Govell."l!1ll!lmel!1lt com.pa~l!1l:i.es am! Statutory CO.Jr][ll([])ll"ations 
\ : 

Government comE!~mies 
AGRI!CUL 'fUIRE ANID ALUE][) 

Himachal Pradesh Agro 984.08 196.00 - -
Industries Corporation Limited 

Himachal Pradesh 1023.50 150.00 - 607.00 
Horticultural Produce 
Marketing and Processing 
Corporation Limited 

I Agro Industrial Packaging 1675.00 - - 97.00 
.In<!i;t l,i!)ljte_q _ _ ___ 

Total 3682.58 346.00 . 704.00 

INDUSTRY 

I Himachal Pradesh State Small I 246.08 I I I I 
Industries imd Export 
Corporation Limited 

I Himachal Pradesh General 703.96 - - 12.31 
Industries Corporation Limited 

Total 950.04 . . 12.31 

(Fiig1!llres in columns 3(a) t([]) 41(0 are Ru 
'E<illitrn~~r;~;?e~ei~~d'ii~rorl oiii~~.i~a&' ''lnti~n:s··~:*J~~ili~;Jitil'~f~he 
Budget durmg the year, . · received 2006-07 o, !,:: · 

.. · . . L· . ->~~£:;:. _,. du~-.:.. ~L- - ./"·~:.::: •• -~ --~<:· 

1180.08 - - - 150.87 -

1780.50 - - - 1212.92 104.00 

1772.00 . - - 2212.83 -

4732.58 . . . 3576.62 104.00 

246.08 

716.27 - - - 297.46 . 

962.35 . - . 297.46 -
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ees in lakh) 

150.87 

1316.92 

2212.83 

3680.62 

297.46 

297.46 

n~!>'i~qUity::; 
ratio for 
2006,il7 

0.13:1 
(0.13:1) 

0.74:1 
(0.68:1) 

1.25:1 
(1.25:1) 

0.78:1 
(0.76:1) 

0.42:1 
(0.42:1) 

0.31:1 
(0.31:1) 



Audit Report (Commercwl) for the year ended 31 March 2007 

I 2 3(a) J(bl 3(~;) 3(tl) 3!e) 4 (a) 4(b) 4tcl 4(tl) 4Cel -!tO 5 
ELECfRONICS 

6 H1machal Prade\h State 371.67 - - 371.67 - - - 194.66 - 194.66 0.52: I 
Electronics Development (0.52: 1) 
Corpomuon Lunned 

Total 371.67 - - - 37 1.67 - - 194.66 - 194.66 0.52:1 
(0.52: I} 

HANDLOOl\1 AND IIANDIC RAF"l'S 

7 Hunachal Prade\h State 411.16 HXl - 414. 16 - - - 197.61 - 197.61 0.48:1 
Handicraft, and llandloom (0.48:1) 
Corpomuon Lm11ted 

Total 411.16 3.00 - 414.16 - - 197.61 - 197.61 0.48:1 
(0.48:1} 

FOREST 

8 H1machal Pradesh State Forest 1208.06 - 1208.06 - - - - 16075.00 16075.00 13.3 1: I 
Corpomuon Limned ( 13.3 1:1) 

T ota l 1208.06 - - 1208.06 - - - - 16075.00 16075.00 13.31:1 
(13.31:1) 

DEVELOPMENT OF ECONOMICALLY WEAKER SECflONS 

9 Himachal Pradesh Mahila 287.32 9.60 - 296.92 40.00 - - - - - -
Vikas Nigam 

10 Himachal Backward Classes 749.59 - 749.59 120.00 - - - 724.18 724.18 0.97:1 
Finance and Development ( 1.19: I ) 
Corpomion Limited 

I I Himachal Pradesh Minorities 332.62 - - 18.42 35 1.04 46.15 - - - - -
Finance and Development 
Corporauon 

Total 1369.53 9.60 - 18.42 1397.55 206.15 - - - 724.18 724. 18 0.52:1 
(0.64:1 ) 

PUBLIC DlSTRIBUTlON 

12 Himachal Pradesh State C. vii 351.50 - - 351.50 - - - 46.6 1 - 46.61 0. 13:1 
Supphes CorporatiOn Limned (015: 1) 

Total 35 1.50 - - 351.50 - - - 46.61 - 46.61 0.13: 1 ! 

(0.15:1) 
- - -
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Annexures 

I :?. 3{aj ~(b) l 3Ccl J(dJ 3(el 4Cul 4(bl 4(c) 4(d) 4(e) 4(1) 5 
TOURISM 

13 Himachal Pradesh Tourism 1229.86 - - - 1229.86 - - - - 62.79 62.79 0.05: 1 
Developmem Corporauon (0.07: 1) 
Limited 

Total 1229.86 - - 1229.86 - - - 62.79 62.79 0.05: 1 
(0.07: 1) 

FINANCE 

14 Himachal Pradesh Stale 2959.40••• - - - 2959.40••• - - - - - - -
lndusuial Developmenl 
Corporation Ltmllcd 

Total 2959.40••• - - - 2959.40••• - - - . . 

POWER 

15 Himachal Prade\h Power 0.30 40.00• 40.30* 0.30 - - - . -
Corporation Limited 

Total 0.30 40.00* 40.30* 0.30 . . . . 
CONSTRUCTION 

16 Himachal Pradesh Road and 2500.00 . 2500.00 . - - 45058.69 45058.69 18.02: 1 
Other Infrastructure (26.82:1) 
Developmem Corporauon 
Limited 

Total 2500 . . . 2500.00 . . . . 45058.69 45058.69 18.02:1 I 
(26.82: I) 

Total-A 15034.10# 358.60 774.73 16167.43# 206.45 4312.96 62024.66 66337.62 4.10:1 
I . . 

(All Sector-wise Government (1.58: I) 
Companies) 

B Working Statutory corporations 
POWER 

17 Himachal Prade>h State 28211.18 - - - 28211. 18 - 22056.07 2013.04 :?.09830.18 2 11843.22 7.51:1 
Elecuicity Board (9.30:1) 

Total 28211.18 . . - 28211.18 - . 22056.07 2013.0-1 209830.18 2118-13.22 7.51:1 
(9.30:1 ) 
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Audit Report (Commercial) for the year ended 31 March 2007 

I 2 .1(a) J(b) I 3Cc) 3(d) I :l(C) 4Ca) 4(b) 4(c) 4(d) 4(e) 4(1) 5 

TRANSI>O RT 

18 HimJchal Road Tran, pon 26166.31 1 5~45 - - 277 10 76 1230.00 793.00 - 15996.06 15996.06 0.58:1 
Corpo ratio n (0.09:1) 

Total 26166.31 1544.45 - - 27710.76 1230.00 793.00 15996.06 15996.06 0.58:1 
(0.09:1) 

flNA!\CLNG 

19 H1machal Pradesh Financial 2197.79 - - 659.32 2857 I I - 2780.00 - 1950!P7 19508.77 6.83: 1 
Corporatio n (6.06:1) 

Tota l 2197.79 - - 659.32 2857.11 - - 2780.00 - 19508.77 19508.77 6.83:1 
(6.06:1) 

Tot.al-8 (All sector-'1\i!.e 56575.28 154U5 - 659.32 58779.05# 1230.00 793.00 24836.07 2013.~ 245335.01 247348.05# 4.21:1 
Statulory corporatiOn.!>) (4.90. 1) 

Grand Total (A+D) 71609.38 1903.05 - 1434.05 74946.48# 1436.45 793.00 24836.07 6326.00 307359.67 313685.67 4.19:1 
(4.28:1) 

C Non-working companies 
LNDl!STRY 

20 Himachal Worsted M1lh - - 47.00 45.()() 92.00 - - - - - -
L1m11ed 

Tota l - - 47.00 45.00 92.00 - - - - - - -
ENGINEERlNG 

21 Nahan Foundry Limned 387.00 - - - 387.00 - - - - - - -

Total 387.00 - - 387.00 - - - - - - -
Grand Totai-C 387.00 - 47.00 45.00 479.00 - - - - - - -
Grand Total (A+B+C) 71996.31! 1903.05 47.00 1479.05 75425.48#$ 1436.45 793.00 24836.07 6326.00 307459.67 313685.67 -U6:1 

( 4.98: 11 

Note:- Except m rt'Sflt'Ct of companir.1 and corporations 11irid1 finalised tlil'lr acconllls for 2006-07 (Sr No.5,6,7, 12, 14, /5, /6,/ 7, 1H.19 & 2 1} fig ures are prOI'IHOIIal ond as gi•·en by the 
cmnptmieskory><Jratrons 

li! ,.. 
, ... 
s 
# 

Includes bonds. debcmrm!.\, mtu corporate dt·palll.\, etc. 
l..oanJ outstamlmg attire clou of 1006-07 rt!Jirl'.\l'/1/S Jong·tt'rlll Jmw 1 ani\ 
lncludt's short' applrcatron mlllrl'r of Rs. 2.00 laJJr 
Sltlte Go••enrmm t s rm·estmefllm all PSUs 1\'a\ Rs783.12 rrore (others: R d /08 .89 crore}. I rgurl' as per Finance Accormts 2006-07 IJ RJ. l-12.92 cror~. n1e drffuencr 1.1 rmdu reconu liation 
lrrchule.f \hare applrcm wn mtmn of R.f. 41.~0 fakir 
mdude.\ share applimtion mtme.\ nf Rs.39.80 JoUr 
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Annexures 

Annexure-II 

(Refer paragraphs L.6, 1.7, 1.13 and 1.19) 

Summarised financial results of Government companies and Statutory corporations for the latest year for which accounts were finalised 

(Figures in columns 7 to 12 & 15 are Rupees in lakh) 
S r. Seclor and name of Name of Date of Period of Year in Net Net impact Paid-up Accumulated Capital Total Return Percentage Arrears Turn Man-
No. company/corporation Depa rtm ent incorpora· accounts which Profit (+)/ of Audit capital profit(+)/ employed on capital of total of over power 

lion accounts Loss(·) commenL~ loss(· ) (A) employed return on accounts (No. of 
rmalised capital in terms empo 

employed of years loyees) 

I 2 3 4 5 6 7 8 9 10 I I 12 13 14 15 16 

A Working Government companies 
AG RICULTURE AND ALLIED 

I Himachal Pradesh Agro Horticulture September 2005-06 2006-07 (·)19-1.51 General 1180.08 (·)799.57 25.81 (·)167.01 . I 2106.50 24-1 
I ndustric' Corporatton 1970 Comments 
L1mited 

1 Himachal Pradesh Horticulture June 1974 2005-06 2006-07 (-}480.27 Ni l 1780.50 (-)3275.67 175. 14 (-)475.55 I 34 15.08 484 
Horticultural Produce comments 
Marketing and Processing 
Corporation L1mited 

3 Agro Industrial Horticulture February 2005-06 2006-07 (-)643.61 Nil 1772.00 (-)5729. 1-1 (-) 1607.70 (-} 138.-16 . I 488.93 188 
Packaging India Limited 1987 comments 

Total (-)1318.39 4732.58 (-)9804.38 (· )1406.75 (-)781.02 - . . -
INDUSTRY 

4 Himachal Pradc<,h State lndu"rie' October 2005-06 2006-07 (+)56.02 Nil 246.08 (-)128.4-1 215.10 (+ )56.02 26.0-1 I 928.97 27 
Small lndustrie> and 1966 comment'> 
Export Corporation 
Limited 

5 Himachal Pradesh Industries November 2006-07 2007-08 (-)85.24 Under audit 716.27 (-)132.20 641.99 (-)66.49 - - 1503.62 220 
General I ndustrie> 1972 
Corporation Limited 

Total (· ) 29.22 962.35 (-)260.64 857.09 (-)10.47 - . 
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Audit Report (Commercial) for the year ended 31 March 2007 
-:.( 

I 2 3 4 5 6 7 8 9 10 II 12 13 14 15 16 

ELECTRONICS 

6 Himachal Prndesh Stale lndu;,tries October 2006-07 2007-08 (+) 127.54 Under audit 37 1.67 (-)214.84 545.44 (+)127.97 23.46 - 1509.77 74 
Electron tcs Development 1984 
Corporation Limited 

Total (+)127.54 37 1.67 (-)214.84 545.44 (+)127.97 23.46 - -
HAI'Il>LOOM AND HANDICRAfTS 

7 Himachal Prndesh State Industries March 1974 2005-06 2006-07 (-) 112.72 Nil 414. 16 (-)1084.97 (-)449.75 (-)8-1.73 - - 1000.01 
Handicrafts and comments I 

Handloom Corporation 2006-07 2007-08 (-)44.07 Under audit 414. 16 (-)1129.05 (-)565.79 (-)2 1.55 - - 923.61 143 
Limited 

Total (-)44.07 414.16 (-)1129.05 (-)565.79 (-)21.55 - -
FOREST - -

8 Himachal Prndesh State Forest March 1974 2002-03 2006-07 (-)1990.35 Understate- 1208.06 (-)291 8. 14 53635.03 (-)1758.88 - - 11682.78 
Forest Corporation mem of loss 
Limited by Rs.87. 12 

lakh 

2003-04 2007-08 (-)1 144.63 Under audtt 1208.06 (-)4062.78 38941.46 (-)883.83 - 3 12614.37 3973 

Total (-)1144.63 1208.06 (-l-'062.78 38941.46 (-)883.83 - - - -
DEVELOPMENT OF ECONOi\UCALL Y WEAKER SECTIONS 

9 Himachal Pradesh Mahi Ia Welfare April 1989 2005-06 2007-08 (-)8.37 Not 256.92 (-)14.68 145AO (-)8.37 I 9.53 6 
Vikas Nigam revie"'ed 

10 Himachal Backward Welfare January 1994 2004-05 2007-08 (+)54.8 1 Not 579.59 (+)227 95 1683.29 (+)95.97 5.70 2 128.18 22 
Classes Finance and reviewed 
Development 
Corporation 

II Himachal Prndesh Welfare September 2005-06 2006-07 (-)29.65 Not 293. 11 (-) 176.31 752.72 (-)17.37 - I 27.70 14 
Minoriues Finnnce and 1996 reviewed 
Development 
Corporation 

Total (+) 16.79 1129.62 (+)36.96 2581.41 (+)70.23 2.72 - - -
PUBLIC DISTRIBUTION 

12 Himachal Pradesh State Food& September 2006-07 2007-08 (+)113.09 Nil 351 .50 (+)1236.02 2004.90 (+) 137.60 6.86 - 56865.96 743 
Civtl Su pplies Suppltes 1980 comments 
Corporat ton Ltmited 

Total (+) 113.09 
-

351.50 (+) 1236.02 2004.90 (+)137.60 6.86 - -
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Annexures 

li~l:;1cl~'; •, :'';;)~'·:;~:,;\ ~·· ·; .3 ·'J:fl'~.,~,. ·~;; \. 'i:. '>'75;~~~~~"'::: 6 : 'li'iflW~ t ··; . . :·:s:;y~:~l?,:tt:2 . ~~ ·:;f>(10f1?:;:;1h: ;:;·[11· ;:" ~~. """:iil ~:: :~~l?.ci'cl3~~~l~:::l4: :. :h;~J.~5;>~~~~1~6.:">. 
TOURISM 

13 Himachal Pradesh Tourism and September 2005-06 2006-07 (+)37.51 Nil 1229.86 (-)807.20 1964.85 (+)49.75 2.53 1 3602.61 1683 
Tourism· Development Civil 1972 Comments 
Corporation Limited Aviation 

Total (+)37.51 1229.86 (~)807.20 1964.85 (+)49.75 2.53 - - -
FINANCING 

14 Himachal. Pradesh State Industries November 2006-07 2007-08 (+)617.35 Understate- 2959.40 (-) 211.36 3668.34 (+)617.35 16.83 - 1317.75 198 
Industrial. Development 1966 mentof 
Coqioratimi Limited current 

liabilities 
and current 
assets by 
Rs 2.46 crore 

Total (+)617.35 2959.40 (-) 211.36 3668.34 (+)617.35 16.83 - -
POWER 

15 Himachal Pradesh Power MPP& December, 2006-07 2007-08 (-)5.31 Under audit 40.30 (-)5.31 13.99 (-)5.31 - - - -
Corpo~ation Limited Power 2006 

Total (-)5.31 40.30 (-)5.31 13.99 (-)5.31 - - - -
CONSTIRlUCHON 

16 Himachal Pradesh Road Public works June 1999 2006-07 2007-08 ** Nil 2500.00 - 48002.81 - - - - -
and. Other Infrastructure comments 
Development . 

