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This Report for the year ended March 2009 has been prepared for submission 
to the President under Article 151 of the Constitution. 

This Audit Report contains findings emerging out of the compliance audit in 
the Civil Ministries, the Department of Posts, Department of 
Telecommunications and their field offices. The audit findings on the accounts 

of the Union Government are included in Report No. 1 for the year 2008-09. 
Matters arising from audit of the Scientific Departments and their units/entities 
are included in separate Report. 

The cases mentioned in this Report are among those, which came to notice in 
the course of audit during 2008-:09. For the sake of completeness, matters 

which relate to earlier years but. not covered in the previous Reports are also 
induded. Similarly, results of audit of transactions subsequent to March 2009 

in a few cases have also been mentioned, wherever available and relevant. 
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OVERVIEW 

This report contains the audit findings of significant nature which arose from 

the compliance audit in Civil Ministries of the Union Government, 

Departments of Posts and Telecommunications and their field offices. The 

report contains 18 chapters. Chapter I explains the audit methodology and 

auditee profile. Chapter II to XVII present detailed findings/ observations 

arising out of the compliance audit in these Ministries/Departments. Chapter 

XVIII presents summarised position of the remedial/corrective Action Taken 

Notes furnished by the Ministries. 

A summary of some of the important findings included in this Report are as 
under: 

Ministry of Agriculture 

Department of Agriculture and Co-operation 

Infructuous expenditure on construction of Glass House and purchase of 
X-Ray scanner by National Plant Quarantine Station, New Delhi 

The National Plant Quarantine Station (NPQS), New Delhi, is responsible for 

regulating import of plants and planting material with a view to keeping exotic 

microbes, insects, pests, and weeds at bay. To conduct necessary "grow-out 

tests" of the imported sowing and planting material, NPQS got a glass house 

constructed in 200 l at a cost of Rs. 1.88 crore. However, the glass house had 

not been put to its intended use, and the equipment had deteriorated due to 

long disuse, making it unsuitable for future use and rendering the entire 

expenditure infructuous. 

To detect exotic pests and disease infestation of agricultural produce brought 

in by arriving passengers, NPQS procured one X-Ray scanner in 2005-06 at a 

cost of Rs. 35.26 lakh for use at the IOI Airport, New Delhi. However, the X

Ray scanner had been lying in packed condition for the last three years, as no 

space had been provided in the IOI Airport for its installation and use. 

Paragraph 2.1 

Department of Animal Husbandry, Dairying of Fisheries 

Inordinate delay in modernisation/improvement of Slaughter Houses and 
establishment of Carcass Utilisation Centres to minimise bird hits to IAF 
aircraft 

As indiscriminate disposal of garbage and insanitary conditions close to 

airfields attract birds and pose serious hazards of air accidents due to bird hits, 

the Ministry of Agriculture had launched a Centrally Sponsored Scheme in the 

ix 



iii 

Report No. 9 o/2010-11 

Vlll Plan for providing assistance to States for modernisation/ improvement of 

slaughter houses and establishment of Carcass Utilisation Centres (CUCs). 

This scheme was aimed at minimizing air accidents due to bird bits at ten 

selected high risk IAF airfield towns. 

Audit observed that the scheme was not successful in modernisation of 

slaughter houses and establishment of cues, due to poor project 

implementation by the State Governments and their agencies, and lack of 

effective oversight by the Ministry. Eight out of ten projects at high risk IAF 

airfield towns (AmbaJa, Sirsa, Gwalior, Tezpur, Dindigul, Adampur, Hindon 

and Bareilly) could not commence or were not made fully operational, even 

after 18 years and expenditure of Rs 26.63 crore. The scheme was finally 

closed in 2004-05, without achieving its objectives and, therefore, the IAF 

airfields continued to remain exposed to high risk of air accidents due to bird 

hits. 

Paragraph 2.4 

Ministry of Civil Aviation 

Inefficient management of Baj Operations 

The Ministry of Civil Aviation (MOCA) is the nodal agency, responsible for 

handling the movement of Indian Haj pilgrims by air. Haj flights are 

undertaken by Air India (Al) and Indian Airlines (IA) (since merged into 

NACIL) in association with Saudi Arabian Airlines (SAA) (as per a bilateral 

agreement between India and Saudi Arabia), and these operate currently from 

17 embarkation points in India. Haj subsidy is the difference between the fare 

paid by the pilgrims sponsored by the Haj Committee of India (HCOI) and the 

fare charged by the airlines that are making transport arrangements. This 

subsidy is paid to NACIL by MOCA out of its budget provisions. From 1994 

onwards, the two-way airfare payable by Haj pilgrims remained static at the 

level of Rs. 12,000 per pilgrim till Haj 2009, when it was raised to Rs. 16,000, 

whereas the cost per pilgrim had increased to Rs. 51 ,610 during 2009. 

Consequently, the expenditure on Haj subsidy increased from Rs. 10.57 crores 
~ · in 1994 fo approximately Rs. 620 crore for Haj 2009. 

Audit of Haj subsidy payments of Rs. 1398.91 crore from 2002 to 2006-11 

(subsidy payments for Haj 2007 to 2009 had not been finalised) disclosed the 

following: 

• Inadmissible payments amounting Rs. 5 J .34 crore were made to AI on 

account of higher fares for Lucknow and Srinagar, claims for excess 

number of passengers, royalty payment to SAA for shortfall in 
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passengers carried, additional payments for technical halt at Sharjah, 

payment for travel of non-official pilgrims, and claims for own flights 

at higher rates applicable for leased aircraft . 

Payments amounting to Rs. 125.77 crore were paid to AI, without 

adequate justifications/ details available on record, over and above the 

approved rates for Raj operations for items such as direct and indirect 

fixed costs, other costs, miscellaneous charges, additional charges on 

positioning of aircraft, excessive claims on account of hub and spoke 

operations, and penalty for underutilisation of capacity on SAA flights. 

• MOCA did not settle dues on account of Haj operations on a timely 

basis, resulting in payment of Rs. 46.29 crore on account of interest to 

Al. 

• The reimbursement of HAJ subsidy to Al is on cost/ claim basis. The 

rates agreed with SAA (ranging between$ 710 and$ 847 per pilgrim) 

were significantly lower than the overall rates ultimately claimed by AI 

for Haj operations (ranging from $ 940 to $ 1235 per pilgrim), which 

indicates that All IA were not managing their HAJ operations 

economically and efficiently. 

• Gol had set up an Expert Group in 2007 for reviewing the policy for 

future Haj operations. Most of the recommendations of the Expert 

Group were accepted by a Group of Ministers, but have not been 

implemented. 

We recommend that the Ministry progressively move away from a cost 
reimbursement approach for Haj subsidy to a well-defined competitive 
tendering mechanism for Haj air travel to minimize the subsidy burden on the 
Government exchequer and incentivize efficiency in operation. There is also a 
need to strengthen internal audit of subsidy claims by the Ministry to minimize 
inadmissible/ excess payments. 

Paragraph 3.1 

Non-commencement of projects for Civil Aviation Security Training 
Academy and Office of Regional Deputy Commissioner of Security 
(Mumbai) 

Establishment of a Civil Aviation Security Training Academy (CAST A) under 

the aegis of the Bureau of Civil Aviation Security (BCAS) was recommended 

by an Inter-Ministerial Group consituted in 1993 in the wake of four 

hijackings of Indian Airlines flights. Subsequently, a proposal for setting up 

such an academy, which would function as the apex aviation security 
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institution in the country, was approved by the Planning Commission in 1996 

with an allocation of Rs. 16.87 crore. 

We observed that the Ministry and BCAS had not been able to finalise the 

location of the academy over the last 13 years, and therefore the trainfog 

academy could not be set up. This highlights the apathetic attitude of the 

authorities towards strengthening civil aviation security in the country despite 

the increasing menace of global terrorism and repeated terrorist attacks in 

India and elsewhere. 

Similarly, a project for construction of an office building for the Regional 

Deputy Commissioner of Security of BCAS at Mumbai, which was approved 

in 2003, could not even commence after six years, due to non-finalisation of 

its location. This, further, highlights the indecisiveness of the authorities in 

dealing with civil aviation security related issues. 

Paragraph 3.2 

Infructuous expenditure of Rs. 6.10 crore on procurement and non
utilisation of Hausa Trainer Aircraft 

Director General of Civil Aviation (DGCA) procured 11 Hansa trainer aircraft 

from National Aerospace Laboratories (NAL) at the cost of Rs. 6.10 crore for 

allotment to various Government flying clubs. However, these aircraft were 

not utilized by the flying clubs due to lack of trained instructors and perceived 

technical constraints. The expenditure incurred on procurement of these 

aircraft was, therefore, largely rendered infructuous. 

Ministry of Commerce and Industry 

Department of Commerce 

Short levy of departmental charges by DGS&D 

Paragraph 3.3 

The Directorate General of Supplies & Disposals (DGS&D) is a central 
purchase organisation of the Gol, which concludes rate contracts for common 
user items required by the Central Government Departments, State 
Governments, Union Territories, and quasi-public bodies like municipalities, 
statutory corporations and government undertakings. It levies departmental 
charges for the servies rendered for purchase and inspection of stores at rates 
prescribed by the Government from time to time. 

We found that DGS&D failed to implement increased rates of departmental 
charges from December 2005, which resulted in short levy of Rs. 9.42 crore 
for the period from December 2005 to March 2008. 

Paragraph 4.1 
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Department of Industrial Policy and Promotion 

Deficient implementation of projects under Industrial Infrastructure 
Upgradation Scheme (IIUS) 

In December 2003, the Department of Industiral Policy and Promotion (DIPP) 
introduced the Industrial Infrastructure Upgradation Scheme (HUS) with a 
provision of Rs. 675 crore in the X Plan to enhance international 
competitiveness of domestic industry by providing quality infrastructure 
through Public Private Partnerships at industrial clusters/ locations with high 
growth potential. 

We found that out of 26 projects approved between December 2003 and 
March 2005 under the scheme, only eight projects had been completed, 
despite release by DIPP of 84 per cent (Rs 792.45 crore) of Government of 
India's (Gol) share of Rs. 945.27 crore. 17 projects were yet to be completed, 
with time overruns ranging from 23 to 46 months and one project had been 
cancelled (although the Gol grant of Rs. 13.63 crore with interest was yet to be 
refunded). The main reasons for delay in completion were inadequate survey 
and assessment of requirements (resulting in frequent changes in scope of the 
projects), and ineffective monitoring by DIPP. 

Thus, the scheme's objective of providing quality infrastructure through 
Public Private Partnership for enhancing international competitiveness of 
domestic industry had not been achieved. 

Paragraph 4.3 

Non-recovery of renewal fee for patents amounting to Rs. 1.12 crore 

Continued validity of a patent is conditional on its renewal, for whch renewal 
fee is payable, and patents shall cease to have effect following non-payment of 
renewal fee within the prescribed or extended period. Failure on the part of 
Deputy Controller of Patents and Designs (DCPD), Kolkata to monitor the 
status of outstanding renewal fee for patents and publicly notifying 
cancellation of patents with outstanding renewal fee resulted in loss of revenue 
of Rs. 1.12 crore from August 1992 to March 2008, besides allowing the 
patentees to continue to enjoy business rights without paying the requisite 
renewal fees. 

Ministry of Communications and Information Technology 

Department of Posts 

Irregular payment of commission to banks 

Paragraph 4.4 

In contravention of the codal provisions, five Head Post Offices in Bihar 
Circle made irregular payment of commission of Rs. 81.32 lakh in obtaining 

bank drafts from nationalised banks. 

I 
Paragraph 5.2 
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Excess payment of haulage charges 

Failure of CPMsG Gujarat, Orissa and Uttar Pradesh Circles to verify the 

claim of haulage charges made by Railways resulted in excess payment of 

Rs. 2.10 crore. 

Paragraph 5.3 

Ministry of External Affairs 

Flawed purchase of proper ty for Indian Chancery and unjustified 
expenditure on its renovation 

The Indian Mission in Prague incurred an expenditure of Rs. 20. 12 crore on 

the acquisition and extensive renovation of a 75 year old property for lndian 

Chancery, between April 2004 and October 2008. 

Audit examination disclosed that the property was purchased ignoring both 

security and structural safety aspects in contravention of Ministry's Security 

guidelines of March 200 l . Further, the property was purchased based on 

erroneous assement made by the Property team of MEA. This resulted in 

repeated revision/increase in the scope of work leading to time and cost 

overruns with the cost of renovation work rising to 116 per cent (Rs. l l.39 

crore) of the cost of acquisition against on ly 15 per cent (Rs. 1.3 l crore) 

anticipated at the time of approval of purchase. 

Paragraph 6.1 

Extra expenditure on purchase of full fare economy tickets from Air 
India 

The Ministry of External Affairs (MEA) did not comply with instructions of 

the Ministry of Finance to effect utmost economy in air travel. It did not frame 

comprehensive arrangement~ for optimally utilising competitive fares and 

incentive schemes being offered by airlines including Air India (AI). Instead, 

it entered into an arrangement with AI for regulating air travel which was not 

only limited in scope but was also flawed as it allowed payment of full 

economy fares which were three to five times the concessional/cheap economy 

class fares. As a result, the additional expenditure incurred by the MEA on 

purchase of air tickets for home travel, emergency passages and temporary 

duty for the 30 Missions test checked alone was amounted to approx.mately 

Rs. 20.76 crore for the period November 2006 to March 2009. 

Paragraph 6.2 

xiv 
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Recovery at the instance of audit 

Failure of the Missions/Posts abroad to correctly regulate payments of salaries 

and allowances etc., to their employees resulted in overpayment of Rs. 52.28 

lakh by 32 Missions/Posts in 64 cases, which was recovered at the instance of 
audit during 2006-09. 

Paragraph 6.5 

Outsourcing of visa support services in Missions/ Posts abroad 

The process of tender evaluation and selection of Service Provider (SP) for 

outsourcing of visa support services in Consulate General of India, Milan was 

flawed leading to selection of a vendor who was not the lowest bidder. In High 
Commission of India, London an undue financial benefit of Rs. 3.63 crore was 

extended to the SP due to non-consideration of rates linked with the number of 
visa service centres operated. Besides, due to incorrect interpretation of the 

provisions of the agreement, the SP was additionally benefited by Rs. 1.96 

crore by way of levy of administrative fee from the visa applicants. In 
Embassy of India, Washington DC the SP continued to collect a minimum rate 

of USD 21 per application on account of mailing charges as against the 
minimum prevailing FedEx rate of USD 18.95 per application, resulting in an 

undue benefit of Rs. 1.16 crore to the SP. Exclusion of and deviation from the 

important provisions of the model agreement diluted control of Missions/Posts 
over the functioning and quality of services rendered by SPs. While CGI, 

Frankfurt was yet to review its staff strength for consular services, EI, Paris 
was holding excess consular staff. 

Paragraph 6. 6 

External publicity through Missions 

Despite assurance to the Public Accounts Committee, instances of release of 

funds to Missions without receipt of Annual action plans, incorrect 

classification of items of expenditure to publicity head and despatch of 

publicity material to Missions without request which led to 58 to 74 percent of 

publicity material remaining unutilized, were noticed in Audit. 

Paragraph 6. 7 

Logistic management for offices and residences of diplomatic personnel 

Despite assurance to the PAC, the pace of construction of projects on acquired 
land by various Indian Missions/Posts abroad such as Embassy of India 

Brasilia, Embassy of India Port of Spain, Embassy of India Paramaribo 

(Suriname) and High Commission of India Abuja (Nigeria) continues to be a 
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cause of concern. The delay in construction in above Missions/Posts ranged 

between 16 to 45 years resulting in both idling of funds and consequent 

escalation in cost of construction. Further as per IFS (PLCA) rules, the 

Ministry has to fix and intimate the Mission/Posts the rental ceiling fixed for 

various categories of India based officials. But in many India Missions/Posts 

abroad, the Ministry has not fixed the rental ceiling for the official 

accommodation of various categories of officers which resulted in excess 

payment or hiring of accommodation excess of the eligibility. Audit also 

noticed expenditure on repair and maintenance of building being incurred by 

the Missions in exces of the powers delegated to Head of Missions/Posts. 

Ministry of Health and Family Welfare 

Department of Health 

Paragraph 6.8 

Non-implementation of computerised management Information System 
for Food Control Organisation 

Failure of the Ministry to ensure migration of complete data from State Food 

Testing Laboratories to the computerised system resulted in non-achievement 

of objectives of establishing communication network between the Food 

regulatory agencies and the Laboratories even after three years of the scheduled 

date of completion. The equipment worth Rs. 2.79 crore was lying idle at 

NIC, New Delhi and in State laboratories at different locations. 

National Aids Control Organisation 

Recovery at the instance of Audit 

Paragraph 7.1 

At the instance of Audit, the Ministry recovered interest of Rs. 3.35 crore on 

funds of Rs. 49.55 crore prematurely released in March/July 2006 to Mis 
HSCC for procurement of Anti Retro Viral drugs. 

Paragraph 7.2 

National Institute of Communicable Diseases 

Delayed supply of equipment 

The Ministry as a measure of preparedness against Avian Influenza, decided in 

January 2008, to procure 100 ventilators for National Institute of 

Communicable Diseases (NICD) through Hospital Services Consusltancy 

Corporation (HSCC) on limited tender basis. The Ministry, however, failed to 

ensure timely supply of ventilators through HSCC despite this being an 

emergency procurement. The intended objective of the procurement 
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therefore, remained unfulfilled. Further, the Ministry prematurely released 

advance payment of Rs. 5.53 crore to HSCC even before an agreement was 

entered into by the latter with the supplier. The advance paid was much in 

excess of the value of goods procured. The unadjusted advance of Rs. 1.57 

crore was yet to be recovered from HSCC. 

Paragraph 7.3 

Medical Stores Organisation 
Supply of medicines on unlimited credit period 

Supply of medicines on credit basis by the Government Medical Stores Depots 

to various client departments and institutions resulted in accumulation of 

outstanding dues of Rs. 88.34 crore covering the period from 1975 to 2009. 

Ministry of Home Affairs 

Central Reserve Police Force 

IT audit of SELO system of Central Reserve Police Force 

Paragraph 7.5 

A computerization plan for CRPF was conceived in 1997 with the aim of 

introducing Information Technology in the service in a comprehensive 

manner. The Ministry, therefore, awarded the work of development of 

integrated software namep 'SELO' (Service and Loyalty) to Mis NIIT in 

March 2000 to be implemented in a phased manner. The SELO system 

involved networking of 114 CRPF offices from the level of Director General 

to the Group Centre offices under Dy. Inspectors General situated at 64 

different locations. The SELO software covers finance, personnel, inventory, 

operations and pay roll related functions/activities of CRPF. 

Audit scrutiny disclosed that despite incurring an expenditure of Rs. 50.70 

crore on the implementation of the SELO system of CRPF, end users are not 

utilizing most of the applications. CRPF does not have an IT policy or IT 

Steering Committee for implementation of the SELO system. Due to lack of 

requisite application controls in the software, the database had been rendered 

unreliable and incorrect. Inadequate logical access controls exposed the 

system to the risk of unauthorized access. 

Paragraph 8.1 
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National Crime Records Bureau 

Non-establishment of Disaster Recovery site for computerised national 
database of crime records at NlC 

National Crime Records Bureau (NCRB) 1s responsible for ma intaining 

secure, sharable, national database on crimes, criminals, property and also the 

data pertaining to motor vehicles. NCRB did not establish disaster recovery 

site to improve the accessibility and security of national database on crime 

records despite incurring an expenditure of Rs. 54.34 lakh. Meanwhile, the 

primary objective of maintaining business continuity in the event of break

down of the active site remained unfulfilled. 

Paragraph 8.2 

Ministry of Housing and Urban Poverty Alleviation 

Non-commencement of Model Demonstration Slum Projects under 
Valmiki Ambedkar Awas Yojana (VAMBAY) 

The Valmiki Ambedkar Awas Yojana (VAMBAY) was Jaunched as a 

Centrally Sponsored Scheme in August 2001 to provide shelter or upgrade 

existing shelters for people living below the poverty line in urban slums. In 

order to demonstrate that better dwelling units could be constructed by using 

cost-effective technology under V AMBAY, it was envisaged that in every 

State there should at least be one model demonstration slum project to be 

emulated by all other cities and towns in the State. Subsequently, model 

demonstration slum projects were approved in 11 States for l, 165 units (with 

per unit cost ranging from Rs. 40,000 to Rs. 60,000), based on proposals 

received from the States, and funds of Rs. 5.52 crore released between March 

2003 and April 2004. The projects were to be executed by the Building 

Materials and Technology Promotion Council (BMTPC), an autonomous body 

under the Ministry. 

We found that model demonstration slum projects in six States (Jarnmu & 

Kashmir, Kerala, Manipur, Orissa, Rajasthan and Tripura) for construction of 

600 dwelling units at an estimated cost of Rs. 2.55 crore could not be 

commenced due to delay in availability of sites, and higher construction costs 

than the allowable limit.>. The Ministry did not take effective and timely action 

to address these problems to make the projects successful, and hence the 

objective of demonstrating the use of cost-effective technology for building 

slum dwelling units could not be achieved. 

Paragraph 9.2 
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Ministry of Micro, Small and Medium Enterprises 

Poor implementation of the Scheme of Integrated Infrastructure 
Development for Small Scale Industries 

The Ministry of Micro, Small and Medium Enterprises launched the Scheme 

of Integrated Infrastructural Development (HD Scheme) for small scale 

industries in rural/ backward areas in 1993-94 for setting up of lID centres 

with suitable infrastructural facilities to promote clusters of small scale and 

tiny units. The scheme was subsumed in the Micro Small Enterprises-Cluster 

Development Programme (MSE-CDP) from 2007-08. The Ministry released 

an amount of Rs 124.59 crore upto 2007-08 to various implementing agencies 

for 84 HD projects with an estimated cost of Rs 400 crore. 

Audit reviewed the status of the implementation of the scheme and found that 

42 out of 79 IID projects, which were due for completion by January 2008, 

remained incomplete. Delays in completion of projects ranged between one 

month and twelve years. Further, detailed field level audit of I 0 centres in 

Assam, Haryana, Madhya Pradesh, Orissa and Uttar Pradesh revealed that 

many infrastructural facilities at the centres were incomplete. Also, by creating 

large plots and allocating plots to large units, the small scale and tiny units, 

which formed the target group for the scheme, were deprived of its benefits. 

There were also instances of deficient financial management and inadequate 
monitoring. 

Paragraph 10.1 
Ministry of Shipping 

Scheme for Inland Water Transport 

Inland Water Transport (lWT) is an eco-friendly, economically viable and fuel 

efficient mode of transportation, but has not been developed to its full 

potential in India due to various constraints. Development of IWT would have 

numerous direct and indirect benefits, such as catalysing industrial growth and 

economic activities in the hinterland along waterways, shift of cargo transport 

from other modes of transport, and decongesting road and rail traffic. 

An existing Centrally Sponsored Scheme for Development of lnland Water 

Transport was, therefore, substantially revised in 2002 with provision of 

financial assistance of 90 to 100 per cent grant-in-aid for various IWT 

activities - surveys I studies, waterway development, navigation aids, terminal 

facilities, procurement of vessels for development and regulation etc. During 

2003-07, 35 projects were sanctioned in 15 States at a cost of Rs. 105.89 crore, 
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against which funds of Rs. 52.84 crore were released. The scheme was finally 

discontinued by the Planning Commission in February 2007. 

We found that only 3 out of 35 projects were reported to have been 

completed, while work had not even commenced in respect of 13 projects. 

