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PREFACE

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

2. Audit of the accounts of Government companies is conducted by
the CAG under the provisions of Section 619(4) of the Companies Act,
1956 and Audit of Statutory Corporations is governed by their respective
legislations.

3. The cases mentioned in this Report are those, which came to
notice in the course of test audit during the year 2012-13 as well as those,
which came to notice in earlier years, but could not be dealt with in the
previous Reports; matters relating to the period subsequent to 2012-13
have also been included, wherever necessary.

4. The audit has been conducted in conformity with the Auditing
Standards issued by the Comptroller and Auditor General of India.
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Overview

This Report contains thirteen  paragraphs, two performance audits on
'Procurement and custom milling of paddy in Punjab State Civil Supplies
Corporation Limited, 'Fuel Management in power generating stations of Punjab
State Power Corporation Limited' and an Information technology audit of
'e-procurement system' in Punjab Information and Communication Technology
Corporation Limited involving controllable losses/ avoidable expenditure to the
extent of I 3285.09 crore due to non compliance with rules, directives and
procedures; non safeguarding their financial interests; defective/ deficient
planning and inadequate/ deficient monitoring etc. Some of the major findings are
mentioned below:

L. About the State Public Sector Undertakings

Investments in PSUs

As on 31 March 2013, the investment in 52 PSUs was I 20,678.63 crore
consisting of I 7,838.80 crore as capital and I 12,839.83 crore as long term
loans. The capital investment has grown by 104.64 per cent from I 3,830.56
crore in 2008-09 to X 7,838.80 crore in 2012-13 whereas the loan investment
has grown by 9.21 percent from X 11,756.98 crore in 2008-09 to I 12,839.83
crore in 2012-13. The thrust of investment in the State was mainly in power
sector. Power Sector accounted for 85.19 per cent of the total investment in
2012-13. The Government contributed ¥ 3,743.87 crore towards equity and
grants/ subsidies during 2012-13.

(Paragraphs 1.7 to 1.10)

Performance of PSUs

Out of 31 working PSUs for which the accounts were received upto 30
September 2013, 14 PSUs earned profit of ¥ 66.53 crore and 12 PSUs incurred
loss of ¥ 2,121.81 crore. Three working PSUs prepared their accounts on ‘no
profit no loss’ basis and two working PSUs are yet to start commercial
activities. The major contributors to profit were four PSUs viz. Punjab State
Forest Development Corporation Limited (X 16.99 crore), Punjab Genco Limited
(X 13.75 crore), Punjab State Container and Warehousing Corporation Limited
(X 13.24 crore), and Punjab Financial Corporation (X 7.33 crore). The heavy
losses were incurred by four PSUs viz. Punjab State Power Corporation Limited
(R 1,639.77 crore), Punjab State Warehousing Corporation (X 222.02 crore),
Punjab State Grains Procurement Corporation Limited (X 129.72 crore), and
Punjab State Transmission Corporation Limited (¥ 56.47 crore).

(Paragraph 1.14)

Quality of accounts

The quality of accounts of PSUs needs improvement. Of the 27 accounts of working
companies finalised during October 2012 to 30 September 2013, the statutory
auditors had given unqualified certificates for six accounts, qualified certificates for
nineteen accounts, adverse certificates for two accounts. All four accounts of
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Statutory corporations finalised during October 2012 to 30 September 2013 received
qualified certificates. The Reports of the statutory auditors on internal control of the
companies indicated several weak areas.

(Paragraphs 1.25 to 1.28)

Arrears in accounts and winding up

Twenty four working PSUs had arrears of 41 accounts as of 30 September 2013.
The arrears need to be cleared by setting targets for PSUs and outsourcing the
work relating to preparation of accounts. There were 21 non-working
companies. As no purpose is served by keeping these PSUs in existence,
Government needs to expedite closing down of the non working PSUs.
(Paragraphs 1.16 to 1.24)

22 Performance audit of Government Companies

Performance audit of 'Procurement and custom milling of paddy by Punjab
State Civil Supplies Corporation Limited' and 'Fuel management in power
generating stations of Punjab State Power Corporation Limited' was conducted.
Important Audit findings are as under:

The Punjab State Civil Supplies Corporation Limited is one of the five State
foodgrains procurement agencies entrusted with procurement of wheat and
paddy in the State for the central pool. Performance audit of procurement and
custom milling of paddy by the Company was taken up. The audit findings are
summarised below:

The Company could not get reimbursement of guarantee fee of ¥ 2.26 crore.
Excess purchase of gunny bales resulted in blockade of ¥ 74.81 crore for at least
five months and consequential loss of interest of ¥ 4.05 crore.

(Paragraphs 2.1.9 and 2.1.10)

Failure of the Company to raise transportation charges claims timely and
without requisite certified documents resulted in non recovery of transportation
charges of I 57.10 crore from FCIT as well as irrecoverable loss of interest
% 16.97 crore to the Company.

(Paragraph 2.1.12)

Failure of the Company to get paddy milled by millers within stipulated period
resulted in loss of interest, custody and maintenance charges of I 1,432.28
crore. Non conducting of physical verifications (PVs) on fortnightly basis
resulted in shortage of paddy of ¥ 35.04 crore.

(Paragraphs 2.1.15 and 2.1.16)

Inadequate control on milling operations of paddy resulted in short delivery/
misappropriation of paddy/ rice amounting to I 149.94 crore by the millers.
(Paragraph 2.1.17)

As on 31 March 2013, there were 780 arbitration cases involving I 565.53
crore, on account of shortage of paddy/ short delivery of rice by millers since
1992-93.

(Paragraph 2.1.18)
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There was no internal audit system in the Company.
(Paragraph 2.1.32)

Performance audit of fuel management at power generating stations of
Punjab State Power Corporation Limited (Company) was conducted. The
Company operates three coal based thermal power stations Guru Gobind Singh
Super Thermal Plant (GGSSTP) at Roopnagar (1260 MW capacity), Guru
Hargobind Thermal Plant (GHTP) at Lehra Mohabbat (920 MW capacity) and
Guru Nanak Dev Thermal Plant (GNDTP) at Bathinda (450 MW capacity).

Fuel cost varted from 75 to 85 per cent of total generation cost in different
plants during 2008-13. Against linkage of 679.61 lakh MT, the Company could
secure receipt of 609.34 lakh MT of coal during 2008-13. Due to poor linkage
materialisation by one source, the Company had to draw excess coal supplies
over and above the ACQ from other sources and had to pay (August 2010)
performance incentive of ¥ 9.14 crore on account thereof and failed to recover
compensation of X 115.44 crore for short delivery of coal.

(Paragraphs 2.2.7, 2.2.8.1 and 2.2.8.2)

The Company entered into contracts with washeries to get beneficiated coal. In
respect of the washeries, the Company failed to recover commitment charges
(X 13.19 crore), settle the issue of statutory levies (X 19.51 crore) and address
the deficiency in contracts with Washeries (X 2.02 crore).

(Paragraphs 2.2.9.1, 2.2.9.2 and 2.2.9.4)

Inadequacy of unloading infrastructure/ facilities at the three thermal power
stations resulted in avoidable payment of demurrage charges of X 56.75 crore
during 2008-13. No effective action was taken to recover underloading and
overloading charges of Y 68.98 crore.

(Paragraphs 2.2.10.2 and 2.2.10.4)

Coal supply agreements were deficient regarding quality assurance - there was
no provision for consideration of grade slippage at the unloading end. The
actual consumption of coal was higher than the norms prescribed by PSERC.
The excess consumption was valued at I 426.60 crore.

(Paragraphs 2.2.11 and 2.2.12)

Deficient financial management led to non-realisation of claims (X 43.41 crore)
and release of injudicious advances to suppliers and service providers
(X 1.25 crore).

(Paragraphs 2.2.14.1 and 2.2.14.2)

Internal control system was found deficient — imbalances in materialisation of
coal linkages; non recovery of compensation claims/ sizing/ commitment
charges/ debtors etc. were noticed.

(Paragraph 2.2.15.1)
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An information technology audit of ‘e — procurement system’ implemented by
the Punjab Information and Communication Technology Corporation
Limited (Punjab Infotech) in the Departments and PSUs in the state was
conducted.

‘e-Procurement system’ has been implemented in 36 out of 45 departments in
the State. Four out of nine modules have not been implemented even after
clapse of more than two years of contract. Non implementation of the full
software affected the transparency and efficacy of procurement and optimal
benefits could not be achieved.

(Paragraphs 2.3.6.1 and 2.3.6.2)

Punjab Infotech assigned the work of e-Procurement project to M/s ITI Ltd
without inviting any open competitive bids in contravention of the guidelines of
Central Vigilance Commission (CVC). The departure from the standard practice
of inviting competitive bids deprived the Punjab Infotech from getting
competitive rates.

(Paragraph 2.3.7.1)

Input and Access Controls in system were weak, thereby, affecting the accuracy
and completeness of data.
(Paragraphs 2.3.8.1 and 2.3.9)

Lack of Business Continuity/ Disaster Recovery Plan resulted in non
availability of parallel database at a location other thanthe primary server
location to ensure uninterrupted availability of the system.

(Paragraph 2.3.10.3)

3.

Transaction audit observations ‘

Gist of the audit observations is given below:
Punjab State Power Corporation Limited’s

- failure to enforce its divisional authorities to check excessive energy
losses in respect of independent feeders resulted in revenue loss of

% 6.18 crore.
(Paragraph 3.5)

- purchase of rails in advance with the borrowed funds from REC without
proper planning and co-ordination resulted into the blockade of funds of

X 7.13 crore coupled with consequential loss of interest of I 1.30 crore.
(Paragraph 3.6)

Punjab State Warehousing Corporation, Punjab State Civil Supplies
Corporation Limited and Punjab Agro Foodgrains Corporation Limited’s
allotment and storing of paddy with the miller in violations of Custom Milling
Policy caused financial loss of X 59.10 crore.

(Paragraph 3.7)
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Punjab State Warehousing Corporation, Punjab Agro Foodgrains
Corporation Limited, Punjab State Grains Procurement Corporation Limited
and Punjab State Civil Supplies Corporation Limited's

- delay in recovery of incidental charges of ¥ 159.20 crore and non
recovery of bonus and incidental charges of ¥ 18.73 crore resulted in

loss of interest of ¥ 6.30 crore.
(Paragraph 3.8(b)

- failure to introduce an effective monitoring system for the procurement
of gunny bales and non evolving a crop year wise time bound
programme for reconciliation of advance payments resulted in financial

loss 0f ¥ 29.15 crore
(Paragraph 3.9)

Punjab State Industrial Development Corporation Limited's non recovery of
interest on expenses, extending OTS to profit making units, accepting OTS after
expiry of last date, non exercising of diligence regarding willful default, incorrect
covering of unit under riot affected category and favour to ineligible units resulted
in financial loss of I 147.80 crore.

(Paragraph 3.10)

Punjab Agro Foodgrains Corporation Limited’s failure to maintain the
quality ot wheat stocks and delivery to FCI in acceptable condition resulted in

non reimbursement of carry over charges of X 10.59 crore.
(Paragraph 3.11)
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Chapter-1

‘ Overview of State Public Sector Undertakings

‘ Introduction

1.1 The State Public Sector Undertakings (PSUs) consist of State
Government companies and Statutory corporations. In Punjab, the State PSUs
occupy an important place in the State economy. The investment in the PSUs
as on 31 March 2013 stood at ¥ 20,678.63crore. Major activities of the Punjab
State PSUs are concentrated in power, transport, agriculture and [inance
sectors.

1.2 As on 31 March 2013, there were 52 PSUs. Of these, only one
Company, Punjab Communications Limited, was listed (January 1995) on the
stock exchange.

1.3 During the year 2012-13, no new PSU was established and one non-
working PSU namely, Intermagnetics India limited was closed down (July
2012).

‘ Audit mandate

1.4  Audit of Government companies is governed by Section 619 of the
Companies Act, 1956. According to Section 617, a Government company is
one in which not less than 51 per cent of the paid up capital is held by
Government(s). A Government company includes a subsidiary of a
Government company. Further, a company in which 51 per cent of the paid
up capital is held in any combination by Government(s), Government
companies and corporations controlled by Government(s) is treated as if it
was a Government company (deemed Government company) as per Section
619-B of the Companies Act, 1956.

1.5 The accounts of the State Government companies atre audited by the
statutory auditors, appointed by the Comptroller and Auditor General of India
(CAQ) as per the provisions of Section 619(2) of the Companies Act, 1956, in
addition to supplementary audit conducted by CAG as per the provisions of
Section 619 of the Companies Act, 1956.

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

1.7 As on 31 March 2013, the investment in the 52 PSUs was X 20,678.63
crore as detailed below:

Table 1.1
(Amount: ¥ in crore)

PSUs Nos. Capital | Long term loans Total
Working | Government 27 7,384.95 12,463.04 19,847.99
PSUs companies

Statutory 4 429.00 341.64 770.64

corporations
Total 31 7,813.95 12,804.68 20,618.63
Non- Government 21 24.85 35.15 60.00
working | companies
PSUs Statutory = = - -

corporations
Total 21 24.85 35.15 60.00
Grand Total 52 7,838.80 12,839.83 20,678.63

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

1.8  As on 31 March 2013, 99.71 per cent of the total investment in the
State PSUs was in working PSUs and the remaining 0.29 per cent in non-
working PSUs. The investment consisted of 37.91 per cent as capital and
62.09 per cent as long-term loans. The capital investment has grown by
104.64 per cent from X 3,830.56 crore in 2008-09 to X 7,838.80 crore in 2012-
13 whereas the loan investment has grown by 9.21 percent from I 11,756.98
crore in 2008-09 to I 12,839.83 crore in 2012-13 as shown in the graph below:

14000

200 12,839.83
10000 12,814.83
0 11,756.98 11,992.79
S 8000 10,459.81 |
» 6000
7,838.80
4000 . . .
2000 |3,830.56 3,843.37  3,881.47 4,080.96
0 : : '
2008-09 2009-10 2010-11 2011-12 2012-13

—o— Investment (Capital) —®— Investment (Long-term loans)

1.9  The investment in important sectors and percentage thereof at the end
of 31 March 2009 and 31 March 2013 are indicated below in the bar chart.
The thrust of PSUsinvestment in the State was mainly in power sector. Its
percentage share in overall investments remained almost constant. It was
85.95 per cent in 2008-09 and 85.19 per cent in 2012-13.
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Budgetary outgo, grants/subsidies, guarantees and loans ‘

1.10 The details regarding budgetary outgo from the State Government
towards equity, loans, grants/ subsidies, guarantees issued, loans written off,
loans converted into equity and interest waived in respect of the State PSUs
are given in Annexure 3. The summarised position is given below for three
years ended 2012-13:

Table 1.2
(Amount: X in erore)
SI. | Particulars 2010-11 2011-12 2012-13
No. No.of | Amount | No.of | Amount | No.of | Amount
PSUs PSUs PSUs
. | Equity Capital 2 33.04 [ 1.67 2 1591
2. | Loans given to the 1
PSUs - - - - 2 38.75
= gg??s“/ sy fio 02 30 | 365676 | 3 | 330955 | 5 | 3,689.21
4. | Total Outgo (1+2+3) 4’ 3,689.80 4* 3,311.22 7 3,743.87
5. | Guarantees issued 7 21,339.58 8 26,123.95 9 35,379.50°
6. | Cumulative Guarantee 9

32,063.11 10 35.,565.07 11 44,899.21

Commitment

111 The amount of guarantee commitiment as on 31 March 2012 was
%35,565.07 crore (10 PSUs) which increased to ¥44,899.21 crore (11 PSUs) as
on 31 March 2013.

The State Government charged guarantee fee at the rate of '« per cent in case
of PSUs engaged as procuring agencies and 0.5 to 2 per cent from the other

Punjab Agro Juices Limited without interest and PEPSU Road Transport Corporation
@ 12 per cent per annum

Actual number of PSUs which received budgetary support

Increase in guarantees issued was mainly due to increase in guarantees issued to Punjab
State Power Corporation Limited (¥ 7,924.39 crore in 2012-13 as compared to
%4,010.00 crore in 2011-12) and State Procurement Agencies (X 26,919.33 crore in
2012-13 as compared to ¥ 21,942.46 crore in 2011-12).
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PSUs. During the year, the PSUs paid guarantee fee of ¥ 33.66 crore
(excluding X 3.72 crore pertaining to previous years) out of I 264.21 crore
payable, leaving a balance of I 230.55 crore. Major defaulters were: Punjab
State Power Corporation Limited (X 184.50 crore) and Punjab State Industrial
Development Corporation Limited (X 26.63 crore).

Reconciliation with Finance Accounts

1.12  The figures in respect of equity, loans and guarantees outstanding as
per the records of State PSUs should agree with that of the figures appearing
in the Finance Accounts of the State. In case the figures do not agree, the
concermed PSUs and the Finance Department should carry out reconciliation
of the differences. The position in this regard as on 31 March 2013 is given
below:

Table 1.3
(X in crore)
Outstanding in Amount as per Amount as per Difference
respect of Finance Accounts records of PSUs
(Provisional)

Equity 3,575.43 7,707.12 4,131.69

Loans 1,634.61 297.88 1,336.73
Guarantees 44,564.22 44.899.21 334.99

1.13 Some of the differences were pending reconciliation since 1985-86.
The Government and the PSUs should take concrete steps to reconcile the
differences in a time-bound manner.

Performance of the PSUs

1.14 The summarized financial results of Government companies and
Statutory corporations for the latest year for which accounts were finalized are
given in Annexure — 2. Out of 31 working PSUs* for which the accounts were
received upto 30 September 2013, 14 PSUs earned profit of T 66.53 crore and
12 PSUs incurred loss of ¥ 2,121.81 crore. Three® working PSUs prepared
their accounts on ‘1o profit no loss’ basis and two® working PSUs are yet to
start commercial activities. The major contributors to profit were four PSUs
viz. Punjab State Forest Development Corporation Limited (Z16.99 crore),
Punjab Genco Limited (R 13.75 crore), Punjab State Container and
Warchousing Corporation Limited (¥ 13.24 crore), and Punjab Financial
Corporation (X 7.33 crore). Heavy losses were incurred by four PSUs viz.
Punjab State Power Corporation Limited (X 1,639.77 crore), Punjab State
Warchousing Corporation (X 222.02 crore), Punjab State Grains Procurement
Corporation Limited (X 129.72 crore), and Punjab State Transmission
Corporation Limited (T 56.47 crore).

* For the year 2007-08 (one PSU); 2008-09 (two PSUs); 2010-11 (nine PSUs); 2011-12 (12
PSUs) and 2012-13 (seven PSUs)

Punjab Police Hosing Corporation Limited, Punjab Police Security Corporation Limited
and Punjab Municipal Infrastructure Development Company

Punjab Agro Power Corporation Limited and Gidderbaha Power Corporation Limited




Overview of State Public Sector Undertakings

A review of the latest three years Audit Reports of the Comptroller and
Auditor General shows that the state PSUs incurred controllable losses/
avoidable expenditure of I 6290.62 crore and infructuous investments of
R 13.25 crore which were controllable with better management.

Table 1.4
(R in crore)
Particulars 2010-11 2011-12 2012-13 Total
Controllable losses/ avoidable 2,267.60 737.93 3285.09 6290.62
expenditure as per CAG’s Audit
Report
Infructuous Investment 6.98 6.27 Nil 13.25

1.15 The State Government had formulated (April 1999) a policy under
which all PSUs are required to pay a minimum return of four per cent on the
funds invested by the State Government. As per their latest finalised accounts,
14 PSUs earned an aggregate profit of I 66.53 crore of which four PSUs
declared a dividend of X 3.59 crore at the rate ranging from four per cent to
hundred per cent. The remaining 10 PSUs did not declare dividend despite
earning profits of ¥ 18.72 crore.

Arrears in finalisation of accounts

1.16 The accounts of the companies for every financial year are required to
be finalised within six months from the end of the relevant financial year
under Sections 166, 210, 230, 619 and 619-B of the Companies Act, 1956.
Similarly, in the case of Statutory corporations, their accounts are to be
finalised, audited and presented to the Legislature as per the provisions of their
respective Acts. The table below provides the details of progress made by the
working PSUs in [inalisation of accounts by 30 September 2013:

Table 1.5

Sl Particulars 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13

No.

1. Number of 33 31 31 31 31
Working PSUs

2. | Number of 38 33 28 29 317
accounts finalised
during the year

3. | Number of 57 49° 397 41 41
accounts in atrears

4. Average arrears 1.73 1.58 1.26 1.32 1.32
per PSU (3/1)

5. Number of 25 23 24 24 24
Working PSUs
with arrears in
accounts

6. Extent of arrears 1to5 1to6 1to 4 1to5 1to4
(years)

corporations.

It represents 27 accounts of working companies and four accounts of statutory

Excluding six accounts of two companies which became non-working during the year
Excluding 13 accounts of three companies which became non-working during the year




Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

1.17 The average number of accounts in atrears per working PSU decreased
from 1.73 in 2008-09 to 1.32 in 2012-13. The PSUs having arrears of accounts
need to take effective measures for early clearance of backlog and make the
accounts up-to-date. The PSUs should also ensure that at least one year’s
accounts are finalised each year so as to restrict further accumulation of
arrears.

1.18 [n addition to the above, there were arrears in finalisation of the
accounts of the non-working PSUs. Out of 21 non-working PSUs, eight'® had
gone into liquidation process. The remaining 13 non-working PSUs had
arrears of accounts ranging from one to 22 yeats.

1.19 The State Government had invested I 7,028.36 crore (Equity: ¥ 1.67
crore, grants/subsidy: X 7,026.69 crore) in six PSUs during the years for which
accounts were not finalised as detailed in Annexure 4. In the absence of
finalisation of accounts and their subsequent audit, it can not be ensured
whether the investments and expenditure incurred have been properly
accounted for and the purpose for which the amount was invested has been
achieved or not. Thus, Government’s investment in such PSUs remained
outside the scrutiny of the State Legislature. Further, delay in finalisation of
the accounts may tresult in risk of fraud and leakage of public money, apart
from violation of the provisions of the Companies Act, 1956.

1.20 The administrative departments have the responsibility to oversee the
activities of these entities and to ensure that the accounts are finalised and
adopted by these PSUs within the prescribed period. Though the concermned
administrative departments and officials of the Government were informed
bi-annually by the Accountant General (Audit) Punjab, of the arrears in
finalisation of accounts, no remedial measures were taken. As a result of this,
the net worth of these PSUs could not be assessed in audit.

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

. The Government may set up a cell to oversee the clearance of
arrears and set targets for individual companies.

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

Winding up of non-working PSUs

1.22  Of the 21 non-working PSUs (all companies) as on 31 March 2013,
eight were under liquidation/winding up process. The numbers of non-working

1 Companies at SI. No. C-2,6,7,8,9, 11, 12 and 21 of Annexure 2
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companies during the last past five years were 17 (2008-09), 19 (2009-10), 22
(2010-11), 22 (2011-12) and 21 (2012-13).

During the year 2012-13, one company viz. Intermagnetics India Limited was
closed under Fast Track Exit Mode of Ministry of Corporate Aftairs. The non-
working PSUs are required to be closed down as their existence is not going to
serve any purpose.

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

Table 1.6
SL No. Particulars Number
L. Total No. of non-working PSUs 21
2. Of (1) above, the number under
(a) Liquidation by Court (liquidator appointed) 3
(b) Voluntary winding up (liguidator appointed) 5
(€) Closure, Le. closing orders/ instructions issued 71
but liquidation process not yet started.

1.24 The companies which have taken the route of winding up by Court
order are under liquidation for a period ranging from 4 to 30 years. The
process of voluntary winding up under the Companies Act is much faster and
needs to be adopted/ pursued vigorously.

The Government may take a decision regarding winding up of the remaining
six non-working PSUs which have become defunct. The Government
(Directorate of Disinvestment)'? may expedite the process of closing down of
the non-working companies.

Accounts comments

1.25 Twenty Three working companies torwarded their 27 accounts to
Audit during the year 2012-13. Of these, 25 accounts of 22 companies were
selected for supplementary audit. Similarly, three working Statutory
corporations forwarded their four accounts to Audit during the year 2012-13",
Of these, two accounts of two statutory corporations pertained to sole audit by
CAG. The audit reports of statutory auditors appointed by CAG and the
supplementary/ sole audit of CAG indicate that the quality of maintenance of
accounts needs to be improved substantially. The details of aggregate money
value of comments of the statutory auditors and CAG are given below:

i Companies at SI. No. C- 1,4, 10,13, 14, 15 & 16 of Annexure-2

12 A cell established for disinvesument of State Government equity in State PSUs
Subsidiaries and for restructuring/privatisation, etc. of these PSUs.

" October 2012 to 30 September 2013
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Table 1.7

(Amount: < in crore)

Companies Corporations
SL Particulars 2011-12 2012-13 2011-12 2012-13
No.
No. of Amount Na. of Amount Nao. of Amount | No. of | Amount
instances instances instances linstances|
1. Decrease in 6 682.99 3 1,498.83 - - 1 0.47
Profit
2. Increase in 2 0.78 5 1,204.08 2 45.79 4 173.81
Loss
3. Decrease in | 0.74 - - - -
Loss -
4. Non disclosure 3 172.73 6 16,950.10 2 3.20 5 16.72
of material
facts
5. Errors of 2 4.83 7 1.693.07 3 235.11
classification
Total 862.07 21,346.08 48.99 426.11

1.26 During the year, the statutory auditors had given unqualitied
certificates for six accounts, qualified certificates for 19 accounts, adverse
certificates (which mean that accounts do not reflect a true and fair position)
for two accounts. Qualifications by statutory auditors had the effect of
increasing the loss of PWRMDCL!", PSIDC" and PSPCL'® by ¥ 18.54 crore,
% 1.38 crore and X 389.28 crore respectively. Similarly, their qualification also
had the effect of turning the reported profit in PAFCL'" and PUNSUP" into
loss of T 392.36 crore and X 1,006.16 crore respectively. During the year, all
the four accounts of Statutory corporations received qualified certificates.

1.27 Some of the important comments in respect of the accounts of
companies and Statutory corporations finalised during the year 2012-13 are
tabulated below:

Table 1.8
Name of the | Year of Gist of the comment
Company account
PSIDC 2011-12 Non provision for investment of ¥ 13.80 crore (X 9.53 crore in
equity and I 4.27 crore in Share Application money) in
companies under compulsory winding up since 1996-2005.
Punjab 2011-12 Non provision and non disclosure ot disputed trade recetvables
Genco Ltd. from erstwhile Punjab State Electricity Board/ Punjab State

Power Corporation Limited on account of sale of power/ energy
bills of ¥ 9.49 crore for the period from 2000-01 to 2011-12.

PUNSUP 2011-12 *  Closing stock included 2,12,570 quintals ot damaged paddy
valued at ¥ 31.34 crore which was sold at an aggregate value
of ¥ 14.99 crore.

*  Other income included ¥ 393.28 crore recoverable from
Government of Tndia (GOI)/ Food Corporation of India
(FCI) against actual recoverable of I 320.11 crore for the
years 2008-12.

Punjab Water Resources Management and Development Corporation Limited
Punjab State Industrial Development Corporation Limited

Punjab State Power Corporation Limited

Punjab Agro Foodgrains Corporation Limited

Punjab State Civil Supplies Corporation Limited
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PICTCL"

2011-12

*  Understatement of loss by X 1.80 crore due to non-
adjustment of decrease in value of investment of ¥ 9.10
crore, reinvested at I 7.30 crore.

e Inventories included interest of ¥ 2.06 crore paid to allottees
on account of cancellation of plots and required to be
charged to the Profit and Loss Account,

PWRMDCL

Overstatement of accumulated losses and understatement of
Current Assets, Loans and Advances by X 2.15 crore due to
incorrect calculation of subsidy recoverable from State
Government as on 31 March 2006. The Company admitted
the error in April 2010 but promise to rectify the error was
not fulfilled.

PAFCL

2010-11

e Sundry Debtors included ¥ 10.64 crore shown recoverable
from FCI on account of statutory deductions of storage gain
relating to period 1997-98 to 2010-11.

*  Loans and Advances did not include I 1.38 crore
recoverable from Department of Agriculture Govt. of
Punjab on account of subsidy on the sale of wheat seed.

PSPCL™

2010-11

+  TIncorrect adjustment of loss of ¥ 1.639.77 crore incurred
during 2010-11 against the Reserves and Surplus
comprising mainly of Capital Reserves resulted in
understatement of Miscellaneous Expenditure to the extent
not written ofl’ adjusted (Debit balance as per Profit and
Loss Account) as well as Reserves and Surplus.

e Capital work in Progress included the expenditure of
3 20281 crore towards 66 KV substation which were
completed but not transterred to tixed assets.

e Understatement of other liabilities and losses by I 721.54
crore due to non provision of liability of arrears of pay and
allowances on implementation  of pay commission
recommendation and arrear bills of power purchased/
received from National Hydro Power Corporation.

e Overstatement of capital expenditure and understatement of
losses of ¥ 24.94 crore due to incorrect capitalisation of
interest and finance charges of Shahpur Kandi Dam Project.

Name of
Statutory
corporation

Year
account

of

Gist of the comment

PSWC

2010-11

Overstatement of accumulated losses due to understatement of
the claims on account of procurement from Director General
Supplies & Disposals by ¥3.18 crore.

PRTC™!

2011-12

Understatement of other liabilities and loss by I 1.37 crore due
to non provision of liability of house tax & fire cess of PRTC
bus stand and workshop building at Sangrur for the years 2008-
09 to 2011-12.

It is evident from the above that these Companies have huge accumulated
losses and their borrowings position is also over reasonable limits and are
financing their accumulated losses by borrowings.

1.28  The statutory auditors (Chartered Accountants) are required to furnish
a detailed report on various aspects including internal control/ internal audit
systems in the companies audited in accordance with the directions issued by
the CAG to them under Section 619(3) (a) of the Companies Act, 1956 and to

19
20
21

Punjab Information and Communication Technology Corporation Limited
Punjab State Power Corporation Limited
“ PEPSU Road Transport Corporation
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identify areas which needed improvement. An illustrative resume of major
comments made by the statutory auditors on possible improvement in the
internal audit/ internal control system in respect of thirteen?? companies for the
year 2012-13 are given in the following table.

