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Government commercial enterprises, the accounts of which are subject to
audit by the Comptroller and Auditor General of Indla fall under the
following categories: -

()  Government companies,
(i) ~ Statutory corporations and
(ili)  Departmentally managed commercial undertakings.

2. This Report deals with the results of audit of Government companies
and Statutory corporations including Himachal ]Praldcsh State Electricity Board
and has been prepared for submission to the Gover%nmerit of Himachal Pradesh
under Section 19 A of the Comptroller and Auditor General's (CAG) (Duties,
Powers and Conditions of Service) Act, 1971, as amended from time to time.
The results of audit relating to departrnentally managed commercial
undertakings are included in the Report of the Comptroller and Auditor

General of India (Civil) - Government of Hlmachal Pradesh..

3. Audit of accounts of Government companies is conducted by the
Comptroller and Auditor General of India (CAG) under the provisions of
Section 619 of the Compames Act, 1956.

4. In respect of Himachal Road Transport Corporation and Himachal
Pradesh State Electricity Board which are Statutory corporations, the CAG is
the sole‘Auditor. In respect of Himachal Pradesh Financial Corporation, he
has the right to conduct the -audit of their accounts in addition to the audit
conducted by the Chartered Accountants, appomted by the State Government
in consultation with the CAG. In respect of Hrmachal Pradesh Electricity
Regulatory Commission, the CAG is the sole audrtor The Audit Reports on
the annual accounts of all these corporations are forwarded separately to the
State Government.

5. The‘cases mentioned in this Report are those, which came to notice in
the course of audit during 2006-07 as well as those which came to notice in

earlier years, but were not dealt with in the previou‘s Reports. Matters relating .

to the period subsequent to 2006-07 have also been included, wherever
necessary.

6. The audit in relation to the materlal 1nc1uded in this Report has been
conducted in conformity with the Auditing Standards issued by the CAG

ix
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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)
comprising 18 Government companies (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 PSUs increased from
Rs.3,743.45 crore as on 31 March 2006 to Rs. 3,886.32 crore as on
31 March 2007. The total investment in non-working PSUs decreased from
Rs. 705.26 crore as on 31 March 2006 to Rs. 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 working PSUs
(16 Government companies and three Statutory corporations), six Government
companies and one Statutory corporation earned aggregate profit of
Rs. 10.06 crore and Rs. 1.88 crore respectively. Only one company declared a
dividend of Rs. 35.15 lakh during 2006-07. Eleven working PSUs
(nine Government companies and two Statutory corporations) incurred
aggregate loss of Rs. 71.62 crore as per their latest finalised accounts. Of the
loss incurring working Government companies, four companies had
accumulated losses aggregating Rs. 141.97 crore, which exceeded their
aggregate paid-up capital of Rs. 51.75 crore. Two Statutory corporations
incurred losses aggregating Rs. 45.27 crore. These two loss incurri ng Statutory
corporations had accumulated loss 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 losses for the last five
years ended 31 March 2006 and 31 March 2007 leading to negative net worth.
In view of continuous losses, the Government may take steps to either
improve the performance of these companies or consider their closure.

(Paragraph 1.29)

2 Performance Reviews relating to Government companies and
Statutory corporations

Performance reviews relating to Felling and Conversion of trees by Himachal
Pradesh State Forest Corporation Limited, Working of Himachal Pradesh
Agro Industries Corporation Limited, Information Technology Review of
Computerised Reservation of Hotel Rooms in Himachal Pradesh Tourism
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Development Corporation Limited, Tariff, Billing and Collection of revenue
in Himachal Pradesh State Electricity Board, Implementation of
Accelerated Power Development Reforms 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 audit findings are as follows:

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:

e 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.

e There was delay in receipt of marking lists, taking over and working of
lots resulting in loss of Rs.1.88 crore due to payment of extension fee,
interest and less extraction of timber.

e Submission of incorrect data to the Pricing Committee resulted 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.1.74 crore.

e 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.

(Chapter 2.1)

Performance review on the Working of Himachal Pradesh Agro
Industries Corporation Limited

Himachal Pradesh Agro Industries Corporation Limited (Company) was
incorporated (September 1970) with a view to promote agro based industries
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 Departments, which were the main buyers
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of Company’s products. Some of the major deficiencies noticed during
performance review were as follows:

® Out of five production units, three units were incurring losses
continuously on account of low capacity utilisation due to lack of
adequate demand from the State Government Departments and
inability of the Company to market its products in the open market.

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

e Out of 20 trading units and one petrol pump, 10 units were
continuously incurring losses and loss suffered by these units during

five 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 facility at Central Reservation Office, Shimla.
The software was got modified (September 2000) as web enabled software
from National Informatics Centre. Some of the important findings are as
follows:

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

e 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.

e The Company completed (March 2007) Local Area Network (LAN) in
three units at a cost of Rs.10.88 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, Billing and Collection of revenue in Himachal Pradesh State
Electricity Board

The Himachal Pradesh State Electricity Board (Board) was incorporated
(September 1971) for generation, transmission and distribution of electricity in
an efficient and economical 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 petitions annually in time and
on the basis of justifiable data resulting in disallowing of expenditure by the
HPERC and consequential loss to the Board. The Board was unable to bill
most of the consumers monthly resulting in delay in collection of revenue.
Some of the major deficiencies noticed during performance review were as
follows:

e Failure of the Board to file tariff petitions annually in time with
complete details and justifiable data resulted in loss of Rs.154.86 crore
and delay in recovery of Rs.533.72 crore.

e The Board failed to restructure its high cost debts resulting in loss of
Rs.48.21 crore due to non-adjustment of interest through tariff.

e Failure of the Board to reduce transmission and distribution losses as
per the targets fixed by HPERC resulted in loss of potential revenue of
Rs.79.75 crore.

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

e Internal control mechanism and internal audit system were deficient
resulting in increase in number of units remaining un-audited by
Internal Audit and non-settlement 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 2000-01,
which was subsequently modified and rechristened as Accelerated Power
Development Reforms Programme (APDRP) during 2002-03. The modified
programme focuses on up-gradation of sub-transmission and distribution
system in densely electrified zones in the urban and industrial areas and
improvement in commercial viability of the State Electricity Boards. Some of
the major deficiencies noticed during performance review were as follows:

e The State Government delayed the release of APDRP funds
aggregating Rs.228.46 crore to the Board by 7 to 637 days thereby
making itself liable to pay Rs.9.09 crore as penal interest to the GOI.
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Besides, the Board had to pay Rs.1.01 crore on account of interest at
the rate of 12 per cent on loan component of Rs.16.39 crore for the
period of delay in release of funds by the State Government.

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

e The Board incurred avoidable extra expenditure of Rs.35.99 crore due
to allotment of work 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, efc.

!

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

(Chapter 3.2)

Information Technology Review of Computerised Booking in Himachal
Road Transport Corporation

The Corporation introduced (1995-96) in-house developed software for
booking of tickets and loaded it on computers installed at 15 locations under
eight Regional Offices at a cost of Rs. 15 lakh. Some of the major
deficiencies noticed during performance review were as follows:

e During the last 11 years, the corporation had not formulated any
strategic plan for computerisation.

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

e There was lack of consistency in executable programs working in
different booking counters. Resultantly, leakage of revenue could not
be ruled out.

e The System did not contain refund module for computerised
cancellation of tickets, the depot codes were not fed correctly and the
System accepted advance booking even after issuance of way bills.

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

(Chapter 3.3)

4 Transaction audit observations j

Audit observations included in this chapter highlight deficiencies in the
management of PSUs, which resulted in serious financial implications. The
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irregularities pointed out are broadly of the following nature:

L]

avoidable payment of Rs.8.52 crore 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)

loss of revenue of Rs. 1.50 crore in three cases,

(Paragraphs 4.1, 4.11 and 4.13)

Unfruitful investment of Rs. 94.33 lakh in one case,
(Paragraph 4.4)

Diversion of grant-in-aid of Rs. 17.15 lakh in one case.
(Paragraph 4.6)

Gist of some of the important observations is given below.

Non-acceptance of rate by Himachal Pradesh State Forest Corporation
Limited offered by a party for bulk purchase of turpentine oil despite
known decreasing trend in rates resulted in a loss of Rs.18.04 lakh due to
subsequent sale of turpentine oil at lower rates.

(Paragraph 4.1)

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
Beas Valley Power Corporation Limited paid further price variation
increase of Rs.82.10 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 interest 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 Electricity Board though the supplier was exempted from payment
of the same, resulted in extending of an undue favour of Rs.1.29 crore to
the supplier on the purchase of conductor.

(Paragraph 4.8)

Failure of the Himachal Pradesh State Electricity Board to fix rates for
supply of conductors as per instructions contained in the tender document
resulted in avoidable overpayment of Rs.78.64 lakh.

(Paragraph 4.9)
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%

® Failure of the Himachal Pradesh State Electricity Board to obtain
documentary evidence of payment of excise duty from the supplier before
releasing the payment resulted in avoidable payment of excise duty of
Rs.73.48 lakh.

(Paragraph 4.10)

® The Himachal Pradesh State Electricity 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.

(Paragraph 4.11)
® Injudicious decision of Himachal Road Transport Corporation 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.

(Paragraph 4.13)
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1.1 As on 31 March 2007, there were 18 Govcrnment 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 compames) and three working
Statutory corporations as on 31 March 2006 under the control of the State
Government. The accounts of the Government companies (as defined in
Section 617 of the Companies Act, 1956) ate audited by the Statutory
Auditors who are appomted by the Comptroller and Auditor General of India -
(CAGQG) as per provision of Section 619 (2) of the Compames Act, 1956. These
accounts are also subject to supplementary audit t!)y the CAG as per provisions
of Section 619 of the Companies Act, 1956. The audit arrangements of the

Statutory corporations are as shown below:

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

accounts) Rules 1985 read

with Section 172 (a) and 185 ~

(2) (d) of the Electricity Act,

2003"
Himachal Road Transport Section 33(2) of the Road Sole audit by the CAG
Corporation (HRTC) Transport Corporations Act, .

1950
Himachal Pradesh Financial | Section 37(6) of the State Audit by the Chartered
Corporation (HPFC) Financial Corporations Act, Accountants and

1951 supplementary audit by

the CAG
Source: Provisions of the relevant Statutes.

@ One new company i.e. Himachal Pradesh Power Corporation Limited has been
incorporated and one non-working company i.e. Himachal Pradesh Road and Other
Infrastructure Development Corporation Limited has been revived

$ One company has become working company and Assets and Liabilities of one
company have been transferred to Hunachal Pradesh Infrastructure Development
Board

#

" Non-working compani_e:'s are those which | are wunder the process of
liguidation/closure/merger, etc.
The earlier provision of Section 69 (2) of the Electricity (Supply) Act, 1948 was
repealed by the Electricity Act, 2003
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', The State Government had formed (December 2000) the Himachal Pradesh
" Electricity Regulatory Commission and its aud1t is entrusted to the CAG under

Section 104 (2) of the Electr101ty Act, 2003.°

|

. Investmentin working PSUs

1.2 As on 31 March 2007 the total investment in 19 working Public Sector

: Undertakmgs (16 Govemment companies and three Statutory corporations)

was Rs.3, 886 32 -crore® (equlty Rs.749.04 crore, -long-term loans*:
‘Rs.3,136. 86 crore and share application money: Rs.0.42 crore) as against total

nvestment}of Rs.3,743.45 crore (equity: Rs.707.04 crore, long-term loans:
. Rs.3,033.93 crore and share application money: Rs.2.48 crore) in 17 working

1

- PSUs (14 Government compames and three Statutory corporatlons) as on
~ 31 March 2006 :

The invesFment (equity and long-term loans) in various sectors and
percentages! thereof at the end of 31 March 2007 and 31 March 2006 are
indicated below in the pie charts:

]

.Earlzer Sectzon 34 (4) of the Electricity Regulatory Commtsswns Act, 1998 repealed
by the Electrzcxty Act, 2003 -

State Govemment s investment in’ working PSUs . was Rs.779.35 crore
(others Rs.3,106.97 crore).  Figure .as per Finance Accounts 2006-07 was
Rs. 7['34 05 crore. The difference is under reconczlzatzon

Long term loans mentioned in palag)aphs 1.2, 1.3, 1.4 and 1.16 are excluding
mter'est accrued and due on such loans .

‘I
|
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ﬁ

Sector-wise investment in working Government
companies and corporations
(Rupees in crore)
(Figures in brackets are percentage)
As on 31 March 2007
Total Investment-Rs.3,886.32 crore

84.13 437.07
238.09 (2.16)
(13.84)

2.400.95
(61.78)

As on 31 March 2006
Total Investment-Rs.3.743.45 crore

33.09 288.61 31 .35
60.77
(1.62)
172.83

(4.62)

2.906.80

(77.65)

B Agriculture O Transport O Financing 0 Forest M Power M Miscellaneous
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An analysi|s of investrnent in working PSUs is given in the following
* paragraphs. '

Working Government companies

1.3 Total 1nvestment in workmg Government companies at the end of
* March 2006 and March 2007 was as follows: '

(Rupees in cmre)

212.26 346.29
663.38 825.05. .

2005-06
2006-07 16 ‘ ©161.25

Source: As per information furnished by the companies.

' The increase in investment was malnly due to addition of two' working
Government companies.

- Ason3l March 2007, the total investment in working Government companies
- - comprlsed 19. 60 per cent of equ1ty and 80.40 per cent of loans as compared to
.f 38.70 and 61. 30 per cent respchvely as on31 March 2006.

" Due to increase-in long-term loans’ mamly in Himachal Pradesh Road and
Other Infrz}structure ‘Development Corporation Limited, the debt equity ratio
of working" Government companies as a whole increased from 1.58:1 in
- 2005-06 t0/4.10:1 in 2006-07.

" The summarised statement of Government investment in working Government
.- companiesjin the form of equity and loans is given in Annexure-1I.

Working Statutory corporatzons
. 1.4 The total investment in the three working Statutory corporations at the
' end of March 2006 and March 2007 was as follows:
(Rg]pegs in crore)
5200607 °

Loan.

| Himachal Pradesh State . 28211 2,624.69 282.11 | 2,118.43
Electricity|Board (HPSEB)- .
Himachal Road Transport 126481 2380 |  277.11 159.96

RS Corpor'atio‘n (HRTC)

Himachal Fradesh Financial = S 28.5‘7 ' 173.18 - 2857 195.09
Cﬂoratlon (HPFC)

" |"Total = ; 575497

Source: As per information furnished by the corporations.

Himachal Pradesh Power Corporation Limited and Himachal Pradesh Road and
Other Infrastructure Development Corporation Limited
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The decrease in investment was mainly due to decrease in long-term loans in
Himachal Pradesh State Electricity Board.

As on 31 March 2007, the total investment in the working Statutory
corporations comprised 19.20 per cent of equity capital and 80.80 per cent of
loans as compared to 1694 and 83.06 per cent respectively as on
31 March 2006.

Due to decrease in long-term loans, the debt equity ratio of the working
Statutory corporations as a whole decreased from 4.90:1 in 2005-06 to 4.21:1
in 2006-07.

The summarised statement of Government investment in the working
Statutory corporations in the form of equity and loans is given in Annexure-1.

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

1.5 The details of budgetary outgo, grants/subsidies, guarantees issued,
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-I and I11.

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 1s given below:

(Amount: Rupees in crore)

' 2004-05 2005-06 2006-07
‘ Companies |Corporations| Companies |Corporations| Companies Corporatinms;
[ No. | Amount |No.| Amount | No. | Amount | No. | Amount | No. | Amount | No. Amountj!
L — 1 AT
Equity 3 | 170 | 2] 1441 [ 3| 120 [2]| 1270 | 4| 206 |1 | 1230 |
‘L_ e = —4'7—7 41 — 7*] 7|‘ = _— — — —
“ 0ians ] - - ' | 6.76 - - | 1.97 - - ‘ | 7.93
S S R B I B —
Grants - | - - - - | = | 3 =

| |
SESS e S —1’ = _i = _— B = JI - == e B | S g |
Subsidy 3 539 | 3| 7925 | 3| 485 [ 3 [12596| 5| 625 | 3| 5072 |
Total outgo| ¢° 7.09 |3*| 10042 | 6% | 6.14 |3* | 14063 | 9* | 831 |3*| 7095

Source: As per information furnished by the companies/corporations

These are actual number of companies/corporations which received budgetary
support in the form of equity, loans, grants and subsidy 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.10.60 crore) and two
Statutory corporations (Rs. 229.67 crore). At the end of the year, guarantees
amounting to Rs. 2.411.74 crore against six Government companies
(Rs. 627.81 crore) and two Statutory corporations (Rs. 1,783.93 crore) were
outstanding. There was no case of default in repayment of guaranteed loans
during the year. The Government had not forgone any amount by way of
loans written off or interest waived or given moratorium on loan repayment
during the year. During 2006-07, the guarantee commission payable to the
Government by one Statutory corporation (HPSEB) was Rs.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 financial year are
required to be finalised within six months from the end of the relevant
financial year under Sections 166, 210, 230, 619 and 619-B of the Companies
Act, 1956 read with Section 19 of the Comptroller and Auditor General’s
(Duties, Power and Conditions of Service) Act, 1971. They are also to be laid
before the Legislature within nine months from the end of the financial year.
Similarly, in the case of Statutory corporations, their accounts are finalised,
audited and presented to the Legislature as per the provisions of the respective
statutes.

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

Himachal Pradesh General Industries Corporation Limited, Himachal Pradesh State
Electronic Development Corporation Limited, Himachal Pradesh State Handicrafts
and Handloom Corporation Limited, Himachal Pradesh State Civil Supplies
Corporation Limited, Himachal Pradesh State Industrial Development Corporation
Limited, Himachal Pradesh Power Corporation Limited and Himachal Pradesh
Road and Other Infrastructure Development Corporation Limited
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1 1 2004-05 to 3 ’ 8
2006-07 }

2 ' 1 2005-06 and 2 | 10
2006-07 : .

3 7 ’ 2006-07 1 1,2,3,4,9,11 and 13

|
t
|
i
|

It is the responsibility of the administrative departrr#nts to monitor and ensure
that the accounts are finalised and adopted by the PSUs within the prescribed
period. Though the concerned administrative departments were informed
every quarter by Audit of the position of arrear in ‘Iﬁnalisation of accounts by
companies under their administrative control, no effective measures had been
taken and as a result, the net worth of these PSUls could not be assessed in
audit. ,
|
Fi inancial position and working results of working 1ZP’S Us

1.7 The summarised financial results of workmg PSUs (Government
companies and Statutory corporations) as per the lziltest finalised accounts are
given in Annexure-II. Besides, statements showing the financial position and
the working results of individual working Statutory, corporations for the latest
three years for which accounts have been finalised are glven in Annexure-IV
and V respectively. |

. 1 .
According to the latest finalised accounts, nine companies and two

corporations had incurred an aggregate loss of Rs. 2635 crore and
Rs.45.27 crore respectively and six companies and one corporation had earned
an aggregate profit of Rs.10.06 crore and Rs.1.88 crore respectively. Excess
of expenditure over income in respect of Hnnacha‘l Pradesh Road and Other
Infrastructure Development Corporation Limited |was reimbursable by the
State Government. i
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Working Government companies

Profit earning working companies and dividend

1.8 Out of seven working Government companies which finalised their
accounts for 2006-07, three* companies earned an aggregate profit of Rs.8.59
crore but only one company i.e. Himachal Pradesh State Civil Supplies
Corporati:on Limited, declared dividend aggregating Rs. 35.15 lakh. The
dividend as a percentage of share capital (Rs.36.83 crore) in the above three
profit ma;king companies worked out to 0.95. The remaining two profit
making companies did not declare any dividend. The total return by way of
dividend of Rs. 35.15 lakh worked out to 0.23 per cent in 2006-07 on total
equity investment of Rs. 150.34 crore by the State Government in all the
. : | . . . .
Government companies as against 1.44 per cent in previous year. The State
Governmént formulated (August 1982) a dividend policy for payment of
minimum/ dividend of three per cent. However, these guidelines were

complied with 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.1.48 crore. Two* companies earned
profit for two successive years.

Loss incurring working companies
. 1.9 Of the nine loss incurring working Government companies, four®

companies had accumulated losses aggregating Rs.141.97 crore which
exceeded their aggregate paid-up capital of Rs.51.75 crore.

Despite poor performance and complete erosion of paid-up capital, the State
Government continued to provide financial support to these companies in the
form of subsidy, 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 these four companies amounted to Rs. 1.09 crore.

Hi‘machal Pradesh State Electronic Development Corporation Limited, Himachal
Pradesh State Civil Supplies Corporation Limited and Himachal Pradesh State
Industrial Development Corporation Limited

# Hir‘machal Pradesh State Small Industries and Export Corporation Limited, Himachal
Balckward Classes Finance and Development Corporation and Himachal Pradesh
Tourism Development Corporation Limited
& Himachal Pradesh State Small Industries and Export Corporation Limited and
Hi‘machal Backward Classes Finance and Development Corporation
]

Himachal Pradesh Horticultural Produce Marketing and Processiﬁg Corporation

Lit:nited, Agro Industrial Packaging India Limited, Himachal Pradesh State
Htfndicrafts and Handloom Corporation Limited and Himachal Pradesh State Forest
Corporation Limited )

*F

Agro Industrial Packaging India Limited and Himachal Pradesh State Handicrafts
anid Handloom Corporation Limited
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Working Statutory corporations
Profit earning Statutory corporations and dividend

1.10 Himachal Pradesh State Electricity Board which finalised its accounts
for the year 2006-07 carned profit of Rs.1.88 crore, but did not declare
any dividend.

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 workin g Statutory corporations

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

Return on Capital Employed

1.13  As per the latest finalised accounts, the capital employed* worked out to
Rs. 966.08 crore in 16 working companies and total return® thereon was
negative as compared to total return of Rs.18.45 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 finalised 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.129.13 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-II.

- Himachal Road Transport Corporation and Himachal Pradesh Financial
Corporation

*
Capital emploved represents net fixed assets (including capital works-in-progress)
plus working capital except in finance companies and corporations where it
represents a mean of aggregate of opening and closing balances of paid-up capiral,
free reserves and borrowings (including refinance)

+

For calculating total return on capital employed, interest on borrowed funds is
added to ner profit/subtracted from the loss as disclosed in the profit and loss
account
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Status of zmplementatmn of the Memorandum of Understandmg between
the State Government and the Central Government

1 14 In p’urs;iance of the decisions taken at the Chief Ministers’ conference
on Power Sector Reforms, held in March 2001, a Memorandum of
Understandmg (MOU) was signed on 31 March 2001 between- the Ministry of
Power, Gov!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 Electricity Board was able to meet all the milestones set out in the MOU.
. 'State Electricity Regulatory Commission ‘

1.15 The Government of Himachal Pradesh constituted (30 December 2000)

' ithe Himachal Pradesh Electricity Regulatory Commission (HPERC), with one

' membcr undllar Section 17 (1) of the Electricity Regulatory Commissions Act,
'1998". The audlt of HPERC is entrusted to the CAG under Section 104 (2).of
'the Electncnty Act, 2003. HPERC had not finalised any accounts so far

(September ?007)

' Investment in n0n=working PSUs

1.16 As onr 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 crore (equity: Rs.34.79 crore and long-term loans Rs.670.47 crore)
~ason 31 March 2006.

’][‘he classification of the non-working Government companies was as under

.| Longterm loans .

Under liquidation

Under closure 18

(67(;.47)

|+ (Figures in brackets are for previous years)

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

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

; State Govem’ment s investment in-non-working PSUs as per accounts - of Companies and
Finance Accounts for 2006-07 was Rs. 3.87 crore.

! AHimachal Wo{rsted Mills Limited

B Nahan Founa ry Limited

10




Chapter I Overview of Government companies and Statutory corporations

Mills Limited, an official liquidator has been appointed 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 of Himachal Pradesh Health Systems Corporation
Limited have been transferred to Himachal Pradesh Infrastructure
Development Board. The process of striking off the name of this Company
from the records of the Registrar of Companies has been started. Nahan
Foundry Limited was under closure 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 closure.

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

1.17 During the year, the State Government had not provided any budgetary
support in the form of equity, loan, subsidy, grants, efc. to the non-working
company.

Finalisation of accounts by non-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 for the year 2006-07.

Financial position and working results of non-working PSUs

1.19 The summarised financial results of non-working Government
companies as per the latest finalised accounts are given in Annexure-II.

The yeir wise details of paid-up capital, net worth, cash loss/cash profit and
accumulated loss/profit of non-working PSUs as per their latest finalised

accounts are given below:

(Rupees in crore)

Yearof | Nuniber of | Paid-up | Networth | Cashloss(-)/ | Accumulated
latest companies | capital cash profit (+) | loss (-)/

finalised accumulated
accounts profit (+)

2005-06 3 33.87 29.55 (-)0.61 (-)4.50
2006-07 | 3.87 (-)0.62 L (+)0.01 (-)4.49 J

Source: Worked out by Audit from the audited accounts of PSUs.
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1.20 Separate Audit Reports (SARs) on the accounts of all the three Statutory
~corporations| for the period up to 2005-06 have been placed in the State
Legislature by the State Government.

'1.21 During the year 2006-07, there was no case of disinvestment and
_privatisation| 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 strlklng off name of this Company has been started. Himachal

' Pradesh Roa

d and Other Infrastructure Development Corporation Limited has

- been revived by the Government.

1.22 IDuring October 2006 to September 2007 the accounts of 14 companies
“were selected for audit. The net impact of important audit observations as a
result of audit of accounts of these PSUs was as follows:

@

Decrease in

profit
(i) | Increase'in 1 - 203.54 -
profit | )
(iii) | Increase in 1 1 242.74 52.96
‘ loss
“| (@v) | Decrease in 1 - 15542 -

loss

'+ Some of the major errors and omissions noticed in the course of audit of
-annual accounts of these companies/corporations are mentioned in the

- succeeding

Errors and

paragraphs.

omissions noticed in case of Government companies

' 1.23  Himachal Pradesh State Forest Corporation Limited
Accounts Jor the year 2001 02

®

Rs. 5]1 34 lakh allowed by the Income Tax Department as interest on
advance income tax deposit has been treated as adjustment against the

advz}nce income tax for the assessment years 1988-89, 1995-96,
1998-99 and 2001-02. This has resulted in understatement of ‘advance

{ _ 12
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income tax’ and profit by Rs. 51.34 lakh. No action has been taken in
spite of comment of the C&AG of India on the accounts for the year
ended 31 March 1998, 1999, 2000 and 2001.

. Current liabilities and Provisions include an amount of Rs. 1.21 crore
shown as payable on account of royalty (Rs. 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
creditors and understatement of Profit Rs. 1.21 crore.

Accounts for the year 2002-03

o Current Assets, Inventories-Stock Suspense include an amount of
Rs. 1.11 crore, being value of timber burat in fire in May 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
(Rs. 50.18 lakh), value of trees which were 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 Directors
(BODs) for write off. Non-provision of Rs.l.11 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 2001-02.

° 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 creditors and loss by Rs. 1.15
crore. This was also commented on the accounts for the year 2001-02.

Errors and omissions noticed in case of Statutory corporations
1.24 Himachal Road Transport Corporation (2005-06)

Loss for the year has 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.
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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 results 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/deficit and the
percentage of return on capital employed of the Board is as given below:

(Rupees in crore)
Sr. Particulars 2004-05 2005-06 2006-07
No. (Provisional)
1 Net surplus/(-) deficit as per books of (-)37.25 20.48 1.88
accounts
Subsidy from the State Government Nil 76.85 96.09
Net surplus/(-) deficit before subsidy | (-)37.25 (-)56.37 | (-)94.21
from the State Government (1-2)
4 Net increase/decrease in net surplus/(-) 32.33 (-)5.97 @
deficit 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 e
employed

Source: Annual Accounts and Separate Audit Report of Himachal Pradesh State Electricity

Board

Persistent irregularities and system deficiencies in financial matters
of PSUs

1.26 The following persistent irregularities and system deficiencies in
Himachal Pradesh State Electricity Board had 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 return on capital employed represents net surplus (+)/deficit (-) (after taking
into account impact of comments) plus total interest charged to profit and loss
account (less interest capitalised)
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~e - Consolidated statement showing year wise break-up of sundry debtors
- and further segregating them into good, bad and doubtful debts was not
_ prepared.

° An amount of Rs.5.57 lakh -in respect of Electrical Maintenance

Division, ' Bhabanagar was recoverable from. various firms since
1989-90.

1.27 Test check of records of Himachal ]Plradesh State Electricity Board/other
PSUs .conducted during. 2006-07 disclosed wrong fixation of
tariff/non- -levy/short levy of tariff/short realisation of revenue, etc. aggregating
Rs. 70.27 crore in 913 cases. During 2006-07, a |sum of Rs 9.59 crore relating
to 278 cases was recovered at the instance of Audit. :

1.28 The Statutory Auditors (Chartered Account ants) are required to furnish a
detailéed report upon various aspects including|the internal control/internal
audit systems in the companies audited in accordance with the directions
issued by the Comptroller and Auditor General of India to them under
Section 619 (3) (a) of the Companies Act, 1956 and to identify areas which
need improvement. ‘Directions/sub-directions ungier the Act, ibid, were issued
to the Statutory Auditors in respect of 20 Government companies. In
pursuance of the directions so issued, reports of Statutory Auditors involving
15 accounts of 15 Government companies were received (September 2007).

An illustrative resume of major comments matlie by Statutory Auditors on
- possible improvement in the internal audit/internal control system in respect of
~ State Government- companies is indicated in |Amnexure-VII. The major

comments were of the following nature:
o Internal audit coverage was inadequate.

e Four companies had not fixed maxindulm and . minimum limit and
economic order quantity for procurement of stocks and stores.

e “There was no system of obtaining balance c"onﬁlfmation from debtors.

1.29 Two Government companies, Agro Industrial Packaging India Limited
and Himachal ]Pradesh State Handicrafts and Handloom Corporation Limited
‘had incurred losses for the last five: years ehded 31 March 2006 and
31 March 2007 respechvely and had a negative net worth. In view of the

v

\
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continuous

losses, the Government may either improve the performance of

- these companies or consider their closure.

1.30 The "’p.d?sition of discussion of Audit Reports (Commercial)/(Civil
and Commercial) by the Committee on Public Undertakings as on

30 Septeml!)er 2007 was as under:

2005-2006

2001-2002 3 13 - 4
12002-2003 2 10 - 5
20032004 1 14 - 3
2004-2005, - 13 L 2

| 5 14 : :

- During 20

6-07, COPU met nine times and discussed oné review and twenty

six paragraphs.. Audit Report (Civil and Commercial) - Volume-II for the year
ended 31 March 2006 was placed before the State Legislature on 3 April 2007.

619-B companies |

131 There were three companles commg under the purview of Section 619-B

of the Compames Act, 1956 as on 31 March 2007 as against two such

' companies

as on 31 March 2006. During 2006-07, one company, Kinner

Kailash Power Corporation Limited was incorporated. Amnexure-VIIX
indicates the 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 avallable accounts.
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Audtt Report ( Commerczal) for the  year ended 31 March 2007 -

Iilntroduction N

2.11 The Hlmachal Pradesh State Forest Corporatlon Limited (Company)
was 1ncorporated (March 1974) under the Companies Act, 1956, with a view
to undertalge proper and scientific exploitation of forest resources in the State
by nationa\llising operation of extraction of timber to eliminate the agency of
contractors.

The affairs of the Company are managed by the Board of Directors consisting
of not less than two and not more than twelve Directors including the
_Chajrmani Vice Chairman and the Managing Director. The Managing
Director is the Chief Executive of the Company and he-is assisted by the
Executive | Director, the Financial Advisor, Company Secretary and four
Directors.| The Company has 14 Forest Working Divisions, five Himkasth
Sale Depots which are managed by the Divisional/Depot Managers and two
Rosin and Turpentine factories managed by the General Managers. The

organisational chart of the Company is given in Annexure-IX.

[ Scop

2.1.2 A review on the working of the Company was included in the Report
of the Comptroller and Auditor General of India (Commercial)-Government of
Himachal Pradesh for 1995-96. The review was discussed by the Committee
on Pubhc Sector Undertakings (COPU) in' November 2000. The
recommendatrons of COPU and action taken notes thereon were received in
© March 2001 and March 2003 respectively. There were no recommendations
of COPU relevant to the subject under present performance audit. Four Forest
Working Divisions from each of the two Directorates (North and South) were
.selected- for audit based on marked volume of trees taken over for exploitation
during 2092 -03 to 2006-07 which was' 10. 08 lakh cum as against the total
volume of trees of 14.98 lakh cum. The present Performance review,
- conducted 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 |Worklng DlVlsrons 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‘ver trees and transportation of extracted timber to road side and sales
depots durlng the last five years ended March 2007.
| .

. [Audit objectives

2.1.3 The audit objectlves of the Performance review were to ascertain
whether: [ : »

|
° the Company succeeded in e]mnnatlng contractors from the extraction
_ act1v1t1es

|

' Sht:'mla, Sawra, Rampur, Chopal, Mandi, Kullu, Dharmshala and Chamba
| .

I 18
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L Chapter II Peiformance Rewews relatmg to Govemment compames

e . the Company prepared annual Working plan well in advance in

consultation with the Forest Department and planned its activities
prudently; ,
® the forest/trees allotted to the Company by the Forest department and

forests/trees on private land bought by the Company were taken over
immediately after joint inspection of marking of forests/trees;

® the payment of royalty, sales tax, etc. to the Government and payment
to private forest/tree owners was made as per the rules prescribed by
the State Government;

e the felling of trees, extraction of timber and its transportation to the -
sales depots was done in an efficient, economical and effective
‘manner; and

© there was effective management information and internal control
system and evaluation mechanism in the Company. :

2.1.4 The audit criteria adopted for assessmg the achievement of audit
objectives were: :

° action plan and guidelines issued by the Company;

L rules relating to taking over of forest/trees and awarding of work for
felling and extraction of timber;

° ‘manual of procedure and instructions for the timber extraction and
working of Himkasth Sales Depot(Manual)

s orders of the State Government/Compalny relating to payment of

royalty and sales tax to the- Government and extraction and -
transportation charges to the contractors;

° provisions of the Himachal Pradesh Forest Produce (Regulation of
Trade) Act, 1982; and _
e . provisions in the Accounting System Manual.

2.1.5 The methodology adopted for achieving the audit objectives with
reference to the audit criteria was examination of \

® agenda papers and minutes of the meetmgs of the Board of ]Dmrecfrors

, and sub-committees, if any; |

1

° working plan and guidelines issued by the Company along with annual

budget vis-a-vis actual achievement;

o ~ records relating to marking list, takmg over of lots, allotment of works,
execution of work and payments to Labour Supply Mates, payment of
royalty, extension fee and interest, etc;
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The Company

- Failed to eliminate . .

the agency of
contractors from
timber extraction
works defeating
the very purpose
of setting up the
Company.

‘ Audtt Repon ( Commerctal) for the  year e emled 31 March 2007

® management information and internal control system and evaluation
mechanism along with Internal Audit Reports and Certified Annual
Accounts; and

® iss1!1e of audit enquiries and interaction with the Management.

| Audit findings~ | ..

2.1.6 Audit findings, arising from the performance review on Felling and

Conversioln of trees by the Company were issued (June 2007) to the
Government/Company and were discussed (7 August 2007) in the meeting of
the Audit Revnew Committee for State Public Sector Enterprises (ARCPSE).
The- Pnn01pal Secretary (Forests), Government of Himachal Pradesh and the
Managing| Director of the Company attended the meeting. The views
expressed by the members have been. taken into consideration while finalising

the rev1ew,.

| .
Audit findings are discussed in the succeeding paragraphs. | .

|
Timber Extraction Works . |

|

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 ef 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- [to 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

conditions 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
Committee known as ‘Pricing Committee’ constituted by the State
Government. '

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

! - :

The Manlagement stated (July 2007) that there is complete ban on green
marking and in view of salvage and scattered markings, it was not possible to

- use modern machine tools for exploitation works. Due to lack of

infrastructural facilities and skilled manpower, the departmental working of lot
was not possible. The reply is not tenable as the Company failed to initiate
steps for|promotion “of ‘departmental working to eliminate the agency of
contractors in a phased manner thereby defeating the very purpose of
tormatlonl of the Company.
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Deficient budgetary control .

|
|

- .Chapter II Performance Reviews relating to Government companies

P L

2.1.8 Budget is a quantitative, financial expression of a programme of
measures planned for a year. The budget is drawn up with a view to plan
future operations, allotment of funds and determined 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 control:

© The Company did not prepare annual budget plans well before the

- commencement of the financial years. There
and submission of budgets by the divisions, its
level and finalisation at head office. The ann
2006-07 were approved by the Board of Dir

were delays in preparation
consolidation at Directorate
wal budgets for 2002-03 to
ectors (BODs) after five to

eight months from the commencement of the financial year, indicating the
Jd-casual state of affairs/mo link between expenditure and income and total

lack of financial control and management.

© There was no system of reviewing/reportir

1g the actual performance

periodically with reference to targets with a view to analyse the reasons for
shortfall, if any and take remedial measures. Fact is, with delayed passing
of budget, review and reporting was of little consequence.

e Delay in finalisation of budget also means that
to spend money and during the first few mon

were constraints of expenditure.

® Delayed budget also led to delay in finalisation
The table below indicates the budgeted and actu

the Company had less time
iths of financial year, there

of annual accounts.

al  income, expenditure and

profit/loss of the Company for the last five years ending March 2007:
' : (Rupees in lakh)
- 72002-03 - 2003-04" _ -

. Budgeted- " -

200405

2005-06°

- |-.2006-07"

Income T 14,94530 13,720. 00 .13,823.00 15,316.25 14,827.07
‘Expenditure 14,935.00 15,033.00 14,243,00 15,186.75 14,741.41
Profit (+)/Loss (-) (-)420.00

CActuml -

(+_)10.30

(91,313.00

(+)129.50

(+)85.66

12,769.86

13,359.57

13,675.04

" 14,184.60

13,580.97

Income
Expenditure 14,760.20 14,504.20 " 13,804.05 14,272.52 14,075.51 .
Profit (+)/Loss (-) (-)1,990.34 | (-)1,144.63 (112901 (-)87.92 (-)494.54

" Variation -7 s
Income (-)2,175.44 (-)360.43 (-)147.96 (-)1,131.65 (-)1,246.10
Expenditure (9)174.80 (-)528.80 (-)438.95 (-)914.23 (-)665.90
Profit (+)/Loss (-) (-)2,000.64 (+)168.37 (+)290.99 ()217.42

(-)580.20-

Source: Annual accourits of the Company.

*

provisional

The figures of actual incomée and expenditure

for the years 2004-2007 are
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The Company
incurred loss of
Rs.55.82 crore in

timber extraction

works during
2002-06 as the
cost of extraction
of timber was
higher then the
sale value.

Audtt Report ( Commerctal) for the 2 year ended 31 March 2007 ]

Huge vari%ltions both in budget allocation and expenditure indicated that the

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

The Mana!gement stated (July 2007) that efforts to streamline the system for
preparation of budget in time were being taken. The Principal Secretary
(Forests) durmg ARCPSE meeting (August 2007) also emphasized the need
for analysing the variations and taking effective measures to minimise them.

‘Working results

219 The working results of timber extraction works for the five years ended
March 2006 are given in Annexure-X. It would be seen from the details in
the Annexure. that the Company incurred loss in timber extraction works in
each year 'during the period of review and total loss incurred during the five
years amounted to Rs.55.82 crore. The cost of production of timber during the
last five years was 5.10, 24.96, 15.39, 1.38 and 8.90 per cent higher than the
sale value

As against the loss of Rs.55.82 crore in timber extraction works of the
Company |during 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 generated by other activities was absorbed by losses in timber extraction
works

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 in working of timber and also to study the working of adjoining hill
states to make suitable recommendations to reduce/eliminate the losses. The
Committee was required to submit its report within three months. The report
had, however, not been submitted so far (August 2007).