One project was foreclosed, while the remaining 18 projects were still 

incomplete. Further, our field scrutiny of 16 projects in five States (Orissa, 

Himachal Pradesh, Madhya Pradesh, Maharashtra and West Bengal), revealed 

that many projects had not achieved their intended objectives, resulting in 

unfruitful expenditure. 

As such, the objective of the scheme for development of IWT as an eco

friendly, economically viable and fuel-efficient mode of transport remained 

unachieved. 

Paragraph 12.1 

Ministry of Textiles 

Non-establishment of Raw Material Bank for Silk Carpets in Jammu & 
Kashmir 

In September 2003, the Ministry of Textiles approved a project, under the 

Prime Minister's Special Employment Package for Jammu & Kashmir, for 

setting up of a Raw Material Bank (RMB) for silk carpets at a cost of Rs. 2.50 

crore for direct distribution of silk and other raw materials to artisans and 

weavers, which would enable two Jakh carpet weavers to come out of the 

shadow of big yam dealers and obtain full-time employment opportunities. 

We found that even after five years of approval, the Ministry failed to ensure 

completion of the project for setting up the raw material bank. Instead of 

setting up a society for direct distribution of raw materials to artisans, the 

implementing agency (J&K Small Industries Development Corporation) 

identified two private firms in Kashmir, who were already enjoying a 

monopoly, and one firm in Jammu, which used the entire material for its own 

use. This defeated the objective of the scheme of enabl ing artisans and 

weavers to come out of the shadow of big yam dealers. 

Paragraph 13.J 

Non-establishment of National Centres for Design and Product 
Development at Delhi and Morada bad 

In October 1998, the Ministry approved a proposal for setting up two National 

Centres for Design and Product Development (NCDPD) at Delhi and 
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Moradabad at a cost of Rs. 5.37 crore, primarily for land & buildings and 

other fixed assets. The objectives of establishing these centres were to assist in 

development of new designs, improve the quality of handicraft items produced 

by artisans, enrich and orient the industry to the finer aspects of design, and 

ensure acceptability of exportable handicrafts in international markets. The 

Ministry released Rs. 4.00 crore in installments between March 1999 and 

March 2006. 

We found that the land for the two centres had not been acquired, even after 

10 years of approval. The centre at Delhi continued to function from a 

temporary location, on the premises of another office of the Ministry, while 

the Moradabad centre had become non-functional since 2004. Even though the 

land for the centres had not been allotted, Rs. 2.45 crore had been utilized by 

NCDPD at temporary locations on various items (setting up of temporary 

infrastructure, acquiring fixed assets, setting up of office etc.), while Rs. 1.55 

crore of GoJ funds were lying unspent and had not been refunded, despite the 

Ministry rejecting the proposal for carry forward of grant. 

Paragraph 13. 5 

Non receipt of Utilisation Certificates 

Lack of adequate and effective monitoring by the Development Commissioner 

(Handicrafts) resulted in non-receipt of 1;355 Utilisation Certificates (UCs) for 

Rs. 70.44 crore of grant-in-aid released upto 2006-07 to 808 organizations, 
' which were to be submitted before March 2008. Further, in contravention of 

the General Financial Rules, the DC (H) released more grants to 16 I 

organisations, despite non-receipt of UCs for the previous years, resulting in 

accumulation of outstanding UCs of Rs. 46.23 crore. 

Paragraph 13.4 

Deficiencies in setting up Common Facility Centres (CFCs) under 
Babasaheb Ambedkar Hastashilp Vikas Yojana (BAHVY) 

The Development Commissioner (Handicrafts) (DC(H)), under the MinistrY of 

Textiles, introduced the Babasaheb Ambedkar Hastashilp Vikas Yojana 

(BAHVY) in 2001-02 for integrated development of potential clusters of 

handicraft artisans, with the objectives of creating centres of excellence with 

forward and backward linkages; upgrading artisans' skills, and ensuring self

sustained and self-managed clusters of artisans. One of the components of 

BAHVY was the creation of Common Facility Centres (CFCs) at the cluster 

level to enhance production quality and quantity by using modem tools, 

equipment and techniques and increase economies of scale. 
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We found that out of the 95 CFCs sanctioned between 2001-02 and 2007-08, 

61 CFCs were yet to be completed, despite release of Rs. 21.15 crore, and 

Rs. 8.18 crore was lying unspent were yet to be refunded. Out of the 61 

incomplete CFCs, in 42 CFCs (where Rs. 7.75 crore had been released), the 

NGOs/ Co-operative Societies executing the projects did not even seek grant 

of the second and subsequent installments, while in 13 CFCs (where Rs. 3.49 

crore had been released), the executing agencies did not seek grant of the third 

and subsequent installments. 30 CFCs were reported as completed by the 

DC(H); however, we found that these were treated as completed merely on the 

basis of release of the last installment, without ensuring that the projects were 

physically completed and CFCs were functional. Thus, the Ministry failed to 

effectively implement this scheme. 

Paragraph 13.2 

Ministry of Tourism 

Non-observance of Financial Propriety 

Deliberate circumvention of canons of financial of propriety and the failure of 

the Ministry to effectively monitor the expenditure incurred or committed 

resulted in unsanctioned expenditure of Rs. 5.59 crore in Government of India 

Tourism Office, New York. The propriety of the expenditure also becomes 

suspect in the absence of adequate documentation and control. 

Paragraph 14.1 
Ministry of Urban Development 

Non- recovery of rent in respect of premises alloted at market rates to 
non-entitled categories 

Audit scrutiny of recovery of rent by the Directorate of Estate (DoE) in respect 

of office accommodation in Delhi allotted at market rates of licence fees to 

persons and entities falling in the non-entitled categories revealed serious 

mismanagement. 

On being pointed out by audit, DoE recovered outstanding dues of revised 

market rates of license fee amounting to Rs. l.60 crore from I 0 allottees but 

Rs. 3 .23 crore of outstanding dues in respect of 16 allottees was yet to be 
recovered. 

DoE recovered Rs. 0.83 crore of outstanding dues between May and 

September 2008 from the Central Government Employees Welfare Housing 

Organization (CGEWHO) which was allotted office accommodation purely on 

temporary basis at market rates of license fee, subject to the approval of the 

Cabinet Committee on Accommodation (CCA). The Government did not 
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agree to the allotment, but CGEWHO was yet to vacate the premises, and dues 

on account of license fee from February 2008 onwards continued to 

accumulate as of April 2009. 

DoE did not follow up on its decision of November 2005 by initiating either 

recovery of rent at market rates or eviction proceedings for vacation of 

accommodation occupied by Kendriya Bhandar. Rent dues for the period from 

November 2005 to March 2010 amounting to Rs. 4.53 crore, was yet to be 

recovered as of March 20 I 0. 

Paragraph 15.2 
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Compliance audit refers to examination of the transactions relating to 

expenditure, receipts, assets and liabilities of the audited entities to ascertain 

whether the provisions of the Constitution of India, applicable laws, rules, 
regulations and various orders and instructions issued by the competent 

authorities are being complied with. Compliance audit also includes an 
examination of the rules, regulations, orders and instructions for their legality, 

adequacy, transparency, propriety and prudence. 

Audits are conducted on behalf of the Comptroller and Auditor General as per 

the Auditing Standards1 approved by him. These standards prescribe the 

norms which the auditors are expected to follow in conduct of audit, and 
require reporting on individual cases of non-compliance and abuse, as weH as 
on weaknesses that exist in systems of financial management and internal 

control. The· findings of audit are expected to enable the executive to take 
corrective action as also to frame policies and directives that wiU lead to 
improved financial management of the organizations, thus, contributing to 

better governance. 

This chapter provides a profile of some of the major auditee Ministries and 

Departments, explains the planning and extent of audit, and also refers to 
significant audit observations included in this report. 

There are 50 Ministries/independent Departments of the Union Government 
excluding Ministries of Railways and Defence. The gross expenditure of these 

50 Ministries and departments of the Government was Rs.31,59,074 crore 
during 2008-09. This Report relates to the Civil Ministries/Departments 

including Department of Post but excluding Scientific Ministries/Departments. 
The significant audit findings relating to 15 Ministries have been included in 
this Report in different chapters. A brief profile of the ministries/departments 
of the Government of India covered in various chapters of this report is 

detailed in Apendix-1. 

1 www.cag.gov.in/html/auditing standards.htm 
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I . . 
~J!~it~ltilitalYIQ~Ufl1j · 

I . 

The . a~thorlty for audit by the Comptroller and Auditor General of 

fudia(C~AG) and reporting to the Parliament is derived from Articles 149 and 
I 

151 of ~he Constitution of fudia respectively and the Comptroller and Auditor 

General's (Duties, Powers and Conditions of Service) Act, 1971. C&AG 

conduc~s audit of expenditure of Ministries/Departments of the Government of 

India uJder Sections 132 and 173 of the C&AG's (DPC)Act4• CAG is the sole 

auditor I- in respect of autonomous bodies under the Civil 

Ministries/Departments which are audited under sections 19(2)5 and 20(1)6 of 
I 

·the C&IAG's (DPC) Act. fu addition, C&AG also conducts supplementary/ 

· superiJposed audit of other autonomous bodies under sections 147 and 158 of 

C&AGls (DPC) Act, whose primary audit is conducted by Chartert;~ 
Accountants. The principles and methodologies for compliance audit a~e 

I . 

,prescribed in the Regulations on Audit and Accounts, 2007 issued by the 

Comptrbner and Auditor General of fudia. -
- . I 

.. I - -

[\1~t~Bm1B11t111~-,~~~~~1i11 
. I 

I 
I 

The auqit effort can be classified under three distinct types of audits: Financial 

Audit, (Compliance Audit and Performance-Audit 
I 

i . 
Fnl!llanncfaK Amrl!iitl: is the review of financial sfatements of an entity that seeks to 

obtain.• ~n as~urance that the financial statements are free from material 
I 

misstat~ments and present a true and fair picture. 

i 
Complliiallllce Amdlitl:s scrutinise transactions relating to expenditure, receipts, 

assets abd liabilities of the audited entities to ascertain whether the provisions 
I 

of the Constitution of India, applicable laws, rules, regulations, and various 
I 

orders dnd instructions issued by the competennmthorities are being complied I . . . 
with. I - . 

I 

2 Audit o~ (i) all expenditure from the Consolidated Furtd of India, (ii) all transactions relating to 
Contingency Funds and Public Accounts and (iii) all trading, manufacturing, profit &.Joss accounts, 
balancer sheets and other subsidiary accounts. . . . 

3 Audit and report on the accounts of stores and stock kept in any office or department of the Union. or of 
aSta_te. j , ·' · _ '· -. " . -
4 Comptrolier and Auditor General's (Duties, Powers and Conditions of Service) Act, -1971. 
5 Audit·ofthe accounts of corporations· (riot being companies) ·established by or under -law.made by 

I - . 
Parl.iament in accordance with the provisions of the nispective legislations. . 
6 Artdit ofl

1 

accounts of any. body. or authority on the request of'the President, on_ 'such t_erms & conditions 
as may be agreed upon between the C&AG and Government. . · . · _ . 
7 Audit o~ (i) all receipts and expenditure Of a body/authopty substantially financed by -grants or loans 
from the Gonsolidated Fund of India and (ii) all receipts and expenditure of any body or authority where 
the grant or loan to such body or authority from the Consolidated Fund oflndia in a financial years is not 
less than rPpees one crore. · · · 
8 Audit of grants or loans given for any specific purpose from the Consolidated Fund of India to any 
authority 6r body, to scrutinize the procedures by which the sanctioning authority satisfies itself as to the 
fulfillment of the conditions subject to which the grants or loans'were given. ·· . ·· 
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JP'e:rfo:rmance · Aullllllits are in-depth examinations of a -program, function, 

operation or the management system of an entity to assess whether the entity 
is achieving economy, efficiency and effectiveness in the employment of 

available resources. 

The audit process starts ,with the assessment of risk of the 

Ministry/Department Organizati~~ as a whole and each unit; based on 
expenditure incurred, criticality/complexity of activities, level of delegated 

financial powers, and assessment of overall internal controls and concerns of 
stakeholders. :Previous audit findings are also considered in this exercise. 
Based on this risk assessment, the frequency· and extent of audit are decided. 
An annual audit plan is formulated to conduct audit on the basis of such risk 

assessment. 

After completion of audit of each unit, Inspection Reports containing audit 

findings are issued to the head~of the unit. The units are requested to furnish 
replies to the audit findings within one month of receipt of the Inspection 
Report. Whenever replies are received, audit findings are either settled or 

further action for compliance is advised. Important audit observations arising 
out of these Inspection Reports are processed for inclusion in the audit reports, 

which are submitted to the President of India under Article 151 of the 

Constitution: of India. 
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I 

'Jfllne expellll«llli11:1lllire off Rs. Jl.88 crnre um 11:.lhte C«11lllls1l:irID1dfo!lll olf a Gfa~s .lHfomse 
a!llldl Rs. 0.35 crnire mll JlDUllircJlnase of aim X-JR:my §canuneir w:ms remlered 
ftnnfmct$1[])1l!IS, :ms 11:lme facilities Cl[])1lllR<l! HD.1[])11: lb>e J!D\lllll: fo tllnenir lillllteml.l[lleidl use foir 
11:llne Ilast eftglln11: amll tllnree yearn irespectiively, afte!l" 11:Jlnefur 
connstirJctiiorrn/aciijl!IlllSitJil[J)Jlll 

I 

The Natilonal Plant Quarantine Station (NPQS), New Delhi is a subordinate 
I 

office of the Directorate of Plant Protection, Quarantine and Storage, 
Faridaba~ under the Ministry of Agriculture. The prime objective of NPQS is 
to reguli~te import of plants and planting niaterial with a view to keeping 

exotic microbes, insects - pests and weeds at bay. This is achieved by issuing 

import pJrmits for plants and planting material, reporting of non~conipliances 
regarding issue of phyto-sanitary certificates by . exporting countries, 

inspectio~ and screening of plants and pfanting material imported from 
abroad, I and supervision of phyto-sanitary · measures • for 
disinfectibn!disinfestations of plant materials. Two cases of infructuous 

I 
expendittfre had come to the notice· of Audit, which also impact the 
achieveuient of its objectives by NPQS. These cases are discussed below: 

' 

i~ftiill!!llr.§,1i!lltllim!:i~ii~WtilmrliI~1!1~~\1J~~ 
I 

A. 

To condtict the necessary 'grow-out-tests' .·of the imported sowing and 
planting fuaterials, NPQS got a glass house constructed by the Central Public 

I . ' -
Works Department in May 2001 at a cost of Rs. 1.88 crore, which was handed 

I 
over to NPQS in August 2001. 

I 

I 
Audit sctjitiny in March 2008, however, revealed that the glass house had not 

been put Ito its intended use. Due to long disuse, the sprinklers, mist and 
cooling system, and other equipment had got clogged, making it unsuitable for 

• I 
use m the I future. . 

I 
I 

][n respon~e, the NPQS stated (May/ December 2008) that: 
I . 

0 
I . 

Tlie glass house was constructed to conduct 'grow-out-tests' for seeds 
anld saplings imported through Delhi., as well as for the other 

Q*arantine Stations that had not got their own glass house. During the 
I 
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initial period, the work was . undertaken according to the plan. 
However, the inflow of the planting materials did not increase, as was 

anticipated. 

Owing to a high level of hardness of the available water, the pumps, 
nozzles, tanks, and supply lines of the cooling system of. the glass 

house got choked and corroded, resulting in disruption of activities. 
This was because the area did not have any municipal water supply, 
and NPQS had to rely solely on bore-well pump, with high 

concentration of dissolved solutes ranging over 600ppm. However, an 
action plan for operationalizing the glass house after making necessary 

repair and maintenance had been finalized in a meeting .of the . . 

· concerned Departments, and CPWD authorities had already taken 

action to make the soft water plant operational. 

o With a view to utiliz,ing the facility in a practicable manner, a number 
of private plant growers as well as Government Research Institutes had 
been contacted to use the· glass house on a shared basis. A proposal 

from one private party for potential leasing of the glass house had been 
sent to the Ministry for necessary advice. 

Besides the glass house, NPQS also had a growth chamber . that 
allowed germination under regulated conditions within the laboratory, 
and most of the seed consignments were subjected to growth chamTher 

and blotter tests for quicker germination and inspection. 

The response of NPQS is not tenable for the following reasons: 

"' No effective efforts had been made for the past seven years to 

operationalise the glass house. The hardness of the water should have 
been assessed, before construction of the glass house, and appropriate 
measures taken, keeping in view the quality of available water. 

e The glass house was constructed for conducting grow-out tests of 
imported sowing and growing material. ff the Department's current 

view that most of the seed consignments were subjected to testing in 
the existing growth chamber of NPQS that allowed germination under 
regulated conditions within the laboratory is accepted, then the 
necessity of constructing a separated glass house at a cost of Rs. 1.88 

crore is open to question. 

Thus, the expenditure of Rs. 1.88 crore on the construction of a glass house at 
NPQS was rendered infructuous, as the facility could not be put to its intended 
use of conducting 'grow out tests' of imported sowing and planting materials. 
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B. Infructuous expenditure on purchase of X-Ray Scanner 

With a view to detecting exotic pests and diseases infestation of agricultural 

produce being brought in by arriving passengers, NPQS in November 2005 

decided to procure one X-Ray Baggage Scanner for use at the Indira Gandhi 

International Airport, New Delhi (!GI Airport). The scanner was procured by 

the Directorate of Plant Protection, Quarantine and Storage, Faridabad in 

2005-2006 at a cost of Rs. 35.26 lakh. 

In March 2006, NPQS informed the Directorate that the X-Ray Baggage 

Scanner had been received, and was kept in their station premises in packed 

condition, as the Airport Authority of India (AAI) had not allotted space for its 

installation. AAI informed NPQS in May 2006 that since Delhi International 

Airport (P) Limited (DIAL) had taken over the operation and maintenance of 

IGI Airport, the matter should be taken up with them. Subsequently, the 

Ministry of Agriculture took up the matter with the Ministry of Civil Aviation, 

as well as DIAL, for getting space in the Arrival Hall at IGI Airport, New 

Delhi. DIAL initially agreed to provide space in the new Terminal-3 at IGI ; 

however, since the installation required modifications to be made in the layout 

plan of the Terminal already agreed between DIAL and the Customs 

Department, DI AL sought concurrence from the Customs Department. 

Although the Ministry stated (August/ December 2008) that all efforts were 

being made to get space in the Arrival Hall of the International Airport for 

installing the X-Ray Scanner, as of June 2009, no space had been provided to 

NPQS, and the X-Ray scanner continued to remain in packed condition at 

NPQS for last three years. 

X-Ray Scanner lying In packed 
condition at NPQS 

Thus, the expenditure of Rs. 35.26 lakh 

incurred in 2005-06 on the purchase of 

an X-Ray Baggage Scanner separate ly 

for scanning agriculture produce 

brought by incoming passengers was 

rendered unproductive, as the machine 

was still lying in packed condition. The 

feasibility of install ing the X-Ray 

Scanner in IGI Airport and agreements 

for earmarking of space should have been assessed before procuring the 

scanner. Further, the Ministry was now proposing modern multi-imaging X

Ray Scanners to take care of the needs of both the Customs Department and 

bio-security, which would make this scanner redundant. 
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Tlhle Celllltrall Sector Scl!neme 6601!D. Farm Water Mallllagemellllt Scl!nemme'' was 
diiscmntlll!lllllledl by ll:llne lP'faJimiinng Cml!llmmissfollll wiill:llD. e:!fJf ecll: Jfirom 20([])6-@7. 
However, ll:lhte Millllil.stiry fafille(rJ!':fo dlneck tllne iinegllllllar relle2se lby1NA!BAJRD 
of ll:lhle JballaJ111.ce aml[J)llll!lllt of MmiU!ltfilbi7led s1!lllbsiiirl!y ®lf Rs. ([]l.90 crmre iiIID. Jhnlly
A1lllgl!llsll: 2®08 ti[]) Cl[J)Veir appllicatfolllls wlhliiclb. were J[MllJr]pJ({])Ir1l:edily saJID~tll({])lilledl 
assiisfallllce !by lballilks before 1l:Jlne cfoslll!Ire date o:lf 3]. Mairclln 2@([])6. 

During 2001-02, the Department of Agriculture & Cooperation, Ministry of 
. I 

Agriculture launched a Central Sector Scheme 'On Farm Water Management 
for lincreasing Crop Production in Eastern India' for implementation in Assam, 
Arunachal Pradesh, Bihar, Chhattisgarh, Jharkhand, Manipur, Mizoram, 

Orissa, Eastern Uttar Pradesh and West Bengal. Tue scheme envisaged 
assistance to farmers for digging shallow tube wens, instaHation of electric I 
diesel pump sets, community lift irrigation points, digging of wells etc~; for 
increasing the production and productivity of kharif and rabi I summer rice. 

'fhe scheme was implemented on a credit linked back-ended subsidy basis 

through the National Bank for Agriculture & Rural Development (NABARD) 

in co-ordination with the State Governments. The funding norms under the .· 
scheme stipulated 30 per cent assistance from the Government of lindia (Goll), · 
50 per cent loan fromNABARD and the remaii:img 20 per cent as contribution 

from the beneficiaries. The assistance of 30 per cent (subsidy) from the GQil 
was towards the cost of construction of shallow tube wens with pumping sets,.~·.· 
low lift irrigation points, dug wells and electric/dieseloperated pumping sets~ · 
The financing bank would advance the project cost net of margin money to be .·· 

contributed by the beneficiary i.e. up to a maximum of 80 per cent. NABARD .·· 
would release the subsidy amount to the concerned financing bank branches; 

depending upon their requirement. The release of subsidy' by NABARD was to 
be made only after a detailed state-wise and district~wis.e banking .Plan wa:~ , 
prepared·. by· the Regional: .Office of NABARIJi ·in each . State in consultation 

with the financing banks and nodal departments of the State Governments. 

The progress of implementation of the scheme was, however, not satisfactory 
ev,en after two years of launch with the main 'reasdns identified for slow 

, ;1, 

progress being inadequate cost norms, inability of farmers to contribute their 
share of 20 per cent, difficulties in obtaining land title documents, insistence 

1 The scheme wa~ misclassified as a Centrally Spon'sored Scheme. This came to light only in December 2oo4, in 
respcmse to the Department's suggestion to transfer :\his scheme fo the State Sector;· such transfer was not poss.ible for 
a Central Sector Scheme · 
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by banks for collateral, disinclination of banks in advancing loans to farmers 

etc. In June 2004, while the Department proposed modifications like 

increased cost norms, decreasing farmers' contribution and providing for 

publicity for improving the scheme's performance, the Ministry of Finance 

fe lt that the restructured scheme would not address all the limitations of the 

earl ier scheme and in line with the National Common Minimum Programme 

(NCMP), each State shou ld draw up its own scheme to suit local needs and 

inc lude it in its State Plan. Consequently, in July 2005, based on the 

Department's decision, the Planning Commission communicated the decision 

to discontinue the scheme from 2006-07, and suggested to the State 

Governments that they make provisions for the scheme's components which 

may suit their State under the State Plan. 

As of April 2007, out of Rs. I I 5.00 crore released as Gol subsidy, NABARD 

reported a provisional utilization of Rs. I 0 1.26 crore by the banks, and had 

refunded Rs. 11.44 crore between September 2006 and March 2007, thus 

leaving an unutilized amount of subsidy of Rs. 2.30 crore with it. NABARD 

further confirmed that the final statements of expenditure had been submitted 

in respect of seven States (Arunachal Pradesh, Assam, Bihar, Chhattisgarh, 

Manipur, Mizoram and Uttar Pradesh), while in three States (Jharkhand, 

Orissa and West Bengal), the figures were under reconciliation with the banks. 