· Corporation Limited 

To.tal' 2500.00 48002.81 

~~~~ 
fofiii·A (An:se~5i~l!'~;I;;c;: ;·;i7:'t~. :~; ~~~~ ~.fi·'': ~~ ;~;~:;~~~:; ~]i?~ .;c•'• } 1;~~~~.}:~~~ !J.::(:;";.:,:~ 

7:. 
t·'~r;;~:·~·~; ~~~~·~;·,,~:~ 

[j/)1':''~}~';, 
.l,·:~?~Z, ' ~·:~ft~t~ 12·~~~~{·';,;:= l;~;;!li;;;) :; r; ·02~ S:?·'·'''''w'" ?o~t:~~~~·~.:·g~~~::.·: ~.fl: . :: .. [.' ... /?~'~ ;;;:;••;;';; :•'1 ~·,,~ 

; ; ··.' > ·. · ..• 'i'':: ······' ,•,:. .·' ~.'~''':~~;c;·· ,/ ... ·~~:·;,:c:;r::~ lcl;t:;:': . ; ... : ,_,_;'·. 

B Working Statutory corporations ' 

POWER 

17 Himachal Pradesh State MPP& September 2006-07 2007-08 (+)188.14 Under audit 28211.18 (-)23728.36 264190.60 (+)14009.37 5.30 - 191770.30 25969 
' Electricity Board Power 1971 

Total (+)188.14 28211.18 (-)23728.36 264190.60 (+)14009.37 ____EO 
' 

- --- -- --- -- --

······:· 
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Audit Report (Commercial) for the year ended 31 March 2007 

I 

18 

19 

c 

20 

21 

L 

2 3 4 5 6 7 8 9 10 II 12 13 14 15 16 

TRANSPO RT 

Himachal Road Transport Trnn~port October 2005-06 2006-07 (-)3821.71 Overstate- 2&180.76 (-)40534.43 (-)1347.26 (-)3034.06 - - 21649.33 
Corpornllo n 1974 mcnt of loss 

by Rs. 52.96 
lak.h 

2006-07 20078-08 (-)3260.76 Under audit 27710.76 (-)43795.19 6526.39 (-)2810.6-l - 24227.99 8484 

Total (-)3260.76 - 27710.76 (-)43795.19 6526.39 (-)2810.64 - -
FINANCING 

Himachal Prade~h lndu\tnc\ Apnl 1967 2006-07 2007-08 (-)1266.64 Bemg 2857.1 I (-)I 0225.86 22247.07 (+)184.20 0.83 1526.72 106 
Financral Corporallon finah~ed 

Total (-)1266.64 2857.ll (-)10225.86 22247.07 (+)184.20 0.83 - - -
Total-8 (AU sector-~ise (-) 4339.26 I 58779.05 (-)77749.41 292964.06 11382.93 I 3.89 - - -

I StatulOrJ corporation.\) 

Grand Total (A+B) (-)5968.60 74678.55 (-)92911.99 389571.81 10683.65 2.74 - - - I 

Non-working companies 
INDUSTRY 

Himachal Worsted Mtlls Industries October 2000-0 1 2001-02 (-)0.94 Not 92.00 (-)544.32 (->63.82 (-)0.06 - Under - -
Lrmited 1974 reviewed laquadauon 

~ince 2000 

Total (-) 0.94 92.00 (-)544.32 (-)63.82 (-)0.06 

ENGINEERING 

Nahan Foundry Limited lnduMries October 2006-07 2007-08 (+)0.67 Not 387.00 (-)449.35 (-)63.25 (+)0.67 - - - I I 
1952 reviewed 

Total (+)0.67 387.00 (-)449.35 (-)63.25 (+)0.67 - - - . 
Total C (-)0.27 479.00 (-)993.67 (-)127.07 (+)0.61 . . . . 
Grand Total <A+B+Cl 
------- --- -- - -- ~~------

(-)5968.87 75157.55 (. )93965.66 38~.74 10684 .. 26 2.74 . . . 

(A) Capiwl employed represents net fixed assets (including capital work-in-progress) plus working capital except in cases of finance companies/corporations where the 
capital employed II'Orked ollf as a mean of the aggregate of opening and closing balances of paid-up capital. free reserves, bonds and borrowings (including 
refinance) 

**Excess over expenditure is reimbursable by the State Government 
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Annexure-III 

(Refer paragraph 1.5) 

Statement showing subsidy received , guarantees received, waiver of dues, loans on which moratorium allowed and loans converted into 
equity during the year and subsidy receivable and guarantees outstanding a t the end of March 2007 

' ·o: (F" 3 (a) 
' ' 

7 R ·c lakh ) 
S r . Name of the Public @Subsidy and grants receh•ed during the year Guarantees received during the year and outsta nding at the Waiver of dues during the year Loa ns on Loans .1 
No. Sector Undertaking end of the year •• which converted 

mora to- into 
rium equity 
auo .. ed during 

the year 

Central Sta te Others Total Cash Credit Loans from Lecters of Payment Tota l Loans Interest Penal Total 
Go\ ernment Government from banks other credit obligation repayment waived interest 

sources opened by under writlen oiT waived 
banks in agreement 
respec t of with foreign 
imports consulta nts 

or contracts 

I 2 J (a) J(b) J (c) J (d) 4(a) 4(b) 4(c) 4(d) 4(e) S(a) S(b) S(c) S_{dl 6 7 

A Working Government com l anies 
I Himachal Pradc'h Agro 5~.00 52.00 - - - - -

I nduwie' Corporation (-!().()()) (-10.00) 
L1mned 

2 Himachal Pradesh - - - - - - - - -
Honicuilural Produce (99.83) (37.()()) ( 136.83) 
Mar~eting and Proce!>sing 
Corporal ion Limned 

3 Agm lndu\trial 22.00 22.00 - - - - - -
P<~c~agmg lnd1a Lunned 

4 Himachal Prade>h State 122.7 1 86.88 - 209.59 60.00 - - 60.00 - - - -
Hand1cmlts and (-) (-) 

Hand loom Corporation 
Limited 

5 Himachal Prade'h State - - - - - - - -
Forest Corporation !16075.00) ! 16075(M)) 

L1mitcd 
- -- - - -- -
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I 2 3(a) 3(bl 3Ccl 3Cdl 4(a l 4(b) 4Ccl 4(d) 4(e) 5(aJ 5(b) 5(c) 5(dl 6 7 

6 Himachal Bac~ward - - - - - - - - -
Classc~ Fi nancc and 1724.18) (724. 18) 
Development 
Corporation 

7 Himachal Prade; h - - - - - 1000.00 - - 1000.00 - - - - -
Mmonues Ftnance and (746.02) (746.02) 
Development 
Corporation 

[8 
Himachal Pradesh 240.54 375.37 - 615 91 - - - - - - - -
Tounsm Development 
Corporatton Lunitcd 

'9. Himachal Pradesh Road - 88.66 - 88.66 - - - - -
and Other Infras tructure (45058.69) (45058.69) 
Developrnent 
Corporation 

Total-A 363.25 624.91 - 988.16 60.00 1000.00 - - 1060.00 - - - - - -
(99.83) (62680.89) (62780.72) 

B Working Statutory corporations 
10 Himachal Prade;h State 7268.65 270.00 160.87 7699.52 - 20000.00- - - 20000.00- - - - - -

Electncit)' Board ( 168123. 15) ( 168123. 15) 

II Htmachal Road Trampon - 4800.00 - 4800.00 - - - - - - - - -
Corporatio n - -

12 Himachal Prade'h - 2.22 3.87 6.09 - 2780.00 J86.7l - 2966.73 - - - - - -
Financtal Corporation ( 10270.00) - ( 10270.00) 

Total-8 7268.65 5072.22 164.74 12505.61 22780.00 186.73 - 22966.73 - - - - - -
(178393.15) (178393.15) 

Grand Total (A+B) 7631.90 5697.13 164.74 13493.77 60.00 23780.00 186.73 - 24026.73 - - - - - -
(99.83) (24 1074.~1 (24117 3.87) 

--

Note: Except in respect of companies and corporations which finalised their accounts for 2006-07 (Sr. No. 4,9, I 0 and 12 ), figures are provisional and as 
given by the companies/corporations 

@ 

** 

SubJidy includes subsidy receii'Ob!e or the end of year 11·hich is also sholl'n in brackets 

Figures in brackets indicate guarantees outstanding at the end of year 

rn 

I 
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Annexure-IV 

(Refer paragraph 1.7) 

Annexures 
4• •M&rii*iM 

Statement showing financial position of Statutory corporations 

(Rupees in crore) 

Equity capital 282.11 282.11 282.11 

Loans from Government 

Other long-term loans (including_ 
bonds) 

Reserves and surplus 

18.71 

2533.86 

958.28 

20.13 20.13. 

2634.93 2098.30 

1126.12 1261.36 

Current liabilities and provisions 1145.95 1497.16 2341.99 

B Assets 

Gross fixed assets . 2192.58 2322.34 3556.07 

Less: Depreciation .. 354.38 408.07 464.98 

Net fixed assets. 1838.20 1914.27 3091.09 

Capital works-in-progress 1730.61 2070.20 1108.16 

Deferred cost 62:54 65.93 81.92 

Current assets 640.58 849.42 784.64 

Investments 402.62 416.75 695.18 

Miscellaneous expenditure 4.72 4.71 5.62 

Deficits 259.64 239.17 237.28 

Capital (including capital loan & 
equity capital) 

Borrowings (Government) 
(Others) 

252.51 

46.60 

264.81 277.11 

110.78 159.96 

Capital employed represents net fixed assets (including works-in-progress) plus working 
capital. While working out working capital the element of deferred cost and investments 
are excluded from current assets 
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I -
16.28 66.14 Funds- -

I 

I 

Trade dues and other current 136.70 106.98 93.81 
I 

IiabiFties (including provisions) 
To~:.(,. ·:r~:r ·· ·· .• :;·~-~: i ·! 

~~,. •dL '~"'"'W ~ '•'i "'•-0 ,,"j\'.7> 

435.81: 498.85 597.9~'.:.:: 
r ' ·'!•'"·: "'\- .. I' _ .. , ,, ... ',, .. 

B I 
Assets 

I 

I . 
Gross block 151.45 158.78 177.80 

I 

L 1 D .. ess
1
: eprec1atwn 108.20 112.38 119.30 
I 

Net fixed assets 43.25 46.40 58.50 
I 

I 

Capital works-in-progress 2.88 4.07 2.00 
I 

(inc~uding cost of chassis) 

Inv~stm.ents - - -
I Cun;ent assets, loans and advances 22.55 43.04 98.57 

. I 
Deferred cost - - -

I 

I 
Accumulated losses 367.13 405.34 437.95 

I 

;Tofi.IrR. d:;; .. ·. .. .. · .• ~!:'~. :_i l; ~" ' ''0! . o. '.. ' 

A98:ss· 
. .. ... 

· ... ·'435.81 59o/;02 
., I .···. ,.,···.Al·" ... •" fJ;'<ii!ii";·o"W 

c Ca~itall emplloyed* (=)68.@2 (=)13.417 65.26 

3 .ffi~aclhlai .!P]["adeslhi Finarnciiall Corpo]["atimll 
;}", 'o ". ' !: ~\!,:.·• ' • .::•; ~' ' I :~;;~<i~*~s . oz,' 

,· 2006~07'' · •:Parbcu.la:rs · .; 200~_-;0(i: 
· · 

1
; '.i:~t; :;;. ~-: ..... ~::-~· ... : ··.. . ; -·.· ·· .... it-: .; 

. . . ' ..... , ' 
•. ··········: ·'?· ;.·· ···· (ProViloiimaQ 

I 

A Lialbili ties 
I 

I 

Paid-up capital(including share 28.17 28.57 28.57 
I 

appFcation money) 

Resbrve funds and other reserves 4.97 
and! surplus 

4.97 4.97 

B I • or;rowmgs: - - -
I Bonds and debentures 93.10 89.75 102.70 
I 

Fix~d deposits - - -

Indhstrial Development Bank of 49.44 70.19 85.89 
I 

India and Small Industries 
· Deyelopment Bank of India 

Re~erve Bank of India - - -
I 

* 
Elcluding depreciation funds 

dwital employed represents net fixed assets (including works-in-progress) plus working capital 

I . . . 
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Annexures 

Loan towards share capital: -
(a) State Government - -

I 

(b) Industrial Development Bank 
of India 

Others (including State 24.78 22.03 7.29 
Government) 

Other liabilities and provisions 70.20 71.12 79.66 

-+~ti~~~~~~;~~~t{ ~;· ;}~;~~~.,~~;:;;lJI•··· ::;~)~;~ ~~:> ~~,z1o.66·.~ 
~r'>_;,,, ,-f~ ", · f · " ~ 

i::r:;i;~z86:~3~' .:~:+:;(309·08'~ ;_;-v"~;]i,, : ,• < 

Assets 

Cash and Bank balances 7.81 7.86 12.91 

Investments 0.01 0.01 0.01 
-

Loans and Advances 172.96 185.04 190.08 

Net fixed assets 1.23 1.20 1.09 

Dividend deficit account 0.79 0.79 0.79 

Other assets 2.87 2.14 1.95 

Profit and loss account 84.99 89.59 102.25 
~:'f~fiii.-:0'~~ . ~]);;;_;-•·. "..., w::::'r:;< 

'}'t~~i,~ ;:0;: ];.,,:;:;,; .... ·.-. ~~r ·rr:.~~ 
,i;;ril < lf~'()•::i; 1~,:,~2!0•u~; ~~~~::~f2~~.~3~' ~;'~!~:3~9~Q8': 

Capital employed@ 186.05 207.20 222.47 

Capital employed represents the mean of the aggregate of opening and closing balances 
of paid-up capital, loans in lieu of capital, seed money, debentures, reserves (other than . 
those which.have been funded specifically and backed by investments outside), bonds, 
deposits and borrowings (incl!!ding refinance) 
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Annexure-V 

(Refer paragmph 1.7) 

I I -
,1 (a) Rerenue receipts 1282.45 1694.09 1962.19 
I 

(b) Supsidy/Subvention from 76.85 96.08 

i Government 
Tota~ 1282.45 1770.941 2058.27 

I 2 Revedue expenditure (net of 1170.29 1539.54 1784.34 
expen1ses capitalised) including 
write bn of intangible assets but 
exclu~ing depreciation and interest 

3 -GrossJ surplus (+)/deficit (-) for the - (+)112.16 (-t-)231.40 (+)273.93 
year (1-2) 

I -

4 Adjudtments relating to previous (+)20.14 (-)35.24 (-)76.70 
years/ 

5 Final/gross surplus( +)/deficit(-) for (+)132.30 (+)196.16 (+)197.23 
the year (3+4) 

I 

6 A I •• 
:! 

ppropnat10ns: 
I 

(a) D~preciation (less capitalised) 44.05 53.84 57.14 
I 1.88 2.23 (b) Interest on Government loans 2.33 
I 

I 233.41 241.14 (c) I~terest on others, bonds, 233.01 

·:! advaljlces etc. and finance charges 

(d) Tbtal interest on loans and 235.29 243.37 235.34 
finan;ce charges (b+c) 

(e) L~ss: Interest capitalised 109.79 121.53 97.13 

(f) Nbt interest charged to revenue 125.50 121.84 138.21 
'i (d-e)/ 

I 
:! (g) 'I]otal appropriations (a+f) 169.55 175.68 195.35 

I! 
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-~IE!~ ~iilji;EjE~ !D!l!i!i!i!Bi .. fii~Eiiifllil 

Surplus(+ )/deficit(-) before (-)37.25 (-)56.37 (-)94.20 
accounting for subsidy from State 
Government 
{5-6 (g)-1 (b)} 

Net surplus(+ )/deficit(-) { 5.:6(g)} (-)37.25 (+)20.48 (+)1.88 

Total return on capital employed* 88.25 142.31 140.09 

Percentage of return on capital 2.88 4.27 5.30 
employed 

Operating 

(a) Revenue 251.84 272.09 301.65 

(b) Expenditure 274.68 303.64 331.57 

(c) Surplus(+ )/Deficit(-) (-)22.84 (-)31.54 (-)29.92 

Non-operating 

(a) Revenue 1.03 1.95 1.82 

(b) Expenditure 10.08 8.62 4.50 

(c) Surplus(+ )/Deficit(-) (-)9.05 (-)6.67 (-)2.68 

(a) Revenue 252.87 274.04 303.47 

(b) Expenditure 284.76 312.26 336.07 

(c) Net profit (+)/Loss(-) (-)31.89 (-)38.22 (-)32.60 

Interest on capital and loans 9.63 7.87 4.50 

Total return on Capital employed (-)22.26 (-)30.35 (-)28.10 

Percentage of return on capital 
em lo ed 

Total return on capital employed represents net surplus/deficit plus total interest 
charged to profit and loss account (less interest capitalised) 

171 



Audit Report (Co,mmercial) for the year ended 31 March 2007 
BMM €....,., Mfti)Mi!§@•dfi'!51••NUHW04+a-E" ei?i@fif+ffiP!ri 1%&"·" 'ihd•1 briW Pf5 !WI 