The reasons for losses as analysed in audit were as under:

® .delay in working of lots resulting in deterioration of timber and
payrnent of extension fee;

© : huge losses in the working of pnvate lots on royalty basis;

® total dependence of the Company .on contractors for
extractlon/auctlon/sale of timber desprte hav1ng surplus manpower;
and

° payment of interest on delayed payment of royalty.

The Mana’lgement confirmed (July 2007) the working results and the reasons
for the losses as analysed by Audit. Effective steps need to be taken to

minimise the losses.

!
!

" Accounts of 2006-07 not finalised
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.Chapter II Performance Reviews relating to Government companies

Timber extraction works |

2.1.10 The table below indicates the volume of trees marked, royalty and
the last five years ended

sales tax payable and timber. obtained  during
2006—07:

Vou e marked/taken

2002-03

2.15

2003-04 1.90

2004-05 171

2005-06 1.87 -
2,02

2006-07

Source: Compiled from the relevant records of the Company.

The above details shows that royalty of Rs.155 crore 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 agamst this, royalty of Rs.124.76
crore and sales tax/value added tax of Rs.30.39 crore was due for payment up
to March 2007. Out of above, only Rs.21.09 crore. was outstanding (June
2007) and the remaining amount had alread}lr been paid to the State
Government. The amount of Rs.21.09 crore compmsed of Rs.15.05 crore
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 balanlce amount of Rs.6.04 crore
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 relco'ncilijation and subsequent
delay in payment of royalty results in payment of interest for the period of

delay as pointed out in paragraph 2.1.13 infra.

The Management attributed (July 2007) the df:layJ in ' making timely 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. | The reply is not tenable as
being a commercial organisation, the Company| should manage its affairs
efficiently and economically and co-ordinate 1ts| activities with the Forest
Department at highest level for timely ﬁxatlon of royalty rates. The
reconciliation should have been completed in tlme to avoid unnecessary

payment of interest. . . |

|
N

|

Sales tax was payable @ 30. per cent up to 2004-05 but the same has been
substituted by VAT @ 12.5 per cent. from 1 Aprll 2005
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) Audtt Repon ( Commerczal) for the 2 year. ended 31 March 2007 -

!

Delay in rJecezpt of marking lists; taking over of lots and non-preparation of
plan by the Divisional Managers

2.1.11 As!per rules, the marking lists for khair, chil, fuel wood, coppice and

bamboo et‘c -are to be received by the Company from the Forest Department

by 15 September of the year in which the lots are to be worked and for fir,

_spruce, delodar kail etc. by 15 December of the preceding year during which

. the lots are to be worked. No marking lists should be received either by the

Directors or 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 inspection by the field staff of the Company within one month from the
receipt of marking lists. A plan of operation for exploitation of the lots has to .
- be drawn by the Divisional Managers of Forest Working Divisions of the
Company in 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 in five" Forest Working Divisions, marking lists of 74 lots were

received a]:fter 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
hsts/takmg over of lots and non-preparation of plan by the Divisional
Managers| 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 valuing Rs.38.80 lakh as brought out in paragraphs

2.1.13 and 2.1.15 infra respectlvely

The Management -assured (July 2007) to look into the matter. The Principal
Secretary '(Forests) also assured (August 2007) during ARCPSE meeting that
the mstructlons would be issued to the field units for not accepting the lots
' after the scheduled date without the approval of the Managmg Director.

. Excess payment of royalty and value added tax

2,112 Th‘e royalty rates are fixed by the State Government on the
recommer‘ldations of the Pricing Committee constituted by it on advalorem
basis as a percentage of weighted average sale rates as  worked out by the

Company‘based on rates obtained in auctions during the precedmg year.

The Com]pany paid royalty for 2005-06 lots at the rates fixed by the Pricing
Commlttee on the basis of weighted average sale rates of 2004-05 as furnished
(July 200?) by the Company. As the rates furnished by the Company for
2004-05 were abnormally high, the MD got the matter investigated by the

| _ Director (Marketmg) and the revised weighted average sale rates were

forwarded (December 2006) to the Principal Chief Conservator of Forests for

Shimla, Chamba Chopal, Sawra and Rampur
Shi mla, Chopal Rampur, Sawra, Dharamsala, Chamba, Kullu and Mandi
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Intimation of
incorrect input

resulted in fixation

of higher royalty
rates and
consequential

excess payment of
royalty (Rs.2.10 -

crore) and value
added tax
(Rs.26.29 lakh).

Non-payment of
royalty on due
dates resulted in
payment of
interest of
Rs.52.76 lakh on
royalty during
2003-07.

. Audit in due course.

!

Chapter I Performance Rewews relatzng to Government compames

rectlflcatlon of royalty rates by the Pr1c1ng Committee. The Pricing
Committee directed (February 2007) the Pnn01pal Secretary (Forests) to take
stock of the correct position and recommend the action to be taken in the next
Pricing Committee meeting. Final outcome Was still awaited (August 2007).
The Company did not take action against the officials responsible for
furnishing incorrect information relating to rates of 2004-05. Intimation of
incorrect weighted average sale rates of 2004- 05 resulted in fixation of higher
royalty rates and consequential excess payment| (June 2006) of Rs.2.36 crore
(royalty: Rs.2.10 crore and value added tax: Rs. 26 29 lakh) which is yet to be
recelved back from the State Government.

The Management admitted (July 2007) the facts. The Principal Secretary
(Forests) stated (August 2007) during ARCPSE| meeting that the revised data
furnished by the Company would be examined and final outcome intimated to

Avoidable excess payment of interest and extension fee

2113 Royalltyvfor trees taken over by the Combany from Forest Department

is required to be paid to the Department in two [to ten installments depending
upon the working period of lots. Delay in payment of installments of royalty
attracts interest at the rate of 9 per cent per annum payable to the Forest
Department with effect from April 2004 (prior to this, the rate of interest was
11.5 per cent per annum applicable with effect from 1 April 2001). The
Company did not pay the installments of royalty|on the due dates and thus had
to pay Rs.52.76 lakh to Forest Department as interest on royalty during
2003-07.

Further, as per the. standard terms and condltlons| of agreement with the Forest
Department, the Company is required to complete the work of lots within the
working period allowed by the Forest Department for completing the
extraction work of lot in the forest. The Company can seek extension in
working period on payment of extension fee for'| the extended period. As per-
decision of the Pricing Committee (August 2001) of the State Government, the

Company is liable to pay extension fee as under:

® 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,). . !

° If royalty has not been paid, at the rate of 1.5 per cent per month

- (18 per cent per annum) for first extens1cTn and at the rate of 2 per cent
per month (24 per cent per annum) thereafter.

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

) Test check .of records in five" Forest |Workmg Divisions revealed

. (April 2007) that out of 292 lots taken over during 2003-06, the work
of. 288 lots was awarded to the Labour Supply Mates (LSMs) after
delay of one to 17 months from the start of the working period.

Shimla, Rampur, Chopal, Chnmba and Sawrrz
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The delay in
allotment and
completion of
work resulted in
avoidable
expenditure of
Rs.57.56 lakh.

Audit Report (Commercial) for 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 allotment and
completion of work resulted in payment of extension fee of Rs 77.49
lakh to the Forest Department in respect of 115 lots in these five FWDs
during 2000-01 to 2004-05 against which Rs.19.93 lakh only was
recovered from the LSMs under the provisions of the agreement for
delay of one to 14 months in execution of work. This resulted in
avoidable expenditure of Rs.57.56 lakh. So far (August 2007), the
Company has not devised mechanism for awarding work immediately
after taking over lots, avoiding delay in execution and recovery of
entire amount of extension fee from the LSMs for delay in completion
of work.

. The financial prudence demands that to avoid payment of extension fee
at higher rates, royalty should be paid in time on scheduled dates.
Scrutiny of lot files revealed that the four” Forest Working Divisions of
the Company either did not pay or made part payment of royalty
relating to lots of 2002-03 though royalty for ensuing year’s lots was
paid as per schedule. This resulted in avoidable payment of 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.9.81 lakh thereby resulting in saving of
Rs.39.22 lakh.

The Management stated (July 2007) that the royalty could not be paid in time
due to financial constraints and availing of cash credit from the banks was not
advantageous as the bank interest rate was higher than the rate of interest
being charged by the Forest 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 evolving of any
other mechanism was not possible. The reply is not tenable as the
non-payment of royalty in time and non-working of lots within lease period
made the Company liable to pay interest and extension fee respectively at the
rate, which was much higher than the interest rate of 11.75 to 10.25 per cent
per annum being charged by banks on cash credit during the period 2002-03 to
2006-07. Besides, the reasons put forth for payment of extension fee were
controllable and the payment could have been minimised by better
co-ordination with the Forest Department and managing the affairs of the
Company economically and efficiently.

Loss due to faulty taking over of lots

2.1.14 On the recommendations of the Pricing Committee, 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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- royalty of Rs.42.76 lakh including sales tax.

these would be treated as received in the ncxt 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. Durmg test check of records in five"
Forest Working Divisions, it was noticed (April 2007) that the marking lists of
11 lots due for exploitation during 2002-03 and |28 lots due for exploitation
during 2003-04 were received by the Company in January and February 2002
and February to June and October 2003 respecti\vely 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. The royalty rates were reduced
in the subsequent years. The concerned Divisional Managers, however, did
not consider these lots for the subsequent years resulting in excess payment of

Loss due to delay in working of lots by‘Labour Supply Matés (L»SMS)-' '

2.1.15 The work of felling, conversion and carrjage of timber up to road side
depots of four lots”™ was awarded between July 1997 and July 2001 to LSMs
which was scheduled to be completed between June 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 cancelled 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 -

Rs.38.80 lakh on account of less extractlon of timber/timber . found .
rotten/extension fee paid to the Forest Department. The cases filed .
(October 2004 and May 2006) by the FWD, Chopal with the Arbitrator

(Director South of the Company) against the first LSMs 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 LSMS in accordance with the .
clause 12(a) of the agreement in respect of remaining two lots.

The Management admitted (July 2007) during ARCPSE meeting that two
cases were pending with the Arbitrator for deéision. It assured that the

necessary action in remaining two cases would alsc‘f be initiated.

Wasteful expenditure on purchase of timber toolsi

2.1.16 Revised terms and conditions of tender (c’ondition No. 16) circulated
(July 2000) by the Company for implementaﬁqn during timber extraction
works, inter alia, provided that successful tenderers would arrange labour,
tools, godown and accommodation at their own cost and the Company would'

have nothing to do with such arrangements.

i
{
i
|
|

!
|
H

|
Chopal, Rampur, Sawra, Chamba and Kullu .. | -
* {No.10/2001-03 (Dhartasuli: Rs.10.79 lakh), No. 6/97 99 (Kandq uni: Rs 20.95 lakh),
No 4/2001-02 (Chamba: Rs.4.56 lakh) and No. 17/2001 02 . - :

(Churah:Rs.2.50 lakh)}

27

1
I
|
|
|
t



Audit Report (Commercial) for the year ended 31 March 2007

Test check of records (April 2007) revealed that three' Forest Working
Divisions purchased timber tools valuing Rs.21.28 lakh during 2001-2007 for
supply to the LSMs. In view of revised 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 (July 2007) that the matter was being looked into.
Excess payment due to incorrect accountal of wet lead !

2.1.17 As per practice in vogue, normal wet lead is taken as half of 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 carriage 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 payment of Rs.12.16 lakh to the LSMs in three’
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 accountal
of normal lead would be followed in future.

Loss due to payment for inflated lead

2.1.18 As per rules,” leads for manual and mechanised carriage etc. have to be
measured, fixed during planning and mentioned while inviting tenders or
allotting the work.

The work of ‘khad” floating was awarded (November 1999) for Rs.67.68 lakh
to a LSM by FWD. Sawra on lowest rate of Rs.1,490.05 per cum against
schedule rate of Rs.1,753 per cum. The work was started in December 1999
and completed in March 2001.

During currency of work, a dispute arose regarding lead (distance of river up
to Mohri Khatal) and after re-measurement (October 2000) by the DM of
FWD, Sawra, the lead was found 35 KM as against 52 KM taken for working
out the schedule of rate while calling for tenders. Accordingly, the re-worked
contract value of Rs.44.57 lakh was released (June 2001) after withholding
Rs.22.11 lakh.

Dharamsala, Chamba and Mandi

Wet lead is the distance of marked forest from one end to another for carriage of
timber

Shimla, Mandi and Chamba

Para 1.3 of Procedure and Instructions for the timber extraction works and working
of Himkasth Sale Depots

Lot No. 5/96-97 {(Chinon) from Foot-Odor (Dodra Kawar) to Mohri Khatal (UP))
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Failure to follow
the laid down
procedure
resulted in
non-adjustment
of royalty and
‘'sales tax of

.- Rs.85.95 lakh
paid in respect of

rotten trees.

Aggrreved by the action, the LSM filed (Aprrl‘ 2002) a case in the Hon’ble
High Court which referred the matter to the Arbltrator 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 apprelllensmn of losing the case due
to its failure to mention the distance wof lead in the tendered
document/allotment letter. Thus, non- adherence to the prescrrbed procedure '

resulted in a loss of Rs.20 lakh. 5

The Management admitted (July 2007) that thlrs happened due to a system

failure and that the lead was now being taken as 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 agreement ¢ deeds to make the system '
more transparent and rehab]le L

i
Non-adjustment of royalty and sales tax of rotten trees -
| .

2.1.19 As per the decision (October 1999) of tﬁe 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 cent of the marked volume. -In
order to ascertain the quantum of the rotten/hollow trees, joint inspection has
to be conducted by the officers of the Company and the Forest Department on

the request of the Company within two n‘llonths of felling of trees.

'Rotten/hollow trees are those which have 25 per cent Or more rottage or -

hollowness at the stump cross section. |

It was observed (April 2007) that in seven lots of four” Forest Working
Divisions, the joint inspection of lots was not got conducted within the.
stipulated period of two months and no efforts \%vere made at highest level to.
ensure the presence of officials of Forest Department to verify. the rotten -
volume of 13,684 cum. This volume was more than five per cent of the
marked volume in each lot. As a result, royalty and sales tax of Rs:85.95 lakh

paid on these rotten trees to.the Forest Department could not be got adjusted

and resulted in loss to the Company. ! :

In ARCPSE meeting, the Management stated (August 2007) that the matter
was under consideration of the Pmcmg Comnittee and it would be settled as
per their decision. ;

i
Loss due to non—workmg of lots \

2.1.20 As per rules the trees standing on very steep and rocky portlons hke]ly
to be damaged during felling or conversion, should not ordmarrly be marked

and if marked, should not be taken OvVer. . ;

*

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

Non-streamlining of
procedure for )
recovery of dues
from the Forest
Department on

account of supply of

_ fuelwood and
timber to tribal
areas resulted in

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

Audtt Report ( Commercml) for the e year ended 31 March 2007

It was 'not]iced (April 2007) that standing volume of 4,454 cum and felled
volume of] 2,716 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 shov(vn as work-in-progress and stock suspense till date (August 2007).
Taking over of these lots in contravention of the procedure and instructions

resulted in loss 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.

Delay in r«‘ealisation of dues for supply made to tribal areas

2.1.21 The Company supplies fuelwood, charcoal and timber to tribal areas of
the State through the Forest Department. The sale proceeds are also received
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.
During 2005- 07, the Company further supplied 140.192 cum timber and

- 1,05,894 quintals 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 rrrade during 2002-07. Thrls, total recoverable amount from the
Forest Department as on March 2007 amounted to Rs. 6 crore. It is pertinent
to mentlon 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

- paid by the Forest Department/Government to the Company for delay in °

payment of dues for supplies made to tribal areas. As the Company arranged

funds for meeting its day to day working capital requirement by obtaining cash
credit facrhty from different banks at interest rates ranging from 11.75 to
10.25 per cent during 2002-03 to 2006-07, non-reimbursement of dues by the
Forest Department/Government for a long perrod resulted in loss of interest of
Rs.50.30 Jakh to the Company.

The Principal Secretary (Forests) 1‘n the ARCPSE meeting stated
(August 2(;)07) that the system was being streamlined for timely reallsatlon of
dues of the Company.

Irregular writing off shortages/driage : _
2.1.22 As| per rules, the ]phys1ca1 verrﬁcétlon of tlmber fuelwood and

. pulpwood|lying in retail sale depots is required: to be conducted at the end of

each financial year so as to see that stocks as. per books of accounts are
physically|in existence and also to work out the normal wastage on account of
driage and action taken for abnormal Wastages/shortages

The Forest Workmg Division, Kullu did not work out\normal and abnormal
shortages |of pulp and fuelwood in its retail sale depots on regular basis.
During 2002-03, 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
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books and stocks physically verified. Shortages were attributed to

dnage/wastage in handling which were not worked out/allowed to the depots -
earlier. =~ These shortages valued ‘at Rs.22 ‘45 lakh were written off

(January 2004) by the Divisional Manager of the Forest Working Division
though he had no authority to do so. The Company neither investigated the

reason for non-conducting of physical verification prior to 2002-03 nor taken' -

action against the Divisional Manager for exceedlng his power to write off the
shortages

The Management admitted (]'u]ly 2007) the ]lapse on the part of concerned

Divisional Manager in acting beyond the delegated powers. It was assured

that the matter would be placed before the Board of Directors for further -

action. '

Failure to investigate the cases under stock suspense

2.1.23 The cases of loss of timber due to floods, fire, ghall” theft, shortage in
transportation, etc. are shown under the head stock suspense pending
enquiries/recoveries/settlement/write- -off, etc. by the appropriate authority. At
the end of 2000-01, the stock suspense amounted to Rs.4.79 crore. The

Company further transferred Rs.3.66 crore to suspense head during 2001-02 to

2005-06.. After recovery of Rs.1.41 crore and writing off Rs.27.53 lakh 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 appeamng under this head in Kullu

and Sawara FWDs revealed that the cases pertamed to 1982-2005. The

Company did not review the cases periodically to identify the administrative

action to be taken in each case. Though, -the Cham'nan of the Company also
emphasised (February 2004) the need to clear the items under this head, the

Company did not make any serious effort to mvestlgate the cases and clear the

suspense head (July 2007).

|
The Management stated (July 2007) that a committee has been const1tuted to

look into these cases.

Explmtatwn of pnvate timber

2.1.24 Sale of private timber was nationalised iI:Il the State-in January 1983. '

Accordingly, the Company was entrusted with the exploitation of private trees

and sale of timber obtained. The purchase and sale of private timber is

regulated by the H. P. Forest Produce’ (Regulattollt of Trade) Act, 1982. The
price to be paid to the tree owners is-notified by ithe State Government under

Section 7 of the ibid Act. During 2001-03, the price (royalty) of standing trees -

was paid to the owners at the rates fixed by the State Government -and the

timber- extracted was sold by the: Company as- its own. From 2003-04 . -

|
Ghall is a process of transportatzon of umber through rtver from forest to road side
depots

*
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onwards another system of sale hnkedl price for working of pnvate lots was
mtroducedl by the State Government. Under this system, the sale proceeds are
pa1d to the jowners after deductmg actual direct expenses incurred by the
Company with interest and 15 per cent handling charges. The owners of trees

;are required to-exercise option for either of the two methods. An option once

exer01sedl was to be ﬁna]l and mrevocable ‘

’][‘he standmg volume of trees taken over erom the pnvate tree owners and
paymem: made thereagalnst durmg 2002-03 to 2006-07 was as under:

| 200203 | 42,013 - 847.00 2,016.04
' 2003-04 49,750 63975 1,285.93
12004-05 || 44110 | ' 68746 1,558.51
11200506 41,859 554.09 1,323.71
200607 52,399 | 628779 - 1,200.00

g Source Complled from the relevant records of the Company

][n this regarjl the followmg pomts were noticed.

lLoss due to fi ixation of hlgher royalty rates Jor exploitation of pnvate trees

IR ,F&aﬁ@- 01‘[‘ ﬁﬁigher 2 11. 25 Scrutmy of records revealed that the Company incurred loss of Rs.8. 82

_royalty rates for - . ' crore dutrmg| 2001-02 and 2002-03 on exploitation of private timber (Rs.3.40

_exploitationef - .. crore in 20|01 -02 in six' Forest Working Divisions and Rs.5.42 crore in

. - private trees. 2002 03 in nine” Forest Working Divisions). Test check of records relating to
. resilted im loss of - -

. Rs.1/74 crore on : exp101tat10n of private trees for 2001-03 in Shimla Forest Working Division

exploitation of 67 i revealed that out of 87 private lots exploited on royalty basis, the division was

" lots during - S not able to recover even the direct costs incurred on exploitation of 67 Jots and

- 2001-03. - . 7. ‘f “thus, sustained a loss of Rs.1.74 crore. It was observed that-the main reason

for loss was fixation of higher royalty rates by assuming obtainable yield at a
]h1gher rate. | Though, the MD is one of the members of the Pricing Commiittee,
yet he failed to furnish the realistic data of assumed yield to :the Pricing
' Committee so that the royalty rates could have been fixed on realistic basis

: A aJnd financial loss to the Company would have been avoided. -

3 ‘ ’J[‘he Manage ment adrmtted (July 2007) the facts and stated that the system was
RE changed from 2003-04 and the Company did not incur further losses.

o ‘Shimla,‘Na_han,‘ Solan, Mandi, Hamirpitr and Una
R Shimla, Nahan, Chopal, Nerwa, Solan, Fatehpur, Kullu, Hamirpur and Una
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Excess payment to private tree owners

2.1.26 ‘As per final economics (December 2004) of a private lot (Kotgarh) an
amount of Rs.31.99 lakh was payable to the Specml Power of Attorniey (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 ﬁake less yield into account
while releasing second and third installment of royalty to safeguard its interest,
though the actual yield was known to the Company at that time. The final sale
proceeds (December 2004) amounted to Rs.63.94 lakh and only Rs.31.99 lakh
was payable to the SPA, however, the Company '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 recovery of the same in the High
Court against the SPA and tree owners. Fi1;1a1 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 lapse 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
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 * 5241
2006-07 - 2.02 0.97 1 48.02

Source: Compiled from the relevant records of the Company.

*

SPA: A person authorised by the tree owners for dealmg with the Company on their
behalf
Also includes timber not transported during the last year
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Downgrad}ing of timber

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 Were no reasons on record for decrease in transportation of extracted

timber

|
|

. 2.1.28 When timber is received at the HSDs, it is 'eategorised according to
-quality as Srnuda 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 durmg the last. five’ years

ended 31 March 2007:

2002-03 1,17,795

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

2004-05 - 95124 | 14,803 15.66

2005-06 1,04,179 2,810° 2.70
142"

" transportation of

12006-07 11,01,820

Source: Compiled from the relevant records of the Company

Itis ev1dent from the above details that out of 5,52,227 cum timber sold durmg
2002-07, 65 784 cumwas sold as C class at the rates which were lower than
the average sale rates of B class timber by Rs.4,418 to Rs.5,899 per cum.” The
extractionl 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- anSr mechanism to check the quality of timber extracted in the Forests
and as such there are possibilities that the C grade timber was being extracted
by LSMsland yet the payment was bemg made to them. In the absence of

Delay in

timber to sale
depot resuited in
deterioration of

quality and

. consequent less . records to show the quality of timber extracted in the forest, it is presumed that
realisation of © the quahty of timber deteriorated during long transit period due to exposure to
revenue of vagaries of weather resulting in its classification as C class and consequent
Rs.31.77 crore on [
its sale less realisation of revenue of Rs. 31 .77 crore.

The Principal Secretary (Forests) stated (August 2007) in the ARCPSE
meeting that the procedure of gradlng the timber had been modified and there
had been ‘cons1derable decrease in the quantity of C Class timber in 2005-06.

This is due to change in system of classification of timber in HSDs eﬁ‘ectitze from
September 2005 o
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It is a fact that due to modifications of the procedilre 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 substantlally to Rs. 6641 per cum

in 2005-06 and Rs.7,338 per cum in 2006-07 from Rs. 8663 per cum in
2004-05. It is thus 1ndlcat1ve of the fact that the moohfled procedure had not
served its purpose.

Loss due to non-deduction of service tax

'2.1.29 GOI amended (December 2004) the Serv1ce Tax Rules, - 1994 with
effect from 1st January 2005. The amended :Rules provide that where
consignors or consignees are falling under the specific categories provided in
the Service Tax Rules, service tax is required to be paid by them instead of

- goods transport agency. As the Company falls under the specified category,
service tax at the prescribed rate was required to b:e paid by it after deduction
from the freight paid to the transporters for trarisportation of timber. The
Company, however, did not issue instructions to its 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 penod 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 transporters and efforts were
being made to recover the remaining amount.

Arbitration cases

2.1.30 In terms of Clause 27 of the standard agréement 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 noticed (April 2007) that in
almost all cases, the Arbitrators were officersi of the Company. The
Arbitration Act, 1940 provide for giving award w1th1n 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
2000-01 2
2003-04 3
2004-05. 7
| 2005-06 9
2006-07 4

Source: Compiled from the relevant records of the Company.

Dharamsala, Mandi, Sundernagar, Kullu, Chamﬁa, Fatehpur, Una, Hamirpur,
Shimla, Sawra, Chopal, Rampur, Solan, and Nahan '
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The Company
failed to reduce
the surplus
manpower. Salary
and wages paid to

surpius manpower :

during June 2003
to March 2007
amounted to
Rs.8.75 crore.
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It would be seen from the above details that the pendmg arbitration cases were

five months to nine years old.

The M;irragement stated (July 2007) that ‘the Arbitrators were-to perform

_quasi—judilcial function and they could not be forced to decide the matter
without following complete procedure. The reply is not tenable as the time

limit presicrrbed in the Arbitration Act for dec1d1ng cases should have been
adhered to.

Wanpﬁ T

Surplus manpower

2.1.31 The Company did not review the requirement of manpower till March
2003 thoﬁgh the marked standmg volume fell from 6.87 lakh cum in 1990-91
to 3.32 cum in 2002-03. On the directions (April 2003) of the State
Govemment the Company assessed (May 2003) the position of staff and
75 regular and 978 daily waged employees were declared surplus. As on
March 2007 the number of surplus employees was 1,008 (2 regular and 1,006
daily waged) and wages paid to them during June 2003 to March 2007
amounted to Rs.8.75 crore (Regular: Rs.11.84 lakh and Daily waged: Rs.8.63
crore). TJ[‘hough the matter for deployment of surplus manpower in other
orgamsatlons was being pursued with the State Government, the surplus staff
was still August 2007) on the roll of the Company.

The Principal Secretary (Forests) in the ARCPSE meeting informed
(August ?007) that the Government had decided to absorb the excess
manpower. of the Company in the Government Departments. The actual
deployment of the surplus manpower in other departments was, however,
awaited (August 2007).

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

'2.1.32 Two Stenographers being shown as working at the Head Office and
FWD, Shimla were actually working in the State Government Secretariat since
January 1996 and April 2001 respectively. Orders of the competent authority
for allowing them to work in the State Government Secretariat were not on
record. ‘lFrom January 1996 to 31 March 2007, the Company incurred an
expendltlllre of Rs.23.49 lakh on their pay and allowances without taking any
work from them resulting in payment of idle wages. It is also pertinent to
mention |here that Forest Working Division .Kullu, Mandi, Nahan, Sawra,
Rampur and HSD Baddi were working without stenographers.

The Printcipal Secretary (Forests) in ARCPSE meeting stated (August 2007)
that efforts would be made to send these ofﬁ01als to the State Government on

deputaudn basis.
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2.1.33 Corporate governance is the system by which Companies are directed
and controlled by the Management in the best interest of the shareholders and
other stake holders ensuring greater lranspareney and better and timely
ﬁnancial reporting The Companies are go'vem'ed through the BODs.

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

In this regard, the following deficiencies wé_re noticed:

- |
e None of the 20 meetings of the BODs held during 2002-2003 to 2006-07
had full presence of the members of the BODs. '

e Nominee of the Finance Department (Fmancml Commissioner Cum
Secretary/Principal Secretary (Finance) did not qttend 15 meetings.

® One of the non-official Directors was engaged in timber extraction works
as a LSM in Forest Working DivisionI Chamba without any
disclosure/declaration of his mterest as requnred under section 299 of the
Companies Act, 1956.

e After admitting (March 2005) that lack of profess1ona1 management was
also one of the contributory factors to. the {losses of Public Sector
Undertakings (PSUs), the State Government stressed (March 2005) the
need of recasting the BODs of PSUs by mductlng at least two independent
and professionally qualified Directors for giving valuable support to the
senior management to run the PSUs along professional lines and instructed
(March 2005) the Forest Department for taking éppropriate action. Audit,
however, noticed that neither the Forest Department nor the Company had
taken requisite action so far (August 2007). J ‘

" The Management stated (July 2007) that the State;Government had to take
action regarding appointment of professional | 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 bemg worked out.

[ Inter

Internal control _ , ~E

2.1.34 Internal control is an integral part.of the process designed and effected
by the Management of an organisation to achie:ve its specified objects
ethically, economically and efficiently. It helps in creating reliable MIS for
effective decision making. Internal Control System is most effectlve when it
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is built lllltO the entity’s mfrastructure and is an integral part of the essence of
the organisation. In order to exercise internal control upon the activities, the

organisation should have functional and internal audit manuals.

. _ In.this regard, Audit observed as under:

© The Rresent functional manual (viz. Procedure and instructions for timber
extraction work and working of Himkashth Sales Depot) was prepared
long back in 1988. The same has not been updated to include important

instrdctions issued from time to time in regard to working of the Company.

e The procedure laid down in the revised Accounting System Manual

regarding maintenance of cash book i.e. crediting/debiting. the cash book
with |cash received, other receipts, cash withdrawn from the banks and
payment of expenses, daily closure of cash book, daily working of
balan‘ces, counting of cash in hand, and signing of cash book daily by the
cashi:er and the supervisory officer was not followed by Forest Working
‘Division, Sawra. Taking advantage of the lapse, an official of the division
suspectedly misappropriated Rs.4.88 lakh during 2005-07. After being
pomted out by Audit, the Management started (May 2007) looking into the

matter. Final action was awaited (August 2007).

® The Company d1d not have an effective MIS. The Head Office of the
Company obtained voluminous ‘technical, financial and non-financial
information from the Directorates and Forest Working Divisions through
various periodical returns or one time collection of information. Such
returns, received by various sections of the Company, are not put to use for
development of master data base. Due to lack of consolidation and
ana13’131s of data, the top Management was not able to utilise it for effective
monitoring and decision makmg

|

@ Accounting System Manual prepared (March 2004) by a firm of Chartered
Accountants at an expenditure of Rs.2.47  lakh was only partly
implemented by the Management.

The Management stated (July 2007) that there was always a scope for
improve]ment, which was a gradual process. The Principal Secretary (Forests),
however, agreed in ARCPSE meeting (August 2007) that there was dire need
to strengt]hen the MIS with the help of computerisation and efforts would be-
made i m this regard. He further stated that in future, system reports would be

prepared in house instead of getting these prepared from out side agencies.

|

Internal audit

2.1.35 Internal audit is -an integral part of internal control system of an
organisation. It is an important tool in the hands of the Management which
~helps in promoting - accuracy and rehablhty in, an organisation’s accounting
data.
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Internal audit of some of the units was being got eonducted from the firms of
Chartered Accountants. Some other units were being audited by an internal
audit cell of the Company Audit observed the followmg deficiencies in the
internal audit system:

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

® The staff in the internal audit cell vwas being!; posted temporarily from
~ different units as a stop gap arrangement withod|t proper training. -

© The reports of internal auditors were dealt with at the level of Financial
Advisor/Executive Director and not submitted u;) the MD/BODs.

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

2.1.36 Evaluation mechanism of different activi’;ties' at different stages of
operation was not in place in the Company. There was no system of
comparing the actual financial results with the budgeted estimates of the
Company as a whole and sale proceeds of each 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 bemg sold in the sale dlepots
In the absence of evaluation mechanism, the M[anagement was not in a
position to assess the impact of its actions on the workmg of the Company for
taking necessary remedla]l actions.

The Management stated (July 2007) that the system of evaluation of activities
was being introduced and the system of preparanon of final economics of lots
after sale of entire timber had been introduced for 2005-06 lots.

'
1
'

2.1.37 Audit acknowledges the co-operation and a:.ssistance extended by the
Company and officers of the State Government at various stages of conducting
the performance audit.

The matter was reported to the Government in June 2007; reply is awaited
(September 2007) \

The Company failed to eliminate the private contractors from timber
extraction works. It did mot prepare anmual budge&s well before the.
commencement of financial years. Actnal achnevements were also mot
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compared with the budgeted estimates. There was delay in receipt of

' marking
timber.
royaikty,
payment

lists, taking over of lots and extraction amd transportation of
The Company suffered losses due to avoidable paymemt of
obtaining of less yield, avoidable paymemt of extemsion fee,
of royalty and sales tax for rotten trees, deterioration of timber

during tramsit and excess mampower. Management informationm amd

imternal

control system were deficient and evaluation mechanism was

. mon-existemt.

| Recommendation:

e Action. pﬁams/amnuna]l Ibandlgeﬂ:s sholm]ld be prepared well before the
commencement of the finamcial yeaurs and compared with acma]l
achievemenmnts. ‘

o ’}I‘Eﬁé W@n‘]kimg through private contractors should be reduced gradually

by p

ommﬁlmg departmental extraction of timber.

® Deﬂays in receipt of marking list, taking over of lots, execution of
won']ks and payment of royality sh@un]ldl be avoided.

o Actic

n should be taken to ellmmmate surplus manpower.

© System of management. information and imternal comtrol should be
strengthened and evaluation mechanism put in place.
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(Paragraph 2.2.26)

(Paragraph 2.2.32)

41



AudztReport (Lommercwl) for the  year ended 31 March 2007 . o

| Imroductm

- 2.2.1 Himachal Pradesh ‘Agro Industries: Corporation Limited (Company)
"“was incorporated (September 1970) with a view to promote agro based
~ industries in the State. The main objectives of the Company are to:

e accelerate and increase agricultural production;

o  contribute to the production of subsidiary and supplementary foods;
B increase the avajlabi]lify of supplies of food; and
‘e com_lribute to the'developmenﬁ: of agro industries in the State.

In pursuance of its objectives, the Company was operating five production

- units, one each for manufacturing pesticides and insecticides, agricultural
H g'implements,1 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 of the State. The trading units deal in items such as cement, iron
o and steel, bitumen, tyres and tubes, batteries, efc.

E The Management of the Company is vested in the Board .of Directors (BODs)

' comsisting of 15 Directors including the Chairman and the Managing Director

. (MD), who i 1s the Chief Executive. He is assisted by a General Manager, three

- Deputy Gellneral Managers, a Chief Accounts Officer and a Production

.. Manager (Commercml/Pesnmdes) at the Head Office. Operational/trading

' activities inl the field ‘units are being looked after by two Deputy General
.. Managers and the field units are headed by branch i in- charges Organisational -

" chart is annexed as Annexure-XI.

Cop

222 The|working of the Company was last reviewed in the Report of the
. Comptroller and Auditor ‘General of India (Commercial) for the year
- 1999-2000.| The review.was discussed by the Committee on Public Sector-
.+ Undertakings (COPU) in July 2007. The recommendatmns of COPU are
| awaited (August 2007)

- The present Performance review on the working of the Company conducted
- during April and May 2007 covers scrutiny of records for the last five years
.. ended 31 March 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 sam phng basis without replacement :
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2.2.3 The audit objectives of the Performalnce review were to ascertain
whether:

[

‘ i
the Company succeeded in achieving the objectives for which it was
incorporated;

the Company utilised the installed capac1ty of its manufacturing units -
to the optimum level;

the activities were: camed out effectnvely, efficiently, economically and
ethically;

the Company ntilised its manpower effeclztively and efficiently;

- effective internal control procedure ‘lwas in vogue and adequate

monitoring (management 1nformat10n systeimn) and follow up was in
place; and ‘
I

intemal audit was used as a tool to make internal control effective.

2.24 The audit criteria used for assessmg the achievement of audit
objectives were: "

~ instructions/guidelines issued. by the State Government and

Government of India (GOI) from time to time in regard to working of
the Company; . |

agenda and minutes of the meetings of thfle BODs;

i
targets fixed for manufacturing and trading activities;

‘purchase, sales and marketing procedurels/po]icies;v

: I
provision in the Accounts Manual; and |
:

human resource policies.

- 22,5 The methodology adopted for attammg the audit objecnves with

reference to audit criteria was examlnatlon of: !

<]

instructions and guidelines of the State* Govemment and GOI issued
from time to time; !
agenda and mlnutes of the meetings of the BODS and Committees
constituted by the BODs; .
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® records relating to indents, production registers, tender and purchase
order files, sales registers, sales invoices, stock registers, efc.;
o management information and internal control system; and
. ® interaction with the Management and issue of audit queries.

226 Audlt findings, arising from the performance review on the working of
‘the 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 Pnbhc Sector ~ Enterprises (ARCPSE). The Joint Secretary
(Homcullture) Government of Himachal Pradesh and the Managing Director
of the Company attended the meeting. The views expressed by the members

- have been taken into consideration while finalising the review.

‘ Andlit findings are discussed in the succeeding paragraphs.

&

2.2.7 Advance p]lanmng based on database maintained and market survey
. conducted from time to time is very vital for:running an organisation
- efficiently, economically and effectively. Preparation of annual budget which
~ 1s a quantitative financial expression of a programme of measure planned for a
~ given period, forms an integral part of planning. The budget is drawn up with
~a view to plan activities for future and to make ex-post-facto checks on the

 results obtained. Timely planning/preparation of budget and analysis of the
- variations noticed during actual execution serve the purpose of internal

control also

- In this regard, the following deficiencies were noticed:

'® The Company did not plan its annual activities in consultation with the
different dlepartmenté (Horticulture, Agriculture, Forest and Public Works)
of the State Government despite its dependence on them for sale of its
products!

., ® The Annual Business Plan and Resources Forecast (BPRF) were not being
~ prepared before commencement of the financial year. Hence, Audit was
unable to determine the growth which the Company wanted to achieve
during the year and whether the Company was able to sustain the same.
Annual Bndgets and targets were prepared (April- ]uly) on the basis of

- performance during the previous years.

'® The Company neither maintained data base nor conducted field/market
survey to see market trends. -




|
I
!
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The targets fixed and actual -achievements thereagalnst during the last five
years-ended 31 March 2007 were as under:

(Rupees in crore)

Target of sales | 11.16 11.16 1 1.1;6 6.48 425 |

Achievement: | - 731| - 550 453 . 353 3.31
Shortfall (-) |. (-)3.85 [()566| (663 (295 (-) 0.94
Excess (+) o ' o : .
Percentage | : 34.50

‘shortfall

Target of sales 16.49 16.52 1830 1961 25.66

Achievement |- 11.80 12.24 12.05 | : 17.54 - 21.82
Shortfall (-) (-)4.69 (-)4.28 - O] 6.2f5 : (¥) 2,07 (-)3.84
Excess (+) T T Co

Percentage 28.44 2591 | 3415 1056 | 14.96
shortfall |

Source: Compiled-from the relevant records of the Company. P

T

It may be observed from the above details that: ]

© The Company was not able to sustain the | targets fixed for sales in

manufacturing and tradmg units in all the years.

@ The shortfall in manufacturing units ranged between 22.12 and
- .5941 per cent dunng 2002-03 to 2006-07 5

® - Instead of takmg remedial actrons to increase, the sales of manufactured
items, the Company reduced the-target by 41.94 per cent in 2005-06 and
. 61.92 per cent in 2006-07 as compared to the targets of 2004-03,
~ 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 growth on both sides.