However, pursuant to the Ministry 's request in September 2008 for refund of 

the unutil ized amount, in response to the audit findings, NABARD indicated 

in September 2008 that the amount of Rs. 2.30 crore hitherto reflected as 

unutilized had been almost fu lly utilized as follows: 

• NABARD reported an increase in expenditure of Rs. 1.40 crore, after 
completion of reconcili ation in all the States. 

• Rs. 0.90 crore was re leased by NA BARD to Chhattisgarh (Rs. 0.77 
crore) and West Bengal (Rs. 0.13 crore) in July-August 2008 for 
settling pending applications for which sanctions were purportedly 
made by the implementing banks prior to the cutoff date o f 31 March 
2006, but funds cou ld not be disbursed due to the utilization of 
allocated subsidy for these States. NABARD required additional funds 
of Rs. 0.78 crore to cover the claims from West Bengal in respect of 
pending applications which had reported ly been sanctioned by the 
implementing banks prior to 3 1 March 2006. 

Despite provis ions for getting physical and financial progress reports from 

NABA RD under the scheme, the Ministry did not ensure the timely 

submission of these reports by NABARD. Also, the Ministry did not have 

effecti ve control s to cross check the correctness of the disbursement fi gures 
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made under the scheme, and continued to admit the figures of expenditme as 

reported by NABARD without getting independent validation of the related 

records and the Hst of purported pending applications . 

fu audit's opinion, the Ministry's failure to take action on release of Rs. 0.90 

crore of funds by NABARD in July-August 2008 more than two years after 

the closure date of the scheme of 31 March 2006, was irregular and improper, 

especially when the intimation of the closure of the scheme on 31 March 2006 

was given wen in advance in July 2005, and there was no provision for. carry 

forward of funds beyond March 2006 to cover liabilities on account of 

sanctions purportedly being given before March 2006. If such carry forward 

was required, specific approval of the Department of Expenditure, Ministry of 

Finance shoulid have been obtained. This was clearly an attempt by NABARD 

to avoid refund of the balance amount of Rs. 0.90 crore. Audit recomniends 

that this amount be forthwith rec~~ered from NABARD. 

The Ministry stated that they had been pursuing the matter with NABARD to 

refund the unutilized amount. However, this amount was yet to be refunded as 

ofJune 2009. 

bJregufal!" cl!rawall of fonnds iin adva!lllce o:lf l!"e{j[Ullllremellllt JreS\lllllteirll nllll. Rs .• 5.25 
crnre Jrem.aitl!llitng outsliidle the Goveimm.eJIBt AccmnJIBts, caUJ1sii.ng a Iloss of 
h:n.teirest oJf Rs. 23.46 Ilalklln. 

General Financial Rules (GFRs) provide that a Grant or Appropriation shall be 

utilized to cover the charges (including the liabilities, if any, of the past year) 

which are to be paid during the financial year and adjusted in the accounts of 

the year for which Grant or Appropriation is sanctioned. Such charges can be 

authorized by competent authority any time before, but not after the expiry of 

the financial year. Further, Government of India's (GOil) decision (4) below 

Rule 258(2) lays down (as applicable prior to July 2005) that ordinarily, 

payments for supply of stores should be made only after the supplies are made. 

However, in cases where it becomes necessary to make advance payments as 

demanded by the firms for supply of stores, the Departments of the Central 

Government/Head of Departments may authorize the drawal of ·special 

departmental advances. 

Scrutiny of records (June 2006 and April 2008) of the Directorate of Plant 

Protection, Quarantine & Stores, Faridabad (Directorate) revealed that the· · 

GOI, Department of Agriculture and Cooperation accorded (17 March 2005) 
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I 

12 sm;1ctions for Rs. 3.46 crore for purchase of equipments and allowed to 

draw ~he· amounts in advance on Abstract Contingent Bills (AC Bills) in 

refaxafion of para 2 (iii) under GOI's decision (4) below Rule 258 of GFRs, 

with tre condition that cheques/drafts would be handed over to t~e supplier 

only ~fter the satisfactory delivery/installation and performance report of the 

equipiFents. However, as stated above, the relaxation invoked in these cases 

was applicable only where advance payment was demanded by the supplier 
I 

for supply of store/equipment, etc. ][n these cases neither were any advance 
I 

payments demanded by the suppliers nor were any advance payments made to 

them. I Thus, the sanctions accorded by GOI were not in order and it is 

appar9nt that the intention was to draw the money before . the end of the 
financial year to avoid lapsing of budget grant. 

The Directorate withdrew (March 2005) Rs. 3.46 crore and kept it in the shape 

of 12 jbanks drafts. The payments to the firms were actually made after a 

period! ranging between 112 days and 323 days from the date of issue of 
demadd drafts. 

I 
I 

Four similar sanctions were again accorded by GOI in December 2005 and 
I 

March: 2006 for Rs. 1.79 crore for the purchase of stores/equipments. The 

Direct9rate withdrew (March 2006) the amount of Rs. L79 crore on A.C; Bills 

through permission to draw the amount of Rs. 1,65 crore on A.C. bills was 
I 

accord~d in thre~ cases for making advance payment to the firms. The 
I . . . 

amou~ts so drawn were again kept in the form of bank drafts and no advance 

. paymehts were made to the firms. The payments were made to the firms after 
I 

. a ·p.e,rifd ranging between 76 days and 262 days on receipt of stores/ 
eqmp~ents. 

I 

I 

Thus, !irregular drawal of funds in advance of requirement on the basis of 
I . .·· 

infirm 1 sanction orders, resulted in Rs. 5.25 crore remaining outside the 
1. • 

Gove~ent Accounts thereby causing a loss of interest of Rs. 23 .46 lakh2
. 

i . -
The niatter was referred to the Ministry of Agriculture in December 2008. 

The M;inistry stated (May 2009) that the permission of the competent authority 

was o~tained to draw the amount on A.C. bills and all out efforts were made to 

utili~e jthe bud~et a~location of_ e~ch year to .the exte~t possible. The reply is 
not m conformity with the prov1s1on of the rules mentioned above. . · 

I . 

2 
All the Jverage borrowing rate of interest of the Government oflndia at 7 .89 per cent per annum during 2004-05 

and at 7.75 per cent per annum during 2005-06. 
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Tllne objective rnf fimpilemeRllfilrnng a CeJIJltirnHy Spommll"eidl Scheme mn 
66Assis11:annce fo Sll:ates -for MocllerHllftsatfonn/ Im.provemeJ1R11: o:lf Sfaunghtell" 
Houses al!llid Establlislnmeirnt of Cal!"cass Uitmsaitfon Oenn1lns'' 11:0 minnfimnze ail!" 
accide1IB11:s idllille to bird l!nits at telffi selleded Ilnngltn rfisk JI.AF aliirfiell«l! fowRlls 
coulld nnot be admfieve«l! evel!ll aftell" 18 years, despite expellll.i!lli11:Ullre of Rs 26.63 
crnre, as rnmll two md of 10 ro"eds were fimllll o eratfonnall 

Bird hits have been a major cause of air accidents. Indiscriminate disposal of 
garbage and stagnation of waste water in open drains close to airfields attract 

birds, thereby posing serious hazards to aircraft operating at such airfields. 
Dilling the period from 1978-79 Jo 1987~88, the Indian Air Force (IAF) 
suffered -damages to 60 -aircraft due to bird hits; of these, in 38 cases, the 

aircraft was totally destroyed, and five pilots killed. Further, IAF . was 
incurring an expenditure of more than Rs. 50 crore annually on account of 

damage to aircraft due to bird hits. 

In order to prevent/ reduce air accidents due to bird hits, an Inter Ministerial 
Joint Sub Committee (IMJSC) was constituted in February 1989 to formulate 

a~tion plans to sanitise a few selected airfields. In February 1990, IlMJSC 
recommended implementation of (a) garbage disposal and sewerage/ drainage 

schemes, and (b) modernization of Slaughter Houses (SHs) and establishment 
of Carcass Utilisation Centres (CUCs) in 10 selected high risk IAF airfields at 
Gwalior (M.P.), Sirsa and Ambala (Haryana), Hindon and Bareilly (U.P.), 
Adlampur (Punjab), Tezpur (Assam), Pune (Maharashtra), Jodhpur 

(Rajasthan), and Dindigul (A.P.). 

Mention was made in the Report of the C&AG for the year ended 31 March 

2007 (No. CA 1 of 2008, Paragraph 17 .1) of the inordinate delay in 

implementation of the solid waste management and sewerage schemes in these 
10 high risk airfields. As regards the modernization of slaughter houses and 
establishment of CUCs, the Ministry of Agriculture launched a Centrally 
Sponsored Scheme "Assistance to States for Improvement/ Modernisation of 
Slaughter Houses and Establishment of Carcass Utilisation Centres" in the 
vicinity of the 10 selected high risk Indian Air Force air fields identified by the 
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IMJSC during the VIII Plan at a cost of Rs. 28 .75 crore3
. The scheme had two 

components: 

• Modernisation/ improvement of s laughter houses, with 50 per cent 
funding by the Government of Ind ia (GOI) and ba lance 50 per cent 
funding to be provided by State Government/Meat Corporation/Urban 
Local Bodies/Gram Panchayats jointly or exclusively. 

• Establi shment of CU Cs, with I 00 per cent Go I funding for capital 
expenditure on building, plant, machinery and effluent treatment plant. 

The State Governments could involve Co-operative Societies or Corporations 

or Boards of Scheduled Castes/Scheduled Tribes and volunta ry organizations 

of repute for arranging the State's share. However, fl ow of Government of 

India funds from the Centre were to be routed through the State Governments 

only. 

The scheme was continued through the IX Plan and the first two year~ of the 

X Plan upto 2003-04, when it was closed due to poor performance of the 

projects. However, in order to complete the on-going projects, the scheme was 

continued for one more year upto 2004-05. 

During 1990-2005, the Mini stry released Rs. 28. 11 crore for eight projects at 

h igh risk airfie lds viz. Gwalior, Hindon, Bareilly, Adampur, Tezpur, Pune, 

Jodhpur and Dindigul ; no funds were re leased for projects at the remaining 

two airfields (Ambala and Sirsa) as proposal had not been submitted by the 

State Government. Audit exam ination disclosed the fo ll owing: 

• Five projects (Hindon, Bareilly, Adampur, Pune, and Jodhpur) were 

completed. Out o f these completed projects, only two projects at 

Jodhpur and Pune were fu lly operational. Hindon and Bareilly were 

reported as operational by the Ministry, although physical inspection 

by the Audit team in July-August 2008 revealed de fic iencies in 

operation, and the project at Adampur was not operational since 200 I . 

• Three projects (Gwa lior, Tezpur, and Dindigul) were yet to commence 

operations as of August 2008. 

3 This was increased to Rs. 29.46 crore due to transfer of funds from another scheme. 
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The detailed status of implementation of the projects in the 10 selected airfield 

towns is as under:-

Table 1 : Status of Implementation of Projects as of August 2008 
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Further, the Audit team conducted visits to fo ur project sites at Hi ndon, 

Bareilly, Adampur and Jodhpur during Ju ly and August 2008 to a certain the 

physica l status of the projects, which revea led the fo ll owing position. 

While the CUC at Ghaziabad (near Hindon airfield) was reported as fu lly 

operational in the Ministry's records, the Audit team's visit revealed that the 

plant was not working to its full operational capac ity due to the dilapidated 

condition of the bu ilding and mach inery. Huge garbage stacks had been pi led 

up in open spaces j ust outside the boundary of the airfie ld. Further, Ghaziabad 

city neither had any authorized slaughter house, nor any authorized garbage 

disposa l center4
. 

CUC al G haziabad (near llindon a irfield) 

Arca surrounding Hindon airfield 

4 
Makeshifl arrangcmenls f'or garbage disposal had been made at Sa i Upvan, Vija) Nagar 
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In response (October 2008), the Min istry stated that as the plant was more than 

nine years o ld, it was possible that the machinery mi ght not be in very good 

cond iti on; however, running of a CUC to ful l capacity would depend upon the 

ava ilabi lity of raw material for process ing. The Ministry's contention is not 

acceptable because : 

( i) c learly, the objective of funding the CUC had not been achieved due to 

di lapidated condi tion of the building and machinery. 

(ii) as regards ut ilization of cue to its fu ll capacity, thi s should have been 

cons idered at the ti me of sanction of CUC and not at thi s stage 

A I though the s laughter house 

at Bareilly 

satis factoril y 

was working 

as per the 

Mini stry's records, the s ite 

vis it by the Aud it team 

revea led that the plant was not 

working to its ful l capacity . 

Discussion w ith the employees 

Slaughter House at Bareilly of the Nagar Nigam, Barei lly 

manning the slaughter house revealed that the UP Pollu tion Control Board had 

objected to the unauthorized runn ing of the slaughter house w ithout 

insta llation of an effluent treatment plant; the export of meat had s ince been 

stopped, scaling down utilization of plant capacity. The Audit team found the 

drainage system of the slaughler house and the cond ition of the s laughter 

house building was defecti ve and unhygie ni c as depicted in the photograph 

above: 

Closed CUC at Adampur 

15 

The CUC at Adampur was 

closed after July 2001 due to 

li tigation, and reportedly 

handed over to the State 

Department of Animal 

Husbandry in 2004. During the 

site visit, the Audit team found 

the CUC closed, and also 

noticed many garbage sites in 

open fie lds w ithin 0.5 km to 4 

km of the airfie ld. 
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In response, the Ministry slated that the State Government had neither sought 

its permission for closure of the CUC, nor intimated it about the closure. 

Field visit by the Aud it team to the CUC at Jodhpur revealed that the CUC 

was full y operationa l and processing about 30-40 carcasses daily. 

Meanwhi le, during the period from 1990-9 1 lo 2006-07, when these schemes 

were being formulated and implemented, !AF had 13 accidents and 542 

incidents on account of bird hits, which resulted in loss of 12 aircraft with a 

financial effect of Rs. 18 1.33 crore. This would illustrate that the objectives of 

the Scheme of creating hygienic cond itions around the airfields so as to 

minimize accidents, were not pursued to finality by the Ministry. 

In response (October 2008), the Ministry stated that the desired success in 

implementation of these projects could not be achieved, primarily due to lack 

of matching response and funds from the States/ local bodies, low priority 

accorded by the States/ loca l bodies and difficulties in locating suitable sites. 

The Mini stry also stated that they did not have the resources and manpower to 

supervise the functioning of the established Slaughter Houses and CUC 

projects which were spread throughout the length and breadth of the coun try. 

Further, maintenance of sanitation and hygiene in and around slaughter houses 
and prevention of clandestine slaughter was within the purview of the State 

Government and loca l bodies, who should implement the provisions of the 
Acts/ Rules already in place, and mere constructi on of slaughter houses and 

establishment of cues alone would not help much in reducing the bird hit 
menace, without effecti ve monitoring and control. 

In Audit's opinion, the issues raised by the Min istry should have been 

addressed at the time of conceptualization and approval of the scheme, as well 

as during implementation. Further, the Ministry did not constitute a 

Monitoring Committee to evaluate the progress of the scheme from time to 
time, as required in terms of the recommendation of the Expert Group of the 
Ministry. 

Thus, due to the fai lure of the Ministry to effectively monitor and coordinate 

with the State Governments and implementing agencies, the objective of 
reducing bird hits to aircraft in selected high risk lAF airfie lds through 
improvement/modernization of Slaughter Houses and establi shment of 

Carcass Utilization Centers was not achieved. Expenditure of Rs. 26.63 crore 

remai ned largely unfruitfu l even after a delay of 18 years. Failure of the 
scheme will continue to cause great loss to the Indian Ai r Force on account of 

air accidents due to bird hits in these towns. 
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Mhnistl:ll"y l[])f Civil! A vfatfollll (MOCA) prnvndes Haj SIUlbsii.idly l[])lll accm1rnntl: off 
tllne i!l!iflfell"e!Illce betweenn tl:!hle aill"fall"e paiidl by pfillgll"iims SJPll[])Illl!mll"ed by tine llia] 
C@mmll11:11:ee of Ind.ii.a (HCOI) amid! tlbte costs clhlall"ged by tlhle aJ\Jrl!J1.]!].es malkiJmg 
tnmspod ~mraJmgemellll.ts - Aill" llllldfa, fo.irllhm Airlines, (slillll.ce mell"ged Jinntl:@ 
NACIJL) allll.idl Salllldli A:rabli~m Ali:rllli1I1es. Ifoweve:r, exaunmillll.atl:follll of sunlb>slidy 
paymelllltl:s foll" JHhn] crpenntiolllls from 2002 fo 20@6-U ammmllltil!ll.g fo R.s. 
Bl!J)8.91 crmre (s1lilbsii.a:lly paymemits for Ha] 2007 to 20«Dl!J) Jrnairll llllOtl: lb>eel!ll. 
:fnllll.alli.se«ll) ll"evealleirll iil!ll.admiissible JPlaym.ents l[])f Rs. 5]..341 creme as wellR as 
J!llaymelffits l[])f Rs. 11/5.77 crore, for wlhliclbl aidleq1U1ate justmcatl:foIID/ idletafills 
were l!ll.l[])\I: oilll recl[])nll, ([])Ver amll above tl:lhle apprnvea:ll ratl:es for Ha] 
l[])]plelt"atl:foJms. Tlhle abs~mce l[])f detailed giuuidelllillll.es for deteirmrml.IIDJi.Jmg admJi.ssli.Me 
elememl:s of subslidy, el!1l.ab!ed cfalims for mnmerouns eRements olf Cl[])St, 
Jinespedli.ve of tllnenr reasO.nnablleness or airllmisslilbinllftty, wll:niclbt was 
compo1lllllJ\irllea:ll by Ilack of systl:ematic procedues for iJIBdependemnt 
verlifncaiticlllll annd scmtl:Ilny l[])f Ali.Jr lmlirllfa's cfalims. 

A11llcllit Ji.s of the vliew that tlhle c11J1nennt procedlunires di[]) Illlil>tl: il!].cel!ll.tl:livlize 
e:!f:fncli.el!Ilcy aiJIBidl ecmnomy olf Ha] l[])jperatl:Ilmns by All!r lI!mdfa/ Inndfa Airlinnes, as 
tlhle reimbllllrsemel!llt Ji.s l[])Illl. cost basis, allll.d recommemlls tllnat 11:llne Minnlistry 
Cil>llll.sider ai wel!ll-irlle:fnned Cl[])mpetitive teilll.deJt"Ji.llllg m.ecl!nanilsm am«mgst 
dilfferellllt aliirUnes to enn.s1uure tllne fowest cost to Gl[])vemmellllt l[])f Ha] Sllllbsliirlly. 
Rlf tlln.e Mhm1.stiry illlltellllds to col!ll.tinnue il>]l_lleratfolllls l[])nn JIBegl[])tiated dll.scUllssfol!lls 
wUlhl NACltL Olli\ cl[])st baslis, th.en detafilleidl gllB.iirlleilll.Jrn.es for admiissilbllle 
eX]l_llenses lilleed to lble framed, ]plJrl[])ce«ll111nres foir elf:!fectl:Ilve scr111ltilllly olf sunlb>sliirlly 
claims l!leed fo lble systematized, aJilld strict tl:Ilmeframes for slllllblmlissfonn, 
sc:rutiny and settllement of cfaims m~ed fo lble faD.d irlll[])WJIB. 

The responsibility for making arrangements for Haj pilgrims from India is 
shared by several Ministries/ agencies: 

Q 

The Ministry of External Affairs (MEA) is the administrative Ministry 
vested with the responsibility of making overall arrangement for Haj 
affairs, and the Consulate General of mdia, Jeddah is the nodal agency 

for arrangements for Haj pilgrims sponsored by the Haj Committee of 
mdia (HCOI). 

The HCOI, commonly known as the Central Haj Committee (CHC), is 
responsible, under the Haj Committee Act 2002, for malting 
arrangements for the pilgrimage of Muslims from India for Haj. 
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• The M ini stry of Civil Aviation (MOCA) is the nodal agency, 

responsible for handling the movement of Indian pilgrims by air1
• Haj 

flights are undertaken by Air Jndia (AI)2 and Indian Airlines (I A) in 

association with Saudi Arabian Airlines (as per a bilateral agreement 

between India and Saudi Arabia), and these operate currently from 17 

embarkation points3 in India. 

Air lndia handles Haj operations, partl y using its own fleet of aircraft, and 

partly by chartering aircraft on wet lease4 basis. It is a lso the noda l agency for 

air chartering, and representatives of the HCOI, MEA, MOCA and DGCA5 are 

associated for ai r charter negotiations. 

Haj operations are handl ed in two phases - Phase l flights start from various 

Indian embarkation poi nts and land at Jeddah/ Madina, and Phase - ll involves 

return fli ghts from Jeddah and Madina to Indian a irports. 

3.1.1.1 Haj Subsidy 

Haj subsidy is the di fference between the fare paid by HCOl pilgrims and the 

fare charged by the agencies that are making transport arrangements i.e. Air 

India, Indian Airlines, and Saudi Arabia Airlines. This subsidy is paid to Al by 

MOCA out of its budget provisions. From 1994 onwards, the two-way airfare 

payable by Haj pilgrims has remained static at the leve l of Rs. 12,000 per 

pilgrim, whereas the cost per pilgrim had increased to Rs. 5 1,610 during 2009. 

The expenditure on Haj subs idy, increased from Rs. I 0 .57 crores in 1994 to 

approx imately Rs. 620 crore for the Haj 2009
6

. 

A pro fil e of the total number of Haj pilgrims sponsored by HCOI and the 

subsidy for the Haj Operations from 2002 to 2009 is depicted as fo llows: 

1 From 1995, travel fo r Haj by ship was di scontinued, and Haj pilgrims from India travel only 
by air. 
2 Air India and Indian Airlim.>s have been merged into the National Aviation Company of 
India Ltd. (NAC IL). 
3 Ahmedabad, Aurangabad, Bangalore, Calicut, Chennai, Delhi , G uwahati ,Hyderabad, Indore, 
Jaipur, Kolkata, Lucknow, Mumbai, Nagpur, Patna, Srinagar and Varanas i. 
4 The lease of an a ircraft with flight crew is normally referred to as wet lease 
5 DGCA: Directorate General of Civil Aviation 
6 The final expenditure fo r the Haj 2007,2008 and 2009 has st ill not yet been arrived al. 
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Chart I - Number of Haj Pilgrims sponsored by HCOI 
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Chart 2: Per- pilgrim subsidy (in Rs.) 
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As regards subsidy payments for the 2007, 2008 and 2009 Haj operations, on 

account payments had been made to Air India. Though the fina l subs idy 

payment during 2007-09 could not be made ava ilable to audit, as per 
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in formation furnished by MOCA subs idy payments of Rs. 365 crore, Rs. 620 

crore and Rs. 620 crore had been made for 2007, 2008 and 2009 respectively"'. 

The per-pilgrim air fare rates for Haj operations were as follows: 

• From 200 I, MOCA decided that the Haj traffic was to be taken care of 

collectively on a 50:50 basis by All IA, and Saudi Arabian Airlines 

(SAA) at a fi xed cost of US$ 700 per pilgrim plus US$ I 0 as in surance 

surcharge. For pilgrims travelling from distant stations like Ko lkata 

and Chennai, A l was permitted to charge I 0 per cent extra, i.e. $ 780 

(inclusive of insurance surcharge) per pilgrim. 

• SAA accepted these fares of $ 7 10 and $ 780 up to Haj 2005. 

However, for Haj 2006-1, they charged fares of $745 and $ 8 I 9, wh ile 

for Haj 2006-ll, they charged $ 771 and $ 84 7 as regular fare and fare 

for di stant stations respectively. 