Table 1.9
SL Nature of comments made by Number of Reference to serial
No. Statutory Auditors companies in number of the
respect of which companies as per
recommendations Annexure 2
were made

1. | Non-fixation of minimum 5 A-2, A-8, A-13, A-14
maximum limits  of  store and and A-24
spares.

2. Absence of internal audit system 7 A-8, A-14, A-21, A-23,
commensurate with the nature and A-24, A-25 and A-27
size of business of the company.

3. | Non maintenance of proper records 3 A-8, A-14, and A-25

showing full particulars including
quantitative  details,  situations,
identity number, date of
acquisitions, depreciated value of
fixed assets and their locations.

4. Non existence of system of proper 7 A-2, A-5, A-9, A-10,
documentation of software A-14, A-25 and A-27
programme / no approved IT plan.
5. | Non computerization of operations 5 A-2, A-5, A-14, A-24
and A-25

6. | Non existence of Audit committee. 5 A-2, A-8. A-14, A-22
and A-27

7. | No clear cut credit policy 3 A-8 , A-13, and A-14

Recoveries at the instance of Audit

1.29  During the course of audit in 2012-13, recoveries of ¥ 23.05 crore were
pointed out to the Management of 7 PSUs out of which recoveries of X 21.87
crore were admitted by PSUs. Against this, an amount of I 1.86 crore was
recovered during the year 2012-13.

Status of placement of Separate Audit Reports

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

2 Companies at S1. No. A-2,5,8,9, 10, 13, 14, 21, 22, 23, 24, 25 and 27 in Annexure 2

10
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Table 1.10
SI. | Name of Year up to which SARs Year for which SARs not placed in
No. | Statutory placed in Legislature Legislature
corporation Year of SAR Date of issue to the
Government
1. | Punjab Financial 2008-09 2009-10 08 August 2011
Corporation 2010-11 22 March 2012
2011-12 29 December 2012
2. | Punjab Scheduled 2009-10 2010-11 07 June 2013
Castes Land
Development &
Finance
Corporation
3. | PEPSU Road 2010-11 2011-12 11 July 2013
Transport
Cotporation
4 | Punjab State 2008-09 2009-10 12 October 2012
Warehousing
Corporation 2010-11 10 June 2013

No reasons were advanced by the Government for delay in placement of SARs
in the Legislative Assembly. Delay in placement of SARs weakens the
legislative control over the Statutory corporations and dilutes the latter’s
financial accountability. The Government needs to ensure prompt placement
of SARs in the legislature.

Disinvestment, privatisation and restructuring of PSUs

1.31 The State Government established (July 2002) the Directorate of
Disinvestment under the Department of Finance, with the function relating to
disinvestment of State Government equity held in Public Sector Undertakings
and their subsidiaries/promoted companies and restructuring/ privatisation etc.
of the PSUs. During the year 2012-13, the process of disinvestment in the
three PSUs viz. PSIDC’s shareholding in Punjab Alkalies and Chemicals
Limited, Punjab Agro Juices Limited and Punjab Information &
Communication Technology Corporation Limited's sharcholding in Punjab
Communications Limited were carried out. However, no PSU was completely
disinvested by the Directorate during the year 2012-13.

General

1.32 Follow-up Action on Audit Reports

1.32.1 The Audit Reports of the Comptroller and Auditor General of India
represent the culmination of the process of scrutiny, starting with initial
inspection of accounts and records maintained in various offices and
departments of the Government. [t is, therefore, necessary that they elicit
appropriate and timely response from the executive. The State Finance
Department issued instructions (August 1992) to all the administrative
departments to submit detailed notes, duly vetted by Audit indicating the

11
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corrective/remedial action taken or proposed to be taken on paragraphs and
reviews included in the Audit Reports, within three months of their
presentation to the Legislature, without waiting for any notice or call from the
Committee on Public Undertakings (COPU).

The Audit Reports for the years 2002-03 to 2011-12 featuring 219
paragraphs/reviews relating to PSUs under the administrative control of 11
departments were placed in the State Legislature on the dates indicated in the
following table. Replies in respect of 66 paras/reviews were awaited from
seven departments of the State Government by 30 September 2013.

Table 1.11
Year of Date of Total no. of Number of paragraphs/
the Audit | Presentation | paragraphs/ | reviews for which
Report reviews in the | detailed notes were not
(PSUs) Audit Report | received.
2002-03 June 2004 23 1
2003-04 March 2005 22 3
2004-05 March 2006 23 3
2005-06 March 2007 28 2
2006-07 March 2008 25 5
2007-08 March 2009 24 9
2008-09 March 2010 22 8
2009-10 March 2011 18 4
2010-11 March 2012 15 15
2011-12 March 2013 19 16
Total 219 66

The departments largely responsible for non-submission of detailed notes were
Power, Finance, Agriculture, Food and Supplies, Industries and Transport.
The Government did not respond to important reviews that highlighted delay
in taking action against defaulting millers for failure to get the paddy milled
within the stipulated period, avoidable payment of transportation charges and
failure to take up the matter regarding reimbursement of interest and custody
and maintenance charges with State Government/ FCI and deficiencies in
planning, construction and commissioning of projects, purchase of power and
failure to levy penalty in accordance with terms and conditions of the
agreements for kilometres lost due to non provision of drivers and conductors
by the contractors.

Action Taken Notes on Reports of Committee on Public Undertakings
(CorU)

1.32.2 As per Rule 25 of the Internal Working Rules of COPU, Punjab
Legislative Assembly, replies to the recommendations in the form of Action
Taken Notes (ATNs) are to be submitted by the administrative department of
the PSU within six months from the date of placement of Report of COPU in
the State Legislature. The following table indicates the delay in furnishing
replies to paragraphs which have appeared in the report of COPU in the form
of ATNs as on 30 September 2013.

12
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Table 1.12

Report no. of COPU | Date of presentation to | No. of paragraphs for
the Legislature which ATN is awaited

84" 24 March 2008 2

o™ 6 March 2009 4

95% 18 March 2011 5

98" 25 March 2011 3

99 21 March 2013 6

102™ 21 March 2013 8

Response to Inspection Reports, Draft Paras and Reviews

1.32.3 Audit observations noticed during audit and not settled on the spot are
communicated to the heads of PSUs and concerned departments of the State
Government through Inspection Reports. The heads of PSUs are required to
furnish replies to the Inspection Reports through respective heads of
departments within a period of four weeks. Inspection Reports issued up to
March 2013 showed that 2,638 paragraphs relating to 931 Inspection Reports
pertaining to 41 PSUs were outstanding at the end of 30 September 2013.

Similarly, draft paragraphs and reviews on the working of PSUs are forwarded
to the Principal Secretary/Secretary of the administrative department
concerned demi-ofticially seeking confirmation of facts and figures and their
comments thereon within a period of six weeks. However, 13 draft paragraphs
and two draft performance reviews lorwarded to the various State Government
departments during April 2013 to September 2013 had not been replied so far
(September 2013).

It is recommended that the Government should ensure that; (a) procedure
exists for action against the officials who fail to send replies to inspection
reports/draft paragraphs/reviews as per the prescribed time schedule; (b)
action to recover loss/outstanding advances/overpayment is taken within
prescribed period and (c) the system of responding to audit observations is
revamped.

13
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Chapter-2

Performance audit of Government Companies

Punjab State Civil Supplies Corporation Limited

2.1 Procurement and custom milling of paddy

Executive Summary

The Punjab State Civil Supplies Corporation Limited is one of the five State
foodgrains procurement agencies entrusted with procurement of wheat and
paddy in the State for the central pool. Performance audit of procurement and
custom milling of paddy by the Company was taken up.

The Company could not get reimbursement of guarantee fee of X 2.26 crore.
Excess purchase of gunny bales resulted in blockade of X 74.81 crore for at least
five months and consequential loss of interest of X 4.05 crore.

(Paragraphs 2.1.9 and 2.1.10)

Failure of the Company to raise transportation charges claims timely and
without requisite certified documents resulted in non recovery of transportation
charges of X 57.10 crore from FCI as well as irrecoverable loss of interest
% 16.97 crore to the Company.

(Paragraph 2.1.12)

Failure of the Company to get paddy milled by millers within stipulated period
resulted in loss of interest, custody and maintenance charges of ¥ 1,432.28
crore. Non conducting of physical verifications (PVs) on fortnightly basis
resulted in shortage of paddy of X 35.04 crore.

(Paragraphs 2.1.15 and 2.1.16)

Inadequate control on milling operations of paddy resulted in short delivery/
misappropriation of paddy/ rice amounting to X 149.94 crore by the millers.
(Paragraph 2.1.17)

As on 31 March 2013, there were 780 arbitration cases involving I 565.53
crore, on account of shortage of paddy/ short delivery of rice by millers since
1992-93.

(Paragraph 2.1.18)

There was no internal audit system in the Company.
(Paragraph 2.1.32)

15
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Introduction

2.1.1 Punjab State Civil Supplies Corporation Limited (Company) was
incorporated on 14 February 1974 with the objective of procurement, storage,
supply and distribution of foodgrains and essential commodities in the State.
The Company is one of the five' State foodgrains procurement agencies for
central pool. It procures paddy from various mandis allocated by Food, Civil
Supplies & Consumer Affairs Department (F&SD) of the State at minimum
support price (MSP) fixed by the Government of India (GOI) for each crop
year gets it milled from the authorised rice millers at specified rates under
custom milling policy (CMP) framed by the State Government. The resultant
rice 1s delivered to Food Corporation of India (FCI) for central pool at rates
fixed by GOI.

The Company procured 146.40 lakh MT of paddy for X 15,468.19 crore during
crop years 2008-13 and delivered the rice valuing ¥ 18,896.02 crore to FCI
during the same period.

‘ Organisational set up

2.1.2 The Management of the Company is vested in a Board of Directors
(BOD). As on 31 March 2013, the Board comprised of eight directors
(including Chairman and Managing Director), all of whom are Government
nominees. The Managing Director is the Chief Executive of the Company who
is assisted by Additional Managing Director and a team of Mangers” at the
head office and in the field. There are 19 district offices’ headed by a District
Manager for carrying out the procurement and milling operations.

Audit Objectives

2.1.3 The objectives of the performance audit were to ascertain whether:

> Company utilised sanctioned cash credit limits efficiently and
economically;

» Company received full reimbursement of guarantee fees and other
statutory levies imposed by the State Government;

Punjab State Civil Supplies Corporation Limited (PUNSUP), Punjab State Grains
Procurement  Corporation Limited (PUNGRAIN), Punjab State Warehousing
Corporation (PSWC), Punjab Agro Foodgrains Corporation Limited (PAFCL) and
Punjab State Co-operative Supplies and Marketing Federation Limited (MARKFED).
General Manager (Personnel and Administration), General Manager (Procurement and
Storage / Commercial / Export and Supplies), General Manager (Finance and Accounts
/ Company Affairs / Distribution) and General Manager (Information Technology)
Ludhiana, Sangrur. Barnala, Patiala, Moga, Mansa, Kapurthala. Faridkot, Hoshiarpur,
Ropar, Mohali, Jalandhar, Amritsar/Tarantaran, Ferozepur/Fazilka, Mukatsar,
Gurdaspur / Pathankot, Fatehgarh Sahib, Nawanshehar, Bathinda

16



Chapter 2 Performance Audit of Government Companies

Company executed functions relating to procurement, storage,
transport and custom milling of paddy in an efficient, effective and
economical manner and as per the prescribed norms;

Company delivered rice to FCI within the stipulated / extended period
fixed by GOI and raised bills within the stipulated period;

Company had devised and made operational a reliable system of
monitoring and oversight; and

I[nternal Control System was effective and commensurate with the size
and activities of the Company.

Scope of Audit and Methodology

2.14

The present performance audit conducted between January and June

2013 covers the activities of procurement and custom milling of paddy by the
Company during the years 2008-09 to 2012-13. The audit examination
involved scrutiny of records at the head office and five® out of 19 district
offices selected on the basis of Probability Proportional to Size sampling
method which covered 51.61 per cent of the total paddy procured by the
Company during 2008-13.

Audit methodology consists of :

>

Scrutiny of agenda and minutes of meetings of Board of Directors,
custom milling policies, instructions issued by the State Government
and milling progress repotts of district offices;

Examination of records relating to delivery of rice to FCI, raising of
claims and receipt of payment there against;

Scrutiny of records relating to cash credit limits, payment of guarantee
fee and other charges and their reimbursement from FCI;

Examination of Internal Audit Reports and its follow up; and

[ssue of observations and queries and interviews with the officers and
staff of the Company.

Audit Criteria

2.1.5

Sources of audit criteria are as follows:

[nstructions/guidelines issued by the GOI/State Government/FC1 with
regard to activities of procurement and custom milling of paddy;

Instructions of GOI for re-imbursement of cost, incidentals and
differential claims;

Patiala, Ludhiana, Meaga, Gurdaspur and Sangrur

17
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» Terms and conditions of handling and transportation contracts;

» Norms/rates for timely raising of bills for rice and other related
expenses fixed by the GOI and their reimbursement from FCI;

» Terms and conditions of the cash credit limits availed by the Company;
and

> Provisions in the accounting manual and internal control mechanism in
the Company.

2.1.6 We explained the audit objectives to the Company during an entry
conference (February 2013). Audit findings were reported to the Company and
the State Government in August 2013 and discussed in an exit conference held
on 30 September 2013. The exit conference was attended by the Managing
Director of the Company. The Company replied to audit findings in
September/October 2013. The views expressed by the Management have been
considered while finalising this performance audit report. The audit findings
are discussed in succeeding paragraphs:

Working Results

2.1.7 The working results of the Company for the four years ending 31 March
2012 are given below. The financial results for the year 2012-13 have not been
finalised so far (October 2013).

Table 2.1.1
(Amount: I in crore)
Particulars 2008-09 2009-10 | 2010-11 2011-12
Sales and other income 5.17094 | 6,591.23 | 7.,709.51 8.901.35
Expenditure 5,167.03 | 6,590.68 | 7,709.01 8,900.41
Profit after tax 391 0.55 0.50 0.94

Impact of comments of (-)1,181.61 | (-)397.05 | (-)420.59 | (-)1,105.17
Statutory Auditor and
CAG

Loss after impact of ()1,177.70 | (-)396.50 | (-)420.09 | (-)1,104.23
comments

The Company had accumulated losses of I 448.44 crores at the close of the
year 2011-12. Statutory auditors have consistently remarked that the accounts
of the Company do not reflect a true and fair view of the state of affairs of the
Company. The Company was not preparing its accounts on realistic basis and
depicting interest, custody and maintenance charges, transportation charges
etc. as recoverable without their confirmation from the concerned agencies.
Above table shows that had the qualifications of the statutory auditors and
CAG been considered, profits of the Company would have converted into
huge losses.

18
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Procurement of paddy

Procurement targets and achievements
2.1.8 The details of targets and achievements of procurement of paddy during
2008-13 are given below:

Table 2.1.2
Crop year Target Actual Excess /(Shortfall) of the
Company against the
targets
(LMT) (LMT) (LMT)

2008-09 25.00 27.16 2.16

2009-10 28.00 31.68 3.68

2010-11 28.00 30.07 2.07

2011-12 30.80 28.38 (-)2.42

2012-13 34.50 29.11 (-)5.39

The above table shows that total quantity of paddy stock procured by the
Company during 2008-11 was more than the targets fixed by the State
Government. However, there was shortfall in achievement of targets during
2011-13.

Guarantee Fee

2.1.9 The CC limit was availed in accordance with requirement of funds
assessed on the basis of minimum support price (MSP) of paddy, cost of
gunny bags, transportation charges etc. The guarantee fee is paid by the
Company to the State Government at the rate of 1/8 percent of Cash Credit
(CC) limit actually availed. Ministry of Consumer Affairs, Food and Public
Distribution, GOI circulated rates of custom milled rice for ecach kharif
marketing season (KMS) and allowed guarantee fee subject to maximum of
1/8 percent of MSP of quantity of paddy equivalent to rice delivered to FCI
(central pool). The gap remains uncovered. The following table shows the
position of CC limit sanctioned, actually availed, guarantee fee paid by the
Company to the State Government and reimbursed / reimbursable by the FCI
during 2008-13:

Table 2.1.3
(Amount: X in crore)
Crop Year CC limit CC limit Guarantee fee | Reimbursed/
sanctioned availed paid on Reimbursable
availed CC from FCI
2008-09 3,165.55 3,153.40 3.94 2.98
2009-10 4,138.40 3,935.61 4.92 3.81
2010-11 3,799.88 3,790.00 4.74 3.79
2011-12 4,565.79 4,192.60 5.24 3.81
2012-13 5,489.10 4,829.92 6.04 4.47
Total 24.88 18.86
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Following was noticed:

. As against the guarantee fees of I 24.88 crore paid by the Company to
the State Government for the crop years 2008-13, FCI reimbursed I 18.86
crore only. While admitting the facts, Management stated (October 2013) that
matter in this regard was taken up with GOI. However, in accordance with
instructions of GOI, this was not reimbursable by FCI. To bridge this gap, the
Company should have approached the State Government either to reduce its
rate of guarantee fee or to restrict it to the extent of reimbursement from FCIL.

. The guarantee fee is paid to the State Government at the time of
procurement of paddy and availing of the CC. FCI reimburses the guarantee
fee after the stock of rice are actually delivered by the Company to FCIL. For
the intervening period, there is no provision to compensate the Company for
interest paid on CC availed on account of guarantee fee. We observed that the
Company had not taken up the matter with GOI through State Government to
compensate the loss of interest for the intervening period.

. During the scrutiny of five selected district offices it was noticed that in
four’ district offices, there were instances of non/short reimbursement ot
guarantee fee amounting to I 2.26 crore for the crop years 2008-09 to 2012-
13. On being pointed out (May 2013), the district office Patiala raised bill of
guarantee fee amounting to I 27.95 lakh during August 2013 for crop year
2011-12 for rice delivered upto 31 March 2012 after a delay of 15 months.
Non/short reimbursement and delayed raising of claim of guarantee fee
resulted into loss of interest amounting to I 23.49 lakh. This shows
inadequacy of internal control to assure timely raising and proper follow up of
the claims lodged with FCI.

Management admitted (September 2013) that reimbursement of I 2.26 crore
was still pending.

Excess purchase of gunny bags

2.1.10 Accounting Manual of Punjab State Civil Supplies Corporation
Limited inter alia provided that while indenting for the supply of gunnies it
may be ensured that the funds of the Company are not blocked for
unnecessary period.

Department of Food, Civil Supplies and Consumer Affairs, Punjab directed
(June 2010) the heads of all State Foodgrains Procuring Agencies not to effect
the recovery from the millers on account of gunuy bags left sutplus with the
millers after milling of paddy into rice and to take the custody of these surplus
gunny bags and use the same during procurement for Kharif Marketing Season
(KMS) 2010-11. Consequent to these instructions, the Company had balance
of 0.33 lakh bales ol once used gunny bags. There were no Government

5 Patiala (2010-12), Moga (2011-12), Gurdaspur (2008-09) and Sangrur (2009-13).
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instructions for use of such once used gunny bags for KMS 2011-12. The
Company without secking any clarifications about once used gunny bales
placed an indent for 1.76 lakh new gunny bales during May 2011 for KMS
2011-12 which was enhanced to 1.81 lakh bales during July 2011. However,
the Company requested (July 2011) the State Government to seek clarification
from the GOI regarding use of once used gunny bags for KMS 2011-12. The
GOI permitted (October 2011) to use once used gunny bags for procurement
of paddy during KMS 2011-12 also. Audit observed that in order to ascertain
the actual requirement and to avoid excess purchase of gunny bales, the
Company should have sought this clarification before placing indent for the
purchase of gunny bags. The Company received 1.80 lakh gunny bales against
the indent. During the KMS 2011-12, 1.62 lakh gunny bales were used for
procurement of paddy (1.29 lakh new gunny bales and 0.33 lakh once used
gunny bales) leaving surplus of 0.56 lakh® new gunny bales valued at T 126.45
crore which were used during Rabi Procurement Season 2012-13. This failure
of the Company to seek the clarification regarding use of once used gunny
bales before placing of indent resulted in excess purchase of new gunnies to
the extent of 0.33 lakh bales resulting in blockade of ¥ 74.81 crore for at least
five months (August 2011 to December 2011) till the time for placing of
indent for Rabi Procurement Season in January 2012 and consequential loss of
interest of ¥ 4.05 crore (calculated at the CC rate of 13 per cent per annum).

Management stated (October 2013) that it had requested (August 2010) the
State Government for seeking clarification from GOI regarding use of once
used gunny bags during KMS 2010-11 for which permission was received
from GOI in October 2011 and by that time indented quantity of gunny bales
was received. Reply of the management is not acceptable as there was no need
to seek clarification for KMS 2010-11 as the State Government had already
issued (June 2010) instructions in this regard.

Transportation of paddy

Non recovery of transportation charges

2.1.11 While fixing the rates of custom milled rice (CMR) for the crop years
2008-2013 by GOI, separate rates of transportation charges within eight Kms
were not fixed as these were included in the milling charges. Audit scrutiny
showed that for transportation of paddy from purchase centres to rice mills
within eight Kms, expenditure of ¥ 51.94 crore was incurred by five selected
district offices of the Company for crop years 2008-13. The Company,
however, did not recover this amount from the millers at the time of settling
their accounts. Resultantly, this resulted in loss of I 51.94 crore to the
Company.

Management stated (October 2013) that claims for transportation charges
incurred on transportation of paddy within 8 Kms are included in the

8 Opening balance of 0.33 lakh of once used gunny bales + 0.06 lakh gunny bales + 1.80

lakh new gunny bales received against the indent - 0.01 lakh gunny bales transferred
to other agencies - 1.62 lakh gunny bales used for procurement ot paddy.
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incidental charges pending for settlement with GOI. The reply is not
acceptable as in a meeting held (July 2013) GOI reiterated its orders that
expenditure for transportation of paddy from purchase centre/mandi to mills
and also delivery of rice to FCI godowns upto 8 Kins was to be borne by
millers as this was inbuilt in the rates itself.

Raising of claims for transportation charges without requisite documents

2.1.12 State agencies were required to produce audited certified
document/vouchers which could prove that the State agencies had actually
paid the transportation charges. Audit scrutiny of the records in five selected
district offices showed that the Company incurred an expenditure of ¥ 57.10
crore on transportation of 20.27 lakh MTs of paddy beyond eight KMs during
the crop years 2008-09 to 2012-13. Transportation charges were paid to the
transporters immediately after shifting of paddy from the mandis to the
millers’ premises. However, the claims of transportation charges were raised
(March 2009 to March 2013) with FCI after delays ranging from three to 57
months without requisite certified documents. As a result, the district offices
of FCI did not release any payment there against (September 2013).

Raising claims without required certificates resulted in non recovery of
transportation charges of ¥ 57.10 crore as well as irrecoverable loss of interest
% 16.97 crore (upto September 2013).

Management in admitting the facts assured (September 2013) for remedial
action against delayed raising of claims.

Non-recovery of service tax

2.1.13 Service Tax on payment of transportation charges was imposed with
effect from January 2005 in pursuance of GOl notification (December 2004).
Accordingly, district offices of the Company started to pay service tax to the
taxation authorities. As per this Service Tax netification, the person making
payment towards freight would be liable to pay the service tax, in case the
consignor or the consignee of the goods transported was Company/
Corporation established by or under the Companies Act or any law. As such
service tax paid on transportation was required to be recovered from the
transporters.

Scrutiny of the records of four selected districts showed that the service tax
amounting to ¥ 55.48 lakh paid on the transportation of paddy during the years
2008-09 and 2009-10 remained unrecovered from the transporters.

Management stated (October 2013) that matter has been referred Lo State
Government for getting the needful done at the time of finalisation of rates of
incidentals by GOI/FCI. However, district office Patiala, had recovered the
service tax from the transporters.

Service tax on transportation charges was abolished after 2009-10.
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Storage and Milling of Paddy

Storage of paddy in own custody

2.1.14 Milling policy of each Kharif Marketing Season (KMS) envisaged that
storage of paddy in own custody by procuring agencies should be to the
minimum extent. Milling of paddy was to be got done at the earliest and the
responsibility for maintaining the quality and quantity of paddy stored vested
with the staff concerned.

Audit scrutiny showed that Company stored during KMS 2009-10, 7,891 MT
paddy valuing ¥ 10.24 crore in own custody in Faridkot, Mukatsar, Bathinda
and Moga district despite having sufficient (41,929 MT) storage capacity with
allotted millers. The district offices failed to get them milled till expiry of
extended date (15 July 2011). The  Company  realised
% 4.43 crore on sale of 6,916 MT paddy as 975 MT paddy was found short at
the time of sale. Thus due to non-milling of paddy stored in own custody, the
Company had suffered a loss of X 5.81 crore (X 4.54 crore on account of
disposal of paddy and X 1.27 crore on account of shortage of paddy).

Management stated (October 2013) that PAU 201 variety of paddy was sown
by the farmers first time in Punjab and Government allowed to purchase this
variety of paddy. Since this variety of paddy contained excessive contents of
damaged and discolored grains, millers were reluctant to store it. Reply of the
management is not convincing as State Governiment had allowed the purchase
of this variety of paddy, they should have been approached to compensate the
loss.

Milling of paddy

2.1.15 The paddy procured from mandis is stored in the premises of millers
under joint custody. Custom Milling Policy of the State Government for each
crop year and standard terms of agreement between the rice millers and the
Company, inter alia, provided that rice millers would deliver the custom
milled rice to FCI within the stipulated / extended period.

The following table gives details of the paddy procured, rice due and rice
delivered during the crop years 2008-13:
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Table 2.1.4
(Quantity in lakh MT and percentage in brackets)
Particulars 2008-09 2009-10 2010-11 2011-12 2012-13 Total
Paddy procured 27.16 31.68 30.07 28.38 29.11 146.40
and stored
Rice due 18.20 21.23 20.15 19.01 19.50 98.09
Rice delivered 18.12 20.81 19.72 18.41 18.70 95.76
(99.56) (98.02) (97.87) (96.84) (95.90) | (97.63)
Rice not delivered 0.08 0.42 0.43 0.60 0.80 2.33
(0.44) (1.98) (2.13) (3.16) (4.10) (2.37)
Rate of rice per 16,893.50 18,798.20 19,089.50 20,675.30 23,284.20
MT )
Value of rice not 13.51 78.95 82.08 124.05 186.27 | 484.86
delivered
® in crore)
Stipulated dates® 31 March 31 March 31 March 30 June 31 March
2009 2010 2011 2012 2013
Dates of extended 31 July 15 July 2011 30 June 31 30
period” (No. of 2010 (15.5 months) 2012 December | September
months) (16 months) (15 months) 2012 2013
(6 months) | (6 months)

The above table shows that as against 98.09 lakh MT of rice due, the millers
delivered 95.76 lakh MT.

During crop years 2008-13, weighted average period of delivery of rice was
18 months for 2008-09, 17 months for 2009-10 and 2010-11, 9 months for
2011-12 and 7 months for 2012-13. Though weighted average period
decreased from 18 months in 2008-09 to seven months in 2012-13, yet it was
very much higher than the weighted average period of two months allowed by
GOI. Further, percentage of undelivered rice increased (rom 0.44 per cent in
2008-09 to 4.10 per cent in 2012-13. Thus, failure of the Company to get the
paddy milled within stipulated period resulted in loss of interest, custody and
maintenance charges of ¥ 1,432.28 crore (interest: ¥ 1,213.73 crore and
custody and maintenance charges: ¥ 218.55 crore) during crop years 2008-13
reflecting extremely poor efficiency.

Management while admitting the facts stated (October 2013) that best efforts
were made to recover the due rice from the millers within the stipulated time
period/extended period. Reply of the Company is not convincing. Upto KMS
2007-08, in case of failure of the millers to adhere to schedules prescribed in
Custom Milling Policies and Draft Agreements with the millers, there was a
provision of payment of penal interest at the rate of 12 per cent of the cost of
short delivery of rice. When the State Government dispensed with (June 2009
and October 2010) this clause for KMS 2008-09 and 2010-11 and did not
incorporate (September 2011) this clause in custom milling policy for 2011-
12, the Company should have taken up the matter with the State Government

Stipulated dates as per custom milling policy of the State Government.

Reasons gn the basis of which the State Government requested GOI to extend the
stipulated dates of delivery of rice were not made available to Audit.
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for making a provision of compensation in lieu of waiver of interest for the
extended/delayed period of milling of paddy. However, the Company did not
initiate any action in this regard. Further, the Company also did not initiate
any action to recover the penal interest from the millers for delayed milling of
paddy/delivery of rice for KMSs 2009-10 and 2012-13 in spite of a provision
of penal interest in this regard in the custom milling policy of those years.

Inadequate system of physical verification and its effects

2.1.16 The paddy stored in the premises of the millers remains in the joint
custody of the millers and the Company. Both the parties are responsible for
maintaining the quality and quantity of the paddy stored. As per Custom
Milling Policy (CMP), physical verifications (PVs) of paddy stored with the
millers were required to be conducted on fortnightly basis by the officials of
the Company.

Audit scrutiny showed that fortnightly PVs of the paddy/rice lying with the
millers had not been conducted by the Company during crop years 2008-12,
PVs were being conducted randomly on six monthly basis. However, these
were also not conducted with due diligence. During special physical
verification of stocks of paddy conducted during March 2012 to July 2012 in
13 rice mills, shortage of 7.21 lakh bags of paddy in 12 rice mills was noticed.
But six monthly PVs conducted by the Company during February and March
2012 in respect of eight rice mills had not shown any shortage and in respect
of four rice mills PVs were not conducted. The loss on account of special PV
shortages worked out to ¥ 35.04 crore. However, no action was initiated for
shortages against the defaulting officers/officials.