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

s
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Capital structure ]

2.2.8 The authorised capital of the Company was Rs.15 crore consisting of
15 lakh shares of Rs.100 each. As against this, the paid-up capital of the
Company as on 31 March 2007 was Rs.11.80 crore, subscribed by the
Government of Himachal Pradesh (Rs.9.84 crore) and GOI (Rs.1.96 crore).

Failure to avail benefit of disinvestment scheme of Government of India

2.29 In accordance with the scheme for disinvestment, the GOI
communicated (March 1994) to the State Government that it would pass on its
shares (Rs.1.96 crore) for a token consideration (Rs.1,000) to the State
Government in case the Company had negative net worth. In case of positive
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 negative during 1993-94 and 1994-95, the BOD approved (June 1994) the
disinvestment proposal of the GOL. As no follow up action was taken to avail
the benefit under the scheme, the State Government was deprived of the
benefit of acquiring share capital of Rs.1.96 crore for a token consideration of
Rs.1,000. This lapse was pointed out in the Report of the Comptroller and
Auditor General of India (Commercial) for the year ended 31 March 2000.
The State Government informed (September 2003) the COPU that Rs.1,000
sent to the GOI were received back (May 2003) and the Company was asked
(May 2003) to submit statement of realisable assets 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
being analysed (September 2003) by the Engineering Cell of the Company.
Audit observed that no further action has been taken in the matter so far
(September 2007).

The Government replied (September 2007) that the Company was not
interested to get the benefit of receipt of equity of the GOI by paying
Rs.50 lakh in cash because the Company would have incurred a loss of
Rs.50 lakh without getting any tangible cash transfer of Rs.1.96 crore which
would have been only 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.1,000
and not Rs. 50 lakh. The State Government would have acquired equity of
Rs.1.96 crore at a cost of Rs.1,000 only.

Borrowings

2.2.10 Long-term and short-term loans of Rs.1.11 crore and Rs.1.60 crore
along with interest of Rs.1.40 crore and Rs.1.63 crore were overdue for
payment to the State Government since 1983-84 and 1990-91 respectively at
the end of March 2007. Besides, a sum of Rs.76.68 lakh (including interest of
Rs.36.68 lakh) borrowed from the Ministry of Food Processing Industries,
GOI was also outstanding as on 31 March 2007. The Company was not able
to repay the loans due to its poor financial health.
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loss of Rs.4.61
crore as on

31 March 2003
increased to
Rs.9.25 crore as on
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" date.

The grant of

Rs. 50 lakh
received from the
State
Government was
diverted for
other than the
intended
purpose.
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2.2.11 The financial position of the Company for the last five years ended
31 March 2007 is given in Annexure-XIi. \

. |
Annexure-XII shows that accumulated loss of Rs.:4.61 crore (31 March 2003)
increased to Rs.9.25 crore (31 March 2007). The accumulated loss of Rs.9.25
crore had partially eroded the paid-up capital of the Company of Rs.11.80

~ crore as on 31 March 2007. So far, the Company has not drawn any long term

growth or economy plan to reduce the accumulated loss.

Un-utilised grant ' ]

2.2.12 The Company had not utilised grant \of Rs.9.97 lakh received
(1991-92) from the State Government for Pou]ltry Development Scheme. In
reply to the review on the working of the Company incorporated in the Report
of the Comptroller and Auditor General of Indra\ (Commercial) for the year
ended 31 March 2000, the Government informed (September 2003) the COPU
that the Company proposed to utilise/refund the grant in future, but no further
action has been taken so far (August 2007) to utlhse the grant or refund the
amount.

The Government stated (September 2007) that tbe grant would be utilised
whenever up-gradation of machinery in the Feed Umt would take place. The
reply is not tenable as the Company had given a s1rrn1ar reply to the COPU in
September 2003 .and the grant was still (September 2007) lying unutilised
since 1ts recelpt (1991-92).

Diversion of funds .
1

2,213 The Company received (July 1997) Rs:.SO lakh from the State

Government to procure potatoes between 7 to 23 July 1997 under the Potato
Support Scheme to provide remunerative prices to agriculturists. The
Company neither procured potatoes nor refunded the amount. It diverted the
amount for payment of salary and wages (Rs. 242 lakh) and discharge of
liabilities (Rs.47.58 lakh). The Director of Agrrculture had been demanding

" (October 1999) the return of the amount along w1th interest @ 18 per cent per

annum which worked out to Rs.90 lakh (July 2007) The fact of diversion of
funds was also pointed out in the Report of the Comptroller and Auditor
General of India (Commercial) for the year ended 31 March 2000. The State
Government replied (September 2003) to the COPU that the Company had
submitted a proposal for adjusting the amount against Rs.1.28 crore
recoverable from the Agriculture Department on aocount of expenses incurred
by the Company in running workshop of the Department at Bhangarotu and-
the matter was under correspondence Audlt however, noticed (May 2007) .
that' the State Government had refused (November 2006) to accept the
proposal and the Company was liable to pay the amount of Rs.50 lakh along

* with interest of Rs. 90 lakh up to July 2007 to the Agnculture Department
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The Govc,rnment stated (September 2007) that in case, the Agriculture
]Department does not agree to pay Rs.1.28 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
to adjust the amount against the amount being shown as recoverable from the

Agrlcultur’e Department.

. rWo

2.2.14 The working results of the Company for the last five years ended
31 March 2007 are given in Anmexure-XHEIL. It would be seen from the
Annexure| that the Company had been continuously incurring losses year after
year and it incurred. loss of Rs:5.33 crore durmg the last five years which was
due to the fo]llowmg reasons:

o Under utilisation of installed capac1ty of plants (paragraphs 2.2. 15,22.17,
2. 2 19 and 2.2.21 infra),

@ Non-closure of tradmg units continuously runmng in losses (paragraph
2.2.24 infra);

® Payment of idle wages (paragraph 2.2.26 infr_a).

The Government stated (September 2007) that the operational loss had been
reduced from Rs. 1.95 crore in 2005-06 to Rs.1.26 crore in 2006-07 and it
further pr 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
(September 2007) to reduce the operational loss to Rs.18.37 lakh in 2007-08.

| Manufacturing activities
Pesticides Formulation Plant
Pfoductions and sales perfbmmﬁce ,

2.2.15 Tlile Company set up a PeStICIdCS Formulat1on Plant at Parwanoo at a

cost of Rs.70.40 lakh. It 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 utilisatiorjl there against during the last

five years ended 31 March 2007 was as under:

Liquid (KL)

250

250 250 250 250
Dust and wettable dry | 1,150 1,150 11,150 1,150 1,150
powder (WDP) (MT) |
Liquid (KL) 28.18 - - - -
Dust and wettable dry 705 97.3 '163.5 95.7 47.1

powder (WDP) (MT

Liquid

Dust and wettable dry
powder (WDP

6.13

8.46

8.32

-4.10

Targets (Rs. in crore)

2.50

2.50

2.50

0.92

Source: Compiled from the relevant records of the Company.

Achievement (Rs. in 1.08 0.29 11.87 0.95 0.43
crore) [ :

Percentage 43.20 11.60 74.80 3800 | 4674
achievement ;

From the details in the above table and scrutmy of other connected records of
production and sale of pest1c1des revealed as under

@ (Capacity utilisation of the plant in respect‘ of 11qu1d formulation was

11.27 per cent during 2002-03. There was no production thereafter as
neither Hindustan Antibiotics Limited placed purchase orders on the
Company nor there was demand for the same from the State Government
Departments. It was noticed that the State Govemment Departments were
purchasing their requirement of liquid formulatlon from private flrms

The capacity utilisation in respect of WDP ranged between 4. 10 and
14.22 per cent. ;
|
Low capacity utilisation resulted in payment df idle wages of Rs.5.80 lakh
as the plant remained idle for 578 days durmg the last five years ended
31 March 2007. |
Besides, the Company also mcurred an | avoidable expenditure of
- Rs.5.20 lakh on account of fixed charges of e}ectrlmty over and above the
contract demand actually utilised by the plant. ;

49



Against the
targeted loss of
Rs.17.71 lakh, the
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@ Against| the targeted loss of Rs.17.71 lakh, the plant incurred loss of

Rs 75.72 lakh during the last five years ended 31 March 2007.

e The Production Manager. of the plant was heading the Pesticides Division

at the ﬁead Office since June 2003. He had been looking after the
act1v1t1es relating to marketing of bio-fertilizers and bio-pesticides also.
The in charge of quality control was looking after the production in the
plant. The posting of the Production Manager at the Head Office mainly
to look jafter marketing of bio-fertilizers/bio-pesticides, the work which
should have been done by one of the Marketing Officers, deprived the
Company of the benefit of his supervision in the plant on a sustained basis.

'2.2,16 The|low capacity utilisation was mainly due to poor marketing and

lack of patrJonage by the State Government. Even though the four products®

.of the Company got tested (2003-04) by the Agriculture and Horticulture

|

- Departments 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 Agrlcu}ture and Horticulture Departments of the State Government
- procured only 70.02 MT of pesticides/insecticides valuing Rs.1.43 crore from
~ the Company against their total procurement of 120.11 MT and 536.56 MT of

pesticides/insecticides valuing Rs.2.64 crore and Rs.10.17 crore respectively
during the last five years ended 31 March 2007. The quantity procured by

© these departments from the Company was only 10.66 per cent of their
_ requrrement of pesticides/insecticides. The rest of the material was purchased

by these departments from private parties who were on rate contract with the
State Government (429.05 MT valued at Rs.7.51 crore) and from the
producers who supplied the material under their brand names (157.60 MT

- valued at Rs.3.87 crore). This resulted in supply of the material to the
" consumers ‘at higher cost of Rs.1.39 crore as the rate contract material was
- supplied after adding five pér cent commission (Rs.45.30 lakh) to be shared
equally by| 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 which the Company ‘could have supplied after formulating the same -
- inits plant, This was despite the fact that the Company and the private firms

use the same technical material purchased from the same source and repack

-the same after processing as per the requirement under the Insecticides Act,

1968. Thus the Company could have supplied the entire quantity without
compronusmg the quality. But the Company failed to convince the

. Agriculture and Horticulture Departments and the consumers about the quality
- and cheaper cost of its ‘products. The Company remained dependent on the

. Government Departments for orders and did not formulate any market strategy

- to sell its products in the oopen market through 1ts 20 trading units located
- within the State.

P4 Mencozeb 75% Wettable powder ( WP) Carbendazim 50% WP, Dodine 65 % WP

and Copperoxychzortde 50 % WP
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I

The Government stated (September 2007) that the Company had established
(Apri/May 2007) contact ‘with Hindustan Antrblotrcs Limited (HAL) and
buyers in Rajasthan. They hoped to break even or make nominal profit in
2007-08. P

Cattle‘and Poultry Feed Plants

Production performance i
|

2.2.17 The Company set up two Catfle and Poultry Feed plants at Parwanoo
and Jachh at a cost of Rs.3.84 lakh and Rs.9.85 lakh respectively. The details
of installed capacity, actual utilisation there agalnst and percentage utilisation
of capacity during the last five years ended 31 March 2007 are as under:

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)

Percentage utilisation . :73. . - 64.98
Installed capacity - 2,400 2,400 12,400 2,400 2,400
(single shift) (MT) .

Actual production 73| 1,559 1,754 887 1,043
MT) _

Percentage utilisation 3.04 64.96 73.08 36.96 43.46

Source: Compiled from the relevant records of the Company.

Scrutiny of details in the above table and other connected records in respect of
productron and sale of cattle and poultry feed revealed as under:

® The percentage of capacity utilisation at Parwanoo plant during 2002-03 to
2006-07 ranged between 64.98 and 79.98, | except in 2003-04 when it
increased to 91.23 due to receipt of maxrmum orders for cattle feed from
the Department of Animal Husbandry under drought relief scheme.

© The percentage of capacity utilisation at J achh plant ranged between 36.96
and 73.08 during 2003-04 to 2006-07 and it was only 3.04 in 2002-03 due
to closure of the plant for six months for renoyauon

e The Company depended mainly 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 Jachh plants ranged between

. 32.65 and 55.80 and 1.13 and 13 respectrvely'dunng the period 2002-03 to
2006- 07 k
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@ The low capacity utilisation resulted in payment of idle wages of
Rs.5. 11 lakh and avoidable extra expenditure of Rs.4.64 lakh on account
‘of leCd charges for contract demand of electr1c1ty over and above the
actually availed contract demand.

The Government stated (September 2007) that the sales could increase only if
. the Company had working capital to purchase the raw material and establish
. retail d1str1but10n network. It further stated that it was not possible to stop
payment of wages and incurring of other fixed expenditure. The reply is not
tenable as there was nothing on record to show that the Company had made
efforts to generate working capital. So far as establishing of retail distribution -
network is| concerned, the Company is already having 20 trading units in the
_ entire State and the same could have been used for retail distribution.

' Non=prodlllctwn of fish feed
3 - 2.2.18 The annual requ1rement of fish feed in the State was 65 to 70 MT. The

» Ttne':‘é&;nﬁp amy--. Fisheries ]Department of the State provided (2002-03) Rs.15 lakh to the

S washot Company for modernising its existing feed plant at Jachh for production of
o ]producmg’(ﬁsh : - trout fish feed The Company was required to supply the trout fish feed to the
 feed though it . Fisheries ]Department as well as to the fish farmers of Kullu and Mandi

' “ﬁ“‘ﬂfr?}edﬁg - districts tbrough its sale outlets. Audit observed (May 2007) that after
Eﬁimiﬂg: 17 29' - modernising (September 2002 to May 2003) the plant at a cost of Rs.17.29

lakh. -~ .rlakhat] achh by keeping it closed for eight months, the Company was still not
producmg trout fish feed (August 2007).

- ‘The ‘Government stated (September 2007) that the Company was ready to
* manufacture and sell fish feed through its branches provided confirmed orders
were received from the Fisheries Department. The reply is not tenable, as per
commercml practices for marketing its products the Company itself should
enquire about the requirement of fish feed from the Fisheries Department/fish
farmers of the State and supply accordingly. This way the Company could
have also reduced its losses by increasing the capacity utlhsatton of’its plant at
Jachh and using the idle manpower. Further, the Fisheries Department had
requested |(September 2006 and June 2007) the Company to start regular
- production of trout fish feed and make the same available through its sale
outlets. The Department had conveyed (June 2007) its annual requirement of

trout fish feed to the extent of 20-25 tonnes.

l

) S Productw;‘m performance of lmplements Factory

22, 19 The 1mp1ements factory set up in October 1982 at a cost of Rs.67.83
- - lakh caters -to the demand for agricultural nnplements from  the ~State
~Government Departments and pnvate consumers. The installed capacity,
actual production there against, percentage- utlhsatlon of installed -capacity,
.. targeted and actual sales- during the last five years ended 31 March 2007 1is
glven in A’nnexure=XI‘V ‘
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Scrutiny of the details revealed as under:

® The percentage utilisation of capac1ty decreased from 32.21 in 2002-03 to
7.13 in 2006-07. ;

s The shortfall in achievement of sales increased from Rs.36.03 lakh in
2002-03 to Rs.71.19 lakh in 2005-06. Instead 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 in this year also there was
shortfall of Rs.23.36 lakh in sales.

® The losses suffered by the unit increased from Rs.16.45 lakh in 2002-03 to
Rs.35.29 lakh in 2006-07. The total loss suffered by the unit during these
five years amounted to Rs.1.51 crore.

2230 Scrutiny of records revealed (May 2007) that the high incidence of loss

was on account of low capacity utilisation due to dependence on the
Government Departments for sale of implements, poor marketability, high
operating cost, competition from private parties and avoidable extra
expenditure of Rs.2.4] lakh on account of fixed charges for contract.demand
of electricity over and above the actually availed contract demand. The same

- state of affairs was pointed out in the Report of the Comptroller and. Auditor
General of India (Commercial) for the year ended 31 March 2000. The State

Government in their reply to COPU stated (September 2003) that efforts were
made to transfer the factory to Himachal Road Transport Corporation (HRTC)
but the HRTC did not agree and the Company was exploring other
alternatives. It was, however, observed that therCompany had mnot explored
other alternatives so far (May 2007). Further, though the State ‘Government
had -assured (June 1995) to procure 50 per* ‘cent requirement of the
Government Departments from the Company, thére was.nothing on record to
show that the Company was meeting their requuement to that extent.

The Govemment stated (September 2007) that the Company had approached
the State Government for revival of the plant The rdecrslon of the
Government is, however, awaited (September 2007).

Honey Pro‘céssing Plant
Production performance

2.2.21 Reference is invited to paragraph 2A.8. 1 (1v) (@ and (b) of the Report
of the Comptroller and Auditor General of India (Commercial) for the year
ended 31 March 2000 wherein performance and purchase of honey processing
plant at Kandrori.was commented upon. It was s}tated in the para that against
the projected profit of Rs.0.61 crore, the plant had 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 had made arrangements for sale -
through . Bajaj Sevashram Limited, Udaipur and sold 8,784.40 Kgs honey -
during 2000-01 and 22,464 Kgs during 2001- 02 The Company was also

exploring marketing of honey through other dealers
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Scrutiny of records revealed (May 2007) that during the last five years ended
31 March 2007, the plant incurred loss of Rs.46.34 lakh against the sale of
Rs.15.16 lakh made ‘during this period. The Company had projected loss of
Rs.58.89 [lakh against the projected sale of Rs.1.01 crore. The details are
given in Amnexure-XV. The capacity utilisation ranged only between 1.63
and 6.76 ‘per cent as against the projected 80 per cent capacity utilisation in
the revised (March 1997) Techno Economic Feasibility Report. As analysed
in audit, low capacity utilisation was mainly on account of inadequate working
capital and consequent non-procurement of raw honey, low storage capacity of
35 MT lagajnst the requirement of 90 MT to reach at break even,

“non-availability of cold storage to keep Hidroxge Methyl Furfural of raw--

honey atl acceptable temperature level and inadequate marketing. The
Company, also did not explore marketing of honey through other dealers as
prorrnsed to COPU.

Keeping in view the ground realities, the BODs decided (September 2003) to
close do“!m or to lease out the plant. The State Government, however, decided
(December 2003) -to revive the plant and the services of Vice Chancellor,
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
implemented so far (September 2007).

The Government stated (September 2007) that various market strategies were

. being ad(!)pted for sale through different agencies and interested parties. A
- proposal had been sent to the GOI for 50 per cent subsidy on total project cost

of Rs. 55 lakh required for up-gradation of the plant and a 100 MT capacity
cold stora|1ge would be established. The reply is only an after thought as during
the last fiye years under review, the Management had not made such efforts.

Avoidable extra expenditure

2.2.22 Mgaize, de-oil rice bran (DRB), rice polish, soya flaks, wheat-bran and
de-oil mpstard oil cake (DMOC) are the main foodgrain ingredients for
manufact|ure of cattle feed. These foodgrains are available at cheap rates in
the market in two seasons of the year i.e. April to June and September to

Novembér

Test check of records of cattle and poultry plant at Parwanoo revealed that

-during thle last five years ended 31 March 2007, the Company purchased

(through open tenders) major portion of foodgrains during off season when the
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below:.

1 Maize 428.14 | 1,798.97 | 2,227.11 80.78 542.53 9.76
2 | Rice Polish 242.00 458.72 700.72 65.46 688.87 3.16
3 De-oil Rice | 1,868.41 | 7,067.34 | 8,935.75 79.09 636.73 45.00

Bran (DRB)
4 Soya Flaks 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 91230 | 1,963.52 | 2,875.82 68.28 697.22 13.69

Mustard  oil

cake (DMOC) -

; = 279.82

[611,784.70.. |- 1567592

Source: Compiled from the relevant records of the Company. -

It would be seen from the above that the Company purchased 75.18 per cent
of its total requirement of foodgrains during off season 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 season. Even if, the Company
had arranged the above amount by availing overdraft from the banks for nine
months, the Company could have saved R_s.54.35 lakh after adjustment of
interest of Rs.25.47 lakh payable to the banks.

The Government stated (September 2007) that there 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 inventory due to sbort shelf life of
raw material. The reply is not tenable as purchase of raw material during
season at cheaper rates would have increased the profit 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 Company purchases raw material
during off season purchase the same during season and store the same. for sale
in off season.

‘Trading activi

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

2.2.23 As stated in paragraph 2.2.1 suprd, 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, ty;es and tubes,
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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 71 per cent of the total sales during the last
five years ended 31 March 2007. The Company was concentrating more on
trading of items not covered in its objectives resulting in lack of overall 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 was yet to be carried out (September 2007). This was also 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 proposed 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 are 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 units and one petrol pump, only two units (Shimla and
Chamba) earned profit of Rs.40.83 lakh during the last five years ended
31 March 2007.

e Nine units earned profit of Rs.40.01 lakh and loss of Rs.76.32 lakh in
different years during 2002-07.

® Remaining 10" units were continuously incurring losses. Their loss during
the last five years ended 31 March 2007 amounted to Rs.1.59 crore.

® Out of above 10 units, six units were under the direct supervision of a
Deputy General Manager stationed at Dharamshala. Their loss during the
last five years amounted to Rs.1.04 crore.

® The Management did not take action to improve the working of the trading
units or to close these units.

Jachh, Parwanoo, Rampur, Morinda, Mandi, Kullu, Bilaspur, Solan and Nalagarh
Kumarsain, Rohru, Nagrota, Paonta Sahib, Dharamsshala, R.O. Morinda,
Jawalamukhi, Amb, Una and Hamirpur

Dharamshala, R.O. Morinda, Jawalamukhi, Amb, Una and Hamirpur
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Sundry debtors

2.2.25 As per credlt policy of the Company, cred1t 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.

Posmon of debtors as on 31 March 1999 was commented upon in the Report

-of the Comptroller and Auditor General of ][ndla (Commercial) for the year
ended 31 March 2000. The Government stated (September 2003) to COPU
that the position of debtors was being monltored on monthly basis and efforts
were being made to. reduce - the outstanding posmon to the bare minimum.
Despite above assurance to the COPU, the Management did not make efforts
to recover the old debts and as a result the debrfs' 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:

Less than one year 359.74
More than one and less than three years 14.19
More than three years . 54.30

(Government Departments: Rs.403,40 lakh, Private: Rs.24.83 lakh)

Sourcé: Compiled from the relevant records of the Company.

Scrutiny of records relating to sundry debtors Jrevéa]led as under:

e - Debts of Rs 3.41 crore as on 31 March 2002 increased to Rs.4.28 crore. as )
on 31 March 2007. :

© Debts of Rs. 8.13 lakh perta.lmng to private partnes were outstandhng for
recovery for more than three years.

® Debts of Rs.32.34 lakh pertaining to the Government ]Departments were
outstanding for over 3 to 15 years. The greasons 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.13.83 lakh) were considered doubtful of recovery by the

‘Management. Debts of Rs.13.83 lakh pertaining to private parties were
~under litigation as on 31 March 2007. '

e There was no practice of feoeiving confirmation of outstanding balances .
from the debtors before preparation of annual financial statement each
year. '
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. © The responsibility for not recovering the amount of credit sale to private

parties was not fixed on the officers concerned as per the credit sale policy
of the Company.

The Government stated (September 2007) that special drive was being

- launched to recover the outstanding debts and action would also be initiated

* against those -‘who fail to recover private debts wnthm the stipulated time. The
. reply is not tenable as the effectiveness of measures ‘being taken would be
* known in due course and the Company failed to honour the commitment made
.10, COPU, 1In September 2003 regardmg efforts to reduce the debts to bare
-minimum.

. | Manpower, .

. Manpower management

. 2.2.26 The Company has not fnxed norms for dleploymem of staff with
. reference to actual work load in the field units and at the Head office.

" The Mzinagement assessed (2001-02) 80 employees as surplus 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
Govemmept departments/voluntary retirement scheme. During 2003-07, the
Company paid Rs.1.10 crore to above 21 surplus employees.

. The Government stated (September 2007) that the nﬁmber and salary of

excess employees was notional as the list of surplus employees was prepared

. in view of critical financial position of the Company. The reply is not tenable

as the list of surplus employees furnished to the State Government could not
be treated Jas notional and the Company was able- to reduce the strength of

surplus em]p]loyees from 80 in 2001-02 to 21 up to May 2007.

Undue beneﬁt to daily wage workers

2.2.27 As per instructions of the State Government (A]prd 2000), daﬂly wage
workers of|all Government Departments/Undertakings having completed eight
years of commuous service as on 31 March 2000 were eligible for
regu][ansahon It was observed (May 2007) that the Managmg Director of the
Company regu]lansed (March 2003) eleven daily wage workers who had
completed lon]ly two to four years of continuous services as on 31 March 2000
in vnolatlorn of the State Government instructions. This resulted in extension
of undue benefit of increase in salary and wages by Rs.12.98 lakh to these
workers.

The Government stated (September 2007) that the BODs was a competent

-authority which works like Government for. employees of the Company. The
“+~~reply. is-not_tenable as._the.MD-of the Company took the decision and even
"+, BODs cannot go beyond the instructions of the State Government.
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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-Secretary . (Horticulture), MD and
Genera]l Manager of the Company. It was noticed (May 2007) that the MD
ﬁ]l]led (May 2002 and May-2004) four Category “A’ posts without the approval
of the DPC resulting in non-compliance of the decmon 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 April 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 Test as
provided in the Recruitment and Promotion Rules of the Company. As per
instructions (January 2003) of the State Government, such matters were _
required to be referred to the Committee consisting of Finance Secretary, -
Administrative Secretary, Secretary-cum-Director Institutional Finance (DIF) .
and MD and thereafter.approval of the BODs. was required. This resulted in
violation of the State Governiment instructions and undue favour of Rs.8.08
lakh to the employee on account of increase 'in salary and wages up to
March 2007:

The Government stated (September 2007) that as per R&P Rules, the MD. was
fully competent to change the cadre. Government was silent whether this
could be:done retrospectively for duties not performed 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. Though, 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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Besides, two MOs and two MAs were deployed (between November 1991 and
.. April 2007) in other Government Départments on .deputation: basis and they
~ could be. repatnated to the Company- at any time by the borrowing
, ,departments The Company has not established any distribution/dealership
* retail net work for sale of its products and-its tradrng units are located only in
cities and towns.

The Government stated (September 2007) that the Marketmg Assistants were
* not MBAs |experienced in marketing. They were from cadre of Clerks. - The
~ reply is .not tenable as it was for the Company to recruit suitable MOs and
' MAs or to give training to the MAs who are from the cadre of Clerks.

te governance

2.2.31 Corporate governance is the system by Wthh companies are directed
and controlled by the Management in the best interest of the shareholders and
others stake holders ensuring greater transparency and better and timely
financial reporting. The BOD:s is responsible for governance in the Company.

][nthis regard, Audit observed the following:

© As dgajnst four meetings of the BODs to be held in a year under Section’
285 of| the Companies Act, 1956, the Company held three meeting each
during 2002-03, 2004 05 and 2005 06

@ The ]Fmanmal Comrmssmn -cum- Secretary (Finance) d1d not attend any
meetmg held during 2003-04 and 2005-06.

© . One non-offrcral Director did not attend any meeting during 2002 03 and
2005- 06 Similarly, two other non-official Directors durmg 2003-04 and
2004-05 and three non-official Directors durmg 2006 07 did not attend any
meeting. .

© The budget proposals prepared by the Company were not submltted tothe
BODsfor. consrderatlon : :

© The BODs did not dlscuss measures to increase production and sale. Thus, g
there ‘was lack of -policy mltratrve relating to production, marketmg and
* improvement in workmg

The Government stated (September 2007) that the audit view point had been
noted and bemg advisory in nature, the same would be placed before the
BOD:s for mformatlon :

| Internal comtroj .

2232 Internal control is an ihtegral part of the process designed and effected
" by the Mana_gement of an organization to achieve its specified objectives
ethically, economically and efficiently. It 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
contro] upon its activities, the organisation should have functional and internal
audit manuals.

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

e The Company did not have a well defined 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 regard 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 extént 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 internal 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 firm 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 was no system to monitor the
follow-up action on the reports. The Company did not maintain a
consolidated record to show the 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, irter alia, contain review of
policies, procedures and internal control system of the Company yet their
reports never contained any observatlon in this regardl

‘"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 performance of units was in vogue
and reports and suggestions of internal auditors wete considered appropriately.
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The reply is not tenable as during the currency of review as well as in the
meeting off 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:aced before the BODs. The Company could not produce detail of
observations made by the internal auditors during the period of review and

which werfl; outstanding for compliance as on 31 March 2007.

Acknowledgement
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- - Company and officers of the State Government at various stages of conducting

the performance audit.

| Conclusion

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
plam annual activities well before the commencement of financial year in
consultation with State Government Departments, which were the main
buyers of |{Company’s products. Out of five production umits, three umnits
were incurring losses continuously on account of low capacity utilisation
due to llac]k of adequate demand from the State Government Departments
and mabn}lmty of the Company to market its products in the open market.
Un-economic operatiom of trading umits and surplus manpower also
conﬂ:rﬁlnmﬂ:@l to losses of the Company. Management information and
imtermal comtrol systems were deficient and the system of appraisal of
performance was non-existent.

]

® The Company should focus on its main objectives. [t needs to plan
annual activities well before the commencement of financial year in
consultation with State Govermment Departments, which are the main”

buyen'é of Company’s products.

‘Recommendations

® Capagﬁty utilisation of production umits should be imcreased and

concerted efforts should E)e made to seﬁﬂ its products in the open
market.

@ The working of loss making tmding units should either be improved
or these should be closed without further delay.

e Management information and internal comtrol ‘sys"tem needs to be
strengthened and the system of appraisal of performance put in place.

e [t should formulate an aggreSSiVe production and marketing policy.
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o |

The Company introduced (1993) software comiputerised Central Hotel
Reservation System for Hotel reservation facility at Central Reservation ‘
Office, Shimla. The software was got modified (September 2000) as web
enabled software from National Informatics Centr :

Some of the important findings as a res:mlﬂft of audit are mentiomed below:

il ¢

(Paragraphs 2.3.8)

(Paragraphs 2.3.11 and 2.3.13)

(Paragraph 2.3.18) A

(Paragraph 2.3.20)

23.1 The Himachal Pradesh Tourism Development Corporation Limited
(Company) was incorporated in September 1972 as a wholly owned
Government Company with a view to providing a complete package of
tourism services including accommodation, catering, transport facilities and
sports activities.

The Company introduced (1993) computerised ‘Central Hotel Reservation
System’ (CHORES) for hotel reservation facility only at Central Reservation
Office (CRO), Shimla. The CRO reserved the hetel rooms on the basis of
requests obtained from- various marketing offices/hotels/tourist information
offices/general sales agents/travel agents and sent the daily reservation charts
of reservation for each hotel at least three. days in advance using Company’s
vehicles, public transport system, fax, telephones, etc. 'To overcome various
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shortcomings 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/LIog huts) having 1006 rooms and 10 marketing offices for hotel
reservation.

[ Organisational set-up.

232 The 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
Managers/Managers and Assistant Managers.

Senior Accounts Officer (IT) is the overall in charge of computerisaion in the
Company.

- | Objectives of computerised rese

2.3.3 The main objectives of switching over to computerised reservation
(Internet) from central reservation office are to:

=]

decentralise the hotel reservation from the centralised booking;

provide easy access to the customers/tourists to know about the
availability position of accommodation in the Company’s hotels;

make the reservation process easier at marketmg offlces/hotels within
arid outside the State;

keep proper track of reservation and cancellation made by the
customers and to help them;

reduce the gap of communication between the customers and the
C?mpany’s hotels where the customers actually check in;

increase occupancy in Company’s hotels; and

provide facilityrto 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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2.3.4 The IT Audit of records relating to reservation of hotel rooms of five'
out of 10 marketing offices and 122 out of 55 hotels/yatri mwas/log 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

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

2.3.6 The audit criteria used for the IT audit were:
© The ]['][‘ 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:

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

o Study of the computerised system.

o 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) with
the Managing Director (HPTDC) in an exit conference.

IO | SR S N A

! Marketing Offices: Chandigarh, Delhi, Kullu, Mar“1aIi and Shimla
z Hotels: Holiday Home, Shivalik, Peterhoff, Kunzum, Manalsu, Log huts, Hadimba
huts, Beas, Sarvari, Silvermoon, Castle Naggar and Himachal Bhawan
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2.3.8 Though the company decided to go for computerisation in 1993, it has
not yet framed any policies relating to computerisation. Some of the important
policies wlhlch have not been formed include the ‘Password policy’, ‘The
Backup Pc|>hcy’, ‘The Business Continuity Plan’ and above all the company’s
IT strategy.

Test check of 17 units revealed that trained staff was deployed only in five
units for handlmg advance reservation. In remaining 12 units, either the staff
was not trained or computers were not available for online reservation. In the
absence of adequate on the job training, users were not able to handle different
modules.

The Management accepted (May 2007) the audit observations and stated that
efforts would be made to provide in-house training to.the officials.

Non-conducting of post implementation review

239 Poat implementation review is necessary to evaluate as to whether the
System meets the envisaged requirements. Audit noticed (May 2007) that the

‘Company "had not conducted post implementation review on the working of
the software.

Lack of accounting module in the system

. 2.3.10 The System had no accounting module. The System was being utilised

for electronic blocking of rooms, confirmed reservation of rooms vis-a-vis the
ava11ab111t3|f position of accommodation which was electronically processed by
the Systen’a The- System also did not produce daily/monthly returns for
inter-unit adjustment of reservation amount and calculation of commission of
General Sales Agents or Travel Agents. ThlS was being done manually by the

accounts ofﬁcmls

The Management stated (May 2007) that the matter regarding prov1d1ng of
accounting module was under cons1derat10n and the needful would be done in
the next ph ase. .
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System did not show effective rates

2.3.11 Though, the customers can view d]'lSCOUiIi]lT[ offers, the System gives
actual tariff instead of the discounted rates When he enters the reservation
menu and selects for reservatnon in hotel where discounted tariff is apphcab]le

It was noticed in audlt that
© the System did not dlsp]lay the room rent wnth ]European Plan (EP)’ and
Contmental Plan (CIP) distinctly; :

® in six’ hotels, the System failed to ensure the collection of Modnﬁed

American Plan (MAP) ° charges during May and 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'

© the Company decided (November 2005) to al]low 30 per cent discount on
room rent to senior citizens in all hotels during season and additional 10
per cent over and above the discount.announced in off season. Similarly,
the privilege card holders were entitled to 20 per cent discount on the
charges for accommodation, food and beverages in addition to the discount
announced by the Company.: from time; to time sub]ect to a maximum of 50
per cent. During test check of computensed system for reservation of
rooms in hotels, it was noticed that the System did not contain the facility
of providing discount on reservation of rooms in hotels to senior citizens
and privilege card holders at the time of on hne reservatnon

The Management stated (May 2007) that the gCompany offered various
discounts from time to time and the same were shown under a separate icon
“Special Offer” and that the matter would be considered for rectification
during up-gradation of the System.

Excess deduction 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..

During audit of computerised reservation system in' Marketing Office, Shimla,
Audit noticed that the System did not display the!discounted rates of rooms
rent for monsoon and winter seasons with the rlesu_lt the . customers made
payment as per actual rent through credit card andjcommission was deducted
by the HDFC on the actual rent instead of on discounted rent received by the
Company in its hotel. This resulted in excess deduction of commission of
Rs.0.15 lakh by HDFC 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.

European Plan means tariff of room

Continental Plan means tariff of room includes breakfast

Silvermoon, Sarvari, Beas, Rohtang Manalsu, Kunzum and Holiday Home.

Modified American Plan means tariff of room includes breakfast and lunch or dinner

A AW
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The reports
generated
through the
System were

. incorrect and
misleading.

P rAudzt Report ( Commerczal) for the year ended 31March 2007

The Management stated (May 2007) that onh'ne advance reservation was
started from May 2006 through HDFC bank whereas the System was
deve]loped‘ in September 2000. It was further stated that the matter would be
considered for rectlﬁcatnon during up- gradatnon of the System

‘Generation of faulty reports

2 3,13 Test check of reports extracted from the System for 1 April 2005 for
occupanc;lf of all hotels revealed that the percentage of occupancy of some

| .
hotels was shown as negative.

| . o

| ’
al .

'

. Various reports extracted from the System revealed that the booking
.1~ office-wise business reports reflected Rs.158.08 crore as met amount of
-advance reservation for 2005-06 whereas the final accounts of the Company
eflected the total room rent incomie including booking through the System for
the same year as Rs.15.84 crore only. Thus, the reports generated through the
System were incorrect and misleading.

= ‘ The Management stated (May 2007) that the error had been brought to the

notice of the NIC and the same would be corrected in the software of hotel
reservation system.

. Faulty generation of customer Identification number (ID)

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

_ generated 58 duplicate customer IDs. Such situations may create problem to
the Company as well as to the customers. If two customers have the same
customer [ID and one of them approaches for cancellation of reservation, the
System may cancel the reservation of other cnstomer too who has the same
customer [ID.

Test check of the data revealed that the System had not generated 1,089

customerID 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 in.

. The Management stated (May 72007) that such mistakes happened sometimes
due to technical snag in web server.

Less realisation of advance room rent

2.3.15 The Company revises tariff of hotel rooms from time to time after
analysing the occupancy or after providing extra facilities in the

“: accommodation. The Company generally revises tariff from 1 April each

. year.
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]Dunng test check of reservation of rooms through computer System in three’
lin Janings obschotglsaitwas noticed, that the,tarifh of rooms;in; the Systemwas not linked with

the date from.which, the, tagiff was weffective; ‘and‘ changed;tariff simply over

wrote the existing rates. This resulted in less realisation of advance room rent

__of Rs.0.06 lakh during 2007-08 for reservation: made up to March 2007. It

5.300C | 30- a@,{§<dep11 ed}the Company (ofsthechenefit of enhancedx;-.,adyaneef:;réom rent to the

above extent

OVE.S 1€0.91 bavioest noitasansy el |

.
The Managern ent; stateid oMay 2007) )-fhat, the difference, of room rent was

o
OC..‘

0e.ce

/

LG il id 1o
colle%ted by the concerned unit-at checkoutnme -and-that-the matter would,
hoWever, be cohsidered xfor re%tlfrcatlo ”duti}rfgJ }gdatiah &f the software.

jensys sHBRanaMsYa291 10 |

[Fjazlure to club drfferent category Of rooms thzrongh th;efSystem

g

T

—
rd

o0

YV

[l

s N%!