As compared to the rates charged by SAA, the overall cost per pilgrim 

ultimately claimed by Air India from MOCA ranged between US$ 940 to US 

1235 during Haj 2002 to 2006- 11 . 

For each Haj operation , approva l from the Cabinet is obtained on the basis of 

estimated expenditure, and a Memorandum of Understanding (MoU) is also 

s igned between SAA and MOCA. Further, HCOI guarantees 99 per cent load 

factor in respect of the total seat to be provided by SAA. 

Payment of the cost for carrying pi lgrims for Haj by SAA is made by Air India 

on behalf of M OCA in the followi ng manner: 

• 30 per cent of the total amount is required to be paid two weeks before 

departure of first Haj flight from India; 

• 25 per cent of the total amount is required to be paid on the day of the 

first Haj fl ight from India ; 

• 35 per cent of the total amount is required to be paid two weeks prior 

to the start of Phase-2 return operations; 

• I 0 per cent of the total amount is required to be paid after comple tion 

of Phase-2 operations on the bas is of fina l figures o f Phase- I load . This 

needs to be settled no later than two weeks after the completion of 

Phase-2; 

As regards payments to Al , ' on account ' advance payments are made by 

MOCA through its budget, subject to final adj ustment after completion of Haj 

ource: Data furni hed by MOCA on l31
h April 20 I 0 
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operations. No norms or guidelines have been stipulated for such on account 

paymel\ts. 

Detail of payments on account of Haj subsidy made ·for the last five Haj 

operations (2002 to 2009) and the periods to which they pertain, are 

summarized below: 
Table 1 

An audit of payment of Haj ·subsidy claims for Haj operations from 2002 to · 

2006 (Haj - I and Haj-II)7
, covering policy and procedural aspects, was 

conducted in the MOCA. 

Audit acknowledges the co-operation and assistance extended by the MOCA 

during the conduct of this audit 

~1i~1iml~li1Pll 

~~j~;JJi¢f5:@'.ti~lslffi'.llmUil~ 

In audit's opinion, the current procedures for air charter negotiations for 

leasing of aircraft do not iricentivize efficiency and economy of Haj operations 

7 Since subsidy payments for Haj 2007,2008 and 2009 had not beenfmalized by the MOCA 
as of March 2010, these were not included in the scope of audit. · 
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by AI/I IA, as the reimbursement is on cost basis. Audit examination revealed 

that th~ rates agreed with SAA were significantly lower than the overall· rates 

ultimately claimed by Air fudia for Haj operations from 2002 to 2006 Haj-It 

The lo{ver pilgrim cost of SAA vis-a-vis AI and IA, indicates that AI and IA 

were n:
1

ot managing their Haj operations as efficiently and. economici;1lly as 

SAA. ~uch inefficiency is ultimately charged to MOCA's account through 
higher ~ubsidy payments. 

I 

I 
Audit ~crutiny, further, revealed that tlie absence of detailed rules/ :fi,-amework 

for det~rmining admissible subsidy payable to AV IA enabled these agencies 

to clai~ all expenses irrespective of their reasonableness or admissibility; this 
I 

was compounded by lack of systematic procedures for independent 
verificJtion/ scrutiny of AI claims, as well as monitoring. I . . 
l~Z~~1\rD_-,,ynll§~l~ll!31m~ill . 

I 

Audit sbrutiny revealed that in addition to the rates approved by the Cabinet I . . 
for different Haj operations, inadmissible claims amounting to Rs. 51.34 crore 

over th~ period 2002 to 2006 were allowed and paid to AI, as detailed below: 

Tabie 2 

Additional Payments 
for technical !halt at 

Ill terms of the Cabinet note of Haj 2005, IA was ·. 2002 to 
allowed reimbursement of parking, handling and 2004 
landing charges (on cost basis) fot a technical halt at Sharjah 1 

Higher Fare's -
Lucknow 1 

Srinagar 

Royalty to S~ 

Sharjah, due to its inability to operate direct flights 
to Jeddah with its aircraft. However, IA was allowed 
additional payments over these charges, primarily on 
account of aircraft fuel, pilgrim cost, a11d spares and 
com onents. , 

for The fare decided by the Cabinet in Haj 2005 was 2002 to 
and US$ 700 per pilgrim, with 10 per cent extra 2006-II 

chargeable for pilgrims ·travelling from farther 
stations like Kolkata and Chennai. The higher rate of 
US$ 819 was• niade applicable. for· Lucknow only 
from Haj 2006 -1. The Ministry fucorrectly allowed 
claims from Af @ US$ 940 per pilgrim from 
Lucknow upfo Haj 2005, although this was nqt Haj 2005 
covered by the Cabinet's approval. -
Similarly, AI carried 5602 pilgrims from Srinagar 
and claimed higher rate US$ 780, instead of US $ 
710 whicl t r{:sulted in ove a ent of Rs. 1. 77 crore 
While the l\':[OUs signed between the Ministry with . 2002 . to 
SAA had no, provision for paym~nt of royalty, the . 2004 · 
bilateral agr¢ements between. SAA .and AI provided 
for payment of royalt)r to SAA for shortfall m 

assen ers carried vis-~-vis the allotted seats. 

22 

12.34 

9.15 

. 1.77 

2.40 

J'. 

i h 

I' 

I ' 



... 

.1 

<! 

Report No. 9of2010-11 

Payment for travel of SAA and AI made additional claims for subsidy on Haj 2004 0.44 

CHC officials transportation of 129 passengers (including 48 HCOI 
officials), who were not selected as pilgrims through 
the stipulated procedure of draw of lots by HCOI. 
These were subsequently regularized by the Ministry 
through post facto approval. These passengers were 
in addition to the Haj goodwill delegations of the 
GoI, which has been covered in Paragraph 5.9 of the 
CAG's Audit Report No. CA 1 of2008. 

Claims for excess For Haj 2004, the number of pilgrims certified by Haj 2004 4.40 

number of passengers the Chartered Accountant was lower than the and Haj 
number for which AI was allowed payment. 2006-I 

Claims for own AI was allowed payment for 14,320 pilgrims Haj 20:84 

flights at rates for transported in its own aircraft at higher rates 2006-I 

leased aircraft corresponding to those paid for leased flights 
(Rs. 47,672), instead of at the rates stipulated in the 
Cabinet approval (Rs. 33;115). Instead of operating 
on "cost basis'', AI was effectively obtaining profits 
at Gol's cost. 

Totali 5:1.34 

The following payments amounting to Rs. 125.77 crore were also allowed and 

paid to AI over and above the approved rates for Haj operations, for which 

adequate justifications/details were not available on record: 

Other Costs 

Direct and 
Indirect fixed 
costs 

Miscellaneous 
Charges 

Additional 
Charges on 
positioning of 
aircraft 

These charges were claimed by AI, in addition to other 2002 to 
charges like landing, handling, catering, navigation and 2006 - I 
other charges. However, details of these costs allowed and II 
by the Ministry were not available in its records. In the 
absence of such details, the authenticity of such 
expenditure, and their direct relation with Haj operations 
could not be verified in audit 
These charges were claimed by AI only for Haj 2006-I 2006- I 
and Il, and were allowed by the Ministry without details, and H 
in the absence of which their authenticity and relevance 
to Ha" o erations could not be verified. 
ill addition to the approved items of cost, AI· claimed Haj 2002 
additional amounts on account of catering on ground to 2006-
due to delays, publicity and give-aways, VSAT and II 
telephone expenses, purchases of computer equipment. 
While expenses on ground catering due to delays should 
have been avoided through efficient management of 
operations, the direct relationship of other expenses with 
Ha· o erations could notbe vouchsafed in audit. 
AI claimed additional amounts for positioning ofleased Haj 2005 
aircraft from stations to an operating station as "feriy to Haj 
cost". Details of such costs, detailed justification for 2006-II 
incurring of such costs due to positioning of aircraft, and 
efforts made by AI to minimize such costs ' through 
efficient mana ement were not available in the 
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I 

l Ministry's records, in the absence of which the i admissibility of such expenses .could not be verified in 
,f audit. 

Excessive claims Hub and spoke operations were carried out by IA for 
on account dfhub carrying pilgrims to connecting AI flights to Jeddah, I and spoke ' which were allowed by the Ministry at rates ranging 

·operations ' from Rs. 3 toRs. 5 lakh per flying hour, in the absence 
' of any guidelines or norms. However, analysis revealed 

that the number of passengers per flight claimed was far 
less than the full capacity of 146 passengers for the A-
320 aircraft used for such operations. The load factor 

I 
I 

was far less than the 99 per cent committed by HCOI for 
SAA operations to Jeddah. 

Penalty for under HCOI could not provide the requisite number of 
utilization o~ · · pilgrims in different Raj operations, for adhering to the 
capacity I load factor of 99 per cent stipulated in the MOU with I 

! SAA. Resultantly, SAA claimed and was paid Rs. 5.60 
I crores for under utilization of capacity of aircrafts I 

: during Raj 2003 to Haj 2006"11; this was, in turn,_ ·I 
I charged bv AI to MOCA 

- I Total I 

Raj 2003 20.14 
to Raj 
2006-II 

Raj 2003 5.60 
to Raj 
2006-11 

125.77 

' ' 

For :the Haj operations from 2002 to 2006-U, Air India claimed and was paid 
interest of Rs. 46.29 crore, since the on-account payments by MOCA did not 

cover the entire amount, and the residual amount had to be financed by Air 
India imough commercial borrowings from the market. This interest was 

I 

daimeCi, since dues on account of Raj operations were not settled promptly; in 
fact, t~e final payment of Rs. 4.54 crore for Haj operations of 2002 was made 
only iti 2007-08. These iriterest payments could have been avoided, had claims 
been·sJbmitted, scrutinized and settled in time. 

i 
. I 

~~l~~~E~t~!2:11i11R~i~l!J1mm~jj,mli 
' . 

In pur~uance of a Cabinet decision relating to Haj 2006-II, an Expert Group 
was set up in February 2007 to review the policy for future Haj operations. 
The te~s ·of reference relating to transport arrangement for this Expert Group 

I . 

were: , 

!The transportation arrangements for the pilgri~s to Saudi Arabia and 

jchoice of the institution, to execute it, as well as the procedure for 
ileasing/arrangi.11g aircraft. . 
! I 

)The fixing of air fare of the pilgrims and the related issues of subsidy 
jand eligibiHty: 
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The recommendations of the Expert Group with regard to 'Transport 

Arrangements' were briefly as under: 

© The fare should, preferably, be increased from the present Rs. 12,000 
to Rs. 30,000 over a four year period with increase of around Rs. 5,000 

per year. This would make the HCOI fares in consonance with fares 
paid by PT08pilgrims for Haj 2006 - I. The fares would, thereafter be 

linked to the average annual level of increase in airfares; 

Every effort should be made to bring down the AI fare to the level 
offered by SAA and to the PTOs in Haj 2006 -U, i.e around 

Rs. 32,000; 

There should be greater transparency in the negotiations with SAA and 
in the wet leasing of arrcraft by Air India, and Air India operations in 

general; 

There should be oversight of the air transport for Haj operations by a, 

committee constituted with the participation of the concerned 

Ministries, Air India and HCOI; 

The existing rule about pilgrims not repeating the Haj before five years 

to be implemented by HCOI should be strictly enforced; and 

The intimation of fare increase should be conveyed to the public as 
part of a wider package for improving the Haj bandobast and providing 

better facilities to Hajis at embarkation points in the country and at 

Jeddah, Makkah and Mina. 

The above recommendations of the Expert Group were discussed in a meeting 

of a Group of Ministers (GOM) held in August 2007, and the following 

decisions were taken: 

The recommendations of the Expert Group relating to air fare were 

accepted in toto, except that the airfare should be increased from the 
present Rs. 12,000 by Rs. 4,000 each year starting from the year 2007 

over the next four years. 

MOCA would move a proposal to obtain the approval on the 

recommendations concerning air transport management. It would also 

8 Private Tour Operator 
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: consider and introduce measures to further decrease the actual cost of 
! air transport arrangements; 

Howe"ier, despite the recommendations of GOM, there· was no change in the 

airfare,! which was retained at Rs. 12000 (Le. the lev:el i.n 1994) till May 2009; 
I -

when ~he airfare was raised to Rs. 16,000. This, coupled with inefficient 
management of operations, resulted in huge amounts of subsidy. 

I 
3.1.5 l!Recl[])mme11ullatil[J)J!IlS: 

I 

I 
0

:

0 

)The Ministry needs to consider, without further delay, a well defined 

bompetitive tendering mechanism, involving different airlines, to 
I 

~nsure the lowest cost to Government of Haj subsidy after giving the 

~etailed estimates of pilgrims from different embarkation points. These 

should not be left to negotiated ·discussions with NACIL on "cost 
basis" as there is little incentive for them to increase efficiency. 

•:° Further, once competitively tendered rates are agreed, the concerned 

~irline(s) would then be wholly responsible for efficiently and 

~ffect~vely managing their operations within the tendered ·rates. 

~ecisions as to leasing of aircraft or use of own fleet would be that of 

the airlines, and not that of MOCA. Further, no additional payments 

Jhatsoever on any ground beyond the. competitively tendered rates 
should be made. 

•:• ff MOCA intends to continue operatiOns on negotiated basis through 

~ACIL on "cost basis'', detailed guidelines for admissible expenses 

(along with cost limits) need to be framed. Further, procedures for 
I . . . 

effective audit/ third party verification of claims of NACIL vis-a-vis 
I 

t* guidelines need to be syste111atized, and strict timeframes for 

stlbmission, scrutiny and payment' of claims need to be laid down, so as 
t~ ensure accountability. . 

! 

The mattbr was referred to the Ministry in September 2008; their reply was 
I . . . awaited as of March 2010. · · 
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Twl[]) imporfallll11: projects l[])f tltne B1uureal!ll of Cnvftn Avfatl:follll §ecl!llirify (BCAS) 
for se11:1i:Illlllg llilJPl a Cnvlill Avfatl:follll Secillll"Ilty T1rniiimillllg Academy, aim«ll 
colffis11:ir1lllcti.1[])1!1l olf al!ll ofltiice lbnudllidllillllg foir 11:lhle Regimll.all Depllilfy Commlissfonner 
of Secun:rity a11: Munmbaii, cimllllidl 1D101l: commeIID.ce even a:!fteir B yearn mnd sll:x 
years respecti.velly ({])f 11:heliir a11>:provail by tllne lP'fal!llnnnllllg 
Commftssimu/Miimnstry, id!Ulle 11:® !Ill®l!ll-fnnallisati.mn ®Jf 11:llnefur focati.mn. Tlhlese 
cases Ilniiglmlliglln11: time apatlhleti.c affitmlle of 11:Ime autllmrities 1i:l[])wa:rds 
strellllgtlbi.eJIBil!llg Civill A viatfonn Secuml.ty nllll tllne cmnnntry dlesplite the 
nnncreasihmg mennace · l[])f[ gfoball terrnirism mull irepea11:ed 1terrnriis1t a1t1taclks :lilm 
Jilllldfa aHMll ellsewllneire. 

Bureau of Civil Aviation Security (BCAS), an attached office of the Ministry 
of Civil Aviation (MoCA), is the regulatory authority for civil aviation 

security in India. It is responsible for laying down standards for pre

.embarkation security and anti-sabotage measures in civil flights, and ensuring 
compliance with these standards through regular inspections and security 
audits. It is headed by a Commissioner of Security (Civil Aviation) and has 

four regional offices· at the international airports at Delhi, Mumbai, Kolkata 
and Chennai, which are headed by Deputy Commissioners of Security. 

Two important projects of the BCAS to safeguard aviation security could not 

be completed even after 13 years and six years respectively of their approval 
by the Planning Commission/Ministry despite release of Rs. 3.65 crore to the 

implementing agencies. These cases highlight extreme slackness onthe part of 
authorities in ·executing projects related to civil aviation security in the 

country. The details are discussed below: 

Establishment of a Civil Aviation Security Training Academy (CAST A) under 
the aegis of BCAS was recommended by an filter-Ministerial Group 
constituted (1993) in the wake of four hijackings of Indian Airlines flights. 
Subsequently, a proposal for setting up such an Academy, which would 
function as the apex aviation security institution in the country, was approved 
by the Planning Commission in December 1996 with an allocation of 

Rs. 16.87 crore during the IX Five Year Plan. 
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Initially, land for the Academy was identified near IGf Airport, Delhi , which 

was, however, not made available by the Airports Authority of India (AAI). 

Consequently, in February 2003, the Ministry decided to locate the Academy 
at Netaj i Nagar, New Delhi, and conveyed in-principle approval. While an 

amount of Rs. 25 crore was earmarked for the Academy in the X Plan, 

advance payment of Rs. 2.65 crore was released in two phases in March and 

December 2003 to AA I towards consultancy charges and prel iminary 
activities. The proposal remained under consideration in MoCA till March 

2005, and thereafter, search for other locations began without assigning any 
reason. 

Several options were explored between March 2005 and July 2008 as 
discussed below: 

• Locating the Academy at Gond ia (Maharashtra) along with the 

proposed National Flying Training Institute (March 2005). Gondia was 

not preferred as BCAS wanted the Academy to be located close to an 

international airport to attract foreign airport/airline security/staff, 
preferably in Delhi, due to easy availabi li ty of subject matter 

specialists from various security organizations which were all 
headquartered in Delhi . 

• Uti lizing the existing facilities of the National Institute of Aviation 
Management and Research, Delhi (September 2005); 

• Locating the Academy at Safdarjung Airport (February 2006). This 

was not found to be possible as AAI expressed its inability to provide 
land. 

• Accommodating the Academy in the new BCAS Headquarters 

Building at New Delhi (June 2008). This was also not poss ible, as it 

was felt that adequate space for the academy was not available in the 
new BCAS Headquarters. 

• Locating the training academies of BCAS and DGCA9 adjacent to 
each other (July 2008); and 

• Exploring other locations at Janpath and Nangloi, Delhi (July/ August 
2008). 

q DGCA: Director General of Civil Aviation 
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Thus, despite lack of any other specialized institute in the country to ~mpart 
training on aviation security, a dedicated training academy for civil aviation 

security could not be set up even after 16 years of recommendation of the Inter 

Ministerial Group. 

The delay of 13 years (since approval for the academy by the Planning 

Commission) in locating even the site for the academy highlights the apathetic 

attitude of the authorities towards strengthening civil aviation security in the 

country despite the increasing menace of global terrorism and repeated 

terrorist attacks in India and elsewhere. 

Given the importance of this project in strengthening civil aviation security in 

the ·country, the Ministry must set a definite timeline within which the 

Academy would be set up to implement the recommendation ·of the Inter-

Ministerial Group of 1993. 

This case also highlights that neither the Planning Commission nor any other 

agency is effectively monitoring timely execution of projects relating to civil 

aviation security. 

Construction of the Office of the Regional Deputy Commissioner of Security 

(RDCOS) at Mumbai, which was approved by the Ministry in December 

2003, had not commenced as of January 2010, due to non-finalisation of the 

location of the office. The details of the case are summarized below: 

@ In July 2003, the project was envisaged as a combined office complex 

of the RDCOS, Regional Director - AAI, and the Airport Director at 

Mumbai. The land earmarked for the project was found to have solid 

rock. Consequently, the site was considered unsuitable for the project 

as the basement for the project could not be constructed. 

A new location was identified by AAI in December 2004 and detailed 

estimates submitted in February 2005. Meanwhile, due to restructuring 

of Mumbai A:irport through the Joint Venture route in May 2006 and 

the consequent handing over of Mumbai Airport to the Joint Venture, a 

combined office complex was no longer necessary, as the office of 

Airport Director, AAI was no longer required. 
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0 
i A new location at the new Airport Colony was considered; but was not 
\foilnd fea~ible in. January 2007, due to the requirements of the new 
[airport operator. As of January 2010, the office continued to operate I 

!from residential premise provided by Mumbai International Airport 
:Ltd. 

The Ministry had, in December 2003, advanced Rs. one crore to AAI for I . 

undertafing preliminary activities relating to this project which remained 
unrefunhed. 

I .· 

In respdnse, the Ministry stated (February/ August 2008) that: . I . 
I. . 

® · Despite best efforts, the construction work could not be started due to I . 

circumstances beyond their control. 
I • 

. I 

® ]n April 2008, AAI had been requested to allocate suitable land in the 
~icinity of the airport for the proposed RDCOS .office. 
I 

! . •. ' 
The advance of Rs. one crore to AAI would be adjusted against the I . . . 

_ cest of construction of the new office complex. of BCAS Headquarters 
a~ New Delhi. 

The repl¥ of the Ministry should be viewed in the context of the decision to 
I 

restructure Mumbai Airport through the JV route being taken by the 
Gov~mn}ent of India in September 2003 itself; the lack ·of necessity for a 
combined office complex, including AAI offices at Mumbai, could have been I 

foreseen (well in advance, and the final location decided much earlier. 
I 
i 

Thus du4 to poor planning,: lack of effective monitoring and indecisiveness of 
the Ministry, both the projects having important bearing on the civil aviation I 
security got inordinately delayed. and the construction is yet to commence 

even aftet 13 years/six years of their approval by the competent authority. 
I 

DGCA p'.rocUJ1:red eileven Hansa t:rahne:r ai:rcraft frnm National Ae:rospace 
/ Laboirall:~:ries (NAIL) at ll:he cosll: o:f Rs. 6.10 crnre :lfQ.r allotment to varfoIDJ.s 
1 

Gove.rnunnlenll: fllyling dllllbs. However, ll:bese. a~rcrafll: were not ull:ilizecll by tllne 
Jfllyiimg d~bs due to fack of trail!Jle~ instrncfors ancll pe:rceived 11:ech11111icaR 
COl!llSt:rai~ts. The expem!iture. illllcurred on procuremel!llll: of ll:hese aircraft 
was, ll:Imer~fore, fargely nm.dered inf.ructIDJ.ous. 
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The Director General of Civil Aviation (DGCA) is the principal regulatory 
body in India in the field of civil aviation and its functions include supervision 

of training activities of flying/gliding clubs. 

DGCA procured eleven Hansa-3 trainer aircraft from the National Aerospace 
Laboratories (NAL), Bangalore10 at a cost of Rs. 6.10 crore for distribution to 
various flying clubs. Eight aircraft were procured during the year 2001-2006 

and three were procured during 2007-2009. 

The decision for procurement originated from an initial request by NAL to 
DGCA in November 1998 for a subsidy of Rs. 2 crore for producing five 

Hansa-3 aircraft and delivering them to the Government flying clubs. 
Subsequently, in August 2000, DGCA made a proposal to the Ministry of 
Civil Aviation (MoCA) for purchase of the first three Hansa-3 aircraft from 
NAL at a cost of Rs. 41.82 lakh each; the purchase was justified on the 

grounds of meeting flying club-requirements and encouraging indigenous 

production of trainer aircraft. The purchase of one Hansa aircraft was 
approved by the MoCA during 2000-01, followed by an in-principle approval 

in December 2002 for further procurement of 10 Hansa-3 aircraft for 
distribution to various Government controlled flying clubs during the X Plan 
period (2002-07). 

Audit scrutiny of the Hansa aircraft procured by DGCA and supplied to 
various flying clubs revealed that these were either currently non functional or 

information about their current use was not available with the DGCA, as 
tabulated below: 

Table-4 

VT-HNT 
Andhra Pradesh 

April 2001 
Not 

Crashed in December 2004 Aviation Academ known 
VT-HNU 

March2002 
682:35 Despite the club not 

Kerala Aviation Center, functioning properly 

Thiruvananthapuram (March 2002) one more 
aircraft was allotted in 
March2003. 