~~~~r-\ -~~, Himach3I Prade51l Financial "/h~~ '• 
e6J:l>&!~tio~I·~ .: .. ,.~·: ·;:;J>t:;lr'· · ·. ~~; .· r .~ 

I" - l~ ... .· 
l;"i:; '. ;:~.. '~·····., ·~~; .·.·· ::fi• :.,",';'' • ;;::: ,,,~ 

.. 

}>ar~i~qlarsii' ,-:~·;~~~~'' ·-.,~.~ ·i:lflr•:.•: .:2oo4~os. ,;;, ,, 2oos-o6, p.zoo6-07. .. : l•t '.~: '' ,. r·i.:(i!· .. · :\.!1 • :.i!i~ • , . ;'t-··. ·~i-: ·•*~~i~'·•<•i!•·· "(ii:' ,;(P~ovisioiial)'i 

1 Incornle 
I 

18.05 18.70 15.48 (a) Interest on Loans 
(b) Ot~er income 0.62 0.24 0.27 

•:. ··~· -T~iai:il ;. ::•,, J;,c:;-;;·7 
··'~{£ :~-: 18.67~; I"'' -~~-1R94'' :'·' 1si1s ;: ~-c..- '01\ •.;:. 1'':' ""'":? " '7~~ .· .... 

!2 I Expem_es 
I' 

(a) Inty);"eston long-term and 13.32 15.12 14.51 

: 

short -t
1

erm;J'oans 

(b) Other expenses 7.85 9.86 13.91 
I 

(c}Prclvision for non-performing 2.24 - -

! 
assets I 

I' ~f_,:' ~.24!:~ . '·····~.' :' ;~:!1,'; • ' .. .. 'i.;,.: .. ~~;· 
.. ·. . . 

.>£· .. ;i_24;~§. ,j; 28.42 1~. . 23.41f.' i· ,., ' -,'','J(,;)k,~ Y"'f, >1 " ,', 

' I 
3. Profit~+)lloss (-)before tax (1-2) (-)4.74 (-)6.04 (-)12.67 

4 
I 

Provision for tax - - -
I 

I 

Profit~+ )!Loss(-) after tax (3-4) ' (-)4.74 (-)6.04 (-)12.67 

'5 Other ~ppropriations (specia] - - -
reserv~ for the purpose of Section 
36 (I) :(viii) of the Income Tax 
Act, 1961 and general reserve) 

I 

6 Amouht available for dividend - - -
I I 

7 Divid~nd paid/payable - - -
' 

Total tetum on Capital 8 8.58 9.08 1.84 
I emplo~ed@ 

9 Percedtage of return on Capital 4.61 4.38 0.83 
: I 

employed = 
' 

I 

' 

' 
'I 

@ I 
Total return on capital employed represents profit (+)/loss (-) after tax and provision for 
non-pelforming assets, plus interest on long-term and short-term loans 

I 
I 
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Annexurem VI 

(Refer paragraph 1.12) . 

Statement showing operational performance of Statutory corporations 

Installed capacity (MW) 

(a) Thermal 

(b) Hydro 329.20 328.95 466.95 

(c) Gas 

(d) Other (Diesel and Micro 0.13 0.13 0.13 
Hydel) 

Normal maximum demand 671.00 768.00 611.00 

Power generated: (MKWH) 

(a) Thermal 

(b) Hydro 1295.41 1332.37 1432.37 

(c) Gas 

(d) Other 

0jf1~9~:4t ·' ,;,1i~~~~;37.· 
,,, ·7·~·if,·c..-y/·,, 

1432::37 
;_o;• ·"'··' 

Less: Auxiliary consumption 

(a) Thermal 
(Percentage) 

(b) Hydro 4.30 5.02 6.08 
(Percentage) (0.33) (0.38) (0.42) 

(c) Gas 
(Percentage) 
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-
Net power generated 129 1.11 1327.35 1426.29 

Power purchased: 4763.53 4918.95 5056.95 

Total power available for sale 6054.64* 6246.30* 6483.24. 

Power sold: 5062.67 529 1.22 5555.70 

Transmission and distribution 99 1.97** 955.08** 887.07 •• 
losses 

Load factor (Percentage) 45.20 46.24 42.55 

Percentage of transmission and 16.38 15.29 13.77 
distribution losses to total power 
available for sale 

Number of villages/town 16897 16915 17 169 
electrified 

Number of pump sets/wells 9 196 100 10 11659 
energi. ed 

Numbe r of sub-stations 1693 1 18255 183 19 
(distribution) 

Transmission/distribution lines 
(in Kms) 

(a) High/medium voltage 26638.00 280 12. 17 25678. 14 

(b) Low voltage 492 13.00 50435.09 48350.66 

Connected load (in MW) 3249.09 3531.30 2948.33 

Number of consumers 17 108 18 1755751 1799263 

Number of employees 31365 3 1204 25969 

Consumer/employees ratio 55: I 56: 1 69: 1 

Total expendi ture on staff during 372.9 1 412.76 471.69 
the year (Rs. in crore) 

Percentage of expendi ture on staff 27.63 23.59 26.43 
to total revenue expenditure 

Sale and purchase of power include 449.52 MUs (2004-05). 306.72 MUs (2005-06) and 
562.30 MUs (2006-07) which actually was neither purchased nor sold but \\'liS wheeled 
through HPSEB transmission system 

Transmission and Distribution losses worked out to 17.70 per cell/ (2004-05 ). 18.05 per 
cetll (2005-06) and 14.98 per ce/11 (2006-07) instead of 16.38 per cent. 15.29 per cent 
and 13.77 per cent. if the fUJII'er wheded 011 the Board 's nostem is elduded from sale 
and purch{/.\e of power 
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Units sold MKWH I 

(a) Agriculture 25.27 24.73 26.40 
I 

(Percentage share to total units (0.55) (0.47) (0.48) 
sold) i 

! 

(b) Industrial 1762.37 2284.41 2878.4o 
(Percentage share to total units (38.20) (43.17) (51l81) 
sold) I 

I 

(c) Commercial 224.00 218.23 225.80 
I 

(Percentage share to total units (4.86) (4.12) (4~06) 

sold) 
! 
I. 
I 

(d) Domestic 809;79 866.59 94~.30 
(Percentage share to total units (17.55) (16.38) (17~07) 

sold) I 

(e) Others 1791.72 1897.26 1476.81 
I 

(Percentage share to total units (38.84) (35.86) (26i58) 
sold) ! 

I 
~~---···-:~] 
I'· ,. I 

·· · . . ~~ :,:;,•:'r4§';;:s'- . , .. ·· ,,~.- J'~' TQtaf.,'r.. . "'' . _ . .le;, ~~:f -~~'6i3ti5' ~~yi ~:~r~29:L~~i --~y~55~i1f 
(Paise per KWH) 

I 

I 

(a) Revenue 259.00 335.00 370.00 
(excluding subsidy from 

I 
i 

Government) I 
! 

(b) Expenditure * 267.00 331.00 369.oo 

(c) Profit(+ )!Loss (-) (-)08.00 (+)04.00 <+n.oo 
(d) Average subsidy claimed from - - I -
Government (in Rupees) 

(e) Average interest charges 24.79 23.02 24.88 
,.2'·-·t~' '':'ijfin~cliai J{()lid~ran~rJ?(itatiqp~: ·· ·:::r· ' ''~::i:~;"''~~;r,·· · ~::i:' · .,,:;';~~'':'~r.· 

,;i~ih ~~~nifrnc:Uf~fsi~l~~i' rr:;.,} , . ,, -,: ";~, : iq~~;Q~;; Jf,,, ?ooa~n~'- .. :rr'i(jos;;o6:, 
Average number of vehicles held 1718 1652 1645 

Average number of vehicles on 1696 1678 1627 
road 

Percentage of utilisation of vehicles 99 98 99 

Number of employees 8394 7973 7628 

Employee vehicle ratio 5:1 5:1 5:1 

Number of routes operated at the 1767 1824 1829 
end of the year 

Route kilometres (in lakh) 2.11 2.11 2.14 

Kilometres operated (in lakh) 

(a) Gross 1433.61 1421.341 1495.14 

* Revenue expenditure includes depreciation but excludes interest on long-term loans 
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(b)IEffective 1410.29 1396.88 1470.42 

(c)IDead 23.32 24.46 24.72 

Peicentage of dead kilometers 1.63 1.72 1.65 
to kross kilometres 

A vfrage kilometres covered per 231 240 252 
bus per day 

I 

A I . 1663 1744 1756 verage operatmg revenue per 
kil6metre (Paise) 

I 

I I • • norease m average operatmg 
re~enue per kilometre over (-)3 81 12 
previous year income (Paise) 

I - {(-)0.18} (4.87) (0.69) 
(p~r cent) 

A ~erage expenditure per 1855 1972 2020 
kilometre (Paise) 

I 

I I • • 
m~rease m operat1ng 
ex~enditure per Km over (-)21 117 48 
previous years expenditure 
(PJise) 

I {(-)1.12} (6.31) (2.43) 
(p~r cent) 

PrJfit (+)/Loss (-) per kilometer (-)192 (-)228 (-)48 
(PJise) 

I 

NJmber of operating depots 23 23 23 
I 

I . 
0.03 0.03 0.02 A ~erage number of break-down 

pe~ lakh kilometres 

A ~erage number of accidents 0.12 0.10 0.08 
pe~ lakh kilometres 

Pa~senger kilometres operated 648.73 642.56 676.39 
(inlcrore) 

Ocpupancy ratio (percentage) 50 51 51 
I 

Kilometres obtained per litre of: 

(a)[ Diesel Oil 3.63 3.64 3.60 

(b): Engine Oil 1408 1425 1600 .. 
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Applications 
pending at the 
beginning of the 
year 

Applications 
received 

Applications 
sanctioned 

Applications 
cancelled/with-
drawn/rejectedlre-
duced 

Applications 
pending at the close 
of the year 

Loans disbursed 

Loans outstanding at 
the close of the year 

Amount overdue for 
recovery at the close 
of the year 

(a) Principal 

(b) Interest 

Percentage default 
to total loans 
outstanding 

13 7.29 

179 217.83 

99 95.52 

69 69.56 

24 43.21 

45.37 

172.98 

28.37 

55.82 

48.67 
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24 43.21 33 33.60 

130 193.44 93 109.94 

0143.54 
;:~ :~ ,; .,, 

52 45.51 43 41.95 

69 149.99 72 92.13 

33 33.60 11 9.46 

36.19 41.45 

185.05 190.08 

24.59 20.59 

36.93 37.85 

33.25 30.74 



Audit Report (Cqmmercial) for the year e~Jded 31 March 2007 
. IM!W ._...db*E§iM l N&Jiiii+ii!f+i!"'iJ·riN W*ii§Mi ••tMiiifii!iiiiW@fti#!fiW fii-4M€M iii!if'riji!!l!fi.W iif!WFI 

Annexure-VII 

(Refer paragraph 1.28) . 

Statement sh:owing resll!me of majoJr Jrecommellldations/comments made by 
Statutory Arldlitors on possible improvement in the internal audit/internal , I 
control system , I 

,:~';;~·, 

No. 
' 

L 

2. 

' 
3. 

4. 

;;. 
I 

Himachal Pradesh State 
· Forest j Corporation 
(2002-03) 

Himachal Pradesh 
Horticultural Produce 
Marketi~g and 
Processi~g Corporation 
Limited (2005-06) 

Himachal Pradesh Agm 
Industri~s Corporatnon 
Limited (2005-06) 

Himachal Pradesh State 
Electroilics and 

I Development 
Corpodtion Limited 

I 

(2005-06) 

I 
Himachal Pradesh State 
Handic~alfts andl 
Handloom Corporatiollll. 
Limited! 

I 
(2005-06 andl 2006-07) 

(a) Internal control with regard to purchase of timber 
from Government and private parties needs to be 
strengthened. 
(b) There was no system of obtaining balance 
confirmation from the debtors. 
(c) There was no system of monitoring claims with 
outside parties. 
(d) The fixed assets register was not maintained 
properly. 

(a) There was no system of monitoring timely 
recovery of outstanding dues. 
(b) There was no system of obtaining balance 
confirmation from the debtors. 
(c) The fixed assets register was not maintained 
properly. 
(d) The Company has not prescribed maximum and 
minimum limits of stores and spares and economic 
order quantity for procurement of stores. 
(e) Internal audit system was not commensurate with 
the size and nature of business. 
a) There was no system of timely monitoring of 
outstanding dues. 
(b) There was no system of obtaining balance 
confirmation from debtors. 
( c ) No norms have been fixed for stora e losses. 
(a) Property and assets register was not maintained. 
(b) There was no system of obtaining balance from 
debtors. 
(c) No maximum and minimum limit of inventory was 
fixed. 
(d) Internal Audit reports were submitted after 4-5 
months after the close of financial ear. 
(a) There was no system of obtaining balance 

confirmation from debtors. 
(b) The fixed assets register has not been maintained 
in most of the units. 
(c) Internal audit is conducted at the end of the year 
which defeats the very purpose of the internal audit. 
(d) No maximum, minimum and economic order 

quantity level of stores and spares was fixed. 
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6. 

7. 

8. 

9. 