During 2012-13, the Company has started conducting PVs on fortnightly
basis. In test check of records in selected district offices for the crop year
2012-13 it has, however, been observed that the Company had conducted only
47.4 per cent fortnightly PVs.

2.1.17 Audit scrutiny showed that 1.95 lakh MT of paddy of crop years 2008-
09 to 2011-12 was stored with 54 millers in Patiala, Ludhiana, Gurdaspur and
Sangrur districts as per details given in Annexure-5. The millers short
delivered/misappropriated 0.62 lakh MT of rice valued at I 148.63 crore
during above crop years. The total amount recoverable from the millers on
account of short delivered/misappropriated rice, cost of gunnies and other
recoveties (after adjustment of amount deposited by millers and milling
charges payable to them) worked out to X 149.94 crore.

The Company failed to conduct PVs of paddy stocks on fortnightly basis in
accordance with the Custom Milling Policy. While FIRs were lodged in 9
cases'’ | in 45 cases involving misappropriation of 0.43 lakh MT rice valuing

X 104.34 crore, no FIRs were filed.

The Company did not ensure timely milling of paddy and delivery of rice to
FCI. No action was taken against officials for shortages noticed. Management

10 Q1. No. 1,2,9, 17, 20, 24, 26, 29 and 31 of Annexure-5
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admitted the facts and stated (September 2013) that fortnightly PVs could not
be conducted due to paucity of staff. Action against defaulter millers and
delinquent officials/officers is being initiated.

Arbitration cases

2.1.18 As per the terms of the agreements with the millers, all disputes were to
be referred to the sole arbitrator i.e. Managing Director of the Company or any
other person appointed by him. Award of the arbitrator of the Company would
be final and binding on both the parties. The Company, however, has not fixed
any time limit for deciding these cases at the first stage of arbitration. As on 31
March 2013, the Company was pursuing 780 arbitration cases involving
3 565.53 crore, on account of shortage of paddy/short delivery of rice by millers
since 1992-93, out of which 61 arbitration cases involving I 222.24 crore
pertains to the period 2008-09 to 2011-12.

Management stated (October 2013) that pending arbitration cases are being
pursued by the Company for the recovery of amount from millers.

Delivery of rice to FCI

Delayed raising of sale bills of rice

2.1.19 Custom Milling Policy stated that it will be the responsibility of the
miller to supply “Acceptance Note”, weight check memo and all other relevant
documents to the concerned agency within seven days of delivery of rice for
claiming payments from FCI, failing which the release orders for due quantity
of paddy shall not be issued. There is no enabling provision in the agreements
entered with the millers for recovery of interest in case dispatch documents are
not submitted within seven days by the millers. On the other hand, instructions
issued (May 1994) by the Company stated that the dispatch documents were
required to be submitted to district office within ten days (including above
mentioned 7 days) of the delivery of rice for raising of sale bills on FCI,
failing which the loss of interest occurred to the Company on account of
delayed submission of dispatch documents, will be recovered from Inspector-
in-charge and supervisory staff including DM proportionately.

Audit scrutiny of sale bills of rice in respect of five selected district offices for
the crop years 2008-09 to 2012-13, showed that the Company had not
maintained the records showing the date of submission of dispatch documents
by the millers and receipt of dispatch documents in district offices.
Resultantly, responsibility for delays by millers or field staff could not be
ascertained. The Company raised the sale bills of rice in consolidated tform
after delays of upto 337 days (after allowing a margin of ten days after the
date of delivery of last consignment of rice) in 980 sale bills out of 2,611 sale
bills reviewed. Delayed raising of sale bills has resulted in loss of interest
amounting to I 1.87 crore for the years 2008-09 to 2012-13. The Company
had to bear avoidable extra payment of interest on CC availed on the amount
locked up due to delayed raising of bills on FCL. The Company had neither
identified reasons for delayed raising of bills nor made good the loss by
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recovery from the defaulter officials/ millers. This shows lack of internal
control.

Management while admitting the facts stated (September 2013) that system
will be streamlined and the cases ol delay are being investigated.

Incorrect raising of sale bills

2.1.20 FCI decided (October 2011) that till the receipt of rates of CMR for
KMS 2011-12, the payment may be made to state agencies at the rate of 90
per cent of the rates of CMR for KMS 2010-11. GOI issued provisional rates
of CMR for the KMS 2011-12 on 21 December 2011 and the Company,
circulated these rates to its district offices on 30 December 2011. After receipt
of rates, the district offices were required to raise bills of rice immediately as
per these provisional rates to avoid loss of interest.

It was, however, noticed that district office Patiala, Moga and Ludhiana raised
(January 2012 to March 2012) bills at the rate of KMS 2010-11 even after the
receipt of rates of KMS 2011-12 i.e. less by X 158.88 per quintal. FCI released
(January 2012 to May 2012) 90 per cent payment for the rice delivered and
withheld 10 per cent payment as per instruction. The district offices raised
(February 2012 to April 2012) supplementary bills and received (February
2012 to May 2012) payments thereagainst from FCI as per details given
below:

Table 2.1.5
(Amount: X in crore)

District Supplementary Bills raised Amount Amount
Office (February 2012 to April 2012) received outstanding

On On account | Total from FCI

account of 10 per | Amount | (February

of cent 2012 to

difference | payment May 2012)

of rates withheld
Patiala 4.69 5.85 10.54 8.55 1.99
Moga 10.31 13.26 23.57 13.26 10.31
Ludhiana 2.40 2.13 4.53 4.53 Nil
Total 17.40 21.24 38.64 26.34 12.30

Raising of bills at the rates of KMS 2010-11 instead of provisional rates of
KMS 2011-12 and delayed/non-release of differential amounts resulted in loss
of interest of ¥ 2.00 crore (Patiala ¥ 0.40 crore, Moga ¥ 1.53 crore and
Ludhiana X 0.07 crore).

Management while admitting the facts assured (September 2013) that
necessary instructions are being issued to the field staff to raise the sale bills
correctly and timely.

In addition to the above Districts office Patiala claimed (January 2013) cost of
5,105 MT of rice at X 2,016.20 per quintal instead of X 2,061.32 per quintal
resulting in short recovery of cost of rice to the extent of I 24.18 lakh and
consequential loss of interest of X 1.23 lakh thereon and District office Moga
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has not claimed gunny bags depreciation while claiming cost of 2.40 lakh MT
rice delivered to FCI for crop years 2011-12 and 2012-13. This has resulted in
non-recovery of X 7.79 crore and consequential loss of interest thereon.

This shows deticiency in the internal control processes.

Management stated (October 2013) that FCI do not accept the bills until and
unless these are prepared on net payment basis i.e. after depreciation of
gunnies and other deductions etc. Reply of the management is not acceptable
as other selected district offices were raising claims at full rate of rice.

Delay in claiming reimbursement of bonus

2.1.21 FCI reimburses the State procurement agencies the MSP, bonus and
other incidentals as per the provisional/final rates conveyed by the GOI for
each Kharif Marketing Season (KMS). The provisional rates of CMR for the
KMS 2009-10" included incentive bonus of ¥ 74.63 and interest on bonus of
% 1.40 per quintal to be made on production of documentary evidence of
payment thereof to the farmers.

During scrutiny of five selected district offices of the Company, it was
observed that the bills for reimbursement of bonus of ¥ 75.56 crore were
raised (April 2010 to December 2011) with delays ranging from 3 to 597 days
for crop year 2009-2010 resulting in loss of interest of ¥ 4.56 crore. The
management stated (October 2013) that there has been only procedural delay
in raising of bills of bonus with FCI. Reply is not acceptable as the procedural
delay observed were upto 597 days.

Short reimbursement of Value Added Tax on sale of rice from FCI

2.1.22 Punjab Government increased (April 2011) VAT on wheat and paddy
to five per cent. But GOI while issuing the provisional rates for CMR in
December 2011 and November 2012 provided for the payment of VAT
maximum up to four per cent of MSP. During scrutiny of records of five
selected district offices of the Company, it was observed that these district
oftices received VAT of X 134.33 crore at the rate of four per cent ot MSP
from FCI instead of ¥ 171.76 crore at the rate of five per cent which was
actually paid to State tax authorities, resulting in short reimbursement of VAT
of ¥ 37.43 crore. The State Government took up (November 2012) this matter
with GOI on which decision was awaited (October 2013).

Short reimbursement of cost of gunny bags

2.1.23 As per the prevailing custom milling policy/agreements entered into
with the millers, the outturn ratio'? is 67 per cent for raw rice. Paddy and rice
are being filled in 50 kg bags. Paddy being lighter in weight and larger in
volume than rice, only 35 kg paddy can be filled in a bag as against 50 kg of

u Bonus was not declared by GOI for KMS 2010-11 to 2012-13
2 Qutturn ratio: ratio that the resultant rice bears to the paddy.
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rice. Resultantly, 46.9" per cent gunny bags are delivered to FCI along with
the rice and remaining 53.1 per cent gunny bags were with the millers for
which 60 per cent (in the form of depreciation) is recoverable from the millers
and 40 per cent is recoverable trom FCI.

Audit noticed that for the crop years 2008-13, GOI fixed the rates of raw rice
including element of depreciation on bags which represented 40 per cent of
those bags which were delivered (46.9 per cent) to FCI and not those which
remained (53.1 per cent) with the millers. Inclusion of depreciation in the rates
of rice on less quantity of gunny bags resulted in short reimbursement of
% 35.04 crore during 2008-13. The State Government on behalf of the
procurement agencies in the State had taken up the matter with GOI in June
2012 and July 2013 on which decision was awaited (October 2013).

While admitting the facts management stated (October 2013) that matter has
been taken up with the GOI/State Governiment.

Excess use of gunny bags

2.1.24 The rates fixed by GOI for a quintal of rice included the cost of two
gunny bags of 50 kg each. Accordingly, the Company was getting cost of two
gunny bags for each quintal of rice delivered to FCI. Test check of records
showed that in two district offices (Ludhiana and Ferozepur) the millers used
271.29 lakh bags for delivery of 13.51 lakh MT of rice during 2008-13 as
against the required quantity of 270.25 lakh bags. Thus, the millers used 1.04
lakh gunny bags valuing X 34.42 lakh in excess of requirement. The Company
neither analysed the reason for excess usage of gunny bags nor recovered its
cost from the millers. It resulted in financial loss of ¥ 34.42 lakh to the
Company.

Management stated (October 2013) that the cost of excess gunny bags used by
the millers at the time of delivery of rice to FCI is recovered/debited to
millers'account. Reply is not acceptable as in Ludhiana and Ferozepur district
offices, the millers account have been finalised without including the etfect of
excess gunny bags used.

Non-claiming of interest on the cost of gunny bags

2.1.25 While fixing the rates of CMR for the Kharif Marketing Seasons
(KMS) 2010-11, 2011-12 and 2012-13, GOI allowed the cost of gunny bags at
the rate 0f< 39.07,% 42.11 and T 35.43 respectively. Actual landed cost of bag
was more (X 39.67,% 43.73 and X 37.37) than the rates approved by GOI.
While including interest on amount invested in procurement of paddy in the
rates of CMR, the GOI, however, did not include the interest element on the
amount invested by procuring agencies in the procurement of gunny bags
utilised upto the delivery of rice to FCI which was also an element of cost and
remained locked up. Since the average stock holding period of paddy as per
delivery schedule given to the millers was 3.25 months for 2010-11, 5.30
months for 2011-12, 2.85 months for 2012-13, non-inclusion of interest

Y 35%(67/100)*(1/50)
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element on the cost of gunny bags in the rates of CMR resulted in loss of
¥ 35.29 crore to the Company.

While admitting the facts management stated (October 2013) that the matter
for inclusion of interest on gunnies in incidental charges has been taken up
with the GOI/FCI at the level of State Government.

Non-claiming of interest on delayed payments from FCI

2.1.26 In terms of instructions issued (December 1970) by FCI and reiterated
by GOI from time to time, payments for the rice supplied were to be made by
FCI within 24 hours of presentation of the sale bills. F&SD also conveyed
(December 2001) instructions of the GOI under which FCI was liable to pay
interest at bank rate in case of delay in release of payment beyond the
prescribed period.

Scrutiny of records of five selected district offices of the Company showed
that the district offices received payments of sale bills from FCI after delay
ranging from 1 to 331 days resulting in loss of interest of X 8.10 crore for the
crop years 2008-13 for which no claim was raised on FCI. It was further
observed that district office Moga (2011-13) and Patiala (2012-13) has not
maintained record for receipt of payments in respect of these crop years due to
which interest loss could not be worked out in audit.

Management stated (September 2013) that bills for interest on delayed
payments were raised with FCI at district office level but FCI straightway
rejected the interest claims on the ground that there are no instructions for
payment of interest on delayed payments. Managing Director assured to take
up the matter at his level.

Delayed raising of supplementary bill

2.1.27 Scrutiny of records of district office Gurdaspur showed that the district
office raised (July 2010 to April 2011) supplementary bills against FCI for
withheld amount of I 14.27 crore from the sale bills of rice for the crop year
2008-09 and 2009-2010 on account of cost of gunny bags and statutory
charges after a delay of 22 to 501 days resulting into loss of interest amounting
to I 1.11 crore. Reason for the delayed raising of bills had not been
investigated by the Management.

Management stated (October 2013) that responsibility for delayed raising of
bills is being investigated.

Deductions made by FCI from sale bills of rice

2.1.28 Scrutiny of records of four district offices (Moga, Ludhiana, Gurdaspur
and Sangrutr) for the crop years 2008-12 showed that FCI had deducted
amount of T 17.84 crore from sale bills of rice (X 12.14 crore on account of
recovery of wheat, gunny depreciation, quality cut, audit recovery, differential
amount etc. and I 5.70 crore without assigning any reason). The Company has
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not initiated any action to recover these amounts from FCl/millers. Records
regarding payments for the crop year 2012-13 were not maintained.

Management stated (October 2013) that action to recover the deducted amount
has been initiated at district level.

Payments on account of beyond the rejection limit rice

2.1.29 (i) FCI issued (April 2011) a recovery notice to District Manager,
PUNSUP, Moga requesting to deposit X 15.02 crore against rejection of rice
beyond limit (BRL) supplied by rice mills during 2004-05, pertaining to five
centres of district office. FCI deducted (May 2012) X 15.02 crore on this
account from sale bill of rice (X 12.38 crore) and wheat (X 2.64 crore).
However, FCI prepared revised claim for recovery amounting to X 12.51 crore
from millers. Out of this, an amount of ¥ 2.78 crore were recovered by the
Company from defaulter millers and the balance is still to be recovered. A
supplementary bill for the excess recovery of ¥ 2.51 crore X 15.02 - 12.51)
made by FCI was raised (October 2012) on FCI, the payment of which is still
awaited (March 2013). This has resulted in non- recovery of I 12.24 crore
(X 9.73 crore from the millers and ¥ 2.51 crore from FCI) and consequential
loss of interest thereon to the Company.

ii) Records maintained at two district offices i.e. Ludhiana and Mansa
showed 2,966 MT rice delivered by 17 rice millers were not conforming to the
specifications. Out of this stock, 87 MT rice was delivered against levy share
by district office Ludhiana. FCI directed the millers to replace balance stock of
2,879 MT rice (Ludhiana: 681 MT and Mansa: 2,198 MT). But, the millers did
not come forward to replace the stock. The district offices did not pursue the
matter vigorously and failed to recover an amount of ¥ 5.29 crore from
defaulter millers. This has resulted in non-recovery of ¥ 5.29 crore and
consequential loss of interest thereon to the Company.

Management stated (September 2013) that notices have been issued to the rice
millers for depositing the amount on account of rice not found conforming to
the specifications.

Non-recovery from the millers

2.1.30 Review of the record of tive selected district offices has showed that
the district offices have not recovered an amount of X 5.39 crore for the crop
years 2008-09 to 2011-12 from 121 millers though their accounts have been
finalised. Further, it was noticed that the Company has not fixed any time limit
for the finalisation of millers accounts after the expiry of extended period of
delivery of rice. The district offices Ludhiana and Patiala has not finalised
117" miller accounts for the crop year 2008-09 to 2010-11 and for 2011-12 all
accounts (420 number) are yet to be finalised by four" districts though the
extended delivery period of rice for the crop years 2008-09 to 2011-12 has
since been expired on 31 July 2010, 15 July 2011, 30 June 2012 and 31

14 Ludhiana: 82 accounts for 2008-11 and Patiala: 35 accounts for 2010-11
Y Patiala, Ludhiana, Gurdaspur and Moga
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December 2012 respectively. Non recovery of X 5.39 crore, for the crop years
2008-09 to 2011-12, resulted into loss of interest of I 0.82 crore to the
Company.

Management stated (September 2013) that legal notices have been issued to
millers and lists of defaulted millers has been sent to the concerned District
Food & Supply Controllers for not allotting these rice millers for milling of
paddy of KMS 2013-14. Management also assured to fix time limit for
finalisation of millers' accounts after the expiry of extended period of delivery
of rice.

Internal Control and Internal Audit

Internal Control

2.1.31 Internal control is a tool for etficient and effective management of the
Company. The Company has not updated its Accounting Manual since 1980-
81. The internal control system in Company in relation to the activities
covered in the performance audit was found to be deficient because it lacked a
reliable mechanism to ensure:

> Milling of paddy and delivery of rice by the millers to FCI within the
stipulated period;

» Timely raising of sale bills and recovery thereof from FCI;

v

Maintenance of consolidated records to show quantity of rice delivered
within the stipulated period, extended period or thereafter;

Timely physical verification of paddy stocks;

Timely raising of differential claims;

Raising of interest claims for delayed payments received from FCI,
Timely finalisation of millers accounts;

Preparation of activity wise working results; and

vV V V V V V¥V

Rendition of information to the Management regarding raising of sale
bills against date wise rice delivered, raising of guarantee fees claims,
and pending arbitration cases.

Internal Audit

2.1.32 The State Government had emphasised in July 1977 the need for a
properly conceived and effectively implemented system of internal audit as it
was an essential aid for effective financial management of public enterprises.
However, it was noticed in Audit that there was no internal audit system in the
Company. In the absence thereof, deficiencies in the activities of procurement,
storage and custom milling of paddy were not being brought to the notice of
Board of Directors (BOD).
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Management stated (September 2013) that it is in the process of strengthening
MIS system and internal control system. Internal audit system is also being
introduced.

Conclusion

The performance of the Company with regard to procurement and
custom milling of paddy was sub-optimal. The Company could not utilise
CC limit availed for this purpose eftectively, efficiently and economically
as it failed to get the paddy milled and rice delivered to FCI within the
stipulated period. The Company took weighted average period from 18
months in 2008-09 to 7 months for 2012-13 against permissible weighted
average period of two months for delivery of rice. Consequently, it had to
bear huge expenses of interest, custody and maintenance charges.
Company has not fixed any time limit for deciding trade disputes in first
stage of arbitration. It was pursuing 780 number of arbitration cases
involving T 565.53 crores, some of them pending since 1992-93. The
Company failed to recover transportation charges from the millers and
also from FCI as per Scheme. Physical verification of paddy stocks was
not conducted at regular intervals to ensure the quantity and quality. Its
failure to submit the dispatch documents, prepare the sale bills and lodge
the claims with FCI within the stipulated period showed an ineffective
internal control system. There was no internal audit system in the
Company.

Recommendations

We recommend that:

> the Company in consultation with the State Government and FCI
evolve a mechanism to ensure that the paddy gets milled and rice
delivered by the millers to FCI within the stipulated period;

> the Company ensures physical verification of paddy stocks at
regular intervals;

> the Company considers fixing fix time limit for deciding trade
disputes in first stage of arbitration; and

> the Company may set up internal audit system in the Company at
the earliest.

The matter was reported to the Government (September 2013), their replies
were awaited (November 2013).
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‘ Punjab State Power Corporation Limited

‘ 2.2 Fuel management in power generating stations

Executive Summary

Punjab State Power Corporation Limited (Company) operates three coal based
thermal power stations Guru Gobind Singh Super Thermal Plant (GGSSTP) at
Roopnagar (1260 MW), Guru Hargobind Thermal Plant (GHTP) at Lehra
Mohabbat (920 MW) and Guru Nanak Dev Thermal Plant (GNDTP) at
Bathinda (450 MW).

Fuel cost varied from 75 to 85 per cent of total generation cost in different
plants during 2008-13. Against linkage of 679.61 lakh MT, the Company
could secure receipt of 609.34 lakh MT of coal during 2008-13. Due to poor
linkage materialisation, the Company had to draw excess coal supplies over
and above the ACQ from other sources and had to pay (August 2010)
performance incentive of ¥ 9.14 crore on account thereof and failed to recover
compensation of X 115.44 crore for short delivery of coal.
(Paragraphs 2.2.7, 2.2.8.1 and 2.2.8.2)
The Company entered into contracts with washeries to get beneficiated coal.
In respect of the washeries, the Company failed to recover commitment
charges (X 13.19 crore), settle the issue of statutory levies (¥ 19.51 crore) and
address the deficiency in contracts with Washeries (X 2.02 crore).
(Paragraphs 2.2.9.1, 2.2.9.2 and 2.2.9.4)

Inadequacy of unloading infrastructure/ facilities at the three thermal power
stations resulted in avoidable payment of demurrage charges of X 56.75 crore
during 2008-13. No effective action was taken to recover underloading and
overloading charges of T 68.98 crore.

(Paragraphs 2.2.10.2 and 2.2.10.4)

Coal supply agreements were deticient regarding quality assurance - there was
no provision for consideration of grade slippage at the unloading end. The
actual consumption of coal was higher than the norms prescribed by PSERC.
The excess consumption was valued at ¥ 426.60 crore.

(Paragraphs 2.2.11 and 2.2.12)

Deficient financial management led to non-realisation of claims (X 43.41
crore) and release of injudicious advances to suppliers and service providers
(X 1.25 crore).

(Paragraphs 2.2.14.1 and 2.2.14.2)

Internal control system was found deficient — imbalances in materialisation of
coal linkages; non recovery of compensation claims/ sizing/ commitment
charges/ debtors etc. were noticed.

(Paragraph 2.2.15.1)
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Introduction

2.2.1 Fuel management assumes importance in financial terms as it
constitutes major component of the cost of the power generated. Hence,
minimisation of the transit losses and consumption of coal/fuel oil as per the
norins are the key drivers for eftective fuel management.

As part of the power sector reforms, the Punjab State Electricity Board was
unbundled with effect from 16 April 2010 into two distinct companies, the
Punjab State Power Corporation Limited and the Punjab State Transmission
Corporation Limited. The power generation activities of the erstwhile Board
were transferred to Punjab State Power Corporation Limited (Company). As
on 31 March 2013, the Company had installed capacity of 2,630 MW
comprising of three coal based thermal power slations (TPSs) viz. Guru
Gobind Singh Super Thermal Plant (GGSSTP) at Roopnagar (1,260 MW
capacity), Guru Hargobind Thermal Plant (GHTP) at Lehra Mohabbat (920
MW capacity) and Guru Nanak Dev Thermal Plant (GNDTP) at Bathinda
(450 MW capacity) in the State.

The three thermal Power Stations had incurred an expenditure of I 17,175.10
crore (Coal ¥ 16,953.71 crore and oil ¥ 221.39 crore) towards fuel cost
representing 81.07 per cent of lotal cost of generation of power (X 21,185.29
crore) during 2008-09 to 2012-13.

‘ Organisational set up

2.2.2 The overall activity of generation of power is vested with Director
(Generation) of the Company. The matters relating to procurement and
monitoring of coal movement are dealt by Director (Generation). At field
level, each thermal power station is headed by a Chief Engineer who functions
under the overall control and supervision of Director (Generation) and account
for the supply and consumption of fuel.

Audit objectives

2.2.3 The objectives of performance audit were to assess whether:

» planning, procurement and transportation of fuel was done
economically, efficiently and effectively excluding the formation of
the joint venture company — M/s. Panem Coal Mines Limited and the
contracting and supplies of coal from them;

> the contracts with the coal liaison agent were awarded/extended timely
to ensure and minimise the shortages of coal dispatched to thermal
power stations;

» the quantity and quality of fuel received was inspected as per the laid
down procedure and deviations were timely and adequately claimed
from the supplier coal companies;
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» the actual consumption of fuel was within the norms as fixed by
Punjab State Electricity Regulatory Commission (PSERC);

» an effective and efficient mechanism for inventory management exists
to ensure that inventory of coal and tuel oil was adequate and within
prescribed limits;

» an effective and efficient financial management system exists and
implemented; and

» internal control and internal audit system is commensurale with the
size and activities ol the Plant.

Scope of Audit and Methodology

2.2.4 The present Performance audit of "Fuel Management in power
generating stations" was conducted between January and June 2013 covering
the Company’s activities relating to assessment of requirement, procurement
excluding the contracting and supplies of coal from joint venture company -
M/s. Panem Coal Mines Limited, transportation, storage and efficiency in
consumption of fuel, quality assurance and financial management during the
period 2008-13. The Performance audit was based on examination of records
at the Company’s Head Oflice and all the three thermal power stations of
Company.

Audit followed the following mix of methodologies:
> Examination of agenda and minutes of Board of Directors meetings;

» Allotment of contracts/appointment of various agents, achievement of
targets/norms fixed;

» Records relating to procurement, receipt and consumption of fuel,
plant outage reports, fuel cost reports, coal and fuel efficiency reports;

and

» Issue of audit queries and interaction with the Management.

Audit Criteria

2.2.5 Sources of audit criteria are as follows:

> Guidelines issued by the Central Electricity  Authority
(CEA)/Electricity Act 2003/ PSERC;

> Norms of Consumption of Coal as fixed by PSERC;

> Provisions contained in agreements with coal companies, Railways,
transport agencies and other contractors/agents; and

» Norms for holding of inventory of coal and fuel oil.
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2.2.6 We explained the audit objectives and criteria to the Company during an
entry conference (March 2013) which was attended by the Director
(Generation) along with the Chief Engineers of all the three thermal power
plants. Subsequently, the audit findings were reported to the Management and
the State Government (September 2013) and discussed in exit conference held
on 3 December 2013. The Company replied to audit findings (November 2013).
The views expressed by Management have been considered while finalising
this performance audit report. The audit findings are discussed in the
succeeding paragraphs:

Fuel Management

2.2.7 Fuel cost is the major component of the total cost of the power
generation. Optimisation of the fuel cost through effective and efficient
planning for procurement and consumption is therefore necessary to generate
electricity al economical rates. The plant-wise cost of fuel and total generation
cost for the period 2008-13 is given below:

Table 2.2.1
(X in crore)
Particulars GGSSTP GHTP GNDTP | TOTAL

Cost of Coal 9,304.88 5,503.34 | 2,14549 | 16,953.71
Cost of Oil 87.54 49.54 84.31 221.39
Total fuel cost 9,392.42 5,552.88 | 2,229.80 | 17,175.10
Total generation cost 11,034.67 7,176.50 2,974.12 | 21,185.29
Percentage of fuel cost 85 77 75 81
to generation cost

Above table showed that fuel cost varied from 75 to 85 per cent of total
generation cost in different plants during the period covered under review.

Power generated, fixed and variable cost per unit of kWh of TPSs of the
Company during 2008-13 are given below:

Table 2.2.2
Name of Description 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13
Thermal
Plant

GGSSTP | Generation of 9,610.67 | 10,056.35 | 9,717.85 | 9,563.96 | 9,166.57
power (Million
units)
Fixed cost per 26.86 26.89 29.76 34.78 36.53
unit (paisa)
Variable cost per 175.43 187.63 193.26 202.63 235.68
unit (paisa)
Total cost per 202.29 214.52 223.02 237.41 272.21
unit (paisa)

GHTP Generation of 444192 | 6,042.26 | 6,833.09 | 7,621.26 | 7,215.02
power (Million
units)
Fixed cost per 40.57 34.60 50.88 46.27 58.46
unit (paisa)
Variable cost per 155.34 160.85 171.48 179.43 202.89
unit (paisa)
Total cost per 195.91 195.45 222.36 225.70 261.35
unit (paisa)
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GNDTP | Generation of 2,845.59 | 2,723.35 | 1,775.21 | 1,883.01 | 1,486.62
power (Million
units)
Fixed cost per 36.38 42.77 84.47 90.31 98.62

unit (paisa)
Variable cost per 190.72 200.90 223.06 228.77 249.50
unit (paisa)
Total cost per 227.10 243.67 307.53 319.08 348.12
unit (paisa)

Total
PSPCL | power (Million

Generation of 16,898.18 | 18,821.96 | 18,326.15 | 19,068.23 | 17,868.21

units)
Fixed cost per 32.07 31.67 42.94 44.86 50.55
unit (paisa)
Variable cost per 172.73 180.95 188.03 195.94 223.59
unit (paisa)
Total cost per 204.80 212.62 230.97 240.80 274.14
unit (paisa)

The variable costs for the Company are the cost of coal, cost of oil and other
fuel related expenses, cost of water, lubricants, consumables, etc. The variable
cost per unit for the Company across the three power plants was varying. [t
was 175.43 paise per unit in 2008-09 at GGSSTP, 155.34 paise at GHTP and
190.72 paise at GNDTP. It rose to 235.68 paise per unit at GGSSTP, 202.89
paise at GHTP and 249.50 paise at GNDTP in 2012-13. The overall variable
cost for the Company rose from 172.73 paisa to 223.59 paisa during the period
2008-13. The rise was 8 paise per unit for the first four years and was 28 paise
in the fifth year. The rise in the variable cost was mainly due to increase in
cost of coal. The variable cost per unit was always lowest at GHTP in
comparison to the other two plants. There was scope for improvement in this
area by effective monitoring of various elements of fuel cost.