VT-HNW 
Kerala Aviation Center, 

March2003 
Not 

. Thiruvanantha uram known 

VT-HNV 
MP Trairung Centre, 

March2002 36:15 
Remained grounded due to 

Indore technical s stem constraints 
Mostly rem~ined grounded 

VT-HNX 
Haryana Institute of March2004 115:05 

due to unsatisfactory 
Aviation, Kamal performance (as reported by 

the club. In Febru 

10 A unit of the Council for Scientific and Industrial Research (CSIR). 
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! 
2009, ·DGCA decided to I 

transfer it the Amritsar to 
' Aviation Club. I 

School was not operational vT-HNY Govt. Flying Training Not 6. 
School, Bangaluru April2006 

known due· to non availability of 
. tliWit instructors. · 
Initially, this aircraft was 

,,. 
allotted to Andhta Pradesh - , __ 

A viatioµ Ac;ad¢my in April 
-- 2006, and,> atter - their 

·• 
·'i. 

~-{, . .., .:.. ; . ~~~~:~-~h~~~~rf~~-w~11i6~ i 
.Madras Flying Club,._ . Not -

I 

-_ Januafy·2'ob8: However; tifo.iiliicfaft were 
7. VTiHNZ 

Chennai known 
;: 

·.,;.··-.· 
groifude<:J. b'eeause· the Club 

: had not -been able to. get 
qualified _ Aircraft 
Mamteriance Engineers 
(AME);, which was a pre-
requisite for flying. 
After refusal by Haryana I 

Institute of Civil Aviation, 
i 

- Pinjore in November. 2006 
I due to unsatisfactory i 
' performance, it was ·.re-

Madras Flying Club, Not allotted to this dub. 8. VT-HOC Januaty2008 However, the aircraft were Chennai known 
grounded becau8e the Club 

· hacl -not been able to get 
qualified Aircraft 
Maintenance Engineers 
(AME), which was a pre-
requisite for flying. 
Still lying with NAL as 

9. VT-HOE Assam Flying Club, · 
July 2008 Nil AFC, Guwahati was unable 

Guwahati to arrange a pilot who could i 
i ferry the Hansa aircraft. 

Aircraft was awaiting- snag I Amritsar Aviation Club, 10. VT-HOF 
Amritsar Jllly2008 76:30 rectification by NAL since 

I December 2009: 
I Amritsar Aviation Club, 11. VT-HOG ·March2009 38:55 Serviceable. i Amritsar 

This in<ilicated that DGCA was not -_effectively -monitoring utilization of 
I - . -

aircraftslprovided to various GoveilliilentFlying Clubs. 
I . . 

The maih reasons indicated by the flying clubs and Aero Club of India for the I - -- . . . . 
non-functional status of these aircraft were as follows: 

the flying range of the aircr~ft was less, making it unsuitable for I .. 
cross-country trammg; 
i . 
' 

due to restrictions imposed by 'the manufacturer on the engine and 
I . . ._-

aVfi"ame, it was very difficult for use for training purposes; 
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The airframe of the aircraft was of composite type and was not fit to be 

flown iri high temperature and rainy conditions as per the 

manufacturer; 

A qualified senior Chief Flying Instructor had been killed in a crash of 

the Hansa aircraft in Andhra Pradesh. 

Lack of qualified pilots. 

M.P Flying Club in their feed back report suggested that after failure of 

"Swati" and "Hansa" to qualify the category of an ideal trainer aircraft, 

the Ministry should go for design and production of an aircraft having 

aU the characteristics of Cessna · 152 or Cessna 172, instead of any 

further experimenting on a new design, as the same were, by and large, 

accepted as ideal trainer aircraft. 

·In response to an audit enquiry, the Ministry stated (April 2008) that to the 

bestof their knowledge, the Hansa aircraft was a good aircraft and the lower 

utilization rate of Hansa was mainly due to non availability of trained pilots 

and not due to the poor performance of the aircraft. As regards the crash of 

one Hansa aircraft, DGCA' s report had concluded that wrong pilot handling 

was the probable cause of the accident. 

The reply is not acceptable as poor performance of aircraft was also an . 

important reason for under utilization in addition to shortage of pilots with the 

flying clubs. 

The Ministry, in-November 2008, stated that eleven Hansa aircraft were 

procured from the NAL to encourage indigenization and. to support flying 

activities in the country. The above reply of the Ministry has to be viewed in 

the light of the facts stated in para 1.8.1 of the CAG's Performance Audit 

Report No. 2 of 2008 which highlighted that the objective of providing 

indigenous two seater Hansa aircraft remained unachieved as NAL was yet to 

develop its components indigenously and continued to depend on imported 

components for its design and development. Also, NAL took up 

manufacturing of Hansa without assessing its future commercial viability, as 

result of which there were no further orders for the aircraft in the market. 

The fact remains that the majority of eleven Hansa aircraft procured by DGCA 

at a cost of Rs. 6.10 crore were not utilized by the flying clubs to which they 
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were !allotted due to lack of qualified ,instructors and perceived technical 
- I ' ' 

constraints. 
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']['Ible Dfurecton11te GeRllenl of Sllllpplies & Dlisposalls (DGS&D) fa:fille«ll 1l:o 
implement the inc:reased. :rate of departmentali charges for tlhle senriices 
irenulle:rei!l for p1ll!lrchases anirll D.nspectfoHll. of sto:res, w.B:lliclln JreSUlllited ilffi sllnoirt 
Ilevy of Rs. 9.42 c1rnre foll" the l!lleiriod Decembell" 21!D05 1l:o MaJrclln Wl!DS. 

The Directorate General of Supplies & Disposals (DGS&D) is a central 
purchase organisation of the Government of India (Goll), which concludes rate 

contracts for common user items required by the Central Government 
Departments, State Governments, Union Territories, and quasi-public bodies 

like municipalities, statutory corporations and government undertakings. 
Central Government Departments/ Ministries authorized to act as direct 
demanding officers operate the rate contracts by placing supply orders against 

DGS&D. 

DGS&D levies departmental charges for the services rendered for purchases 

and inspection of stores at rates prescribed by the Government from time to 
time. Prior to November 2005, departmental charges @ 0.5 per cent each of 
the value of the contract or supply order placed against the DGS&D rate 
contract were recoverable for services rendered for purchases and inspection 

of stores separately. These rates were revised to 0.6 per cent from November 

2005. 

Audit scrutiny, of the records of Delhi and Mumbai offices of DGS&D 
however, revealed that DGS&D continued to levy departmental charges at the 
old rate of 0.5 per cent in respectOfs~ices for both purchases and inspection 
of stores. Thus, short levy of departmental charges by 0.2 per cent

1 
on the 

amount paid through various bills between December 2005 to March 2008 
worked out to Rs. 9.42 crore (including Rs. 1.80 crore pertaining to the Office 
of the Deputy Controller of Accounts (Supply) Mumbai, a subordinate office 

of the DGS&D). 
In reply (September 2008), the Ministry stated that instructions had been 
issued to all the concerned sections in DGS&D to levy departmental charges 
@ 0.6 per cent, and that efforts were being made to recover the residual 

departmental charges from consignees/ Indentors. 

1 0.1 per cent each for services for purchases and inspection of stores. 
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4.2 Recover ies at the instance of Audit 

On being pointed out by Audit, Joint Director General Foreign Trade 
(JDGFT), Ahmedabad recovered Rs. 59.06 lakh from a firm which had 
received undue refund of Terminal Excise Duty (TED) of Rs. 160.97 lakh 
and Department of Commerce recovered Rs. 4 lakh towards interest on 
refund of unspent balance under Marketing Development Assistance 
(MDA) Scheme 

Case I: Under the Foreign Trade Policy2, the benefits of deemed 

export, including refund of Terminal Excise Duty are available for supply of 

goods under International Competitive Bidding (!CB) for projects notified for 

zero customs duty by Ministry of Finance. These benefits are also avai lable 

for supplies by sub contractor, provided that the names were indicated in the 

contract, and payment certificate was issued by the project authority. 

Audit scrutiny revealed that Mis Gujarat Apollo Equipment Ltd. had 

irregularly received refund of Rs. 160.97 lakh under eight case files of Joint 

Director General Foreign Trade (JDGFT), Ahmcdabad for a project awarded 

by National Highway Authority of India, despite not providing documentary 

evidence of supplies under the ICB procedure and lack of payment certificate 

from the project authority. On being pointed out by Audit, JDGFT, 

Ahmedabad recovered an amount of Rs. 59.06 lakh in February and July 2008, 

while the balance amount of Rs. 101.91 lakh was pending for recovery as of 

December 2008. The Ministry stated (December 2008) that the matter was 

pending in the High Court of G uj arat. 

Case 11 : As per sanctions for release of grants-in-aid by the Department 

of Commerce to various Export Promotion Counci ls (EPCs), the unspent 

amount was to be surrendered to the Government. However, the condition 

under Rule 209 (6)(xi) of GFR stipul ating recovery of interest on the unspent 

amount was not incorporated in the sanctions. 

Audit scrutiny revealed that 17 EPCs had not paid interest amounting to 

Rs. 57.74 lakh on the unspent balance amount. On being pointed out by audit, 

the Department recovered interest of Rs. 4 lakh on unspent balance from 5 

EPCs, while the recovery o f the balance amount of Rs. 53.74 lakh was sti ll 

pending. 

2 Paragraphs 8.2(1) and 8.6.2(f) 
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llii~~~lif:ii~.~ii!J!llil}i!t~~l~~fil~ijg~JUi 

:•~~!iin!!J§tlll 

Ount o:lt" 26 pirnjeds applt"oved_ between Decembell" 2@®3 mllll.d Ma!l"clln 21[])1[])5 
unm11dleir the Imllllllst:riiall :B:Ill!.firastmctmnre Upgraidationn §dneme (UU§)9 @ITllily -8 
11mJ>jects lbuull beel!ll compileted, idlespnte :rel!ease by Depa:rtmennt q]jf lnull1U1.s1t!t"fall 
Poll:ky aJllld lP'rnmotimn t(J!llIPP) of 84 per cent (Rs 792.45 Cirnire) of GO:!Ps 
sl!na:re of Rs. 945.27 clt"o1re, of tllne ap1prnJ1Veidl project c«J>s1ts (Rs 1693.31 
Crnire). 'li'll:nis advernelly aflfeded 1tlhte scheme's objective «J>Jf prnvirlliillll.g 
([]l_IDJailify i11B.fnst1rnct1U1lt"e tlhrrqmgl!n Pl!llblk lPlt"ivate _ lP'a:rtllll.ell"Slliinp :for ennlhlmimcJiilllg ' 
nlllte:rllllatlim1all competi.tivenness o:lt" i!_llom.estftc limllllllstcy. 1rlb.e mam reasollil foll" 
tlhle dellay illll comp!etimn. of plt"o]ects welt"e iimmidlequnate sMlt"Vey, assess1IB11el!llt of 
prn_ied lt"eq11l!ilrements a!llld mol!llnfolt"Ill!D.g. 

~~¥1aimir~!a~Illlltlli'l!~m~~\\Tu~11i~JI~Bi~~111tm 

~~i~~~!~~ 
In December 2003, the Department of Industrial Policy and Promotion (DIPP) 
introduced Industrial Infrastructure Upgradation Scheme (HUS) with a 
provision of Rs. 675 crore in the X Plan to enhance international 
competitiveness of domestic industry by providing quality infrastructure 
through Public Private Partnerships (PPP). Under the scheme, industrial 
clusters/ locations with high growth potential were to be selected for strategic 
interventions in the foUowing areas: 

0 Physical Infrastructure - in the areas of transport, water supply, power, 

fuel supply, effluent treatment and solid waste management; 

" Information and Communications Technology OCT) Infrastructure - by 

providing broadband connectivity; 

R&D Infrastructure - in the areas of collaborative, product technology, 

materials and market research; 

c Quality Certification and Benchmarking Centre - tlrrough improvement 

of soft skills in quality control and Total Quality Management (TQM); 

o Common Facilities Centre; 

e Information Dispersal/ International Marketing Infrastructure; 

Information and Communications Technology (ICT) induction, process 

re-engineering and management consultancy service centre; and 

o Other physical infrastructure. 
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I 

I 
HUS ~as a Central Sector Scheme, and initially 20 to 25 clusters:·\vere to be 

taken [up for development. The clusters/ industrial locations were to be 
I · .. • 

selecte;d by an Apex Committee headed by Secretary, DIPP, and cluster 

associJtions were to submit exhaustive proposals to the Committee for 

appro~al. Projects were to be appraised by Financial Institutions contributing 

to the: cost of the proje~t, failing which by i~dependent agencies to be 
appointed by the DIPP. 

i 
~~;}~~~~l!Ifrun~~ltli~im 

I 
I 

Govenhnent of India (Gol) assistance was in the forni of grant-in-aid, 
! 

. restrictpd to 75 per cent of the project cost, with a ceiling of Rs. 50 crore. The 

assistance was to be provided to Special_ Purpose Vehicles (SPV s) to be 

formed by cluster associations for infrastructure development. Funds were to 

be rel~ased · in three equal installments, with the · second installment to be 

released on receipt of Utilisation Certificate for the first installment and 
monitoting of actual physical progress. . 

I 

i~:JiZ~l~\lir91~~l~l'i1~~~~ 

Between December 2003 and March 2005, DIPP approved 26 projects, which 
I 

were to: be completed within 18 to 36 months from the date of sanction. These 

projectJ involved·a total project cost of Rs. 1693.31 crore, with a Central share 

of Rs. :945.27 crore, against which GoI released Rs. 792.45 crore upto 
September 2009. 

I 
I 

!~1~li~t~i!~:~~1um~m~ 
I 

A scrutiny of the records ofDIPP in respect of the 26 projects approved during 
I 

2003-05 was conducted by audit during June-August 2008. In addition, five 
I 

field v~sits were conducted by audit to Textile Industrial Cluster, Panipat 
I . 

(October 2008), Gems and Jewellery Cluster, Surat, Auto Cluster, 

VijayaJ.ada, Ispat Bhoomi, Raipur and Leather Cluster, Kanpur (January 
I 

2010). : 

The draift audit findings were issued to DIPP in October 2008. The responses 
I 

of the 91PP, received in January 2009 and November 2009, have been suitably 
incorporated in this report. . . 
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Check of the records of the Department of Industrial Policy and Promotion 

(DIPP) revealed that out of the 26 approved projects: 

e Eight projects were reportedly completed as of November 2009, with 

delays ranging between 15 and 33 months. The status and details of these 

projects are given in Taibi.Ile :n. below: 

Talb>Ile ]_: IDefayed Comp!etiollll o:lflIJ[lU§ P:ro]ects 

24 months; 23 months 
should have been 
completed by 

Rs.39.39crore April '07 
Chemical Cluster, Project Cost of 48.50 November 24 months; 18 months Completed 
Ankleshwar Gujarat Rs.152.83 crore 2004 should have been 

and Gol Grant completed by 
Rs.SO crore ovember'06 

Foundry Cluster, Project Cost 18.02 ·November 24 months; 33 months Completed 
Belguam, Karnataka Rs.24.78 crore 2004 should have been 

and Gol Grant completed by 
Rs.18.58 crore November'06 

Machine Tools Project Cost 47.65 November 24 months; Date of Project 
Cluster, Bangalore, Rs.135.50 crore 2004 should have been completion completion 
Karnataka and Gol Grant completed by not available certificate 

Rs.49.12 crore ovember'06 was not 
submitted 

Textile Cluster Project Cost 12.31 October 18 months; -do- -do-
Ludhiana Punjab RS.17.19 crore 2004 should have been 

and Gol Grant completed by 
Rs. 12.69 crore April'06 

Chemical cluster, Project cost 39.28 March2004 24 months; 27 months Completed 
Vapi Gujarat. Rs.54.31 crore should have been 

and GoI Grant completed by 
Rs.40.49 crore March'06. 

Textiles Cluster, Project Cost Rs. 49.49 March 18 months; 30 months Completed 
Tirupur Tamil 143.50 crore and 2004 should have been 

adu GoI Grant completed by 
Rs.50.00 crore September'05 

Auto Cluster, Pune, Project Cost Rs. 44.54 November 24 months; 15 months Completed 
Maharashtra 59.99 crore and 2004 should have been 

Gol Grant completed by 
Rs.44.99 crore October 2006 

0 Seventeen projects were yet to be completed as of November 2009, and 
there were significant time overruns. The status of the incomplete projects 

is given in 'Jl'albllie Z below. 
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Table 2: Incomplete IIUS Projects 

-----i 

~ 
26.91 
(97%) 

crore and GOI been completed 
Grant by January'06 
Rs.27.74crore 

2. Cer~al, Pulses and Project cost 29.07 October 18 months; 
Staples Cluster, Rs.39.96 (97%) 2004 

I 

Maqurai, Tamil crore and GOI should have 
adu Grant been completed 

I Rs.29 .97: crore by April'2006. i 

3. Metallurgical Project Cost 45.59 November 36 months; · 
CiuJter, Jajpur Rs. 80.60 (97%) 2004 should have 
o·I crore and GOI been completed ns,sa 

Grant Rs 47.00 by 
crore ovember'2007 

4. Autb Cluster Project cost 45.81 
Pith~mpur, Rs.73.29 crore (92%) 

I 

Madpya Pradesh and GOI Grant 
ofRs49.94 
crore 

5. Autq Cluster, Project Cost 22.31 November 24months; 
Vijayawada: Rs.30.67 crore (97%) 2004 should have 

ncilp"a Pradesh and GOI been completed 
Grant Rs by 
23.0lcrore November'2006 

6. Gems & Jewellery Project Cost 16.70 ovember 24 months; 
I Rs. 73.00 (33%) 2004 should have clust~r, Surat, 

Gujarat crore and GOI been completed 
I 

Grant by October' 
Rs.50.00 crore 2006 

7. Martjle Cluster, Project Cost 26.77 Novembe 24 months; 
Kishangarh Rs.36.80 crore (97%) 2004 should have 
Raja~than and GOI Grant been completed 

Rs.27.60 crore by 
I November'2006 

8. Coir Cluster, Project Cost 28.40 December 24 months; 
I Rs. 56.80 (67%) 2004 should have Alap~a, Kerala 
I crore and GOI been completed 

Grant by November 
Rs.42.60 crore 2006 

9. Leather Cluster, Project Cost 6.50 March 24 months; 
Kanp¥r Uttar Rs. 16.46 (67%) 2005 should have 
Pradesh crore and GOI been completed 

grant Rs~ 9.75 by March'2007 
crore 
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completed. 

43 months ot 
completed. 

23 months Not 
completed. 

35 months Not 
completed. 

35 months ot 
completed. 

38 months Not 
completed. 

35 months Not 
completed. 

39 months Not 
completed. 

32 months Not 
completed. 
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Multi Industry Project Cost 34.89 March 24 months; 32 months Not 
Cluster, Haldia Rs.58.85 crore (97%) 2005 should have completed. 
West Bengal and GOI Grant been completed 

Rs.35.97 crore by March'2007 

Foundry Park, Project Cost 13.47 March 24 months; 33 months ot 
Howrah, West Rs. 126.74 (33%) 2005 should have completed. 
Bengal crore and GOI been completed 

Grant by February 
Rs.40.40 crore 2007 

Rubber Cluster, Project Cost 5.24 March 24 months; 33 months Not 
Howrah, West Rs. 29.74 (33%) 2005 should have completed. 
Bengal crore and GOI been completed 

Grant by February' 
Rs.15.72 crore 2007 

Ispat Bhoomi Project cost 30.81 April 24 months; 31 months Not 
Cluster, Raipur Rs. 55.06 (97%) 2005 should have completed. 
Chhatisgarh crore and GOI been completed 

Grant Rs.31.76 by April '07 
crore 

Chemical Cluster, Project Cost 40.15 April 24 months; 31 months ot 
Vatva,Ahmedabad Rs.71.35 crore (97%) 2005 should have completed. 
Gujarat and GOI Grant been completed 

Rs. 41.39 by April'2007 
crore 

Textile Cluster Project cost 31.72 April 24 months; 31 months Not 
Ichalkaranji, Rs.65.07 crore (97%) 2005 should have completed. 
Maharashtra and GOI Grant been completed 

ofRs.32.70 by April'2007 
crore.-

Leather Cluster, Project cost 42.62 . April 24 months; 31 months ot 
Chennai Tamil Rs.67.34 crore (97%) 2005 should have completed. 
Nadu and GOI grant been completed 

Rs.43.94 crore by April '2007. 

Pharma Cluster, Project Cost 33.08 May2005 24 months; 30 months Not 
Hyderabad Rs.66.16 crore (67%) should have completed. 

and GOI been completed 
Grant byMay'2007 
Rs.49.62 crore 

o As can be seen, eleven projects sanctioned between August 2004 and April 
2005 were not completed, although more thari 90 per cent of the Go! 

approved share of funds had already been released. Similarly, in three 
projects sanctioned between December 2004 and May 2005, 67 per cent of 
funds had already been released. In respect of the other three projects 
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sanctioned between November 2004 and March 2005, it was noticed that 

33 per cent funding had been released. 

One project, the Textile Industry Cluster at Panipat, approved in December 

2004 was cancelled in April 2007. 

4.3.3.2 Cancelled Project 

The Textile Industry Cluster at Panipat was approved by DIPP in December 

2004 for completion within 24 months. The approved project cost was 

Rs. 54.53 crore, with a Central share of Rs. 40.90 crore, of which Rs. 13.63 

crore was released in December 2004. DIPP cancelled the project in April 

2007 due to non-availabili ty of land and the inability of the Panipat Textile 

Industry Cluster Development Society (SPY) to levy user charges, and 

directed the SPY to refund the central grant of Rs. 13.63 crore with interest. 

However, the amount had not been refunded as of November 2009. Audit 

scrutiny of records and fi eld vis it further revealed the fo l lowing: 

One of the project componen ts was 

the construction of an effl uent 

collection, treatment and disposal 

treatment at a cost of Rs. 15.14 

crore. Field aud it, however, 

revealed that a Common Effluent 

Treatment Plant (CETP) had 

a lready been constructed by 

HUDA3 in the same area, and its 

capacity was reported to be 

underutilised . 

Functional CETP constructed by HUOA (Oct 2008) The proposal for construction for 

another effluent treatment plant was, thus, redundant, and indicated inadequate 

survey and pre-approva l evaluation and assessment. 

3 HUDA: Haryana Urban Development Authority 
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Main Panipat drain through indust r ia l cluster (Oct 2008) 

The closure and lining of the Main Panipat drain through the industrial cluster at 

a cost of Rs. 16.24 crore had been included in the orig inal project. 

• However, field audit revealed that no work had taken place on this 

component, and the drain remained in open condition. Despite the 

cancellation of the project in April 2007 and orders for refund of the Central 

grant, an expenditure of Rs. 2 .57 crore was incurred on the construction of 

Effluent Conveyance Main Drain by the SPY. 

In response, DlPP stated (November 2009) that the SPY had been reminded to 

refund the entire Central grant with interest 

4.3.3.3 Project with no significant work 

• The Rubber c luster at Howrah, West Benga l, whi ch was to be completed 

by March 2007, involved a total cost of Rs. 29.74 crore, with Centra l share 

of Rs. 15.72 crore, of which Rs. 5.24 crore had been re leased in two parts -

Rs. 3. 14 crore in March 2005 and Rs. 2.10 crore in February 2006. 

However, the project was yet to commence, although expenditure of Rs. 2 

crore had been booked. The delay was on account of non-acquisition of 

part of the land, and requests to enhance the level of Go! grant. 