Himachal Pradesh 
Minorities Finance and 
Development 
Corporation 
2005-06 

Himachal Pradesh 
Tourism Development 
Corporation Limited 
(2005-06) 

Himachal Pradesh State 
Civil Supplies 
Corporation Limited 
(2005-06 and 2006-07) 

Himachal Pradesh 
Mahila Vikas 
Nigam(2005-06) 

Annexures 

(a) The fixed assets register has not been maintained. 
(b) The system of monitoring and recovery of 
outstanding loans was not adequate. 
(c) There was no system of obtaining conlmnation 
from the parties. 

(a) The fixed assets register was not maintained 
properly. 
(b) Internal audit coverage and scope of work needs to 
be enlarged. 
(c) Internal control with regard to purchases of 
provision and repairs of vehicles needs to be 
strengthened. 
(d) There was no system of obtaining balance 
confmnation from the debtors. 
(e) No economic order quality for procurement of 
stores was prescribed. 

(a)There was no system of obtaining balance 
confirmation from debtors. 
(b) The fixed assets register has not been maintained 
properly. 
(c) No maximum, minimum and economic order 
quantity for stores and spares were fixed. 
(d).The scope of internal audit needs to be enlarged 
and strengthened. 

(a) There was no system of obtaining confmnation 
from the debtors. 
(b) The Company has no internal audit system 
(c) There was no system of identifying loans and 
advances. 
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Beas Valley Power I Working I 2004-05 11582.76 I 11582.76 
Corporation Limited· (100) 
(Previously 
Himachal Pradesh Jal· 
Vidynt Vikas Nigam 
Limited) 

2 I Pabbar Valley Power Working 2005-06 

1

1277.85 I 11277.85 
Corporation Limited (100) 

3. I Kinner Kailash Working First 
Power Corporation Accounts 
Limited awaited 

* Figures in brackets indicates percentage 
** . Statement of pre-operative expenditure prepared 

I 

I 

Anll1lexure= VIII 

(Referparagraph 1.31) 

I I 2338.67 I 

I I 1 15oo.oo 

(\ 

~' . {. ~-~) 

~ 
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I I 4321.43 I .. I ** 

I I I 1 2777.85 I I ** I ** 
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~ ~ - ... < ~ 

Financial :Company 
Advisor Secretary 

·- .. 

AlllllllleXllllJt"ec ll:X 

1 

(Refelt" paraglt"aplht 2.1.1) 

ORGANliSATIONAt CJHIA.RT 

-- < < ... 

Boanl of Dnlt"edolt" 
t~ .. 

Clhtalirm:am 
- . ~ - .. • < 

~ .. -~~ -
Vke Clhtanlt"malDl ... .. 

~ ... ·- -~ 

MaHllaglilDlg Dn~edoll" 
~ .. "' .. 

~ ··- . <. .... 

Director 
(Projects & 
Development) .. ... . (" ... 

!I 
u, --' 

General Director 
Manager (North), 
R & T Factory, Dharamsala 
Nahan ... .. .. . 

~ ~l -. 
General -FWD 

Manager 
' 

Dharam-
R & T Factory, sal a 
B~laspur . . .. 

~ - .. .. 

FWD 
- Mandi 

~ 
, FWD 

Sunder-
nagar ' 

~ 
FWD Kullu 

--

~ ··- --
FWD 
Chamba -. 

~ -
FWD 
Fatehpur 

~ 
FWD Una 

tl 
FWD 

, . ~ar:IDrpur 
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.. 

Executive Direcotr 

. .. 

~ ~ 
Director, Director 
(South), (Marketing), 
Shimla Shimla 

~ ~ --
FWD HSDManta-
Shimla ruwala 

! ~ 
FWD HSD Baddi 

. Sawra 
·-·-

~ Ji 
FWD HSD Nurpur 
Chopal 

~ Jj 

~=ur HSD 
Dhanotu 

~ ~ .. . -

FWD HSD 
· Solan Bhadroya 

--

~ 
FWD 
Nahan 
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Annexure-X 

(Refer paragraph 2.1.9) 

W ~rking resunts of timber extraction wo:rks 
I (Rupees fum Iakh) I 

Year:J ..... ,. 
.2001~02;.;. :. . 2002~031' ~. 2003;.04,:~" 2004~05. 

. ..... _ . 
2005m06,;,, • 

_._.. ,. f' '''·i•··-- ' ·;· . '"''"'"' ; 

; .-, __ ,,, ... (P~ovisidrlal) - (Provisional) (P~ovisiohlll)> 
:Expeiidlihrre • L f ,:)' ' ,. -•. t>. ., . ; ....... ''\ ... , . . ~ ..•.. .-., .. ·· :· "'. : .•. ,-;,.',;, 
I. Direct Expenditure I 
Royalty & Sales Tax I 3273.76 5344.55 2346.58 4353.25 5227.82 
Extractiqn, carriage & 

I 
2594.17 2945.08 2680.11 2809.37 3183.09 

Transportation 
_sub Total . ;.::,r: .. " -.- 5867:93• . :. 8289.63. . .5026.69 7162.62 .8410~91 
II. Indir~ct Expenditure I 
Employ~es remuneration' 2576.81 2752.55 2908.68 3251.32 3381.10 
Administration expenses! 548.93 510.44 986.10 500.45 631.13 
Trade di~count I 359.67 377.20 427.50 423.02 386.87 
Interest : I 108.63 247.82 407.16 184.84 194.82 
DeJJrechhion I 45.68 43.71 49.42 44.33 43.22 
Sub total"ll "'·:"":'·f'"'" 3639.72' 3931•72 

•' .. 
4778.:86 . 4403.96 .463.7.14 

Ill Incr~ase (+)/Decrease( c 

) in stock I 
(+)90.90 (-)175.66 (+)2342.78 (-)389.46 (-)1566.16 

Otherexpenses ·• · ·'!• . ·•. .. ·~.; .. ' ' ;_ ;•); ; ·- < .:\·'•· "' ", -' '•''f'.ii''• 

Cost of production 
I 

9598.55 12045.69 12148.33 11177.12 11481.89 
(I+II+ill) 
Side .• ·11- · .,:,··j_:_:·. --9132;60 ' - ·-.9640;02 , .. ·•10528i25 11025.42 10543'.76 
Loss' : i''" . ,,,;;IL ' . ~-·465.95 .. 2405:67 .ct620.08. .151.70 938.12--
Percentage by which cdst 5.10 24.96 15.39 1.38 8.90 
of prodtiction was highe~ 
than sales I 

_. Profit~+liLoss( ") o~ t.h:~/ ; ,.- (+)20:87 c:p:9~o;34 :' .. (~)1!41:63 (;)1t9~91 H~7~2 
Comparijas a whol!e .~ .· -::,.:;;;:~,~·~ 1•: 

(, .. · .. ;;.: - ~ :~;;i'_· • ..._._ ''·-- ''J':--' _.. I· ''> "' ' '- " 

I 

I 

' 

' 
I 

• I 

' 

' 

! 
I 
I 
i 

I 

' 
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Annexures 
rld!M!ft 

Allllimexm"e~XI 

(Refer pall"agraph 2.2.1) 

ORGANJI§A 'flO NAIL CHART 
-

BoaJr«ll of DiJredo!l"s 
. - . 

I 
Cltmili"mal!ll .. 

~ 
-. . _M~llllagillllg)DJiJI"edl[])~ -

~ - ·-
Gel!llerall l\1[~mager --

~ -·· -r--• .. -
t~ - ~ ~ ~ . -- f - -·- ~ 

. --~ 

, .. 
Dy. General 'Dy. Dy. Dy. General Dy. Chief . Production 

.Manager · General ' General Manager General Accounts :Manager 
' Manager Manager (Dharam- ,. Manager Officer (Commercial) 

(Parwa-noo sala) (Jachh) (Shimla) ' (Shimla) 
atShimla i 

. - - ---
-~ tl ~ [~ Jt ~ -- .. ... - .. 

B.O. Shimla B.M. Feed Unit, B.O. HIMA- Pesticides 
Mandi · Parwa-noo Dharam-sala , grico, Plant, 

Jachh : Parwanoo ... - -·-~ 

J ~j .. ~ ... ~ . .. ~ .. - - . 
B.M.Rampur B.M. · Branch I· B.M. Retail Feed Unit, 

Kullu lncharge, outlet, Jachh 
i ' Parwa-noo Maranda 

. ··- - ... 

11 [~ ~ ~ ~ .. 
. Brach · Branch B.M. Branch ' Honey 
.. 

· Incharge, . Incharge, Solan Incharge, Plant, 
Kumarsain Bilaspur Maranda Kandrori .. 

J ~ ~ ~ . .. . ·-· - . 
Branch : Branch B.M. Jawala- B.M. 
Incharge, · Incharge, mukhi Jachhh 
Roahroo Nalagarh 

i ~ ~-
Branch Branch B.M. 

· . Incharge, Incharge, Chamba 
Paonta Nagrota 

~ 
. B.M. 

Hamirpur 

I 
Branch 
In charge, 

· Amb 
' 

~ 
Branch 

, Incharge, 
Una 
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Annexure-XU 

(R.eft'er paragraph 2.2.11) 

Statement showing finandan position of the Company for the last five years endl.ling 2006-07 

..... 

... , ..... ;,.· " 

(a) 

(b) 
(c) 
(d) 

,_.·.,., 
?i 

(a) 
(b) 
(c) 
(d) 
(e) 
(f) 

(g) 

',i:'f'' 

(a) 
(b) 
(c) 

# 

* 

** 

*** 

I 

~ 

' 
i (Rupees in crore ) 

.. ··,::i ·• ·::.·-.;! ... •;.' 2002~03 ·2oo3:o4···· ..2004~05" 2005~06 1 '2006-07': 
;:' .. ':, '·Jl::,:: :''· -· ,,, ~·;-;It}' ..... '' I' ; '. ;);!J! '< OProvfsion~l) ''• 

.. ,_ , .. ,.,,~~·-Liabilities'·t ,;-; ~~~ i 
_,,. :''-'*":'':''' ·': ', '·:• '·i~; ,.!; ' · .... ,;::,. .'/:~ 

Paid up capital (including 11.80 11.80 11.80 11.80 11.80 
shaie application mbney 
Resei-ve and surplus 0068 0077 0078 Oo73 0068 
Borrowings I 3019 3o23 3017 3o24 3089 
Trade dues and other 15073 18035 20003 26037 19o09 
curr~nt liabilities arld 
provisionl I 
,, ,i,:i Total.·. i 

I · ;;; 3Jl.410 .: .• :.34.15 
' . . . 

42.14 35.461 ' .i:n['·,:., .·· .. ·, . .. ~5.78. 
•. •' :.:; : .-.. Assets. .,, f''·· .' ,·; · .. --:~-.'·'•' '' :_-.... ~hiJ',,:~ " •' .. .,;: .. _.:.::,-. .,_·, 

' --~ .. .,. 'i .. , 
Gross block I 4.37 4o64 4061 4.59 4060 
Less I depreciation I 2094 3o05 3014 3023 3036 
Net fixed assets I 1.43 1.59 1.47 1.36 1.24 
Capital work-in-progress 0020 0001 - - -
Investments I 7.46 7.46 7.44 7.44 7.45 
Current assets, lom:l.s and 17065 20028 20076 25027 17.48 
adv~nces I 
Intangible assets: Oo05 0010 0006 0007 0004 
(i) ~iscellaneous 
expenditure 
(ii) Accumulated l~ss 4061 4071 6005 8000 9.25 
' .. ~,t' ; Total*t•·l~- ·, . ;;'iii -'31.40 ,• •34.15 I''· .. ·'35.78 . .. 42.14 ·'·' 35.46i: '~ -· <,y, 

' !Working capital* 1.92 1.93 0073 (-)1.10 (-)1.61 
~apital em~loy~d** 3o55 3.53 2020 Oo26 (-)0037 

I Net worth**! 7082 7076 6.47 4.46 3019 
' 
I 

I 

'i 

' 

Gran~ and subsidies /at Rs.30.38 lakh (Rso22.38 lakh in 2002-03 and Rs08000 lakh in 2003-04) have 
been 1shown under trade dues and other current liabilities 

~ ~ 0 0 1 I z d d 0 or ,mg capita represents current assets, oans an a vances mmus trade dues and other current 
liabi~ities and provisions 

Capital employed reJesents net fixed assets (including capital work-in-progress) plus working capital 

Net ~orth represents/paid -up capital plus reserve less intangible assets 
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Annexure -XIII 

(Refer paragraph 2.2.14) 

Annexures 

Statement showing the working results of the Company for the last five years ending 2006-07 

(R upees m crore 

2002-03 2003-04 2004-05 2005-06 2006-07 
(Provisional) 

A- Income 

(i) Sale 19. 12 17.75 16.58 2 1.06 24.94 

( i i) Interest 0.29 0.22 0.23 0.25 0.14 

(iii ) Rent 0. 16 0.20 0.23 0.22 0.2 1 

(iv) Other revenues 1.99 2.86 1.31 1.7 1 1.83 

(v) Accrention (+) (-)0.3 1 (-)0. 12 (+)0.24 (-)0.24 (+)0.29 
Decretion (-) in stock 

Total-A 21.25 20.91 18.59 23.00 27.41 

B- Expenditure 

( i) Raw material 16.32 15.09 14.28 18.66 23.50 
consumed (including 
trading) 

( i i) Other expenses 1.5 1 1.39 1.01 1.02 0.10 

(iii ) Establishment and 3.43 4.00 4.14 4.83 4.59 
admini strati ve expenses 

(iv) Finance charges 0.28 0.27 0.27 0.28 0.30 

(v) Selling and distribution 0.13 0.26 0 .23 0. 16 0.1 8 
expenses 

Total-B 21.67 21.01 19.93 24.95 28.67 

Profit (+)/Loss (-) (-)0.42 (-)0.10 (-)1.34 (-)1.95 (-) 1.26 

Less grant • 0.03 0.08 0.15 - -

Operating loss (-) (-)0.45 (-)0 .18 (-) 1.34 (-)2. 10 (-) 1.26 

Total operating loss during the five years: 5.33 

• Represents grant received ji'om the State Government for voluntary retirement scheme 
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Annexure -XliV 

·(Refer paragraph 2.2.19) 

s¥ .-QE51!••Pn+@.lkM 

Statement sho~ng the installed capacity, achnal production there against, percentage nillisation 
of installed capacity of Implebents factory and targeted and actual sales during the Hast five 
years 

• Particulars 
1 

I ~:·. ..~. ' • • ..•• · '•~·: ·.~··. • 

. 2004-05 ... . . 2005-06.:· • 2006~07 ~· 
· · . ,, .. .:sr: •. •; . '(ProviSional)': 

525 Installed capacity/single shift I 
(MT) . i 

525 525 525 525 

Actual productioA (MT) 169.125 100.735 48.107 38.683 37.444 

Percentage utilis~tion 32.21 19.19 9.16 7.37 7.13 

Sales (Rupees hn lakHn) 

Target 90.00 90.00 90.00 90.00 50.00 

40.93 29.44 Actual (including transfer to 
own units) . : 

53.97 18.81 26.64 

Short fall 1 36.03 49.07 60.56 71.19 23.36 

Percentage of sh~rtfall 40.03 54.52 67.29 79.10 46.72 

Sales to: 

Govt department~ 21.60 7.64 1.96 1.51 3.56 

Private 2.43 4.72 1.31 2.28 1.61 

Transfer to trading units 29.94 28.57 26.17 15.02 21.47 

Expenditure on · i 

Pay and allowanc.es 9.77 16.07 15.71 13.23 16.26 

Other (Rev. expenditure) I 7.63 6.84 . 5.83 4.98 6.11 
'fotalloss ofthe·~nit · ·. ·~· •·. I· :: . 16:45 ·· '35.29 