-
=
i
=
2

N Tal 213716 'J[‘here dre d1fferenﬁ‘categonesf'of ‘rdbmsscmftCompany s hotels. The
' Company changes the category of ro6fhds from fiHe 6 timie (after providing
extra facilities. ! z9ist slduotiqys |

,..k
=
™M
"o
Q
[y
o

O
o

]D;uri‘ng“test ¢check®of the 'System of onh3 e hotels”reseﬁ?atlon it was noticed
th;at after deletion of one category of rqgrﬁgs,p :::w 'theﬁSystem and merger of the
same with other category, the rooms of earlier categoryg;emamed in the data
ﬁlethough they were- shown -as-merged-with- the-other-category in the master
file! a8 the. Systent updates ‘the added' %a"t’ég&y Sf YOO Thus, the deleted

28 ANRIG O0LIsY 1>
category of rooms is available in the rirrer ed categ Ifyﬁiiolr’fﬁrther reservation.
| 10T ©F 291581 2idBoHqqE 1530

v
s
+

Ov.0¢

{ 4

To.cope.with the problems,-the booking-officials- firis‘t'ex‘t‘r'a‘ctéd‘ the reservation

) chart of that hotel and after merglng/deletmg the one category of rooms and
03 290m8vhs lin Dgam conf’irn{ed thts résérvatioq 1 n?h y‘stem 1n “the’ merged category at nil
i dgid vi9v enw dvané‘“eshnanual& OPHS SHNA HateHHen ol st eh the System to avoid

g 28 absi oo coinon T1ois! 'ﬁ)rw t( :xs.mne:wc O} AOENIOT
blencat Tstakes.
sysw ofw saceiot a4l isdi beisoibol 31 Lnoisiisouss Istor of asisy sldsollqge

¥ beevohe
a5 yiiost
ARG ” ) q,h o1

Non-releasing of unoccupied reservation from the System
2971080 #onnily: vs*} 340 2204

MEES

by

£ .
Prer eyt

s meocioyed \"

arfi to sysinsvhe
2eol st baim of

The System does - 2.3.17 As per Company’s. policy, 100 per cent of the room rent for the first
not release g d f d
Mnoccu]pﬁ'eﬂﬁﬁr’ e 08 rnda;)""and{ 50 1pen; Jnceﬂtrfonxsubsequentr;days>3re_.,(§Q, _;beégecelve or advance
reserved Foois. Davisns reserﬁatlg@@irOOmS«ijQmpany1s hotelsAst 2i soasvba :jm

Thus, thea(;ox,_n]panyi* 'T i lverdo To sisb bsiubsdoz 21t s10tsd s1ora 10 2ysb wetd a3vee
. failto regeryeanh 1sh adilesticheck;of arriyal, charts, extracted; {10 nnthe\Syﬁte;nLofquferent hotels for randt
:ﬁ”ms even, though ot selt & 112006:07; revea;ed that:confirmed: reservationsywere Jnade at nil advanceswtovz%~”t&j»£
the sameareliot ™ - rogulay selected. gustomersibut.the, customers, failed torcheck in the hotels’ s e 0T

g S oy A

occupied. the scheduled dates.” The concerned hotels failed to cancel the reservatl‘ ?3)2";:1’};
o bavrszer cdvitemnthe.Systemiwhere;suchi reservations,were imade fottmere than two day__ P

st o1 101y noiPueAe nonireleasing.ofisuchsteservediroomsifrom thezSystem, the Companyisiiasass
st 1avansr Jon ould netaesetve;theseirooniy for othﬂneustomensu baiubadoe 1o eag

. o * T SEFOIY
o 1) 1eq 08 10 aist & Ummnu em 15 0101 Ch.C.a8 0 eagiado motisisonsn ERERRS

o
& G

Beas, Kunzum and Sarvari

69.




Duectoo -
reservation of
rooms:at nil
advances, the
Company.could
not recover
cancellation
charges of
Rs.2.42:crore.

Audtt Report ( Ca mmerctal) for the  year ended 31 March 2007 B}

The table below indicates the position of reservations made against nil
‘advances during 2002-07 and consequences thereof:

Total transaction reserved 19,051 29,638 35,903
Total transaction cancelled 3,692 2,568 4,199
Transaction cancelled out 2,928 2,441 2,910

of reservation made against
nil advances

Transaction cancelled out 764 695 |- 147 127 1,289
of reservation made as per
apphcable rates|

Percentage of cancellation _ 79.31 83.27 93.79 95.05 69.30

out of reserva’n(:)n made
agamst nil advances to total

cancellation

.per applicable Tates to total

Percentage of cancellation 2069 | 1673 6.21 4.95 30.70
dgainst reservation made as \ :

cancellation

)

wThe percentage of cancellation of reservations made agamst nil advances to-
. itotal cancellatlon ranged between 69.30 and 95.05 which was very high in
companson ito percentage of cancellation against reservation made as per
apphcable rates. to total cancellation. It indicated that the persons who were
allowed to reserve rooms against nil advances took undue advantage of the
ifacility and dancelled the reservation at will without keeping in mind the loss

to the Company

' Loss of cancellation charges

2.3.18 As per Company’s policy for cancellation of reservation, 80 per cent of
.the advance|is refunded in case request for cancellation is received before

'iseven clear days or more before the scheduled date of check in. If the request

for cancellat!ion is received between four to six days before the date of check
'in, 50 per cent of advance is refunded. No refund is given if the request for

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

Audit noticed (May 2007) that in case of those customers who reserved the
rooms in holtels at nil advances but cancelled their reservation prior to the
scheduled date of checking in the hotel, the Company could not recover the

i 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 advances as detailed below:

Particulars:

04-05]| 2605-06-] 2006-07 | Total .

Reservation amount
of internet booking
(in lakh)

51033 75412 | 2,680.58

Number of units 36,137 44,156 | 46,8501 52,669 |~ 64,835 244.647
(rooms) reserved

Reservation amount 1,023 993 1,109 1,137 1,163 5,425
per unit (Average) '
(rupees)

Units cancelled of 7,553 12,467 24,041.| 28,111 36,211 1,08,383
nil advance ' .
(numbers) f

Reservation amount 77.27 123.80 266.615 319.62 421.13 1,208.43
to be taken :
(in lakh)

Minimum 15.45 24.76 53.32 63.92 84.23 241.68
reservation amount
to be cancelled at the
rate of 20

per cent

(in lakh)

It was noticed that the cancellation of reservation was being done manually
instead of through the System. The System should have automatically
calculated the refund admissible and released the reservation. Audit further
noticed that though the booking officials cancelled the reservation from the
System, the amount refunded was not entered in the System .in most of the
cases. Thus, the reports generated for analysmg 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 customers of seven® 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 resultmg in loss of cancellation
charges of Rs.3.81 lakh.

Failure to use transport reservation sysiem software.

2.3.19 The web site of the Company shows the accessibility to the particular
place and also the transport-facility available in Company’s vehicles but the
reservation in the Company’s vehicles is not available online. The Company

Rs.0.75 lakh from National Informatics Centre Services Inc.

8 Holiday Home, Peterhoff, Kunzum, Hadimba Cottage, Rohtang Manalsu, Log Huts
and Beas
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. _ Chapter III Performance Reviews rel:ating to Siiztutory 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, transmission and distribution of
electricity in an efficient and economical manner in the State. Sale of power is
regulated with reference to the tariff fixed by the Himachal Pradesh Electricity
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 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 network of the Board. The
organisational chart is annexed as Annexure-XVL.

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 conducted from November 2006 to
April 2007 covers examination of overall efﬁ01ency of the Board in
fixation/revision of tariff, billing and collection/accountal of revenue from all
the categories of consumers for energy sold durmg 2002-03 to 2006-07. Four
out of 12circles having 75 sub-divisions were selected for detailed
examination on simple random sanipling method without replacement, which
contribute about 64 per cent of the revenue of the Board.

Solan, Nahan, Una and Dalhousie
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3.1. 3 The audit ob]ectlves of the Performance review were to ascertam
whether:

(2]

. o » .
aggregate revenue requirement (ARR) projec:ted in the tariff petitions to
HPERC for determination of tariff were realistic and filed annua]lly in
time; |

energy was sold to consumers with reference to HPERC gulde]lmes and

tariff rates; . !

billing process was carried out effectively, "Ienergy charges were billed

~correctly and revenue realised efficiently and accoumed for correctly;

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

internal contro]l mechanism was efficient and effectlve

3.1.4 The audit criteria adopted for assessmg the achievement of audit
objectives were: | ’ ‘

]

. takmg action agamst the defau]ltmg CONSuUmers:.

billing schedule, tariff distribution code and commercnal/revenue manuals
issued by HPERC and Board; g

l
procedures, guidelines and rules and regu]lauons laid down by the State
Government, HPERC/and the Board; |

directives issued by the HPERC and Board for reduction of losses,
employees cost, debt re—stmctunng, metering, b]dlmg and collection; and

directives of the State Govemment/}[-]IPERC/Board rules/regulations for-

3.1.5 The following mix of audit methodologles was adopted for achieving

the audit objectives of the ]perfonnance review: ;

©

study of Regu]latlons/OrdersllDlstnbudon Codes issued by HPERC and
Commercial and Revenue Manua]l/Olrders of HPS]EB

examination- of annual reports and performance reports of the Board,

~ agenda and minutes of the meetings of the members of the Board,;

scrutiny of agreements executed with consumers, meter reading, sealing
certificates, billing files, revenue collection sy'stem and other reports;

analys1s of targets and achlevements of the Jrevenue and effectlveness in
realisation of revenue; ' .

issue of audlt enqumcs and mteractlon with. the Management.

i
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Due to delay in
filing of tariff

petitions/submission

of incorrect data,

the Board could mot - ' |

realise potential
revenue of Rs.24.14
crore.

Audtt Report ( Commerctal ) for the ear ended31 March 2007

3.1.6 Audit findings, arising fromthe performance audit of Tariff, Billing
and Collection of Revenue in the Board were issued (June 2007) to the
Government/BoaId and were discussed (16 August 2007) in the meeting of the
Audit Review Committee for State Public Sector Enterprises (ARCPSE). The
Secretary,[ Multi-purpose Project. and Power, Government of -Himachal
Pradesh alnd Member (Finance), Member (Technical) and Member (Operation)
along w1th other officers of the Board attended the meeting. The views

explressed| by the members have been taken into consideration while finalising

. the review.

Non-filing/delay in filing of Aggregate /Revemae Requirement (ARR )

307 The ]Electnmty Regu]latory Commlss1on Act, 1998 lays down the

methodology and procedure to be adopted by the utility for filing ARR with

'HPERC. ’As per laid down procedure, the utility has to submit full details of

its expectled aggregate revenue from the charges for the financial year to the

HPERC a1t least three months before the ensuing financial year or part thereof.

" The Indian Electricity Act, 2003 (IE Act, 2003) provides that the tariff
. detelmne:d by the HPERC should safeguard the interest of the consumers,
~ensure recovery of cost of electricity in a. reasonable manner and

reduce/eliminate cross subsidy within the period to be specified by the
HPERC. | The HPERC approved first cost based tariff in November 2001.

- Revised tariffs were approved by the HPERC in lfu]ly 2004°, July 2005 and

Tuly 2006

It was noticed that due to non-filing of tariff petitions for 2002-03 an_d
2003-04 and delay in filing of tariff petition/submission of incorrect data, the

. Board/Goyernment could not realise potentnal revenue of Rs.24.14 crore as
: discussed below:

e The Board fanled to submit ARR/tanff petltlon for the year 2002-03 and

2003- 04 which resulted in increase in revenue gap: To bndge the revenue
gap, the Board raised - short term loans of Rs.185 crore from REC
(Rs. 65 crore), PFC (Rs. 30 crore) and United Commercial Bank (Rs.90

' crore)|and paid interest of Rs:8.67 crore on these loans. It also deprived
the State Government of the revenue receipt of Rs.70.01 lakh on account
of tariff petition fee payable.at.the rate of 2 paise for every 20 Kwh (units)
as ]prolvided under the Conduct of Business Regulation 2001, which was
ultimately recoverable from the consumers through tariff.

§ Loss of Rs.48.83 crore for the delay in filing tariff pétmon for the year 2004-05 has

already been commented upon in para 6.5 of the Report of the C&AG of India for; the
" year 2004-05
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. Non-restructuring of high cost debt

© In terms of the above procedure, the Board filed (November 2005) its
application for ARR for 2006-07 with the HPERC As the application was
incomplete, the HPERC did not admit the same The required additional
information was finally submitted by the Board on 16 June 2006 and the
tariff order issued by the HPERC on 3 July 2006 was made effective by
the Board from 8 July 2006.

- Failure of the -Board to file complete details in tirrile resulted in non-realisation

of potential revenue of Rs.24.14 crore from April ’:co June 2006.

The Government stated (August 2007) that the! tariff petition for 2002-04
could not be submitted due to introduction of major changes in tariff structure
by the HPERC. Since the tariff petition was nelther filed nor processed, the
question of loss of revenue to the Government d1d not arise. The HPERC had
compensated the Board to recover the 1ncreased 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 durmg April 2006 to June 2006
as there was delay on the part of the Board in forwiarding the requisite details.

The reply of the Government establishes the fact that the Board failed to

~comply with the directives of the HPERC resultlng in loss of revenue.

Further, the Board was allowed to recover only Rs.23 crore out of total
revenue gap of Rs.185 crore. The Board also failed to file the true up petition-
for the recovery of this amount though there was prov1s1on for the same in the
tariff order for the year 2005-06 and admitted that the delay was on its own
part. ‘ ,

i

3.1.8 On the direction (June 2004) of the HPERC, the Board assured
(June 2004) to re-structure the high cost debt with low rate of interest by the
end of October 2004. Accordingly, the HPERC deducted (July 2004)
anticipated interest saving of Rs.10.03 crore on Ioans and bonds from the ARR
for 2004-05. The Board, however, failed to re- structure the high cost debt of
Rs.692.98 crore (bonds: Rs. 500.98 crore and bank loans: Rs.192 crore) in the

- prescribed time schedule. So far as bonds are concemed redemption of bonds

(except for SLR bonds) could not be done as there was no provision for early
redemption of the bonds in the terms and cond1t10ns of various bonds. In case
of SLR bonds amounting to Rs.58.44 crore raised. (January to March 1999)
from Kangra Central Co-operative Bank and H.P. EState Co-operative Bank for
seven years, the Board did not exercise the option for redemption after five

years (March 2004). This.has been commented i in paragraph 4.8 infra of the

‘Report., The bank loans were restructured in J anuary 2005 after a delay of two

months from the prescribed time schedule assured },to HPERC. This resulted in
non—adjustment of interest of Rs.4.96 crore from the consumers through tariff.
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Similarly, while finalising the tariff order for the. yeat 2006-07, the HPERC
disallowed interest charges of Rs.43.25 crore on high cost debt on the same
analogy which also could not 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. by the HPERC. Accordingly, the HPERC had also
dropped the-direction in tanff order for 2007-08 and the Board would file true
up petition on account of the above judgement. It was also stated that by
restructurmg the old hlghI cost debts with cheaper rate of interest, the Board
had saved lnterest of Rs. 59 36 crore over the remammg period of these loans.

* The reply is not tenable as the Tribunal had set aside (July 2006) disallowance
of portion of interest W1th the directive that the Board would take effective
steps to réduce 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 |SLR bonds: Rs.333.61 crore and SLR bonds:
Rs.29.99 cro;re) so far (August 2007).

Payment of excess fee for tanffdeterminaiion

3.1.9 The HPERC is empowered to detenmne the tariff within the State
The Board, while filing TARR for the financial years 2004-05, 2005-06 and
2006-07 paid tariff deter[rmnatlon fee of Rs.52.56 lakh, Rs.50.52 lakh and
Rs 54.73 lakh respectlvely at the rate of two paisa per 20 Kwh on total energy
available for sale mcludmg inter-state sale. Since the inter-state sale is
regulated by the Centtal Electricity Regulatory Commission (CERC),
inclusion of mter—state salle while calculating the fee payable resulted in excess
payment of tanff determmatlon fee of Rs.31.65 lakh and consequent excess

: I
-. recovery to that extent frorx the consumers.

“The Government stated (August 2007) that the fee was pald in accordance
. with the conduct of busmess regulations for total power available for sale
. within and out side the State The reply is not tenable as the tariff relating to

" interstate sale of power. ]lS determined- by the CERC. Thus, the payment of
'+ petition fee to the HPERC in respect of interstate sale was not in order.

Expenses _dtsallowed by the HPERC

3.1.10 As per the CERC guldehnes the Board was requlred to file petltlon for
determmatlon of pI‘O_]eCt—WISC generation tariff. The HPERC had also issued
direction” in the tariff order for 2004-05 whereby the Board was required to
file applications for ﬁxm[g the cost of generation in respect of Board’s own

;o

As per Section 86 (a) r"ead with Section 79 of the Indian Electricity Act 2003

No. 9 424 dated 2 Ju'zy 2004
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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. durmg December 2004 did not
submit petition for generation tariff as relqulred above and submitted
generation petition only during January 2‘005 based on allocation of

expenditure and not on actual basis. During the hearing (June 2005) by the
commission, the Board submitted that it was not in a position to' submit

separate petitions for each of its Power Hous.es due to non-maintenance of
data. Consequently, the HPERC in its 1nter1mw| order directed (June 2005) the
Board to submit additional information on generation tariff by 13 June 2005

" but the Board failed to submit the same (August 2007).

From the available data the HPERC observed (March 2007) that generation
cost of some of the Power Houses was on \hxgher 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 submit the applications as per the
CERC/HPERC’s guidelines and also the inforlmation sought by the HPERC,
the generation cost of Board’s four projects; (Binwa, Thirot, Gumma and
Nogli) was slashed by the HPERC by Rs. 6 02 crore and could not be °
recovered from the consumer through tariff resultmg in loss to the Board to
that extent. : ;

The Government stated (August 2007) that the Board would file true up
petition on the basis of the judgment (July 2006) given by the Appellate
Tribunal. The fact remains that the cost oﬂ generation disallowed by the
HPERC would remain un-recovered.up to March 2008 as the Board failed to
include the above amount in the tariff petltlon for the year 2007-08 filed on
30 November 2006.

3.1.11 During the financial year 2004-05, the Board purchased 4,763.531
million units (MUs) of energy from other a'genctes such as Punpjab State
Electricity Board, (PSEB), NTPC, NHPC, etc. |Wh11e filing ARR for 2005-06,
it, however, envisaged power purchase !of 3,452 MUs (excluding
Government’s share) valued at Rs.704.21 crore which was 72.47 per cent of
the power purchased during 2004-05. The HPERC approved purchase of
3,624 MUs valued at Rs.692.18 crore. It was| 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. 1082 30 crore.

The Government stated (August 2007) that the HPERC in its tariff order for
2007-08 had approved (April 2007) the powerlpurchase 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 expendlture of Rs.1,082.30 crore. Due to
incorrect estimation, recovery of Rs. 1365.56  crore (Rs.1,057.74
crore- Rs. 692.18 crore) was delayed by two years and an amount of Rs. 24.56
crore could not be recovered.
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3.1.12 In the tariff orders for the years 2005-06 and 2006-07, the HPERC had
disallowed an expenditure 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 submission of data (Sr. No. 5 to 7) in tariff petition to HPERC
as tabulated below:

Year of
Sr.| tariff

No.| petition

Actual
expenditure

Expenditure
allowed

Difference

(Rs. in crores)

1| 2005-06 &
2006-07

7.50

7.50

Expenditure of Rs. 7.50 crore on
account of employee cost was
disallowed as the Board had deviated
from the adopted pay scale pattern of
the Punjab State Electricity Board
(PSEB).

2 | 2005-06
&

2006-07

176.05

94.58

(2005-06
Rs.28.74
crore and
2006-07
Rs.65.84
crore)

81.47

Merger of 50 per cent Dearness
Allowance (DA) in the Basic pay was
allowed by the State Government
subject to consideration of resource
scenario. Since the Board was running
in losses the impact of merger was
disallowed by the HPERC with the
direction not to allow any future
increase in DA till the efficiency is
improved by the Board.

3 | 2006-07

131.46

131.46

Differential amount of two part” billing
for interstate purchase of power as per
CERC orders of 2005 for the period
2004-05 (Rs.80.46 crore) and 2005-06
(Rs.51 crore) was not passed on to the
CONSUMers.

7.65

Expenditure of Rs.7.65 crore incurred
on account of employees cost of Larji
and Khauli Hydel projects was not
allowed 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 of Rs. 88.97 crore
on account of terminal benefits to its
employees, the Board claimed only Rs.
68.70 crore in its tariff petition.

6 | 2005-06
&  2006-
07

4.22

The Board did not include an
expenditure of Rs.2.37 crore for 2005-
06 and Rs.1.85 crore for 2006-07 on
account of Rent, Rates and Taxes and
audit fee in its tariff petition.

7 | 2005-06

53.89

41.68

The amount of Rs. 12.21 crore could not
be claimed due to the fact that against
the actual charges of 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 capacity charges as well as energy charges
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J
The Government stated (August 2007) that the dev1at10n from the pay scales
pattern of PSEB was allowed to employees with the approval of the Whole
Time Members (WTMs) of the Board and in v1e:w of the decision of Appellate
Tribunal, the actual expenditure of Rs.83.55 crore on account of merger of 50
per cent DA in basic pay for the year 2005-06 v&"as allowed in true up pehtlon :
for 2007-08. The balance if any, would also be claimed. The reply is
contradictory as the Board had earlier adopted |the pay pattern of the PSEB.
. Moreover, it would recover only Rs.54.81 crore (Rs.83.55 crore - Rs.28.74
crore allowed) incurred during 2005-06 in the lyear 2007-08 and the excess
expenditure of Rs.26.66 crore (Rs.92.50 crbre—Rs 65.84 crore allowed)
incurred during 2006-07 would be recovered only during 2008-09, if allowed
by the HPERC. :
|
In respect of cases mentioned at Sr. No. 3 and 5 to 7, the Government stated
(August 2007) that the HPERC had allowed expendlture 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. Np.7) on actual basic in tariff
order for 2007-08. In case of employees cost (Slr No. 4) of Hydel Projects, it
was stated (August 2007) that the Board would file true up petition on the
basis of judgement (July 2006) of Appellate Tribunal. The reply is not tenable
as the expenditure of Rs.168.16 crore was allo‘wed by the HPERC in tariff
order for the year 2007-08. The Board would ble 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 tlrue up petition was yet to be
filed. Thus, out of disallowed expenditure of Rs.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 years.

|
Non-recovery of surcharge on delayedpaymentiof subsidy

3.1.13 Surcharge of Rs.3.52 crore on delayed payment of subs1dy recoverable
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
tariff for 2004-05. |

| :
The Government stated (August 2007) that su"rcharge on subsidy was not

acceptable as the Board also delayed payment of free power, ‘electricity duty
and repayment of loans to the Government. |

|

3.1.14 In the process of transmission and dismbution, considerable energy is
lost. Transmission loss is the technical loss duPT to inherent characteristics of
transformers, cables and conductors, etc. Di§uibution loss occurs due to
inherent characteristics of distribution system and a part of it is lost due to
leakage of energy on account of theft, defective meters, meter readings not
taken, efc. (commercial losses). Large part of energy is also dissipated in the
system due to inadequate provision of system compensation through
installation of capacitor banks at load end amd in the premises of the

consumers.

Excess transmission and distribution losses

I
|
83 :
|



The value of
excess 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 of T&D losses fixed
by HPERC and excess losses as worked out by Audit are given below:

(In MUs)
Sr. Particulars 2002-03 2003-04 2004-05 2005-06 2006-07
No.
1 | Total power 4,079.576 5,302,527 | 5,605.123 | 6,246.306 | 6,442.779
available for sale
2 | Inter state sale 688.026 1692.889 1658.999 1722.531 1255.270
3 | Sale within the state 2,519.002 2,726.324 | 2954.155 | 3,568.689 | 4,351.303
4 | T & D losses §72.548 883.314 991.969 955.086 836.206
5 | Percentage of T & D 21.39 16.66 17.70 15.29 12.98
losses
6 | Targetof T & D loss
as fixed by HPERC
(per cent) :
(i) Inter state G 3 3 3.45 3
(11) Within the state 22.5 215 20.5 19.5 18.5
7. | Losses as per target 779.590" 817.172 849.746 931.685 991.330
fixed by HPERC
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 records of the Board and HPERC.

A scrutiny of records revealed that while approving tariff for 2001-02
(29 October 2001), the HPERC fixed T&D losses 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 2001) 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 value of excess T&D losses over the targets fixed worked out to Rs. 79.75
crore during these years. During 2006-07, the Board was able to bring down
the losses below the target to the extent of 155.124 MUs.

Inter state sale of 688.026 MUs being equivalent to 97 per cent. Inter state sale
inclusive of loss is thus = 709.31 MUs. Inter state loss being = 21.28 MUs. Sale
within the State = 3,370.266 MUs (4,079.576- 709.310 MUs). Loss allowed by
HPERC for sale within the State = 758.31 MUs (22.5 per cent). Total loss allowed
by HPERC = 779.590 MUs (758.310 MUs+21.280 MUs). Figures for the remaining
vears have been worked out accordingly
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The Government stated (August 2007) that tLe Appellate Tribunal had
directed the HPERC to allow 22 per cent loss as an ad hoc one time measure.
It was further stated that the losses for the year 2004 05 and 2005-06 had been
allowed in the tariff order for the year 2007-08. ’I[‘he reply is not acceptable as
the Board failed to recover the losses -for ‘the |yea1r 2002-03 and 2003-04
amounting to Rs. 35.07 crore. Moreover, the lossles for the year 2004-05 and
2005-06 would be recovered after a period of two to three years.

Cross subsidisation |
|

3.1.15 The Electricity Act, 2003 provides that the tariff mechanism should
reduce and eliminate cross subsidies within the pfescrib’ed period as specified
by the Board. The details of cross subsidisation i. e. positive (+) or negative (-)
contribution in the share of assessment as complared to the share in energy

consumption by various categories of consumers for a period -of five years up .
to 2006-07 are given in Anmnexure-XVII. As can|be seen from the Annexure,

the domestic consumers are largely benefited from the cross subsidisation at
the cost of other categories of consumers. The agriculture consumers are
being billed at the rate of 50 paise per unit as aglamst the cost of Rs.4.57 per
unit. The subsidy on this account could not be {;vorked out as the necessary

data in respect of agriculture consumers was not made available to Audit.

3.1.16 Billing and collection of revenue mechamsm of the Board has been
laid down in their Sales Manual Part-I. Guldehnels/mstructlons for billing and
collection are also issued by the HPERC and the Chief Engineer (Commercial)
from time to time. The source of revenue of the Board is sale of power to its
consumers. Electricity is one industry where sahla is invariably on credit and
receipt of revenue takes place after a certain pcnod Therefore, prompt and
accurate billing is necessary for improving the ﬁnlanmal position of the Board
and any laxity may entail huge losses of revenue! In order to ensure prompt
and accurate bi]l]ling, the following are the basic reclqluirement's:

© Installation of meters of required capacity capable of recordmg different
parameters as per the tariff provisions. :

® Prompt and accurate billing in accordance Wiﬂ:l the tariff provisions.

© Recording of meter readings on due dates.

|
® Levy of penalty for violation of terms andll conditions of supply and
immediate disconnection in case of n‘dn—paymei:nt of dues.

@ Compliance of provisions of Indian ]E]lectricilty Act, 2003, Sales Manual

Part-I and directives issued lby the HPERC andl the Board.

I
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Un-billed revenue
increased from
Rs.29.13 crore as on
31 March 2003 to
Rs.81.86 crore as on
31 March 2007.

i

" The Board failed
to recover cost
share of Rs.10.13
crore from the -
‘consumers for
providing
connections
though it could
have been
recovered as per

_regulations framed
bv the HPERC.

- -Audtt Report ( Commerctal) for the  year ended 31 March 2007

" As on 31 March 2007, the billing of all categories of consumers, except large

" supply cons:umers, was being done through 226 sub-divisions. The billing of

large supply consumers was done through Central Billing Cells at circle level.

It was observed that non-billing of consumers in accordance with the la1d
down procedure and applicable tariff resulted in non-recovery of cost share”

from consumers, peak load violations, non-billing of consumers for energy
recorded at |the sub-stations, wrong verification of load, un-authorised use of
power, contract demand violation, wrong application of tariff, efc. as discussed
in the subsequent paragraphs.

Failure to bill the consumers as per the billing cycle

3.1.17 The|Board adopted (March 2001) monthly and bi-monthly billing

cycle for urban and rural areas respectively. The Board has, however, not
maintained data to show the number of consumers in the urban and rural areas

1 separately. It does not know as to whether the adopted billing cycle is being
, followed or not.

Scrutiny of records revealed (March 2007) that the
prescribed bllhng cycle was not being followed in 22 sub- divisions® test
checked in jaudit. In these sub-divisions billing was being done after three,
four and fiyve months resulting in delay in collection of revenue. Further,
scrutiny of [records revealed that per year unbilled revenue increased from

' Rs.29.13 crore as on 31 March 2003 to Rs.81.86 crore as on 31 March 2007.

" The Government while accepting the audit observation stated (August 2_007)

that the bilhlng cycle could not be adhered to as the sub-divisions did not have

“adequate skilled manpower. Efforts were underway to outsource the billing to

ensure regular billing.

" 3.1.18 Non-recovery of cost share

In pursuance 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 | 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
Rs. 10.13 crore from the concerned consumers:

2 (Rs. in crore)
Nahan circle : 64 9.49 1.14 Cost share' on account of
capacity addition of Kala
Amb, Paonta, Sataun and
Dhaula Kuan sub-stations.
2 | Kala Amb, Dhaula 4 ©0.64 0.08 Cost share not recovered in
Kuan and Paonta Sub- | i - | terms of the sanction orders.
division

Source: Compiled from the relevant records of concerned circle/sub-divisions.

Cost.share: Share of cost incurred by the Board for making power available to the consumers
These; sub- divisions were under Una, Kangra and Hamirpur circles of the Board
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In respect of above cases, the Government  stated (August 2007) that the

recovery has been held up in view of stay on relcovéry by the HPERC. The

reply is not tenable as the Board did not furnisﬂ (August 2007) the requisite
details to the HPERC for calculation of realistic| per KVA cost data resultmg

in stay by HPERC. |

1

® In case of two industrial consumers (Tannu Alloys and Ferro Chem.) under
Una circle, the power loads were sanctioned (June 2005 and July 2006)
subject to the condition that the proportionate cost of 33 KV
dedicated/joint feeder or augmentation of exlisting feeder along with bay
and associated equipment at both ends would 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\ers but the proportionate cost
of Rs.35.22 lakh of the bay and terminal equ1pment at the sending end and
also the interest liability of Rs.4.22 lakh thereon was not recovered. It was
noticed (March 2007) that in case of Tannu Alloys (now Balaji) to whom
connection was released by tapping the e:xist'mg 33 KV Amb-Gagret
feeder, the losses on the system increased lto 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 1ncrease in losses nor charged
the same (10.16 lakh unit valued at Rs.21. 33 lakh) from the consumer so

far (August 2007).

The Government stated (August 2007) that t]he connections to both the
consumers were released by tapping 33 KV 11ne emanating from 132 KV
sub-station at Amb due to non—avallablhty |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. ,‘ .

The reply is not tenable as the Board had the nght 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 SpClelC to the- audlt

observation. l‘
Non-levy of peak load violation charges {

3.1.19 Schedule of tariff applicable from time to time envisages the levy of
peak load violation and energy charges for draw& of power over and above the
load exempted for peak load hours.  Schedule of tariff further provides that if

an industrial consumer wants to run his unit durmg peak load hours, prior

sanction of the competent authority was required failing which the consumer
was liable to pay violation charges. The HPERC 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, Audi\'t observed as under:

" o In case of five* consumers under Nahan and Solan circles, the bills for

penalty for drawal of power over and above:i the sanctioned load for peak

* Malwa Cotton, Lime Chemical, Pragati Paper Mtll Kamla Dial and Pronto Stearing

I
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hours were not raised in accordance with the: guidelines issued by the
HPERF for over drawal of power. This resulted in non-levy of peak hour
violation charges of Rs.2.61 crore during January 2002 to May 2005.

The Government stated (August 2007) that no mention of light load in the
sanction was made which was otherwise deemed to be exempted. The reply is
not relevant as according to the award pronounced (August 2002) by the
HPERC, the load sanctioned for the peak hours was to be considered as

contract demand (which was inclusive of light load) for peak hours.

© The Board allowed peak load exemptlon from April to October during the
year to three industrial consumers { ACC Barmana (August 1995), GACL
]Darlaghat (August 2001) and Gonnterman Nalagarh (March 1998)}. For
Novemlber to March, the consumers were required to obtain separate
exemption sanction. Though these consumers drew power during peak
load hours in November to March without sanction, the Board did not take
~ any acﬁon to recover the peak load violation charges for the period from
Novembelr 2001 to March 2005 resulting in revenue loss of
Rs.16.99% crore. ‘

" The Government 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 no|t tenable as the consumers were allowed peak load exemptions for
summer months 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.

© A consumer (Sidhartha Super Spinning Mills) under Nalagarh sub-division
drew power over and above the sanctioned (May 1984) contract demand -
(CD) of 1400 KVA and 494 KVA for peak hours during summer and
winter months respectively against sanctioned load of 1847.2 KW with
effect from May 2002 to May 2005 in violation of peak hour’s restrictions.
- The Board, however, did not levy penalty for violation resulting in short
recovery of Rs.1.67 crore from the consumer (June 2007).

. The Government stated (August 2007) that the sancﬁon for peak load was for

1847.2 KW, (2052.44 KVA). The reply is not tenable as the consumer should
have been jallowed to draw power up to 1400 KVA and 494 KVA during
summer and winter months respectively in view of peak load sanction

accorded d}mng May 1984 instead of 1847.2 KW which was his connected
load. Furthler the consumer had neither applied for fresh peak load exemption

nor the restriction imposed (May 1984) for winter months was lifted by the .

" Board.

© The Chief Engineer (Commercial) Shimla imposéd (December 2006)
power restriction of 70 per.cent of the load exempted for peak hours on the
consumers who were allowed evening peak load exemption due to restricted

$ ACC; 4Rs. 9.34 crore, GACL: Rs. 6.23 crore and Gounterman: Rs.1.42 crore

88




|
|
]
|
!
E
i

_ Chapter III Pet;formance Revzews relatmg to Statutory cotporatwns

availability of power. In six* cases, the vrolatron charges of Rs.1.01 crore for
December 2006 were levied (January 2007) by the central billing cell at Solan

for violation of peak load restrictions. The Board on the basis of -

representations received (January 2007) fron‘l the concerned consumers
withheld (March 2007) the recovery of violation charges on the plea that the
field units had not conveyed the message f‘or such restrictions to the

consumers. }

\
The Government stated (August 2007) that the recovery of violation charges
for the month of December 2006 had been Wa1ved off. The reply is indicative
of the state of affairs in the Board as instead of recovering Rs.1.01 crore, it
waived off the recovery from the defaulting consumers.
|

e In Barotiwala sub-division, an industrial coneumer (Deepak Spinners) had
sanction to run 533.300 KW load including 115 'KW for lighting during peak
hours. The consumer was allowed (August 1936) extension of load to 788
KW which was extended up to February 1987 on the request of the consumer.
There was, however, nothing on record to shbw that, the consumer was
granted extension beyond February 1987. The consumer drew power during

peak hours over and above the earlier exempted load of 533.300 KW during -

April 2002 to August 2005 for which penalty of Rs 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 relatirllg to extension for peak load
exemption granted beyond February 1987 were not 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 KVA.

@ It was also noticed that, in case of 39 industrial consumers under Solan and
Nahan operation circles, peak load exemption/violation charges of Rs.4.24
crore (Annexure-XVIII) were not recovered|resulting in loss to the Board
to that extent.

Delay/non-overhauling of consumer accounts

3.1.20 Schedule of tariff applicable from November 2001 provided for levy of
demand charges. at the rate of Rs.125 per KIVA in respect of industrial
- consumers on actual recorded demand or 80 per| cent of the contract demand,
whichever was higher. In respect of consumers to whom the connections were
released prior to November 2001, the Board offered various opportunities for
entering into fresh agreements for contract demand. Opportunities so offered
by the Board to enter into fresh agreements for contract demand were set aside
(August 2002) by the HPERC. The Board decrded (February 2004) to enter
into fresh agreements for contract demand and te overhaul the accounts of all

|
Auro Spinning, Mahabir Spinning, Birla Taxtile, Winsome Taxtile, Raja forging and
N.M.T Spinning Mill .

l
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such consumers by charging the demand charges- on the actual recorded
demand du'nng November 2001 to February 2004. In this regard, Audit
observed as under: .

- ® In 10 cases under three” sub divisions, the accounts of the consumers for

the penod November 2001 to February 2004 were overhauled after one
year and 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 de]lay or

non-receipt of revenue.

The Goverxllment stated (August 2007) that the accounts of all the consumers

" had been overhauled. The delay was due to more number of consumers and in

certain cases the decision of Court was awaited. The reply is silent as to

[
whether the amount has been recovered from the consumers or not.

e A meter change order was issued (July -2002) to replace the electro

mechanical meter installed on the premises of Swastik Food Products,
Damtal jwith 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
Abndged Condition of supply (14 ¢) was not taken.

The Government stated (August 2007) that the previous as well as replaced
meter did not show abnormal consumption and slight increase in consumption

.~ could not be charged for the previous period. The reply is not tenable as

. variation in energy consumption on replacement of meter was between 81 to

320 per cent which could not be termed as slight variation.

' Non-billing of consumers for consumption recorded at the sub-stations

3.1.21 The| monthly energy consumption and contract demand recorded

- through energy meters installed at the premises of the consumer being fed .

through an ;mdependent feeder should invariably be compared with the reading

~ of that particular feeder recorded at the sub-station. The Chief Engineer

" six cases (A

' (Commercial), issued (November 2003) instructions stating that the metering
~+ and billing of consumers provided with connections through dedicated feeders
- should be done at grid sub-station from where power supply emanates. Audit, -

however, observed that this requirement was not complied with in respect of
‘mnexur&XIX) resulting in short billing of Rs.2.85 crore.

Barotiwala, Nalagarh and Parwanoo
e Winsome Taxtile, Winsome Spectrum Winsome Spinner, Delux Enterprises and
Deepak Spinner
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Wrong verification of light load ‘

3.1.22 The HPERC decided (August 2002), ‘that in case an industrial
consumer having no peak load exemption, draws power over and above the
light load during peak hours, the entire drawal of power should be charged at
the rate of Rs.300 per KVA. The HPERC in its tanff order (July 2005) further
provided that the light load as per test report shall be deemed to have been
exempted. As such, no separate peak load exemptlon is required for light

load. |
\

In nine” cases under Solan circle, the Board whllc releasing the connections
(July ‘1987 to May 2005) included the connectedl load of industrial power
plugs ranging between 144 and 393.78 KVA m the bonafide factory I]lght§
load instead of taking it under industrial load. This resulted in wrong
verification of light load. In one case out of the "libOVC nine cases, the load of
machinery such as balancing, Wmdmg, stackmg, lathes, cutting, trickling
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 considering the industrial load
as the bonafide factory light load during the period February 2002 to

October 2006. o

|

The Government stated (August 2007) that demand notices for recovery of
Rs.22.38.1akh 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 unit were part and parcel of
light load. The reply is not tenable as the notlces: for recovery were issued in
respect of Government connections only. In case of private consumers, the
load of similar nature was considered as light load which was indicative of the

tendency to favour private consumers.

Delay/non-issuance of bills in respect of temporary connpections

3.1.23 Sales Manual Part-I stipulates that in cascla of temporary connections,
meter readings should be taken monthly and energy bills issued to the
consumers regularly. Scrutiny of records in this regard revealed non-recovery
of revenue of Rs.98.22 lakh (Annexure-XX) for|the period January 2004 to
November 2006 due to late issue of bills (five consumers), bills issued after
disconnections (four consumers), accounts of consumers not opened in ledger
(15 consumers) and energy consumed by ’consumers not recorded
(13 consumers).

l
|
|
|
|

Audhinik Packagers, A.B. Tools, Cosmo Ferrite.;, V.K. Appliances, Shivathene,
Henkel Terson, B.C.C. Fuba and C.R.I (2 Nos) }
8 Energy consumed for light in the factory premises including factory building, offices,

store, canteen, library, factory yard lighting, welfare centers, etc.
| .
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The Board failed to
recover Rs.23.95
crore from the
consumers for
failure to observe
the conditions of
sanction of power.
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The Government stated (August 2007) that an amount of Rs.1.38 crore had
already been recovered from 125 consumers. The reply is not acceptable as
Rs.1.38 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 of
energy charges at different rates for energy consumed during normal, night
and peak hours, besides penalty on over drawal of power during peak hours.
In order to record all these parameters, 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 consumers. The
Board in some cases did not download the data from MRI 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 was 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
furnished to show whether the recoveries included the cases noticed by the
Audit and no reply was given for the time difference in the meters installed at
the premises of the consumers. The matter requires a detailed review.