Operating parameters i.e. availability factor, plant load factor (PLF) and heat
rate in respect of TPSs of the Company during 2008-13 are given below:

Table 2.2.3

SI. Particulars | 2008-09 | 2009-10 2010-11 2011-12 | 2012-13
No.
1 | Availability Factor (percentage)”
GNDTP Bathinda §9.20 83.90 58.60 91.53 86.42
GGSSTP Roopnagar 89.90 92.09 92.70 91.36 92.12
GHTP Lehra Mohabbat-I 96.90 94.50 90.30 96.55 93 .84
GHTP Lehra Mohabbat-T1 92.20 98.28 86.20 o o
2 | Plant Load Factor (percentage)’
GNDTP Bathinda 73.80 70.70 46.06 82.21 65.83
GGSSTP Roopnagar 87.10 91.11 88.04 86.41 83.05
GHTP Lehra Mohabbat-I 96.00 95.30 86.87 9431 39,53
GHTP Lehra Mohabbat-TT 90.80 98.03 83.04 ~ - o

I Plant availability means the ratio of actual hours of operation of the TPS to the maximum
possible hours available during a certain period.
2. Plant Load factor refers to the ratio between the actual generation and the maximum
possible generation at installed capacity.
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Heat rate prescribed by PSERC (kCal /kWh)’

GNDTP Bathinda 2,925.00 | 2,912.50 2,912.50 2,912.50 | 2,825.00
GGSSTP Roopnagar 2,500.00 | 2,500.00 2,500.00 2,500.00 | 2,500.00
GHTP Lehra Mohabbat 2,500.00 | 2,500.00 2,500.00 2,500.00 | 2,500.00
Actual heat rate (kCal /kWh)

GNDTP Bathinda 3,152.40 | 3,055.20 2.963.62 2914.47 | 2.810.64
GGSSTP Roopnagar 2,682.00 | 2,645.00 2,566.00 2,564.00 | 2,540.00
GHTP Lehra Mohabbat 2,459.00 | 2,421.00 2,417.00 2,402.00 | 2,324.00
Excess heat rate (kCal /kWh) (4-3)

GNDTP Bathinda 227.40 142.70 51.12 1.97 --
GGSSTP Roopnagar 182 145 66 64 40
GHTP Lehra Mohabbat -- - -- -- --
Fuel cost per kWh (paisa)

GGSSTP 172.38 183.01 190.49 199.83 232.70
GHTP 150.71 157.45 168.65 176.78 198.53
GNDTP 184.20 195.82 217.82 225.52 242.85

An inter-comparison between the TPSs of the Company showed that fuel cost
per unit of GHTP was lowest whereas fuel cost per kWh of GNDTP was
highest followed by GGSSTP. Audit observed that fuel cost per unit at
GNDTP was higher mainly due to lower plant load factor and excessive heat
rate. It was further observed that even after the Renovation and Modernisation
(R&M) of Stage-I (Unit-1 & Unit-1I) of GNDTP, completed in May 2007, the
envisaged norms of performance were not realised. Heat rate in case of
GGSSTP was also in excess of the norms.

‘ Procurement of coal

Coal arrangement

2.2.8 Upto March 2009 the Company was working out its coal requirements
on the basis of targets of generation fixed by CEA, maximum possible
generation on the basis of PLF of TPSs, overall specific coal consumption
{kg’kWh) for the TPSs and past coal consumption trends. The Company
conveyed the coal requirement so assessed to CEA for its recommendation on
the requirement of coal to Ministry of Coal for consideration in Standing
Linkage Committee (SLC) of the Ministry of Energy (MOE), Government of
India (GOT) to decide the source and quantity of coal to be supplied to TPSs on
quarterly basis. On the basis of linkage source approved by SLC, the erstwhile
Punjab State Electricity Board (hereinafter referred to as a Company) entered
into Fuel Supply Agreements (FSAs) with subsidiaries of Coal India Limited
(CIL) in January 1999, These agreements were valid upto March 2003. After
March 2003, no FSAs was renewed due to lack of consensus among coal
companies, CEA and power generation utilities on the issues of financial
bearing clauses viz. compensation for stones, penalty due to
overloading/underloading, payment for coal below grade “G” and payment
terms etc. Even though these agreements had expired, but coal was being

3 Heat rate means the heat energy input in kCal required to generate one kWh of electrical
energy in a thermal generating station.
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supplied upto March 2009 in spirit of these agreements. Consequently, lot of
disputes arose during April 2003 to March 2009 which were ultimately settled
through a package deal. The practice of coal supplies based upon the quarterly
allocation of coal by the SLC was discontinued and with effect from April
2009, coal supply to TPSs of the Company was started on annual contracted
quantity (ACQ) basis. Based upon past coal consumption trend of TPSs of the
Company, CEA assessed their annual requirement at 13.6 million tonnes. As
per coal matrix finalised by CIL in consultation with Ministry of Power
(MOP) & Ministry of Coal and CEA, the Company's TPSs had been allocated
only 6.6 million tonnes of ACQ from CIL subsidiaries. Remaining seven
million tonnes requirement was to be met from captive coal mine of the
Company at Pachwara.

The Company executed Coal Supply Agreements’ (CSAs) with CIL
subsidiaries, M/s. Bharat Coking Coal Limited (BCCL) (August 2009) for
ACQ of 10 lakh MT, M/s. South Eastern Coalfields Limited (SECL) (March
2010) tor ACQ of 10.05 lakh MT of coal to GGSSTP, Roopnagar and with
M/s. Central Coalfields Limited (CCL) (September 2009) for ACQ of 45.95
lakh MT supply of coal to all the three thermal plants (GGSSTP: 21.50 lakh
MT, GHTP: 13.50 lakh MT and GNDTP: 10.95 lakh MT). These agreements
were effective from April 2009 for 20 years.

Linkage materialisation

2.2.8.1 For optimum materialisation of monthly scheduled quantity (MSQ)
from CIL subsidiaries to the TPSs and minimisation of transit losses, the
Company had been availing of the services of a liaison agent firm, M/s Karam
Chand Thapar & Brothers Limited, New Delhi which was appointed
{December 2005) after inviting tenders and entering into tormal agreements
from time to time. Remuneration was payable for materialisation of linkages
of more than 90 per cent, while penalty was recoverable for failure to get
linkage below 90 per cent of the scheduled quantity. The position of source
wise coal linkages and actual coal received in respect of TPSs of the Company
during the 2008-13 is given in Annexure 6. Scrutiny of the Annexure showed
that receipt of coal was lower than the linkage quantity in all the years (except
for GGSSTP in 2009-10 and 2011-12) and percentage of linkage
materialisation decreased from 83.44 (2008-09) to 81.08 (2012-13). Against
linkage of 679.61 lakh MT, the Company could only secure receipt of 609.34
lakh MT of coal which constituted 89.66 per cent of allotted linkage during
the period under review. Linkage materialisation ranged between 90.90 to
126.99 per cent, 69.15 to 86.89 per cent and 48.86 to 91.95 per cent in case of
GGSSTP, GHTP and GNDTP respectively.

Despite entrusting the work of ensuring adequate linkage of coal to a liaison
agent and prescribing incentives for improving materialisation of linkage
beyond 90 per cent, actual receipt of coal was below the linkage and the
Company did not effectively address the lower materialisation of linkage with
effective follow up with Railways, Ministry of Coal and liaison agent etc. The

4 Fuel Supply agreements have now been termed as Coal Supply Agreements
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Company imposed and recovered penally of ¥ 2.48 crore on liaison agent
during 2008-13 for non-fulfillment of terms of contract.

Management while admitting the facts stated (November 2013) that linkage
could not be materialised fully due to law and order problems in mining areas
and production constraints with CCL.

The eftects of poor linkage materialisation are discussed below:

Non recovery of compensation for short delivery of coal

2.2.8.2 As per clause 3.6 of CSAs, if for a year, the level of delivery by the
seller or level of lifting by the purchaser falls below ACQ of the year, the
defaulting party was liable to pay compensation as per the following rates:

Table 2.2.4
Level of delivery/ level of lifting of coal in a year | Rate of compensation
Less than 100 per cent but upto 90 per cent of ACQ Nil
Below 90 per cent but upto 85 per cent of ACQ 10 per cent
Below 85 per cent but upto 80 per cent of ACQ 20 per cent
Below 80 per cent of ACQ 40 per cent

Further as per clause 3.12 ot CSAs, it the seller delivers coal to the purchaser
in excess of 90 per cent of the ACQ in a particular year (of course, with
mutual consent) the purchaser shall pay the seller performance incentive at
specified rates.

CCL supplied coal less than ACQ and the linkage materialisation ranged
between 33.03 and 84.33 per cent, 40.99 and 79.17 per cent and 18.88 and
97.34 per cent in case of GGSSTP, GHTP and GNDTP, respectively during
2009-13. Consequently, an amount of ¥ 103.72 crore became recoverable
from CCL by the Company. CCL, however, did not accept the claims for
compensation mainly on the ground of non supply of rakes by the Railways.
Railways, however, informed that lesser placement of rakes was due to
inadequacy of coal stock with CCL at the sidings due to which loading of
rakes took more time leading to delay in subsequent placement of rake as such
rakes could not be dispatched proportionate to the ACQ. The issue had not yet
been resolved so far (October 2013). The Company may consider to approach
the Standing Mechanism Committee set up to consider the inter PSU
issues/claims early.

During 2010-11 and 2011-12, SECL and BCCL had supplied less quantity of
coal than ACQ of the respective year and the linkage materialisation was
65.49 and 40.97 per cent (SECL) and 71.14 to 88.78 per cent (BCCL).
Consequently, an amount of ¥ 11.72 crore was recoverable from SECL and
BCCL. However, the Company has not initiated any etfective action to
recover the compensation from SECL and BCCL on account of short linkage
malerialisation.

Audit observed that due to poor linkage materialisation by CCL, GGSSTP had
to draw excess coal supplies over and above the ACQ from BCCL during
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2009-10 and had to pay (August 2010) performance incentive of X 9.14 crore
on account thereof.

Management while admitting the fact stated (November 2013) that the matter
has been taken up with CIL subsidiaries through reconciliation statement and a
Committee of Chief Engineers of TPSs, Financial Advisor and OSD/Coal
Management has been constituted by the Company to resolve the outstanding
disputed issues. Further developments were awaited.

Loss due to non execution of agreement

2.2.8.3 The Company executed (January 1999) Fuel Supply Agreements
(FSAs) valid upto March 2003 with CCL (Subsidiary of CIL) for supply of
coal to TPSs of the Company. As per clause 3.2.0 (Quality) of FSAs, no
lumpy coal i.e. oversized coal falling within 200-250 mm was to be supplied.
However, the Company had not executed any agreement with coal companies
from April 2003 to March 2009.

Audit noticed that GNDTP received the raw coal of size more than 200-250
mm  during the year 2008-09 against which GNDTP had paid sizing charges
of X 1.11 crore to CCL. In the absence of any FSA, GNDTP could not recover
these sizing charges from CCL.

Management while admitting the facts stated (November 2013) that due to non
availability of FSA, the sizing charges claims had to be withdrawn in the
comprehensive package deal in a bargain to get the claims of stone and
penalty on overloading settled from CCL. However, fact remained that the
Company could not recover sizing charges of X 1.11 crore in absence of any
fuel supply agreement.

Procurement of beneficiated (washed) coal

2.2.9 The process of washing raw coal of inferior quality at washery in order
to remove coal dust, stones and shells and cutting the coal into proper size is
called beneficiation.

As per the guidelines (September 1997) of the Ministry of Environment and
Forest (MOEF), GOI, the TPSs which were situated at distance of more than
1,000 Kms trom supply sources (i.e. Pit Heads), it was mandatory tor them to
use coal with ash contents less than 34 per cent.

In case of coal received from CIL sources with ash content more than 34 per
cent, the Company decided to get the coal washed and entered into contacts
with washeries to get the beneficiated (washed) coal. For E, F and G grade
coal with ash content more than 34 per cent supplied by CCL from their coal
mines of North Karanpura area in Jharkhand, the Company entered (August
2002) into a contract with M/s. Monnet Daniels Coal Washeries Private
Limited (Monnet) for setting up a washery of capacity of 3.5 million tons per
annum on Build-Own-Operate basis. The Company also placed work orders
{(December 2004, March 2008 and March 2011) on M/s. Aryan Coal
Beneficiations Private Limited (Aryan) for beneficiation (washing) of ‘F’
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grade raw coal with ash content more than 34 per cent supplied by SECL from
their Dipika/Gevera coal mines of Korba coalfields. These work orders were
initially for one year, however, extendable upto three years. Irregularities
noticed in the agreement/work orders with washeries are discussed in
succeeding paragraphs:

Non recovery of commitment charges

2.2.9.1 Monnet started its operations from October 2009. As per CSA, CCL
was to supply raw coal to Monnet through road mode on behalf of the
Company for beneficiation (washing) thereof. As per agreement with Monnet,
it was liable to pay commitment charges to the Company at the rates
prescribed in the agreement if they failed to lift/receive/transport raw coal
from CCL or load the beneficiated coal at least upto 80 per cent of the
monthly scheduled quantity (MSQ)/annual contracted quantity (ACQ) .

Audit noticed that Monnet started lifting the raw coal from October 2009,
however, it failed to lift the quantity as per MSQ/ACQ as materialisation of
ACQ ranged between 57 to 65 per cent during the years 2009-12 and an
amount of I 34.79 crore become recoverable on account of commitment
charges, shortages etc. as on March 2012, However after considering a sum of
% 21.60 crore payable to M/s Monnet on account of beneficiation charges net
amount recoverable worked out to X 13.19 crore as detailed below:

Table 2.2.5
® in crore)
Year Beneficiation | Amount recoverable on Net amount
charges account of commitment recoverable
payable charges, shortages etc.

2009-10 1.48 4.00 2.52
2010-11 9.81 16.83 7.02
2011-12 10.31 13.96 3.65
TOTAL 21.60 34.79 13.19

The Company had not initiated any action to recover accumulated amount of
% 13.19 crore from Monnet so far (October 2013). The Company has not made
any payment towards beneficiation charges since start of the washery because
the charges payable were less than amount recoverable. The Company replied
{October/November 2013) that due to non conductance of Performance
Guarantee (PG) Test of the washery, final decision on the payments/recoveries
including commitment charges could not taken so far and the amount was not
shown as recoverable in the accounts. These would be worked out and
recoveries affected only after the conductance of PG Test. The fact remains
that due to failure of the Company to conduct PG Test, ¥ 13.19 crore could not
be recovered from Monnet so far (October 2013).

Levy of value added tax instead of central sales tax on sale of coal

2.2.9.2 As per agreement, the Company was to make available the raw coal
from CCL to Monnet, who was responsible for lifting of raw coal and loading
the beneficiated coal into railway wagons for supply to Company's TPSs. Coal

44



Chapter 2 Performance Audit of Government Companies

bills were being raised by CCL on Company because the Company was the
purchaser of coal and not Monnet (the washery).

When the sale of coal was an interstate transaction, central sales tax (CST)
was payable. CCL was, however charging value added tax (VAT) on coal
supplied to Monnet for beneficiation on plea that since the washery rejects
from Monnet remained in Jharkhand, sale of coal could not be considered as
inter state transaction and hence VAT was payable. Consequently, the
Company had to bear additional burden of ¥ 19.51 crore on account of
payment of VAT instead of CST during 2009-13 as detailed below:

Table 2.2.6
 in crore)
Year Quantity of | Total cost | Rate of | VAT | CST due | Excess
coal lifted of coal VAT paid at the payment
by Monnet | including ( per rate of 2 | of VAT
(Lakh MT) VAT cent) per cent
2009-10 6.36 62.64 4] 241 1.21 1.20
2010-11 20.77 214.16 4| 824 4.12 4.12
1 April 2011 1.90 20.59 41 0.79 0.40 0.39
to
15 May 2011
16 May 2011 20.98 243.11 5| 11.58 4.63 6.95
to
31 March 2012
2012-13 21.54 239.54 511141 4.56 6.85
Total 19.51

It was noticed that as per Environmental clearance requirements (October
2008), Monnet was to use washery rejects for consumption in its thermal
power plant at Raigarh in Chhattisgarh. However, the Committees constituted
(October 2012 and July 2013) by the Company during their visit to coal
washery observed (October 2012 and August 2013) that rejects were being
collected in bunker. Ministry of Coal, GOI allowed (October 2013) Monnet to
dispose off the rejects from their washery as per the conditions for
Environmental clearance. From the above it could be inferred that Monnet
could not dispose off the rejects pending permission from MOC. As the
washed coal was transferred to the Company and washery rejects were not
disposed off within Jharkhand State and were to be used for consumption in
thermal power plant of Monnet at Raigarh in Chhattisgarh, the whole process
was an interstate transaction. Hence CST should have been charged instead of
VAT. However, the issue has not been resolved so far (October 2013).

Management replied (November 2013) that sincere efforts have been made in
this regard. The Company had taken up the matter with Commissioner of
Commercial Taxes, Jharkhand, and Ranchi to seek an authoritative
clarification in this regard. Inspite of repeated requests in March, August and
November 2011, however, no reply was received. The plea of the Company
was not convincing as the Company was not following up the matter since
November 2011. In view of huge financial implications involved, the
Company may like to follow up the matter with Commercial Tax Department
Jharkhand for a final decision in this regard through Government of Punjab.
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Defective agreement

2.2.9.3 As per work order placed (March 2008) on M/s Aryan (washery)
having coal beneficiation plant at Dipika of Korba coalfields, the beneficiation
charges were payable at the rate of ¥ 128 per MT which were firm for first
year of the work order. In case of extension in the period of work order after
one year, the beneficiation charges were to be revised on annual basis
according to all India Wholesale and Consumer Price Index prevailing during
the month of January of that year. Ministry of Coal, GOI allowed (January
2000) the washery for disposal of rejects from its coal beneficiation plant. As
per Work Order, a rebate (credit) for rejects from the washery at the rate of
% 15/- per MT of raw coal was to be obtained from the washery by the
Company.

The Company extended (February 2009) the period of work order for one year
i.e. from 25 February 2009 to 24 February 2010 at beneficiation charges of
% 135.68 per MT aud subsequently (February 2010) for another one year i.e.
from 25 February 2010 to 24 February 2011 at beneficiation charges of
% 151.96 per MT.

Audit observed that though Company at the time of extension of Work Order,
increased the rates of beneficiation charges but did not consider the
desirability to increase the rates of credit tor washery rejects even when the
rates of F grade coal supplied to the washery for beneficiation increased by
more than 10.5 per cent in 2009-10 as compared to the rates in 2008-09 i.e. at
the time of allotment of work order. The Company, though, taking notice of
the aberration carried out remedial action in the contracts entered into after
March 2011.

Avoidable financial loss

2.2.94 As per clause 8.2.2 (Sizing/ crushing charges) of CSA entered into
with SECL, if the coal was crushed by mechanical means for limiting the top
size to 250 mm or any other lower size by SECL, Company was to pay
sizing/crushing charges as applicable and notified by CIL from time to time.
As per the price notification (October 2009) of CIL, sizing charges were
payable at the rate of ¥ 39, X 61 and I 77 per tonne for the coal sized upto
200-250 mm, 100 mm and 50 mum, respectively.

M/s Aryan, the washery was to lift the raw coal by road mode from SECL of
the size varying from 100 mm to 250 mm as per the availability of coal at the
mine. The washery was to size the coal to 50 mm and wash/beneficiate the
coal irrespective of the size of raw coal lifted from SECL at fixed rate of
beneliciation charges.

It was noticed that SECL was supplying the raw coal of size 250 mm to the
washery and charging the sizing charges of ¥ 39 per MT. However, due to the
change in technology from August 2011, SECL started producing and
supplying the raw coal of size 100 mm to the washery. For this supply of coal,
SECL was charging sizing charges at the rate of ¥ 61 per MT i.e. X 22 more
than the sizing charges of coal sized 250 mm. SECL supplied 9.20 lakh MT
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of raw coal (100 mm size) to washery during the period from August 2011 to
March 2013.

Audit observed that the Company, however, did not explore the desirability of
issuing an amendment in the work order placed on the washery for reduction
in beneficiation charges in proportion to the size of the raw coal lifted from
SECL which resulted into avoidable financial loss of ¥ 2.02 crore and
extended undue benefit to washery due to extra sizing charges paid to SECL
on account of lifting of 100 mm sized coal.

Management assured in exit conference that audit recommendations will be
factored into the new tender which will be applicable from February 2014.

Transportation of fuel

2.2.10 The coal from different collieries of coal companies is transported
through railway wagons. The rate of freight is determined by the Railways.
Freight is a major component of cost of coal to the Company. The
transportation of coal through Railways includes the following risks:

» transit losses/shortages due to pilferages and theft which is direct loss
to the Company as neither coal company nor Railways reimburse the
transit loss.

» incidence of overloading charges, under-loading charges and blockage
of funds due to incidence of claims on this account.

» payment of demurrage if the wagons are not unloaded within
prescribed time limit.

Plant wise and year wise percentage of freight to total cost of coal and total
cost of generation is given in Annexure 7. Scrutiny of the .4dnnexure showed
that the percentage of freight cost to total coal cost ranged between 51.70 and
76.60 per cent during the period under review. Further, the percentage of
freight cost to total cost of generation ranged between 37.82 and 59.38 per
cent.

Transit loss of coal

2.2.10.1 Transit loss of coal represents difference between the billed quantity
and actual quantity of coal received. Coal is transported by Railways at
Company’s risk and neither the coal companies nor the Railways reimburse
the transit loss. Therefore, strict control on the transit loss is essential.

PSERC, while approving Tariff order for the years 2008-09 to 2011-12,
allowed transit loss of coal at 2 per cent for all the three thermal stations of the
Company after accepting its contention that its thermal stations are located far

away from the coal mines. The PSERC capped the transit loss at 1.5 per cent
for the year 2012-13.
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Audit observed that overall transit losses were within the norms prescribed by
PSERC. However, in case of coal supply from SECL at GGSSTP, transit
losses were more than the PSERC norms and ranged between 2.64 and 9.56
per cent during 2008-12 resulting into loss of 58,504.21 MT of coal costing
T 14.99 crore. GGSSTP did not analyse the reasons for the higher transit
losses in the case of supply from SECL and initiate any remedial measures.

Management stated (November 2013) that by the concerted efforts of
GGSSTP, SECL has stopped supplying coal from collieries having higher
transit shortages and now the transit loss in respect of SECL has reduced to
1.05 per cent during 2012-13. However, the fact remained that the Company
suffered loss of X 14.99 crore due to excessive transit losses during 2008-12.

Payment of demurrage charges to Railways

2.2.10.2 Railways allowed a free time of seven houts from December 2005
onwards for unloading of coal rakes. [f the rake is detained beyond free time,
Railways levy demurrage charges and can waive these on appeal of the
Company. CEA observed (October 2008) that unloading facilities at three
TPSs were inadequate. PSERC in its Fuel Audit report of Company’s Thermal
Generating Stations pointed out (August 2012) that in all the three TPSs
wagon positioning equipment (inhaul-outhaul beetle chargers or side arm
chargers) were either not present or in non-working condition and the shunter
was used for the same and observed that the only solution for reduction of
demurrages was to improve unloading infrastructure. PSERC had also
observed that the design of wagon tipplers may be reviewed for upgradation to
present day tipplets.

Audit noticed that during the year 2008-09 to 2012-13, there was delay in
clearing of coal rakes within the free time by the thermal plants of Company
which resulted in payment of demurrage charges of X 56.75 crore though it has
exhibited a marked declining trend as detailed below:

Table 2.2.7

(T in crore)

Year Demurrage Demurrage Demurrage Percentage of

charges levied by charges waived paid demurrage

Railways charges waived
2008-09 23.06 1.38 21.68 5.99
2009-10 25.35 1.29 24.06 5.09
2010-11 6.43 1.16 5.27 18.04
2011-12 4.43 0.89 3.54 20.09
2012-13 2.55 0.35 2.20 13.73
TOTAL 61.82 5.07 56.75 8.20

Management admitted (November 2013) and informed that during fuel audit
conducted at GGSSTP by Central Power Research Institute (CPRI),
suggestions had been made to improve unloading infrastructure and a
committee has been constituted to study these suggestions and action will be
taken on techno economically feasible suggestions. At GHTP, side arm
charger of wagon tippler has been made functional and the demurrage has
reduced considerably. In case of GNDTP, case studies for R&M of coal
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handling plant have been conducted from time to time but no concrete solution
has emerged.

Non review of clause regarding penalty on account of overloading charges

2.2.10.3 As per Article 3.6 of the agreement entered into by the Company with
Monnet, the contractor was tesponsible for transportation and loading of the
beneficiated coal into railway wagons and ensuring the weights within the
permissible limits of Indian Railways. Penalties on account of overloading of
rakes of coal were to be shared between the Company and Monnet in the ratio
ol 50:50.

Monnet started supplying the beneficiated coal to Company with effect from
October 2009. An amount of X 2.58 crore was recoverable from Monnet on
account of penalty on overloading of railway wagons consigned to Company's
TPSs during the period October 2009 to March 2012. As per terms and
conditions of the agreement, the Company had to bear the burden of penalty to
the extent of ¥1.29 crore. PSERC in its Report on Fuel Audit of Thermal
Generating Stations of the Company had recommended (August 2012) to
review the clause so as to bring penalty on overloading fully into the scope of
Monnet, however, the Company has not initiated any action in this regard
(October 2013).

Management replied (November 2013) that since CIL subsidiaries were
sharing penalty on account of overloading on 50:50 basis with washeries, the
same provision was quoted by M/s Monnet and there was no provision in the
agreement for review of this clause.

The reply of the Management is not acceptable as loading of coal was entirely
in the scope of washery and the overloading charges should have been borne
by the washery.

Non- recovery of underloading charges

2.2.10.4 As per clause 10.2 of the CSAs, idle freight for underloading below
the prescribed carrying capacity was to be bormne by the seller. As per Clause
10.3, idle freight from under loading of wagons was to be adjusted in the bills.
The position of underloading charges recoverable from various coal
companies by the TPSs during the period covered under review is given
below:
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Table 2.2.8
Year Name of Name of Claim lodged Claim Balance
Plant coal Quantity Amount accepted recoverable
company R in R in ®in
(MT) crore) crore) crore)

2008-09 | GGSSTP | BCCL 74.137.26 9.50 - 9.50
CCL 15,554.18 1.91 - 1.91

SECL 30,052.49 3.62 - 3.62

Total 1,19,743.93 15.03 15.03

GHTP CCL - 0.19 0.19 -

GNDTP CCL 0 0 0 0

G.Total 1,19,743.93 15.22 0.19 15.03

2009-10 | GGSSTP | BCCL 86.323.59 11.56 - 11.56
CCL 19,073.32 2.53 - 2.53

SECL 20,675.52 2.54 - 2.54

Total 1,26,072.43 16.63 16.63

GHTP CCL 14,758.44 2.13 - 2.13

GNDTP CCL 27,088.17 1.91 - 1.91

G.Total 1,67,919.04 20.67 20.67

2010-11 | GGSSTP | BCCL 28,044.31 3.78 - 3.78
CCL 19,344.95 2.59 - 2.59

SECL 14,806.05 1.86 - 1.86

Total 62,195.31 8.23 8.23

GHTP CCL 9,328.90 1.34 - 1.34

GNDTP CCL 9,856.38 0.99 - 0.99

G.Total 81,380.59 10.56 10.56

2011-12 | GGSSTP | BCCL 40,114.40 5.93 - 5.93
CCL 11,103.74 1.59 - 1.59

SECL 7,564.99 1.04 - 1.04

Total 58,783.13 8.56 8.56

GHTP CCL 3,787.16 0.60 - 0.60

GNDTP CCL 5,675.32 0.45 - 045

G.Total 68,245.61 9.61 9.61

2012-13 | GGSSTP | BCCL 42,181.19 S.11 - S.11
CCL 8,371.57 1.63 - 1.63

SECL 5,964.82 1.07 - 1.07

Total 56,517.58 10.81 10.81

GHTP CCL 2,864.37 0.58 - 0.58

GNDTP CCL 3,356.85 0.43 - 043

G.Total 6,2738.80 11.82 11.82

GRAND TOTAL 5,00,027.97 67.88 0.19 67.69

The coal companies disputed the claims of underloading charges of coal of
¥ 67.69 crore paid by all the TPSs. The coal companies stated that
acceptability of claims on underloading was subject to verification and
confirmation.

Management replied (November 2013) that the matter has been taken up with
CIL subsidiaries during reconciliation meetings and a Committee of Chief
Engineers of TPSs, Financial Advisor and OSD/Coal Management has been
constituted by the Company to resolve the outstanding disputed issues. Further
developments were awaited (November 2013).
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‘ Quality Assurance

Slippage in grade of coal at unloading end

2.2.11 Terms and conditions of CSAs entered into between the Company and
subsidiaries of CIL provided joint sampling at the loading end. Clause 11 of
the CSAs stipulated that the seller shall raise source-wise bills for the coal
supplied to the purchaser on declared Grade basis and the seller was to give
credit note on account of Grade slippage to the extent of difference in the base
price of declared grade and analysed grade of coal. Thus, the grade slippage
could be claimed by the Company only when there was difference in the
declared grade of the colliery and the grade declared by joint sampling at the
loading end. Company appointed (March 2010) M/s Coal Inspection Service
Dhanbad for joint sampling and analysis of grade of coal at loading end so that
the payment of coal could be made as per grade of coal.

It was, however, observed that there was no system of joint sampling of coal at
unloading end as there was no provision for the same in the CSAs. Sampling
and analysis of coal received from various coal companies was not being done
at GGSSTP and GNDTP. However, GHTP started sampling of coal with
effect from December 2012. 21 instances of slippage in grade of lower grade
coal received at GHTP were noticed by Audit during the period from
December 2012 to April 2013 involving financial implications of X 2.65 crore.
However, in the absence of the enabling clause for claiming financial damages
for grade slippage, the Company could not raise claims.

Thus, in order to secure the financial interests of the Company, system for
giving consideration to grade slippage if any, at the unloading end also needs
to be put in place. The Company may also consider installing automatic
samplers at all the TPSs of the Company and to insist upon the amendment of
CSAs with CIL subsidiaries. The Company should consider the desirability to
raise this issue in 'FSA lmplementation Monitoring Committee for power
sector' set up for resolving disputes arising out of CSAs between power
utilities and coal companies for incorporating an amendment in the CSAs in
this regard.