I 

' 

i 

-
' 

.I 

i 

I 

I 

I 

I 

I 

', 

• I 

I 

I 

I 
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Annexure-XV 

(Refer paragraph 2.2.21) 

Annexures 
"*' ?SPMWFi»hP* 

Statement showing the installed capacity, utilisation of capacity and performance of Honey 
Processing Plant 

I' A •• ~ ·· ' •• •• :·~~~c,,; . ·~····· ~ ;,;,= .. '2oo3:~4~'·'~ ·. ~oo4~o5~. <:2oos-o6'1; ~ 2oo6"ot ·' 
I· r ' r~ · .•. ,.··· •l '· 'r J'i. ;'•'· r< •r ,' .. ~:~': ; r ):~~·~·.]'~; .. ' .,: ·,, r :tJ:c~·:! '.:::~. ~ .t~iiilf·: .. , ·r :•;~;: ;(~,r~visi~~:il{ 

Installed capacity (Kgs) 120000 120000 120000 120000 120000 

Projected utilisation as per revised 96000 96000 96000 96000 96000 
TEFR* 

Sales (Rupees in lakh) 

Percentage of process loss as per 
revised Project Report 

Profit (+)!Loss (-) (Rupees in lakh) 

Production (Kgs) 

Sales (Rupees in lakh) 

Process loss (Kgs) 

Percentage of process loss 

Profit (+)/Loss (-) 
(Rupees in lakh) 

Against projected in the TEFR 

Against projected production 

Against installed capacity 

Shortfall in sales 

(Rupees in lakh) 

* 

17800 

26.25 

10 

(-) 13.75 
. , r •;':;·,i 

2047 

1.79 

215 

9.50 

(-) 11.91 

0:r"~t: 
2.13 

11.50 

1.71 

24.46 

Techno Economic Feasibility Report 

17800 17800 

26.25 26.00 

10 10 

(-) 13.75 (-) 13.75 
'·· .. . '':''"' i~;;:,. , r : ' ; ·!~;l~: 

1568 1869 

2.29 2.04 

77 199 

4.68 9.62 

(-)7.39 (-) 3.81 

1''.'~. ,~ .. · '" '' ·irJ:c :t~ , (c';i 'Tjc~.{;; 

1.63 1.95 

8.81 10.50 

1.31 1.56 

23.96 23.96 
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5600 8600 

8.50 13.50 

10 10 

(-) 4.95 (-)12.69 
13' ·. i ;:,,,·;~. 1"'•':·· ' .. ; 

3687 6488 

3.45 5.59 

315 414 

7.87 6.00 

(-)7.23 (-) 16.00 

H· •. ; . \y.;:'t 1:~, F¥· ·. . ·: 
.· 

3.84 6.76 

65.84 75.44 

3.07 5.41 

5.05 7.91 
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Annexure-XVII 
(Refer paragraph 3.1.15) 

Anuexures 

Statement showing the details of percentage of energy sold to revenue assessed and positive (+)/negative (-) contribution of 
consumers during the period 2002-03 to 2006-07 

2002-03 2003-04 2004-05 2005-06 2006-07 
Description Percentage Positive/ Percentage Positive/ Percentage Positive/ Percentage Positive/ Percentage Positive/ 

of energy negative (-) of energy negative (-) of energy negative of energy negative (-) of energy negative 
sold/revenue contribution sold/revenue contribution sold/revenue (-) contribu- sold/revenue contribut- sold/revenue (-) 
assessed assessed assessed tion assessed ion assessed contrib-

uti on 
Domestic 27.97114.79 (-) 13.18 28.22/14.60 (-) 13.62 27.4 1 I 14.26 (-) 13. 15 24.28115.90 (-)8.38 2 1.79116.28 (-)5.5 1 
N.D.N.C. 0.45/0.56 0. 11 0.55/0.6 1 0.06 0.69/1.04 0.35 1.3 1/2.42 1.1 I 1.51/2.54 1.03 
Commercial 7.42/10.77 3.35 7.58/10.73 3.15 7.58/11. 17 3.59 6.12/9.37 3.25 5. 19/8.44 3.25 
Bulk supply 5.22/5.61 0.39 1.27/1.35 0.08 3.33/3.9 1 0.58 2.97/2.99 0.02 2.93/3.08 0. 15 
Govt. 0.78/0.91 0.13 0.71/0.67 (- )0.04 0.86/0.89 0.03 0.69/1.02 0.33 8.07/8.23 0. 16 
irrigation and 
water :,upply 
scheme 
Public lighting 0.38/1.0 I 0.63 0.37/0.51 0. 14 0.37/0.5 1 0. 14 0.33/0.39 0.06 0.26/0.36 0. 10 
Others (SM, 57.78/66.35 8.57 58.30/68.53 10.23 59.76/68.22 8.46 64.30/67.9 1 3.6 1 60.25/61.07 0.82 
MS & LS) 

--
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Sr. I Name of sub-
No. division 

I I Parwanoo, Kala 
Amb. Paonta, 
Daulakuan, 
Barotiwala 

2 Kala Amb 

I Amount 
(Rupees in 

l lakh) 
37.72 

44.53 

Annexure-XVIII 

(Refer paragraph 3.1.19) 

Detail showing non-recovery of peak load exemption/violation charges 

Remarks 

In case of eight consumers, the e nergy consumption during peaJ... hours was much higher than the permissible limit based on 

tota l sanctio ned load du ri ng Nov. 2004 to August 2006. Actio n to detect the vio lation on the basis of the load survey from meter 

reading instrument was not taken. This resulted in non-recovery o f Rs.37.72 lakh. 

The Government stated (August 2007) that in one out of eight cases correct bi lls were raised to the consumer. In seven cases. 

the peak load consumption was wi thin the peak load allowed. As such, no violation charges were recoverable. The reply is not 

tenable as no justification for consumption higher than the permi!>sible limit based on tota l peak hours during the month had 

been furn ished . 

A consumer (Ruchira Paper Mills) was allowed (January 2005) peak load exemption for addit ional 800 KW load during July 

2005 to August 2006 which was physica ll y not found connected with the system. This resulted in non-recovery of Rs.44 .53 

lakh on account o f peak load violation charges. 

The Government stated (August 2007) that the additional 800 KW load to be used during peak hours did not relate to additiona l 

800 KW load which was sanctioned in September 2006. The reply is not acceptable as the documents collected from CE 

(Comm) revealed that during December 2004. the consumer himself had disc losed the connected load of 4800 KW against the 

sanctioned load of 4000 KW. This clearly indicated that the consumer was unauthorisedly using the power till September 2006 

when it was actually ~anctioned in his favour b) the Board. 
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KalaAmb, 
Nalagarh 

Satuan 

Solan No-1, 
Barotiwala 

38.91 

24.35 

195.33 

. I 

Annexures 

The Board sanctioned peak load exemption to five industrial consumers with retrospective effect date in April and May 2005 

just to regularise the load unauthorisedly drawn by these consumers during peak hours. This resulted in revenue loss of 

Rs.38.91lakh. 

The Government stated (August 2007) that the sanction was allowed by the competent authority. The reply is not tenable as the 

sanction with retrospective effect were given just to regularize the violations for peak hours for which there was no provision in 

the rules. 

Consequent upon the revision of minimum power factor from 0.85 to 0.90, the Chief Engineer (Comm.) revised (May 1996) 

peak load hours exemption from 3.4 MW to 3.6 MW (4 MVA) in favour of CCI. Rajban. Instead of recovering demand charges 

on 4000 KV A, the Board recovered the same on 3778 KV A (i.e. 3400 KW) which resulted in undercharging of Rs.24.35 lakh 

during May 1996 to June 2004. 

The Government stated (August 2007) that the amount of Rs.19 .53 lakh would be recovered from the consumers after observing 

codal formalities. 

In six cases, the consumers were found using power during peak hours. Since the energy meters installed on their premises were 

not compatible with meter reading instruments (MRI), they should have been charged at specified rates for 50 per cent 

consumption. In three cases, the meters were compatible with MRI but action to retrieve that data was not taken. The 

consumers were billed for violation on average basis instead of 50 per cent of the consumption. This resulted in revenue loss of 

Rs.195.33lakh during April2005 to December 2006. 

The Government stated (August 2007) that in most of the cases the meters had been replaced and on the basis of MRI data, 25 

per cent of the total consumptions was being charged from the consumers. The reply is not tenable as tariff provides for levy of 

violation at the rate 50 per cent of total energy consumption in cases where meters were not compatible to record peak load 

consumption instead of 25 per cent being charged by the Board. 
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6 Paont.a, Damtal. I 83.28 
Dhaula.kuan, 
Solan No- 1, 
Nalagarh 

Total: 424.12 

In 17 cases. the consumers who had drawn power in excess of the restricted load without sanction and during peak load hours in 

anticipation of ~anction of load were not billed for \ iolationlinfringement. In Dhaulakuan sub-division. a consumer premises 

was reconnected after a gap of eight month~ of permanent disconnection order but he was un-amhorisedly allowed to draw 

power during peak hours on the basi~ of old sanction. Action to recover the peak load violation charges was not taken by the 

Central billing celllfield units. This resulted in non-recovery of Rs.83.28 lakh. 

The Government stated (August 2007) that accounts of consumers had been overhauled and the amount stand. recovered. In the 

case of BCC Fuba, the case is sub-judice in respect of Chambal Agro. peak load sanction was available and the premises of Him 

Nee I Breweries was reconnected after observing all codal formalities. The reply is not tenable as no detail s of amount recovered 

after overhau ling the accounts were furnished to audit. Further as regards Him Neel, the reconnection was done after a period of 

e ight months. As such it should have been treated as new connection. 
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Allllllllex11.llre-X:Q:X 

(Refer J!»aragraplln 3.:ll..2:ll.) 

Detan showlillllg llllOilll=lbmi.llll.g of colllls11.llmers for colllls11llmptiiollll recorded at tllne s11.lllb-statiol!l!.s 

Nahan 38.66 

C. C.!. Raj ban and Malwa Cotton 

cases under Nahan circle, the orders of the Board to raise bills on the basis of energy consumption 
recorded at the sub-station were not implemented. In these cases, there was a total variation of 63.50 lakh 
units between the units recorded by the meter at the sub-station and meter installed at the consumers' premises 
resulting in short billing ofRs.l.62 crore during October 2002 to September 2006. 

The Government stated (August 2007) that the readings were being regularly compared with reading of 
sub-station and higher consumption was taken into account. The condition is applicable to the consumers after 
1.4.2003. No extra charges were recoverable from these consumers as these were connected well before 
1.4.2003. The reply is not tenable as there can not be different procedure for those who have been connected 
after 1.4.03 and for those connected before 1.04.2003. Moreover, Audit has noticed that in Kala Amb sub­
division under the same circle, the consumers were being billed on the basis of higher consumptions 
irrespective of oeriod of release of connection to the consumers. 

In Kala Amb sub-division, due to defective current transformer installed at consumer premises (Pashupati 
Spinning Mills) during September 2004 to June 2005, the billing was done on the basis of energy consumption 
recorded in Kwh at 132/33111 KV sub-station at Kala Amb. In order to implement the Kvah based tariff, the 
energy recorded in Kwh was converted into Kvah by applying the power factor of .98 against the actual power 
factor of 0.89 to 0.92 of the sub-station. This resulted in under billing of 17.42lakh Kvah valued at Rs.3S.66 
lakh. 

The Government stated (August 2007) that the power factor of sub-station which was low could not be taken 
as power factor of consumer premises as various inductive loads were also fed from the sub-station. The 
reply is not tenable as the billing of the consumer was being done from the sub-station. As such, the Kvah 

· should have been calculated bv aoolving the oower factor of sub-station. 
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3 Solan and Una 84.64 In threes cases under Barotiwala, Amb and Mehatpur sub-stations, huge variation in contract demand recorded I 
through energy meters installed at consumers ' premises and the sub-station during normal and peak hours was I 

noticed. The Board neither investigated the reasons for varia tion nor billed the consumers on the basis of 
demand recorded at the sub-station resulting in short billing of Rs.84.6-t lakh during March 2006 to 
January 2007 . 

The Government stated (August 2007) that in two cases the maximum demand was taken on the basis of MRJ 
data. The Meter records maximum demand if the same persists for more than five minutes whereas the reading 
of Amp meter at the sub-station is taken instantly. Moreover the consumer had installed induction furnace 
which takes load with jerk shooting up the needle of Amp meter at sub-station. 

The reply is not tenable as no copy of load survey to verify the time of start of furnace was produced to Audit 
for verification of factual posit ion and in case of SK Manganese, no reduction in demand had been noticed after 
operation of furnace. 

Total: 285.15 

$ 
S.K. Magnise, Him Alloys and R.M. Minerals 
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Annexure-XX 

(Refer paragraph 3.1.23) 

Detail showing cases where delay/non-issuance of bills in respect of temporary connections resulted in non-recovery of revenue 

Barotiwala 

Barotiwala 

· Barotiwala 

22.90 

24.04 

In five@ temporary cases under Barotiwala sub-division, regular readings were not taken during January 2005 
to August 2006. The energy bills were issued after a gap of 7 to 16 months. In four cases, the bills were issued 
after effecting (November 2005 and August 2006) permanent disconnection orders and recovery of energy 
charges of Rs.51.28 lak:h was still awaited (March 2007). 

Out of 15 temporary connections released in Barotiwala sub-division during January 2004 and November 2006, 
the accounts of three consumers were not found opened in the ledgers. In 13 cases, readings of energy 
consumption were not found recorded. This resulted in non-Fecovery of Rs.22.90 lak:h as per information 
collected by the filed unit at the instance of audit. 

Out of 20 connections released by Barotiwala sub-division during August 2004 to October 2006, the bills for 
demand charges were raised only to five consumers. In remaining 15 cases, though monthly energy 
consumption was recorded, yet no energy bills were raised as the accounts of consumers were not found opened 
in the ledgers. The' delay in billing ranged between 2 and 29 months. This also resulted in non-recovery of 
Rs.24.04 lak:h. 

AIC Number SUR-33, KTC-66, KTC-70, MS-166 and 4HB-1 
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Sr. I Name of 
No. circle 

I I Solan and 
Dalhousie 

2 I Nahan and 
Solan 

• 

Annexure-XXI 

(Refer paragraph 3.1.24) 

Detail showing cases where the Board failed to down load data from Meter Reading Instruments (MRis) 

Amount 
short 
recovered 
(Rupees in 
lakh) 

33.86 

192.45 

Remarks 

In Arki (except in three cases), Nurpur and Damtal sub-divis ions, though the meters compatible for MRI were 
installed (November 2001) yet no efforts were made to download the MRI data/take action on data retrieved in 
Damtal sub-division. The MRl data was down loaded (March 2007) at the instance of audit in case of 20 
industrial/water pumping consumers where L& T and secure make meters were installed. An analytical study 
of data revealed that all these consumers were involved in drawal of power during peak hours without any 
sanction. The recovery on this account worked out to Rs.33.86 lakh. The quantum of loss/unbilled revenue 
during November 200 I to January 2007 cou ld not be worked out in audit due to non-availability of data. 

The Government stated (August 2007) that after downloading data from MRJ recovery of Rs.47.58 lakh had 
been made from the consumers. No details in support of recovery had, however, been furnished . Thus, it was 
not clear as to whether the recovered amounts included the consumers pointed out in the para. 