Un-authorised use of power

3.1.25 General condition of sanction order provides that in case of
infringement of any of the condition of supply, the sanction shall be deemed to
be cancelled. Further, Section 126 of Electricity Act, 2003 provides that if on
inspection of any premises of a consumer, the inspecting officer comes to a
conclusion that such consumer is indulging in unauthorised use of electricity,
the assessment in such cases shall be made at a rate equal to one and half time
the tariff applicable for the relevant category of service. Scrutiny of records in
this regard revealed that in cases detailed in Annexure-XXII, though the
consumers did not adhere to the conditions of sanction order, the Board failed
to charge them for violation resulting in non-recovery of Rs.23.95 crore for the
period June 2003 to February 2007.

The Government in respect of the cases mentioned in the Annexure-XXII
admitted (August 2007) the lapse but gave no reasons and what remedial
action would be taken.

3.1.26 The Sales Manual Part-1 envisages that normally a consumer, in
accordance with clause 27 of the Abridged Conditions of supply, shall not,
without previous consent in writing of the Board, assign, 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 apphcatlon form by the person in whose name the connection is
sought to be transferred, should be made to the| local officer of the Board
accompanied by the consent of the existing consumer for change of name. It
was observed that, a power connection with connected load of 177.82 KW was -
released (February 2005) in favour of Mars Chemcarb Dhaulakuan. The load
was subsequently (August 2005) increased to 989 904 KW. The above firm
changed its name before the issuance (August 2004) of power availability
certificate (PAC) to Gulshan Chemcarb Ltd which further merged
(April 2004) with Gulshan Chemfill, a company regrstered (October 2000) in -
Uttar Pradesh which shifted (October 2004) its business to Himachal Pradesh. -
The Board had released the power connection 1n| favour of Mars Chemcrab
Ltd. It 1s pertment to mention here that the exrstlng consumer Gulshan
Chemfill” was paying énergy charges through cheques in his name and the
Board was issuing receipts in the name of Mars Chemcarb and did not
question the consumer or report to vigilance. The new consumer applied
(February 2006) for the change of name. which v&las accepted (July 2006) by
the Board.

Thus, the consumer uuauthonsedly used the sanction issued in favour of Mars.
Chemcarb Ltd which stood dissolved prior to the issuance of PAC. As’such
the consumer should have been charged at enhanced ratés under Section 126
of the Electricity Act, 2003. Non-levy of enhanced charges resulted in short
recovery of Rs.68.13 lakh from March 2005 to August 2006.

The Government stated (August 2007) that the matter would be investigated
“and outcome intimated in due course of time. . '

Non/short levy of contract demand/violation charges :

3.1.27 Scrutiny of records revealed that the Vanm!ls field offices of the Board
failed to comply with the provisions of tariff orders issued by the HPERC

from timé to time with regard to levy of contract demand/violation charges =

" resulting in revenue loss of Rs.4.72 crores for the period March -2003 to -
February 2007 (ArumexurenXXl[llll) :

In respect of first five cases mentroned in the Auuexure the Govemment"‘—
stated (August 2007) that: o '

o power factor of 0.90' was not relevant in the case at Serial number 1.,
The reply is not tenable as the tariff order stipulated that in cases where
the consumer had not entered into contract demand in KVA, the -
_connected load should be computed in l<VA assuming 0.90 power
factor.

o the demand charges in respect of case at|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 of the Board provides for
charging the maximum demand/conuected load calculated on month to

~‘month:basis during the built up perrod of the load.

: Account No. 01000065012
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e the reduction in contract demand in respect of case at Serial number 3
was allowed 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.

e 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 could 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.

e in respect of case at Serial number 5, the consumer had extended the
load/revised the contract demand which was sanctioned by the Board.
The reply is not tenable as the contract demand sanctioned 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 while 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 Deposits (ACD), preparation of financial justification, sanction
and verification of test report has been laid down in the Sales Manual Part-1.
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 cleared by the consumer. Audit observed that, in the
following cases, officials of the Board did not follow the laid down procedure.
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The Board did not take action agamst the officials c'oncemed for not following -
the laid down procedure as there is no. provrslon in the Manual for taking

action for such faults.

<]

The connectlon of Pamwi Tissue. /Paper Machine & Wire. in industrial
area Barotiwala was permanently disconnected (March 2004) when total

+ outstanding/recoverable dues amounted to Rs.1.35 crore. An amount of .

Rs.24.03 lakh was adJusted (September 2004) against security deposit and
the balance-of Rs.1.11 crore remained un-recovered (June 2007). The

~ above amount accumulated due to acceptance of payment of energy bills

o and arrears of dues in installments. The consumer paid energy bills partly

up to November 2003 ‘when the arrear had ac:cumu]lated to Rs.80.28 lakh.
Thereafter, the consumer stopped the paymeut of energy bills as well as

' the arrear but the drawal of power continued up to March 2004. Further,

though the arrear of Rs.1.11 crore had mot been recovered so far
(March 2007) the connection in the same pr|ermses to another consumer
i.e. Gopsons. Papers was sanctioned (September 2005) by the SE
(Operation), Solan circle in -contravention of the above provision.
Non-recovery of arrear of Rs.1.11 crore alslo resulted in interest loss of

‘Rs.35.07 1akh from April 2004 to March 2007 at the rate of 10.5 per cent

as laid down by the H]PERC for recovery

The Government stated (August 2007) that the recovery suit had already been
filed in the court and connection released .to another consumer in the same
premises had been disconnected. The reply is not|tenable as during this period
of nine months (July 2003 to March 2004), the consumer deposited only four
instalments with the approval of the Board which resulted in increase of

outstanding . arrears from Rs. 19.29 lakh to Rs.135.39 lakh. The consumer

defaulted in payment of instalments after Novenlrher 2003 when outstanding
arrear was Rs.71.71 lakh but the Board faﬂled to initiate action for

ohsconnectlon of supply

@

Il .
| .
The . Sales Manual Part-1 empowers the SE to sanction load ranging

between 101 KW and 500KW at 11 ]KV This instruction furtherrv ‘

envisages that irrespective of the quantum of| load, the power to sanction

- load containing electric furnace of 100 KW and above and loads -

. containing steel rolling, re-rolling mills is|vested ‘in the Board ‘only. -

Contrary  to the above instructions, the SE, Operation circle - Nahan,
sanctioned/released (December 2001) power |load of 400 KW to Jaswal
Metal having furnace/rolling mill which was unauthonsed Neither the SE
had obtained sanction of the Board so far (March 2007) nor the Board had

taken action agamst the SE for exceedrng his powers

The Government stated (August 2007) that the load was sanctioned directly by
" SE ‘as it contained only motive load -and no furnace, rolling /re-rolling mill

‘load was involved. The reply is not tenable as the additional load of 400 KW
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was sanctioned in favour of consumer for the modernisation of existing

' _furnace/rol]lmg mill.

e In Nalagarh sub-division No-1, the category of consumer (Dhariya Labs)
was changed (August 2002) from large supply to small and medium
supply | consumer after verification of - the connected load by the

, Silb_—}DiJvisional Officer (SDO) whereas it should have been done by the
Executive Engineer. The Board has not taken action against the SDO for
exceeding his powers.

@ In 14‘ cases, ‘the reductlon/change in. contract demand was
allowed/accepted (July 2005 to February 2007) by the SDOs without
receipt of A & A form, ACD and sanction-of the competent authority. The
Board dld not take action against the SDOs for exceeding his powers.

The Government stated (August 2007) that the Board had noted the point for
future comipliance and the case for regularisation of reduction of load from the

' »competent authority was belng moved separately.

o 1In 11 cases in two® sub- d1v1s1ons the field OffICCI'S had released/granted
extension in load (June 2003 to January 2007) without getting the test
reports |verified from the competent authority. The Board has not taken
action against the officials who exceeded their powers.

The Government Statéd (Augﬁst 2007) that the test reports could not be
countersigned due to over sight and now the test reports had been verified by
the concernled EEs.

Checking af connectmns by the flying squads

3.1.30 As per Sales Manual Part-I, three ﬂymg squads under the control of -

CE (Commiercial) have been assigned (2001-2002) the duty of checking at
least 3,600 |connections in a year of all categories of consumers against the
then total number of 15.25 lakh consumers which was 0.23 per cent of the
total number of consumers. Though the number of consumers had increased
to 17.99 lakh in. March 2007, the Board did not revise the consumer
connections to be checked by the flying squads. The targets fixed for
checking by the flying squads and achievement there against during the last
five years ended 31 March 2007 is g1ven in Anmexure=XXV

It would be seen from Armexure—XXV that:

© -the percentage of connections checked to total connections during the last

five yealirs ended 31 March 2007 ranged between 0.21 and 0.23 only, yet

1rregu1a1|1t1es amounted to Rs.1.82 crore were detected. An increased
- percentage of checking would have resulted in better benefits to the Board.

" »Whl]le the percentage of checkmg of domestic and commercial consumers
against the total consumers checked (which varied from 3,503 to 3,796

Nurpur and Damtal -
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connections) was 41.95 and 54-:55 in 2005-06 and 24.82 and 68.05 in .

2006-07 respectively, the percentage of checking of industrial consumers

who contribute about 54.79 per cent.of the revenue was only 3.50 in

2005-06 and 7.14 in 2006-07. |

There was no monitoring at Head Office to watch the amount of irregularities
pointed out by the flying squads and amount ac'tl!lally recovered. The HPERC
in its tariff order for 2006-07 also pointed out an |extremely depleted role being
played by the flying squads in detecting unl—authonised/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 inspection 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 the norms for checking of
connections were not amended due to introdulction;of two part tariff and
installation of electronic meters. - MRI data (i)f all electronic meters was
available with the Board and the accounts of consumers could be checked
easily in the sub-divisions. The matter for stlrenlgthening 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 sub-divisions test checked in
Audit. Further, the audit also noticed many cases of unauthorised extension of
load and peak load violations which were required to be detected by the flying:
squads as per the provisions of the Sales Manual.| :

3.1.31. Salient features of revenue collection mechanism being followed by
the Board are as follows: - A

o Billed revenue is collected at collection| counters located at every
sub-division. S S

o Consumers can pay current energy consumption charges in cash as well as
through cheques on the due dates mentioned in the bills for payment,
failing which they are liable to pay sulrcharge.| o

© Payments through cheques are received in atlzlvance by two days from the
due date for payment in cash to facilitate timely crediting of the amount in
the Board’s account.

© The banks in the field are required to transfer the funds deposited by the
field units daily to their branches at.Shimla. | :

Inefficiency in collection of revenue '

3.1.32 The balance outstanding for recovery at the beginning of the year,

revenue assessed during the year, revenue collected, balance outstanding at the

end of the year, etc. during the last five years ended 31 March 2007 are

detailed in Annexure-XXVI. B
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The scrutiny of details in Annexure would reveal the following:

1 4® The dues outstanding at the eénd of March 2007 were Rs. 107.87 crore

which | include Rs.39.74 crore recoverable from the - Government
' Departments/]Local Bodies. The amount recoverable from Local Bodies
increased from Rs:3.74 crore as on 31 March 2003 to Rs.10.92 crore.
]Bemdeé, Rs.28.82 crore were outstanding against IPHED alone. The
Board never resorted to disconnection of supply or pursuing of matter at
the Chairman’s level for recovery of huge arrears from the Government

: Departllnents and Local Bodies.

1. © The Board during the ﬁnahsatlon of tanff _for 2004-05 intimated

(June 2'004) the collection efficiency at 92 per cent. The HPERC directed

(June 2004) the Board to improve the collection efficiency to 99 per cent .
as agamst the . actuals of 83.35 per cent during 2003-04. The actual
collection efficiency of the Board during 2004-05 to 2006-07 was,
however, between 86.35 per cent to 92.81 per cent. The collection
efficiency in Kaza and Jubbal divisions during April 2002 to March 2007
ranged |between 48.15 and 70.89 per cent and 51.48 and 63.16 per cent
‘respectively which was very low. ' ‘

© 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 seemed to have been taken by the ]Board to recover the above -
-amount,. . :

o As on 31 March 2007, 143 cases involving an amouht of Rs.18.96 crore
were under litigation before -the High Court of Himachal Pradesh,

Appeﬂete Tribunal for electricity (New Delhi) and Dispute Settlement

Commlttee s of the Board. The cases were filed between April 1999 and
March 2007.

The Goveerent stated (August 2007) that efforts were being rnade to recover

" the outstanding balance from the Government Departments and Local Bodies

(LBs). It was observed that during 2002-03 to 2006-07, the State Government

released grlants totaling Rs.74.84 crore to LBs and in the interest of the Board,

the State Government could have ad]usted its dues while releasing the grants

i to the LBs.

.Non-collection of addztwnal advance consumption deposit (ACD)

3.1.33 Seclunty Regulations 2005 envisage that the consumer shall at all times
maintain with the Board an amount equivalent to consumption charges for the

billing cyclle period as security duting the period the agreement for supply of

- energy to such consumers remains in force. Adequacy of security is to be

reviewed. elvery year and the shortfall of existing deposit, if any, is recoverable

from the consumers. In this regard, Audit observed as under:
© As on| 31- March: 2007, recovery of ACD of Rs. 2.27 crore from

27 consumers under: four sub- dhlv1s1ons was awalted resultmg in interest
loss of Rs. 45.57 lakh :

" Kala Amb, Barotiwala, Paonta Sahib and REC Nalagarh |
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© Security regulations envisage recovéry of security from the Government °
Departments also. It was seen that in 3,046 cases under 16 sub-divisions,
recovery of Rs.4.40 crore from the Government Departments was awaited -
(August 2007) since April 2005 resulting in interest loss of Rs.84.50 lakh.

@ In Amb-division, an industrial consumer (Him Alloys) having connected
load of 6,000 KW furnished (Décember [2006) ‘a bank guarantee of
Rs.60 lakh in lieu of security deposit deposited in cash earlier Though the
monthly energy charges of the consumers hlad gone up to Rs.1.64 crore,
‘the Board instead of raising demand for AC]D of Rs.1.04 crore, allowed
(February 2007) refund of Rs.60 lakh lying With the- Board. This resulted
in short receipt of ACD of Rs.1.04 crore.

The Govemment stated (August 2007) that the instructions had been 1ssued to
- the sub-divisions to give notices to consumers ji‘or enhanced ACD and efforts
werq being made to recover the ACD from the existing 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 well 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 surcharge cheques should be
cleared by the banks by the due date for payment of the bill in cash.. Test
check of records of Nalagarh sub- division revealed (July 2004 to
December 2006) that cheques worth Rs.20.37 |crore 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 payments could neither be levied
on the consumers nor interest for delay in crediting the amount could be

claimed from the banks.

The Government stated (August 2007) that the matter had been taken up with
the Banks for clearance of cheques within thej stipulated period but did not .
state why this chronic issue which led to loss |of interest was not addressed -

earlier.

e

|

. 7
Failure to claim interest from banks for delay in crediting the amount

3.1.35. As per the provision in the Manual for Banking operations, daily
balance of collection account at the close of eaclh day after keeping balance of

- Rs.5,000 is required to be remitted by the auth(lmised branches of the banks in
the field to their main branch at Head Office of the Board by telegraphic
transfer for credit to the main collection account of the Board.

99




g Audtt port ( Commerctal) for the year. ended 31 March 2007 ]

~Scrutiny of records 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) transferred 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 in cred1t1ng the amounts by the banks.

'_I‘heGoverr ment stated (August 2007) that the necessary instructions had been

~issued to the field units to get the transfer of daily collection to the main

account regi‘ularly but did not state ' why this chronic issue which had led to loss
of interest was not addressed earlier.

Internal co mtmE

3.1.36 Internal control is a process designed for prov1d1ng reasonable
assurance of accountability and fulfillmént of obhgatlons of operations
efficiently, |safeguarding assets anid reliable disclosure of financial data
through timely reporting. Internal control. mcludes budgetary control,

.. accounting control cost control periodic operatmg reports, statistical analysis

~and internal ‘audit. Scrutmy of records in th1s regard revealed the following
, deficiencies :

"o The Board has not prescribed returns to monitor the implementation of

de01s1ons taken by the HPERC and proper implementation of the tariff.
Due to thls the decision taken (August 2002) for levy of peak load and
contract| demand violation charges could be implemented only from
September 2004 (paragraph 3.1.19 supra), the data relating to
compatiliaility of meters with the meter reading instrument having
programme for electronic transfer of data in accordance with the tariff

apphcable was not available with the Board (paragraph 3.1.24 supra).

. e In addition to above the field officers had utilised the powers of higher

authorm'es for the sanction of load, verification of test reports, reductions

in contract demand and connected load (paragraph 3.1.29 supra) '
The Govern‘ment stated (August 2007) that the nnplementatlon of tariff was
- being adhered to and bills were rendered to the consumers as per contract

' demand. The reply is not based on facts as the Audit has pointed out a number

' of cases Where the provisions of tariff orders were ot implemented. These

 points were 11ndlcat1ve of deficient internal control.

Internal audlfx

' 3 1.37 The ]Board is maintaining an Internal Audit Wing for conductmg the

perpetual au?lt of revenue being assessed and collected by sub-divisions. The
'main function of internal audit is to examine the accounts of a month during

the following month with a view to immediately rectify the

. mistakes/irregularities- noticed, if any. Contrary to above, the consumers’
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accounts were being checked quarterly. The table below indicates the number
of audit parties, un-audited accounts months,| short assessment detected,

pending reports, etc. for the last five year ended March 2007:

Number of audit parties 32 32 32 32 32
2 Un-audited accounts 25 57 399 1,531 2,679
months _ o
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 495.59 100.77 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 B

oard

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 non-strengthening of the internal
.audit wing to cope up with the increase in th'e number of consumers from
9.59 lakh in March 1991 to 17.99 lakh in M ch 2007,

e internal audit parties pointed out.short revenue recelpt of Rs.75.60 crore
during April 2002 to March 2007 against which the concerned units did
not accept the amount of Rs.7.57 crore due to divergent interpretation of
rules and provisions. Final decision of the Corporate Office in this regard

was not on record;

® at the end of March 2007, 3,582 audit reports were awaiting compliance.
Year-wise break-up of pending reports along with amount involved and
action being taken to clear the reports wa$ not available on record at
corporate level, which was indicative of inaction at different levels of the

management.

4

© the Board had also not prescribed any return to monitor the recovery of |

- accepted amount by the field units for revie
the recovery of accepted amount could not be

w at the corporate level. Thus,
vouchsafed in audit.

The Government stated (August 2007) that the 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 thc! short assessmerit.

|
l
|

3.1.38 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
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The Boaﬁ'd failed to file tariff petitions annually in time and on the basis
, of ,ﬁusltnﬁa&]ﬂle data resuiting in disallowing of expenditure by the HPERC
and comsequemfcnaﬂ loss to the Board. The Board was unable to bill most of
the consumelrs monthly resulting in delay in collection of revenue. It also
did mot bill the comsumers in accordance with the categorisation, laid

down pml
legitimate
‘billing of

cedure and -applicable tariff resulting im nom-recovery of
revenue on account of cost share, peak load violations, mon-
consumers for energy recorded at the sub-statioms, wromg

. verification of load; um-authorised use of power, comtract demand

. violation, wrong application of tariff, efc.

billed reve

' The system of collection of

emue and imternmal control and . audit mechamismm was also
i deficient. :

© © Board l}nals to show more commitment to ensure efficient and effective
‘ revenue collection.

-© The Board should redefine its role as a service provider and should
not compromise or relax rules in revenue collection.

- © Tariff petitions containing accurate and justifiable data meed to be

- filed annually and in time.

e Categorisation of consumers should be done ]pmperly so that there is

! no loss to the Board. :

® vansmns of checking of meters of all categories of consumers at

| regular|intervals should be ensured.

i @ Cash credit through chegues should be improved.

' @ System of collection of billed revenue and internal control and audit

' mechanism need to be strengthened. »

. ® Percentage of _vigiﬁance/ﬂying squad checks should be improved.

@ Discussions should be held with State Government so that
Govermmemt Department and L.B outstandmgs are paid out of amnual
grants ttlo them. '

®

. Monitoring should be strengthened.
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| (Paragraph 3.2.44)

3.2.1 The Union Ministry of Power (MOP) launched a nationwide.
‘programme dalled Accelerated Power ]Deve]lopment Programme (APDP)
during 2000-01, which was subsequently modified and rechristened as
Accelerated Power Developmeént Reforms Programme (APDRP) during
2002-03. The modified programme focuses on up-gradation of

- 103



S Aﬁdit Report ( Commerctal) for the yearended 31 March 2007 '

‘ suthténsn;ission and distribution system in densely elec':trified zones in the
. urban and |industrial areas and improvement in commercial viability of the
State Elect}‘icity 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
and 10 per cent loan. To reform the Power Sector, Memorandum of
Understanding (MOU) between the MOP and the: Government of Himachal
Pradesh (GHP) and the Memorandum of Agreement (MQA) between the
MOP and |the Board were executed in March 2001 and December 2002
respectively. The MOU and the MOA were valid for five years. The MOU
expired on[31 March 2006 and has not been extended thereafter. The MOA is
valid up to 30 November 2007. Non-compliance to various terms and
conditions|of MOU/MOA has been discussed in paragraphs 3.2.20 to 3.2.26

infra.
The main objectives of the A]PDR]P were to:

e  reduce aggregate technical and commercial (AT & O losses to around

" 15 per cent;
® - bring about commercial viability in the Board;
L® red’uc'e outages and intéxruptions; and
° increase consumer satisfaction.

. The APD]l[{P schemes are being implemented through 12 operation circles of
the Himchal 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) (is the nodal officer responsible for preparation, approval and
monitoring of APDRP schemes.  The implementation is being carried out
under 'the] overall supervision of the Member (Operation) and Member
(Technical) of the Board. The organisational chart is given in

Annexure'—XXVH.,

.' rscomé‘

322 The 1mplementat10n of APDRP schemes by the Board dunng Apnl
2002 to March 2007 was reviewed by Audit between July 2006 and March
.2007 in five (Bilaspur, Hamirpur, Una, Kullu and Solan) out of 12 circles
selected on simple random sampling method without replacement. As against
the total sanctioned amount of Rs.322.78 crore for various schemes in all the

1. 12 circles|of the Board, an amount of Rs.127.32 crore was sanctioned for the

above five circles. Up to March 2007, the Board incurred an expenditure of
Rs.343.12/crore in all the 12 01rcles and Rs.127.76 crore in these five circles.
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3.2.3 The audit objectives of the Performance review were to Ascertain’ _
whether: :

e the Detailed Project Reports (DPRs) Were prepared reahstrcally to
achieve the programme objectives;

® ‘the funding requirements were assessed reahsucally and funds were
sanctioned and released by the Government of India/State Government
in time and the same were utilised efficiently/economically and.
effectively for achievement of the obj ective of the pro gramme;

e schemes/programmes were implemented . 1n an effrclent economical
and effective manner;

° the AT & C losses were reduced in accordance with the action plan
and targets; ‘ _

e monitoring of the programme was effecfive in securing timely and
corrective remedial measures at all levels; |

© satisfaction level of consumers had irnpiroved in terms of qu_ality,
regularity and cost of power supplied; and '

o an effective and efficient system of evaluation for assessing the
achievements of objectives with reference to the envisaged results was
in place.

3.2.4 The audit criteria adopted for assessing::the achievement of Audit
ob] ectives were: ‘

o Projections/targets set out in the DPRs;

e Guidelines/instructions of MOP on APDP/[}XPDRP;

° Target and bench marks/conditions laid down in the MOU/MOA;
) Targets set for reduction of AT & C losses;;t aﬁd

® Monitoring mechanism envisaged in the guidelines and MOA.

3.2.5 The following mix of audit methodology w;as adopted for achieVing the
audit objectives with reference to Audit criteria of the performance review:

° review of instructions/ gurdehnes issued by MOP/State Government
from time to time for implementation of APDRP ’

® review of agenda papers and minutes of the meetings of Whole T ime
Members (WTMs),of the Board;

° examination of DPRs/Cost Estimates of the projects/schemes;
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e review of details of funds received and ufjlised;

® re\IIiew of records relating to procurement of material/equipment,
‘implementation.- of projects and scrutiny of monthly reports on

benchmarks/milestone of MOU/MOA;-

® review of monthly progress reports and returns on physical and
financial performance and

® issue of audit enqueries and interaction with the Management.

Audlt fini

dlﬁ'gs

3.2.6 Aucht findings arising from the performance audit were issued
(May 2007) to the  State Government/Board and were discussed
(16 August 2007) in the meeting of the Audit Review Committee for State

. Public Settor Enterprises (ARCPSE)." -The Secretary, Multi-purpose Project

and Power -Government of Himachal Pradesh and Member (Finance),
Member (Techmcal) Member (Operatlon) ‘Chief Auditor, Chief Accounts
Officer, Chlef Engineer (System Planning) Chlef Engineer (Technical) and
Chief Englneer (Central Zone) of the Board attended the meeting. The views
“expressed| by the members have been taken into con31derat10n while finalising
the review.

3.2,7 Audit analysis of the implementation of various APDRP schemes
revealed 'major shortcomings/deficiencies such as non-execution of works
provided |in the DPRs, deviation during execution of works, delay in
completio‘n of projects, diversion of APDRP funds, incorrect reporting to the

MOP, avcl)idable extra expenditure, unfruitful expenditure, non-achievement of

. objectives of APDRP, etc. These are discussed in the succeeding paragraphs:

@Ojesc;tﬁrilaiming

3.2.8 Optimum benefit from investment in any project is best derived if the
executlon‘f of the project is undertaken after conducting proper survey of the
ground realities in the field and collection of inputs for conductmg cost benefit

analysis.

Scrutiny ?f 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 fleld units. These are discussed as follows:

Non-execution of works provided in the DPR

3.29 D]lPR of Solan circle envisaged (March 2002) a provision of Rs.58.95
lakh for ipstallation of LT switched capacitors on 13 feeders for reduction of
T&D lossl,es to the extent of 1.50 MUs and thereby saving Rs.44.25 lakh. It
was however, noticed that against the installation of LT switched capacitor on

13 feeder's installation was done (December 2006) only on one feeder at a cost
of Rs.0. 10 lakh. Consequently, reduction in T&D losses could be achieved to
the extent of 0.11 MUs only against 1.50 MUs env1saged The unutilised
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amount of Rs.58.85 lakh was diverted to other 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. ’I;‘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 work 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.

Hamirpur | Computerised  billing, { 79  Nos. 83.40 4.88 78.52 5.85
Computerised data | 15 Nos. 45.00 . Nil 45.00 0
loggers,

LT to HT conversion 413 KM 478.57 Nil |- 478.57 0

Bilaspur Computerisation Lumpsum 70.00 0.92 69.08 0

Kullu 11 KV rng main | 5 30.15 Nil 30.15 0
Computerisation Lumpsum - 70.00 223 67.77 0

Mandi DTR control & | Job 49.50 537 44.13 10.85
Protection Job 70.00 514 64.86 734
Computerisation

Solan Protection devices | Job 134.95 " 3204 102.91 23.74
Computerised billing Lumpsum 59.40 ' 40.00 19.40 67.34

Shimla 1x3.15 MVA sub station | Lumpsum 41.27 " Nil 4127 0
at Summer Hill with 4 ' )
outgoing feeder

Source: Compiled from relevant DPRs and records of the Board.

The Government stated (August 2007) that funds, were placed with the CE
(P&M) for computerisation. The execution of Summer 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 conductor having current carrying
capacity of 189 Ampere at a cost of Rs.2.51 crore without any provision in the

¢ Hamirpur, Bilaspur, Kully, Ma_‘r’idi', Solan and Shimla
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DPR. It was observed that the existing ‘AAAC conductor of 7/3.10 mm and
7/2.21 mm size having current carrying capacity of 107 to 139 Ampere was
sufficient|to cater the present requirement of 50 Ampere current of the area
and there was no justification for replacement of existing conductor with
conductor 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 for replacement of existing eonductor With‘ higher size of conductor. ‘

f The -Government stated (August 2007) that the existing conductor was very
+. .- old:and damaged at many places ‘which caused-disruption of power. The reply
. is not tenable as this work was not included in the DPR of the circle and no

justiﬁcatilon for using higher size of conductor was on record.

Funding|pattern

; " 3.2.12 APDP: Himachal Pradesh being a special category state was entitled to

100 per cent finance (90 per cent grant'and 10 per cent loan at interest rate of
12 per cent per annum) from the MOP. During 2000-01, the Board received
Rs.25.32|crore (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 of Rs.2.09 crore (Rs.1.88
crore as|grant and Rs.0.21 crore as loan) rémained un-utilised which was
neither transferred for utlhsatlon for the APDRP schemes nor refunded to the

MOP.

'The Government stated (August 2007) that Rs.113 lakh had been adjusted by

the CE '(South) and Central Zone. The fact remains that Rs.1.96 crore

remamed unutlhsed/unadjusted as of September 2007.

- 3.213 APDRP: For all the 12% projects in the State, the MOP sanctioned

(August ' 2002 to May 2003) Rs.322.78 crore of which 90 per cent
(Rs.290.50 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 State|Government as detailed below: v

Sour'ce:‘ Compiled from the relevant records of the Board.

leaspur and Hamirpur

i ; (]Rg)ees in crore
2002-03 38.74 4.30 43.04
2003-04 108.78 12.09 120.87
2004-05 ~ - -
2005-06 7841 -- 7841
2006-07 64 55 -- - 64.55

Shzmla, Solan, Nahan, Rohroo Rampur, Kangra Dalhousie, Una, Mandi, Kullu

|
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Against. the loan component of Rs. 32 28 crore the MOP disbursed
Rs.16.39 crore only. as the loan facilities were d1spensed with by the MOP
with effect from November 2005. With the result the Board had to arrange the
remaining amount of loan (Rs.15.89: crore) from Ithe REC at interest rate of
6.75 per cent per annum. The amount was received by the Board in October
2006 (Rs.14.30'crore) and March 2007 (Rs.1.59 crére). -

Delay in release of funds by the State Govemment to the Board

3.2.14 Accordmg to the APDRP guidelines, the State Government shall
release funds to the Board within a week of thelr receipt from the MOP.
Failure to do so was to be deemed as d1vers1on of! funds and the MOP was to
adJust an equivalent amount along with 10 per cent penal interest against
subsequent instalments of assistance. - It was noticed that the State
Government delayed the release of funds -aggregating Rs.228.46 crore
(grant:Rs.212.07 crore and loan:Rs.16.39 crore) to the Board by 7 to 637 days,
thereby making itself liable to pay Rs.9.09 croreias penal interest to MOP.
Besides, the Board also had to bear the burden of Rs.1.01 crore on account of
interest at the rate of 12 per cent on loan component of Rs.16.39 crore for the
period of delay in release of the same by the State Govemment to the Board as
tabulated below :

N

(Rupees.in crore)

4402 | 1200 | 133 28.5.02 1333 |1 47 0.17 002
28103 | 1774 197, 27.3.03 1971 | 51 028 | 330
31.3.03 900 | 1.00 29503 | 400 || 47 0.05 0.62
’ | 19603 300 |, 72 006 | 071
: 4.7.03 300 |, 87 0.07 0.86
231003 |. 108.78 1200 | 13104 | 5800 | 74 118 14.11
' 30104 | . 398 i 91 010 | 120
3.7.04 3000 |; 245 2.01 24.16
31305 | 1034 | 516 146 | 1747
30705 | 1855 |, . 637 3.24 38.95

19906 | 3539 |. - 71106 ° |- 3539 | 42 0.41
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It was also observed that the Board had not claimed reimbursement of the
above interest' of Rs.1.01 crore from the -State Government so far
(August 2007). No reasons were on record for delay in release of funds to the
Board by the State Government. -

" The Board|stated (August 2007) that the reply in regard to delay in release of

funds would be given by the State Government and claim for reimbursement

. of interest |of Rs.1.01 crore would be lodged with the State Government. The

State Govemment endorsed the reply of the Board without offering any
comments.

: . Non-maintenance of a separate account and diversion of APDRP funds

3.2.15 The general terms and conditions for utilisation of funds issued by the
MOP, inter; alia, mclude that:

e the utrhtres shall open a separate bank account in the first instance 1tself in
a schelduled/natronahsed bank for the -purpose of implementing the
Schemes under APDRP. Funds from the Government/internal resources or

loans from REC earmarked for the purpose shall be credited to this
account.

© The funds received under APDRP shall not be diverted for other purposes
either by the State Government or utilities.

.- Audit scrutiny revealed the following:

~ 3.2.16 The Board did not open separate bank account for APDRP funds as

required. he funds were kept in the existing currént account of the Board.

The Government admitted (August 2007) the vfact of routing the transaction

L through the existing current account without intimating the reasons for the V

same

32 1’7 The| DPR of each crrcle 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 of works not provided in the DPRs resulting in diversion of APDRP
. funds to that extent without concurrence/approval of the MOP. Such ‘cases are

detailed in }Amexur&XX‘VﬂH The cases of deviation were not reported to
the MOP separately for 1nformatron and approval.

Non=recetpt of incentive component

3.2.18 As per guldehnes of APDRP, the Board would be ehgrble for incentive
up to 50 per cent of the reduction in actual total loss taking 2000-01 as the

‘base year. | This incentive was to be. utilised for improvement in the power
sector only. ' ' ' : '
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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 are given as under:

i (]Rmpees in llakln)

. 2004-05

Surplus (+)/ -
deficit (-)

(-)3,688.26 | (-) 10,655.77 (-)5,224.38 (-)4,621.88 (-)3,724.64 () 2,047.56

_than debtors of

Less increase in () 60431 (-)94.14 1 (-) 195.53 (-) 468.58 (-)921.91
sundry debtors w.r.t. | . - :
the base year (other

electricity dues) -

Less qualifications of (-) 3,181.62 (-) 782.00°
Auditors for the
current year
(qualification for the
prior period not to be

included)

(-) 6,498.70 (-)82.23

Net eligible loss for 10,791.27 10,832.14 8,601.53 5,872.46 1,413.55 2,169.75
the year R

Eligibility for e | . 2,189.74 4,918.81 9,377.72 8,621.52
incentive !

The Board has
not received the
incentive of
Rs.125.54 crore
on account of
reduction in cash
loss during
2002-06 so far
due to
submission of
incorrect claims.

Source: Compiled from accounts of the Board.

It would be seen from the above table that the Board was eligible for incentive
.of Rs.125.54 crore (50 per cent of the cash loss reductlon of Rs.251.08 crore -

during 2002 06) as compared to the base year 2000- 01.

The Board’s first claim of Rs.10.32 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 claim 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 accqunts

* The qualification :of Auditors for the year 2003-04 was Rs.782 lakh as 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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Execution.o

Slow pace of execution

3.2.19 During the last five years ended March 2007, the expenditure incurred
by the Board on APDRP prOJects vis-a-vis the funds sanctioned by the MOP
was as under:

(Ruuas in crore)

sanctloned
’be MOP.

Shimia 23.00 | 25.8.02 3.30 5.51 13.80 20.83 24.21

1

2 Solan 20.59 | 258.02 2.95 453 7.29 19.76 24.41
3. | Naban 2442 | 258.02 2.13 509 | 1039 2032 23.80
4 Rampur 38.08 | 26.5.03 2.30 10.20 2634 42.19
5 Rohiru 1483 | 265.03 1.56 7.26 17.94 17.75
6 Kangra 2724 | 26503 14| 112 23.60 .29.50
7 Dalhousie |  27.28 | 26.5.03 1.50 1006 | 2719 3213
8 Unz 2202 | 26.5.03 221 6.38 18.44 23.16
9 Mandi 4061 | 265.03 1.46 8:68 31.10 4578

10 Hamirpu 32.47 4:12.02 1.46 6.77 18.16 28.64 30.43__

" Source: Coxr’lpiled from fe!e{rzint'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 lpenod of the scheme, the cost overruns in execution of the works (as
mentioned in Paragraph 3.2.30 infra) could have been avoided to some extent.

The Govlemment 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-ron‘tpltance with the MOU/MOA

3.2.20 Arus per MOU, the State Government was required to undertake
computerised 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-divisions having about 17.56-lakh consumers in the State, the Board had
taken ullg computerisation-of only 2.40 lakh consumers (13.67 per cent) in
49 consumer (21.59 per cent) sub-divisions up-to 31 March 2007. Thus, even
after two 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

computerlsatlon in all the 12 circles, the Board spent an amount of Rs.70.97

~ lakh (5. 82 per cent) only up to March 2007.. Due to non-computerisation of

The excess expénditure 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 revenue.

The Government stated (August 2007) that the COmputer cell of the Board had
started (May 2005) the work of computerlsatlon and packages of
Rs.23.38 crore for the work had been awarded to a firm. 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
May 2005 and only 13.67 per cent work has been completed by
31 March 2007 Hence, the question of completlon by November 2007 does
not- arise. The excess cost involved in award of work and the source from
which it was to be met was not made available to Audit.

3.2.21 As per MOA and MOU, the Board was; requlred 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 Accountmg (EAEA) for each 11 KV
feeder and distribution transformer (D'I‘Rs) on actual meter reading basis was
to be done.

The progress achieved in this regards by the Board is detailed below:

1~ | Feeders | 1,024 | 1008 | 98.44 " 970 | 9473 967 | 9443

2 DTRs 18,860 | 18,325 97.16 18,325 | . 97.16- 16,703 88.56

Source: Compiled frorrr relevant records of the Boardi
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. -

e The Board had neither rescheduled the brlhng 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.

e 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 particular month was not recorded
correctly and energy audit was not conducted,cent per cent.

‘o The EAEA data was not being prepared ‘strictly as per billing cycle
(monthly, bi-monthly and tri- -monthly) - and - compared with  the
~consumption of energy in the DTR for the same perrod

‘e .The Board did not identify the accredited 'agencies for the purpose of
EAEA, project formulation, turnkey 1mp]1ementat10n project monitoring
Vand project evaluation. :
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» e The Board had reported to the MOP that EAEA in Solan circle has been

done as‘ 100 per cent and 99.38 per cent respectively whereas the actual
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 achlevement of EAEA itself was.only 36.56 per cent and the
reportlng by the Board to MOP was, thus, not correct.

. The Government stated (August 2007) that in Solan circle as a whole, EAEA

+ is close to target of 100 per cent whereas in Parwanoo and Electrical Division
" Solan, EAEA could not be completed due to shortage of staff and 100 per cent
- EAEA wo:uld be ensured with in one month-time. The reply of the
Govemment itself is contradictory and the fact remains that EAEA has not

' been done to that extent as reported to MOP.

- 3.2.22 As per MOA, the beneficiary (Board) should fix allocatron of power to

a circle at the point of import in the circle and evolve a mechanism of transfer
pricing of energy to the circle within four months of the signing of the MOA.
Mechanism for regulating over drawls and/or under drawls should also be put

"in place. | The Board has not evolved any such mechanism so far -

(March 200(7)

The Government stated (August 2007) that it was decrded (September 2003)
in the Ist | Drstrrbutron Reforms Committee (DRC) meeting to restrict the
activities 9 circle wise computatlon of T & D losses. The reply is not tenable
as the DRC was not empowered to alter the conditiOns of MOA.

3 2.23 As per MOA, the Board has to adopt turnkey packaging concept or

evolve a rate contract for procurement of equipment of repetitive nature, adopt
the standard specifications so-that the CEQOs are able to operate the rate
contract for procurement of equipments to-meet the respective project

| unplementatron schedule. - The standard spemﬁcatron for turnkey-contract with

' reliability and quality norms and performance guarantee provisions as well as
'~ list of accredited contractors were to be in place within two months of signing
- of the MOA. The project execution mechanism was to be finalised by the

" Board and| informed to the MOP within four months of signing of the
- agreement. .

- In tlns regard it was observed (March 2007) as under

e The. Board ﬂoated tenders for procurement of material. Standard

specifications were not evolved for procurement of equipment of repetitive
nature resulting in incurring of avoidable extra cost of Rs.32.33 crore on
purchase of different material from different supphers (Annexure-1V)
referred to in paragraph 3. 2 30 mfra

e Rate contract system as envrsaged had not been evolved so far

(August 2007). .

e The prOJect execution mechanism had also not been evolved and intimated

to the MOP as required (August 2007).
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e The PGCIL (consultant) had also not prepared any model bidding
document for use by the utility for awarding contracts (August 2007).