In response, DlPP stated that the SPY had acquired 76 per cent of the land and 

was in the process of acquiring the remaining land (November 2009). 

4.3.3.4 Field visits to Incomplete Projects 

Audit scrutiny and fi eld visits (January 20 I 0) revealed the following: 
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(i) Gems & Jewellery Cluster, Surat 

• The project, which was to be completed by November 2006, involved 

a total cost of Rs. 73 .00 crore, with Central share of Rs. 50 crore, of 

which Rs. 16.70 crore had been released in November 2004. The 

project was revised thrice, with deletion of important components like 

hostel facility, design centre, training and HRD etc. In response, DIPP 

stated (January 2009) that there had been delays due to litigation over 

land, and the project was expected to be completed by end-2009. 

Subsequently, in November 2009, DIPP stated that the execution of the 

project had begun. 

Fie ld v isit by audit in January 20 I 0 revealed the fo llowing: 

Convention-cum-display centre under construction 

• Although the Convention-cum-display centre was in the final stages of 

completion, the construction of other components viz. Auditorium

cum-seminar hall and Marketing bourse was yet to take off. 

Multi-level parking being operated by SMC 

• The parking complexes that had been built at a total cost of Rs. 12 

crore (Gol share Rs. 4.39 crore) envisaged an agreement (January 
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2007) whereby the land was to be provided by Surat Municipal 

Corporation (SMC) and the entire construction cost was to be borne 

by the Special Purpose Vehicle (SPY). 

• Two of the parking complexes were functional and were being 

operated by the SMC. It was provided in the agreement that the 

surplus, if any, would be divided between the SPY and SMC as 

mutually agreed upon, the deficit or loss was to be borne by the SPY. 

Entering into such an agreement where the percentage of sharing 

profits was not decided in advance and taking entire liability of losses 

by the SPY was not a prudent decision. 

(ii) Auto Cluster, Vijayawada (AP) 

The project involved construction of an Effluent Treatment Plant (ETP), 

Common Testing Centre (CTC), and a Trade Centre at a total cost of Rs. 6 .04 

crore (Gol share Rs. 4.53 crore). However, field visit by Audit (January 2010) 

revealed that although the bu ildings for none of the three components above 

were completed, the SPY had already purchased machinery and equipment 

during the period March-August 2008, making advance payments of Rs . 2.91 

crore. As a result, the machinery & equipments were lying packed and unused 

in a private godown for the last 17 months. 

Proposed CTC Building site at Auto 
Cluster, Vijaywada 
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CTC machinery lying packed & unused 
at Auto Cluster, Vijaywada 

(iii) lspat Bhoomi, Raipur 

ETP equipment lying packed in a godown 
at Auto Cluster, Vijaywada 

The approved project had I 0 components, namely, water supply, roads, quality 

testing lab, street illumination work, toll plaza, administrative charges, 

detailed design and work supervision costs, ETC charges and insurance and 

contingency, which were reduced to onl y three components namely water 

supply, roads, quality testing lab on a request by the SPY in March 2008. The 

construction of building for the Testing Lab was yet to start, a lthough the 

laboratory was functional in a rented bui lding. 

Testing lab operational in a rented 
building at lspat Bhoomi, Raipur 

Proposed site for the construction of 
Laboratory [spat Bhoomi, Raipur 

Further, a scrutiny of the Profi t & Loss Account of the SPY during the visit 

revealed that the SPY made profits of Rs. 1.50 crore and Rs. 2.30 crore for the 

years 2007-08 and 2008-09 respectively, and had distributed Rs. 1.59 crore as 

dividend to its shareholders during 2008-09. However, the Scheme guidelines 

contained no clause regarding the treatment of profits, once an SPY turned 

profit making. This issue needs to be addressed by DIPP at the earliest. 
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(iv) Leather Cluster, Kanpur 

• The tota l project cost was Rs. 27.34 crorc (GO I hare Rs. 9.75 crore) 

which in volved two components viz., Common Raw Hide Storage and 

Management Centre, and Common Hazardous Waste Disposal Faci lity 

(CHWDF). However, the former was dropped due to law and order 

problems, and a new component viz., Common Efnu ent Treatment Plant 

(CETP) added, with the total cost being revised to Rs. 17.65 crore with 

Go l's hare o f Rs. 9.75 crore . 

However, fi e ld visit by Audit in January 20 I 0 revea led that on ly one out of the 

proposed three cells of the CHWDF was complete and functioning, wh ile the 

other two were at different stages of completion (only 41 per cent of the 

project cost incurred). Further, work on the second component, i.e. CETP, was 

yet to take off. 

Functiona l Cell no. I of C HWD F at Leather 
C luster, Kan pu r 

4.3.3.5 Change in Components/ Scope 

Development of s ite for Cell No.3 of C HWDF 
at Leather C luster, Kanpur 

Audit scrutiny further revealed that two projects with an approved cost of 

Rs. 139.45 crore, involving Central share of Rs. 82.97 crore, out of which 

Rs. 80.48 crorc had been re leased, had not been completed due to change in 

approved components, deletion o f component and reduction in scope, as 

summarized below: 
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I 
I . 

1I'albile 3: Challllge iHll Components/ Scope of IIUS Projects 
I . . . 

Multi Imllunstry ! 
Cluster, lH!aldlia I 
(West Bel!IlgaH) 1 

i 

! 
I. 

. i 

Steel and! I 
Metal.lmrgy Cluster, 
Jajpur (Odssa) l 

I 

The approved (March 2005) component "Approach Road for Haldia 
Bridge" was dropped, due to the State Government's decision not to 
take up the Haldia Bridge projeCt, and funds were re-allocated 
(December 2006) to the water supply component. . 

In response, DIPP stated that the component was included on the 
basis of the commitment given by the State Government (November 
2009). 

Inclusion of various components on the.basis of anticipation and not 
· on the basis of detailed study/ survey. was in violation of the 
guidelines of the Scheme. 

Two existing components approved (November 2004), relating to 
strengthening'aild upgradation of old military road and development 
of the Ghat road in the Daitar Mines area, were replaced by two new 
components (January 2006), viz. construction of new toad along the 
old military road, and utility corridor,. 

In response, DIPP stated that the existing, road was not able to bear 
the· increased traffic load, and it was . not possible to close the road 
for upgradation; hence; it was decided to replace the components 
with construction of two new laries along the existing roads 
(November 2009). 

This mdicates that the original proposals wer.e prepared without 
adequate survey/ study. 

In four projects, involving a total cost of Rs. 373.35 crore with Central share 

of Rs 172.61 I crore, against which Rs. 12S.80 crore was released, audit 
scrutiny revealed the following deficiencies: 

! . 
I I Table 4: nus Prnjeds with other Jl)eficiel!ld.es 

tChemiicaH dustew, 
Vapi, (Gujairat) I 

.1 
I 

Interest of Rs. L37 crore earned on the Gol grant (Rs. 26.90 crore) as 
well as on SPV contribution (Rs. 9.50 crore) was not proportionately 
adjusted by DIPP before release of the third installment. 

In response, DIPP stated (November 2009) that no decision regarding 
adjustment of grant had been taken, as the grant remained frozen at 
the sanctioned level, while there had been considerable cost overrun 
which was met by the SPV. 

In audit's view DIPP should have adjusted the interest earned before· 
the release of the third installment. · 
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Madnfi1111e Toolls 
CilWister, JBeJ1Rgall1u11m, 
(JKarnatalka) 

Cofur CRunstell", 
AllaJ!Dpnnzl!na (Kell"inlla) 

Fm1mdry lP'arlk, 
lllfow1rnlbt 
(West JIBenngall) 
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The project involved two components- -Indian Machine· Tool 
Manufacturer's Association (IMTMA) Centre of Excellence, -and 
Peenya fudustries Association (PIA) infrastructure4

• DIPP released 
(March 2007) the third and final installment of Rs. 14.91 crore, 
despite there being no progress on the PIA infrastructure component. 

In response, DIPP (November 2Q09) stated the UCs had been 
received, and tlie implementation of the project was over. 

However, in the absence of the completion report, the claim of DIPP 
(November 2009) that the implementation of the project was over 
could not be verified. 

The project, which was to be completed by December 2006, had a 
total cost of Rs. 56.80 crore, with Central share of Rs. 42.60 crore, 
against which Rs. 28.40 crore had been released as of August 2009. 
The first installment of Rs. 14.20 crore released in December 2004 
could only be utilized in 2009, i.e. after a period of more than four 
years. 

In response, DIPP (November 2009) stated that the project was 
expected to be completed by September 2010. 

The project, which was to be completed by March 2007, had a total 
cost of Rs. 126.74 crore, with Central share of Rs. 40.40 crore, of 
which Rs. 13.47 crore had been released in two parts of Rs. 8.48 
crore in March 2005 and Rs. 4.99 crore in February 2006. The delay 
in completion was on account of non-availability -of land and lack of 
environmental clearance. 

In response, Dl!PP stated (November 2009) that environmental 
clearance had now been received and land. acquired. The work had 
started on the ground and a sum of Rs 12 crore had already been 
spent. The reply of DIPP supports the audit comment that there had 
been very slow progress in this project which had already been 
delayed by 33 months. 

Audit scrutiny revealed that against releases of Rs. 792.45 c:rore upto -
November 2009 for 26 projects in respect of which Utilisation Certificates· 
(UCs) were required to be received within 12 months, UCs in respect of 8 _ 

projects for Rs. 85.87 crore were yet to be received. Details are given in 
Ann.l!llex JL 

~''~-»~lmD 
As can be seen from the above detailed findings, 

© 17 projects out of 26, which were scheduled to be completed within 18 
to 36 months from the date of sanction of the project, had not been 
completed. 

4 This involved several s~b-components - roads, solid w~te management, common tool room facility, working 
women's hostel, common material testing laboratories etc. 

49 



i 
Report.No. 9of2010.,Jl 

I 
I 

@. ·./ The main:reasons for the.delay·in completion·were inadequate·survey 
I· ,and asses~m~nt_. of project·. re':luirements by the .implementing· agencies 
; before subm1ss1c;n of the project proposals. lFµrther, the Gol approved 
' these projects, without ensuring fulfilime.Qt of pre-launch requirements 
by the· State Governments arid implementing 'agencies. 

@ DIPP failed to exercise adequate ~d effective control over timely 
utiliz~tion of funds, reqeipt of UCs, ·and completion of projects. It also 
did not have adequate ·arrangements ·for· verifying actual physical 

I progress of projects before release of the ·nextinstallments . 
. · I·. . . . 

.. ~1~r~~Jifillt:~i'YI~&~!!i~~llr~t~im:w~•m«~11t~~irl 
! 

Absence of monifoll""i~g system Jinn respect of defauiltiJmg patenntee resuilfod 
· JR11 ~OJ!ll irecoveryl[J)Jf :renne\'fa!Jee fo tllne extent ®if Rs 1.U c.roire from A1IBgllllst 

199icto Marclt~:·ioos. · 
I . . 

. I . . .. . . . . 
. · JrnMay 2003, the Patents ActJ970 was:.amendedto raise the validity term of I . .· .··.· .. . 
·every patent granted from 14 years to 20years . 

. ! - . ' . .. 

The ~ate of any granted patent is effective. fr~m the date of submission of the 

pate+ application. Continue~lvalidify ofa patent is conditioned on the renewal 

of p~tents for which· a :renewa1Jee is payable from the. second year onwards 
which must be remitted to the · .Patent Office . before the. expiry . of the 

• c~rr~sp~nding·::year. 'Srich · p~tent shall cease to have effect following non
. payclent ·of renewal fee within the . prescribed period or within·. an e~tended 
· peritjd of six months. fu case·a.patentis granted later than two years from the 

I • 

· · ·date 
1

bf'tiling; the:cumulativeTenewal fees may be' paid within a term of three 
.months from the date of the recording of the .patent in· the register or within an 

· exteJsion ,c)fsix months: Following ces~ation of patent right due to non

payJ.ent of renewal fee, such patent shall not be entitled to any protection> 
How~ver the.Act alsop~ovides that the patentee may make an application for. 

the ~estoration of the patent within 18 months from the date on which the 
I patel}t ceased to have effect. 

I 
A. I Audit scrutiny .revealed that the office of the Deputy Controller of 
Patents and Designs, (DCPD) Kolkata neither intimated the patentees about 
the butstanding reriewal fee nor informed them about the cessation or 

I . . . . 
subsequent lapse of the patent on account of non-payment of the renewal fee. 

I . . 
As the fact of lapse of patent wa:s neither recorded in the Register of Patents I . . . 
nor intimated to the patentees or made' public, patentees continued to enjoy 
pafo't rights even after cancellation or cessation of their patents . 

. , 
i ' 

As there is no system in place to pursue or monitor the fact ofrecovery of the 
I . . . . , ·.. . . . . .. .... 
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renewal fee~ . the renewal fee is not recovered regularly-.. Scrutiny of three 

Patent registers revealed that out of 17618 cases of patents registered' during· 

2001-02 to 2006-2007, an amount of Rs'. 1.12 crore was recoverable towards 

renewal fee in respect of 215 number of patents for the period from August 

1992 to March 2008. 

Thus, failure on the part ofDCPD to monitor the status of outstanding renewal 

fee and notifying the public on cancellation of the patents resulted in Joss of 

revenue to the tune of Rs 1.12 crore, besides allowing the patentees to 

continue to enjoy business rights without paying the requisite renewal fees. 

B. fa August 2007, the Head of India Patent Office, Kolkata directed 

that an patent · applications henceforth be examined through e:-exainin,ation 

module, developed by NIC. A pre - requisite for such examination was that the 

entire application must be in digitized format. Audit scrutiny revealed·. that 

while some application were beihg received in digitized form, most were 

paper application in which case the Office was getting them digitized by CMC 

Ltd. before examination. While the process of examination: moved from 

manual to electronic format, the Patent Office did not insist upon applicants to 

submit electronic copies along with paper applications and spent its own 

money to digitize a majority of those applications. It incurred an expenditure 

of Rs 22 lakh on digitization of 6764 applications till March 2008 that was 

clearly avoidable. Such practice is still continuing (July 2008). 

The matter was reported to the Ministry in June 2008, their reply was awaited 

as of September 2009. 

51 



' . 

Report No. 9of2()10-11 

Anme:r-Jr 

(Refetred fo in i>al'.a~iraph No. 4.3.3. 7). 

Statement of pending UCs as on 31.12.09 

~· 

-

Ispat Bhoomi Cluster, Raipur, 9.74 September 2008 
Chhatis arh 

-

2 Textile Cluster Ichalkaranji, 9.91 March2008 " 
Maharashtra. 

3 Chemical Cluster, Ahmedabad, 
Gu"arat 

12.56 June2008 

4 Textile Industrial Cluster, Panipat, 13.63 December 2004 
H ana 

5 Textile Cluster, Ludhiana, Pun"ab 3.89 .March2008 
6 Foundry Cluster, Howrah, West 13.47 FebruarY 2006 

Ben al 
7 Metallur ical Cluster, Ja" ur, Orissa 14.27 Se tember 2008 
8 AutoAncill Cluster, Chennai 8.40 October.2008 

Total 85.87 

'1: 

r ' 

I ~ 
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n~P:l~!mllt~~itlf&:m 

fili)J~j&~--m~JI11~r~1lSJ:tt!fiTft1\Ylmi~i1~1•~11~m1m · 

~~:ft~m!~~itftli~~~lll~"\1!11~~ 
The postal system in India has a history of handling connminications 

infrastructure for the country for almost 150 years and currendy has the largest 

network in the world. 

The primary services rendered by the Department of Posts (DoP) are as 

follows: 

0 .·Communication service~ 7 Letters, Post Cards, etc. 

" Transport services - Parcel, Logistics, etc. · 

• Financial services - Savings Bank, Money Order, linsurance, etc. 

" Value added services - Speed Post Service, Business Post, Direct Post, 

etc. 

As part of its Universal Service Obligation, the postal system is expected to 

ensure provision of efficient postal services at affordable prices to users aH 

across ilie country. Transmission and delivery of mail is the core traditional 

business of the Postal Department. Over the years several value added services 

· like bulk mail, business post and speed post have been introduced by DoP. 

The Post Office Savings Bank Scheme is an agency function performed by the 

Department of Posts (DoP) on behalf of the Ministry of Finance, Government 

of mdia for which the Ministry of Finance remunerates the DoP at rates fixed 

from time-to-time. ][n discharge of its agency functions, DoP represents the 

oldest and largest banking network in the country and plays a critical role in 
mobilizing small savings, primarily in rural areas. DoP also assists people in 

transfer of money from place to place through 'money order' and 'postal 

order'. 

The Department o~ Posts also provides life insurance. Postal Life fusutance 

(PU) has been providing life insurance coverage since 1884 to Goyemment 

employees. Since 1,995 PU has been extended to the rural popl1lation of the· 

country under a new scheme Rural Postal Life Jinsurance. While PU covers 

employees of Central and State Governments, Central and State Public Sector 
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Undertapngs; Universities, Government-aided Educational institutions, staff 

of the ][)efence Services and Para-Mi_litary forces,. RPLI has a .much larger 
mandate! of covering rural areas. . . . 

The net accretion to the PU/RPLI fund will now be invested as per the IRDA 

Investment guidelines. For this purpose an Investll1ent Board ch_aired by 

Member (PU) has been set up at New Delhi. The DoP has signed an 

agreement with _the Fund Managers (UTI Asset Management Co Ltd and SBI 

Fund M~11agement Pvt. Ltd) for operationalization of Investment of accretion 

to PU/R;)?U funds. For carrying out the day to day work of investment, an 

Investment Division has also been set up at Mumbai headed by the Chief 
I 

Investment Officer. 

DoP is a~so engaged in disbursement of pension and family pension to military 

and railir"ay pensioners, family pension to families of coal mine employees 
andindu~tries covered by the Employees Provident Fund Scheme. 

During 2~08-09 the DoP launched 'Project Arrow', an initiative to transform 

India Post into a vibrant and responsive organization and make a visible and 
I 

positive idifference in postal operations to benefit the customers. The 

department identified 50 post offices in Ph~se I and 450. Post Offices in Phase 
n. 

There is a Mail Business Develqpment & operations wing in DoP which deals 

with Wet. Lease of Freighter Aircraft, Setting up of Mail Business Centres, 

Setting of Automatic Mail Processing Centres, publicity for redesigned pin 
I , • • 

code and National Address Data Base Management System. In order to I • 

improve :its mail delivery and transmission ~ervices in the North East, 

Departm~nt of Posts decided to induct dedicated freighter aircraft for carriage 

of mail, parcel and logistics to and from the North Eastern Region. fuductfon 

of the freighter aircraft has provided the Department the necessary carrying 

capacity for the mail bound for/from North East and has eliminated delays in 
transmission. 

The D~p~rtment of Posts is part of the Ministry of Communications and 

.·· .. fuforffia#9ri:Tt;dµwlogy, Government of India. The Secretary, Department of 
· Pc)sts,'-as ·the.Chief Executive of the Department,. is also the Chairperson of the 

Post~i' Sefvices Board and Director General, ·India Post. The Board· has six 

Members;for the portf~licis of Personnel, Operations, Technology, Postal Life 
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Insurance & (Chairman Investment Board), Human Resource Development 

and Planning. 

The department has 22 Postal Circles that are divided into 37 Regional offices, 

controlling 442 Postal Divisions and 46 Postal Stores Depots. There is also a 
Base circle to cater to the postal communication needs of the Armed Forces. 

The staff strength of the department as on 31 March 2009 was 4.83 lakh with 

2.10 lakh departmental employees and 2.73 lakh Gramin Dak Sewak.s$. 

The Board directs and supervises the management of postal services 

throughout the country with the assistance of Chief Postmasters General in 
Circles and Senior/Deputy Directors General in the Directorate General of 

Posts. A Business Development Directorate (BDD} was set up in DoP in 1996 
to ensure focused management of value added services viz., Speed Post, Speed 

Post Passport Service,. Business Post, Express Parcel Post, Media Post, 

Meghdoot Post Card, Greetings Post, Data Post, E-Bill Post and E-Post Postal 

Life Insurance (PLI) and Rural Postal Life Insurance (RPLI) Schemes are 

monitored by PU Directorate headed by the Chief General Manager, PLI. 

The volume of traffic projected and actually handled by the DoP in respect of 
unregistered and registered mail over the last 3 years from 2006-07 to 2008-09 

is given in Amumex-1 

Actual volume of unregistered mail in respect of post cards, printed post cards 

and competition post cards, parcels and letter has shown a decreasing trend 
during 2008-09 as compared to 2006-07. The revenue from mails relating to 
inland letter cards, news papers, book packets, printed books, other periodicals 
and acknowledgement however, has shown a positive trend. In the category of 
registered postal services, volume under classical services like money orders, 

insurance, and registered letters/parcels has declined. The exception to this 
trend is the quantum of speed post, which has increased by almost 84% over 

the period 2006-07 to 2008-09. 

The total revenue receipts during 2008-09 showed an increase of 6;68 per cent 
over the previous year. The increase was, however, much less than the 

$ Ill the rural , remote comer of the country, Postal Services are rendered through Branch 
Post Office, working for limited hours utilizing the services of rural based personnel called 
"Gramin Dak Sevaks" (previously called Extra Departmental Agents) who work on a part 
time basis. 
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increase in the gross revenue expenditu re wh ich was 34.15 per cent more than 

the preceding year as shown in the chart below. 

12000 

10000 
9756.23 

! 8000 7272.66 

6000 c: 

~ 4000 

2000 

0 

2007-08 2008-09 

• Revenue Receipts • Revenue Expenditure 

The details or revenue receipts and n:venue expenditure arc given in Annex-II . 

There '"as a net loss of Rs 3593.08 crorc on postal service• s in 2008-09. The 

comparative position for the period 2003-08 is as under: 

Net losses on postal services 
4200 

3700 3593.08 

~ 
3200 

u 

2 2700 

" 
= 

2200 
, 

1700 
"' 

1200 

700 

200 

Year 

The Department's net loss which was more than Rs 1380 crore in 2004-05 had 

decl ined in subsequent years and was less than Rs 1250 crore in 2006-07. 

· Net los~ was calculated as the difference between revenue receipts& recoveries and revenue 

expenditure, i.e ., : (Rs 5862.33+Rs. 300.82)-Rs 9756.23}. 
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However, as at the end of 2008-09, the net loss had spurted past Rs 3500 

crore, representing an increase of Rs.2081.64 crore (137.73 per cent) as 

compared to the preceding year. 

During the audit of the DoP, Audit endeavoured to exannne and assess 

whether established systems were functioning effectively, stipulated 

procedures were adhered to and whether financial propriety was observed. 

Subjects for compliance audit were selected on the basis of an assessment of 

the risk associated with various activities carried out . by postal · units. 

Parameters for assessing risk included volume of transactions, materiality, 

relativ~ importance of the function/service, past audit results, etc. The audit of 

postal units was conducted through 15 Branch Audit Offices located mainly in 

State capitals. 

The audit process helps the auditee to identify· areas of financial ' and 

managerial controls that need attention for efficient and effective management. . 

Audit has also proved to be an aid in effecting revenue recoveries. 

Some of the . persistent deficiencies that have appeared i.n the audit reports 

relating to DoP in the last five years include: 

(1) Irregular payment of interest on PPF /MIS*. 

(2) Non - deduction of income tax at source from interest payments made 

under Senior Citizens Savings Scheme. 

(3) Excess payment ofhaufage charges. 

(4) Short realization of postage charges from ineligible publications. 

(5) Non-levy of Service Tax. 