An analytical study of load survey in respect of three· consumers under Nahan and Solan operation circles 
revealed that proper checks to ascertain the drawl of power in accordance with the sanctioned contract demand 
and infringement, if any, during peak hours were not exercised. In these cases, there was difference of 40 to 7 1 
minutes in actual time and time set in meter watch. The consumers were found us ing power during peak hours 
when load survey was studied wi th actual time on that day. In case of Saboo ]spat under Kala Amb sub-station, 
the consumer had drawn load in excess of sanctioned load in anticipation of sanction for additional load. The 
energy meter installed on his premi se had recorded drawal of power up to 1919 KV A during the period 
September 2004 to December 2004 whereas in load survey, the drawal of power was recorded up to 2585 KVA 
which was indicative of the fact that the maximum demand was reset prior to recordi ng of the readings and load 

Saboo /spat, Black Board Rubber and Jai Jml'ala Alloys 
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3 Una Not­
ascertained 

.< 

survey data was not properly scrutinised. This resulted in short recovery of Rs.l.92 crore. 
The Government stated (August 2007) that Rs.13.43 lakh on account of excess drawal of load during normal 
hours had . been debited to Saboo Ispat. In respect of other consumers the Government stated that the 
consumers usually run their industries as per real time clock provided in the energy meters. The time 
difference in the real time clock had, however, been set right. The reply is not tenable as no justification for 
charging full amount in respect of Saboo !spat had been furnished. Moreover as per tariff orders the restriction 
for peak hours during summer and winter months was between 6.00 PM and 9.00 PM and 5.30 PM and 8.30 
PM respectively. Since the consumers had run their units during these hours, they were liable to pay PL VC of 
Rs.192.42lakh: 

In Una circle, the MRis on ·electronic energy meters on the premises of medium supply and water pumping 
consumers were installed during July 2006 though the two part tariff was implemented from April 2005. On the. 
basis of data of six months from July 2006, penalty charges of Rs.41.93 lakh were levied. The loss for April 
2005 to June 2006 could not be ascertained in audit due to non-availability of data. The Governmen,t stated 
(August 2007) that there were 1998 small, medium and large supply consumers. At the time of implementation 
of two part tariff, only 10 MRis were with the circle, which were not enough to take data of all connections. 
Thereafter, more MRis were arranged, defected MRis were got repaired and staff was imparted training to use 
MRis. This exercise took some time and MRI could be started late. The Government, however, did not reply 
in regard to loss of revenue suffered by the Board due to delay of 15 months in down loading the data. 
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Sr. I Nameof 
No. circle 

I Amount short 
recovered 
(Rupees in lakh) 

1 I Nahan and ! 1594.89 
Solan 

2 Solan 65.61 

Annexure-XXII 

(Refer pa ragraph 3.1.25) 

Detail showing cases of un-authorised use of power 

Remarks 

ln case of 32 industrial consumers under Nahan and Solan circles, neither the consumers at the ir own complied 
with the condition of sanction order regarding depositing additional security to avail peak load exemption nor 
was action in this regard taken by the Board. In two cases under Solan circle, the security amount demanded by 
the Board was not deposited timely by the consumer, which amounted to an infringement of condition of 
sanction order. As such, in these cases sanctions should have been treated as cancelled. Despi te the 
infringement of condition of sanction order, the consumers were aJiowed peak load exemption to draw power 
unauthorisedly during peak hours without levy of infringement charges. This resulted in non-recovery of 
Rs. l5.95 crore. 

Bank Guarantees (BG) of Rs.36 lakh and Rs.59.39 lakh furnished in lieu of security deposits by two consumers 
(S.R.Forgings and Winsome Textile) under Barotiwala sub-divis ion were valid up to September and November 
2006 respectively. Both these consumers fai led to renew the BGs which was an infringement of sanction 
orders issued by the Board for peak hour exemption . As such, the sanction accorded for peak load shou ld have 
been treated as cancelled. The consumers were, however, allowed to draw power during peak hours without 
payment of peak load violation charges of Rs.65.61 lakh . 

In respect of Sr. no. I &2, the Government stated (August 2007) that the sanction orders provided that non­
remittance of ACD would amount to infringement and subsequent intimation of cancellation of load was to 
pressurize the consumer and guarding the organization. It would not be desirable to resort to the extreme harsh 
step. The audit was assured that the matter of amending the provision of sanction letters would be considered in 
the larger perspecti ve. The facts, however, remained that the non-implementation of the provisions of then 
sanction resulted in revenue loss to the Board. 
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3 Solan 22.20 Eight® industrial consumers . under Solan operation circle to whom connections were released with power 
restrictions to draw load during night hours only and up to some specified quantum of load, had infringed the 
restrictions imposed by the Board by drawing power during day time and beyond specified quantum of load. 
Action for levy of enhanced charges for un-authorised· use of power and violation charges was not taken 
resulting in short recovery of Rs.22.20 lakh during April 2005 to January 2007. 

The Government stated (August 2007) that due to load constraint, load to .certain industries were released for 
running their industrial units from 22.00 hrs to 6.00 hrs. Further, in the case of one consumer, the restriction 
was wrongly imposed for which necessary amendment was issued. The reply is not tenable as these 
consumers had run their industries during day time also for which they were not authorised. 

4 Nahan and 672.75 In nine sub-divisions, the connected load of 23 industrial, water pumping and bulk supply consumers was found 
Una extended unauthorisedly .. Two consumers (Saboo Ispact and Neelkanth) falling under Kala Amb sub-division 

were served (March 2005) notices for unauthorised load of 651.600 and 924 KW respectively. One consumer 
(Him Alloys) under Amb sub-station himself intimated (January 2007) extension of load of 2000 KW. In four 
cases under Solan circle, the unauthorised extensions detected by meter inspector were stated (January 2006) to 
have been removed but action under Section 126 ibid (except charging the violation charges for over drawal) 
was not tilk:en by the field units. This resulted in revenue loss of Rs.6.73 crore during June 2003 to February 
2007. 

The Government stated (August 2007) that the matter was under investigation and the proportionate 
charges would be debited to the firm. 

- ---- ---

@ 
Hindustan quality, Associate Biotech, Airon health;· Indian Herbals, Flexolite Product, Foreg India,.Emborse Metal and Mohan Mekin 
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5 Dalhousie 40.46 Month ly energy consumption data for June 2003 to February 2007 of street light consumers in three sub-
divisions under Dalhousie circ le revealed that the connected load of street lights was unauthorisedly extended 
due to addition in number of light points. Action to enter into fresh agreements and charge the consumer under 
section 126 of the I E Act, 2003 was not taken. This resulted in loss of revenue due to short recovery of lamp 
renewal, maintenance and enhanced charges of Rs.40.46 lakh. 

The Government stated (August 2007) that in respect of Municipal Committee,. Chamba, an amount of Rs.6. 1 0 
lakh had been recovered and balance amount of Rs.8.5l lakh was not recoverable as load of 95 KW was 
erroneously entered in the ledger. As regards M .C. Dalhausie, the amount would be charged after receipt of 
reply of notice and in the case of M.C. Nurpur, the said authority had requested to review the amount in view of 
provision of Electricity Act, 2003, (Section 126 (5)) which provided for recovery for six months. 

Total: 2395.91 
L__~-
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Annexure-XXlli 

(Refer paragraph 3.1.27) 

Annexures 

Detail showing non/short ~evy of contract demand/violation charges 
' . 

·s~~~i~~ffi~~~~.·;~l·:~rnr~~:a~~~~~ 
Bilaspur No-1, I 166.48 
Sataun 

KalaAmb, 
Solan No-1, 
Batotiwala, 
Dam tal 

78.61 

In the case of two industrial consumers (C.C.I.- Rajban and A.C.C.- Barmana the contract 
demand sanctioned in KW was converted in KV A by taking into account the average power 
factor instead of required power factor of 0.90 as required under Clause P of General Com;lition 
of Tariff Notification effected from July 2005. · This resulted in wrong calculation of contract 
demand and short recovery of demand charges of Rs.166.48 lakh during July 2005 to November 
2006. 
The Government stated (August 2007) that the contention of audit that the contract demands should have 
been calculated on the basis of power factor 0.90 instead of average power factor was not relevant. The 
reply is not tenable as the tariff order of July 2005 clearly stipulated that in cases where the consumers had 
not entered in to contract demand in KV A, the connected load should be computed in KV A assuming 0.90 

ower factor. 

Instruction No. 21 (iii) (d) of the Sales Manual provides that during the period of building up of 
load, the consumer is to be charged for the maximum demand/connected load calculated from 
month to month. Audit observed that in five cases under three sub-divisions, the required charges 
were not levied on the basis of contract demand sanctioned and load actually built up by the 
consumer. This resulted in short recovery ofRs.78.61lakh during June 2005 to November 2006. 
Tl).e Government stated (August .2007) that the demand charges had been levied during the load built up 
eriod for the load actuallv connected. 
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3 Parwanoo, 138.93 As per instruction No. 39 of Sales Manual and sale circular of October 2005, the consumer was I 

Barotiwala, not to be allowed to revise the contract demand during the Ist year of release of connection. 
Dhaulakuan Contrary to above, in six cases under three sub-divisions, the contract demand of the consumers 

was revised during the first year of release of connection/extension of load resulting in revenue 
loss of Rs.l 38.93 lakh during March 2005 to February 2007. 

The Government stated (August 2007) that the reduction in contract demand in respect of Steel 
Strips was allowed by the competent authority. The reply is not tenable as the consumer was not 
entitled for the reduction in contract demand during l >~ year of release of load. 

4 Gagret 25 .95 In Gagret sub-divi sion, an industrial consumer (M.B.D. Printographic Ltd.) had failed to built up 
the sanctioned load with in the stipul ated period of six months as provided in Instruction No. 2 1 
(iii) (d) o f Sales Manual. The load was retained by the consumer for 16 months from March 2005 
to June 2006. Instead of charging the consumer on the basis of proportionate contract demand of 
275 KVA and sanctioned contract demand of 809 KVA during the load built up period and 
thereafter respectively, the billing was done on the basis o f revised contract demand of 150 KVA 
resulting in revenue loss of Rs.25.95 lakh. 

The Government stated (August 2007) that the field unit had worked out recovery of Rs.3.53 lakh 
which included an amount of Rs. l.l3 lakh on account of load retention charges. The reply is not 
tenable as there is no authority under which the load cou ld be extended after sixteen months from 
the date of release of connection. As per instructions in vogue the load should have been treated 
as cancelled after six months. The authority under which the SDO had revised the contract 
demand which was otherwise in the competency of Chief Engineer was also not shown to Audit. 

5 Parwanoo 17.23 In Parwanoo sub-divi sion, an industrial consumer (Indo Swift Ltd, Unit I and II) was being billed 
on the basis of contract demand set aside ( August 2002) by the HPERC resulting in under 
charging of Rs.l 7. 13 lakh during February 2004 to October 2006. 

The Government stated (August 2007) that Indo Swift Ltd. had extended load/revised contract 
demand during January 2004 which was sanctioned in October 2003. The reply is not tenable as 
the contract demand sanctioned during October 2003 was on shift basis which was set aside by the 
HPERC. 

--
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6 Barotiwala 44.54 

Annexures 

As per schedule of tariff applicable from November 2001, demand charges on large supply 
consumers were to be levied on the actual maximum recorded demand or 80 per cent. of the 
contract demand whichever was higher. A consumer (Vardh<WJ.an Spinning & General Mill Ltd., 
Baddi) was sanctioned (July 2002) connected load of 16472 KW with CD of 18302 KVA after 
applying 0.90 power factor. Since the actual recorded demand of the consumer during March 2003 
to August 2004 was less than 80 per cent of CD, the consumer was required to be billed for 80 
per cent of the CD. The Board March 2003 onward billed the consumer on the basis of demand 
which was sanctioned in September 2004. This resulted in un4er billing of Rs.44.54 lakh during 
the oeriod from March 2003 to Au!!ust 2004. · 
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Annexure-XXIV 

{Refer .paragraph 3.1.28) 

Detail, showing short -billing oJt'energy charges attributable to various reasons , I .. -.... ,,, 
Sr. Name 
No. sub-division 
:' 

1 

2 

3 

4 

i 
Barotiwala, 
Sataun, Solan 
No-1 r 

Satauh 
I 

I 
I 

Sataun, Solan 
No-J, Paonta, 
Kala 1 Amb, 
Dhaulakuan 

Barotiwala, 
Damtal, Sataun, 
Solad No-1, 
Una; : Nurpur, 
Dalhousie 

i 

5 Pan:Vkoo, Solan 
No-1]. Nahan, 
Dalh6usie, 
Mandi 

I 

' 

6 Darlaghat, Kala 
Ambl 

,, I 

· 100 15.73 Non -levy of low voltage supply surcharge 
as required under Section-IJ of Tariff 
notification effeCtive from July 2005. The 
Government .stated (August 2007) that the 
amount had been debited to the consumers 

3.75 

14700 3.90 

44 49.91 

8 7.54 

2 108.42 
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accounts. 

Non-levy of meter equipment charges as 
required under Section-IT of Tariff 
notification effective from November 2001: 

The Government stated (August 2007) that 
the amount had been debited to the 
consumers accounts. 

Non-levy of stabilisation charges as 
required under Section-I.M of Tariff 
notification effective from July 2004. 

The Government stated (August 2007) that 
the amount • had been debited to the 
consumers accounts. 

Non-levy of demand charges/violation 
charges as required in Tariff notification 
effective from time to time. 

In reply the- Government stated (August 
2007) that in case of a consumer under 
Dalhausie Circle a sum of Rs.7.80 lakh had 
been debited to the consumer. 

Non-clubbing of load· as required in Sales 
Circular No. 5/2001 dated 11.4.2001. ' 

The Government stated (August 2007) that 
the consumers had been served notices for 
·clubbing the load and efforts were being 
made to regularise all these cases. 

Non-recovery of re-validation charges as 
required in Sales Circular No. 219/95 dated 
2.11.1995. 



7 

8. 

9 

Barotiwala, 
Mandi, Solan 
No-1, Darlaghat 

Barotiwala, 
Dam tal, 
Tahliwala, Solan 
No-1, Paonta, 
Nurpur, Manali, 
Mandi 

Chamba 

94 

41 

2 

118.96 

138.34 

68.93 
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I 

Non/delay in implementation of two part 
tariff as required under Tariff notification 
effective from July 2004. The 
Government stated (August 2007) that the 
amount had been debited to the consumers' 
accounts and in respect of Mandi cin;le, an 
amount of Rs.45 lakh out of Rs.78.96lakh 
had been recovered .. 

Wrong-application of tariff/categorization 
of consumers as required under Tariff 
notifications effective from time to time. 

Non-application of commercial/temporary. 
tariff for power connections released for 
the operation of Chamera Hydel Project as 
per tariff notifications issued from time to 
time. 

The Government stated (August 2007) that 
the supply was being used by NHPC at 
various residential and non-residential 
buildings. It admitted that the project was 
commissioned during March 2004 after 
completing the major components of the 
project. Remaining minor works were still 
under progress. The reply is not based on 
facts as in the A & A form and details of 
load requirement; the power was to be used 
for operation of 300 MW Hydel Project as 
auxiliary consumption which was not 
covered under bulk supply tariff. 
Moreover, the NHPC in May 2007 had 
conveyed that the period from March 2004 
to March 2006 was covered under defect 
liability period of the . project which was 
under commercial· operation and did not 
involve an construction activities. 
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Annexure-XXV 

(Refer paragraph 3.1.30) 
. I . 
~etaU showi~g the targets fixe d for · checking by the flying squads and 
achievement there against . 