The Government stated (August 2007) that purchases were made according to
the year-wise requirement, efforts were made to finalise rate contract in
respect of non-critical items but the same could not materialise due to poor
response from manufacturing firms/suppliers based in Himachal Pradesh, the
mode of scheme execution was intimated to the MOP/DRC and standard bid
document framed by the National Productivity Council in respect of three
circles 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 outsourcing of activities like consumers indexing, meter reading, billing,
bill delivery and periodical maintenance of DTRs and sub-station equipments,
lines, etc. It had also not declared the policy frame work for outsourcing of
above activities so far (August 2007) though the same was required to be
declared within six months of signing of the MOA.

The Government stated (August 2007) that outsourcing of such activities had
not been considered as general policy in view of varying conditions in various
areas. Need based outsourcing for bills distribution was, however, resorted to
by Mandi, Hamipur, Una and Kangra circles partially. The reply is not tenable
as the compliance 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 irrespective of promotion. In Kullu circle, 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 month of signing the MOA for depositing the increased revenue
resulting as a consequence of investment made to assess benefits accrued in
each circle in terms of revenue. This had not been done so far (August 2007)
in any of the circles test checked.

3.2.26 The Board had not established the distribution circle as a profit centre
and as an independent administrative unit with delegation of technical and
financial powers for operation, maintenance, project implementation and
outsourcing so far (August 2007).

In addition to above, the following conditions of the MOA were not complied

with (August 2007) in any of the five circles test checked.

e Digital interface for automatic logging of data into a computer at the
sub-stations to be provided within nine months.

e Necessary installations 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-stations.

e A system of recording consumer’s complaints to be developed and the
corrective and preventive action to be recorded along with maintenance of
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monthly| summary of sﬁch complaints. This: would have assured better

s -service to the consumers/increased consumers’ satisfaction.

o The computerised billing centers weré not éstablished in each circle within

! one year from the date of agreement though this was required to be done as

per the MOA

B The Goverrment stated (August 2007) that computensed billing and EAEA
~ .7 would be completed by November 2007.

. Delay in completion of turnkey projects

3227 APDRP guidelines provide for adoption of turnkey contract system for
~+ completion|of APDRP packages in time. Accordingly, the Board decided

(March/August 2004) to award construction of 33/ 11 KV sub-station, 22 KV

" control pomt 33 KV lines, remote metering, express feeders, re-conductoring

* of High Ter|1$1on (HT) lines and Low Tension (L’][‘) panels on turnkey basis. It

' was observed (March 2007) that in five® circles, the Board awarded

' (August 2004 to February 2007) 24 contracts on turnkey basis after a delay of

i -about 6 to{28 months (March/August 2004) for Rs.32.78 crore against the
. provision of Rs.19.57 crore in the DPR. The awarded cost was 67.50 per cent

higher than' 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 specific geographic locations/conditions and cost escalation due to. delay in

award were not taken into account.

~ The Gover‘mhent attributed (August 2007) delay to poor response of bidders,

" increased civil works; tough geographical conditions and difficulties in getting

the site ready 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
delayed the awarding of works on turnkey basis and after award, it was not
ensured th'at‘ contractors adhere to the prescribed time schedule. The factors
like increased civil works, tough geographical conditions and difficulties in
- getting the! sites ready for construction were not new to the Board and should

‘have been ‘managed by proper and timely planning.

Non-levy of penalty for delay in completion of turnkey projects

"' 32.28 As|stated in paragraph 3.2.23 supra, the Board should have adopted

turnkey concept for execution of works. It was, however, observed that:

® Out of seven® circles, two circles did not award any contract on turnkey

basns

® Five® tircles awarded 15 contracts on turnkey basis during March 2005 to
October 2006 and the completlon of the same was delayed by six to
65 weeks. - : :

Kullu, Una, Mandi, Rampur and Solan
- -Solan, Una, Kullu, Rampur, Btlaspur, Mandi and Hamirpur
" Bilaspur and Hamipur v
" Solan, Und, Mandi, Rampur and Kullu
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Penalty of Rs.1.17
crore was not
recovered from the
contractors for
delay in completion
of works resulting
in extending of
undue favour to
them.

Delay in
completion/non-
execution of
targeted works
resulted in loss of
potential revenue
of Rs.15.32 crore.

In six cases,
avoidable extra
expenditure of
Rs.35.99 crore was
incurred due to
allotment of work
at higher rates,
failure to purchase
material in bulk,
elc.
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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. Without adhering to
above criteria for granting extension of time, the Board granted extension
in three out of 16 cases and recovered only Rs.18.58 lakh as penalty
against the total recoverable penalty of Rs.1.36 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.1.17 crore.

The 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 justifiable reasons 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 seven places  was
included in the annual working programme for 2004-05. These works
awarded to various contractors on turnkey basis were not completed within the
annual working programme framed by the Board. In Bilaspur circle, 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.15.32 crore as envisaged in the schemes
(Annexure-XXIX). In the cases of construction of new sub-stations the delay
was attributable to contractors and in case of re-conductoring, the Board itself
was responsible as the work was executed departmentally.

The Government stated (August 2007) that delay in execution/construction
occurred due to miscellaneous reasons (geographical conditions, increased
civil works efc.) as well as on the part of the contractors. Delay in
reconductoring in Bilaspur circle was due to late receipt of requirement of
material from the Bilapsur circle. The reply is not tenable as these issues were
not new to the Board and could have been overcome through proper planning.

Avoidable extra expenditure

3.2.30 It was noticed that in six 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, efc.

Kharooni, Ramshehar, Subathu, Darlaghat and Nalagarh
Nagwain, Sauli Khud, Baggi, Tikken, Makreri, Bhadarwar and Cholthra
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Un-utilised sub-standard cable

3.2.31 The Board purchased (February to December 2004) 2087 KM PVC
cable valued at Rs.1.57 crore for replacement in various work of APDRP. Out
of above, |sub-standard cable valued at Rs.42.90 lakh was still lying in the
stores awaltmg replacement (September 2007).

. The Government stated (August 2007) that the supphers were requested to

replace the cable from time to time and if the cable was not replaced within
two months, the earnest money deposits would be forfeited. Further
developments are awaited.

Undue benefit to the industrial consumers 3

3.2. 32 There was provision in DPR of Una circle for construction of 2x3.15
MVA, 33/ 11KV manned sub-station at Tahliwala. The CE (Operation), North
Zone, Dharamshala awarded (July 2005) the work to YGC Projects on turnkey
basis for ]Rs 1.56 crore. The scope of work was subsequently (March 2006)
changed d|ue to increase in load demand of the area by increasing the capacity
of the transformers 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 35" meeting of Sub-Transmission Committee of the
Board, the extra cost of Rs.86 lakh was to be recovered from the existing and

| the new 1ndustr1a1 consumers as per HPERC regulations. Audit, however,

observed. (March 2007) that the excess cost was charged to APDRP, which
tantamounts to extension of undue benefit to the industrial consumers to that
extent and burdening .and irregular utilisation of APDRP allotments. The
Board 1s31|1ed (December 2006/January 2007) demand notices for recovery of
excess coet of Rs.28.73 lakh to three existing consumers. But no effective
steps were taken for recovery of the same. On this being pointed out, the
Board, however, issued (January 2007) demand notices to the remaining
consumers and Rs.50.80 lakh has been recovered from 20 consumers. The
balance anlflount of Rs.35.20 lakh is still outstanding. - '

3.2.33 The Electrical Division at Parwanoo constructed (June to September
2006) 33 KV double circuit line from Baddi to Malpur under Solan circle

through tlllm key contract awarded by the CE (Operation), South Shimla

against which an expendlture of Rs.1.58 crore had been incurred though there
was no provision for the same in the scheme. The line was required for fast
developing industrial areas at Baddi and Barotiwala and 50 per cent of the cost

of this line was to be recovered from the beneficiaries.’ H

The Government stated (August 2007) that the Board had-recovered Rs.1.80

crore frorr} the consumers. The reply is, however, not correct as the Division
had recov[ere_d/adjusted only Rs.32 lakh up to August 2007. Thus, balance
expen’dituqe of Rs.1.26 crore remained un-recovered from the concerned
consumers (September 2007).
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Un-fruitful investment

3.2.34 As mentioned in paragraph 3.2.8 supra, the DPRs were prepared
without conducting proper survey and collection of complete information from
the field. During scrutiny of records relating to execution of works in the
field, it was noticed that in two cases (Annexure=XXXH), the Board incurred
expenditure of Rs.1.10 crore on the works which were not being utilised as
env1saged _This rendered the expendlture as unfrultful

Incorrect reportmg to the MOP i

3.2.35 During scrutiny of records relatmg to furmshmg of ﬁnanc1a]l progress
to the MOP, it was noticed that the Board did not take due care of the
expenditure actually incurred by the field: units. As detailed in
Annexure-XXXTI, the figure of financial progress intimated to the MOP was
higher by Rs.6.67 crore in . first three cases while 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 1mplementat10n of APDRP, only new
equipment/material was to be utilised in APDRP projects. Audit, however,
observed (March 2007) that old/dlsmantled equipments lying in stock having.
residual value of Rs.43.71 lakh as tabulated below were installed in violation
of the instructions during 2005-07 in APDRP pI‘OJCCtS and the amount was
booked to APDRP:

1. | 33/11 KV sub:=station_ at - 24.00 | Two transformers dismantled from
Sundernagar - Rakkar sub-station

2. | 33/11 KV sub-station at | 247 . | One dismantled transformer from
Swarghat Sundernagar -

3. 33/11 KV sub-station at | 1230 OldgH’][‘ Shunt Capacitor transferred

| Jawalamukhi ‘ ‘ frgm Transmission Division Tutu

4. | 2x2.5 MVA sub-station at | Without value~ Disr:nahtled " transformers  from

Beri ’ Sundernagar -were diverted to Beri
' : | Sub:station. -

'5. | 2x2:5 MVA sub-station at | Without value Disxﬁantled transformers  from

Subathu . Nalagarh: were diverted to Subathu
subsstation.

6. | 63 KVA, 25 KVA, 100 4.94 Repaired transformer
KVA and 250 KVA (Una | - ’ utilised/installed.
division)

Source: Compiled from relevant records of the Board:
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Against the target
of AT & C lgsses of
15 per cent, the
Board could
achieve only 25.34
per centup to
2006-07.
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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

to non-avlailability of new equipments. -The reply is not tenable as the

. instructions for implementation of APDRP prohibited installation. of old
' equipmen{s in APDRP works.

Higher Ag‘fgregate Technical and Commercial losses (AT&C)
3.2.37 Ag!ainst the target of total AT&C losses of 15 per cent to be achieved

by 31 March 2007, the Board could reduce AT & C losses to the extent of
25.34 per|cent only up to 2006-07. Further, as on 31 December 2006, the

. AT & C lgsses in the circles test checked by Audit ranged between 23.21 and

75.16 per cent as detaﬂed below:

Una . 66.89| - 46.70 34.90 41.11 | 30.00
Hamirpur | 75.16 4902 |~ 46.67 41.77 33.57
Kullu : | 4357 4425 4324 42,68 46.62
Bilaspur |’ . 3456 24.04 30.30 24.33 2321
Rohru : - 6155 | - '68.38 70.43 65.91

|
Source: Compiled from the relevant records of the Board.

The Government stated that there was no target for reduction of AT & C

losses to 1? per cent. It was further stated that except for Rohru circle, losses
had been reduced in other circles. The reply is not tenable as the ultimate
objective olf the scheme as per direction of the MOP was to bring down the AT
& C losses to 15 per cent. Thus, non-reduction of AT & C losses as per

targets resulted in potential loss of revenue of Rs. 494 39 crore. in the above
five circles

- Reliability and qualtty of power

'3.2.38 The main objective of APDRP was to increase the consumer

satisfaction| in respect of quality, reliability and cost of power. To achieve this

objective, the MOA prescribed target/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 iln respect of DTRs failure rate, HT/LT line ratio and gap between

average revenue realisation (ARR) and average cost of supply (ACS) as
dlscussed below:

" Excess fmlure rate of DTRs co —

3.2.39 With a view to increase the consumers’ satisfaction and rehability of
power, the PGCIL had fixed the benchmark of 1.5 per cent for failure of
DTRs. The Board, however, fixed the bench mark of two to 4.5 per cent for
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failure of DTRs for six¥ circles and 1.5 per cent for the Board as a whole. It
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:

Una ' 3.38 4.34 3.48 3.89 345 2.65
Hamirpur 12.00 1.70 2.46 1.88 2.04 2.02
Kullu 4.50 6.04 491 | 6.85 4.94 6.31
Bilaspur 4.40 ) 5.55 . 5.60 490 3.94 3.39
Solan 2.54 ' - - 291 4.14 4.74

In almost all the circles, the Board attributed failure of DTRSs 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 DTR
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 HT/LT 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 HT/LT line as an ideal ratio for minimising the
losses. As against the above ratio, the Board fixed the HT/LT 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:

Una 1:15 1:2.01
Hamirpur 1:1.5 1:1.86
Kullu. | 1:1.5 1:2.63
Bilaspur 1:1.5 1:2.17
Solan 1:1.5 -

Board. 1:1.5 1:1.97

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
LT lines into HT lines. :

&, Una, Hamirpur, Kullu, Bilaspur, Rohru and Solan
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The T & D losses
over and above
the lmits
approved by the
HPERC
accounted for
potential loss of
213.86 MUs
valued at
Rs.63.08 crore in
four out of five

. circles test

checked in audit.

{ The Govemmerrt stated (August 2007) that there was definite improvement in -

. 1 the ratio of|

achieve the

HT and LT lines and the Board had not fixed bench mark to
above ratio because it required huge investment. The reply is not

' tenable as the Board had fixed the bench mark of 1:1.5 for circles test checked

| as well as for the Board as a whole.

‘ Non-reduction of T&D losses

3 ' 3.2.41 Redu ctiorr of T & D losses is rrecessary to. generate more revenue. The
' HPERC approved the T & D losses of 23.5 per cent with one per cent
reductlon per year for energy sold within the State in the tariff order approved

(October 2001) by it.

¥ inefficiency

. was noticed

' to 2006-07

- actual losses
potential loss of 213.86 MUs valued at Rs.63.08 crore as detailed below:

The losses beyond this limit were to be treated as
and were not to be passed on to the consumers through tariff. It
that the Board failed to achieve the above targets during 2004-05
December 2006) in four out of five circles test checked, as the
s ranged between 25.82 and 40.25 per cent which accounted for

Una 2004-05 | 223693 2639 | . 2050 589 | 13.18 2.95 3.89
' 2005-06 | 251474 26.85 19.50 " 7.35 1848 | 295 545
2006-07 |  229.182, 25.82 18.50 732 16.78 2,95 4.95

Hamirpar . | 2004-05 170.461- 2054 | 2050 9,04 1541 | . 2095 4.55
2005-06 174.917 -29.04 19.50 954 |~ 1669 | . 295 4.92

2006-07 136.921 2940 18.50 10.9 14.92 2.95 . 440

Kullu | 2004-05 13137 | 3341 20.50 ‘12,91 16.96 2.95 5.00
' | 200506 | 141247 3533 19.50 1583 | 2236 2.95 6.60
2066 07 119.196 4025 1850 | - 2175 25.93 2.95 7.65

*| Bilaspur 2004 05 172.008 2951 20.50 9.01-| 15.50 2.95 4.57
: 2005 06 188.077 29.54 19.50 1004 | 18.88 2.95 5.57
2006-07 189.225 2842 185 9.92 18.77 2.95 5.54

Source Compxlt"d from the relevant records of the Board.

3 There was nothing on record to show. that the Board had taken any steps to

- The Governi
the Board as
.1 the targets were also fixed in the DPR of éach circle. Further, the Government

+ reduce the ’I & D losses

ment stated (August 2007) that the target fixed ‘by HPERC was for
a whole and not for individual circles. The reply is not tenable as

had stated in Teply to pa_ragraph 3.2.22 supra that it was decided in the first
DRC meeting to restrict the activities to circle-wise computation of T&D

losses.

. 1'3.2.42 Scru

was being -

tiny of records also revealed that in the Harrlirpur circle, power
supplied to different 33/11 KV sub-stations from 16 MVA

132/66/33 KV sub-station at Anu. But due to overloading in winter, 33 KV

sub-stations

at Barsar and Galore were fed dunng 2003 04 to 2006-07 from
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sub-station at Rakkar (Una) through a lengthy HT line (Una-Barsar: 46 KM
and Una-Galore: 57 KM) resulting in| avoidable energy loss of 1.276 MUs
‘valued at Rs.37.64 lakh. The Board should have augmented the sub-station at
Anu to minimise energy losses by av01d1ng supp]ly 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 sub-station at Hamirpur. The .
Government further stated that the sub-station at Anu (Hamirpur) was bemg ‘
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 State 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 meetmgs requured to be held.

® C(Clause 6.2 (d) of the MOA envisages ‘that there shall be month]ly
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. —This _requirement
was not complied with in the circles test checked ‘during the period of
review.

© The Board enhanced powers of the Chief Engineer/Superintending .
Engineer/Executive Engineer for making purchases for APDRP works for
speedy execution of works. It was noticed that the material valued at
Rs.69.08 lakh was purchased by Kullu Una and Bilaspur circles under

~ enhanced power but the same was utilised in works other than APDRP.
Thus, the Board failed to monitor the utilisation of material purchased for
APDRP works.

@ The Board did not have system of internal audit for APDRP works. The
already existing internal audit cell of the Board was not auditing the
APDRP works.

—
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® The implementation of APDRP works 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 measures to speed up the works, compliance
with the direction was not watched by the WTMs. Thus, the discussion 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 ultimate 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.

| Non-appraisal of performance

3.2.44 For assessing the usefulness of any project and ascertaining the
benefits actually derived with reference to those envisaged in the DPRs, the
system of appraisal of performance should be in place in an organisation. It
was observed 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.301.03 crore between 2002-03 and
2006-07. In the absence of system of appraisal of performance, the Board had
not assessed the usefulness of execution of the above components. Thus, it
could not be ascertained in audit as to whether the envisaged benefits had
accrued.

Acknowledgement J

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.

| 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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The system of formulation of DPRs needs to be streamlined to prevemt
subsequent changes at execution stage, time and cost overrun and
non-accrual of benefits.

The monitoring should be stremgthened to ensure detection of
deficiencies and to ensure appropriate remedial action at proper time.

System of pen‘ﬁ'@rmaﬁnce appraisal should be put in place to evaluate
the usefulmess of executiom of projects and utilise the feed back for
preparation of DPRs properly for future projects.

Clear title to site should be emsured before executiom of comtracts.
Provision should be made for geographical conditions, weather, etc. o
avoid delays in project execution.

Time for execution and cost should be firmed in turnkey projects.
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The C@rﬁl
booking @
under eig}

Importan

oration introduced (1995-96) ‘in-house dleve]loped software for
f tickets and loaded it om computers installed at 15 locations
ht Regional Offices at a cost of Rs. 15 Jakhh.

Lt_deﬁcﬁencﬁes_noﬁ@ddm‘_ﬁlmg audit scrutiny are given below:

- (Paragraph 3.3.8)

(Paragraph 3.3.9)

33.1 Th
; éstablishecli in September 1974, under Section 3 of the Road Transport
N Corporatloln Act, 1950. The Corporatnon introduced in-house developed
1| software for booking of tickets in 1995-96 written in MS COBOL 85 running
on SCO Unix 5.0.0.4 operating system. The software is individually loaded
on each stand alone computer installed at 15 locations under éight Regional

Offices an

(Paragraph 3.3.17)

¢ ‘Himachal Road Transport Corporation (Corporation) was

d Workshops at a total cost of Rs.15 lakh (approximately).

|ookmg clerk sends the way bills! of advance booking to the Current

Booking counter 15 minutes before the departure of the bus for current

|
|
:
|
|
.| Advance b
i
|
|
|
|
|
I
|

Way

issue

bill shows the number of seats booked alongwith details of ticket numbers

d
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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 line* 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.

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 Manager.

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:

® exercising effective monitoring control;
® increase computerised booking to control leakage of revenue; and
o 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 seven® out of 15 computerised booking counters, selected on random
basis.

J

it objee

3.3.5 Objectives of the IT Audit were to evaluate:
e reliability, integrity and authenticity of the data;

www.Himachal.nic.in/hrtc and www.himachalhotels.in
? Shimla, Manali, Palampur, Baijnath, Dharamsals, Chandigarh & Delhi

2
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Due to deficient
planning, the
Corporation could
computerise
advance booking
only in eight out of
27 Regional Offices
and Workshops in
11 years.

Audit Report (Commercial) for the year ended 31 March 2007

e availability of the data;
o safety and security of data: and

e [T environment in various booking counters and availability of related
documentation.

Audit criteria \

3.3.6 The audit criteria used for the IT audit were :

. the IT best practices; and
. the business rules for the charging of fares.
Audit methodology

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

. review of agenda and minutes of meetings of the Board of Directors
(BODs) and Committee constituted by the BODs: and

s study of the computerised system.

. Before commencing audit, the audit objectives, criteria and scope 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.

| Audit findings ]

[ General controls ]

Absence of planning

3.3.8 The Corporation had not formulated a strategic plan for
computerisation. The Management stated (March 2007) that it had decided to
computerise all the Regional/Divisional 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 Booking through telephone lines. In the third
phase, all the Divisional/ Regional Offices would be placed on WAN" and
current reservation would be computerised at all the bus stands. The
Corporation had computerised only advance booking at 15" locations in eight’
out of 27 Regional Offices and Workshops in a span of 11 years.

* Wide Area Network

* Delhi, Himachal Bhawan - Delhi, Chandigarh, Chamba, Mclodganj, Dharamsala, Kangra,
Palampur, Baijnath, Kullu, Manali, Lakkar Bazar- Shimla, The Mall- Shimla, ISBT- Shimla,
Haridwar

* Kullu, Nahan, Parwanoo, Palampur, Baijnath, Dharamsala, Chamba, Shimla (Local)
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There was
neither any
password policy
nor there was
system of taking
back up

" regularly.

The system had
shortcomings such
as failure to
calculate fare as per
distance, absence of
refund module,
accepfance of
advance booking
even after issue of
waybills, etc.
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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 the 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 route®.

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

¢ Shimla to Kangra: Advance booking, Bus No. 14 Rs 185 and Current Booking, Bus No. 1
Rs. 172 : . :
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‘ } Rs.1.19 crox
'12002-03 to
| booking/tick
' the prescribe

‘ | recorded on
| admissible.
|

? Wrong acco

|1 3.3.13 Duri
bookmg cou

e (in five units’ test checked) was made during the period from

2006-07 (up to January 2007) on cancellation of advance
ets by the concerned booking clerks manually without following
>d procedure. Further, in some cases time of refund was also not
the refund application form to restrict the ceiling of refund

untal of income due to incorrect depot codes

ng test check of daily cash dcpcsit schedule of Manali and Kullu
nters, it was noticed that depot. codes were not fed correctly by

, booking cler

ks due to which, the System generated faulty reports and-all inter

' unit adjustments of computerised booking. income was done manually by
| Accounts Section.

System accepts advance bookmg even after issuance of way bill

3 3.14 It wels noticed that though the advance bookmg is stopped 15 minutes
, ' before departure of the bus, the System accepts booking till departure time of

! the bus and [cven after issuing of way bill.

" ' tickets agai
» _bus but also
: ; The Manage

' booking or n

Il

This may lead to issue of duplicate.
st the same seat number which may not only result in chaos in the
loss of business.-

ment stated that it Waé up to the booking officials to conduct the
ot. Even if the booking official books the tickets, he has no other

1 1 way except depositing the cash. The-plea is not tenable as the System should:
not carry out booking after issue of way bill. '

w Non updanc
8 patzents

‘3315 The

n of the System to provide fzree referml transport to the poolr

|State Government 1ntroduced (]anuary 2004) a scheme for-free

. referral transport facility to the poor patients including an attendant. It was

‘ ‘notlced in T
| . | booking in 1
i of the 1ntend

Non=provzdz

o ]‘ ‘System

3 3.16 The
’decnsmn (Ju

> w‘advance bool

" I'such discoun

| | consumer: S.

| . discount on ¢

I' audit that the System had not been updated so far to accept
espect of such patients under this scheme depnvmg poor patients
ed benefit.

ng of discou;zt for one month’s advance booking through the

porporatlon implemented  (September 2004) the Government’s
ly 2004) for providing 25 per cent discount for one month’s
king. -It was noticed that the System was not updated for allowing
t on advance booking resulting in non-extension of benefit to the
' Thus, the objective of attracting more passengers by allowing
ne month’s advance booking was not achieved.

(-

\

|

\
\
|
|
I
‘»
|
r‘_,
|
T
|
|
|

Regtonal Mar

nager, Baijnath and CBAs: Kullu & Manali, Shimla, Chandigarh and Delhi
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There was lack of
consistency in
executable
programs working
in different booking
counters.
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SRR R T

Lack of change management 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. In the absence of uniformity in program at all locations,
the chances of a booking clerk clouting with a programmer 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 cash 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, Kullu 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 reply is awaited (August 2007).

To comply with Sub-section 3(C) of Section 146 of the Motor Vehicle Act, the
BODs approved (May 2003) a scheme to create Passenger Accident Insurance
Fund (PAJTF) 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 routes® 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:Iroute ; Katra: 1 route and Chamba: 1
route
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Due to damage of Gagger bridge, the Corporatron directed (August 2006) all
} the Dlvrsrona]l Managers to charge additional fare of Rs.4 per passenger with
; | immediate eFfect for ordinary buses plying to and fro Delhi via Rajpura from
dlfferent locations of the State. During test check of records of Baijnath unit, it
i was noticed [that the unit failed to charge additional fare of Rs.4 per passenger
| for three buses plying for Delhi via Rajpura resulting in loss to the

1 Corporation ffrom 31 August 2006 to 15 ]February 2007.

i R

B Increment in bus fare by Uttaranchal Transport Department from 41.68 to 45

pzuse per passenger per km for plain area with effect from 8 July 2005 was

i\made effective by the Corporation from 30 August 2005 resulting in less

s charging of enhanced fare

’]['he orders | of Secretary, Transport Government of Jammu & Kashmir

w (14 December 2005) levying 10.5 per cent surcharge in respect of High Speed

Dlesel (HSD) driven vehicles after merging the basic fare and surcharge in

‘ ‘ respect of the existing notified passenger fare subject to the rounding off to the

‘ *nearest 25 palsa was circulated by the Management on 12 January 2006
| resultmg in less charging of enhanced fare.

The Corporlatlon decided (December 2002) to impose user charges on
passengers traveling in Corporation’s buses operating on the National
| Highway-1 (NH 1) on the basis of Haryana Transport Department notification
‘dated December 2002 with immediate effect. These charges were to be
. | imposed in addition to the fare as per the rates detailed below:

‘ 1 Km to 15Kms Nil
| 16 Kms t0 25 Kms 1
‘ 26 Kms to 75 Kms 2
1] 76 Kns to 125 Kms 3
126 Kms to| 175 Kms 4
‘i 176 Kms and above 5‘
o

| Test check bof records in three’ booking counters revealed that these booking

.| counters fail
. lon NH-I on

|Chandigarh -
-\ This resulted in non-realisation of user charges and consequent loss to the

ed to impose user charges on the passengers in 23 routes plying
Chandigarh - Delhi route at the rate of Rs.5 per passenger and
Haridwar (via Ambala) route at the rate of Rs.2 per passenger.

Kullu, Manali and Palampur
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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).

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 passenger 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 Rs.4 per passenger from other
States so that the total fare remains the same. During J. anuarly 2006 to January
2007, 11,49,700 tickets of Rs.9 denomination for Chandlgarh area were
consumed by different units test checked in audit. On the ftotal collection of
Chandigarh fare of Rs.1.03 crore, the Corporation had to shell out 35 per cent

i.e. Rs.26.83 lakh to the Excise and Taxation Officer, Chandiigarh 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 control led 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

® 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.0.67 lakh from May 2003 to January 2007.
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The matter was reported to the Corporation/Governrﬂent in June 2007; their
replies are|awaited (September 2007).

‘Though rtjhe Corporation has dome a commendable work in in-house
development of this software, the System has certain limitatioms. Only

major bw§ stands have been covered under this project though the System
is im mse f@n’ more tham 11 years. There is mo documentation of the source
code/ pmgmm to emsure business continuity. Further, being operated om

stand almr’le machines, the System is vulnerable to loss of data and cash om
crash of mrinachjiﬁnes, Operation of different programs at different locations
also makeis it vuinerable to misappropriation of funds. At certain places,
the System failed to gemerate desired reports leading to non-achievement

i of desired| objectives.

® System should be reviewed with a view to mcorporate all the business
rules ?f the Corporation. Further, it may be ensured that same
version of software is instalied at all the locations.

5‘:_ o Organisation. wide back up policy and password policy should be

devised for ensuring IT security.

|

o Management Information System and reporting features of the
System need to be strengthened for effective monitoring.
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Important audit findings noticed as a result of test check of transactions made
by the State Government companies/corporations are included in this Chapter.

Nom-acceptance of rate offered by a party for bulk purchase of turpentine
cil despite known decreasing trend in rates resulted in a loss of Rs.18.04
lakh due to subsequent sale of turpentine oil at lower rates.

The Company sells Turpentine Oil Grade II (T.Oil) produced at its Rosin 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 Additional Secretary (Forests). The rates approved
remain in force till the approval of rates received in response to next tender.

It 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 litres 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 11,000 1trs)

Camphor & Allied Products Ltd., Bareilly Rs.37.50 (for 3,50,000 1trs)

2
3 Himachal Terpene Products (P) Ltd., Kala Amb | Rs.33.50 (for 3,00,000 ltrs)
. ,

Dujodwala Resins & Terpenes Ltd., Jammu Rs.33.00 (for 55,000 lItrs)

The above rates weffe 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 all 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 (11 May 2006) the Company to reconsider
their decision and to accept its realistic rate which 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 selling 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 litres 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.18.04 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
(1 June 2006) its offer.

The matter was referred to the Government in August 2007; the reply is
awaited (September 2007).

| Beas Valley Power Corporation Limited J

|42 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-III Hydro Electric Project to SSJV Projects Pvt.
Ltd., Banglore (contractor). This work was later on transferred to the
Himachal Pradesh Jal Vidyut Vikas 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 pér 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
all commodities including steel items (base 1993-94 = 100), a corresponding
increase or decrease in the payment to the contractor shall 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 in the formula stipulated in the agreement, the
Company devised a new price variation formula for allowing additional price
variation increase and worked out further increase of Rs.1.64 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 contractor Rs.82.10 lakh in addition to the
payment of Rs.42.19 lakh already made under the formula stipulated in the
agreement. This resu]ltedl 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 devised 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 sale 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 in 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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Imstead of Ftaakmg recourse to legal action to secure possession of land

alliotted to it by the State Government or selecting some other piece of

| land, the (@mpany succumbed to undue pressure from the Pamchayat

) and imeurred am expenditure of Rs.13.07 lakh on the comstruction of
| 12 shops. | o ‘

‘ 1 For construction of godowns for storage of food grains and office building for

its area office Shimla, the Company selected and got allotted (May 2002)

P 13.02 Bzghas |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 possessnc!m of the Gram Panchayat, which demanded (October 2002) eight

|| duly constructed shops on this land from the Company in lieu of handing over

\ the possessnon ‘of the land. Instead of taking recourse to legal action to secure

possessnon of the land or selecting an alternative site, the Company entered

‘into. (May 2003) an agreement with the Panchayat to construct eight shops for

the Panchayat free of cost. The Company constructed eight shops at a cost of

‘ ‘Rs 8.62 lakh|but the Panchayat refused to take over the shops on the plea that

wrhe shops were one step down to the road. Hence, after negotiations

| (lTu]ly and Septembcr 2005),.the Company paid (March 2006) to the Panchayat

*Rs.4.45 lakh| for the construction of four more shops on the road side. The

i Company also took over (November 2006) from the Panchayat already

] rCOIIlSU'UClICdl énght shops on monthly lease rent of Rs.15,700 with increase of
S ‘10 per cent after every five years.

'][‘hus the COJlmpany created a liability for itself, by extending undue favour of
‘]Rs 13.07 lakh to the Panchayat i.e. the cost of construction of 12 shops and the
‘]lease rent of|Rs.1.47 lakh to the Panchayat, which should have gone to the
j State Government. Besides, there would be additional annual liability of

7 ’,[ 5]Rs.1.88 lakh as lease rent of self constructed shops.

i '][‘he Government stated: (June 2007) that all issues were finalised with the

. appmval of the Board of Directors. - The eight shops were taken on rent

- keeping in view the storage requirement of the Area Manager, Shimla. The
lease rent of ]landl was being paid to the Panchayat on the condition that if the

_ Govemmem decided to charge lease rent of land, the same would be deducted

: ﬁrom the 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

. mot give any justification for the selection of disputed land initially,

. subsequent failure of the Company to take legal action for taking possession of

 the Government land duly allotted to it and succumbing to undue pressure of

t‘he Panchayat. ’
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Construction of a tourist complex at a place having megligible tourist
potential without preparing feasibility report or comducting cost bemeffit
analysis resulted in its leasing out immediately after comstructiom amd
indecision of the Management to take action agaimst the lessee though he
did mot make payment of lease rent since August 2005, This resulted fm
unfruitful investment of Rs.94.33 lakh on a tourist compiex.

The Company constructed (1999-2004) a tourist complex (Complex)
consisting of eight double bed rooms, a restaurant, a multipurpose hall, a
gymnasium, a health club and a dormltory at Nurpur in Kangm District at a
cost of Rs.94.33 lakh.

The salient features of construction,. ﬁnaﬁcing and mﬁning of the tourist
complex are given below:

2]

The Company did not prepare feasibility report/ cost bemefit 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 beauty and pollution free atmosphere of the
State. There was nothing on record to show that the place had enough
tourist potential.

Cost of construction was met out of grants of Rs.81.58 lakh (GOI: Rs.70
lakh, State Government: Rs.11.58 lakh) and Company’s own funds of
Rs.12.75 lakh. ‘

Decision to lease out the Complex was 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.6.12.lakh in the first year to Rs.7.44 lakh
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.

The SECL filed (Febniary 20006) a civﬂ writ petition in the High Court,
Shimla for restraining the Company from clamung 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 financial principles resulting in
unfruitful investment of Rs.94.33 lakh.

The Government admitted (June 2007) that feasibility 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 having negligible tourist potential and the decision (August 2002) of
the Company to lease out the complex even before the complex was
constructed (August 2004) reflects the apprehension of the Company that
running 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.

&5 Avoidable 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 April 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 KVA in respect of 10 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 supply consumers having connected
load above 20 KW (22 KVA) were requested to declare their contract demand
in KVA and enter into an agreement with the Board for the purpose of levy of
demand charges with effect from | October 2004. As per the tariff order
applicable with effect from July 2005, the demand charges were to be levied at
the rate of Rs.125 per KVA per month for connected load of 20 KW (22
KVA) to 100 KW (111 KVA) and Rs.175 per KVA per month for connected
load above 100 KW (111 KVA) which were subsequently (July 2006) reduced
to Rs.75 and Rs.100 respectively.

The agreements for contract demand for power supply entered into by the
Company were on higher side as the maximum power consumption of 18 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,
however, 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.

The Company diverted grant-in-aid of Rs.17.15 lakh received for
purchase of handlooms for imparting training to the prospective weavers

for payment of salary and wages of regular staff.

The Company has been conducting vaﬁous 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 Company, which includes
provision for expenditure on account of cost of looms required for imparting
training 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 durmg 2001-06 for imparting training and gave training

to the prospectlve weavers on the already existing handlooms. These looms -

| were acqulred out-of GIA received during the earlier years. In order to show

* utilisation - of G][A recewed for this purpose, the Company revalued the
existing looms’ havmg book value of Rs.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 31 March 2006.

(Rupees in lakh)

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 after 5.37 8.32 2.31 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 wages

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.17.15 lakh for purposes other than those specified in the
sanction for grants during the last five 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.

| Statutory corporations |

| Himachal Pradesh State Electricity Board |

| 4.7  Avoidable payment of interest |

Failure of the Board to exercise the option available for redemption of
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 raised
(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 trend 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 concetned 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, 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 1nterest 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, Govcrnment gurantee was required whereas the

" State Government was reluctant to furnish gurantee to the Board. Thus, the
Board was left with no alternative- but to pay mterest 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 redemptlon
of above bonds) from the market

The merger of excise duty in the ex-works rates, though the supplier was
exempted from paymemnt of the same, resulted: im extending of an undue
favour of Rs.1. 29 crore to the supplner on the purchase of conductor.

The Board placed (July 2004) two supply orders on Durable Conductors
‘Solan for the supply of 5,417.75 Km ACSR/AAA conductors of various types
valuing Rs.14.32 crores. The purchase orders clearly indicated per Km
ex-works. prices, 16 per cent Excise Duty (ED), freight and insurance, efc. 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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- After recei
substantial

~ exempted

‘ suppher an

‘The matte

( Commerczal) Jor the year ended 31 March 2007 .

pt of orders, the firnmi informed the Board (August 2004) that due to

expansion, it was exempted from payment of ED as per the GOI

notification (June 2003) and requested the Board to merge 16 per cent

(June 2005

conductor,

ED component in the ex-works rates. - The SPC in its meeting
decided to merge ED component in the ex-works rates and the

* purchase orders were revised accordingly. Thus, on purchase of 3,215.50 Km

total ED exemption benefit of Rs.1.29 crore (Annexure-XXXIIT)

was passed on to the firm. This resulted in extending of an. undue favour to the

Id consequent loss to the Board to that extent.

replies are

- was referfed to the Government/Boaer in August 2007; their
awalted (September 2007). ‘

| Failure of the Board ‘to fix rates for supply of comductors as per

msttruettmnlns comamed in the tendle]r doeumem resulted in avoidable
overpayment of Rs.78.64 lakh. -

The Board ﬂoated (]February 2004) tender. enqumes for procurement of
different t)}pe of ACSR/AAA™ conductors. After opening (March 2004) of the
bids received thereagainst, the followmg firms emerged as L-1 for various
types of conductors: = . - N

@] ® (0 @ | @ ® (h) ®
New IndiaWire | ACSR 10,871.00 | 12,760.00 | = 13550 6.19 13442 5.34
. & Cable Weasel
Industries,
Jammu
2. | Ritco , ACSR | 1850000 | 20981.00 | 21320 " 162 21550 2.71
‘| Automotive’s Rabbit. DR : g
(India) Pvt. Ltd. - —
Bhiwadi, | | ACSR'- | 27,300.00 | 30981.00 - - 32500 4.90
Rajasthan |- Raccon L v ) i
1 3. Venkateshwara 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
“Weasel - - -
AAA 16,553.28 20,385.84 21299 . 448 21295 4.46
Rabbit :

Source: Compiled from the felevant records of the Board.

A C;)’R-Alﬁrriinium Conductor Steel Reinforced/AAA-All Aluminium Alloy
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As per instructions® contained in the.tender document, the manufacturing
uriits_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 rates with applicable 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.78.64 lakh to
these firms as detailed in the Annexure-XXXIV. There were no reasons on
record for not fixing the rates as per the éonditions 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 excise
duty from the supplier before releasing the payment resulted in avoidable
- payment of excise duty of Rs.73.48 lakh.

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 on-
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 suppher against documentary proof of
‘payment of the same by him.

Instruction No. 16.2 of the tender document
AAA - . All Aluminium Alloy
~ AA/ACSR- All Aluminium/Aluminium Conductor Steel Remforced
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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 which
had undertaken substantial expansion by way of increase in installed capacity
by not less than 25 per cent on or after 7 January 2003 were exempt from
payment of ED. In view of above, the supplier was not entitled to the payment
of ED and thus, the Board should not have released the same to him. The
Board, however, released ED of Rs.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 supplier and
consequent loss to the Board to that extent.