• PPF - Public Provident Fund; MIS - Monthly Income Scheme 
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Jinegllll~~ll' payment ({])jf C@.mmlissfon @f Rs. 81.32 faklll JiJm obfaimul.ng balllllk 
idltalfts ~Jrom llil.ati.onallii.seirl! banks due to failllllre of five Post Offites illll . .Bil!nair 
C!l.Jrde fo folllow codan Jpnrnwisiol!lls. · 

Departmental rulies
1
. stipulate that whep. remittances are to be made for 

r . . . , .. 

bonafide · public purposes by .. a. Government official, Govemnient drafts 

payablejat par would be issued .to him. fustructions to this effect were issued in 

June 1998 by the Reserve Bank offudia (RBI) to the_:Chief General Manager, 

State B~nk of India (SBI) and its Associated Banks and GeneratManagers of 

aH Nati6nalised Banks. The same instructions were r~iterated by the Ministry 
. . I ·. ' . . . . 

of Fin~nce and circulated to aH Ministries/Departments including the 

Department of Posts in September 1998. These instructions were further 

reiterated by RBI authorities in a meeting in Patna on 10 November 2005 and 

same w~re circulated by Postmaster General (PMG}Bihar Circle to· all.the 

Senior . Superintendents ·.of Post Offices and Senior Postmasters under his -
control.' 

. . 

Audit S(frutiny of records (July-August 2009) of five Head Post Offices 

(HPOs)2i in Bihar cirde revealed that these HPOs~ in contravention of the 

instructiens issued by the PMG, continued'. to make the· parment of bank 

charges tn obtaining demand drafts from nationalised banks· during December 
I ' .• , , . • 

2005 to March 2009. This omissioll' on the part of the Postmasters resulted in 
irreguliariand avoidable payment of Rs 81.32 lakh as shown below. 

Table-1 

2. 1 Gopalganj December 2005 ~o March 2009 3~84 

3. Siwan December 2005 to October 2008 20.34 

4. Bhagalpur January 2006 to February 2009 24.16 
5. Motihari . July 2006 to December 2007 5.04 

Tofal 8'll..32 

On this 1?eing point(;:d out by Audit, the Senior Postmasters of an five head 

post offibes while admitting the facts stated that. no instructions had b~en 
I , . . 

received py them regarding issue of demand drafts at par by the banks. 

I . 1 
Clause 1,2 imd 4 (1) of appendix 21 ofP&T Financial Handbook Vol..I _ 

2 BhagalpVr, Chapr'a, Gopalganj, Motihari and'.Siwan .. . -
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Thus, failure ·of the five head post ·offices . in . .Bihar · circle. to : scrupufousliy 

follow the instructions issued"by Ministry ofFµiance led to irregular payment ·. 

of commission of Rs 81.32 lakh towards- purchase ·.of demand drafts for 

bonafide public purposes. 

The ·matter: was-··-referr:ed<to" the ~Ministry .. in :.AugusL2009; .their .. ;reply-Nv.as 

awaited as of December 2009. 

Failure of CPMsG Gt!jarat, Orissa and Uttar .Pradesh Circles t® vel!"nlfy 
One cllaim ·of haulage charges made by Railways ':resulted iim excess· 
payment of Rs. 2.Jl.O c:rore. 

Department rules ·providecthat bills·· forhaulagechar~es··shaU-be:receivedjn~the 

office of the Head of .the Circl~ concerned and he should verify the Sarne · 

before accepting:them> Department·of ·posts(DoP) decided -to pay for the 

haulage charges to the Railways by seatdisplacemeritmethod with effect from 

l October 2002:· ·noP instruded all Heads of Circles in January 2005 that in 

case of re-designation of any Mail carrying: train to a different Railway Zone 

due to re-organisation, .. of Railways, . the details. oLad-hoc. payment already 

made may be intimated to. the concerned circles to prevent. excess. payment to 

Railways. Departmental instructions furth~r stipulated that there should be 

monthly meeting.wi~ ZonalRailway authorities and concerned CPMG to sort 

out the difficulties ·in ~operational· issues an.d b.iJling and·:paymentof dues. 
. . 

The Chief,Pc>'stmasters ~Geheral (CPMsG), ~aryana and'Orissa_·cirdes were 

designated as the .. nodal officer for Northern Railway1·and-South Eastern 

Railway respectively.againsCwhom the'..bills relating to haulage charges were 

to be preferred by~the~Railways. 

Audit scrutiny of records. (January 2009) of CPMG Uttar Pradesh Cirde, 

Lucknow revealed thaflhe~'CPMG made,a: p~ymentof haulage ·charges· for six · 

trains belonging to Northern Railway for the.peri,od! from ApriL.2003".to. 

November 2007. Thus, CPMG, UttarPrades.h, Lucknow's failure to take . .ffito 

cognizance of the fact that CPMG, Haryaria Cirele, Ambala was the nodal 

officer for Northern Railway resulted in irregular payment of haulage charges 

to the extent of Rs: l,37crore 

Similarly, CPMG ·Oriss~ Circle, Bhubanes~ar did not fake into account re

designation of Mail ·carrying train nos .. 2809/2910 from.Maharashtra Postal 

Circle to Orissa Postal Circle in March 2005' and paid an amount of Rs. 48.89. 
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lakh fqr the period April 2004 to September 2004 in March- 2005 which had 
already be~n paid by Maharashtra Postal-Circle in December 2004. -

Audit scrutiny of records (June 2009) _in CPMG·Gujarat Circle revealed that 
though Section ID 29 (Indore-Nagda) working in the train No, 287/288 of 
Westerp Railway was closed in January 2007, Gujarat Postal Circle continued 
to mak~ payment for haulage charges till March 2009 without ascertaining the 
factual

1 

position of closure of a division. This lapse on the part of Gujarat 
Postal ,Circle resulted in irregular payment of haulage charges of Rs. 24.16 
lakh. 

On thi~ being pointed out by Audit, the CPMG Lucknow stated (May 2009) 
th_at Rs. L37 crore was adjusted from the amount admissible for payment to 
North 1Central Railway. CPMG Orissa while accepting the facts stated 
(February 2009) that excess paid amount of Rs. 48.89 lakh was adjusted in _ 
July 2Q07. CPMG Ahmedabad while accepting the fact (August 2009) stated 
that the entire amount pointed out by Audit was recovered in full from the 
approv~d bill of Western Railway from the month of April 2009. , 

Thus, •failure of the concerned CPMsG to scrupulously follow -the 
departmental instructions and codal provisions resulted in excess payment of 

! . .. : - -

haulage charges to the extent of Rs. 2.10 crore, which were adjusted by 
CPMGs _on being pointed out by audit. · The system of payment of haulage 

- charge~ needs to be stream ·lined and monitored to avoid such irregular 

payments. 
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ARllnex-1 

. (A). lUmregftsll:eireirll mafill 

Printed Post cards & 931.43 765.88 915.24 650.78 
Competition Post Cards 

Letter cards (Inland) 2472.46 2224.74 2620.20 2164.62 

News lP'apeirS 

·Single ·1026.24 917.63 1087.56 972.57 

Bundle 172.48 163.53 182.79 151.65 

Parcels 420.67 410.94 445.81 421.91 

Letters 7521.87 7144.51 7971.33 6633.44 

Book packets 927.17 . 817.15 982.57 893.22 

Printed books · 497.15 487.42 526.86 527.31 

Other periodicals 394.50 422.68 418.07 428.18 

Acknowledgement 780.99 663.00 803.03 669.71 

(B) Regnsll:eire«ll mail mmirll otl!ne!l"s 

Money Orders (MOs) 1229.31 987.93 1193.47 989.45 

Insured letter and parcel 91.80 88.01 97.28 84.84 

Value payable letters and 
85.22 85.56 

parcels 90.31 78.18 

Registered letters and 
1953.90 1947.47 2070.66 1796.36 

parcels 

Speed Post 1150.53 1286.00 1219.28 1725.50 
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581.82 727.52 

2084.80 2249.49 

976.06 998.77 

146.48 169.92 

434.90 416.24 

6416.97 6738.62 

905.19 915.66 

559.08 596.91 

459.S9 489.97 

646.89 1691.43 

908.14 890.08 

83.98 84.18 

77.30 74.69 

1776.90 1779.29 

2179.24 2114.17 
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Annex-lill 

(JRefened to in.paragrapb;No. 5,1A) , . -· 
i 
I 

{A):'L\ r]Revenue-lReallisation ·. · 
! 

Sale of stamps 
I 
I 

Postage \n cash 

Commis~ion on MOs/IPOs · · 

Other re6eipts · · .: 
I 

Net receipts from other postal 
adininisttations . 

I 
I 

Gross JRevem11e 
I 

(B)"'•::• ;Revenue expemlli.ture 

I (a) Payap.d allowances; 
contingencies, Bonus, 
Dearness, allowances, etc. 

(b) Pensipnary charges 

(C) Stamps, Post Cards etc. 

(d)Statitjnery and Forms 
printing ~tc. 

( e) Convhance. of Mails 
(payments to Railways and Air::.:~ 
mail carriers) .. 

(f) Otherlexpenditure 

Total.,:.:;:• ... :- . . ........ ~,""-··· 

566.82 605.76 

1964.81 2036.45 .. 

2886.74- 3171.94 .•.. 

. 120.77• 174.79 

-44.24 -126.61 

5494.90 5862.33 

5114.10. ' ·6819~72·-:·, ~ ;.:;' ~-

1608.84 2274.30 

.26.06 27.34 '"' 

,53.13 55.17 

261.74 271.59 
., 

/'.;--

208'79 308.11 

7272.66 9756.23. 

6f. 

.. 
6.9 

3.6 

9.9 

44.7 

-186.2 

6.7 

33.4 

. I 

41.4 

4.9 

3.8 

3.8 

47.6 

34.1 

I I ·-

' I 

I ; 
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Tllll.e llllldlian Missimn. li.llD. Pnngue ftHD.curireidl ~m expemlllitlllnre ®:If Rs. 2@.].2 crnire 
ol!D. tllne acquisii.ti.®llll amll edeHD.siive ire11D.ova11:foJrn of a 75 yeaJr ®Ild pl!"oJ!lleirfy foir 
ll:nn.idliann. Clhlsl!D.cery, betweellD. Apirfill 2004 ann.idl Odolbleir 2@dll8. ']['Jln.e JPlrnJ!lleirfy 
was· JP>Ull!l"cb.asedl ligllD.oiriiHD.g 11>®11:lln. seclllunity ann.dl s1l:rnc11:11llirall sa:!fefy aspects 1l:Iln.e 
mos11: seri.®llllS lbeillllg Ji.ts JPirnxnmify fo a ma]®r 1l:lll!llD.HD.elli.llD.g prn]ec11:. 
Cmn.struncti.m1 @f a Ilairge umd:lleirgrn1ll11rn.idl pairlking !loll: alllldl a Illlew mlll!Il11:Ji.]!lllll!ll"JlllOSe 
lln.al!Il all: a c®s11: o:lf Rs. 3.55 crnJre was llllllD.HD.ecessairy as adlei1J111Ila11:e oveirgrnllllmll 
paJrkilmg space amrll a Jrearlly 11:0 move Jinn. ln.ailil. ailreadly exlistei!ll. Re][lleatedl 
irevnsfollll iillll tlhle scope .o:lf woirk liedl 11:0 1l:ii.me amll cost ovenumms wii.11:h tl!ne cost o:lf 
Jre!lllovatiollll Willlirlk Jt"Ji.sitHD.g 11:o .Uif'ii per cent o:lf 11:Iln.e cos11: o:lf ailCIIJ!llilnsii.tforrn ag'aitl!D.s11: Jl.5 
per cent al!D.tid.patedl eairllieir. 

fa April 2004, the Ministry approved purchase of a 75 year old property1 at 

Prague for the Indian Chancery at a cost of CZK 49 :s million (Rs. 8. 73 crore )2 
along with additional expenditure limited to 15 per cent of the property cost, 

i.e., CZK 7.43 million (Rs. 1.31 crore)2 for renovation of the property. The 

Mission commenced renovation works at· a cost of CZK 58.21 million 

(Rs. 11.57 crore )3 in August 2007 which were finaUy completed in October 
2008 at a final cost of CZK 57.30 million (Rs. 11.39 crore)3. The renovated 
chancery became operational soon after in November 2008. 

Audit scrutiny of records relating to the selection, purchase and renovation of 

the property disclosed the following: 

The selected property had serious flaws from the point of view of security as it 
was located in a commercial area, next to a metro looping station with its main 

entrance opening onto the main arterial road. This contravened Ministry's 
security ghiddines of March 20014

• The Ministry, however, contended 
(September 2009) that the property was located in a secure area in the vicinity 

1 60/93, Milady Hornkove, Prague-7 
2 Rs. 1 = CZK 0.567 
3 Rs. 1 = CZK 0.503 (exchange rate as adopted by the Ministry in January 2008 has been 

applied throughout to maintain uniformity) 
4 Embassy property should not be an area which is directly affected by commercial activity 

and the building should be in the centre of the land area so that maximum depth can be kept 
between the boundary wall and the main infrastructure. 
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of two other embassies and that the security guidelines applied on ly to fresh 

construction projects. The position taken by the Ministry is not correct as the 

other two embassies open onto a s ide road and are a lso located within secured 

campuses. Further, the security guidelines of the Ministry equally apply to 

such cases of purchase of properti es. 

(b) Structural safety aspect 

The property also faces severa l disadvantages on account of its close 

proximity to the site of a major tunneling project for underground movement 

of vehicles and trams. Plans for the tunneling project though in the public 

domain, were neither considered by the Mission nor brought to the notice of 

the property team. The property team also fa iled to ascertain local conditions 

that could have an impact on the property. The Ministry (September 2009) 

refuted that the project was in the public domain. However, this is not valid as 

a bui lding ban order had been in force in the area where the property was 

purchased, since 1997 on account of the high-priority tunnel project. 

As a result of its proximity to the tunneling project, which involves digging up 

to a depth of 18 metres within half a metre from the compound wall of the 

Chancery building, the renovated Chancery building remains exposed to the 

risk of impairment and damage. Further, till the tunneling project is completed 

in 2011, the sole access road to the Mission wi ll remain closed for a period of 

over two years from November 2008 to 20 I I, with adverse repercussions on 

its normal representational functions. The position of the main entrance to the 

bui lding is shown in the photograph below: 

Thus, deep digging in close proximity of the building posed seri ous access and 

safety related problems. 
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'fhe Ministry accepted (September 2009) that the ongoing tunneling'works had 
placed constraints on free access to the Mission and stated that these would be 

ov~rcomewith the completion of the tunneling project 

!f:i:11J1um1ait~s1\1~1"~~jl!~Im1£~~11~ 
~l~l!~£~~ttfilU:I~U~DI~l~!!!m~i~~~'.!~tm§f~m 
Based on the Mission's recommendation, the Ministry approved the 
appointment (September 2004) of Mis Atelier Vsehrdova as consultant for the 
renovation project from amongst three short listed parties i.e. Mis Gleeds 
Ceska republika, Mis Atelier V sehrdova and M(s Atelier HRRA. ,Tu~. s~legtion 

- ., ... - - . 

of the consultant was improper as the bid of the selected party (Mis Atelier 
Vsehrdova) was not the lowest and the appointment was based solely on its 
being the most experienced and proficient in English. The Ministry, however, 
contended that the bid of Mis Atelier v sehrdova was the· 1owest at 8 per cent 

of the total project cost as against 8.17 per cent of Mis Atelier HRRA. This; 
however, overlooked the fact that the bid of Mis Atelier HRRA comprised 
both a fixed cost (CZK 0.23 minion) component and a variable cost (5.895 per 

cent of the cost of construction) component. 'fogether, these were CZK 0.95 
minion i.e. 7. 7 6 per cent of the estimated cost of construction of CZK 12.20 
miHion5 which was not only lower than CZK 0.98 million i.e. the 8 per cent of 
the then estimated cost quoted by the selected consultant but offered the 
prospect of savings in consultant's fee, were the project costs to escalate, as 
was finally the case. Further selection should have solely been based on 
finaneial bids as parties had already been short-listed based on company 
profile, work experience and reputation. Making the ability to communicate 
in English a key selection criteria without any evidence .of this being specified 

as a pre-qualificati~n, also l~cked propriety. 

~i)'Bilifii~if~~~l!ils~~~:t~ilm1l~Pii§Jlmiit · 
Audit scrutiny also revealed deficiencies in contract perform~ce by the 
consultant. 'The consultant failed to factor the impact of the tunneling project 
in his design work even: though definite informatfon on the project and .its 
prmdmity ~o the chancery property ~as available . before the. award of the . · 
contract. Later, a large number-of cracks developed in the .newly renovated 
building as soon as the tunp.eling work commenced (November 2008) and 
progressed. In addition, the tender document~ dr~wn up by 1th~ consuhant, 
neither induded the }"Ork of leveling of uneven floors in ()everali rooms nor 
did it address the problem of water seepage in the east boundary walL · 

5 The cost of construction estimated by the sel~~ted bidder {Mjs Atelier Vsehrdova) was CZK. 
12.20 million. This has been adopted as a base figure for like-to-like comparison. 
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i 
The M~nistry accepted that it was the consultant's responsibility to include the 

. pr~blerp of uneven floors,;and water::seepage . .in the scope, .of renovation 
contract. 

!~~iP~ll~t~~~n; 
.. The· purchase of Chancery building was _pr()posed by .. the. property·· team 

I 
(Decemrer 2003) as it was iir "fairly good.•condition of maintenance'', and had 

a "readYr to move in large-multipurpose ha:ll facility" and open areas that could 

serve, as la "parking lot sufficient for about -20 cars". As such renovation works 
I . 

were initially envisaged to:beJimited in scope. The scope of the works was, 

howevet, significantly revised by the. Mission first in June 2005 and again in 
Decembh 2006 when, several new 'elements, including construction of a new 

I 
multipurpose haU and an undlerground parking lot were added, citing 
functional requirements and local regulations. 

I 

~As4he s:cope of the project continued to evolve over a Jong period of time, 

'frequent: references to the Ministry for approvals became . necessary ·which 
I . 

caused delays in the award and commencement of work. Besides the 
I 

construcrion . of a. new multipurpose hall and an underground parking lot 
I ' 

·1acked a~equatejustification and was totally.contrary to the earlier assessment 
of the pr~perty team. 

I . 

The Ministry stated (September 2009) that the availability· Of 20 parking slots 
I ' 

as .assess
1
ed by the property team was erroneous. The Ministry's dismissal of 

the asse~sment of the property team is not acceptable. The requirement of a 

new multi purpose hall and an underground parking lot had evidently not been 

criticaHyi assessed by the Ministry as.availability°'of a multi purpose hall and 

adeqm1te parking space were the two features of the property which played a I . 

critical rble in its selection. ff the selection of the property was based on an 

erroneous assessment made :by the MEA team, it is a serious matter which 
I 

requires investigatfon for fixing responsibility; 

Im!~n111m 
The Mis~ion ignored the critical aspect of the impact of the plann'ed tunneling 

project on the new chancery building and failed to take any· aCtion to 
I • 

independently assess' and manage the impact as part of the renovation and 
I . . 

reconstru'ction works. As discussed earlier, it relied instead on the assurance 
I , . 

of the fo~al authorities to monitor impact and rectify damages. This was ill 
advised ~s several cracks have• appeared in the renovated building soon .after 

i . . 

digging work for the ,tunnel commenced. The Mini~try belatedly permitted the 
: ~· ··~. 

· .. ,, 
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Mission. (March 2009} to hire a company6 for an independent assessment ·Of 
the impact of tunneling project on the Chancery building - a . requirement 
which should have been anticipated eadier so as to safeguard the acquired 

property. _ : t 

~J;t~1iflllig~~1Jl?1~lli~~l!~~ll§ 
The Ministry had initially approved a sum ofCZK 7.43 million (Rs. 1.31 
crore) for renovation of the Chancery building based on the recommendations 
of the property team (December 2003). The renovation works were, however, 
completed at a total cost of CZK 57 .30 million (Rs. 11.39 crore) which was .. 

more than eight times the original approved cost and 116 per cent of the 
acquisition cost· as against 15 per cent initiaHy contemplated by the property 
team. The Ministry justified.the increase in the costs on the basis of changes in. 

the scope of the work in order to cover a number of essential aspects which 

could not be foreseen earlier,~.:,However, the decision to provide. a new 
multipurpose hall and an underground parking lot which added. CZK 17 .87 
million to the costs and constituted over 30 per cent of the total costs, lacked 

justification. 

An analysis of the time-lines revealed that the renovation 'project took more 
than four years to complete from the date of acquisition of the property in 

April 2004. Delays were noticed in finalizing the terms of engagement of the 

consultant; firming up the scope of work; obtaining local body approvals. ; 
obtaining approvals from the Ministry and in the award of work. The extended 
time-lines added to the rental liability of the Mission which had to pay USO 
24,000 per month7 for each month's additional stay in the hired premises. The 

Ministry justified the delays as bein$ inevitable in view of the range of tasks 
associated with any project and the need for adopting local practices. 

fu conclusion, it is evident that the selection of the property was injudicious.,as 

it ignored security considerations . and . carried with ·it several . location 
disadvantages. The engagement of Consultant lacked- transparency. The 
project management itself was deficient as it failed to factor in a major 
tunneling project being undertaken in close proximity to the property. 
Frequent changes were ·also made in the Scope of the work some of which 
lacked adequate justification; which pushed up project costs and extended the 

time lines for project completion. 

6 Mis Statika . · .· · · 
7 The Mission was paying a rent ofUSD 24,000 per month for tlie old Chancery building from 

April 1997 till November 2008 when it was vacated. 

67 



' Report Nb. 9,of 2010-11 
I 

I 

The : ~nstcy · of. Exteirllllall · Alffailirs · (Miimistiry) did ·· not compily wlitlln 
Ilm!stm~ti«JJlllls of. the Millllistiry of lFil!Ilmmce fo . effect utmost ecol!Jlomy iHll ak 
tr:mven. I It · «l!frd. llllot frame c®m.Jpnrehellllsnve · anallllgements for _ cpnmallly 
11Ilillising · <C@mpetitil.ve fares :·and.· -il!llcellllti.ve -sclhfemes beliimg ®fferei!i'' lb>y · -· · 
akl!ID.e~ ilmdl!l\({llillllg ARr I!!D.d.na (Aij. lrnstead.9 it el!llteire«ll ~nfo aim airll"mi:ngemellllt 
with A4!'f«illr reg!lllfatillllg ai1r tiravelwhlich was notmnlly ·RD.mfrted nu scope bunt 
was ftl~wed lillll so fair th.at it all.JJ.owea:!l paym.ellllt -o[ [lll!H faures wlb.iclln wel!"e · 

-ttlhliree tt® five times lhliglnell" tllMRfiil market faires9 for -lnrnmu~.tll"avell9 emergellllcy . 
passag~s .. aIID.d. tem.p1onrary dhrnfy -Aim excha11D.ge foll" concessfons to w!ID.iclln 
.1uifficialls. weire or«llimlarily HUDt el!llti111:lle<ll. As a. Iresult, tllne ·MiriB.listry m«::ull"re«ll 
c«1>nnsiid~ll"alblfo airnlldlitiillil!llaill expel!ll«ID.ltu!re oim JPH!llircltnaise ofai1r tlickets for l!nom.e 
t1rnvel9 i emergency passages alllld temporary duty wl!niclb. fo:r · the -310 
Missforms cl!llve:redl. ~Y tllne review9· afoime estn.matedl .to Rs. 2@. 76 crnre for 
the perft®d November 20®6 fo Marclln 2®®9. 

I . 