•· : I · · (lin nmnbers) 
"I 

:Sr.•' P t"' urk ··· .,. ·· .;;,;z·.····:······. . . '")llil?21l~·· ?llll~?ll.l ;2004-05. :::~200~-Qf 1''fil~""' ,:x _'"' }~:~f'".-f}!;:· . .':~~§·;•1::,. ,'···'ti:t';:,;~_;; 
" 

::;~'~~~'i;;·~ . ·." .. : .. 
!No~ :•"*' '·•·· ... :;·. . . ·'· 

1·. '•" 
or "" ··.· .. ; ... ::,:.,;::.., ... ", ... ·.:. ··"·""''"·,, ... :·. > ,c'"' . :• . "." ", . ........ 
:]. Total connections 1584558 1646468 1710818 1755751 1799263 
'• I 
:2 Targets fited for checking 3600 3600 3600 3600 3600 

13 Connections checked 3503 3759 3786 3714 3796 
I I 

:4 Percentage of connections 0.22 0.23 0.22 0.21 0.21 
I checked I I 

I 51 Categories checked : 
! I I 
I 

Domestic ;consumers NA NA NA 1558 942 I I 
I I 

. I Commercial consumers NA NA NA 2026 2583 
I I I 
I Industrial ;consumers NA NA NA 130 271 I 

16 Theft cases detected 21 19 57 35 24 
; I 

:7 Total am9unt assessed (In lakh) 108.00 20.50 14.47 16.40 22.61 

is Percentage achievement of 

! total connection checked 
I Domestic !consumers NA NA NA 41.95 24.82 
' 

Commerdal consumers NA NA NA 54.55 68.05 
I I 
i Industriallconsumers NA '&A NA 3.50 7.14 
i I 

I 
··, ' 

' ' I j 

I 
.. I 

' 
"I 

I 
I, 

., I 
, I 
: 
I 

I 
I 

I 
I 

'; 
I 

, I 

I 
. I 

I 
'I 

'I 

: 
i 
'· 

I 
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Annexure-XXVI 

(Refer paragraph 3.1.32) 

Annexures 

Detail showing the balance outstanding for :recovery at beginning of the year, revenue 
assessed during the year, revenue collected, balance outstanding at the end of the year~ 
etc. 

(R upees m crore 
. For:'s3:Ie.witlilliJtlle' St3:te }~::~;~~,-;~r • ~1~ .,. - 2002~03';> -··zoo3¥o~·--- 2004~05 ·2o_os:o~· ; : 20.06-07" ·,·< . _,_. • ; _,_,.,, :-.-· .. ::-,; . 

.. ··. ':•-J: ' .. -~ . ·:~ .:;"~~\: . --~-

Balance outstanding for recovery at the 151.12 219.22 145.62 129.36 134.73 
beginning of the year 

Revenue assessed during the year 603.22 653.83 797.57 1097.62 1361.45 

Adjustment of past years 3.38 1.34 4.21 4.34 4.16 

Total amount due for collection during the 757.72 874.39 947.40 1231.32 1500.34 
year 

Amount collected during the year 538.50 728.77 818.04 1096.59 1392.47 

Amount outstanding at the end of the year 219.22 145.62 129.36 134.73 107.87* 

Percentage of collection to total dues for 71.07 83.35 86.35 89.06 92.81 
collection 

Closing balance in terms of months • 4.36 2.67 1.95 1.47 0.95 
demand 

-Peffu:~Iie~t d~ra:U!t~ts\:, . _; :(,~ { ~i;' J~J ·I ~ ·t;~:!o '- x ·•s.~g·::_·_· I .-··s.s~':_c;;~ 
,, 

7~o6:,; :• 
c-=,;' 

~].02 
'"' :-;' 

Recoverable from IPH Department 184.18 105.35 76.31 65.80 28.82 

NAC/MCs 3.74 5.40 7.35 9.23 10.92 

* This includes Rs.l8.96 crore pertaining to 143 cases pending for decision in various courts/dispute 
settlement committees 
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Chief Engineer 
· (System Plan.~ing) 

. I 

Shimla 

' 

A.Irnrrnexanre= xxvn 
(ReffeJr JPiaill"atgm]pllln 3.2.Jl.) 

ORGAN1rSATJrONAL ClHfAR'li' 

Cll:nainrmlunn 

MemlbleJr (0 .. ' . -

I 

~hief Engineer 
fperation), South) 

Chief Engineer 
(Operation), North, 

Dharamsala ' Shimla 

I 

. Chief Engineer 
. (Operation) 

· i(Central Zone) 

Mandi 

Nl[])~e: All: SEs (CEOs) are assisted by the Executive Engineers in the execution of the 
schemes 

I 
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1 I Solan I Installation of two 
2x3.15 MVA 
transformers at 
Nalagarh 

2 I Solan I Installation of 150 
modems at the 
premises of 
consumers at 
Solan, Kasauli, 
Dharampur, 
Parwanoo and 

I II 

Annexure-XXVIII 

(Refer paragraph 3.2.17) 

Annexures· 

Detail of cases indicating diversion of APDRP funds 

0.21 The Board debited (August 2005) Rs.21.08 lakh to the cost of two 2x3.15 MVA 
transformers to be installed at 33/11 KV sub-station at Subathu as per APDRP 
scheme; Subsequently, these transformers were diverted to Nalagarh for works not 
covered under the APDRP scheme and two dismantled 2x2.5 MV A transformer 
without any value were installed at the sub-station at Subathu. The expenditure 
was, however, not withdrawn from the APDRP. The Government stated (August 
2007) that the power transformers were transferred temporarily and ultimately tbese 
would be brought back. ·. Tlie reply is not tenable as the-expenditure had been 
charged to the 13/11 KV sub-station at Subathu, which was constructed under the 
scheme. 

0.22 Solan circle installed 330 modems (remote metering equipments) during January 
2006 at a total cost of Rs.48.96 lakh. Out of these, 180 modems valued at Rs.26.71 
lakh were installed in the industrial area at Baddi and Barotiwala as per the scheme 
but 150 modems valued at Rs.22.25 lakh were provided to the industrial consumers 
of Solan, Kasauli, Dharampur, Parwanoo and Kandaghat not covered in the 
scheme. Thus, the APDRP funds of Rs.22.25 lakh were diverted to other areas. 
The Board admitted (August 2007) the Audit observation. 
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3 Hamirpur 

4 I Ham irpur 

5 Solan 

6 Mandi and 
Hamirpur 

Installation of one 
HT shunt capacitor 
at 33 KV sub­
station at 
Jawalamukhir 

I Construction of 3 I 
KM line in 
Electrical Division 
at Nadaun. 

I Construc<ion of 33 I 
KV double circuit 

of I 
sub-

stations In Mandi 
and Hamirpur 
Circles 

0.12 

0.09 

1.87 

0.76 

In the approved DPR for Hamirpur circ le, there was provision of Rs.4 1.57 lakh for 
installation of LT switched capacitors on the di stribution transformers. The Board, 
however, installed (March 2006) one HT shunt capacitor at 33 KV sub-station at 
Jawalamukhi at a cost of Rs. l2.30 lakh without any provision and no capacitor was 
installed on the LT side as provided in the DPR. The Government admitted 
(August 2007) the installation of HT capacitor but attributed the same to non­
availability of LT capacitors. 
Electncal Division at Nadaun constructed (October 2006) 3 KM line at a cost of 
Rs.9.4 1 lakh out of APDRP funds wi thout any provision in the scheme. The 
Government stated (August 2007) that the construction of line was necessary to 
maintain regular supply. The reply is not tenable as there was no provision for the 
same in the scheme. 
Electrical Division Parwanoo constructed (September 2006) 33 KV double circuit 
line from Baddi to Malpur on turnkey basis for Rs. l86.52 lakh without any 
provision. 

Against the provision for construction of five un-manned sub-stations at a cost of 
Rs.2.97 crore, the Board constructed manned sub-stations in Mandi and Hamirpur 
circle resulting in diversion of APDRP funds of Rs.76.25 lakh. Besides, the Board 
also incurred recurring liability of Rs. l6.57 lakh per annum on account of 
wages/salary of manpower to be deployed for the maintenance of these 
sub-stations The Government stated (August 2007) that the Sub-Transmission 
Committee had accorded approval for above works. The reply is not tenable as the 
approval was required from the MOP. 
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7 

8 

9 

Kullu 

Kullu, 
Bilaspur. 
Ram pur 
Mandi 

Una 

Total: 

Construction of un­
manned sub-station 
with SCADA 
system 

Replacement of 
exce!.s L T and HT 

and I wooden poles 

Construction of I 0 
KM long 33 KV 
HT line from Una 
to Basal 

1.5 1 

3.73 

0.25 

8.76 

Annexures 

Against the provi sion Rs.l.62 crore for construction of 33/ I I KV 2x3.15 MY A 
manned sub-station at Nagwain (Kullu), the Board constructed un-manned 
sub-station w ith SCADA system at a cost of Rs.3. 13 crore resulting in diversion of 
APDRP funds of Rs. l .5 1 crore). The Government stated (August 2007) that the 
Sub-Transmission Committee had accorded approval for above works. The reply 
is not tenable as the approval was required from the MOP. 
The Board re placed 7895 LT and 5647 HT wooden poles in Kullu, Bilaspur, 
Rampur and M andi circles during 2004-05 and 2005-06 against the provision of 
5300 LT and 2400 HT wooden poles. This resulted in excess replaceme nt of 2595 
LT and 3247 HT poles resulting in diversion of APDRP fu nds to the extent of 
Rs.3.73 crore. The Government stated (August 2007) that at time of formulation of 
the scheme, only very damaged poles were identified for replacement and during 
actual execution, more poles had to be replaced. The reply indicated that the 
sche mes were prepared without adeq uate study of exiting infrastructure. 
In Una circle, the Board incurred an expenditure of Rs.75 .39 lakh during 2004-05 
against the awarded cost of Rs.50.59 lakh on the construction of I 0 KM long 33 
KV HT line from Una to Basal due to subsequent increase in pole structures fro m 
six to 12 not provided in the scheme resulting in diversion of funds of Rs.24.80 
lakh. The Government stated (August 2007) that the length of line increased from 
I 0 KM to 11.122 KM and more poles had to be erected for adequate ground 
clearance as the line passed through pl ain area. The reply was indicative of the 
fact that a schemes were prepared without proper study. 
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Sr. Name of Circle 
No. 

I Solan 

2 Kullu and Mandi 

3 Bilaspur 

Total: 

Annexure-XXIX 
(Refer paragraph 3.2.29) 

Detail of cases indicating loss of revenue due to delay/non-execution of works 

Name of work Amount Remarks 
(Rupees in 
crore) 

Sub-stations at 10.78 The work relating to construction of new sub-stations at Kharooni, Ramshehar, Subathu, 
Kharooni , Ramshehar, Darlaghat and Nalagarh included in the annual working programme for 2002-03 to 2004-05 
Subathu, Dharalghat, was completed after a delay ranging between 22 and 46 months during the period between 
Nalagarh June 2006 and January 2007. The delay in completion attributable to delay in awarding the 

work by the Board and delay in completion by the contractor resulted in loss of potential 
revenue due to non-achievement of projected energy saving of 36.55 million units (MUs) I 

valued at Rs. l 0 . 78 crore as envisaged in the scheme 
Sub-stations at Nagwain, 3.59 The work relating to construction of new sub-stations at Nagwain. Sauli Khud, Baggi, Tikken. 
Saulikhud, Baggi, Makreri , Bhadarwar and Cholthra was included in the annual working programme of the 
Tikke n. Makreri, Board for 2004-05. The above works were completed after a delay of 16 to 24 months during 
Bhadarwar and Cholthra July 2006 to January 2007. The delay in completion attributable to delay in awarding the 

work by the Board and delay in completion by the contractor resulted in loss of potential 
revenue due to non-achievement of additional sale of 12. 18 MUs energy valued at Rs.3.59 
crore as envisaged in the scheme. The Government admitted (August 2007) the delay in 
taking decision, call ing of tenders and subsequent delay in completion of work by the 
contractors. 

Re-conductoring of 0.95 The work of re-conductoring of I 018.21 KM HTIL T lines in Bilaspur circle was included in 
1018.21 KM HTILT the working programme for 2003-04 and 2004-05 but the same could not be executed with in 
lines the working programme due to non-supply of conductor of required size (7/3. 15mm, 

7/3.8 1 mm and 7/4.26mm) to the CEO by the Chief Engineer (MM) of the Board even though 
the requirement of 3292 KM conductor was sent (October 2003 and February 2005) to the 
Board. Due to non-receipt of conductor, re-conductoring of 106.05 KM HT and 257.97 KM 
LT lines only could be completed. Thus, due to non-achievement of reconductoring target, 
the Board was deprived of projected saving of 3.227 MU!. valued at Rs.95 .20 lakh from April 
2005 to January 2007. The Government admitted (August 2007) that the requirement from 
the CEO Bila:-pur was received very late which resulted in delay in awarding and completion : 
of work. I 

15.32 
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1 Rampur 

2 All circles 

IIIII 

Annexure= XXX 
(Refer paragraph 3.2.30) 

Annexures 

Detail of cases indicating avoidable extra expenditure 

22 KV single circuit 
transmission line on 66 
KV towers from Akpa 
to Pooh 

Purchase of material in 
piecemeal instead of 
purchase in bulk. 

32.33 

The DPR of Rampur circle contained provision for construction of 22 KV single 
circuit transmission line on 66 KV towers from Akpa to Pooh. On the basis of 
tenders floated in April 2004 and opened in June 2004, the work was executed on 
turnkey basis. Though, the per KM cost on the basis of cost data of 2002 was 
Rs.13.75 lakh and the justified rate for the year 2004 was Rs.l9.86 lakh, thelowest 
offer received from Power Trans. Engineers was for Rs.35.43 lakh per KM. 
Without considering the justified cost, the above work was awarded (April 2005) 
for Rs.9.89 crore which was higher by Rs.2.94 crore as compared to the justified 
cost. The Government stated (August 2007) that offer of the lowest contractor was 
brought down from Rs.12.40 crore to Rs.9.89 crore, which was quite reasonable. 
The reply is not tenable as the Director (Design) Transmission (Hamirpur) had 
justified the rate of only Rs.19,86 lakh per Km. after taking all factors into 
consideration. 
All the projects under operation in the State were sanctioned between August 2002 
and May 2003. The component wise requirement of material was assessed by the 
units and forwarded to the Chief Engineer (Material Management). On the basis of 
requirement, the Chief Engineer (Material Management) placed the supply orders. 
The MOP had released Rs.l63.91 crore to the State Government during 2002-03 
and 2003-04 out of which the Board could utilise only Rs.33.68 crore during this 
period. Instead of placing supply orders for purchase of material in bulk, the 
Board placed supply orders in piecemeal despite availability of funds. This 
resulted in avoidable extra expenditure of Rs.32.33 crore on the purchase of 
different material. The Government stated (August 2007) that the material was 
purchased on the basis of annual requirement, availability of funds and position of 
inventory. The reply is not tenable as the purchase of material in bulk would have 
been economical and there was also no shorta~re of funds. 
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3 Solan 

4 Solan 

Primary control system 
for DTRs 

33 KV line from Baddi 
to Malpur 

0 .15 

0 .44 

In order to have better contro l on DTRs, provision of Rs.50.72 lakh for installation 
of primary contro l system ar an average cost o f Rs.4000 per DTR for 1268 DTRs 
was made in the DPR of Solan circle. Instead of providi ng primary control 
system. Electrical Divisions at Nalagarh and Parwanoo provided L T Panel Boards 
on I 0 DTRs only at a total cost of Rs. l5.29 lakh against the prov is ion of 
Rs.40,000 for primary contro l system on I 0 DTRs resulling in extra expenditure 
of Rs. l4.89 lakh . The Government stated (August 2007) that the provision in the 
scheme was meager and L T Panels were replaced on need basi ~ . The reply is not 
tenable as it indicated that the provision in the scheme was made without 
considering the actual requirement 
As per APDRP guidelines, use of maximum size of conductor i.e. ACSR Dog, 
Raccoon or equi valent AAAC 7/4.26mm ( 100 mm2

) for 33 KV lines should be 
preferTed. The Board sanc tioned the work of construction of 33 KV line from 
Baddi (Katha) to Malpur on turnkey basis for which Wolf conducto r o f higher size 
( 150 mm2

) was provided. The rate o f I 00 mm2 size AAAC conducto r (7 /4.26mm) 
issued to the same work earlier was Rs.48.55 per meter including erection charges 
whereas the contractual rate including erect ion charges for Wolf conductor was 
Rs. l35 per meter. Thus. the use of higher siLe of conducto r resulted in excess 
expenditure of Rs.44.18 lakh on the construction of 5 1.11 0 KM line. The 
Govemment stated (August 2007) that the extra expenditure had been recovered 
from the consumers. The reply is not tenable as according to the decision of Sub­
Transmission Committee o f the Board, 50 per cent of the expenditure was to be 
recovered from the consumer!> whereas the Board had recovered only Rs.8.95 lakh 
resulting in excess booking of R!>. l3. 14 lakh to the APDRP Scheme. 
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5 Una 

' ~~ J 

2x3.15 MVA power 
transformers 

0.13 

Annexures 

The construction of 33/11 KV 6.30 MV A sub-station at Tahliwal was awarded 
(July 2005) on turnkey basis to a contractor. After award of work, the Board 
decided (May 2006) to upgrade this sub-station to 12.60 MV A. The transformers 
for up gradation were supplied departmentally and the two transformers of 3.15 
MV A capacity purchased by the contractor were taken by the Board at the cost of 
Rs.16.88 lakh per transformer though the Board had purchased the transformers of 
this capacity for other APDRP works at a cost of Rs.10.48 lakh per transformer. 
The procurement of two transformers from the contractor at higher rates resulted in 
avoidable extra expenditure of Rs.12.80 lakh. but of these two transformers, one 
transformer was booked to 33/11 KV sub-station at Basal in December.2006 and 
the_ other was still lying idle (March 2007). The Government stated (August 2007) 
that the transformers purchased for turnkey projects were costly as the sarne were 
purchased at a later date. The reply is not tenable as the Board itself was 
resoonsible for delav in award of turnke 
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Sr. I Name of circle 
No. 