The Government stated (June 2007) that no communication regarding
exemption from payment of ED to Bharat Electrotech Pvt. Ltd., Damtal was
available in the record. The supplier had indicated serial number and date of
RG (Part-11) in each invoice on the basis of which the payment of ED was
made to him by treating the same as documentary proof of having paid ED.
The reply is 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 terms of Government of India notification of
June 2003. Further, as per terms and conditions of purchase orders, ED was to
be paid only on production of documentary proof of payment to the
Government and invoices of material supplied is not an acceptable proof.

ﬁ.ll 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 commissioned (December 1998) 220 KV single circuit line from
Dehar to Kangoo along with 220/132/33 KV sub-station at Kangoo. With the
commissioning of this line, the existing 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. As the
land was originally purchased by the Board from the Company, the Company
desired (February 2003) to buy back the said land. The Land Acquisition
Officer (LAO) of the Board assessed (June 2003) the present market value of
land at Rs.1.17 crore. The value of immovable assets on the surplus land was
assessed at Rs.33.99 lakh, the total value of land and immovable assets
worked out to Rs.1.51 crore. In spite of this, the Board agreed (May 2004) to
sell this land to the Company for Rs.81.86 lakh (Land: Rs.47.87 lakh, on the
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basis of assessment made by the Patwari of the area and -_irhmovablc assets:
Rs.33.99 lakh) and agreement signed (June 2004). ’

The Board received (April 2006) Rs.81.86 lakh i.e. after'a delay of 22 months:.
The sale deed was executed (May 2006) when the current market rate of this
land for the purpose of stamp duty and registration fee was assessed as Rs.1.44
crore by the same Patwari. This indicated that the assessment of Rs.47.87 lakh
made earlier by the Patwari was not correct. By ignoring the assessment made
by its own LAO and not getting the assessment of Patwari 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 the 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 Board
should have considered the assessment as made by LAO (a senior officer).
Based on the market value of land as assessed by the Patwari at the time of
execution of sale deed, the loss worked out to Rs.96lakh (Rs.1.44
crore-Rs.47.87 lakh). :

The Government admitted (September 2007) that the value of land was-
assessed at Rs.1.17 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 immovable assets: Rs.33.99 lakh). '
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| 4.12 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 orders on Bharat Electro Tech
Private Limited, Damtal for supply of 2,752.500 Km conductor of various
types for Rs.8.61 crore for delivery within six months from the date of issue of
purchase orders. As per terms and conditions of the purchase order. the Board
also placed (January 2005) two additional purchase orders for supply of 688
Km conductor for Rs.2.15 crore on the same terms and conditions. The Board
had bank guarantees from the firm for Rs.48.94 lakh.

Against the total ordered quantity of 3,440.500 Km conductor, the supplier
delivered (March 2005) only 1,982.732 Km at a cost of Rs.5.97 crore and the
balance quantity of 1,457.768 Km conductor was 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 supplier as risk purchase cost as per terms and conditions of the
purchase orders. The Board, however., recovered (February 2006) only
Rs.14.96 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
business dealing with the supplier for five years. The balance amount of
Rs.11.82 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).

inmachal 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 Transport) decides from time to time to
allow free/concessional traveling facility to certain categories of passengers
such as students, Government employees, police persons, handicapped
persons, Members of Parliament and State Legislatures, efc. in the buses of the

148




Chapter 1V Transaction audit observations

R, e R A ATANEL S TR R DNy SMCE 2 A DS OE T T TR Y O TR AR, bk - T T |

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 Department -orthe 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 (Jocal) Dhalli, 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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the amonnt of Rs.49.23 lakh and for subsequent yeaIs also the Corporation
‘would have to bear the cost which would further adversely affect the poor
financial position of the Corporation. '

‘The mattet was referred to the Govemmént/Corporetion in August 2007; their
replies are lawaited (September 2007).

Explanatory Notes outstanding

The Comptroller and Auditor General of India’s Audit Reports represent the
culnnnatiolrn ‘of the process of scrutiny starting with initial inspection of
accounts a1|1d records maintained in the various Public Sector Undertakings. It
is, therefore, necessary that they elicit appropriate and timely response from
the Executive. Finance Department, Government of Himachal Pradesh issued
(February {1994) -instructions to all Administrative Departments to submit
explanatory notes indicating corrective/remedial action taken or proposed to
be taken on paragraphs and reviews included in the' Audit Reports within three
rnonths of their presentation to the Legislature, without waiting for any notice

or call from the Committee on Public Undertakings (COPU).

Though the Audit Reports for the years 2002-03, 2003-04, 2004-05 and

- 2005-06 welre presented to the State Legislature in February 2004, April 2005,
~April 2006 and April 2007 respectively, two departments did not submit

_explanatorly notes on 44 out of 59 paragraphs/rev1ews as on August 2007, as

: '1ndlcated below

200203 | | 7 o 6
2003-04 15 | 12
2004-05 | 13 g
2005-06 ‘
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Power department 6 -9 5 9
Horticulture department - - - 2
Tourism department - - - Al
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, efc. ’ )

Compliance to Reports of Committee on Public Undertakings (COPU)

The Action Taken Notes to the recommendations 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:

1998-99 2 12
1999-2000 3 13
2000-01 1 11
2002-03 1 1
2003-04 1 2
2004-05 2 2
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Action taken on persistent irregularities in Audit Reports

With a Vie‘w to assist and facilitate discussion of the paras of persistent nature
by the State COPU, an exercise was carried out to verify the extent of
corrective | action taken by the concerned auditee organisation and results

thereof are indicated in Annexure-XXXV.

A review |of persistent irregularities included in Annexure-XXXV would
reveal that though the irregularities relating to excess inventory holding
(ranging bbtween Rs.6.30 crore and Rs.13.35 crore), non-recovery of advance
consumption deposits (Rs.3.84 crore), loss due to wrong application of tariff
(Rs.0.14 crore), short recovery of peak load exemption charges

(Rs.1.51 cr!ore), undue favour to consumers (Rs.7.42 crore) etc. pertaining to

Himachal ]:Pradesh State Electricity Board were included in the Audit Reports
(Commercial)/Commercial Chapter of Audit Report (Civil) of the Comptroller
and Auditor General of India- Government of Himachal Pradesh for the years
1994-95 to 1996- 97, 1998-99, 2000-01, 2002-03, 2003-04 and 2005-06, these
irregularities continued to pers1st as the Govemment/Board had not taken

|
corrective action.

1‘_ The matter was reported to the Government (September 2007); the reply is
- awaited (September 2007).

| 4a5

Audit observatlons noticed during audit and not settled on the spot are
commumcated to the heads of the Public Sector Undertakings (PSUs) and
departments of the State Government concerned through inspection reports.
' The heads,‘of PSUs are required to furnish replies to the inspection reports
. through re’spective heads of departments within a period of six weeks.
. Inspection reports issued up to February 2007 pertaining to 21 PSUs disclosed

that 3,351 paragraphs relating to 943 inspection reports remained outstanding
' at the end of August 2007. Department-wise break-up of inspection reports
+ and audit |observations outstandmg -as -omn.-31 August 2007 is given in
i Annexure-XXXVIL. -

- Similarly, |reviews and draft paragraphs on the working of Public Sector
“ Undertakmgs are forwarded to the Secretary of the administrative department
' concerned derm -officially seeking confirmation of facts and figures and their

. comments thereon within a period of six weeks. It was, however, observed
' that eight l draft paragraphs and three reviews forwarded to the five
- departments between May and September 2007 as detailed in

~ Annexure-XXXVII had not been replied to so far (September 2007).
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It is recommended that (a) the Government should ensure that procedure exists
for action against the officials who fail 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 within prescribed time
schedule, and (c) the system of responding to audit observations is revamped.

The matter was reported to the Government (September 2007); the reply is
awaited (September 2007).

r

(e

Shimla E 6 DE r\ n—- (SUMAN SAXENA)

The Accountant General (Audit)
Himachal Pradesh
Countersigned
New Delhi N (VIJAYENDRA N. KAUL)
The z B DEC 20[” Comptroller and Auditor General of India
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Annexure.
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Annexure-I
(Refer paragraphs 1.3, 1.4 and 1.5)

" Statement showing particulars of up-to-date paid-up capital, budgetary outgo, loans given out of budget and loans cutstanding as on

\3]1 March 2007 in respect of Government companies and Statutory corporations

(Figures fm columns 3(a) to 4(f) are Rupees in lakh)

Othi Lioans **outstandin, cl Di
. ; 3@
A Working Government companies
AGRICULTURE AND ALLIED
1 |Himachal Pradesh Agro 984.08 196.00 - 1180.08 150.87 - 150.87 0.13:1
Industries Corporation Limited ) (0.13:1)
2 |Himachal Pradesh 1023.50 150.00 607.00 1780.50 1212.92 104.00 1316.92 0.74:1 -
Horticultural Produce (0.68:1)
Marketing and Processing
Corporation Limited
3 v Agro Industrial Packaging 1675.00 - 97.00 1772.00 2212.83 - 2212.83 1.25:1
_ .|IndiaLimited ‘ _ . B _ (1.25:1)
Total 3682.58 346.00 704.00 4732.58 3576.62 104.00 3680.62 0.78:1
’ . 0.76:1)
INDUSTRY
4 |Himachal Pradesh State Small 246.08 - - 246.08 - - - -
Industries and Export
Corporation Limited
S  |Himachal Pradesh General 703.96 - 12.31 716.27 297.46 - 297.46 0.42:1
. |Industries Corporation Limited 0.42:1)
Total 950.04 - 12.31 962.35 297.46 - . 297.46 0.31:1
- . (0.31:1)
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i (a5 2 [ s | 30 | 30 | @ | 3@ [ s | @ [ 4@ | @ | « T %6 T s
ELECTRONICS
6  |Himachal Pradesh State 371.67 - - - 371.67 - - - 194.66 - 194.66 0.52:1
Electronics Development (0.52:1)
Corporation Limited
Total 371.67 - - - 371.67 . - - 194.66 - 194.66 0.52:1
(0.52:1)
HANDLOOM AND HANDICRAFTS
7 |Himachal Pradesh State 411.16 3.00 414.16 - - - 197.61 197.61 0.48:1
Handicrafts and Handloom (0.48:1)
Corporation Limited
Total 41L.16 3.00 - - 414.16 - - - 197.61 - 197.61 0.48:1
(0.48:1)
FOREST
8 [Himachal Pradesh State Forest 1208.06 - 1208.06 - - 16075.00 16075.00 13.31:1
Corporation Limited (13.31:1)
Total 1208.06 - - - 1208.06 - - - - 16075.00 | 16075.00 13.31:1
(13.31:1)
DEVELOPMENT OF ECONOMICALLY WEAKER SECTIONS
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 (1.19:1)
Corporation Limited
11 |Himachal Pradesh Minorities 332.62 - 18.42 351.04 46.15 - - = 4 .
Finance and Development
Corporation
Total 1369.53 9.60 - 18.42 1397.55 206.15 - - - 724.18 724.18 0.52:1
(0.64:1)
PUBLIC DISTRIBUTION
12 [Himachal Pradesh State Civil 351.50 - - 351.50 - - 46.61 - 46.61 0.13:1
Supplies Corporation Limited (015:1)
Total 351.50 - - . 351.50 - - - 46.61 - 46.61 0.13:1
(0.15:1)
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[1] 2 3(a) 3(b) 3(d) 3e) 4@ | 7S T T 1 T o 5
TOURISM ‘
13 |Himachal Pradesh Tourism 1229.86 1229.86 I 62.79 62.79 0.05:1
l);‘\cinpmvm l'n[pnr.llmn (0.07:1)
| Limited I |
[Total 1229.86 1229.86 . 62.79 62,79 0.05:1 |
_ 7|7 S 0.07:1)
FINANCE
14 |Himachal Pradesh State 2959.40%** | . 2059 .40%%* ‘ T
Industrial Development ‘ |
| Corporation Limited | |
| Total 2059.40%%* 2959 40%+* = -
POWER
15 |Himachal Pradesh Power 0.30 40.00* 40.30* 0.30 ‘ . [ .
Corporation Limited
Total 0.30 40.00* 40.30* 0.30 L ' . ﬁ .
CONSTRUCTION
16 |Hmmch;|l Pradesh Road and 2500.00 2500.00 - | 45058.69 | 45058.69 18.02:1 |
Other Infrastructure (26.82:1)
Development Corporation
Limited
Total 2500 - - 2500.00 - - - 45058.69 45058.69 18.02:1
(26.82:1)

‘ Total-A 15034.10# 358.60 774.73 16167.434# 206.45 - 4312.96 62024.66 66337.62 4.10:1
(All Sector-wise Government (1.58:1)
Companies)

B Working Statutory corporations - - - S
POWER
17 |Himachal Pradesh State 28211.18 28211.18 22056.07 2013.04 2009830.18 | 211843.22 7.51:1
Electricity Board | (9.30:1)
28211.18 28211.18 22056.07 2013.04 7.51:1

| Total |

|

20083me 211843.22

(9.30:1)
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18 |Himachal Road Transport 26166.31 1544.45 - 27710.76 1230.00 793.00 - 15996.06 15996.06 0.58:1
Corporation (0.09:1)
Total 26166.31 1544.45 - - 27710.76 1230.00 793.00 15996.06 | 15996.06 0.58:1

(0.09:1)
FINANCING

19 |Himachal Pradesh Financial 2197.79 - - 659.32 2857.11 - - 2780.00 19508.77 | 19508.77 6.83:1
Corporation (6.06:1)
Total 2197.19 - - 659.32 2857.11 - - 2780.00 19508.77 | 19508.77 6.83:1

(6.06:1)

C Non-working companies
INDUSTRY

20 |Himachal Worsted Mills - 47.00 45.00 92.00 - - - - -
Limited
Total - - 47.00 45.00 92.00 - - - - - -
ENGINEERING

21 |Nahan Foundry Limited 387.00 - - - 387.00 - - - -
Total 387.00 - - 387.00 - - -

Note:-  Excepr in respect of companies and corporations which finalised their accounts for 2006-07 (Sr. No.5,6,7,12,14,15,16,17,18,19 & 21) figures are provisional and as given by the

companies/corporations

@ Includes bonds, debentures, inter corporate deposits, erc.

Y Loans outstanding ai the close of 2006-07 represents long-term loans only

Liad Includes share application money of Rs. 2.00 lakh

$ State Government's investment in all PSUs was Rs783.22 crore (others: Rs3108.89 crore). Figure as per Finance Accounts 2006-07 is Rs.742.92 crore. The difference is under reconciliation

# Includes share application money of Rs. 41.80 lakh

[

includes share application money of Rs.39.80 lakh
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Annexure-II
(Refer paragraphs 1.6, 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)

[sr. [Sector and nameof  [Nameof  |Date of Igr!odol Yearin  |Net etimpact Paid-up |Accumulated |Capital  |Total Return
No. |company/corporation |Department ts Profit (+)/ Audit capital +)/ employed capital f total
tion Loss(-) comments =) (A) ed  [return on
1 2 3 4 5 6 1 ¥ 9 10 1 i T

A |Working Government companies
AGRICULTURE AND ALLIED

1 Himachal Pradesh Agro |Horticulture |September 2005-06 2006-07 (-)194.51  |General 1180.08 | (-)799.57 25.81 (-)167.01 - | 2106.50 244
Industries Corporation 1970 Comments
Limited

2 Himachal Pradesh Horticulture June 1974 2005-06 2006-07 (-)480.27 |Nil 1780.50 | (-)3275.67 175.14 (-)475.55 - 1 3415.08 484
Horticultural Produce comments
Marketing and Processing
Corporation Limited

3 Agro Industrial Horticulture |February 2005-06 2006-07 (-)643.61 [Nil 1772.00 | (-) 5729.14 | (-)1607.70 (-) 138.46 - 1 488.93 188
Packaging India Limited 1987 comments
Total (-)1318.39 4732.58 | (-)9804.38 | (-)1406.75 (-)781.02 - - 5 &
INDUSTRY

4 Himachal Pradesh State  |Industries October 2005-06 2006-07 (+)56.02 NIl 246.08 (-)128.44 215.10 (+)56.02 26.04 | 0928.97 27
Small Industries and 1966 comments
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 Industries 1972
Corporation Limited
Total (-) 29.22 962.35 (-)260.64 857.09 (-)10.47 - - 2 s
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oL PR T T e S e Sl O s < S | S [ s N B
ELECTRONICS

6 Himachal Pradesh State  |Industries  |October 2006-07 2007-08 (+)127.54 |Under audit | 371.67 (-)214.84 545.44 (+)127.97 23.46 1509.77 74
Electronics Development 1984
Corporation Limited
Total (+)127.54 371.67 (-)214.84 545.44 (+)127.97 23.46 -
HANDLOOM AND HANDICRAFTS

7 Himachal Pradesh State  [Industries  [March 1974 | 2005-06 2006-07 (=) 112,72 [Nil 414.16 (-)1084.97 (-)449.75 (-)84.73 - 1000.01
Handicrafts and comments
v 2006-07 | 200708 | (4407 |Underaudit | 414.16 | (112905 | (156579 | (-21.55 92361 | 143
Total (-)44.07 414.16 | (-)1129.05 | (-)565.79 (-)21.55 - -
FOREST =

8 Himachal Pradesh State |Forest March 1974 | 2002-03 2006-07 (-)1990.35 |Understate- | 1208.06 | (-)2918.14 53635.03 (-)1758.88 - 11682.78
Forest Corporation ment of loss
Limited by Rs.87.12

lakh
2003-04 2007-08 (-)1144.63 |Under audit | 1208.06 | (-)4062.78 38941.46 (-)883.83 12614.37 | 3973

Total (-)1144.63 1208.06 | (-)4062.78 | 38941.46 (-)883.83 - - -
DEVELOPMENT OF ECONOMICALLY WEAKER SECTIONS

9 Himachal Pradesh Mahila|Welfare April 1989 2005-06 2007-08 (-)8.37 |Not 256.92 (-)14.68 145.40 (-)8.37 - 9.53 6
Vikas Nigam reviewed

10 |Himachal Backward Welfare January 1994 2004-05 2007-08 (+)54.81 |Not 579.59 (+)227.95 1683.29 (+)95.97 5.70 128.18 22
Classes Finance and reviewed
Development
Corporation

11 |Himachal Pradesh{Welfare September 2005-06 2006-07 (-)29.65 |Not 293.11 (-)176.31 752.72 (-)17.37 - 27.70 14
Minorities Finance 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
Civil Supplies Supplies 1980 comments
Corporation Limited
Total (+)113.09 351.50 | (+)1236.02 2004.90 (+)137.60 6.86 - -
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TOURISM ]
13 |Himachal Pradesh Tourism and |September  |2005-06  |2006-07 (+)37.51 |Nil 1229.86 | (-)807.20 1964.85 (+)49.75 2.53 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 ment of :
- |Corporation Limited current
' liabilities
and current
assets by
Rs 2.46 crore
Total (+)617.35 295940 | (-) 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 - - -
" |Corporation Limited Power " 2006 : .
Total (-)5.31 40.30 (-)5.31 13.99 (-)5.31 . - - -
CONSTRUCTION
16 [Himachal Pradesh Road [Public works [June 1999 2006-07 2007-08 ok Nil 2500.00 - 48002.81 - - - -
and Other Infrastructure ) comments
Development
" |Corporation Limited o .
Total 2500.00 4800281

B Werking Statutory corporation
POWER . . - » . ‘ . T
17 |Himachal Pradesh State [MPP&  [September | 2006-07 | 2007-08 | (+)188.14 | Under audit | 28211.18 | (-123728.36 | 264190.60 | (+)1400937 |  5.30 191770.30( 25969
* |Electricity Board Power 1971 : : e . .
Total (+)188.14 2821118 | (-)23728.36 | 264190.60 | (+)14009.37 |  5.30 . -
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1] 2 Ex syl 4 0T Er 8 A Vasdes ot o) 78 | T RN D ST RNt o
TRANSPORT
18 |Himachal Road Transport(Transport  |October 2005-06 2006-07 | (-)3821.71 |Overstate- | 26480.76 | (-)40534.43 | (-)1347.26 | (-)3034.06 - " 21649.33
Corporation 1974 ment of loss
by Rs. 52.96
lakh
2006-07 | 20078-08 | (-)3260.76 | Under audit | 27710.76 | (-)43795.19 | 6526.39 | (-)2810.64 = 5 24227.99 | 8484
Total (-)3260.76 s 27710.76 | (-)43795.19 | 6526.39 | (-)2810.64 -
FINANCING
19  [Himachal Pradesh Industries  [April 1967 | 2006-07 | 2007-08 | (-)1266.64 |Being 2857.11 | (-)10225.86 | 22247.07 | (+)184.20 0.83 . 152672 | 106
Financial Corporation finalised
Total (-)1266.64 2857.11 | (-)10225.86 | 22247.07 | (+)184.20 0.83 - . -
Total-B (Al sector-wise 433926 877905 | (yrTrasar | 2oved0e | mamzes | 3s | - | - | -
Grand Total (A+B) (-)5968.60 74678.55 | (-192971.99 | 38957181 | 10683.65 274 7 .
C |Non-working companies
INDUSTRY
20 |Himachal Worsted Mills |Industries  [October 2000-01 2001-02 (-)0.94 |Not 92.00 (-)544.32 (-)63.82 (-)0.06 - Under - -
Limited 1974 reviewed liquidation
since 2000
Total (-) 0.94 92.00 (-)544.32 | (-)63.82 (-)0.06
ENGINEERING
21 |Nahan Foundry Limited |Industries  [October 2006-07 | 2007-08 (+)0.67  [Not 387.00 | (44935 | (-)63.25 (+)0.67 - - - 11
1952 reviewed
Total (+)0.67 387.00 | (944935 | (-)63.25 (+)0.67 " » . -
Total C (-)0.27 479.00 | (-)993.67 | (-)127.07 (+)0.61 - - - -
Total (A+B+C) (-)5968.87 7515755 | (-)93965.66 4| 10684.26 | 274 | - " -

(A) Capital employed represents net fixed assets (including capital work-in-progress) plus working capital except in cases of finance companies/corporations where the
capital employed worked out 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

164



Annexures

Annexure-I111

(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 at the end of March 2007

(Figures in columns 3 (a) to 7 are Rupees in lakh)

Sr. |Name of the Public @ Subsidy and grants received during the year Guarantees received during the year and outstanding at the  |Waiver of dues during the year Loans on |Loans
No. |Sector Undertaking end of the year** which erted
morato-  into
rium equity
allowed  |during
the year
Central State Others Total Cash Credit |Loans from |Letters of |Payment |Total Loans Interest Penal (Total
Government|Government: from banks |other credit obligation repayment |waived interest
sources opened by |under written off waived
banks in reement
respect of  |with foreign
imports consultants
or contracts
1 2 3a) 3(h) 3 3d) da) 4(b) 0 | @ d@ | s@ | sb) | s [s@ | 6 7
A Working Government companies
1 |Himachal Pradesh Agro - 52.00 - 52.00 - - - 5 - . . = = |
Industries Corporation (40.00) (40.00) ‘
Limited
2  |Himachal Pradesh 2 - < 5 : £ - E E \
Horticultural Produce (99.83) (37.00) (136.83) ]
Marketing and Processing
| Corporation Limited l
3 Agro Industrial - 22.00 - 22.00 ‘ |
Packaging India Limited
4 |Himachal Pradesh State 122711 B6.88 . 209.59 60,00 - . : 60,00 [
Handicrafts and (=) (<) \
Handloom Corporation
Limited |
|5 |Himachal Pradesh State s : - - : - : : - ‘ |
Forest Corporation (16075.00) (16075.00) ‘ |
Limited | |
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6 [Himachal Backward - - - - - - . % .
Classes Finance and (724.18) (724.18)
Development
Corporation

7 |Himachal Pradesh - - - - - 1000.00 - - 1000.00 - - - -
Minorities Finance and (746.02) (746.02)
Development
Corporation

8 |Himachal Pradesh 240.54 375.37 - 61591 - - - = - v 4 » = ] =
| Tourism Development
Corporation Limited

9. |Himachal Pradesh Road - 88.66 - 88.66 - - - - -
and Other Infrastructure (45058.69) (45058.69)
Development
Corporation
Total-A 363.25 624.91 - 988.16 60.00 1000.00 - - 1060.00 - - - - - -
_ (9983) | (62680.89) (62780.72)
B Working Statutory corporations ‘
10 |Himachal Pradesh State 7268.65 270.00 160.87 7699.52 - 20000.00- - - 20000.00- - - - - - -
Electricity Board (168123.15) (168123.15)
11 |Himachal Road Transport - 4800.00 - 4800.00 - - - = - = = = = =
| |Corporation - -
12 |Himachal Pradesh - 222 3.87 6.09 - 2780.00 186.73 - 2966.73 - - - - - -
Financial Corporation (10270.00) - (10270.00)
Total- 7268.65 | 507222 164.74 12505.61 - 22780.00 186.73 - ; m"ﬂ - - - - . -
(178393.15) (178393.15)
[Grand Total (A+B) 763190 | 569713 | 16474 | 1349377 | 60.00 | 2378000 | 18673 . 2402673 | - - - - - -
(99.83) | (241074.04) (241173.87)

Note: Except in respect of companies and corporations which finalised their accounts for 2006-07 (Sr. No. 49,10 and 12 ), figures are provisional and as
given by the companies/corporations

@ Subsidy includes subsidy receivable at the end of year which is also shown in brackets

o Figures in brackets indicate guarantees outstanding at the end of vear
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. Annexures

BTV B

_ Annexure-IV
(Refer paragraph 1.7)
Statement showing financial position of Statutory corporations

(Rupees in crore)

A | Liabilities

Equity capital - 282.11 282.11 282.11 |
Loans from Government 18.71 20.13 20.13.
Other long-term loans (including 2533.86 2634.93 | 2098.30
bonds) ,
Reserves and surplus 958.28 | 1126.12| 1261.36 | -
'Current liabilities and provisions » 1145.95 1497.16 |- 2341.99

03.89.

B | Asséts

Gross fixed assets . 2192.58 232234 | 3556.07
Less: Depreciation -35438 | 408.07 |- 464.98
Net fixed assets. 1838.20 |  1914.27 | 3091.09
Capital works-in-progress 1730.61 207020 | 1108.16 |-
Deferred cost 62.54 65.93 81.92
Current assets 640.58 849.42 784.64
Investments 402.62 |  41675| 695.18
Miscellaneous expenditure 4.72 4.71 5.62 |
Deficits 259.64 239.17 237.28

1 5003.89 |
Capital employed” 306344 | 3336.73 | 2641.90

2 | Himachal Road Transport Corporati

:
A | Liabilities .
Capital (including capital loan & 252.51 | 264.81 277.11
equity capital) -
Borrowings (Government) ' B - - '
(Others) 46.60 110.78 159.96

Capital employed represents net ﬁxéd 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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#amr_ansy

Funds™

16.28

Trade dues and other current
liabilities (including provisions)

106.98

Assets

Grogs block 151.45| 15878 |  177.80
Less: Depreciation 10820 { 11238 | 11930
Net fixed assets 4325| 4640 58.50
Capi:tal works-in-progress 2.88 4.07 2.00
(including cost of chassis) :
,Invefstments - - -
Curr{ent assets, loans and advances 22.55 43.04 98.57
Defe::rred cost - - -
Accumulated losses

.| Tetal'B. -

Capital empﬂ@yed*

(968.02

Himachal Pradesh Financial Corporation

Liabilities

Paid-up capital(including share
application money)

28.17

28.57

Reserve funds and other reserves
and|surplus

4.97

4.97

Borrowings:

Boﬁds and debentures

93.10

89.75

Fixcl'ed deposits

Indil'lstrial Development Bank of
India and Small Industries
‘Development Bank of India

49.44

70.19

Reserve Bank of India

E){ccluding depreciation funds

" Capital employed represents net fixed assets (including works-in-progress) plus working capital
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Loan towards share capital:
(a) State Government

(b) Industrial Development Bank
of India

Others (including State
Government)

24.78

Other liabilities and provisions

Assets o
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 0.79 079
Other assets 2.87 2.14 1.95
Profit and loss account 84.99 |  89.59 102.25

0

Capital employed®

Capital employed represents the mean of the aggregate of opening and closing bal_ancés

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 (inclyding refinance)
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Annexure-V

(Refei' paragraph 1.7)

Statement showing working results of Statutory corperations |

(Rupees in crore)

visional
|1 | (2) Reyenue receipts 128245 | 169409 |  1962.19
- (b) Subsidy/Subvention from - 76.85 96.08
Government
Total 128245 | 1770.94 2058.27
‘ 2 Revenue expenditure (net of 1170.29 1539.54 1784.34
| expenses capitalised) including '
write off of intangible assets but
excluding depreciation and interest
3 | Gross surplus (+)/deficit (-) for the | (+)112.16 | (+)231.40 | (+)273.93
year (1-2) ' |
4 -Adjustments relating to previous (+)20.14 (-)35.24 (-)76.70
years
; 5 - | Finallgross surplus(+)/deficit(-) for | (+)132.30 | (+)196.16 | (+)197.23
" | the year (3+4) :
|6 Appropriations: »
! (a) Depreciation (less capitalised) 44.05 53.84 57.14
(b) Interest on Government Ioans 1.88 2.23 2.33
C .
(c) ][nlterest on others, bonds, 233.41 241.14 233.01
| -advances etc. and finance charges '
| (d) Total interest on loans and 23529 | 24337 235.34
}' finance charges (b+c) :
(e) Less: Interest capitalised 109.79 121.53 97.13
; (f) Net interest charged to revenue 125.50 121.84 138.21
| (d-e)
(g) Total appropriations (a+f) 169.55 175.68 195.35
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7 Surplus(+)/deficit(-) before (-)37.25 (-)56.37 (-)94.20
accounting for subsidy from State
Government

{5-6 (8)-1(b)}
8 Net surplus(+)/deficit(-) {5-6(g)} (3725 | (+)20.48 (+)1.88

9 Total return on capital employed” 88.25 142.31 140.09
10 | 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
(¢) 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 A 9.63 7.87 4.50
Total return on Capital employed (-)22.26 (-)30.35 (-)28.10
Percentage of return on capital - ‘ - -
employed

Total return on capital employed represents net surplus/deficit plus total interest
charged to profit and loss account (less interest capitalised)
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| -assets |

(a) Interest:on long-term and 13.32 15.12 14.51

short—t‘ermjl'oans

(b) Other expenses 7.85 9.86 13.91
L ~_(_¢):;\1Pr€)lvision for non-performing 2.24 - -

Profit(+)/loss (-) before tax (1-2).

01267

. L
Provision for tax

Profit(+)/Loss(-) after tax (3-4)

()12.67

| Other :appropriations (special

reserve for the purpose of Section
36 (I) (viii) of the Income Tax

Act, 1961 and general reserve)

Amount available for dividend

Dividend paid/payable

Total return on Capital
employed@

8.58

9.08

1.84

Percel:ltage of return on Capital
employed

4.61

4.38

0.83

* . Total return on capital employed represents profit (+)/loss (-) after tax and provision for
non-performing assets, plus interest on long-term and short-term loans
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Annexure-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 0.13 013 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 - - -

Less: Auxiliary consumption
(a) Thermal - - -
(Percentage) .

(b) Hydro 4.30 5.02 6.08
(Percentage) (0.33) (0.38) 0.42)

(c) Gas - - -
(Percentage) ’

(d) Other . - - -
(Percentage)
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Net power generated 1291.11 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 5291.22 5555.70
Transmission and distribution 991.97** | 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 17169
electrified

Number of pump sets/wells 9196 10010 11659
energised

Number of sub-stations 16931 18255 18319
(distribution)

Transmission/distribution lines

(in Kms)

(a) High/medium voltage 26638.00 28012.17 | 25678.14
(b) Low voltage 49213.00 50435.09 | 48350.66
Connected load (in MW) 3249.09 3531.30 2948.33
Number of consumers 1710818 1755751 1799263
Number of employees 31365 31204 25969
Consumer/employees ratio 55:1 56:1 69:1
Total expenditure on staff during 372,91 412.76 471.69
the year (Rs. in crore)

Percentage of expenditure 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 was wheeled
through HPSEB transmission system

Transmission and Distribution losses worked out to 17.70 per cent (2004-05), 18.05 per
cent (2005-06) and 14.98 per cent (2006-07) instead of 16.38 per cent, 15.29 per cent
and 13.77 per cent, if the power wheeled on the Board's system is excluded from sale
and purchase of power
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;
i
!
|
1
i
|

o

sold)
otal

Units sold MKWH ‘

(a) Agriculture 25.27 24.73 26.40
(Percentage share to total units (0.55) ©0.47) (0.48)
sold) - :

(b) Industrial 1762.37 2284.41 | 2878.40
(Percentage share to total units (38.20) | 43.17) (51-’.81)
sold) :

(c) Commercial 224.00 218.23 22$.80
(Percentage share to total units (4.86) 4.12) (4:06)
sold) e
(d) Domestic 809.79 866.59 948.30
(Percentage share to total units (17.55) (16.38) (17.07)
-sold) , S :
(e) Others 1791.72 1897.26 147$.81
(Percentage share to total units (38.84) (35.86) |

(263.58)

(Paise per KWH) |
(a) Revenue 259.00 335.00 |  370.00
(excluding subsidy from .I
Government) |
(b) Expenditure* 267.00 331.00 369.00
(c) Profit(+)/Loss (-) (-)08.00 |-  (+)04.00 (+)1.00
(d) Average subsidy claimed from - ' - -
Government (in Rupees)

24.79 23.02

(e) Average interest charges
1al Road Transp

Average number of vehicles held

1645

1718 1652 _
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 143361 |  1421.34 1495.14

Revenue expenditure includes depreciation but excludes interest on long-term loans
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TSN b

(b)|Effective 1410.29 1396.88 | 1470.42
(c)Dead ' 23.32 24.46 24.72
Percentage of dead kilometers 1.63 1.72 1.65
to gross kilometres

Avlerage kilometres covered per 231 | 240 252
bus per day

Aviarage operating revenue per 1663 1744 1756
kilqmeue (Paise) »

Inclrease in average operating

revenue per kilometre over )3 81 12
previous year income (Paise)

(e cent) : {(-)0.18 } (4.87) (0.69)
Av%rage expenditure per 1855 1972 2020
kilometre (Paise)

Inc:rease in operating

ex;i)epdlmre per Km over ()21 117 48
previous years expenditure :

(Paise)

(per cent) {(-)1.12} (6.31) (2.43)
Préfit (+)/Loss (-) per kilometer (192 (-)228 (-)48
(Paise) : ‘

Nuimber of operating depots 23 23 23
Aveerage number of break-down 0.03 0.03 0.02
per lakh kilometres

Average number of accidents 0.12 0.10 0.08
per lakh kilometres

Passenger kilometres operated 648.73 642.56 676.39
(in|crore)

Occupancy ratio (percentage) 50 ) 51 51
Kilometres obtained per litre of: - v
(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

13

7.29 24

43.21

33

33.60

Applications
received

Applications
sanctioned

179

99

217.83| 130

193.44

93

109.94

9552 | 52

45.51

43

41.95

- |Applications
cancelled/with-
drawn/rejected/re-
duced

69

69.56 | 69

149.99

72

92.13

Applications
pending at the close
of the year

24

43.21 33

33.60

11

9.46

Loans disbursed

45.37 -

36.19

41.45

Loans outstanding at
the close of the year

17298 -

185.05

190.08

Amount overdue for
recovery at the close
of the year

(a) Principal

28.37 -

24.59

20.59

(b) Interest

Amount involved in
recovery certificate
cases

Percentage default
to total loans
outstanding

48.67 -

33.25

30.74 |
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Annexure-VII

(Refer paragraph 1.28)

owing resume of major recommendations/comments made by
ditors on possible improvement in the internal audit/internal

Himachal Pradesh State

(a) Internal control with regard to purchase of timber

L. -Forest Corporation | from Government and private parties needs to be
(2002-03) strengthened.
(b) There was no system of obtammg 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.
2‘ Himacha}'l Pradesh | (a) There was no system of monitoring timely
" | Horticultural Produce | recovery of outstanding dues.
Marketilrilg _ and | (b) There was no system of obtaining balance
Processm‘ng Corporation | confirmation from the debtors.
Limited (2005 06) (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.
é HimalchaTlH Pradesh Agro | a) There was no system of timely monitoring of
| Industries Corporation | outstanding dues.
: Limited |(2005-06) (b) There was no system of obtaining balance
confirmation from debtors.
(¢ ) No norms have been fixed for storage losses.
4 Himachalal Pradesh State | (a) Property and assets register was not maintained.
’ Electroqics and (b) There was no system of obtaining balance from
Development debtors.
Corporatnon Limited (c) No maximum and minimum limit of inventory was
(2005-09) fixed.
(d) Internal Audit reports were submitted after 4-5
months after the close of financial year.
Himachal Pradesh State | (a) There was no system of obtaining balance

Handicrafts and
Handloom Corporation
Lmuted‘

(2005- 06 and 2006-07)

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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Himachal Pradesh | (a) The fixed assets register has not been maintained.
Minorities Finance and | (b) The system of monitoring and recovery of
Development outstanding loans was not adequate.

Corporation (c) There was no system of obtaining confirmation
2005-06 from the parties. ‘

Himachal Pradesh | (a) The fixed assets register was not maintained

Tourism Development
Corporation Limited
(2005-06)

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
confirmation from the debtors.

(e) No economic order quality for procurement of
stores was prescribed.

Himachal Pradesh State
Civil Supplies
Corporation Limited
(2005-06 and 2006-07)

(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.