Management stated (November 2013) that under the new Coal Distribution
Policy, the draft of existing CSAs with CIL subsidiaries, including clause of
quality was finalised by Ministty Of Coal, CEA and NTPC. The power
utilities were forced to accept the CSAs with CIL subsidiaries on similar
pattern. Efforts are being made through CEA to impress upon CIL to accept
unloading end results. With effect from April 2013, the monthly reports of
grade slippage are being sent to Ministty of Power which is pursuing the
matter with Ministry of Coal. Further developments were awaited (October
2013).

‘ Consumption of coal ‘

Excess consumption of coal
2.2.12 PSERC allowed fuel cost in their tariff orders on the basis of specific
oil consumption, calorific value of oil, calorific value of coal and heat rate.
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During the scrutiny of records of GGSSTP, GHTP and GNDTP, it was
observed that consumption of oil was within norms prescribed by PSERC.
Though consumption of coal at GHTP was within the norms prescribed by
PSERC, it was, however, in excess of the norms at GGSSTP and GNDTP as
detailed below:

Table 2.2.9
SI. | Particulars | 2008-09 | 2009-10 | 2010-11 2011-12 | 2012-13 Total
No.
1 Unit generated (Mus)
GNDTP 2,845.59 | 2,72335| 1,77521 | 1,883.01 | 1,486.62 10,713.78
GGSSTP 9,610.67 | 10,056.35 | 9,717.85 | 9,563.96 | 9,166.57 48,115.40
Total 16,898.18 | 18,821.96 | 18,326.15 | 19,068.23 | 17,868.21 90,982.73
2 Coal consumption per unit as allowed by PSERC (kg/kWh)
GGSSTP 0.624 0.633 0.635 0.637 0.603 0.627
GNDTP 0.688 0.712 0.728 0.726 0.693 0.708
3 Coal required as per PSERC norms (MT) (1 x 2 x 1,000)
GNDTP 19.57.766 | 19,39.025 | 12,92.353 | 13.67,065 | 10,30,228 75.86.437
GGSSTP 59,97,058 | 63,65,670 | 61,70,835 | 60,92,243 | 55,27,442 | 3,01,53,248
Total 79,54,824 | 83,04,695 | 74,63,188 | 74,59,308 | 65,57,670 | 3,77,39,685
4 Coal consumed (MT)
GNDTP 21,01,362 | 20,14,417 | 13,34,045 | 13,88,942 | 10,28,496 78,67,262
GGSSTP 63.90.772 | 66.88.917 | 64,08.051 | 61,97,873 | 57,29.310 | 3.14.14.923
Total 84,92,134 | 87,03,334 | 77,42,096 | 75,86,815 | 67,57,806 | 3,92,82,185
5 Excess consumption (MT) (4-3)
GNDTP 1,43,596 75,392 41,692 21,877 - 2,82,557
GGSSTP 3,93,714 | 3,23247 | 237,216 | 1,05,630 | 2,01,868 12,61,675
Total 5,37,310 | 3,98,639 | 2,78,908 | 1,27,507 | 2,01,868 15,44,232
6 Rate per MT )
GNDTP 2,414.50 | 2,588.00 | 2,722.00 | 2,891.00 | 3,370.00 -
GGSSTP 2.462.00 | 2.762.00 | 2,752.00 | 2.998.00 | 3.546.44 -
7 Value of excess coal (X in crore) (5 x 6)

GNDTP 34.67 19.51 11.35 6.32 - 71.85
GGSSTP 96.93 89.28 65.28 31.67 71.59 354.75
Total 131.60 108.79 76.63 37.99 71.59 426.60

Above table showed that excess consumption of coal was 15.44 lakh MT
costing I 426.60 crore. The excess consumption of coal was mainly due to
higher station heat rate and the lower gross calorific value (GCV) of coal used
in the power plants. Out of the total excess consumption of 15.44 lakh MT,
14.83 lakh MT valuing ¥ 399.99 crore was on account of higher station heat
rate.

Committee on Public Undertakings while discussing (March 2013)
performance of the generation activity of the Company included in the Report
of the Comptroller and Auditor General of [ndia (Commercial), Government
of Punjab, for the year ended 31 March 2010 also impressed (March 2013)
upon the Company to improve the quality of coal received and reduce its
consumption. Though the Company has made some improvements in station
heat rate of its TPSs, yet much efforts need to be made for further
improvements in station heat rate and to improve the quality of the coal
received to reduce its consumption at least to the normative levels.
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Inventory Management

2.2.13 Inventory management is the process whereby the investment in
materials and stocks is regulated within predetermined limits set in accordance
with the inventory policy established by the management. We observed that
inventory assessment, planning, control etc. of coal and fuel oil stock was not
adequate and effective. Inadequate inventory management system for coal
caused coal stock levels falling below super critical/critical levels on several
occasions in 2008-09 and 2009-10 and also abnormal high stock levels of coal
were observed from 2010-11 onwards as discussed in succeeding paragraphs:

Coal stock levels

2.2.13.1 As a part of inventory management, CEA had prescribed coal
stock levels at various TPSs of the Company: for less than 4 days as super
critical level, for 4 to 7 days as critical level and 25 to 30 days as safe level.
We noticed that inventory level of coal stock of TPSs of the Company was
fluctuating as tabulated below:

Table 2.2.10
Name of Thermal Plant Coal stock level (in days)

Year Super critical Critical More than

level level safe level
2008-09 GGSSTP, Roopnagar 106 60 0
GNDTP, Bathinda 49 122 0
GHTP, Lehra Mohabbat 8 155 0
2009-10 GGSSTP, Roopnagar 2 156 0
GNDTP, Bathinda 11 83 0
GHTP, Lehra Mohabbat 4 6l 0
2010-11 GGSSTP, Roopnagar 0 0 214
GNDTP, Bathinda 0 0 301
GHTP, Lehra Mohabbat 0 0 63
2011-12 GGSSTP, Roopnagar 0 0 293
GNDTP, Bathinda 0 0 206
GHTP, Lehra Mohabbat 0 0 41
2012-13 GGSSTP, Roopnagar 0 0 51
GNDTP, Bathinda 0 0 131
GHTP, Lehra Mohabbat 0 0 21

It was observed that during 2008-10 inventory level of coal had fallen below
super critical level for 2 to 106 days at all the three TPSs for which no reasons
were available on record. Safe stock level for 21 to 301 days were observed
during 2010-13. Audit observed that the excess coal stock piled up due to
excessive coal supplies, less consumption of coal due to reduced demand of
electricity and non regulating/rescheduling of coal supplies during shutdowns
for annual overhauling/ renovation and modemisation of GGSSTP and
GNDTP which has impact on financials of the Company pointing to need for a
better inventory management.

Abnormally high level of coal stocks also resulted in space constraint causing
difficulties in operation and maintenance of Coal Handling Plant equipments
especially stackers and conveyors. The Company too had observed (November
2010) that the Company was paying fuel cost of about ¥ 10 crore per day and
optimum fuel stock of 15-20 days requirement, it would result in less drawl of
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working capital loan by about ¥ 150-200 crore with consequent saving in
interest cost.

Management replied (November 2013) that it is not always possible to
maintain coal stocks at particular level as uniform rate of dispatch cannot be
ensured in case of CIL coal supplies and the operational constraints of
Railways. Audit, however, observed that since the level of coal inventory was
in excess of safe level on 21 to 301 occasions during 2010-13.

Fuel Oil stock levels

2.2.13.2 The Company procures Light Diesel Oil (LDO) and Heavy Furnace
Oil (HFO) from Oil Supply Companies viz. Hindustan Petroleum Corporation
Limited, Bharat Petroleum Corporation Limited and Indian Oil Corporation
Limited for utilisation in their TPSs located at Bathinda, Lehra Mohhabat and
Roopnagar. Oil supply Companies raise the bills at the prevailing rates of oil
at the time of delivery. Company had neither fixed the periodicity in months’
consumption nor even fixed minimum, maximum and re-ordering levels based
on the requirements of the plants. Taking into account the lead period of one
month and inventory holding requirement of one month, the stock holding
should not have been for more than two months. The position of opening
stock, receipt, consumption and closing stock of LDO and HFO during the
year 2008-09 to 2012-13 is given in Annexure 8.

Audit noticed that in GGSSTP Roopnagar, inventory holding of LDO and
HFO oil ranged between 13.37 and 134.92 months and 1.02 and 14.67 months
consumption and the Plant was holding excess inventory of ¥ 16.81 crore and
R 20.39 crore, respectively of these oils during 2008-13. In GHTP, Lehra
Mohhabat, inventory holding of LDO and HFO oil ranged between 3.62 and
9.46 months and 7.47 and 22.38 months consumption and the Plant was
holding excess inventory of X 4.21 crore and X 28.15 crore during 2008-13. In
GNDTP Bathinda, inventory holding of LDO and HFO oil ranged between
234 and 1691 months and 0.95 to 12.13 months of consumption,
respectively. There was excess inventory of these oil to the tune of ¥ 13.77
crore and X 18.39 crore during the year 2008-13. Thus, Company was holding
excess inventory of LDO and HFO oil which led to blockade of funds of
% 101.72 crore and loss of interest of ¥ 10.17 crore calculated at minimum
borrowing rate of 10 per cent per annum.

Management replied (November 2013) that consumption of any particular
year cannot be taken as a reliable base for working out inventory. Closing
stock of a year will also depend upon month of receipt of oil, which is
received in full rake load. Sufficient oil stock levels have to be maintained
taking into account the dead stock of oil tanks which is technically not
possible to be used.

Reply of the Company is not convincing as the Company should have fixed
the minimum and maximum stock level of oil to avoid the blockage of funds
and there is urgent need to have control over inventory holdings of these oils.
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Financial Management

2.2.14 Effective financial management ensures smooth cash flow for
optimising the performance of all functions of an organisation. The systems
and procedures should be so organised that there are no delays in realisations
of funds as well as no delay in payments which attracts penalty.

2.2.14.1 Deficiencies in financial management with reference to fuel
management as noticed in audit are briefed in succeeding paragraphs:

(a) Claims in respect of stones- Clause 4.6 (Oversized Coal/Stones) of
CSAs executed between the Company and subsidiaries of Coal India Limited
provided that compensation for oversized stones shall be payable by the Seller
to the Purchaser on the basis of jointly assessed signed statement or as
intimated by the Purchaser to the Seller. During 2008-09 to 2012-13, GNDTP,
GHTP and GGSSTP had received 1.65 lakh MT stones with coal at three
TPSs. Against its total cost of T 43.68 crore, the claims of ¥ 6.93 crore were
raised by all the TPSs, claims of ¥ 0.59 crore only were accepted by coal
companies leaving claims of ¥ 6.34 crore as unaccepted/disputed. The Coal
Companies rejected the claims on the ground that the Company had not lodged
any claim of stone from other sources except CIL. The Company clarified that
no stone above 100 mm were received from sources other than CIL. The
claims of ¥ 36.75 crore were not even lodged by TPSs with the coal
companies.

(b) Claims in respect of freight on stones- During 2008-09 to 2012-13,
the GNDTP Bathinda had received 3,138.72 MT stones with coal for which it
had paid the freight of ¥ 0.47 crore. On review of the claims of freight on
stone, it was noticed that CCL had accepted the claim ot only X 0.15 crore for
the year 2008-09 and had not accepted (February 2012) the claim/ given any
credit of X 0.32 crore for the period 2009-10 to 2012-13 on the ground that this
claim was not in the scope of CSA which was not justified in view of the
detailed provision and procedure in clause 4.6 and 9.0 of CSAs.

Management replied (November 2013) that a Committee consisting of Chief
Engineers of TPSs, Financial Advisor and OSD/Coal Management has been
constituted by the Company to resolve the outstanding disputed issues with
subsidiaries of CIL. The matter was being pursued with the coal companies for
settlement of the issues during reconciliation meetings. Further developments
were awaited (November 2013).

Irregular release of payment to consultant for railway matters

2.2.14.2 As per the Railways rules, 15 per cent surcharge was leviable on the
total freight of coal transported, when the freight was paid at destination. Since
it was not possible to pay the freight at loading points of coal by the Company,
it agreed (1992) to an ‘Advance Deposit Scheme’ with the Railways wherein
the Board was required to maintain a deposit amount equivalent to the value of
one month's freight, which worked out to ¥ 83.00 crore. The freight of coal
was to be deducted from this deposit and was to be recouped within 10 days
basis failing which surcharge at the rate of 15 per cent was to be levied. Due
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to its financial crunch, the Board failed to maintain the minimum deposit
during August 1998, August 2000 and September 2000. Consequently, the
Railways levied surcharge of X 24.92 crore. Due to cascading effect, the
amount of surcharge continued to swell and increased to X 194.77 crore
(October 2000).

The Company engaged {March 2001) a consultant, M/s Narayan Consultancy,
Baroda (Consultant) to get the surcharge waived off by the Railways at the
service charge of 3.5 per cent of the surcharge amount expected to be reduced
by the Railways. As per the terms and conditions of the contract, no advance
payiment was to be made to the consultant. However, the Company released
advance payments of X 25 lakh in March 2006 and X 50 lakh in March 2008 on
the plea of keeping the interest of consultant alive in the case. The payments
were released with the stipulation that if the case was lost, it would not be
recoverable by the Company and treated as expenditure. This issue was
reported in para 3.14 of the Report of the Comptroller and Auditor General of
India (Commercial), Government of Punjab for the year ending 31 March
2009 and asserted that the appointment of the consultant was injudicious and
the Company was not justified in releasing any payments to the consultant
pending resolution of the disputed amount/part of the amount in its favour.

Audit observed that the Company not only continued with the decision of
taking the services of consultant but also paid two advance payments ot ¥ 25
lakh each in July 2012 and March 2013 with the similar stipulation that if the
case was lost, it would not be recoverable by the Company and treated as
expenditure. The dispute remained unsolved so far (June 2013).

Management replied (November 2013) that in view of prolonged litigation
with the Railways the decision of the Company was very much in order as
Railways had already reduced their demand. The association of the consultant
was absolutely necessary as they were well conversant with the railway rules
and were defending the case for last 11 years. The reply of the Company was
not convincing as in accordance with the terms and conditions of the contract,
no advance payment was to be made to the consultant.

Internal Control and Internal Audit

Internal Control

2.2.15.1 Internal control is a process and a tool designed for providing
reasonable assurance for efficiency of operations, reliability of financial
reporting and compliance with applicable laws and statutes which is designed
to ensure effective functioning as well as effectiveness of the internal control
system and detection of etrors and frauds.

We observed that internal control system of the Company was deficient
particularly in areas of:

> balanced materialisation of linkage trom subsidiaries ot CIL;

» recovery of compensation claims/sizing/commitment charges;
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v

settlement of disputes regarding statutory levies;

execution of agreements with service providers;

monitoring of transit losses of coal and payment of demurrage charges;
monitoring of slippage in grade of coal;

elliciency in operation to reduce excess consumption of coal;

management of inventory of coal/fuel oil; and

vV ¥V V¥V V V V

recoveries of dues from debtors etc.

Internal Audit

2.2.15.2 In the erstwhile Board, there was a separate internal audit wing
headed by Chief Auditor. After unbundling of the Board in April 2010 there
was no change in the internal audit arrangement in the Company. We observed
that since the unbundling of the Board, the internal audit of the thermal plants
to cover the aspect of Fuel Management separately had not been conducted so
far. As per PSERC directives dated February 2012 and February 2013, the
Company was required to conduct Fuel Audit at its TPSs and report the
progress made to PSERC every quarter, with regard to the implementation of
these directions. However, the Company has not initiated any action in this
regard so far (October 2013).

Conclusion

The performance of the Company with regard to fuel management system
was sub-optimal. The Company failed to secure balanced coal linkage
materialisation from CIL subsidiaries and to recover compensation on
account of short delivery of coal. Execution of agreements with service
providers was deficient and avoidable payment of charges to
suppliers/service providers was being made. The Company failed to seek
authoritative clarifications in regard to levy of statutory levies, CST/ VAT
etc. Unloading infrastructure was inadequate/ deficient at all the TPSs
causing payment of demurrage charges to Railways. Coal supply
agreements with subsidiaries of CIL were deficient regarding quality
assurance as there was no provision for consideration of grade slippage at
the unloading end. Actual consumption of coal was higher than the norms
prescribed by PSERC. Inadequate inventory management system for coal
and fuel oil caused coal stock levels falling below super critical/critical
levels on several occasions and also caused abnormal high stock levels of
coal and fuel oil stocks on a number of occasions. No separate internal
audit of fuel management of thermal plants was conducted.
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Recommendations

The Company needs to:

>

>

make efforts for improvement in station heat rate and to improve
the quality of coal received to reduce its consumption at least to
the normative levels;

impress upon Coal companies to give adequate coal linkage as per

FSA, incorporate enabling clause for considering grade slippage
at unloading end and approaching the FSA Implementation
monitoring committee for early settlement of disputes/ claims;

execute agreements with service providers with due diligence to
safeguard its financial interest;

seek authoritative clarifications in the levy of statutory duties at
the earliest;

evolve an effective inventory management system for coal and fuel
oil stock assessment to maintain optimal stocks;

conduct internal audit of fuel activity of power plants.

The matter was reported to the Government (September 2013), the reply was
awaited (November 2013).
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2.3 Information Technology Audit of "e-Procurement system'
implemented by Punjab Information and Communication Technology
Corporation Limited

Executive Summary

Punjab Information and Communication Technology Corporation Limited
(Punjab Infotech) implemented ‘e-Procurement system’ in the state. The
application software 'Tender Wizard' was implemented for various user
departments/ organisations on Application Service Provider model.

‘e-Procurement system' has been implemented in 36 out of 45 departiments in
the State. Four out of nine modules have not been implemented even after
elapse of more than two years of contract. Non implementation of the full
software affected the transparency and efficacy of procurement and optimal
benefits could not be achieved.

(Paragraphs 2.3.6.1 and 2.3.6.2)

Punjab Infotech assigned the work of e-Procurement project to M/s ITI Ltd
without inviting any open competitive bids in contravention of the guidelines
of Central Vigilance Commission (CVC). The departure from the standard
practice of inviting competitive bids deprived the Punjab Infotech from getting
competitive rates.

(Paragraph 2.3.7.1)

Input and Access Controls in system were weak, thereby, affecting the
accuracy and completeness of data.
(Paragraphs 2.3.8.1 and 2.3.9)

Lack of Business Continuity/ Disaster Recovery Plan resulted in non
availability of parallel database at a location other thanthe primary server
location lo ensure uninterrupted availability of the system.

(Paragraphs 2.3.10.3)
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Introduction

2.3.1 Electronic Procurement (e-Procurement) is the process wherein the
tendering activity is carried out online using the internet and associated
technologies. e-Procurement provides transparency, monitoring and control of
procurement process.

Punjab Information and Communication Technology Corporation Limited
(Punjab Infotech) entered (July 2010) into an agreement with M/s [TI Ltd, for
implementation of e-Procurement system in the State. As per agreement, the
role of Punjab Infotech was to ensure coordination, and provide necessary
support for system study and design implementation of e-Procurement for user
departiments of the State through a Company/ Department designated nodal
officer. The application software namely Tender Wizard was implemented
(September 2010) for various user departments/ organisations on Application
Service Provider' model. Tt further entered into (November 2010) another
agreement with Sify Technologies Limited (Sify) to procure and provide
Public Key Infrastructure (PKI) based security for all its users for
authentication, integrity, non-repudiation” and confidentiality. Sity issued and
managed Digital Signature Certificates (DSC) to the end-users of
Departments/ Organisations. The vendors were required to obtain the DSCs
from any of the Certifying Authority for on-line transactions of tendering
business. Punjab Infotech also entered (October 2010) into an agreement with
HDFC Bank Limited and Axis Bank (January 2011) for obtaining the services
of e-Payment gateway as part of e-Procurement system for collection of all
type of fees by user departments through internet payment gateway.

Objectives of Audit ‘

2.3.2 Audit objectives were:
» To evaluate the effectiveness of e-Procurement system;
» To analyse the data for completeness, integrity, reliability and
accuracy; and
» To evaluate the security controls built into the system.

Scope of Audit ‘

2.3.3 The present IT Audit review covers the e-procurement data of six
departments’ and two companies’ for the period from September 2010 to
September 2012.

The Government organisation wishing to do e-tendering controls all the core
tendering activities of its organisation carried out on the portal, but the ownership and
control ot the portal intrastructure is with the Service Provider.

Non-repudiation refers to a state of aftairs where the purported maker of a statement
will not be able to successtully challenge the validity of the statement or contract.
Bathinda Development Authority (BDA), Director General School Education
(DGSE), Director of Sports (DoS), Ditector Research and Medical Education
(DRME), Department of Local Government (16 Nagar Panchayats), Department of
Industries & Commerce (State Geologist).

Punjab Information and Communication Technology Corporation Ltd and Punjab
Agro Foodgrains Corporation Limited (PAFCL).
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Audit Methodology

2.3.4 We explained audit objectives to the representatives ot two companies
and six departments during an entry conference (January 2013). Further
scrutiny of records of 612 cost opened tenders including 58 auctions related to
selected units was carried out by interaction with the auditee personnel and
data analysis with reference to audit criteria. Audit findings were reported to
the Government of Punjab. Reply received from the two companies have been
considered while finalising the audit findings. The reply from Government of
Punjab was, however, awaited. Audit findings were discussed with the
management of Punjab Infotech in an exit conference (December 2013).

Audit Criteria

2.3.5 The audit criteria adopted for assessing the achievement of the audit
objectives were derived from the following sources;

» Agreements entered by Punjab Infotech with service providers;

» Guidelines on e-Procurement by Central Vigilance Commission
(CVC)/State Government;

» e¢-Procurement guidelines issued (August, 2011) by Standardisation
Testing and Quality Certification (STQC) Directorate, Department of
Information Technology, Ministry of Communication and Information
Technology, Government of India; and

> Competition Act, 2002 as amended.

The audit (indings are discussed in succeeding paragraphs:

Meeting of business ohjectives

Non implementation of the modules of e-Procurement

2.3.6.1 The modules of Supplier Registration, e-Tendering, Catalogue
Management, e-Payments and Management Information System (MIS) reports
were to be implemented in Phase-I, whereas modules of Contract
Management, e-Auction, Indent Management, SMS Gateway were to be
implemented in Phase-II within 21 weeks of signing agreement with M/s. TTI
Limited.

Audit observed that only five of nine modules were implemented. Four
modules i.e. Indent Management, Catalogue Management, Contract
Management and SMS Gateway were not got deployed by Punjab Infotech,
resultantly, the benefits like the workflow automation for handling the flow of
documents during the tender preparation process in case of Indent
Management, access to easier rate contract information with Catalogue
Management, the processes involved in between issuance of work order and
completion of the work handled in Contract Management and finally benefits
of SMS module for intimation of the status of tender to all the vendors could
not be availed.

During exit conference Punjab Infotech informed that all nine modules have
now been deployed.
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Delayed implementation of e-Procurement system

2.3.6.2 The Empowered Committee and Steering Committee chaired by the
Chief Secretary, Punjab monitored the implementation of the e-Procurement
system. The agreement entered between Punjab Infotech and M/s ITI Ltd
provides that M/s ITI Ltd will implement the entire system in a phased manner
i.e. six’ departments were to be covered in Phase-T within 60 days and the
remaining departiments/Boards/Corporations within 120 days of the entering of
the agreement. The Steering Committee fixed (January 2011) the threshold
value of X five lakh for e-Procurement.

Audit noticed that out of 45 departments only 36 departments have
implemented e-procurement solution so far (November 2013) though the
scheduled time for the same had already elapsed in November 2010. Audit
also noticed that no empirical study to justify the cost vis-a-vis benefits was
conducted by Punjab Infotech. The information on reduction of procurement
cost in 30 units of various departments indicating savings ranging between one
and 33 percent of the estimated cost of ¥ 1,678.11 crore in respect of 4,448
processed tenders was subjective and was not based on any scientific
methodology.

Further non implementation of the e-Procurement system in other departments
deprived them of the benefits of transparency and efficiency in procurement.

The management explained that e-Tendering has been implemented in 36 out
of 45 departments. However, there were technical bottlenecks, such as server
down time etc affecting its acceptance/ reliability. Further, the threshold value
was not followed by Local Government department.

Audit observed that Punjab Infotech despite being the owner of the
e-Procurement system did not improve its efficacy to make it reliable. In case
of any exception to the threshold value such cases were not brought to the
notice of the Steering Committee.

Non entering of tender award detail

2.3.6.3 Once a tender is opened, department can award the tender to the
qualified lowest quoted vendor by clicking on a specified icon. Similarly, the
e-Procurement system has the facility to take backup of opened /awarded
tenders by department user after completion of tender related activities
performed on a particular tender.

An analysis of database showed that in all 612 cost opened and processed
tenders, award detail of tenders were not available in the database as the
functionality of award of tender was not included in the role format supplied
by Punjab Infotech to user departments resulting in incompleteness of the data
as well as affecting transparency of procurement system. Similarly, the backup
of all the 612 cost opened and processed tenders was also not taken as the role
format supplied by Punjab Infotech did not include the activity of backup.

In exit conference it was intimated that initially the primary focus was on the
implementation of e-Tendering. However, adequate training was being

Departiment of Industries & Commerce, Power. Urban Development, Water Supply
& Sanitation, Department of Health and Department ot Education.
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imparted to officers/ officials of user departments to make use of the features
like tender award detail and archival of tenders.

Requisitioning of hard copies of technical bids

2.3.6.4 c¢-Procurement intends to eliminate the human intervention in
tendering process and avoids hard copies of the same. Director Research and
Medical Education (DRME), had requisitioned the hard copies of technical
bids and in seven out of eight tenders the technical bids were even accepted in
‘unsealed covers’. During exit conference Punjab Infotech assured to issue the
circular to the user departments to stop practice of receiving the unsealed hard
copies of technical bids.

Non evaluation of tenders through e-Procurement system

2.3.6.5 The e-Procurement system is designed to evaluate the bids for
generation of comparative statement. Further the pre-bid meeting can also be
held on-line through the system, however, all pre-bid meetings were held,
manually. An analysis of log table showed that 505 out of 554 cost opened
tenders (excluding 58 auctions) representing 91 percent were not evaluated by
using the e-Procurement system. Audit observed that though the system
provides comparative statement of technical bids, yet technical evaluation, due
to subjectivity of the matter, was carried out manually. It was further observed
that owing to inadequate training of users of departments, the templates for
uploading of cost bids were neither standardised nor designed appropriately to
generate evaluation sheets, automatically. Thus non enforcement of evaluation
of the tenders through e-Procurement system defeated the objective to
automate the entire tendering process.

During exit conference, the Management stated that henceforth the department
users have to make use of the HTML template in place of the excel sheet.
Further, it was assured that the said HTML template would be made available
to user departments by January, 2014 for automated evaluation of the
bids/comparative statement.

Partner & Service issues

Arbitrary allotment of work

2.3.7.1 Punjab Infotech assigned the work of e-Procurement project to
M/s ITI Ltd without inviting open competitive bids in contravention to the
guidelines of the CVC.

Punjab Infotech while accepting the facts stated (July 2012) that CVC
guidelines referred to were not available with them. During exit conference,
the Managing Director, Punjab Infotech stated that Empowered Committee
instructed Punjab Infotech to enter into an agreement with M/s ITI Ltd. which
is a Central PSU providing e-Procurement solutions, so the clarification
regarding allotment of work to M/s ITI Ltd without tendering will be sought
from the CVC through State Government.

The reply was not acceptable as the said guidelines of CVC were circulated
(June 2010) by the Finance Department to all the Financial Commissioners/
Principal Secretaries/ Secretaries of the State Government. The departure
from the standard practice of inviting competitive bids for implementation of
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g-Procurement system deprived Punjab Infotech from getting competitive
rates.

Non provision of penalty clause

2.3.7.2 M/s ITI Ltd was to pay 15 per cent of all receipts® to Punjab Infotech
within a period of seven days of receipt on back to back basis, without any
penal clause for delayed payment.

An analysis of transactions (tender processing fee and registration fee of
vendor) related to May 2012 showed that there was no proper mechanism such
as generation of reports through Service Dashboard to monitor the receipt of
share of Punjab Infotech and there was delay ranging between 83 and 112
days (after allowing margin of 10 days) in receipt of ¥ 3.51 lakh related to
May 2012. Tt was intimated in exit conference that by issue of an addendum
the requisite penal clause would be inserted in the agreement. It was also
stated that all the due payments after verification from a Chartered Accountant
have been received from M/s ITI Ltd.

‘ Application issues

Lack of input controls

2.3.8.1 Input controls are designed into the system to ensure the authorisation,
accuracy and completeness of data input to, processing by and output from
computer applications. During analysis of the 612 cost opened tenders
following deficiencies in input controls were noticed:

» In the ‘date of opening of the cost’ field, year was entered as a
hypothetical figure (9998 or 9999) in 12 cases;

» The period of validity of quotation is very important in a tender. In
295 cases it was noticed that the period of validity of quotation was
mentioned as zero or null;

> An analysis of log table showed that in 8,338 cases remote IP field was
“blank™ or “null” and in 416 cases user ID field was “blank™;

> In 355 cases, vendors had digitally signed and uploaded the bids but
the certificate expiry date was blank and in 46 cases relating to State
Geologist the digital certificate user and digital certificate issuer name
was blank.

During exit conference, the management of Punjab Infotech stated that
necessary instructions will be issued to the departments to stop the practice of
using ‘9999’ in the cost open date field. Regarding non-capturing of remote
IP of e-Payment and related activities and Certificate expiry date, it was
informed the same is being captured in the system from September, 2013 and
June, 2013 respectively.

The reply was not acceptable as the tendering process has to be finalised in a
time bound manner in accordance with the CVC guidelines. The system was
non compliant to the applicable CVC guidelines and vulunerable to misuse. It

Yearly Registration Fee and Tender Processing Fee.
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was due to lack of input controls, incorrect and invalid data resided in the
database. The lack of validation checks led to non capture of crucial data.