I I Shimla 

2 Hamirpur 

Total: 

Annexure-XXXI 

(Refer paragraph 3.2.34) 

Detail of cases indicat~ng unfruitful expenditure 

I Particulars of work I Unfruitful 
expenditure 
(Rupees 

I I crore) 
Construction of 33/11 0.89 
KV lxl.6 MVA sub-
station at Dhami 
along with 33 KV 
line ( 15.260 KM) 

II KV express feeder 
from Chabutra to 
Patlandhar 

0.21 

1.10 

in 

Remarks 

The DPR of Shimla circle contained the provision for construction of 33/11 KV lxl.6 MVA sub­
station at Dhami along with 33 KV line ( 15.260 KM) at a cost of Rs.36.75 lakh. The tenders for 
design, manufacture, erection. testing and commissioning of this sub-station were invited in 
May 2005 and opened in October 2005 but the work has not been awarded to date (March 2007) 
due to proposed change in the scope of work. Due to non-construction of sub-station, the 33 KV 
line from Jutog to Dhami constructed (November 2006) at the cost Rs.48.65 lakh could not be 
commissioned and was lying idle. Further, the Board had also incurred an expenditure of Rs. l7 .03 
lakh on the development of site and Rs.23.50 lakh on purchase of terminal equipment for 
construction of this sub-station which was also lying idle. Thus, due to improper planning, the 
investment of Rs.89. 18 lakh was rendered unfruitful. The Government stated (August 2007) that 
the completion had been re-scheduled and the work would be completed as and when the funds 
would be avai lable. 

Electrical Division Hamirpur constructed (June 2005) II KV express feeder from Chabutra to 
Patlandhar at a cost of Rs.20.54 lakh. As this feeder was not required for immediate use in view of 
already existing II KV Sujanpur-Patlander transmission line re-conductoring of which was done at 
a cost of Rs.9. 19 lakh under APDRP, the Board has not put load on this new feeder so far (March 
2007) and it was lying idle. The Government stated (August 2007) that the existing 11 KV line was 
quite old and new feeder would provide alternate source of supply to the consumers. This had also 
reduced the T & D losses to 3.6 per cent. The reply is not tenable as the old feeder had also been 
reconductored at a cost of Rs.9. 19 lakh. New feeder remained idle for two years and only 
insignificant load had been put on the feeder in May 2007 wllich cannot reduce the T & D losses to 
3.6 per cent. 
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Sr; ' j.';~alne of,circlf!' 
No. 
',.$,\ 

1 

2 

3 

Shimla 
Una 

I Bilaspur 

and 

(ED 
Sundernagar) 

I Hamirpur, 
Dalhousie, 
Bilaspur and 
Kullu 

~m 

0.19 

Ill//~ I 

Annexure~ XXXII 
(Refer paragraph 3.2.35) 

JDetaftll of cases il!lldicating incorrect ll."epmrting to the MOP 

Annexures 

Shimla and Una circles debited overhead charges (storage, contingency and establishment charges) at the rate 
of 21.56 per cent on cost of material against 11 per cent approved (August 2004) by the Board for works 
undertaken under APDRP. Consequently, overhead charges of Rs.4.16 crore were over charged up to 
November 2006 and intimated to the MOP. The Government stated (August 2007) that the overhead charges 
were levied at the rate of 10 and 11 per cent. The reply was not tenable as in the circles test checked in Audit, 
the overhead charges were levied at the rate of 21.56 ver cent. 
Electrical Division at Sundernagar completed (February 2005 and February 2006) augmentation of two 33 KV 
sub-stations at Sundernagar and Nerchowk at a cost of Rs.30.58 lakh but in the financial progress reported to 
the MOP, the same was indicated as Rs.49.53 lakh resulting in overstatement of financial achievement by 
Rs.18.95 lakh. 

2.32 I Electrical Division at Hamirpur, Dalhousie, Bilaspur and Kullu afforded 3 per cent salvage value instead of 25 
per cent provided in the DPR resulting in affording of less credit of Rs.2.32 crore in case of re-conductoring of 
HT/L T lines and replacement of wooden poles. Thus, the expenditure figures and the adjustment of grant 
were overstated to that extent. The Government stated (August 2007) that the credit of salvage at the rate of 25 
per cent was given on the cost of new conductor. The reply is not tenable as the DPR provided for giving 
credit on the entire cost of reconductoring. 

4.80 I The Board awarded (April 2005) construction of 22 KV Akpa -Pooh transmission line under APDRP and 
incurred an expenditure of Rs.4.80 crore between May 2005 and March 2007. The CEO concerned failed to 
monitor the physical and financial progress of this work and consequently the expenditure cases not intimated 
to the MOP so far (March 2007) The Government Stated (August 2007) that the expenditure of Rs.5.71 crore 
was incurred out of which Rs.4.80 crore was chargeable to APDRP. The reply is no tenable as the amount had 
not been charged to the APDRP so far (August 2007). 
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Annexure-XXXIII 

(Refer paragraph 4.8) 

Statement showing the impact of merger of ED component in ex-works rates of the firm 

Sr. Purchase order Type of conductor purchased Ex-works per Km rates Difference in rates Total increase in ex-works I 

No. number and date before merger after merger rates after merging ED 
of ED of ED ' 

Type Quantity in (in rupees) 
Km. 

I 9337-9374 - ACSR- Gnat 50.00 8373.16 9581.05 1207.89 60394 .50 
19.7.200t & 
R0/23784 -83 1-
3. 1.2005 ACSR Ant· 158.00 15747.70 18123.89 2376.19 375438.02 

2 9490-9533- AAA · Raccoon 1652.50 25679.42 29396.60 3717. 18 6 142639.95 
19.7.2004 & RO 

AAA- Dog 1355.00 31341.76 35979.55 ~637.79 6284205A5 /24068-241 I 7-
3. 1.2005 
Total 3215.50 1,28,62,677 .92 

- - - - - -------
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rates · 

ED 1739 1776 2620.80 

CST I o 40.55 59.84 

F&I 0 0 0 

Unloading 150 664.45 1000.36 
-

Total cost 12760 20981 30981 
erKm 

Actually 12760 20981 30981 
awarded 
Difference nil 0 nil 
in rates per 
Km 
TotalKm I I I 187.5o 

Nil 

. ~1.1 

Annexure-XXXIV 

(Refer paragraph 4.9) 

Statement showing avoidable payment due to incorrect fixation of rates 

0 0 0 0 0 1081.13 1681.47 

108.71 185.00 217.42 370.00 546.00 156.76 243.81 

0 0 109 194 292 300 500 

0 0 0 0 0 0 0 

10979.71 18685.00 11197.42 19064.00 28138 8294.93 12934.46 

12618.54 20794.56 12760 20981.00 30981.00 8294.93 12934.46 

1638.83 2109.56 1562.58 1 1917.oo 1 2843 I I I 

I 116 

I 190104.28 
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,.r 

2648.52 0 0 0 

384.04 67.57 105.09 165.53 

800 0 0 0 

0 0 0 0 

20385.84 6824.61 10614.27 16718.81 

20385.84 8185.88 12764.42 20135.38 

1 1361.27 1 2150.15 1 3416.57 

312.50 1423.75 

671921.88 4864341.54 

7863716.99 
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Sr. No. 

1 

[t 
I ( i) 

I 

(ii ) 

Annexure-XXXV 

(Refer paragraph 4.14 

Statement showing persistent irregularities pertaining to Statu~ory corporations appeared in the Reports of the CAG of India 
(Commercial)-Government of Himachal Pradesh 

Gist of persistent Y car of Audit Money Gist of audit observations Actionable points/Action to be Details of actions taken 
irregularities Report/Para value taken 

No. (Rs. in 
crore) 

2 3 4 5 6 7 

Himachal Pradesh State Electricity Board 

Execs~ inventory 1994-95/ Between Inventor) holding at the COPU had recommended that the No action has been taken on the 
holding 3A.6. 1.3 Rs. 0 .3 1 and close of each year from Board should not make purchases recommendations of COPU. 

Rs. 2.39 1989-90 to 1993-94 ranged more than the requirements. 
between Rs. 0.31 crore and I Rs. 2.39 crorc. 

2000-01/ Between Board held inventor} excess Responsibility i)) required to be The Board has intimated 
3.5. 1 Rs. 5.99 to than the norms during fixed because the Board has not (August 2004) that inventory 

Rs. 10.96. 1996-97 to 2000-0 1 complied with the ho lding limit has been re-fixed . 
Interest loss resulting in loss of interest. recommendations of the COPU. However, rev iew is tO be 
of Rs. 1.15 discussed by COPU. 
crore per 
year 

Non-recovery of 1995-96/ 0.27 The Board failed to recover Responsibility for non-recovery One consumer has deposited the 
Advance 4B. I.8 advance consumption of ACD i!> required to be lixed on enhanced ACD. Compliance by 
Consumption deposits from consumers the delinquent oflic ia ls. other consumers is awaited. 
Deposit CACDl 1998-99/ 1.02 By not recovering ACD of Responsibility for non-recovery Compliance is awaited. 

4B.I.5 Rs. 0.82 crore. the Board of ACD is required to be fixed on 
has also suffered a loss of the delinquent officials 

I mterest of Rs. 0.20 crore. I 
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2003-04/ 2 .55 The Board did not recover Responsibility for non-recovery J Suo-motu reply ha~ not been 
3.4 ACD of Rs. 2.55 crore of ACD is required to be fixed on received. 

resulting in lo~' of intereM the delinquent officials. 
o f Rs. 0.36 crore per annum. I 

(ii i) Loss due to wrong 1994-95/ O.D3 The consumers were not Responsibility ror wrong The case is pending with the 
application of tariff 48. 1.3 charged for s upply of power application of tariff is to be fixed . Di\ pute Settlement Committee. 

at commercial rates as 
applicable. This resulted in I short realisation. 

1998-99/ 0 .11 Incorrect categori~ation of Responsibility for wrong Compliance is awaited. 
-lB. 1.7 consumer and application of application of tariff is to be fixed . 

tariff at the rate app licable 
to old category resulted in 
under-charg ing. 

(iv) Short recovery of 1998-99/ 0.29 The Board had short Responsibility for short recO\ery Compliance is awaited. 
peak load exemption 48 . 1.9 recovered peak load of peak load exemption charges is 
charges ' exemption charge\ lc' iable to be fi xed. 

fo r non-adherence to the 
peak load hour restric tions. 

2002-03/ 1.22 The Board did not realise Responsibility for short recovery Suo-motu reply has not been 
4.8 peak load exemption of peak load charges is to be received. 

~rges fr<>_m the consumer_ fixed. 
----
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(v) Undue favour to 1996-97 7 .16 The Board charged the Besides, fix ing responsibility for Compliance is awaited. 
consumer 3A. I2(ii ) consumer at lower rate due sanctioning two connections in 

to splitting up of connected the same premises , action for 
load by re leasing two clubbing the load and malOng 
connections in the same recovery of Rs. 30.09 lakh for 
premises. Apri l 1997 to April 2000 was to 

be taken. 

Loss due to 2005-06 0 .26 The billi ng for power Besides, fixing responsibility for Compliance is awaited. 
incorrect bi lling 

4.8 
consumption recorded at the talOng record ing at the premises, 
premjses of consumers amount is to be recovered from 
instead of consumption the consumers. 
recorded at grid sub-station 
resul ted in a loss. 

- - - - - · ·- -
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Sta11emellll1t sllmwnllllg ltlhle iillej[lla\Irl1mellll11 wnse Ollll1ts11alllliillllllllg lillllSJlllleCDOlllllRepoirlts (I!JRs) 
~miill Jlllaliragm][Dihls 

Horticulture 3 13 39 1996-97 

Industries 8 20 57 1992-93 

Forest 1 6 26 1998-99 

Heahh 1 1 1 2006-07 

Welfare 3 7 12 2002-03 

Food an.d Supplies 1 2 11 2003-04 

Tourism and Civil 2 4 2003-04 
Aviatiollll 

MPP and Power 2 794 2,925 1995-96 

Transport 1 98 276 1992-93 
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I 

iStatemerrnll: slfumvmg ll:llne ldlep1i!ll!"11:merrn11: WJlse idi.Jmft'll: Jlll1illll"1illgJr1i!l]jlllffis/reviews Jreplliies. 
~11:([]) wlffiii.(Clffi 1illri 1illW1i!lii11:eldl -. · 
. I . 
. -; ... .. ,_.. :'dr . . ··. ·' .•"';:·· ; . 

No;. ·C:~f:- JP'eriod.of ftssune · 
.', 

;sr.No N~e · ·No .. · .of,, «ll.~r~t. 
; ., Dep~rttment , .... · · ~ • JPara~taphs -·, • i· .·_. :{ ; . ,. 
I• _:;. Jrevnews .. ··. . ... ·.:;. 

j I 11 Forest 1 1 June and August 2007 
I 

12 j 
M.~.P. & Power 4 - May an.d August 2007 

I 

. -

• I I 3 Transport 1 1 June and August 2007 
; ·~ ... I 

4 Fl 2 September 2007 · mance -
~ I 

5 T I. and Civil 1 July 2007 ounsm -

Aviation 
1":. :. · .. -"'·I'' )·'' ': ., . ~-: .. ,,.. : . ·i. .. _,., .·· ... ;··.· 

·t«liar · . 8';_, ' 3-';ll.:; 
' ' 

·, 

I 

I 

I 

: 

I 

I 

I ' --

I 

.. 

·., 
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