Himachal Pradesh
Mahila Vikas
Nigam(2005-06)

(a) There was no system of obtaining confirmation
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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Amnexure=VIH
(Refer paragraph 1.31)

_ Statement: showmg pand-up capital, investment and summarised working results of 619-B compames as per their latest finalised accounts o
T _(Figures in column 5t019 are m Rupees n-Jakh)-

1 Beas Valley Power ~ | Working 2004-05 158276 | - 158276 ° - - 2338.67 - - - - - 4321.43 - c o ok
Corporation Limited: ’ . (100)
(Previously ‘ . . .
Himachal Pradesh Jal-
Vidyut Vikas Nigam
Limited)
2 Pabbar Valley Power | Working 2005-06 1277.85 - 1277.85 - - - 1500.00 - - - - 2777.85 - *x **
Corporation Limited (100)
3. Kinner Kailash Working First
Power Corporation Accounts
Limited awaited
J
L . . ' L
Figures in brackets indicates percentage 2
st .
Statement of pre-operative expenditure prepared -
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Annexure-IX

\ (Refer paragraph 2.1.1)

ORGANISATIONAL CHART

Board of Director

E

i

[r Chairmamn , H
H _Vice Chairman J
H _Managing Director H
o o L e -
Financial 1 Company | Director Executive Direcotr
Advisor Secretary (Projects &
i i Development) . o -
o il | 1
General Director Director, Director :
| Manager (North), (South), (Marketing),
R & T Factory, Dharamsala Shimla Shimla
Nahan . : L_ -
| _ i L.
General | FWD FWD t HSD Manta-
Manager / Dharam- i Shimla i ruwala
R & T Factory, || || sala
Bilaspur v
' 1 ) L
FWD FWD | HSD Baddi
| Mandi Sawra .
i ! i
{ FWD FWD HSD Nurpur
Sunder- Chopal
nagar
_— a H
FWD Kullu | FWD HSD
. Rampur Dhanotu_
o | |
{ FWD | FWD HSD
Chamba i Solan Bhadroya
e 1
FWD FWD
Fatehpur Nahan
FWD Una
FWD
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Annexure-X
(Refer paragraph 2.1.9)
Working results of timber extraction works |
‘ (Ru ees mylﬂakh)

2004~ 05

:’Expe diture”

I. Direct Ex Jendlture

Royalty & Sales Tax 3273.76 5344.55 234658 4353.25 5227.82

Extraction, carriage & 2594.17 2945.08 2680.11 2809.37 3183.09
Transpoftation ' ‘
_Sub Total .5867.93:|- .. .8289.63-| . :5026.69.: : - 7162.62 | - 8410.91
11. Indirect Expendlture . ' ‘
Employees remuneration 2576.81 2752.55 2908.68 | - 325132 3381.10
Administration expenses, 548.93 510.44 986.10 50045 631.13
Trade diScount 359.67 377.20 427.50 | 423.02 386.87
Interest 108.63 247.82 407.16 184.84 194.82
Depreciation 45.68 43.71 49.42 44.33 43.22
Sub total-If e 03639.727 -2~ 393172 | 4778.86 1 ' 4403.96 | .- 4637.14 |
TH Increase (+)/Decrease(— : (+)90.90 (-)175.66 (+)2342.78 (-)389.46 | (-)1566.16
) in stock :
Cost of production 9598.55 12045.69 12148.33 11177.12 11481.89
(I+H+III) ‘
» ~.-9640.02 | -~ 1052825 | -~ 1102542°| * 10543.76'
- 240567 | - .:162008 |- . +151.70 | - 938.12-
Percente‘lge by whlch cost ) 5.10 24.96 15.39 1.38 8.90
of production was higher
than sales
‘Prof' t(+)/Loss( J] of thie]
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Annexure-XI
(Refer paragraph 2.2.1)

ORGANISATIONAL CHART
! Board of Directors i
E ' ____ Chairman ﬁ
) ” Managing Director ] ji‘
i - "Genen‘all Manager |
Dy General | Dy. Dy. Dy. General ‘“Dy. T Chief i Production
.Manager General i General Manager General Accounts | Manager
" Manager i Manager (Dharam- Manager Officer | (Commercial)
(Parwa-noo sala) (Jachh) (Shimla) i (Shimla)
A ‘ at Shimla | ] _ i
B.O. Shimla 'BM. Feed Unit, | § B.O. [ HIMA- Pesticides
i Mandi i Parwa-noo Dharam-sala || [ grico, Plant,
_ i Jachh | Parwanoo
B.M. Rampur i "B.M. Branch B.M. Retail Feed Ur;itr,—
Kullu i Incharge, outlet, Jachh
_ L | Parwa-noo Maranda ]
{ Brach [ Branch B.M. Branch | Honey
i Incharge, i Incharge, Solan | Incharge, Plant,
§ Kumarsain Bilaspur ] Maranda Kandrori
Branch | Branch BM. Jawala- | || BM.
Incharge, i Incharge, mukhi ; Jachhh
Rpah_roo | Nalagarh
Branch Branch { B.M.
' Incharge, Incharge, Chamba
Paonta Nagrota
{ B.M.
| Hamirpur
Branch
Incharge,
Amb
{ Branch
Incharge,
Una
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Statement' éhowing finan

Annexure-XT§

(Refer paragraph 2.2.11)
cial position of the Company for the last five years ending 2006-07

(Rupees in crore)

“T-2006-07 -

: (Prowsxonal)

uding ‘

11.80 |

1180 |

11.80

11.80 |

Pald up capital (incl 11.80
share application money '
(b) | Reserve and surplus 0.68 0.77 0.78 - 0.73 0.68
(c) Borrowings 3.19 3.23 3.17 3.24 3.89
(d Tradé dues and other 15.73 18.35 20.03 26.37 19.09°
current hablhtles and
prov181ons
: N 4214@-;:
Gross block 4.37 .4.64 4.61 4. 59 4.60
Less/depreciation 2.94 3.05 3.14 3.23 3.36
Net fixed assets 143 1.59 1.47 1.36 1.24
Capital work-in-progress 0.20 0.01 - - -
Investments 7.46 7.46 7.44 7.44 7.45
Current assets, loans and 17.65 20.28 20.76 25.27 17.48
advances
(8) Intangible assets: 0.05 010 - 0.06 0.07 0.04
(i) Miscellaneous :
expenditure
(11) Accumulated loss 4.61 471 |- 6.05 8.00 9.25
5. RN ~ Total 40 4.15 |- /3578 | 4214 | .. 3546
(a) Workmg capltal 1.92 1.93 0.73 (-)1.10 (-)1.61
(b) ‘Capital employed™ 3.55 3.53 2.20 0.26 (-)0.37
(©) ' Networth™ | 7.82 7.76 6.47 4.46 3.19

Net worth represents,

Grant and subsidies |of Rs.30.38 lakh (Rs.22.38 lakh in 2002-03 and Rs.8.00 lakh in 2003-04) have
been Lvhown under trade dues and other current liabilities

Workmg capital replesents current assets, loans and advances minus trade dues and other current
lzabzlttzes and provisions

Capztal employed represents net fixed assets (including capital work-in-progress) plus working capital

paid ~up capital plus reserve less intangible assets -
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Annexure -XIII
(Refer paragraph 2.2.14)

Statement showing the working results of the Company for the last five years ending 2006-07

(Rupees in crore)

2002-03 2003-04 2004-05 | 2005-06 2006-07
(Provisional)
A- Income
(i) Sale 19.12 17.75 16.58 21.06 24.94
(ii) Interest 0.29 0.22 0.23 0.25 0.14
(iii) Rent 0.16 0.20 0.23 0.22 0.21
(iv) Other revenues 1.99 2.86 1.31 171 1.83
(v) Accrention (+) (-)0.31 (-)0.12 (+)0.24 (-)0.24 (+)0.29
Decretion (-) in stock
Total-A 21.25 20.91 18.59 23.00 2741
B- Expenditure
(1) Raw material 16.32 15.09 14.28 18.66 23.50
consumed  (including
trading)
(ii) Other expenses 1:51 1.39 1.01 1.02 0.10
(iii) Establishment and 343 4.00 4.14 4.83 4.59
administrative 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 0.18
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 i 0.15 x
Operating loss (-) (-)0.45 (-)0.18 (-)1.34 (-)2.10 (-)1.26
Total operating loss during the five years: 5.33

Represents grant received from the State Government for voluntary retirement scheme
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Annexure -XIV
'(Refer paragraph 2.2. 19)

Statement showmg the installed capacity, actual productmn there against, percentage utilisatiom
of installed capacnty of Imple:
years

ments factory and targeted and actual sales during the last five

Installed capa01ty/31ngle Shlff
MT)

“Actual production (MT) 169.125 100.735 48.107 | - 38.683 37444 -
Percentage utilisation 3221 19.19 9.16 7.37 7.13
Sales (Rupees in lakh)

"Target 90.00 90.00 90.00 90.00 50.00
Actual (including‘i transfer to 53.97 40.93 29.44 18.81 26.64
ownunits) -~ v
Short fall L 36.03 49.07 60.56 71.19 23.36 |
Percentage of shdrtfall 40.03 54.52 67.29 79.10 46.72
Sales to : | '

Govt departments 21.60 7.64 1.96 1.51 3.56
Private ) 243 472 1.31 2.28 1.61
Transfer to trading units 29.94 28.57 26.17 15.02 21.47
Expenditure on - |

Pay and allowances 9.77 16.07 15.71 13.23 16.26
Other (Rev. expehditure) | 7.63 ) - 6.84 | - +5.83 -4.98 6.11
‘Total loss of themnit ~* = "l 7 1645 32i59 |" 0 3436 2.59 | 3529
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Annexure-XV

(Refer paragraph 2.2.21)

Statement showing the installed capacity, utilisation of capac1ty and performance of Honey

Processing Plant

rovisional)‘z:

Installed capacity (Kgs) 120000 120000 120000 120000 | . 120000
Projec*ted utilisation as per revised 96000 96000 96000 96000 96000 .

Company -

Profit (+)/Loss - ) (Rupees in lakh)

Production (Kgs) 17800 17800 17800 5600 8600
Sales (Rupees in lakh) 26.25 26.25 26.00 8.50 13.50
Percentage of process loss as per 10 10 10 10 10
revised Project Report

(-) 13.75 (-)13.75 | (-)13.75 (-)4.95 (—)12.69W

“'”I“Actuals

6488

Product1on (Kgs) 2047 1568 1869 3687

Sales (Rupees in lakh) 1.79 2.29 2.04 345 5.59
Process loss (Kgs) 215 717 199 315 414
Percentage of process loss 9.50 4.68 9.62 7.87 6.00
Profit (+)/Loss (-) (-)11.91 -)7.39 (-) 3.81 (-)723 |

(-) 16.00

(Rupees in lakh)

3.84

(Rupees in lakh)

Against prOJected in the TEFR 2.13 1.63 1.95

Against projected production 11.50 8.81 10.50 65.84 75.44

Against installed capacity 171 1.31 1.56 3.07. 541
Shortfall in sales 24.46 23.96 23.96 505 7.91

Techno Economic Feasibility Report
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Annexure-XVI

(Refer paragraph 3.1.1)

' ORGANISATIONAL CHART

MEMBER (OP)

| CE (CoMM).

CE (OP) CE(OP)
SOUTH. | | NORTH

CE (CZONE)I
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Annexure-XVII

(Refer paragraph 3.1.15)

Annexures
B i E ———

Statement showing the details of percentage of energy sold to revenue assessed and positive (+)/megative (-) 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-
ution
Domestic 27.97/14.79 (-)13.18 28.22/14.60 (-)13.62 27.41/14.26 (-)13.15 24.28/15.90 (-)8.38 21.79/16.28 (-)5.51
N.D.N.C. 0.45/0.56 0.11 0.55/0.61 | 006 | 069104 035 | 131242 111 151254 | 1.03
Commercial 7.42/10.77 3.35 | 7.58/10.73 3.15 7.58/11.17 3.59 6.12/9.37 329 5.19/8.44 3.25
Bulk supply 5.22/5.61 039 | 1.27/1.35 0.08 3.33/3.91 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 supply
scheme
Public lighting 0.38/1.01 0.63 0.37/0.51 0.14 0.37/0.51 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 64.30/67.91 3.61 60.25/61.07 0.82
MS & LS) |
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Annexure-XVIII
(Refer paragraph 3.1.19)

Detail showing non-recovery of peak load exemption/violation charges

Sr. | Name of sub- Amount Remarks
No. | division (Rupees in
lakh)

1 Parwanoo, Kala | 37.72 In case of eight consumers, the energy consumption during peak hours was much higher than the permissible limit based on
IA):::I?;::;?(& total sanctioned load during Nov. 2004 to August 2006. Action to detect the violation on the basis of the load survey from meter
Barotiwala reading instrument was not taken. This resulted in non-recovery of Rs.37.72 lakh.

The Government stated (August 2007) that in one out of eight cases correct bills were raised to the consumer. In seven cases,
the peak load consumption was within the peak load allowed. As such, no violation charges were recoverable. The reply is not
tenable as no justification for consumption higher than the permissible limit based on total peak hours during the month had
been furnished.

2 Kala Amb 44.53 A consumer (Ruchira Paper Mills) was allowed (January 2005) peak load exemption for additional 800 KW load during July

2005 to August 2006 which was physically not found connected with the system. This resulted in non-recovery of Rs.44.53
lakh on account of 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 additional
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 disclosed 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 sanctioned in his favour by the Board.
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Kala Amb,
Nalagarh

38.91

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.38.91 lakh.

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.

Satuan

24.35

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 KVA, the Board recovered the same on 3778 KVA (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.

Solan No-1,
Barotiwala

195.33

| 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.195.33 Jakh during April 2005 to December 2006.

The Government stated (August 2007) that in most of the cases the meters bad 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 Paonta, Damtal. | 83.28 In 17 cases, the consumers who had drawn power in excess of the restricted load without sanction and during peak load hours in
?(:;l::lk(ﬁ'?‘ anticipation of sanction of load were not billed for violation/infringement. In Dhaulakuan sub-division, a consumer premises
Nalagarh was reconnected after a gap of eight months of permanent disconnection order but he was un-authorisedly allowed to draw

power during peak hours on the basis of old sanction. Action to recover the peak load violation charges was not taken by the
Central billing cell/field 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
Neel Breweries was reconnected after observing all codal formalities. The reply is not tenable as no details of amount recovered
after overhauling the accounts were furnished to audit. Further as regards Him Neel, the reconnection was done after a period of
eight months. As such it should have been treated as new connection.

Total: 424.12
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Annexure-XIX
(Refer paragraph 3.1.21)

Detail showing non-billing of consumers for consumption recorded at the sub-stations

Nahan

161.85

In two" 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 of Rs.1.62 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 period of release of connection to the consumers.

Nahan

38.66

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 132/33/11 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 17.42 lakh Kvah valued at Rs.38.66
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
reading should have been calculated by applying the power factor of sub-station.

C.C.IL Rajban and Malwa Cotton
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Solan and Una

84.64

In three® cases under Barotiwala, Amb and Mehatpur sub-stations, huge variation in contract demand recorded
through energy meters installed at consumers’ premises and the sub-station during normal and peak hours was
noticed. The Board neither investigated the reasons for variation nor billed the consumers on the basis of
demand recorded at the sub-station resulting in short billing of Rs.84.64 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 MRI
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 position 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-issnance of bills in respect of temporary connections resulted in non-recovery of revenue

Barotiwala

51.28

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 lakh was still awaited (March 2007).

Barotiwala

22.90

Out of 15 temporary connections released in Barotiwala sub-division dunng 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-recovery of Rs.22.90 lakh as per information
collected by the filed unit at the instance of audit.

‘Barotiwala

24.04

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 lakh.

A/C Number SUR-33, KTC-66, KTC-70, MS-166 and 4HB-1
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Annexure-XXI
(Refer paragraph 3.1.24)

Detail showing cases where the Board failed to down load data from Meter Reading Instruments (MRIs)

Sr. | Name of Amount Remarks
No. | circle short
recovered
(Rupees in
lakh)
1 Solan and 33.86 In Arki (except in three cases), Nurpur and Damtal sub-divisions, though the meters compatible for MRI were
Dalhousie installed (November 2001) yet no efforts were made to download the MRI data/take action on data retrieved in
Damtal sub-division. The MRI 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 2001 to January 2007 could not be worked out in audit due to non-availability of data.
The Government stated (August 2007) that after downloading data from MRI 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.
2 Nahan and 192.45 An analytical study of load survey in respect of three” consumers under Nahan and Solan operation circles
Solan 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 71
minutes in actual time and time set in meter watch. The consumers were found using power during peak hours
when load survey was studied with actual time on that day. In case of Saboo Ispat 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 premise had recorded drawal of power up to 1919 KVA 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 recording of the readings and load

Saboo Ispat, Black Board Rubber and Jai Jawala Alloys
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survey data was not properly scrutinised. This resulted in short recovery of Rs.1.92 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 Ispat 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 PLVC of
Rs.192.42 lakh: S C o o

Una

Not-
ascertained

‘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 R$.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 Government 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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Annexure-XXII
(Refer paragraph 3.1.25)

Detail showing cases of un-authorised use of power

Sr. | Name of | Amount short Remarks
No. | circle recovered
(Rupees in lakh)
1 Nahan and 1594.89 In case of 32 industrial consumers under Nahan and Solan circles, neither the consumers at their own complied
Solan 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. Despite the
infringement of condition of sanction order, the consumers were allowed peak load exemption to draw power
unauthorisedly during peak hours without levy of infringement charges. This resulted in non-recovery of
Rs.15.95 crore.

2 Solan 65.61 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-division were valid up to September and November
2006 respectively. Both these consumers failed 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 should 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. 1&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 perspective. 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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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 1nfr1nged 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.

Nahan and
Una

67275

| (Him Alloys) under Amb sub-station himself intimated (January 2007) extension of load of 2000 KW. In four

In nine sub-d1v1s10ns, the connected load of 23 industrial, water pumping and bulk supply consumers was found
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

case$ 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 taken 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 proportlonate
charges would be debited to the firm. :

) Him}ustan qvuality, Asﬁoéiaz:é Biotech, Airon health: Inziian Herbais, .Flexélite Product, Foreg Ihdia,,Er}iborse Metal and Mohan Mekin ,
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5 Dalhousie

40.46

Monthly energy consumption data for June 2003 to February 2007 of street light consumers in three sub-
divisions under Dalhousie circle 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.6.10
lakh had been recovered and balance amount of Rs.8.51 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
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Annexure-XXIIT
(Refer paragrénph 3.1.27)

Dgtail showing non/short levy of contract demahd/violation charges

Bilaspur No-1
Sataun

166.48

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 KVA by taking into account the average power
factor instead of required power factor of 0.90 as required under Clause P of General Condition
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 KVA assuming 0.90
power factor.

Kala Amb,

| Solan No-1,

Barotiwala,
Damtal

78.61

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 of Rs.78.611akh during June 2005 to November 2006.
The Government stated (August 2007) that the demand charges had been levied during the load built up
period for the load actualllconnected
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138.93

As per instruction No. 39 of Sales Manual and sale circular of October 2005, the consumer was
not to be allowed to revise the contract demand during the Ist year of release of connection.
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.138.93 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 1* year of release of load.

In Gagret sub-division, an industrial consumer (M.B.D. Printographic Ltd.) had failed to built up
the sanctioned load with in the stipulated period of six months as provided in Instruction No. 21
(iii) (d) of 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 of 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.1.13 lakh on account of load retention charges. The reply is not
tenable as there is no authority under which the load could 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.

3 Parwanoo,
Barotiwala,
Dhaulakuan

4 Gagret

5 Parwanoo

17.23

In Parwanoo sub-division, 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.17.13 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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Barotiwala

4454

‘per cent of the C D. The Board March 2003 onward billed the consumer on the basis of demand

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 (Vardhaman Spinning & General Mill Ltd,,
Baddi) was sanctioned (July 2002) connected load of 16472 KW with C D 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 C D, the consumer was required to be billed for 80

which was sanctioned in September 2004. This resulted in under billing of Rs. 44, 54 lakh durmg
the period from March 2003 to August 2004.
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Annexure-XX1V '

(Refer ,paragi'aph 3.1.28)

Detail; showing short billing of energy charges attributable to various reasons

' Sr' ':/ : »j‘/ -
No. | iye o o
1 Barotjiwala, “ 100 15.73 Non -levy of low voltage supply surcharge
Sataun, Solan as required  under Section-I.I of Tariff
No-1: notification effective from July 2005. The
! Government stated (August 2007) that the
amount had been debited to the consumers
accounts. i
{2 Satah;n 1 3.75 Non-levy of meter equipment charges as
: required under Section-II of - Tariff
notification effective from November 2001 :
The Government stated (August 2007) that
‘ the amount had. been debited to the
| consumers accounts.
3 Sat‘au'i_n, "~ Solan 14700 3.90 Non-levy . of stabilisation charges as
: No-1; Paonta, required under Section-LM of Tariff
| Kala, - Amb, notification effective from July 2004.
Dhaulakuan The Government stated (August 2007) that
‘ the amount ‘had been debited to the
| consumers accounts.
4 Barotiwala, 44 49.91 Non-levy of ‘demand charges/violation
’ Damtal, Sataun, : charges as required in Tariff notification
Solan No-1, effective from time to time.
gnﬁ;i .Nurpur, In reply the  Government stated (August
a ‘(i)usm 2007) that in case of a consumer under
Dalhausie Circle a sum of Rs.7.80 lakh had
B - been debited to the consumer.
5 ParWziino’o, Solan 8. 7.54 Non-clubbing of load - as required in Sales
' No—l,}- Nahan, Circular No. 5/2001 dated 11.4.2001.
Dalh(;).U SIe, The Government stated (August 2007) that
Mandi : -
w the .consumers had been served notices for
! ‘clubbing the load and efforts were being
| made to regularise all these cases. '
6 Darléghat, Kala 2 108.42 Non-recovery of re- ~validation charges as
Amb, required in Sales Circular No. 219/95 dated
0l 2.11. 1995

|
i
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Tox_ e iF.

Barotiwala, 94 118.96 Non/delay in implementation of two part

Mandi, Solan tariff as required under Tariff notification

No-1, Darlaghat effective from July 2004. = The (-
Government stated (August 2007) that the
amount had been debited to the consumers’
accounts and in respect of Mandi circle, an
amount of Rs.45 lakh out of Rs.78.96 lakh
had been recovered. .

Barotiwala, 41 138.34 Wrong-application of tariff/categorization

Damtal, : of consumers as required under Tariff

Tahliwala, Solan notifications effective from time to time.

No-1, Paonta,

Nurpur, Manali,

Mandi

Chamba 2 68.93 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
invol truction activities
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Annexure-XXV
(Refer paragraph 3.1. 30)

Detall showmg the targets ﬁxe d for checkmg by ﬁhe flying squads and

achlevement lthere agamst

(In numbers)

+2005-06' | 12006-

71 | Total connections 1584558 | 1646468 | 1710818 | 1755751 | 1799263

E 2 | Targets fixed for checking 3600 3600 3600 [ . 3600 3600

‘ ‘3 Conneétions checked 3503 3759 3786 3714 3796
4 | Percentage of connections 0.22 0.23 0.22 0.21 0.21
"checked -

‘ 5 i Categorie}s checked : _

‘ { Domestic ;consumers NA NA | NA 1558 942
I | Commerc}al consumers NA NA “NA 2026 2583 |.
} Industrial iconsumers NA NA NA 130 271
|16 | Theft case‘lsr detected 21 19 57 35 24

? 7 | Total amo;unt assessed (In lakh) 108.00 20.50 14.47 16.40 22.}61
'8 Percentage achievement of |

i total connection checked :

: Domestic|consumers NA NA NA 41.95 24.82

‘ Commercial consumers NA NA|  NA| 5455| 6805

| Industrial|consumers NA NA | NA 3.50 7.14
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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

etc.

-assessed during the year, revenue collected, balance cutstanding at the end of the year,

For sale wi

Balance outstanding for recovery at the
beginning of the year

129.36

Revenue assessed during the year 603.22 653.83 791.57 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 dﬁring 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

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.18.96 crore pertaining to 143 cases pending for decision in various courts/dispute

settlement committees
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Audit Report (Commercial) for the year ended 31 March 2007 i ,
Annexure-XXVII
(Refer paragraph 3.2.1)
ORGANISATIONAL CHART

Chaﬁrman _

j

LM

lember (Qperation)/Member (Technical) |

i

I N R i
| Chief Engine“efr Chief Engineer Chief Engineer | Chief Engineer
(System Planffn;ing) i (Operation), South) (Operation), North, (Operation)
| Shimla ‘ { Shimla Dharamsala ' i(Central Zone)
| | Mandi
I _ | b L
i Nodal Ofﬁccr; ﬁ SE (OP) Circle SE (OP) Circle SE (OP) Circle -
_ o Shimla _ i Kangra Mandi
Lo N I
o $E (OP) Circle i SE (OP) Circle SE (OP) Circle
: ‘ | Solan ; | Dalhosie | Kullu _
j N N I
f , ISE (OP) Circle ! | SE (OP) Circle - SE (OP) Circle
|  Nahan_ | Una Bilaspur
[ ; T
‘ 1 SE (OP) Circle 1 SE (OP) Circle
| Rohru Hamirpur
i H ’
i SE (OP) Circle
| Rampur '
|

Note: All.SEs (CEOs)

schemes

are assisted by the Executive Engineers in the execution of the
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Annexure-XXVIII
(Refer paragraph 3.2.17)

Detail of cases indicating diversion of APDRP funds

1 Solan Installation of two 0.21 The Board debited (August 2005) Rs.21.08 lakh to the cost of two 2x3.15 MVA
2x3.15 MVA transformers to be installed at 33/11 KV sub-station at Subathu as per APDRP
transformers at scheme. Subsequently, these transformers were diverted to Nalagarh for works not
Nalagarh covered under the APDRP scheme and two dismantled 2x2.5 MVA 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 these

would be brought back. " The 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.

2 Solan Installation of 150 0.22 Solan circle installed 330 modems (remote metering equipments) during January
modems at the 2006 at a total cost of Rs.48.96 lakh. Out of these, 180 modems valued at Rs.26.71
premises of lakh were installed in the industrial area at Baddi and Barotiwala as per the scheme
consumers at but 150 modems valued at Rs.22.25 lakh were provided to the industrial consumers
IS)(;ll:rna,m urKasauh, of Solan, Kasauli, Dharampur, Parwanoo and Kandaghat not covered in the |
Parwan 50 " and scheme. Thus, the APDRP funds of Rs.22.25 lakh were diverted to other areas.
Kan daghaf The Board admitted (August 2007) the Audit observation.
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3 Hamirpur Installation of one 0.12 In the approved DPR for Hamirpur circle, there was provision of Rs.41.57 lakh for
HT shunt capacitor installation of LT switched capacitors on the distribution transformers. The Board,
at .33 KV sub- however, installed (March 2006) one HT shunt capacitor at 33 KV sub-station at
station ., u Jawalamukhi at a cost of Rs.12.30 lakh without any provision and no capacitor was
oAl 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.

4 Hamirpur Construction of 3 0.09 Electrical Division at Nadaun constructed (October 2006) 3 KM line at a cost of
KM line in Rs.9.41 lakh out of APDRP funds without any provision in the scheme. The
Electrical Division Government stated (August 2007) that the construction of line was necessary to
4t Nadaun, maintain regular supply. The reply is not tenable as there was no provision for the

same in the scheme.

5 Solan Construction of 33 1.87 Electrical Division Parwanoo constructed (September 2006) 33 KV double circuit
KV double circuit line from Baddi to Malpur on turnkey basis for Rs.186.52 lakh without any
line from Baddi to provision.

Malpur
6 Mandi and | Construction  of 0.76 Against the provision for construction of five un-manned sub-stations at a cost of
Hamirpur manned sub- Rs.2.97 crore, the Board constructed manned sub-stations in Mandi and Hamirpur
stations in - Mandi circle resulting in diversion of APDRP funds of Rs.76.25 lakh. Besides, the Board
?:';ileg Hapoipur also incurred recurring liability of Rs.16.57 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.




Annexures

i Kullu

Construction of un-
manned sub-station
with SCADA
system

1.51

Against the provision Rs.1.62 crore for construction of 33/11 KV 2x3.15 MVA
manned sub-station at Nagwain (Kullu), the Board constructed un-manned
sub-station with SCADA system at a cost of Rs.3.13 crore resulting in diversion of
APDRP funds of Rs.1.51 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.

8 Kullu,
Bilaspur,
Rampur
Mandi

and

Replacement of
excess LT and HT
wooden poles

3.73

The Board replaced 7895 LT and 5647 HT wooden poles in Kullu, Bilaspur,
Rampur and Mandi circles during 2004-05 and 2005-06 against the provision of
5300 LT and 2400 HT wooden poles. This resulted in excess replacement of 2595
LT and 3247 HT poles resulting in diversion of APDRP funds 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
schemes were prepared without adequate study of exiting infrastructure.

9 Una

Construction of 10
KM long 33 KV
HT line from Una
to Basal

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 10 KM long 33
KV HT line from Una to Basal due to subsequent increase in pole structures from
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
10 KM to 11.122 KM and more poles had to be erected for adequate ground
clearance as the line passed through plain area. The reply was indicative of the
fact that a schemes were prepared without proper study.

Total:

8.76
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Annexure-XXIX

(Refer paragraph 3.2.29)
Detail of cases indicating loss of revenue due to delay/non-execution of works

Sr.
No.

Name of Circle

Name of work

Amount

(Rupees
crore)

Remarks

Solan

Sub-stations at
Kharooni, Ramshehar,
Subathu, Dharalghat,
Nalagarh

10.78

The work relating to construction of new sub-stations at Kharooni, Ramshehar, Subathu,
Darlaghat and Nalagarh included in the annual working programme for 2002-03 to 2004-05
was completed after a delay ranging between 22 and 46 months during the period between
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)
valued at Rs.10.78 crore as envisaged in the scheme

(35

Kullu and Mandi

Sub-stations at Nagwain,
Saulikhud, Baggi,
Tikken, Makreri,
Bhadarwar and Cholthra

339

The work relating to construction of new sub-stations at Nagwain, Sauli Khud, Baggi, Tikken,
Makreri, Bhadarwar and Cholthra was included in the annual working programme of the
Board for 2004-05. The above works were completed after a delay of 16 to 24 months during
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. calling of tenders and subsequent delay in completion of work by the
contractors.

Bilaspur

Re-conductoring of
1018.21 KM HT/LT
lines

The work of re-conductoring of 1018.21 KM HT/LT lines in Bilaspur circle was included in
the working programme for 2003-04 and 2004-05 but the same could not be executed within
the working programme due to non-supply of conductor of required size (7/3.15mm,
7/3.81mm 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 MUs valued at Rs.95.20 lakh from April
2005 to January 2007. The Government admitted (August 2007) that the requirement from
the CEO Bilaspur was received very late which resulted in delay in awarding and completion
of work.

1532
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Annexure-XXX
(Refer paragraph 3.2.30)

Detail of cases indicating aveidable extra expenditure

T

:Name of Circle

| Particulars-of wor

Rarhpur

22 KV single circuit )

transmission line on 66
KV towers from Akpa
to Pooh

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.19.86 lakh, the lowest
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 2003)
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 circles

Purchase of material in
piecemeal instead of
purchase in bulk.

32.33

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.163.91 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 shortage of funds.

213



Audit Report (Commercial) for the year ended 31 March 2007

;. [ Solan Primary control system 0.15 In order to have better control on DTRs, provision of Rs.50.72 lakh for installation
for DTRs of primary control system ar an average cost of Rs.4000 per DTR for 1268 DTRs
was made in the DPR of Solan circle. Instead of providing primary control
system, Electrical Divisions at Nalagarh and Parwanoo provided LT Panel Boards
on 10 DTRs only at a total cost of Rs.15.29 lakh against the provision of
Rs.40,000 for primary control system on 10 DTRs resulting in extra expenditure
of Rs.14.89 lakh. The Government stated (August 2007) that the provision in the
scheme was meager and LT Panels were replaced on need basis. The reply is not
tenable as it indicated that the provision in the scheme was made without
considering the actual requirement.

4 Solan 33 KV line from Baddi 0.44 As per APDRP guidelines, use of maximum size of conductor i.e. ACSR Dog,
to Malpur Raccoon or equivalent AAAC 7/4.26mm (100 mm®) for 33 KV lines should be
preferred. The Board sanctioned the work of construction of 33 KV line from
Baddi (Katha) to Malpur on turnkey basis for which Wolf conductor of higher size
(150 mm’) was provided. The rate of 100 mm’ size AAAC conductor (7/4.26mm)
issued to the same work earlier was Rs.48.55 per meter including erection charges
whereas the contractual rate including erection charges for Wolf conductor was
Rs.135 per meter. Thus, the use of higher size of conductor resulted in excess
expenditure of Rs.44.18 lakh on the construction of 51.110 KM line. The
Government 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 of the Board, 50 per cent of the expenditure was to be
recovered from the consumers whereas the Board had recovered only Rs.8.95 lakh
resulting in excess booking of Rs.13.14 lakh to the APDRP Scheme.
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2x3.15 MVA power
transformers

0.13

The construction of 33/11 KV 6.30 MVA 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 MVA. The transformers
for upgradation were supplied departmentally and the two transformers of 3.15
MVA 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 resulteéd in
avoidable extra expenditure of Rs.12.80 lakh. Out 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 same were
purchased at a later date. The reply is not tenable as the Board itself was
responsible for delay in award of turnke rolects
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Annexure-XXXI

(Refer paragraph 3.2.34)

Detail of cases indicating unfruitful expenditure

Particulars of work

Unfruitful
expenditure
(Rupees in
crore)

Remarks

Construction of 33/11
KV 1x1.6 MVA sub-
station at  Dhami
along with 33 KV
line (15.260 KM)

0.89

The DPR of Shimla circle contained the provision for construction of 33/11 KV 1x1.6 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.17.03
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 available.

11 KV express feeder
from Chabutra to
Patlandhar

0.21

Electrical Division Hamirpur constructed (June 2005) 11 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 11 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 which cannot reduce the T & D losses to
3.6 per cent.

Sr. Name of circle

No.

1 Shimla

p Hamirpur
Total:

1.10
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Annexure-XXXI{
_ (Refer paragraph 3.2.35)
Detail of cases indicating incorrect reporting to the MOP

Shimla and 4.16 Shimla and Una circles debited overhead charges (storage, contingency and establishment charges) at the rate

Una 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 per cent.

Bilaspur (ED 0.19 " Electrical Division at Sundernagar completed (February 2005 and February 2006) augmentation of two 33 KV

Sundernagar) 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.

Hamirpur, 2.32 Electrical Division at Hamirpur, Dalhousie, Bilaspur and Kullu afforded 3 per cent salvage value instead of 25

Dalhousie, per cent provided in the DPR resulting in affording of less credit of Rs.2.32 crore in case of re-conductoring of

Bilaspur  and | HT/LT lines and replacement of wooden poles. Thus, the expenditure figures and the adjustment of grant

Kullu 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.

Rampur 4.80 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 cha;ged the APDRP 50 f (A 2007

217



Audit Report (Commercial) for the year ended 31 March 2007

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
No. | number and date before merger | after merger rates after merging ED
of ED of ED
Type Quantity in (in rupees)
Km.
1 9337-9374 - | ACSR - Gnat 50.00 8373.16 9381.05 | 1207.89 60394.50
19.7.2004 &
RO/23784  -831-
3.1.2005
ACSR Ant - 158.00 15747.70 18123.89 2376.19 375438.02
2 949() -9533 - AAA - Raccoon I652.5q 25679.42 29396.60 3717.18 6142639.95
19.7.2004 & RO T
124068-24117- AAA - Dog 1355.00 31341.76 35979.55 4637.79 6284205.45
3.1.2005
Total 3215.50 1,28,62,677.92
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Annexure-XXXIV
(Refer paragraph 4.9)

Statement showing avoidable payment due to incorrect fixation of rates

(In Rupees)

Ex works 10871 18500 27300 10871..00 18500 10871 18500 27300 6757.04 10509.18 | 16553.28 | 6757.04 10509.18 16553.28
rates *

ED © 1739 1776 2620.80 0 0 0 0 0 1081.13 1681.47 2648.52 0 0 0

CST 0 40.55 59.84 108.71 185.00 217.42 370.00 546.00 156.76 243.81 384.04 6757 105.09 165.53
F&l 0 0 0 0 0 109 194 292 300 500 800 0 0 0
Unloading 150 664.45 1000.36 10 0 0 0 0 0 0 0 0 0 0

Total cost | 12760 20981 30981 10979.71 18685.00 11197.42 | 19064.00 28138 . | 8294.93 12934.46 | 20385.84 | 6824.61 | 10614.27 16718.81
_per Km . -

Actually 12760 20981 30981 12618.54 | 20794.56 12760 20981.00 30981.00 8294.93 12934.46 | 20385.84 | 8185.88 12764.42 20135.38
awarded

Difference nil 0 nil 1638.83 | 2109.56 | 1562.58 1917.00 2843 ' 1361.27 2150.15 3416.57
in rates per :

Km ‘

Total Km 187.50 116 225 338 225 187.50 125 312.50 1423.75
purchased :

E extra Nil 190104.28 | 474651.00 | 528152.04| 431325.00 | 533062.50 170158.75 | 671921.88 | 4864341.54
payment

Total extra 7863716.99

payment
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Annexure-XXXV

(Refer paragraph 4.14

(Commercial)-Government of Himachal Pradesh

Statement showing persistent irregularities pertaining to Statutory corporations appeared in the Reports of the CAG of India

has also suffered a loss of
interest of Rs. 0.20 crore.

the delinquent officials.

Sr.No. | Gist of persistent | Year 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)
1 2 3 + 5 6 7
1 Himachal Pradesh State Electricity Board
‘ (i) Excess inventory | 1994-95/ Between Inventory holding at the | COPU had recommended that the | No action has been taken on the
holding 3A.6.1.3 Rs. 0.31 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
Rs. 2.39 crore.
2000-01/ Between Board held inventory excess | Responsibility is required to be The Board has intimated
3:3.1 Rs.599 o | than the norms during | fixed because the Board has not | (August 2004) that inventory
Rs. 10.96. 1996-97 to 2000-01 | complied with the | holding limit has been re-fixed.
Interest loss | resulting in loss of interest. recommendations of the COPU. However, review is to be
of Rs.1.15 discussed by COPU.
crore per
year
(i1) Non-recovery 1995-96/ 0.27 The Board failed to recover | Responsibility for non-recovery | One consumer has deposited the
Advance 4B.1.8 advance consumption | of ACD is required to be fixed on | enhanced ACD. Compliance by
Consumption deposits from consumers the delinquent officials. other consumers is awaited.
Deposit (ACD) 1998-99/ 1.02 By not recovering ACD of | Responsibility for non-recovery | Compliance is awaited.
4B.1.5 Rs. 0.82 crore, the Board | of ACD is required to be fixed on

[}
™)
L)
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2003-04/
34

The Board did not recover
ACD of Rs. 255 crore
resulting in loss of interest
of Rs. 0.36 crore per annum.

Responsibility for non-recovery
of ACD is required to be fixed on
the delinquent officials.

Suo-motu reply has not been
received.

Loss due to wrong
application of tariff

1994-95/
4B.1.3

The consumers were not
charged for supply of power
at - commercial  rates as
applicable. This resulted in
short realisation.

Responsibility for wrong
application of tariff is to be fixed.

The case is pending with the
Dispute Settlement Committee.

1998-99/
4B.1.7

Incorrect categorisation of
consumer and application of
tariff at the rate applicable
to old category resulted in
under-charging.

Responsibility for wrong
application of tariff is to be fixed.

| ; ; 3
Compliance is awaited.

Short recovery of
peak load exemption
charges h

1998-99/
4B.1.9

The Board had short
recovered peak load
exemption charges leviable
for non-adherence to the
peak load hour restrictions.

Responsibility for short recovery
of peak load exemption charges is
to be fixed.

Compliance is awaited.

2002-03/
4.8

)
()

The Board did not realise
peak load exemption
charges from the consumer

Responsibility for short recovery
of peak load charges is to be
fixed.

Suo-motu reply has not been
received.
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Undue
consumer

The Board charged the
consumer at lower rate due
to splitting up of connected
load by releasing two
connections in the same
premises.

Besides, fixing responsibility for
sanctioning two connections in
the same premises, action for
clubbing the load and making
recovery of Rs.30.09 lakh for
April 1997 to April 2000 was to
be taken.

Loss

incorrect billing

The  billing for power
consumption recorded at the
premises of  consumers
instead of consumption
recorded at grid sub-station
resulted in a loss.

Besides, fixing responsibility for
taking recording at the premises,
amount is to be recovered from
the consumers.
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Compliance is awaited.

Compliance is awaited.
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Anmnexure-XXXVI
(Refer paragraph 4.15)

Statement showing the department wise outstanding Inspection Reports (IRs)
and paragraphs

1 Horticulture 3 13 39 1996-97
2 | Industries 8 20 57 1992-93
3 Forest 1 ‘ 6 26 1998-99
4 | Health 1 1 1 2006-07
5 Welfare 3 7’ ' 12 2002-03
6 | Food and Supplies | 1 2 11 2003-04
7 Tourism and Civil 1 2 4 2003-04
Aviation |
8 | MPP and Power 2 794 2,025 1995-96
9 Transport 1 98 276 1992-93
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Annexure-X XX VI

(Reﬁ'er,paragmph 4.15)

r

wSItaltemem showing the department wise draft pamgmphs/rewews replies .

“ 'to which are awaited

* | Department -

]Forc!:st

1 ‘ June and August 2007
j 2 MP;]P & Power May and August 2007
5 3 'J[‘raxflsport June and August 2007
4 % :lgim:mce September 2007 |
15 Toulrnsm and Civil July _2007
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