Non inclusion of digital signature certificate expiry clause

2.3.8.2 There should also be a clause in the tender document stating that
tender will not be considered for evaluation if the digital signature certificate
has expired (except for verification). Audit, however, observed that the above
clause was not mentioned in tender notice documents issued by six
departments and two Companies.

In exit conference it was intimated that instructions to include the above clause
in NIT would be issued to all the user departments.

Multiple bid

2.3.8.3 The STQC guidelines provided that after having submitted the
‘original” bid for each bid-part, a bidder has a right to submit: ‘Modification’
bid and ‘Substitution’ bid for all his bid-submissions. The e-Tendering system
must effectively cater to all these possibilities without compromising security
and transparency in any manner at any stage, for any bid part (such as
Pre-qualification, Technical, and Financial). The system was designed to have
both the options either to allow or disallow these rights to the bidders.

Data analysis showed that in 534 out of 554 tenders uploaded on
e-Procurement website, the above said business rule of modification or
substitution of bid was not available as default to the bidders.

During exit conference Punjab Infotech intimated that multiple bid option has
been made mandatory in the system from March, 2013.

Allotment of work on a single tender basis

2.3.8.4 Audit noticed that 159 tenders were awarded on single tender basis
without any detailed justification. The e-procurement system did not have a
mandatory provision for embedding detailed justification for selecting of
single tender.

The management admitled that acceplance of single tender in the f(irst instance
is acceptable only with detailed justification. It was further stated that
instructions in this regard would be issued to user departments.

Opening of financial bids contrary to the established procedure

2.3.8.5 Financial bids need to be opened only after confirmation of receipt of
required fees (Tendet/RFP Fee, Processing Fee & EMD). If the required fees
is not received then the bid is to be disqualified.

In the case of award of tenders for construction of approach road to Phase-
IV&V, Bathinda, BDA, in the month of December, 2010, EMD ot two bidders
was not authorised at the time of technical opening of bid and the work was
allotted to one of the bidders. Audit observed that EMD in the system could be
verified even after opening of the cost bids. Thus, the system was deficient as
it allowed opening of cost bid without authentication of receipt of the EMD.
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During exit conference, the Managing Director, Punjab Infotech while
admitting the lapse, stated that discrepancies in the system have been rectified
now.

Uploading of blank bid sheet

2.3.8.6 The fields of the cost bid sheets required that bidder should quote the
rates in percentage of figures with respect to estimates. There were three
options in the bid sheet viz; percentage below, percentage above and at par. In
the first two options numeric values could only be entered and in the third
option, the value at par was to be filled by the vendor in characters, if the
vendor quoted at par.

An analysis of file folder of database and manual records of a tender relating
to Nagar Panchayat, Naya Gaon showed that bid sheet uploaded by a vendor
was blank. The vendor in this case did not enter the data in any of the columns
and the buyer i.e. Nagar Panchayat, Naya Gaon considered the option as ‘at
par’ in contravention Lo the terms and conditions of the bid sheet/ tender. This
shows inadequate validation checks in the system.

The management stated that hence-forth the department users have to make
use of the HTML template in place of the excel sheet. Further, it was assured
that the said HTML template would be made available to user departments by
January, 2014 by incorporating the requisite check of not accepting blank bid
sheets.

Access controls

Segregation of duties

2.3.9.1 Multi Level authorisation for opening of prequalification bids,
technical and commercial bids should be defined and mapped in the system at
the time of creation of tender so that at least three members of the Committee
can open technical and commercial bids as per the applicable rules to the
BDA, DRME, DGSE, DoS and 16 Nagar Panchayats. Each of the members of
the Committee could exercise its power by using Digital Signature Certificate
and the role of each authorised member of the Committee should be mapped
into the e-Procurement system.

In the case of BDA, DRME, DGSE, DoS and 16 Nagar Panchayats, it was
observed that single users opened technical/cost bids or both in these
departments in violation of applicable rules.

The management stated in exit conference that mandatory instructions for
having three officers in Purchase Committee would be reiterated by issuance
of instructions to the user departments.

Unauthorised Access

2.3.9.2 The STQC guidelines as well as the IT Act 2000 provided that any
holder of a Digital Signature, is responsible for protecting the corresponding
private key should not re-assign/ abdicate their roles and responsibilities to a
few tech-savvy technicians or the personnel of the service-provider of the
e-Tendering system. Some cases of unauthorised access alongwith risks
involved have been illustrated below:
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* Data analysis showed that in 38 tenders, the tender date was modified
by officials of the service provider and the matter was reported to the
three departments and two companies. Data analysis of Punjab
[nfotech further showed that though the closing time for acceptance of
bids for developing Technical Education Policy in Punjab was 01:00
PM of 3 June 2011, the tender time was modified by the officials of
service provider without approval of competent authority for
extension. The bid of one bidder uploaded at 16:33 hrs on 03 June
2011 was selected and work allotted.

Punjab Infotech stated (March 2013) that it will communicate these
STQC guidelines to all on board user departments and assured to issue
necessary instructions 10 user departments in this regard. It was further
assured that an authorised person will be nominated as an overall
coordinator and representative in case of Punjab Infotech.

* In respect of BDA, closing date for submission of an e-Tender was 10
February 2011 at 3:00 P.M. One of the bidders submitted the EMD and
performed different activities till 10 February 2011 at 20:56:36. The
last date for submission of bid was changed, unauthorisedly, from 10
February 2011 to 11 February 2011 in the system but manual
compensatory control to ensure approval of the competent authority for
corrigendum was not found on the record. Further no dialogue box was
available in the system to record the approval of competent authority in
case of any modification in tender.

Thus non segregation of duties, weak access controls and absence of logs
rendered the system vulnerable to unauthorised modifications. During exit
conference, the Managing Director, Punjab Infotech stated that during initial
phases, the officials of the service provider made changes on the request of the
user departments and further stated that hence-forth only the authorised officer
of the concerned department would be able to carry out changes and the
officials of the Service Provider have been instructed not to interfere in the
tendering activities of the departments. For audit trail of the changed data, it
was stated that it has already been incorporated in the system since Oclober
2012.

Security issues

Third party audit

2.3.10. 1 The agreement provided that State Government shall conduct third
party audit of the system with prior intimation to M/s ITI Ltd, through
approved GOI agency, as and when required, at the cost of State Government.
Further, guidelines issued (September 2009) by CVC on implementation ot
e-Tendering solutions recommended that implemented solution be audited by
a competent third party at-least once in a year to mitigate vulnerabilities.
Audit, however, observed that no such third party audit was got conducted by
Punjab Infotech.
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The management informed that M/s Netmagic Solutions Pvt. Ltd, CERT-In
empanelled I'T Auditor has been conducting the third party security audit for
the past three and half months.

Allotment of role/ activity and absence of audit trail

2.3.10.2 As per the STQC guidelines, there should be one authorised person as
an overall coordinator and representative of that organisation in the
e-Tendering system, with powers to delegate different roles such as tender
creator, tender authoriser, fee authorisation, issue of corrigendum, evaluation
sheet generation and disqualification of bids, etc; to different users from time
to time, and all such role changes must be audit trailed in the application. The
credentials of this overall coordinator must be verified. The guidelines further
provides that there should be a provision for having separate authorised user at
the corporate level of each buyer organisation, i.e. external to its tendering
departments who can access the application level audit trail reports. However,
other users of the organisation should not have access to these reports.

Audit noticed that activity of ‘Dept Admin’ was performed by officials of the
service provider in all the companies and departments selected for IT Audit.
Audit observed that there was no separate audit trail in the application for
recording of changes in the roles made from time to time. Audit further
observed that no officer was authorised for monitoring the other audit trail
reports to check deviation in access trends of users as the functionality, though
available in the system, was not included in role format supplied by Punjab
Infotech to strengthen the monitoring by user departments.

The management informed that now the activity of ‘Dept Admin’ is being
performed by the officers of the concerned user departments. Punjab Infotech
further stated that letter to the departments in this regards has been issued.

Business Continuity/ Disaster Recovery Plan

2.3.10.3 The agreement with M/s ITI Ltd provides that M/s ITI Ltd shall
maintain a parallel dedicated database at a different location other than the
primary server location so that data can be kept safe and stored in case of any
disaster at primary location to ensure uninterrupted availability of
e-Procurement services to the State.

It was observed that no parallel dedicated database at a different location other
than the primary server location existed. The management stated that right
from the beginning of the project the Disaster Recovery site should have been
there and instructed the representative of M/s ITI Lid to ensure that disaster
recovery site be set up by December 2013.

Conclusion

The implementation of e-Procurement system by the State Government
since September 2010 has been a step forward towards automation of the
process of obtaining and processing tenders/ auction bids. e-Procurement
system has been implemented in 36 out of 45 departments of the
Government of Punjab. Non implementation of all modules hampered the
activity of the e-Procurement system by the end user departments. Weak
input and access controls adversely affected the reliability of the system.
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In the absence of a proper Business Continuity Plan, parallel database at
a different location other than the primary server location was not
maintained thereby making the system susceptible to high risk in the
event of a disaster.

Recommendations

» All the modules may be fully deployed and the migration to
e-Procurement system by all the departments of Government of
Punjab should be ensured;

> Input and Access Controls should be strengthened to enhance the
reliahility and utility of the e-Procurement system;

» The Business Continuity Plan may be drawn and implemented to
obviate the high risk of loss of database in the event of natural or
manmade disasters.
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Chapter-3

Audit of Transactions

Important audit findings emerging from test check of transactions made by the
State Government companies and Statutory corporations have been included
in this chapter.

‘ Government companies

‘ Punjab State Power Corporation Limited

3.1 Avoidable payment of inspection charges to the Employees’ Provident
Fund Organisation

Wrong interpretation of the provisions of the EPF and Misc Provisions
Act, 1952 and subsequent non compliance to the instructions of the
Company resulted in avoidable payment of inspection charges amounting
to X 1.06 crore.

Audit noticed that the Company was paying inspection charges at the rate of
0.18 per cent of the salary of regular employees to Employees’ Provident
Fund Organisation (EPFO) every month whereas such inspection charges were
not required to be paid by those establishments which had obtained exemption
in accordance with Section 17 of the Employees’ Provident Funds and
Miscellaneous Provisions Act, 1952 (Act). Since the Act itself was not
applicable in respect of regular employees of the Company, such inspection
charges were not payable to the EPFO. On being pointed out (September
2010) by Audit, the Company issued (July 2011) instructions that the
inspection charges were not to be paid to the EPFO on salary of regular
employees of the Company.

25 divisional offices of the six Distribution Circles, as detailed in Annexure-9,
paid X 80.87 lakh to the EPFO as inspection charges. Further, 19 divisional
offices continued to pay these inspection charges even after issue of
instructions (July 2011) to stop payment thereof and during August 2011 to
February 2013, paid ¥ 24.76 lakh to the EPFO on this account.

Thus, payment of inspection charges without ensuring the applicability of the
Act to the Company in the first instance and subsequent non compliance to the
instructions by the field units resulted in avoidable payment of inspection
charges amounting to X 1.06 crore.

The matter was reported to the Government (June 2013), their reply was
awaited (November 2013).
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3.2 Extra expenditure on the procurement of energy meters

Non conducting of tamper test of sample meters adhering to prescribed
procedure and in accordance with tender specifications in the first
instance resulted in avoidable expenditure of ¥ 1.45 crore.

The Punjab State Power Corporation Limited (Company) invited (December
2011) tenders for the procurement of 8 lakh single phase energy meters. The
Technical bids of all the 13 participating firms were opened on 7 March 2012
and their sample meters were tested (20-28 March 2012) in ME. Lab,
Ludhiana by the Sample Testing Committee (STC), constituted with the
approval of Director (Distribution). Meters of eight firms' were found
conforming to tender specifications including the tamper test®. Price bids of
seven eligible firms® were opened on 21 May 2012 and M’s Avon Meters
Private Limited, Derabassi was found to be the lowest (L; Firm) at Free on
Rail (FOR) destination price of ¥ 559.22 per meter.

The Company found that the tamper test of meters was not conducted in the
manner prescribed in tender conditions and decided to go in for re-test of
sample meters. The concerned firms were intimated (7 June 2012) which was
objected to by the L; firm and threatened with litigation. The issue was
referred (June 2012) to the Whole Time Directors (WTDs) of the Company
who decided (July 2012) to go for re-tendering.

Tenders for the above mentioned § lakh energy meters were reinvited (July
2012). Technical bids of all the 12 participating firms were opened on 27
August 2012. Price bids of only seven firms* whose sample meters were found
conforming to tender specifications including the tamper test, opened on 27
September 2012 and M/s. Avon Meters Private Limited, Derabassi, reemerged
as L, bidder at FOR destination price of ¥ 597.09 per meter. After
negotiations, Avon Meters Private Limited offered a discount of X 6 per
meter in the basic price and the FOR destination price was reduced to X 589.93
per meter. Finally, CE (Metering) placed (12 October 2012) three purchase
orders on three firms: Avon Meters Private Limited, Derabassi (5 lakh
meters); Flash Electronics (India) Private Limited, Faridabad (2 lakh meters)
and Mahashakti Energy Limited, Bathinda (1 lakh meters) for the procurement
of 8 lakh meters at Ly rate of X 589.93 per meter.

Avon Meters Private Limited, Derabassi; Capital Power Systems Limited, Noida;
Flash  Electronics (India) Private Limited, Faridabad; Mahashakti Energy Limited,
Bathinda: Allied Engineering Works, Delhi; Genus Power Infrastructures, Jaipur,
L&T Limited, Chandigarh and Genus Innovation Limited, Jaipur.

Tamper test is a test conducted to check that meter is capable of recording correct
energy within the permissible limits of error.

On the basis of works appraisal, one firm, Genus Innovation Limited, Jaipur was
rejected.

Allied Engineering Works Private Limited, Delhi; Avon Meters Private Limited.
Derabassi: Capital Power Systems Limited, Noida; Flash Electronics (India) Private
Limited, Faridabad; HPL Electric & Power Private Limited. New Delhi; Himachal
Energy Private Limited, Shavela, Solan and Mahashakti Energy Limited, Bathinda.

9
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Audit observed that non conducting of tamper test of sample meters in
accordance with tender technical specifications in the first instance led to re-
tendering and resulted in extra expenditure of X 30.71 (X 589.93 - X 559.22)
per meter and caused avoidable expenditure of X 1.45 crore (after excluding
impact of changes in VAT rates) based on actual supply of 5.20 lakh energy
meters till 29.05.2013.

The Management stated (April/September 2013) that the WTDs had taken
appropriate decision for re-tendering to avoid any litigation and increase in
prices after re-tendering was due to procurement of energy meters of
technically superior quality as compared to previous tenders. The reply of the
Management is not justified as non conducting of tamper test of sample meters
in accordance with tender technical specifications led to the decision to
retender and purchase at higher rates. There was no substantial change in
technical specifications of two tender enquiries whereby it can be concluded
that energy meters procured after re-tendering were of technically superior
quality.

The matter was reported to the Government (June 2013) their reply was
awaited (November 2013).

3.3 Working of pole manufacturing workshops

Failure of the Company to evolve ways and means for optimum utilisation
of installed capacity of its workshops, non recovery of penalty from the
contractor and non availing of CENVAT credit resulted in financial loss
of X 3.83 crore.

For meeting its demand of Pre-stressed Cement Concrete (PCC) poles, Punjab
State Power Corporation Limited® (Company) established a workshop each at
Mohali (October 1981), Muktsar (January 1985) and Sarna (October 2005) for
manufacture of Pre-stressed Cement Concrete (PCC) poles. The extra
requirement beyond own production capacity was met by purchases from the
market through tendering by Chief Engineer (Material Management).

Performance of workshops was assessed in the Report of the Comptroller and
Auditor General of India (Commercial), Government of Punjab for the year
ending 31 March 2005. While discussing this report, Committee on Public
Undertakings expressed (November 2010) its concern at the short production
and purchases made from the open market and directed the Company to utilise
its resources optimally. During 2010-13, the Company against the assessed
requirement of 8.72 lakh 9 meter PCC poles (2010-11: 2.85 lakh, 2011-12:
3.14 lakh and 2012-13: 2.73 lakh), manufactured 4.09 lakh poles in its
workshops and purchased 2.91 lakh poles from the market. Audit assessed the
performance of pole manufacturing workshops for this period i.e. April 2010

5 Erstwhile Punjab State Electricity Board

73



Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

to March 2013 during March to June 2013. The audit observations are
discussed in succeeding paragraphs:

3.3.1 Production performance and cost of manufacture of poles vis-a-vis
market price

The job of manufacturing of poles was being done on contract basis under the
supervision of workshop staff of the Company. Basic infrastructure and
material like cement and steel was provided by the Company. Labour and
other material like sand and bajri was arranged by the Contractor. The table
below indicates the installed capacity, targets of production, actual production,
cost of production vis-a-vis market price per pole during 2010-13:

Table 3.1
Year Installed Production Actual Shortfall in actual production to Actual Market
capacity’ targets production cost price’
Installed Production per pole | Per pole
capacity targets
No. of No. of No. of No. of Per | No.of | Per ] ]
poles poles poles poles cent poles cent
Mohali Workshop
2010-11 81,840 69,600 39,334 42,506 52 30,266 43 | 1,755.41 | 1,729.00
2011-12 81,840 69,600 54,698 27,142 33 14,902 21 | 1,730.83 | 1,913.00
2012-13 81,840 69,600 31,368 50,472 62 38,232 551 1,994.20 | 1,953.00
Muktsar Workshop
2010-11 62,040 49,950 51,376 10,664 17 - - 1,789.18 | 1,729.00
2011-12 62,040 53,500 63,472 - - - - 1,865.93 | 1,913.00
2012-13 62,040 51,440 57,080 4,960 8 - - 1,988.32 | 1,953.00
Sarna Workshop
2010-11 52,200 44,400 33,440 18,760 36 10,960 25 | 1,826.04 | 1,729.00
2011-12 52,200 44,400 34,672 17,528 34 9,728 22 | 1,965.00 | 1,913.00
2012-13 52,200 44,400 43,556 8,644 17 844 2| 1,943.65 | 1,953.00
Total 4,08,996 1,80,676

Scrutiny of the above table showed that:

» Installed capacity of workshops was not used optimally and remained
underutilised in respect of all the workshops during all the three years
(except 2011-12 in case of Muktisar). Management stated ( Octlober
2013) that by considering weekly oft days (52 days) and holidays in
accordance with Negotiable Instrument Act (3 days), the actual
production equal to installed capacity could not be achieved. Reply is
not justified as installed capacity has been fixed on the basis of 335
working days to meet out the contingency on account of holidays in
accordance with Negotiable Instrument Act, rain, storm etc. Further,
the work was conducted through contractor who was free to employ
any number of labourers to arrange weekly offs on rotational basis.

o Installed capacity is based on 335 working days per annum fixed by the Chiet’ Engineer

(Civil Design & Construction).
Market Price per pole is as per Management Information Reports.
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» Production targets were fixed less than the installed capacity. [n case of
Mohali and Sarna workshops, even production targets fixed by
management itself were not achieved. The reasons for shortage of
production were shortage of labour, rain and storm etc. wherever
recorded. In most of cases, reasons for shortage of production were not
recorded.

» Actual cost per pole was more than the market price per pole in most
of the cases. However, it would be seen that whenever the production
increased, actual cost per pole tend to decrease. Apparently, actual cost
per pole was higher mainly due to under absorption of fixed cost due to
under utilisation of installed capacity.

An analysis of fixed cost absorbed on the basis of actual production vis-a-vis
targets fixed and total installed capacity during last six years is given in
Annexure-10. Scrutiny of the Annexure showed that had the Company
achieved the targets, fixed cost per pole could have been reduced by X 0.11 to
% 123.16 per pole in case of full utilisation of the installed capacity, it could have
been reduced by 6.64 103 138.27 per pole. The Company had never made such
type of cost benefit analysis. It did not consider the desirability to evolve ways
and means for optimum utilisation of installed capacity of its workshops and
resorted to purchase of PCC poles from the market. The Company purchased
2.91 lakh poles from the market during 2010-13. Above table revealed that in
case of full utilisation of the installed capacity, 1.81 lakh poles could have been
manufactured in its own workshops. Due to the purchase of these poles from the
market, the Company had to incur extra expenditure of I 3.58 croref

3.3.2 Non recovery of penalty

As per terms and conditions of the contracts, for shortage of production, the
coutractors were liable to pay a penalty of an amount equal to one and hall per
cent of the estimated cost of the whole work for every week subject to a
maximum of five per cent of the estimated or actual cost of work whichever
was higher. [n case of Mohali and Sarna workshops, production was less than
the targets fixed. Penalties of I 21.92 lakh were imposed on the contractors
and only an amount of T 9.90 lakh was recovered. As regards less recovery the
Company replied that less production was due to non availability of sand/ bajri
consequent to ban on mining of approved quarries by Punjab and Haryana
High Court. The Company reply is not justified because in Muktsar the
contractor had achieved the (ull targets.

Worked out on the basis of difference between market price per pole and the variable
expenditure to manutacture such pole
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3.3.3 Non maintenance of proper records of consumption of materials

The Company approved (November 2007) the norms for consumption of
various materials for manufacture of poles. Consumption of raw materials was
being accounted for in the stock registers on normative basis and not on actual
consumption basis. As per Material Accounting Manual of the Company,
physical verification of stocks was required to be conducted at least once in a
year. Audit, however, noticed that physical verification of stock was not
conducted at regular intervals. Physical verification was conducted only in
respect of Pilot Workshops at Sarna and Mohali during 2011-12.

Due to non maintenance of records on actual consumption basis coupled with
non conducting of physical verification at regular intervals, proper utilisation
and non-pilferation of material could not be ensured.

3.3.4 Non availing of CENVAT credit on production of poles

As per the provisions of Central Excise Act, 1944, Pole manufacturing
workshops were eligible to take credit of excise duty (CENVAT Credit) paid
on the raw materials like cement and steel procured from outside. To avail
CENVAT credit of excise duty paid, original excise duty documents along
with certificates that requisite excise duty had been paid to the excise
department were necessary.

During December 2010 to April 2013, the Pilot Workshops lifted 216.896 MT
GMS wire valuing X 1.16 crore (Mohali: 57.480 MT, Muktsar: 101.902 MT
and Sarna: 57.514 MT) from various Central Stores of the Company. Audit
noticed that documents regarding payment of excise duty at the time of
procurement of GMS wire were not provided 1o the workshop authorities. The
workshops, therefore, could not avail CENVAT credit of excise duty of
% 12.53 lakh. Management replied (October 2013) that huge stock of wire
procured by CE/MM was lying in Central Store which was diverted to
workshops. Reply is not acceptable as documents should have been arranged
in the name of workshops to get the CENVAT credit.

Failure of the Company to evolve ways and means for optimum utilisation of
installed capacity of its workshops and resorting to purchase of PCC poles
from the market, non recovery of penalty from the contractor and non availing
of CENVAT credit resulted in tinancial loss ot < 3.83 crore.

Audit recommends that the Company should evolve ways and means to
achieve optimal utilisation of the installed capacity of its pole manufacturing
workshops.

The matter was veported to the Government (July 2013), their reply was
awaited (November 2013).
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3.4 Non realisation of subsidy on account of waiver of electricity bills

Non compliance with provisions of the Electricity Act, 2003 in waiver of
electricity bills of domestic supply consumers of 367 flood affected villages
of four districts resulted in non realisation of subsidy of ¥ 9.32 crore
coupled with loss of interest amounting to X 1.86 crore.

Punjab State Power Corporation Limited (Company), taking notice of the
announcement made by the Chief Minister, waived electricity bills for two
months i.e. August 2011 and September 2011 amounting to ¥ 9.32 crore’
(excluding electricity duty) of 1.23 lakh domestic supply (DS) consumers of
flood alfected villages of the districts of Mukatsar, Fazilka, Tarn-Taran and
Amritsar. The Company addressed (December 2011) the State Government for
giving in writing to Punjab State Electricity Regulatory Commission (PSERC)
for providing and granting subsidy to the Company on account of waiver of
electricity bills of flood affected villages under Section 108 of the Electricity
Act, 2003. But, despite repeated reminders, the Company failed to elicit
requisite subsidy and written concurrence of the State Government in this
regard even after lapse of more than one year.

Audit observed (October 2012) that the action of the Company to waive the
electricity bills without obtaining formal/ written directions of the State
Government and also without approval of PSERC was not compliant with
provisions of the Act. This resulted in non realisation of I 9.32 crore on
account of subsidy due to waiver of the electricity bills coupled with loss of

interest amounting to ¥ 1.86 crore'".

The Management while admitting the facts stated (January 2013) that matter
of reimbursement has been taken up with the State Government and their
decision was awaited.

Audit recommends that in order to safeguard its financial interest, the
Company should not take decisions like waiver of electricity bills without
obtaining formal/written directions of the State Government. The State
Government may also consider to reimburse the amount to the Company.

The matter was reported to the Government (March 2013), their reply was
awaited (November 2013).

Details supplied by the Company.
Worked out at the rate of 10 percent per annum for two years
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3.5 Loss of revenue due to excessive energy losses on independent feeders

Inaction on the part of divisional authorities of PSPCL to check excessive
energy losses in respect of independent feeders resulted in revenue loss of
T 6.18 crore.

The instructions issued (March 1987) by the erstwhile Punjab State Electricity
Board {now Punjab State Power Corporation Limited (PSPCL)} require that
in case of independent feeders'', the energy consumption recorded by a meter
installed at the consumer’s premises should be compared by the sub divisional
officers/divisional officers with the energy consumption shown by the
metering equipment installed at the feeding Substation. The energy
consumption recorded by the two meters should reasonably compare except
for losses in the feeder. In case wide variation in consumption pattern is
observed then the reasons for wide variations should be examined and
remedial measures taken to avoid revenue losses on account of excessive
energy losses. 11 KV independent feeders to individual consumers come
under the category of “transformation to intermediate voltage Ilevel
transmission system and step down to sub-transmission voltage level”. Punjab
State Electricity Regulatory Commission had not prescribed norms for line
losses in respect of independent feeders. However, according 1o
recommendations of Central Electricity Authority and various research
institutes like “The Energy and Resources Institute (formerly known as Tata
Energy Research Institute)”, line losses under this category normally range
between 1.5 and 3.0 per cent. In the neighbouring State of Haryana, Haryana
Electricity Regulatory Commission (Duty to supply electricity on request,
Power to recover expenditure incurred in providing supply & Power to require
security) Regulations, 2005 do not provide'? for any line losses in respect of
independent feeders to individual consumers.

During the scrutiny of records of eight divisions for the period of April 2010
to March 2013, it was noticed that in case of 39 out of 60 independent feeders
to individual consumers of four operation divisions' as detailed in Annexure-
11, line losses i.e. the variations between energy consumption recorded by a
meter installed at the consumer’s premises and meter installed at the feeding
Substation ranged between 3.03 and 18.48 per cent i.e. even much above the
maximum limit of three per cent.

“Independent Feeder” means a teeder emanating from a Substation, tor supply of
electricity to a single consumer, ar, a group of consumers having similar process on
the same or contiguous premises.

In case of a consumer, who on his own, requests for supply of electricity through
independent feeder, will be billed as per the joint meter reading, by consumer and the
licensee, of the meter placed at the Substation from where the independent feeder is
emanating. Tnstallation of metering arrangements at the consumer end would be
optional.

Focal Point (Special) Operation Division. Ludhiana, Operation Divisions ot Goraya,
Lalru and Mohali
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Audit observed that in spite of wide variation in the consumption pattern of
independent energy feeders, the divisional authorities had neither analysed the
reasons thereof nor taken any remedial measures to arrest excessive energy
losses. Inaction on the part of divisional authorities of PSPCL (o check
excessive energy losses, resulted in revenue loss of X 6.18 crore (calculated
after allowing maximum permissible limit of line losses of 3 per cenf) in
respect of independent feeders.

Audit recommends that the Company should take remedial measures to arrest
excessive energy losses on independent feeders and should also approach the
State Electricity Regulatory Commission to frame norms in this regard.

The matter was reported to the Government and the Company (April 2013),
their replies were awaited (November 2013).

3.6 Blockade of Funds

Purchase of rails in advance with the borrowed funds from REC without
proper planning and co-ordination resulted in blockade of funds of ¥ 7.13
crore coupled with consequential loss of interest of X 1.30 crore.

The railway track constructed during 1980-81 from Roopnagar to Guru
Gobind Singh Super Thermal Plant (GGSSTP) was required to be renewed as
it had outlived its life. Rural Electrification Corporation (REC) sanctioned
(October 2009) a loan of I 15.16 crore representing 90 percent of the
expenditure to be incurred on the replacement at the rate of interest of 11.50
percent per annum. A Purchase Order (PO) was placed (October 2010), on
M/s Steel Authority of India Limited (SAIL) for supply of 1,129 MT of Grade
880 prime quality rails at a total cost of ¥ 7.27 crore and the entire payment
was made on 21 December 2010. M/s SAIL supplied 1,106.23 MT (January
2011) of rails amounting to ¥ 7.13 crore and refunded (21 February 2011)
T 13.49 lakh for the non supply of remaining quantity of rails.

Meanwhile, the Company initiated (December 2010) the work of inviting the
tenders for the execution of Complete Track Renewal (CTR) work. The work
order for CTR was finalised (September 2012) at a total cost of X 7.24 crore
(X 5.93 crore for supply of material and X 1.31 crore for civil work) with
a completion time of 12 months.

The Company procured (February 2011) the rails amounting to X 7.13 crore
much before the finalisation of the contract for the execution of CTR work
which remained unutilised for a period of 19" months. Thus, this improper
planning in the procurement of rails being not in tandem with execution of
CTR work resulted into the blockade of funds of X 7.13 crore coupled with

4 From 14 February 2011 (receipt of material in stores of PSPCL) to 18 September 2012

(allotment of work)

79



Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

consequential loss of interest of ¥ 1.30 crore (worked out at the rate of 11.50
percent per annum for 19 months).

The Management stated (October 2013) that there was no ill planning as
parallel action was initiated for finalisation of contract for the execution of
CTR work alongwith procurement action of rails. Only the compelling
circumstances led to the unwanted delay and there was no financial loss to the
Company. Reply is not acceptable as the procurement of rails being not in
tandem with execution of CTR work resulted in blockade of funds.

The matter was reported to the Government (July 2013), their reply was
awaited (November 2013).

Punjab State Warehousing Corporation, Punjab State Civil Supplies
Corporation Limited and Punjab State Grains Procurement Corporation
Limited

3.7 Loss due to allotment of paddy in violation of Custom Milling Policy

Allotment and storing of paddy with the miller by the procurement
agencies in multiple violations of Custom Milling Policy caused financial
loss of ¥ 59.10 crore.

State procuring agencies procure paddy from mandis for Central Pool on
behalf of Food Corporation of India (FCI) and get it milled from the allotted
millers according to Custom Milling Policy (CMP) of the concerned year for
onward delivery of rice to FCIL.

2.16 lakh MT of paddy was stored with miller at various premises as detailed
below during Kharif Marketing season (KMS) 2009-10:

Table 3.2
Name of | Local paddy against | Paddy transferred | Total paddy
procurement | allotment of milling | from other districts on | stored with
agency capacity cash security basis the miller
MT MT MT

MARKFED® 23,266 28,189 51,455
PSWC 9,931 35,223 45,154
PUNSUP 18.424" 42,801 61,225
PUNGRAIN Nil 57,716 57,716
Total 51,621 1,63,929 2,15,550

MT

Not under our audit jurisdiction
Miller complex: 728 MT, Tehsil complex: 6,281 MT and Ranwan complex: 2,922

17 Miller complex: 2,353 MT, Tehsil complex: 8,716 MT, Ranwan complex: 4,261 MT
and Satwant complex: 3,094 MT
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The paddy stored with the miller was required to be milled by 31 March 2010
which was subsequently extended upto 15 July 2011. The miller failed to mill
the entire paddy by the stipulated date. A large quantity of 17,686 MT of local
paddy (PSWC: 1,615 MT and PUNSUP: 16,071 MT) and 38,281 MT of
paddy transferred from other districts (PSWC: 18,148 MT, PUNSUP: 9,711
MT and PUNGRAIN: 10,422 MT) was lying unmilled even after expiry of
extended date of 15 July 2011.

Scrutiny of the record showed that:

(@)

(i)

(iii)

(iv)

™)

(vi)

PSWC stored 9,931 MT of local paddy with the miller without
any agreement as well as without any cash security, whereas
CMP for KMS 2009-10 provided that in any case no paddy was
to be stored with the miller till the execution of the agreement.

PUNSUP stored 16,324 MT (18,424-2,100), over and above the
permissible quantity of 2,100 MT against the allotted milling
capacity without obtaining any cash security from the miller.

Both, PSWC and PUNSUP also failed to obtain any receipts from
the miller in token of paddy stored in joint custody with the
miller.

Though, 1,63,929 MT surplus paddy of other districts was stored
with the miller against cash security of I 7.82 crore deposited
with PUNGRAIN (nodal agency in this regard) but it was
without any agreement as required in CMP.

Physical verifications of paddy stocks were not being conducted
as the companies jointly stated that the miller has never permitted
the agencies to conduct physical verification. Release orders for
milling of paddy were not being released. Hence milling
operations were not being monitored properly.

When the District administration Fatehgarh Sahib directed
{August 2010) that paddy of PSWC, PUNSUP and MARKFED
stored at the Ranwan Complex, be shifted to some other place,
the procuring agencies did not initiate any action to shift the
paddy on the plea that the paddy had been allocated to the miller
and it was for the miller to shift the paddy. The District
Administration removed (December 2010) the paddy with JCB
machines causing extensive damage. The damaged paddy was
disposed off through auction process in April/May 2012 and the
PSWC and PUNSUP suffered a loss of X 24.76 crore in the
process in addition to loss of ¥ 6.13 crore on account of shortage
found at the time of auction, as detailed in Annexure-12, besides
loss of interest of I 8.89 crore'®. PUNGRAIN has initiated

¥ Unmilled paddy of 45,545 MT (PSWC: 1,615 MT of local paddy and 18,148 MT of
paddy transferred trom other districts and PUNSUP: 16,071 MT of local paddy and 9,711
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arbitration proceedings to recover loss of ¥ 19.32 crore from the
miller.

(vii)  The cash security was required to be refunded afier completion of
milling. However, PUNGRAIN, released (March-June 2010)
cash security of I 7.82 crore without ascertaining the status of
milling and even without taking consent of concerned procuring
agencies.

Audit observed that multiple violations of Custom Milling Policy- caused
financial loss of T 59.10 crore'®. Further, releasing of cash security of ¥ 7.82
crore by PUNGRAIN in violations of CMP deprived the procuring companies
of even the opportunity of partial recoupment of loss.

In their reply, PUNSUP and PSWC stated (June 2013/July 2013) that the
matter regarding the execution of contracts, issuing of receipts in token of
storing of paddy in joint custody and depositing of cash security for local
paddy allouted over and above the permissible limits was taken up with higher
authorities of F&SD but no corrective action was initiated against the miller to
safeguard the financial interest of the procuring companies. The reply of the
two agencies was not acceptable as multiple violations of CMP by them and
non securing of their own interests gave the miller a chance to intlict a loss so
much so that they could not even prove the entrustment of paddy stocks to the
miller. PSWC further stated that recovery suit of due amount recoverable
from the miller has been filed. PUNSUP stated that a revised claim is being
prepared for filing before the Sole Arbitrator. Further developments were
awaited (November 2013).

The matter was reported to the Government and PUNGRAIN (May 2013),
their replies were awaited (November 2013).

Punjab State Warehousing Corporation, Punjab Agro Foodgrains
Corporation Limited, Punjab State Grains Procurement Corporation
Limited and Punjab State Civil Supplies Corporation Limited

3.8 (a) Remittances of sale proceeds to cash credit accounts

Delay in remittance of sale proceeds of foodgrains to cash credit accounts
caused avoidable loss of interest of ¥ 4.66 crore.

The State Government procures tfoodgrains (wheat and paddy) for the Central
Pool through its five procuring agencies’’. For procurement of these

MT of paddy transferred from other districts) x ¥ 12,243.80 (Rate of paddy per MT as per
Custom Milling Policy) x 17 Months (November 2010 to March 2012) x 11.25 per cent
(rate of interest as per CMP)

9 % 24.76 crore + % 6.13 crore + T 8.89 crore + T 19.32 crore

% Punjab Agro Foodgrains Corporation Limited (PAFCL), Punjab State Grains
Procurement Corporation Limited (PUNGRAIN), Punjab State Civil Supplies
Corporation Limited (PUNSUP), Punjab State Warehousing Corporation (PSWC) and
Punjab State Cooperative Supply and Marketing Federation Limited (Markfed).
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foodgrains, the State Government, with the authorisation from the Reserve
Bank of India and consent of Government of India, avails cash credit limits
(CCL) from the State Bank of India (SBI). The State Government further
allocates CCL so sanctioned to all the procuring agencies on the basis of
procurement targets fixed by it. Procuring agencies avail CCL on the basis of
actual procurement of foodgrains. SBI releases the CCL to the procuring
agencies against hypothecation of foodgrain stocks and guarantee given by the
State Government. Crop wise new CCL account is opened with the SBI by
each agency which is operative up to the end of procurement season. All
expenses on account of procurement and storage of foodgrains during the
season are met from this account and the sale proceeds of the same received
from the Food Corporation of India (FCI) are credited into the respective crop
CCL account.

FCI credits all payments on account of dispatches of foodgrains (wheat and
rice) in current accounts of respective District Manger(s) of procuring agencies,
who after maintaining the required minimum balance in the current accounts
transfer the balance to CCL accounts.

Test check of bank statements of CCL accounts of six district offices®' for the
period April 2010 to March 2013 of all the four® procuring agencies, showed
that there was a delay ranging between 1 and 39 days™ in transfer of sale
proceeds of T 0.48 lakh to T 74.62 crore™ to the respective CCL accounts,
causing avoidable loss of interest of I 4.66 crore.

It was noticed that PUNGRAIN had initiated action to check avoidable loss of
interest and opened single crop collection current account (crop wise) and
requested (June 2011) the General Manager, FCI, Punjab to direct its district
offices to credit the amount of sale proceeds against the delivery of foodgrains
in the respective crop collection current account. It also issued (June 2011)
standing instructions to the SBI to transfer/credit these sale proceeds to the
respective CCL accounts after maintaining the required minimum balances in
the respective crop collection current accounts. Audit, however, observed that
this system was not implemented fully by its field offices.

While accepting the contention of audit, PAFCL and PUNSUP have stated
(August 2013) that now the district offices have been directed to ask FCI to
remit the funds directly in the current account opened in SBI at head offices.

The matter was reported to the Government and Punjab State Warehousing
Corporation (August 2013), their replies were awaited (November 2013).

Amritsar, Sangrur, Ferozpur. Ludhiana, Patiala and Bhatinda
Markfed is not under our audit jurisdiction

3 PAFCL 1 to 16 days, PUNGRAIN 1 to 39 days, PSWC 1 to 13 days and PUNSUP 1
to 12 days
# PAFCL ¥ 1.01 lakh to ¥ 22.16 crore, PUNGRAINT (.48 lakh to I 74.62 crore,

PSWC X 0.80 lakh to ¥ 22.34 crore and PUNSUP X 5.04 lakh to ¥ 23.50 crore
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3.8 (b) Loss of interest due to delays in claiming of incidentals

Delay in recovery of incidental charges of ¥ 159.20 crore and non
recovery of bonus and incidental charges of X 18.73 crore resulted in loss
of interest of X 6.30 crore.

The district offices of the procuring agencies were required to prepare and
raise the sale bills and claim the reimbursement of full cost of wheat i.e.
minimum support price (MSP), bonus and other incidental charges® from the
FCI within one day from receipt of the dispatch documents of delivery of
wheat to them from the field officers.

During scrutiny of records of four procurement agencies™ we observed that
these district offices did not claim the full amount of MSP, bonus and
incidentals charges in the sale bills lodged with FCIL. In respect of crop year
2010-11, 2011-12 and 2012-13, the district offices failed to claim incidental
charges in the sale bills lodged with FCI for 12.25 lakh MT of wheat
delivered. District offices raised the supplementary claims of I 171.29 crore
for the same after delays ranging between | and 1,037 days. out of which
% 159.20 croré had been received. The delay in claiming of incidentals resulted
in consequential loss of interest of I 4.81 crore (PAFCL X 0.31 crore,
PUNGRAIN R 1.77 crore, PUNSUP X 1.08 crore and PSWC X 1.65 crore) as
detailed in Annexure-13. Remaining payment of X 12.09 crore against the
above supplementary bills has not been received till March 2013, resulting in
further loss of interest of ¥ 25.36 lakh.

Further, district office Patiala of PSWC and district office Ludhiana of PAFCL

failed to raise the supplementary bills of bonus and wheat incidentals

amounting ¥ 6.64 crore™ till March 2013, resulting in loss of interest of T 1.24
30

crore™".

Delay in claiming bonus and incidental charges resulted in late recovery of
incidental charges of ¥ 159.20 crore and non recovery of bonus and incidental

» Statutory charges (Market fee, Rural Development Cess, Infrastructure Development

Cess, Value Added Tax), Dami/ Arthiya commission, Mandi Labour Charges,

Transportation and handling charges, custody and Maintenance charges, interest charges,

Cost of gunny bags etc.

Punjab State Warehousing Corporation (PSWC), Punjab Agro Foodgrains Corporation

Limited (PAFCL). Punjab State Grains Procurement Corporation Limited

{(PUNGRAIN), and Punjab State Civil Supplies Corporation Limited (PUNSUP)

Calculated trom the 16™ of the month in respect of sale bills lodged during 1% to 15™ of

the month and from 1" of the succeeding month in respect ot sale bills lodged during

16™ to the last day of the month.

*®  PAFCL X 17.40 crore. PUNGRAIN X 53.18 crore. PUNSUP X 45.01 crore, PSWC
%43.61 crore

7 PSWC: bonus T 1.58 crore and incidentals ¥ 3.20 crore and PAFCL: bonus % 1.86 crore

* PSWC: R 0.92 crore and PAFCL:  0.32 crore

27

=
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charges of ¥ 18.73 crore (X 12.09 crore + X 6.64 crore) and consequential loss
of interest of T 6.30 crore”’ (% 5.06 crore + ¥ 1.24 crore).

PAFCL stated (August 2013) that final rates of incidentals are yet to be
finalised by the GOI and revised bills would be raised on the receipt of final
rates from GOI. Further, complete bills were not raised as per the directions
(verbal) of FCI. The reply was not acceptable as the Company was required to
claim the bonus and incidental charges in the sale bills lodged with FCI after
delivery of wheat to avoid loss of interest as payment against cash credit is
made only after the reimbursement is received from the FCI. Further, there
were no written instructions/ directions from the FCI regarding raising of
partial bills.

The matter was reported to the Government and to other three procurement
agencies (April 2013), their replies were awaited. (November 2013).

3.9 Procurement and distribution of gunny bags

Failure of the Company to introduce an effective monitoring system for
the procurement of gunny bales and non evolving a crop year wise time
bound programme for reconciliation of advance payments resulted in
financial loss of X 29.15 crore.

The Director, Food, Civil Supplies and Consumer Affairs, Punjab, (DFSC)
places the consolidated indent on behalf of all the five’® State foodgrain
procuring agencies with the Director General of Supplies and Disposals,
Kolkata, (DGS&D) for the supply of gunny bales, after receipt of advance
payment from the procuring agencies (arranged on cash credit limit from
banks). DFSC, while placing the indent on DGS&D, intimate the monthly
schedule of supply of gunny bales along with the name of rail heads where the
gunny bales are required by the procurement agencies. DGS&D, Kolkata
places the supply order on the rate contract firms who deliver the gunny bales
directly to the District Managers (DMs) of the concerned agencies at the rail
heads intimated to them in advance.

Scrutiny of records of five® district offices of the four™ procurement agencies
showed the following irregularities:

A Interest calculated at the cash credit rates. tor the crop year 2010-11 at the rate of

11.25 per cent, tor crop year 2011-12 at the rate of 11.60 per cent and for crop year
2012-13 at the rate of 12.70 per cent.

Punjab State Civil Supplies Corporation Limited, Punjab State Warehousing
Cortporation, Punjab State Grains Procurement Corporation Limited, Punjab Agro
Foodgrains Corporation Limited and Punjab State Cooperative Supply and Marketing
Federation Limited (MARKFED)

Ludhiana, Patiala, Ferozepur, Jalandhar and Sangrur
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Deficient system for rveconciliation of advance payments released for
procurement of gunny bales

3.9.1 The DFSC/Procuring agencies did not evolve any crop year wise time
bound system (i.e June-July tor Rabi Season and December —January tor
Kharif season) for timely reconciliation of advances given for procurement of
gunny bales and actual gunny bales received alongwith bills thereof. The crop
year wise and procuring agency wise funds placed with the DGS&D and funds
adjusted on the basis of bills received for gunny bales received and unadjusted
balance lying with the DGS&D is tabulated in the Annexure 14. Scrutiny of
Annexure showed that on the basis of indented quantity, amount of I 954.27
crore and X 3,106.78 crore were released as advance payment by the procuring
agencies for Rabi and Kharif season 2010-11 to 2012-13 to the DGS&D
Kolkata. Against these advances, bills amounting to I 786.52 crore and X
1,795.57 crore were adjusted for supply of gunny bales. Resultantly, amount
of X 167.75 crore (2010-11: X 18.40 crore, 2011-12: ¥ 45.47 crore and 2012-
13: ¥ 103.88 crore) for Rabi season and ¥ 1,311.21 crore (2010-11: ¥ 359.85
crore, 2011-12: X 110.68 crore and 2012-13: ¥840.68 crore) for Kharif season
remained unreconciled (as on 31 March 2013) due to non receipt of bills from
DGS&D.

From December 2010 to January 2013, DFSC adjusted/ received refund of
¥ 335.61 crore® only from DGS&D Kolkatta in respect of four procuring
agencies for crop years 2010-11, 2011-12 and 2012-13 without any basis and
without identification of procuring agency to which it pertains. Qut of the
above refund, X 8.25 crore was not distributed amongst the procuring agencies.
DGS&D Kolkatta intimated (June 2012), that ¥ 27.34 crore was excess
refunded which was yet to be adjusted. Delay in receipt of refunds from
DGS&D resulted in loss of interest of ¥ 19.15 crore®® to the procuring
agencies. On being pointed out (May 2013) in Audit, the DFSC, Punjab
directed (July 2013) all the procuring agencies to reconcile the figures with the
DGS&D, Kolkata at their own level.

Thus, failure of the DFSC/procuring agencies for evolving any time bound
system for reconciliation of funds with the DGS&D Kolkata has not only
resulted in loss of interest of T 19.15 crore but also non reconciliation of funds
0f%1,170.69 crore’” of the procuring agencies.

M Punjab State Cooperative Supply and Marketing Federation Limited is not under our

Audit jurisdiction.

s T 100 crore (December 2010- January 2011 adjusted), X 227.36 crore (28 May 2012),
X 8.25 crore (July 2013)
36 X 3.75 crore on X 100.00 crore from August 2010 to November 2010, I 14.78 crore

on X 200.02 crore and ¥ 0 .62 crore on I 8.25 crore
% 1,311.97 crore +X 167.75 crore - (X 100.00 crore + X 227.36 crore - X 27.34 crore +
% 8.25 crore).
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Non settlement of claims of gunny bags

3.9.2 As per the standing instructions of the procuring agencies, the field
offices, on receipt of gunny bales were required to carry out inspection of the
gunny bales at their end and necessary claims regarding short/damaged gunny
bales were to be lodged by the procuring agencies with the DGS&D Kolkatta
under intimation to the Director (Quality and Assurance), Kolkata. Damaged
gunny bales/bags against which the complaint was made, were not to be
consumed and retained for joint inspection.

The pending claims (i.e damaged gunny bales, wharfage/demurrage etc.) for
% 50.35 crore as detailed in Annexure 15 in respect of crop year 2003-04 to
2011-12  of the four procuring agencies were submitted (January/February
2013) to the DGS&D Kolkata. Joint inspection involving claims of ¥ 3.07
crore pertaining to the period (KMS 2003-04 to KMS 2011-12) was carried
out (April 2005 to November 2011) and for remaining claims of ¥ 47.28 crore
gven joint inspection was not cartied out.

Non pursuance of standing instructions and lack of internal control to enforce
timely submission of gunny bales claims to DGS&D, Kolkatta resulted in non
settlement of claims of ¥ 50.35 crore.

Irrecoverable loss due to disposal of new damaged gunny bags

3.9.3 To minimise chances of wrong rejection of bales, the DGS&D directed
{(June 2006/April 2008) all the indenters/consignees to store rejected/ damaged
gunny bales at consignees' premises at suppliers' risk and the consignees were
to charge ground rent if the rejected stores were not removed within the
specified period of 30 days. The DFSC decided (March 2010) that in case of
failure to lift the damaged gunny bags by the suppliers, the gunny bags were to
be disposed off through open auction at the risk and cost of the supplier,
provided the inspection/ rejection of the damaged gunny bales was done as per
the guidelines. PUNGRAIN constituted (March 2010) a committee for the
disposal of damaged gunny bales through open auction. Similarly, PUNSUP
also decided (March 2011) to auction the new damaged gunny bags lying at its
various centers.

Audit noticed that out of four procuring agencies, only two procuring agencies
i.e PUNGRAIN and PUNSUP after giving a notice to DGS&D and suppliers,
auctioned 25.76 lakh new damaged gunny bags valuing I 10.07 crore lying in
five™ district offices during July 2010 to February 2012, and realised ¥ 0.60
crore, at rates ranging between I 2.15 to ¥ 3.87 per bag despite having no
clause in the supply order for disposal of damaged gunny bags at the risk and
cost of the suppliers. This has resulted into irrecoverable loss of T 9.47 crore™
in case of two procuring agencies.

Ludhiana, Patiala, Ferozepur, Jalandhar and Sangrur

kj .
¥ Punsup: I 8.63 crore and Pungrain: X 0.84 crore
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Lack of monitoring of bills of gunny bales

3.9.4 Records of PAFCL showed that bill (September 2009) of 780 gunny
bales valuing ¥1.26 crore supplied by M/s Hasting Jute Mills was received
against which neither the railway receipts nor the gunny bales were received.
PAFCL took one year to ascertain that these gunny bales were actually
received by the district office Patiala of the PUNGRAIN and took up
(September 2010) the case with the DFSC for crediting the amount with
interest to its account but no response for its adjustment was received. On
being pointed out (September 2011) in Audit, the PAFCL got adjusted (May
2013) the amount of ¥ 1.26 crore by book adjustment after a delay of 45
months.

While accepting the audit contention PAFCL stated (September 2013) that if
the bills had been received in time, the adjustment would have been done.
Reply was not convincing as it was mainly due to lack of monitoring of the
procurement process.

Thus, due to lack of proper monitoring system of procurement of gunny bales
and non pursuance regularly by the PAFCL resulted in delay in adjustment of
% 1.26 crore and consequential loss of interest of T 0.53 crore.

DFSC stated (October 2013) that the staff of procuring agencies is now
reconciling their accounts and due amount will be distributed as per their
share. It was also stated that now strict instructions have been issued to
procuring agencies to reconcile their accounts after close of every crop year.

Audit recommends that in order to safeguard their financial interests, the
Procuring agencies should introduce an effective monitoring system and
evolve a crop year wise time bound programme for reconciliation of advance
payments released for the procurement of gunny bales.

The matter was reported to the concerned procuring agencies and the
Government (September 2013), their replies were awaited (November 2013).

Punjab State Industrial Development Corporation Limited

3.10 Implementation of One Time Settlement Policy

Non recovery of interest on expenses, extending OTS to profit making
units, accepting OTS after expiry of last date, non exercising of diligence
regarding willful default, incorrect covering of unit under riot affected
category and favour to ineligible units resulted in financial loss of X 147.80
crore.

Punjab State Industrial Development Corporation Limited (Company) was
incorporated (1966) with the main objective to promote, aid, assist and finance
industries in the joint sector, assisted sector and other units through equity
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investment and by disbursing of loans. The Company stopped its equity
investment activity in 2003-04 and loan disbursement activity in 2006-07.

A total investment (excluding investment made in the Public Sector Units) of
¥ 203.51 crore made by the Company in 125 units was over due (March 2009)
for disinvestment and loans of I 266.33 crore were Non Pertorming Assets
(NPAs).

The State Government formulated (March 2009) One Time Settlement (OTS)
Policy for settlement of cases of equity investment with the collaborators of
non profit making units and loans categorised as non performing assets
(NPA)* as on 31 March 2008. In the case of equity investment, OTS amount
was to consist of amount invested plus simple interest at the rate of 10 per cent
from the date of disbursement plus expenses in current accounts with the
Company. In case of loans, OTS amount was to consist of principal amount
outstanding plus interest at concessional rates ranging from four to 12 per cent
from the date of disbursement till the cut off date. The OTS Scheme was open
upto 30 May 2009 and was extended for loans upto 31 December 2009 and for
equity investments upto 16 February 2011.

The Company settled equity investment cases of 23 units under the OTS
Policy 2009 with settlement amount of ¥ 48.93 crore (Principal: ¥ 21.65 crore,
Interest and expenses: < 27.28 crore) against due amount of X 148.58 crore in
terms of the Financial Collaboration Agreements (FCA) and sacrificed X 99.65
crore. Loan cases of 39 units were also settled under OTS Policy 2009 with
settlement amount of ¥ 78.66 crore (Principal: ¥ 37.45 crore and interest and
expenses: X 41.21 crore) against outstanding amount of ¥ 367.97 crore in
terms of loan agreements and sacrificed ¥ 289.31 crore. 17 cases of equity
investment involving sacrifice of interest of I 63.16 crore and 30 cases of
loans involving sacrifice of interest of I 255.35 crore covered under OTS
policy 2009 were test checked in audit, Audit findings in this regard are
discussed in succeeding paragraphs:

OTS for Loans
Accepting OTS after expiry of last date

As per the terms of OTS Policy 2009, applications for OTS were to be
received upto 31 December 2009. However, the Company accepted (February
2011) applications of six*' units and settled their outstanding loans dues of
T 143.06 crore at X 24.20 crore. The faulty implementation of OTS resulted in
foregoing of X 118.86 crore.

40 NPA is a loan where interest and/or installment of principal remain overdue for a period

of more than 90 days in respect of term loan.
*! Jay Enn Casting Limited, MBS India Limited, BCL Ferro Alloys (P) Limited,
Brincoge Tools (P) Limited, Harisar Papers Limited and Rajeev Paper Mills Limited
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Extending OTS without due diligence regarding willful default

The Company covered six units* under OTS involving defaulted amount of
X 27.79 crore (Principal X 5.01 crore and Interest ¥ 22.78 crore) and settled
their accounts for ¥ 7.84 crore on the basis of their affidavits that the units
were not wilful defaulters in terms of RBI guidelines. Audit noticed that
allowing the OTS to these units without assessing the eligibility criteria with
regards to the wilful default by analysing the balance sheets of units lacked
Justification and resulted in sacrifice of X 19.95 crore.

Incorrect covering of the unit under the riot affected category

OTS Policy 2009 provided for charging of interest at the rate of 12 per cent on
the outstanding principal plus expenses for units having tangible securities and
interest at the rate of four per cent for units under the category of “riot affected
companies”. M/s. Bestavision Electronics Limited involving defaulted amount
of X 11.14 crore for loans granted during 1995 and 1998 (with tangible
securities) applied (May 2009) for OTS under OTS Policy 2009 under the
category of “riot affected companies”. The Company accepted (June 2012) the
proposal and settled the dues of the unit at X 1.61 crore (Principal X 1.40 crore
and Interest X 0.21 crore) after sacrificing I 9.53 crore.

The OTS granted to the unit was not correct as the unit did not fall under the
category of riot affected category. The unit was promoted in August 1985 i.e.
after 1984 riots and was subsequently taken over (April 1987) by the riot
affected family. Further, the loans of the unit covered under OTS were granted
during 1995 and 1998 i.e. after more than 11 yearts of riots. Thus, acceptance
of proposal of the unit under “riot affected category” lacked justification. The
Company inflicted upon itself financial loss 0f X 2.03 crore, as it could recover
X 1.61 crore only against X 3.64 crore if the same had been covered under the
category of unit with tangible security.

Favour to ineligible units by reviving old OTS

OTS Policy 2009 provided that the units which had entered into settlement
under OTS in the past and had paid at least 75 per cent of the amount to the
Company not later than 90 days of the outer/final date of payment were to be
given another opportunity to settle their accounts. Audit noticed that the
Company extended undue benefit of ¥ 6.96 crore by covering following two
ineligible units under this clause.

(a) M/s. Vatika Spinning Mills Limited

OTS sanctioned (April 2005) to M/s Vatika Spinning Mills Limited (a sick
unit), was cancelled (March 2006) due to non adhering to the payment
schedule. While accepting the request of the Unit to cover it under OTS
Policy 2009, the Company worked out OTS amount of ¥ 5.35 crore as per the

a2 Nalanda Woolen Limited, Triveni yarns Limited, O.P.K. Woalen and A.P. Enzemes,

Nabha Industries Limited and G. Drugs & Pharmaceutical Limited
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terims of previous OTS and asked (May 2009) the unit to deposit 75 per cent
of the said amount. The unit was required to pay X 3.82 crore (after adjusting
% 0.20 crore lying in the No Lien account) on or before 4 August 2009 i.e. 90
days from the due date of last installment of the previous OTS. The unit paid
% 20.08 lakh in May 2009 and X 3.35 crore on 31 August 2009 i.e. after
aforesaid due date. Hence, the unit was not eligible to be covered under OTS
Policy 2009. However, the Company accepted (March 2010) OTS for the
unit. It resulted in favour to the unit and loss of T 2.64 crore® to the Company.

(b) M/s. National Agro Chemicals Limited

The Company approved OTS five times to M/s. National Agro Chemical
Industries for two term loans of ¥ 90 lakh and X 81 lakh disbursed during
March 1986 and June 1988 respectively. The unit could not clear the payment
within the stipulated time and each time the OTS was cancelled. Again in
September 2004, the Company introduced OTS policy for taken over assets
whertein all the cases in respect of which assets were taken over by the
Company prior to 31 March 2004 were to be covered provided the last
realistic valuation of the assets was less than the outstanding principal. The
unit’s assets were valued at ¥ 2.48 crore by Punjab Financial Corporation
(PFC) against outstanding principal of ¥ 60 lakh in case of PFC and X 1.71
crore in case of the Company. Hence, the unit was not eligible to be covered
under the OTS policy but still the Company approved (June 2005) the OTS to
the unit. The unit once again did not honour its commitment and the OTS was
cancelled (July 2008) by the Company.

The unit opted (May 2009) for revival of previous OTS under OTS Policy
2009. The Company accepted (March 2011) the unit’s proposal. Audit
observed that the revival of previous OTS of the unit which was itself
defective lacked justification and resulted in loss of ¥ 4.32 crore™to the
Company.

Thus, non recovery of interest on expenses, extending OTS to profit making
units, accepting OTS after expiry of last date, non exercising of diligence
regarding willful default, incorrect covering of unit under riot affected
category and favour to ineligible units resulted in financial loss of ¥ 147.80
crore.

The matter was reported to the Government and the Company (July 2013),
their replies are awaited (November 2013).

4 OTS amount as a fresh case X 7.99 crore less OTS amount as revival of old OTS X 5.35

crore
OTS amount as a tresh case ¥ 5.33 crore less OTS amount as revival of old OTS 31.01
crore

44
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Punjab Agro Foodgrains Corporation Limited

3.11 Failure to get reimbursement of carry over charges

Failure to maintain the quality of wheat stocks resulted in non-
reimbursement of carry over charges amounting to X 10.59 crore.

The Company is responsible for maintaining good quality of wheat stored till
its delivery to FCI. The godown/plinth incharge is responsible to maintain the
quality and quantity of wheat stocks and the district manager is required to
inspect the stocks once in a fortnight and make record of the inspections and
ensure removal of the anomalies observed in the preservation of wheat stock
by the plinth incharge and fix the responsibility of the negligent officials. The
wheat is delivered when wheat specials (railway wagons) are arranged by FCI.
The quality of wheat is checked and accepted by the quality control wing of
FCI at the respective storage centers of the Company before loading into the
wagons. In case any stocks are found to be in non-despatchable condition,
COC in respect thereof are stopped forthwith till same are segregated and
oftered for dispatches. In case such stocks are finally dispatched, even then,
the COC for the period, the stocks in question were declared non-issuable/
non-dispatchable till the time they have been taken over, are not reimbursed.

Test check of records of the four district offices at Fatehgarh Sahib, Ludhiana,
Patiala and Ferozepur, of the Company during September/October 2011
showed that before delivery of wheat, FCI inspected (August 2008 to
November 2010) various storage centers of these district offices and declared
85,444 MT wheat stocks as non-issuable/non-dispatchable due to heavy
infestation and unhealthy conditions thereof. Consequently, when after
segregation/upgradation, 49,865.10 MT of these wheat stocks were delivered
{January 2009 to December 2010) to the FCI (remaining stock of 35,579 MT
is lying as damaged wheat), it accepted these stocks but did not allow
reimbursement of carry over charges of X 10.59 crore in respect of these stocks
for the period, from which stocks in question were declared non-issuable/non-
dispatchable to the date of delivery thereof, as detailed below:

Table 3.3

SI. | Name of the | Quantity of wheat delivered | COC disallowed
No. | district office after segregation/ upgradation (R in crore)

1. Fatehgarh Sahib 21,084.00 4.90
2. Ludhiana 17,104.90 2.63
3. Patiala 6,236.20 1.88
4, Ferozepur 5,440.00 1.18
Total 49,865.10 10.59

It was noticed that FCI from time to time had pointed out that the
godown/plinth incharge and district managers of the Company failed to carry
out timely remedial measures to maintain the quality of wheat stocks and its
delivery to FCI in acceptable condition in the first instance. The company had
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charge sheeted the plinth incharges as well the concerned District Managers
who were responsible for the upkeep of the wheat stock.

Thus, due to failure to maintain the quality of wheat stocks and delivery to
FCI in acceptable condition, the Company could not get reimbursement of
COC amounting to X 10.59 crore.

In its reply, the company stated (July 2013) that there was a delay on the part
of the FCI in lifting the stocks which resulted into deterioration of stock. The
reply was not acceptable as the FCI had requested to upgrade the stock and
deliver the stock in acceptable condition but the Company had failed to carry
out timely remedial measures to maintain the quality of wheat stocks and its
delivery to FCI in acceptable condition which was the reason for denial of
carry over charges by the FCI.

The matter was reported to the Government (June 2013), their reply was
awaited (November 2013).

Punjab Information and Communication Technology Corporation
Limited

3.12 Favour to the allottee/ transferee

Due to consistent violations of terms and conditions of allotment/transfer
letter and allowing transfer of plot instead of resuming and reallotting it,
the Company was deprived of the opportunity to earn additional revenue
01 90.70 lakh which amounted to favour to the allottee/transferee.

Punjab Information and Communication Technology Corporation Limited
(Company) allots industrial plots land to the IT/ Knowledge Industry on 99
year lease hold basis as per the prevailing Land Allotment Policy of the State
Government.

The Company allotted (July 2000) an industrial plot measuring 1,000 square
yards to an allottee on 99 years lease hold basis for the manufacture of
electronics items at a cost of ¥ 7.00 lakh. The allottee was required to
commence commercial production within the stipulated period of three years
extendable for further period of six months on the payment of prescribed
extension fee. In the event of failure to do so, the allotment of plot was to be
cancelled/ resumed. Transfer of the plot was admissible on payment of
prescribed transter fee provided the unit remained in commercial production at
least for a period of two years.
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The Company allowed (November 2003) transfer of the said plot on the
payment of requisite transfer fee of ¥ 0.70 lakh even when the allottee did not
start the commercial production. The transferee failed to commence
commercial production on the plot within four years from the date of issue of
transfer letter i.e. upto November 2007, however, the Company did not initiate
any action to resume the plot.

In the meantime, the State Government notified (April 2008) new Land
Allotment Policy. In accordance with new policy, additional time period of
one year from the expiry of last permissible/extended time period or five years
which was later, was allowed to previous allottees/transferees on the payment
of prescribed extension fee. This additional period of one year was
subsequently extended (August 2010) by two years. The Company asked
(June 2008) the transferce to submit the permanent registration certificate
issued by District Industries Centre Mohali or ‘Softex Form’ issued by
Software Technology Park of I[ndia, Mohali as proof of having started
production but as per records, the transferee could not produce requisite
certificate/form.

Audit observed that though the transferee had not started commercial
production on the transferred plot yet the Company again in contravention of
terms and conditions of transfer letter allowed (August 2011) transfer of the
said plot on payment of requisite transfer fee of ¥ 3.00 lakh* and extension
fee of ¥ 5.81 lakh merely on the basis of VAT Challan for the period January
2011 to March 2011 as proof of production. However, on the basis of VAT
Challan only for a quarter it could not be construed that the unit remained in
commercial production at least for a period of two years. Had the Company
resumed the plot and realloted it instead of transferring it to this firm, it could
have fetched realisable value of ¥ one crore at current reserve price™ of
%10,000 per square yards.

Thus, due to consistent violations of terms and conditions of allotment/transfer
letter and allowing transfer of plot instead of resuming and reallotting it, the
Company was deprived of the opportunity to earn additional revenue of
% 90.70 lakh *” which amounted to favour to the allottee/ transferee.

The Company and State Government stated (September 2013) that the
transferee was entitled to extension of one year i.e upto 18 November 2009
under Land Allotment Policy 2008 and extension of additional two years i.e
upto 18 November 2011 in accordance with Notification (August 2010) of the
State Government. Transferee had also submitted VAT Challan for the period
1 January 2011 to 31 March 2011 as proof of production well within the

45
46

Three percent of current reserve price of T ane crore (revised in March 2011).

In its 166™ Meeting held on 21 March 2011, the Company approved the uniform
allotment rate of ¥ 10,000 per square yard in Mohali irrespective of the size of plot.

% one crore minus X 9.30 lakh (X 6.30 lakh: cost of plot minus earnest money of
% 0.30 lakh to be forfeited and ¥ 3.00 lakh transfer fee received from the transferee).

47
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extended permissible period and transfer of plot. Reply was not acceptable as
VAT Challan for the period of January 2011 to March 2011 could not be
construed that the unit remained in commercial production at least for a period
of two years before the transfer of plot i.e August 2011.

(Ajaib Singh)
Accountant General (Audit),

Punjab
Chandigarh
Dated:
Countersigned
(Shashi Kant Sharma)
Comptroller and Auditor General of India

New Delhi

Dated:
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Audit Report no 0f 2014 on PSUs (Social, General and Economic Sectors)

Annexure — 4
(Referred to in paragraph 1.19)

Statement showing investment made by State Government in PSUs, whose accounts
are in arrears

(X in crore)

Sl. | Sector & Name of the PSU Year Paid up | Arrear Investment made by the State
No. upto capital years in Government during the year
which as per which in which accounts are in
accounts | latest investment | arrear
finalised tmallsetd received Equity | Loan | Grants/
accounts SubSld)
A. Working PSUs
Agriculture & Allied
1 | Punjab Agro Foodgrains 2010-11 5.00 - - - -
Corporation Limited
2 | Punjab Agro Juices Limited 2011-12 50.00 - - - -
3 | Punjab State Grains 2010-11 1.05 - - - -
Procurement Corporation
Limited
4 | Punjab State Seeds Corporation 2011-12 - - 14.68
Limited o
e 2008-09 02 30013 12.06
5 | Punjab Water Resource 2011-12 - - 108.48
Management and Development | 7070-11 206.16
Corpoaration Limited 2012-13 - - 190.29
Sector wise Total 357.83 - - - 325.51
Financing
6 | Punjab Venture Capital 2010-11 0.05 - - - -
Limited
7 | Punjab Venture Investors Trust | 2011-12 0.05 - - - -
Limited
Sector wise Total 0.10 - - - -
Infrastructure
8 | Punjab Police Housing 2011-12 0.05 - - - -
Corporation Limited
9 | Punjab Small Industries and 2010-11 50.01 - - - -
Export Corporation Limited
Sector wise Total 50.06 - - - -
Power
10 | Gidderbaha Power Limited 2011-12 0.05 - - - =
11 | Punjab Genco Limited 2011-12 22.90 - - = =
12 | Punjab State Power 2011-12 - - 3,200.07
Tomprdlan L] 2010-11 1 6,08147 =7 73 - - 3,450.00
13 | Punjab State Transmission 2010-11 605.88 2011-12 - - -
Corporation Limited
Sector wise Total 6,710.30 - - - 6,650.07
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Annexure

(X" in crore)

SI. | Sector & Name of the PSU Year Paid up | Arrear Investment made by the State
No. upto capital years in Government during the year
which as per which in which accounts are in
accounts | latest investment | arrear
finalised | finalised | received Equity | Loan | Grants/
accounts Subsidy
Service
14 | Gulmohar Tourist Complex 2008-09 0.02 - - - -
(Holiday Home) Limited
15 | Punjab Intormation & 2011-12 19.23 - - = =
Communication Technology
Corporation Limited
16 | Punjab Police Security 2011-12 0.05 - - - -
Corporation Limited
17 | Punjab State Bus Stand 2010-11 56.15 - - - -
Management Company
Limited
18 | Punjab State Civil Supplies 2011-12 373 | 2012-13 - - 35.36
Corporation Limited
19 | Punjab Tourism Development 2008-09 6.66 - - - -
Corporation Limited
20 | Punjab Municipal 2011-12 0.05 - - - -
Infrastructure Development
Company
Sector wise Total 85.89 - - - 35.36
Total A (All sector wise working PSUs) 7,204.18 - - - 7,010.94
B. Working Statutory corporations
Agriculture & Allied
1 | Punjab State Warehousing 2011-12 8.00 - - - -
Corporation
Sector wise Total 8.00 - - - -
Financing
2 | Punjab Financial Corporation 2011-12 40.39 - - - -
3 | Punjab Scheduled Castes Land | 2010-11 62.15 | 2011-12 1.67 - -
Development and Finance
Corporation
Sector wise Total 102.54 - 1.67 - -
Service
4 | PEPSU Road Transport 2011-12 306.44 - - - -
Corporation
Sector wise Total 306.44 - 1.67 - -
Total B (All sector wise working Statutory 416.98 - 1.67 - -
corporations
Grand Total (A+B) 7,621.16 - 1.67 - 7,010.94
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Audit Report no 0f 2014 on PSUs (Social, General and Economic Sectors)

" in crore)
SI. No. Sector & Year Paid up Investment made by the State
Name of upto capital as | Government during the year
the PSU which per latest in which accounts are in
accounts | finalised arrear
finalised | accounts Equity | Loan | Grants/
Subsidy
C. Non Working PSU
Agriculture & Allied
Punjab Land Development and 1994-95 1.45 1995-96 - - 4.98
Reclamation Corporation Limited 1996-97 ; ; ;
1997-98 = = =
1998-99 = = 2.50
1999-00 - - 1.12
2000-01 - - =
2001-02 - - 1.30
2002-03 = = 5.85
Sector wise total 1.45 - - 15.75
Total A+B+C 7,622.61 1.67 - 7,026.69
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(Referred to in paragraph 2.2.10)

Annexure -7

Annexure

Plant wise and year wise percentage of freight to total cost of coal and
total cost of generation

R in crore)
Year Name of | Freight | Coal cost | Percentage Total Percentage
TPS (including | of freight | Generation | of freight
freight) to Coal Cost to total
cost generation
cost
2008-09 | GGSSTP 903.34 1628.37 55.48 1944.18 46.46
GHTP 505.06 659.35 76.60 870.24 58.04
GNDTP 292.07 504.97 57.84 646.23 45.20
Total 1700.47 2792.69 60.89 3460.65 49.14
2009-10 | GGSSTP | 1033.52 1825.20 56.63 2157.31 4791
GHTP 701.28 945.06 74.20 1181.00 59.38
GNDTP 301.87 515.68 58.54 663.61 45.49
Total 2036.67 3285.94 61.98 4001.92 50.89
2010-11 | GGSSTP 990.63 1841.33 53.80 2167.34 45.71
GHTP 659.84 1138.87 57.94 1519.42 43.43
GNDTP 206.45 363.27 56.83 545.93 37.82
Total 1856.92 3343.47 55.54 4232.69 43.87
2011-12 | GGSSTP 979.97 1895.40 51.70 2270.55 43.16
GHTP 754.71 1336.36 56.48 1720.16 43.87
GNDTP 235.13 412.31 57.03 600.83 39.13
Total 1969.81 3644.07 54.06 4591.54 42.90
2012-13 | GGSSTP | 1149.29 2114.58 54.35 2495.29 46.06
GHTP 867.44 1423.70 60.93 1885.68 46.00
GNDTP 218.14 349.26 62.46 517.52 42.15
Total 2234.87 3887.54 57.49 4898.49 45.62
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Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)
“

Annexure - 8
(Referred to in paragraph 2.2.13.2)
Statement showing the stock positions of LDO and HFO at Thermal Power
Stations of the Company during 2008-09 to 2012-13

LDO (GGSSTP Roopnagar) (Cost of stock: ¥ in lakh)

Year Opening | Receipt | Consumption Closing Cost of | Closing Stock Cost of
stock Stock Closing | equivalent to excess
Balance months stocks
(KL) (KL) (KL) (KL) consumption
2008-09 819.82 0.00 66.99 752.83 137.85 134.92 135.81
2009-10 752.83 0.00 356.14 396.69 72.64 13.37 61.77
2010-11 396.69 | 1177.71 234.45 1,339.95 583.53 68.57 566.51
2011-12 1339.95 0.00 123.41 1,216.54 | 529.77 118.34 520.82
2012-13 1216.54 0.00 262.73 953.81 415.36 43.57 396.29
Total cost of excess stock 1,681.20
LDO (GHTP Lehra Mohabbat) (Cost of stock: ¥ in lakh)
Year Opening | Receipt | Consumption Closing Cost of | Closing Stock Cost of
stock Stock Closing | equivalent to excess
Balance months stocks
(KL) (KL) (KL) (KL) consumption
2008-09 88.00 | 611.00 699.00 0.00 0.00 0.00 0.00
2009-10 0.00 | 1030.00 576.00 454.00 193.18 9.46 152.34
2010-11 454.00 | 1328.00 1,105.00 677.00 | 306.14 7.35 222.84
2011-12 677.00 122.00 614.00 185.00 102.51 3.62 45.87
2012-13 185.00 48.00 233.00 0.00 0.00 0.00 0.00
Total cost of excess stock 421.05
LDO (GNDTP Bathinda) (Cost of stock: ¥ in lakh)
Year Opening | Receipt | Consumption | Closing | Costof | Closing Stock Cost
stock Stock Closing | equivalent to of
Balance months excess
(KL) (KL) (KL) (KL) consumption stocks
2008-09 1586.00 | 1572.63 1311.00 1,847.63 543.16 1691 478.92
2009-10 1847.63 23.59 1,566.00 305.22 89.64 2.34 13.02
2010-11 305.22 | 2838.52 2137.00 1,006.74 | 441.83 5.65 28543
2011-12 1006.74 432.00 737.00 701.74 | 383.56 11.42 316.39
2012-13 701.74 | 1485.52 1,500.52 686.74. | 445.72 549 283.34
Total cost of excess stock 1,377.10
HFO (GGSSTP Roopnagar) (Cost of stock: ¥ in lakh)
Year Opening | Receipt | Consumption Closing Cost of | Closing Stock Cost of
stock Stock Closing | equivalent to excess
Balance months stocks
(KL) (KL) (KL) (KL) consumption
2008-09 1416.77 | 9111.07 9,157.31 1,370.53 299.00 1.80 0.00
2009-10 1370.53 | 4564.40 5,469.96 464.97 126.91 1.02 0.00
2010-11 464.97 | 5536.69 2,700.00 3,301.66 | 1063.96 14.67 918.90
2011-12 3301.66 | 2785.96 4,294.46 1.793.16 | 787.06 5.01 472.86
2012-13 1793.16 | 3920.52 3735.50 1.978.18 | 944.82 6.35 647.24
Total cost of excess stock 2,039.00
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HFO (GHTP Lehra Mohabbat)

(Cost of stock: ¥ in lakh)

Year Opening | Receipt | Consumption Closing Cost of | Closing Stock Cost of
stock Stock Closing equivalent to excess
Balance months stock
(KL) (KL) (KL) (KL) consumption
2008-09 944.00 | 1921.00 2.865.00 0.00 0.00 0.00 0.00
2009-10 0.00 | 3655.00 1,639.00 2,016.00 612.52 14.76 529.52
2010-11 2016.00 | 4409.00 2,858.00 3,567.00 1,320.61 14.98 1,144.29
2011-12 3567.00 0.00 2,198.00 1,369.00 506.00 7.47 370.52
2012-13 1369.00 | 1527.00 1,013.00 1,883.00 846.59 22.38 770.93
Total cost of excess stock 2,815.26
HFO (GNDTP Bathinda) (Cost of stock: ¥ in lakh)
Year Opening | Receipt | Consumption Closing Cost of Closing Stock Cost of
stock (KL) (KL) Stock Closing equivalent to excess
(KL) (KL) Balance months stocks
consumption
2008-09 1254.08 | 4656.81 5,473.89 437.00 73.50 0.95 0.00
2009-10 437.00 | 6101.10 5.204.10 1,334.00 387.04 3.08 135.72
2010-11 1334.00 | 5643.47 4,497.47 2,480.00 804.83 6.62 561.68
2011-12 2480.00 | 2761.82 2,607.00 2,634.82 1084.08 12.13 905.34
2012-13 2634.82 | 2874.61 4,298.16 1,211.27 579.02 3.38 236.40
Total cost of excess stock 1,839.14
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Annexure-11
(Referred to in paragraph 3.5)

Statement showing excessive line losses on independent feeders

Annexure

SIL. Name of the Feeder Energy | Energy Line losses Line losses
No. pumped | billed after
(Units (Units allowing
in lakh) | in lakh) maximum
limit of 3 per
cent

Units | Per Per | Units

in cent | cent |in

lakh lakh
2010-11
Focal Point (Special) Operation Division), Ludhiana

Unit-1
1. 11KV Punjab Breavery 55.10 53.17 193] 3.50| 0.50 0.27
2. 11KV North India 11.87 11.48 0.39| 3.29] 0.29 0.03
3. 11KV Udhera 44.53 43.08 1.45| 3.26| 0.26 0.12
Unit-2

1. 11KV Kaur Sain 39.41 37.39 2.02| 513 2.13 0.84
2. 11KV Addinath 4.54 4.37 017 | 3.74| 0.74 0.03
3. 11KV Supreme Agro-1 35.02 33.60 1.42 | 4.05]| 1.05 0.37
4. 11KV Metro Azad 73.89 71.21 2.68 | 3.63| 0.63 0.47
5. 11 KV Bharat Box 93.15 89.13 4.02 | 432] 132 1.23
6. 11KV Demarte 11.00 9.83 1.17 ] 10.64 | 7.64 0.84
Total 4.20
Operation Division Gauraya
1. GNA-I 88.81 82.26 6.55| 7.38| 4.38 3.89
2. GNA-TI 64.07 60.57 350 | 5.46| 2.46 1.58
Total 5.47
Operation Division Lalru
1. Milk Time 18.60 17.63 097 ] 521 | 2.21 0.41
2. Agro Dutch 162.06 | 155.92 6.14| 3.79] 0.79 1.28
3. Shyam Indo Spin 75.66 72.93 2773 | 3.61| 0.61 0.46
4. Dwarikadish (Alpha Drug) 56.99 54.89 210 3.68| 0.68 0.39
Total 2.54
2011-12
Operation Division Lalru
1. Agro Dutch 176.80 | 169.51 729 412 1.12 1.98
2. Cheema Spin Tex 149.51 | 129.14| 20.37 | 13.62 110.62 | 15.88
3. TC Spinners 148.02 | 137.86 | 10.16 | 6.86| 3.86 5.71
4. Gates India 108.01 88.04 | 19.97| 18.48 1549 | 16.73
5. Anand Nishikawa 116.32 | 104.05| 12.27 | 10.55| 7.55 8.78
Total 49.08
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Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

SL Name of the Feeder Energy | Energy Line losses | Line losses
No. pumped | billed after
(Units (Units allowing
in lakh) | in lakh) maximum
limit of 3 per
cent
Units | Per Per | Units
in cent | cent |in
lakh lakh
2011-12
Focal Point (Special) Operation Division), Ludhiana
Unit-1
1. 11KV Punjab Breavery 59.58 57.40 2.18 | 3.66 | 0.66 0.39
2. 11KV Metro 41.68 39.47 221 530 2.30 0.96
3. 11KV North India 11.81 11.27 0.54 | 4.57| 1.57 0.19
4. 11KV Udhera 71.34 67.63 3.71| 5.20] 2.20 1.57
S. 11KV  Subhash Woolen 24.85 23.87 098 | 394 | 094 0.23
Mills
Unit-2
1. 11 KV Kaur Sain 38.85 36.51 2.34 | 6.02] 3.02 1.17
2. 11 KV Munjal 4.55 4.41 0.14| 3.08| 0.08 0.01
3. 11KV APS 115.97 | 105.76 | 10.21 | 8.80| 5.80 6.73
4. 11 KV DC Steel 128.28 | 124.39 3.89 | 3.03] 0.03 0.04
S. 11KV Addinath 5.90 5.54 0.36 | 6.10| 3.10 0.18
6. 11KV Shreyans 164.56 | 159.24 532 323] 0.23 0.38
7. 11KV Supreme Agro-I 38.78 36.46 232 | 598| 2.98 1.16
8. 11KV Metro Azad 72.34 69.89 245 3.39] 0.39 0.28
9. 11KV Shiva Spiners 70.18 66.09 4.09| 583 2.83 1.99
10. | 11 KV Bharat Box 75.85 70.81 504 6.64| 3.64 2.76
11. | 11 KV Supreme Yarn 81.03 77.54 349 | 431] 1.31 1.06
12. | 11KV Demarte 17.98 16.23 1.75] 9.73 | 6.73 1.21
13. | 11KV Sudarshan Concast 100.23 91.82 841 839] 5.39 5.40
14. | 11KV Kumar Auto 70.54 66.46 4.08 | 5.78 | 2.78 1.96
15. | 11KV Punjab Kesri 6.85 6.52 033 | 482] 1.82 0.12
16. | 11KV OswalApperal 28.67 27.32 1.35| 471 1.71 0.49
17. | 11 KV Jai Gears 18.22 17.65 0.57| 3.13] 0.13 0.02
18. | 11KV Abbas Spinners 13.27 12.71 0.56| 422 | 1.22 0.16
Total 28.46
Operation Division Gauraya
1. Amrit Eng. 53.52 50.86 266 | 497 1.97 1.05
2. GNA Jamalpur 71.38 69.01 237 3.32] 032 0.23
Total 1.28
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SL Name of the Feeder Energy | Energy Line losses | Line losses
No. pumped | billed after
(Units (Units allowing
in lakh) | in lakh) maximum
limit of 3 per
cent

Units | Per Per | Units

in cent | cent |in

lakh lakh
2011-12
Operation Division Mohali
1. | Fortis Hospital 18884 [8212 | 672] 7.56] 456] 4.05
Total 4.05
2012-13
Focal Point (Special) Operation Division), Ludhiana

Unit-1
1. 11KV Punjab Breavery 54.25 51.48 277 ] 5.10] 2.10 1.14
2. 11KV Metro 4741 44.04 337 7.11] 4.11 1.95
3. 11KV North India 6.26 5.82 044 | 7.03]| 4.03 0.25
4. 11KV Udhera 65.66 61.53 413 | 629 3.29 2.16
Unit-TT

1. 11 KV Kaur Sain 14.10 13.09 1.01 | 7.16 | 4.16 0.59
2. 11KV APS 87.31 80.54 6.77| 17.75| 4.75 4.15
3. 11KV DC Steel 82.13 78.90 323 3.93] 0.93 0.76
4. 11KV Addinath 8.87 8.27 0.60 | 6.76 | 3.76 0.33
S. 11KV Jyoti Steel 127.74 | 121.77 597 | 467 1.67 2.13
6. 11KV Supreme Agro-I 32.98 30.87 211 640 3.40 1.12
7 11KV Metro Azad 57.64 55.18 246 | 427 1.27 0.73
8. 11KV Shiva Spiners 68.57 65.05 352 | 5.13] 2.13 1.46
9. 11 KV Bharat Box 44.83 41.57 326 | 727 427 1.91
10. | 11 KV Supreme Yam 71.46 68.85 2.61 | 3.65| 0.65 0.46
11. | 11KV Demarte 19.49 17.83 1.66 | 8.52| 5.52 1.08
12. | 11KV Sudarshan Con. 70.31 64.80 551 7.84| 4.84 3.40
13. | 11KV Kumar Auto 54.03 50.54 349 | 646 ]| 3.46 1.87
14. | 11KV Punjab Kesri 6.44 6.13 031 481 ] 1.81 0.12
15. | 11KV OswalApperal 9.63 9.16 047 | 488 | 1.88 0.18
16. | 11KV Jai Gears 22.89 21.98 091 | 398]| 0.98 0.22
17. | 11KV Abbas Spinners 24.43 23.60 0.83| 340]| 040 0.10
18. | 11KV Ashoka 14.73 13.81 092 6.24| 3.24 0.48
Total 26.59
Operation Division Mohali
1. | Fortis Hospital 15975  [57.48 | 227] 3.80] 0.80] 048
Total 0.48
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Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

Loss of Revenue

Division/ | Focal Point | Operation | Operation | Operation | Total Rate | Loss of
Year | (Special) Division Division Division per | revenue

peration Gauraya Lalru Mohali unit

Division

Ludhiana

(Units (Units (Units (Units (Units Rin

in lakh) in lakh) in lakh) in lakh) | in lakh) ) | lakh)
2010-11 4.20 5.47 2.54 0 12.21 | 4.58 55.92
2011-12 28.46 1.28 49.08 4.05 82.87 | 4.95 410.21
2012-13 26.59 0 0 0.48 27.07 | 5.61 151.86
Total 122.15 617.99

Or Say X 6.18 Crore
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Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

Annexure-13

(Referred to in paragraph 3.8 (b))

Statement showing loss of interest due to delay in claiming of incidentals

Procurement | Crop year | Period of | Supplementary | Delay in | Period of | Loss of
Agency delivery | claims in respect | raising Payment | Interest
of wheat of incidentals the bills | received
to FCI including Bonus from FCI
}) )
PAFC 2010-11 4/10 to 94.91,195 | 5t0251 | 6/10 to 3,05,460
11/10 7/11
2011-12 5/11  to 5,56,13,424 | 1t0 670 | 6/11 to 16,36,472
7/12 3/13
2012-13 5/12  to 10,89,11,040 | 3to 252 | 8/12 to 11,99,131
7/12 2/13
Total 17,40,15,659 31,41,063
PUNGRAIN | 2010-11 4/10 to 11,47,51,605 | 8 to 772 | 6/10  to 74,00,785
6/10 12/12
2011-12 4/11 to 20,11,70,249 | 2to 371 | 6/11 to 70,20,579
12/12 1/13
2012-13 4/12  to 21,58,85,573 | 4t0 180 | 7/12  to 32,44,114
7/12 12/12
Total 53,18,07,427 1,76,65,478
PUNSUP 2010-11 4/10 to 5,25,82,902 | 2 to | 6/10 to 6,13,944
6/10 1037 3/13
2011-12 4/11 to 22,49,37.181 | 2 to | 7/11 to 46,92,089
1/13 1021 3/13
2012-13 4/12 to 17,25,43,267 | 2to 170 | 7/12  to 55,17,728
9/12 1/13
Total 45,00,63,350 1,08,23,761
PSWC 2010-11 4/10 to 14,27,08,360. | 14  to | 7/10  to 52,69,947
6/10 1011 2/13
2011-12 4/11 to 11,54,64,485 | 1to 630 | 7/11  to 56,43,413
9/12 2/13
2012-13 4/12 to 17,79,26,844 | 6 to 265 | 7/12  to 55,11,713
9/12 2/13
Total 43,60,99,689 1,64,25,073
Grand Total 159,19,86,125 4,80,55,375
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Audit Report no.2 of 2014 on PSUs (Social, General and Economic Sectors)

Annexure-15

(Referred to in paragraph 3.9.2)

Statement showing age wise analysis of pending claims with DGS&D

(X in lakh)
Agency Nature of claim Age wise amount of the claims Total
More More More More Upto 1
than 7 | than S | than 3 | than 1 | year
years years years but | year but
old but less | less than | less than
than 7 | Syears 3 years
years
PUNSUP | Damage 242,56 | 25.11 653.18 826.87 | 225.19 | 1,972.91
Wharfage/demurrage 9.57 9.89 9.32 5.31 3.73 37.82
Short receipt - 1495 0.55 4.01 3.00 22.51
PAFC Damage 21.51 | 32,16 | 208.93 349.04 | 1594 | 627.58
Wharfage/demurrage 3.54 0.01 3.81 2.95 0.29 10.60
Short receipt 0.32 - 0.12 2.76 - 3.20
Pungrain | Damage 6.65 | 42.58 450.39 513.23 | 162.54 | 1,175.39
Wharfage/demurrage 0.17 | 10.42 50.31 4.00 - 64.90
Short receipt NA NA NA NA NA NA
PSWC Damage 141.73 | 267.34 | 465.66 59.45| 83.87 | 1,018.05
Whartage/demurrage | 12.44 5.71 36.73 1.28 0.53 56.69
Short receipt 44.92 0 0 0 0 44.92
Total 483.41 | 408.17 | 1,879.00 | 1,768.90 | 495.09 | 5,034.57
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