The IFS l(PLCA) Rµles entide officers·and staffposted in Missions and Posts 

abroad t9 air travel while on transfer/ posting, on home leave, temporary duty 

and during emergency passages. On account of this extensive facility for air 

travel, the Ministry incurs substantial expenditure on. foreign travel. The 
I . . 

expendi1fe on tJJ.i~_accountin.the years 2Q_06-07, 2007-08 and 2008-09 was 

Rs. 152.~3 crore, Rs. 148.55 crore and Rs. 154AO crore respectively. 

These-rules also lay down the entfrfoments ,for~air travel for different levels of . 

. officials 
1

and for different types of travel. While officers· at the level of Joint 

Secretal)f and above are entided to higher .classes of travel in case pf on 

transfer; !temporary duty -and home leave, · an other officers and staff are 
I - . . -

entitled to· travel by fuH fare economy. In the case of :emergency passage, . 
• I - . - --· . . 

travel · is i permitted only in economy dass irrespective of levet Further aU 

travel is required to be made using routes approved by the Ministry which aiso 
I .. 

specifies !the mode and carriers to be used on these routes. The Ministry has in 

all cases 'prescribed travel by AI on routes/segments covered by AI directly or 
through dode share flights. 

fu November 2005, the Department of lExpenditure as .a part of economy 
I 

measures:, ·permitted both domestic an:d overseas air travel by airlines other 

than AJL/l[jo.dian Airlines (IA) provided altei'nativ:e airlines are selected based on 

better atjd more competitive prices; being offered by them. n was also 

stipufateq ·that various incentive schemes. and concessional fares offered by · 

AJIJ][A. bei fuUy utilised to ensure utmost economy in air travel. These orders · 

were made applicable to officials posted abn)ad as we~l and the Ministry was 
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specifically required to "make. _consequential changes i~ Rules" .. In . addition 

DoPT and Department of Expenditure were asked to accordingly modify the 
general guidelines for domestic and overseas travel. Since then, each year the 

Department of Expenditure has consistently sti:essed on the need to effect 

economy in foreign travel. 

An audit review was conducted with the objective of assessing the viability 

and adequacy· of arrangements, if any, put in place by _the Ministry. for 
effecting economy in air travel as stipulated by the Department of 
Expenditure, and for leveraging discounts and concessional air fares being 

provided by airlines. The review also aimed at assessing the financial 
implications of arrangements made by the Ministry for regufating air travel. 

The review covers an examination of expenditure incurred on foreign travel 
and of related documents in 30 Missions across Europe, CIS and the Americas 
during November 2006 to Maftfl 2009. However, data only with respect to 

home leave passage, emergency passage and temporary duty has been 
analysed as complete details of travel on transfer from one Mission/Post to 

another could not be obtained. The review also focuses on travel by economy 
class as travel by this class accounts for the bulk of foreign travel. 

In pursuance of the Department of Expenditure's instructions of November 
2005, the Ministry did not effeCt changes in its travel rule.s either to allow use 

of air lines other than AWA or_ for availmg incentive schemes and 
concessional fares offered by AI/J[A.. Nqr were comprehensive guide.lines 

framed for regulating overseas air travel so that competitive prices being 
offered by various airlines could be utilised and economy in travel effected. 

. . 

Instead the Ministry only signed a Memorandum of Understanding (MoU) 
with AI in November 2006 which largely envisaged provision of certain 

facilities to passengers travelling on full fare tickets on transfer and on home 
leave along with a discount of 10 per cent on fuU fares limited to Air India 
sectors and the facility of making payment in Indian Rupees. The facilities 
provided to passengers were (i) 80 kg additional free baggage allowance8 per 
passenger. subject to a maximum of 350 kg per family and wherever the piece 

concept was applicable, provision of one extra piece per pas~enger subject to a 
maximum of four pieces per family; and (ii) up-gradation of class of travel. 

8 In addition to 20 kg allowed by the airlines 
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The arrangement worked out by the Ministry was both inadequate and flawed. 

The arrangement had no provision for availing of competitive fares being 

provided by airlines other than AI/lA nor did it cater to segments of approved 

routes for overseas travel not covered by Al or its code share flights. The 

inadequacy of the arrangement worked out by the Ministry, is evident from the 

fact that only three9 of the 30 Missions/Posts covered by this review were 

connected by direct AI flights from Delhi. The benefits accruing to the 

Government was limited only to a I 0 per cent discount on the vastly high full 

fare rates and that too was restricted to sectors covered by Al. Similarly, the 

facility of additional baggage al lowance of 80 Kgs though of benefit in the 

case of transfer passages, had limited applicability as it could be availed of 

only in case of transfers and postings between stations covered fully by Air 

India flights. It was seen during audit that in the case of 27 out of the 30 

Missions covered in this review, Al did not have its own flights to these 

destinations. As such in the case of officials on transfer/posting to and from 

these Missions, charges for additional baggage of 80 kgs would need to be 

separately paid for despite full fares being paid to AI. The arrangement was 

especially flawed when it came to home leave and emergency passages as it 

involved continued payment of full fares in exchange for class upgrades and 

additional free baggage allowance which did not provide any savings to the 

Government. These concessions only irregularly conferred benefits to officials 

to which they were ordinari ly not entitled during home leave and emergency 

passages. 

6.2.2 Adverse financial implications of the MOU with AI 

The failure of the Ministry to draft a proper and comprehensive system for 

regulating air fares despite the air travel market having become very 

competitive resulted in the Ministry foregoing substantial savings in air travel 

expenditure. Information obtained from Missions/Posts covered by the revie~ 

shows that during the period covered by the review, they incurred an 

expenditure of Rs. 26.97 crore towards purchase of full fare economy tickets 

for their officials and family members during home leave (Rs. 22.40 crore), 

emergency passage (Rs. 3.16 crore) and temporary duty (Rs. 1.41 crore) 

Audit analysis revealed that the expenditure so incurred on purchase of full 

fare economy tickets from Atr India was three to five times the estimated 

expenditure that would have been incurred on purchase of concessional /cheap 

economy class tickets and thus entailed an estimated avoidable expenditure of 

Rs. 20.76 crore i.e. 77 per cent of the full fare expenditure. The details of extra 

9 London. Frankfurt, Pans 
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expenditure incurred by these 30 Missions/Posts on purchase of foll fare 

econOlllY tickets for their officials and family members during home leave, 

emergency passage and temporary duty are indicated in the Al!lll!lliex-l. 

The Ministry in its reply (October 2009) stated that it was continuing with its 

· policy of buying full fare tickets from AI in compliance with instructions of 

Department of JExpenditUre of July 2009 which makes it mandatory to 

undertake air travel by AI to destinations served by it n also cited several 

practical difficulties in the implementation of flexi fare/market fare scheme. 

The position taken by the MJEA is not acceptable as the austerity guidelines 

issued by the Department of Expenditure for purchase of cheapest fare tickets 

are applicable to . all the Departments including MJEA. Directions of the 

Department of Expenditure prescribmg air travel only by AI do not preclude 

the Ministry from seeking more economical fare options from AI in view of 

the Department of Expendimre's instructions of October 2008 for devising 

internal processes " to leverage the discounts being provided by the Airlines". 

With regard to the practical difficulties cited by the Ministry it needs to be 

noted that the provision of additional baggage allowance is justified only in 

the case of transfer passages and that even now this benefit is not available on 

routes where Ai is not the sole carrier. The statement that AI does not issue 

flexi fare tickets if more than one destination is involved is factually incorrect 

for routes on which AI or its code share flights operate. 

Further, though the Ministry informed Audit in October 2009 that it was 

continuing with the system of purchasing full fare tickets from AI, later in the 

same month, it instructed its Missions to buy flexi fare/market fare from AI for 

all types cif journeys. This was however, with a rider that where AI certifies 

that such tickets are not available full fare tickets must be purchased. Spon 

after in early November 2009, it withdrew its revised instructions and instead 

advised Missions to purchase tickets for which payment could be made to AI 

in mdian Rupees. Given the fact that AI issued flexi fare tickets only in local 

currency, the instructions of the Ministry in practice allowed continuance of 

purchase of full fare tickets from AI for all types of journeys undertaken in 

Missions.Additionally, as the MoU between AI and MEA had already expired 

on 31 March2009, AI had not been consistently allowing concessions such as 

upgrades and additional baggage allowance for home leave and emergency 

passages thereby completely removing the justification. for purchase of full 

fare tickets_ for these passages. 

fu February 2010, the Ministry informed all the Missions/Posts that it had 

worked out another arrangement with AI which laid down a scale of discounts 
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on va!rious typ~S of":far~s a~d also.extended concessions available10 under the 

previous MoU. besides improvirig upon others. These. concessions wer.~, 
however, t~ be allowed only on travel involving IATNfuH fares. The new 

arrangement save for negotiating higher discounts perpetuated the existing 
I 

arran&ement of paying exorbitantly high fares in exchange for concessions 

which! did not afford significant saving in expenditure to the Government. The 

new ihstructions while listing out various fare types ·did not indicate as to 
which: fare type should be used for different types of travel. 

.In con:clusion, the Ministry lagged in complying with repeated instructions of 

the M¥iistry of Finance to effect utmost economy in air travel. The Ministry 

did not frame comprehensive arrangements for optimally utilising competitive 

fares and incentive schemes being offered by airlines including Air India. I 

Instead, it entered into an arrangement with AI for regufating air travel which 
I . 

was nqt only limited in scope but was flawed in so far that it allowed payment 

of full ifares which were three to five times higher than market fares, for home 

travel, ,emergency passages and temporary duty in exchange for concessions to 
I . 

which '.officials 'were ordinarily not entitled. As a result, the Ministry incurred 

consid~rable additional expenditure on purchase of air tickets for home travel, 

emergency passages and temporary duty. Thus there is a need for an urgent 
. I . . : .. 

review; of existing arrangements and formulating a more comprehensive 

system: of regulating air travel which balances the costs of air travel with the 
benefit~ accruing to the Government and officials. 

Tllne HC!9 Lol!ll€1lollll J1.llllcunned allll. ll.llllllflr1unltfunil e:xpel!lldlli.tmre ®f Rs. 82.:11.9 faklln ill>llll 
a J!llll"Oj~d foll" cmnveJrsioiln of eftgllnt sm.an residential :flats illllfo fm111r Ilmrge 
ai]pJartmennts fo-accommodate Re]!llresellllfatiomnl Grade officers. TJ!ne project 
was hnfttiated witlhl.1Dmt 1p11riimr appro~al o:Jf Ilocan a11l!thorities ana:ll tllne process 
of selle~til!J)fill oJf c@l!lltll"acfoirs was lllll!Pt competitive. Tlhi.eJre was ftimalliequnafo 
tecllnnnndan appJrecii.atfonn l!J)Jf work amll tlhle scope of tllne woJrlk: was limited al!Ilidl 

I . . . 

slkewed. Despite tlhie cmnve.rsfoilll9 wllnlile mlle apa.rtmelllt remanllllecll 
pe:rma~enntily unnlillllllnabftfalb>Re due to severe Ileakage aJIDa:ll damp1Il1ess

9 
the 

I . 

iremaftnniiilllg three cm:nveJrted apartmel!llts welt"e beset with condeHJ1sationn am!l 
JfunnngID!s I prnbRems. Private propeJrfy was hired fo accommodate one R.G 

I 
10 

(i) 80 ~g excess baggage allowance per adult and 30 kg per child subject to a maximum of 
350 kg per family for economy class 
(ii) Whetever the piece conc~pt is applicable, provision of one extra piece per passenger 
subject tJ a maximum of four pieces per family · - · · 
(iii) Fmri upgrade to diplomatic passport holders and upgrade oh seat availability basis to 
official passport holders · · ' · 
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(!J):!ffn.cer resultiimg ].1m av(!J)ii.dalb>Ke e:xpellllditl:uinre (!J)Jf Rs. 7@.lriii llaklb. Ollll Ilease 
rentals. lBesidles, mne unnconvertl:e«ll Jillatl: aiso remailllled vacmnntl: for sliglllln1iicann1l: 
peirfoidl ReaidliJrD.g 11:([]) Jfunrtl:lln.eir avoftidlalhilie e:xpemrllitl:unre of Rs . .32 Ilalklhl ([])llil Ilease 
rentails. 

High Commission of India (HCI), London owns 113 houses/flats at 12 

different locations in London.for accommodating its India-based officers and 
staff members~ Besides, . eight properties have been hired to cater to 

requirements of Representational Grade (RG) officers. The annual rental outgo 
in.respect of these eight properties is£ 209,796 (Rs. 1.72 crore)11

• 

The Secretary (Expenditure), Government of India during his visit to London 
(January 2003) pressed the HCI to address the issue of leasing of 

accommodation for officers considering that some of the Government-owned 
properties were lying vacant. fu its fifty-first Report (14th Lok Sabha), the 

Public Accounts Committee (P:Aq in August 2007 also expressed concern 

over rising rental expen.diture being incurred by the Missions/Posts abroad and 
inter alia, recommended that the Ministry should take corrective steps to make 

the property management process more organised and systematic with a view 

to effecting significant reduction in the rental outgo . 

The HCI proposed (July 2003) to convert 12 flats located (serial number 1. to 
. . 

12) at East Lane, Wembley into six large apartments for accommodatmg RG 
officers. The Ministry accorded (December 2003) .'in-principle' approval to 

the HCrs proposal. In the first phase, HCI decided to convert two flats (Flat 
No.7 and 8) into one as a pilot project. On completion of the pilot project 

(August 2003),'Ministry approved in two stages (May 2004 and May 2006) 
the conversion of another six flats into three apartments. 

Accordingly, eight of the 12 flats were converted into four large apartments in 

a phased manner between August 2003 and August 2006 at a cost of £ 
102,546 (Rs. 82.19 lakh). The details of conversion of flats including their 

dates of completion, expenditure incurred and the status of occupation are 

indicated in Table-1. 

11 £ 17,483 * 12 = £ 209,796 or Rs. 1.72 crore (Converted at the average rate of exchange between 
March 2004 and March 2008 i.e. £1 =Rs. 82.11) 
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Table-1 

SI. Expenditure 
Date of Flat No. Contractor incurred Status of occupation No. 

(in GBP/INR) completion 

I. 

2. 

3. 

4. 

7 and 8 
M/s M&B 26,000/ 19.96 

Being used as regular 
(Pilot 

Builders lakh 
August 2003 accommodation since 

project) 2006. 

lnterminently used as a 
25,60012 1.55 trans it accommodation 
lakh for 80 days in a period of 

9 and 10 Mi s H. Harar 
plus 950/0.80 September 19 months from August 
lak.h 2004 2007 to February 2009. 

(supervision From February 2009, it is 

charges) being used as a regular 
accommodation. 

Mis Bains 24,998/19.94 Vacant due to 
I and 2 

Constructions lakh 
May 2006 

uninhabitable conditions. 

Mis Bains 24,998/ 19.94 
Being used as regular 

3 and 4 
Constructions lakh 

August 2006 accommodation since 
2006. 

Total 
£102,546/ 

Rs. 82.19 lakh 

Audit scrutiny of the project for conversion of flats into residential units at 

East Lane revealed the fo llowing inadequacies: 

(i) Professional technical advice was not taken 

The East Lane property was originally constructed m 1945 and 

acquired by the HCI in March 1980. At the time of initiation of the 

pilot proj ect in 2003, the property was more than 58 years old. Given 

the age of the property and the fact that conversion involved major 

structural changes and huge expenditure, the HCI shou ld have 

form ulated a deta iled scope of work and cost estimates in consu ltat ion 

with a professional surveyor for approval of the Ministry. Audit 

scrutin y, however, revealed that the HCI obtained (04 July 2003) only 

a casual technica l opin ion from a Chartered Structural Engineer, which 

was merely an observation made by him based on his pre liminary visit 

to the s ite, without any estimate of costs and awarded the pilot project 

on 17 July 2003 even before receipt o f Ministry's approval. 

( ii) Local authority permission not obtained 

The HCI did not seek the mandatory planning permission from the 

local authority before carrying out alterations in the East Lane 

property, which had health and safety implications and involved the 
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issues of merging of gas, electri~ity and water meters. The converted 

apartments still have separate meters for gas, electricity and water. The 

electricity and gas safety certifications have not yet been obtained. 

This was despite the fact that the terms and conditions of award of 

work tO each of the contractor required them to take any permission, if 

required, from the local councils in undertaking the job. This was a 

flagrant omission/lapse on the part of the contractors/Mission . 

The process of award of work was not competitive and contravsned the 

provisions of GFR12 .as offers were not invited through open tender. 

The HCI invited limited offers from three/five building contractors 

from its existing panel of contractors for undertaking routine repair and 

maintenance work for the pilot project (flat 7-8) and conversion of flats 

(9-10) respectively and the contracts were awarded to the lowest bidder 

in each case. Itis pertinent to mention that two contractors (Mis M&B 

Builders and Mis H. Harar) were hot VAT registered, implying that 

these were smaU contractors whose annual turnover did not exceed 

£ 55,000 per annum. The bidding process followed prior to the 

selection of the third contractor (Mis Bains Constructions) was also not 
. on record .. The quality of work executed was far from satisfactory as lis 

evident from the fact that perennial problem of seepage and dampness 

could never be resolved in converted flats 1~2 despite damp proofing 

of the wans being a part of the scope of work, as indicated in A1mrmiex

n The HCI also admitted (February ·2006) that the conversion work 

initially carried out on flat 7-8 and 9-10 lacked quality. 

The property in East Lane could not be put to optimal use since the 

conversions were carried out. Out of the four converted flats, only two 

(converted flats 3-4 and 7-8) could be put to their original intended use 

·.i.e. allotment to RG officers. Converted flats 1-2 and 9-10 could not be 

regularly allotted to RG officers as these were unfit for representational 
purpose. While converted flat 1-2 could not be occupied at an since its 

conversion in May 2006 till November 2009 (43 months) due to 

multiple leaks and severe dampness problem on the walls, converted 

flat 9~ 10 was intermittently used as transit accommodation for 80 days 

during the period August 2007 to February' 2009. These flats (3-4, 7-8 

12 Genera/Financial Rules 
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I 

and 9-10), though occupied by RG officers as transit or regular 

accommodation, were besieged with 'dampness problem that occurred 

over a period of time subsequent to their conversions as indicated in 
Annex-JU. 

The HCI did not undertake the conversion of the remaining four· flats 

ostensibly due to .the problems initially encountered by -it in the 
I . . . 

conversion of eight flats. Of the four tlnconverted flats, two flats (5 and 
I • - . .• .. . 

_ 6) were used as transit accommodation. Flat · 11 was a regular 
I . 

accommodation from February 2002 to December 2008 and thereafter, 
I . . . . 

~twas being used as transit accommodation. The upconverted flat 12 

was used as a regular accommodation between September 2002 and 

iuliy 2006. Thereafter, it was used as a transit accommodation as and I 

~hen required. 

I 

~espite incllITing an expenditure of £ 102,546 (Rs. 82.19 lakh) on 

qonversion of eight flats into four large apartments, the HCI continued 

tb hire residential premises for the RG officers at a monthly rental of 
I . 

£ 2,000 to £ 2,600 as two of the four converted apartments (1-2 and 

9-10) were admittedly not fit for representational purposes. · 

The MiAistry stated (October 2009) that while converting the flats initially 
. . I . 

during 2p03-06, the HCI got only the interiors of the relevant flats refurbished 

and the exteriors of the building were never renovated since the purchase of 

property! in March 1980. The Ministry further clarified that the surveyor who 

inspecte~ the property and submitted his report (November 2008) had 

recomm~nded. repairs to . exterior walls, gutters, underground drains and 

improvekent of insulation of roofs and cavity walls. The surveyor also opined 
I . . , -

that the ;flats in East lane were in a dilapidated state, especially. from the 

exterior,: as no works had been undertaken since its acquisition which is 

causing ~erious problems of condens~tion anq fungus in various rooms of both 

unconvehed and converted flats. To bring the flats in habitable condition, the 
I . - -

HCI ha11 sent (AugU:st 2009) a comprehensive proposal (drawn up by a 

Chartereh Surveyor) to the Projects Division of the Ministry to carry out 
I . . . 

inescapaple essential works at a total projected cost of £ 202,000. The HCI 

would al~o be seeking permission from the local authorities retrospectively for 
the alter¥ons carried out in the flats. . 

Regarding utilisation of flats, the Ministry stated that except for the converted 

flat 1-2, lthe other three converted units were being utilised by the HCI as 
! 

regular apcommodations and once the essential works are undertaken, all the 
I 
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converted flats would be aUotted to.the en.!itled RG officers. The uridonverted 
flats were stated to be suitable for all~tment up to ·the rank of Attache only 
whose strength in the HCI had come down over a period of time. 

Consequently, the four unconverted flats were used by the HCI as transit 

accommodation as and when necessary. 

The Ministry's reply confirms that the HCI did not properly plan the project 

ab initio. The renovation project was initially undertaken in an ad-hoc and 
hurried manner without foHowing the due diligence process. Given the . fact 

that an additional £ 0.202 million (Rs. 1.55 crore) is proposed to be spent on 
the property- to bring it back to habitable condition confirms that the planning 

for conversion of flats was ab initio faulty. 

The Ministry's argument for non-allotment of unconverted flats to the entitled 

officials on the basis of reductio~ of their strength also does not hold· ground. 
The HCI could have explored the possibility of allotting at least one 

unconverted vacant flat (12) to an India based non-RG official of Government 
of India Tourist Office (GOITO) at London which would not oniy. have 

resulted in savings of£ 39,000 (Rs. 32 lakh) 13 in 40 months on rentals but also 
resulted in judicious utilisation of vacant accommodation held by the HCI. 

Similarly, haq the conversion project been appropriately planned and executed 
the.converted flat 1-2 could ha~e been allotted to one RG officer and led to a 
minimum savings of£ 86,000 (Rs 70.61 lakh) 14 in 43 months on leas~ rentals. 

To sum up, the HCI embarked on an important project for conversion of smaH 
residential units into large apartments at a cost of Rs. 82.19 lakh without 

obtaining the prior approval of the Ministry and ensuring adequate technical 
feasibility of the work. No prior permission of the local authorities was 

obtained before carrying out the alterations and the process of award of work 
was not competitive. While one apartment was rendered permanently 

uninhabitable immediately after conversion due to severe leakage and 
dampness, the remaining three apartments were also beset with rampant 
condensation and fungus problems. Consequently, persistent significant 
expenditure on hiring of accommodation for the RG officers is being incurred 
and thus, the concerns of the PAC and Ministry of Finance remain largely 

unaddressed. · 

13 A monthly rent of£ 975 is being paid by GOITO, London in respect of Assistant Director 
(non-RG official). £ 975 * 40 months = £ 39,000 or Rs. 3,202,290 (August· 2006 to 
November2009; £l=Rs. 82.11). 

14 A monthly rent of£ 2,000 is being paid by the HCI in respect of Military/ Air/Naval Adviser 
(RG officer).'£ 2,000 * 43 months=£ 86,000 or Rs. 7,061,460 (May 2006 to November 
2009; £1 =Rs. 82.11 ). 
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Defide;l!llt financial controls· . im\_ , Missfons/Posts .· aimd the . Miniistry · in 
eimforc~lllg recovery of payments· in excess of entitnements .either- due to 
iHllfrii.l!llg~ment or non application of rU:les resulted . inn accumulation of. an 
amo111!l!Ilt of Rs. 40.35 ·!a.kb.· which was yet to be rec({)vered f:rom the .officials 

I . 
col!lcerlllled. · · .. . .. 

I 

As per irules
15

, all payments should be drawn and disbursed to Government 

officials as per entitlement and after recovery. of the legitimate deductions. 

Scrutiny of the records revealed several instances of the Indian Missions/Posts 

abroad making payments to its officials on various accounts which were either 

irregulat or in excess of their entitlements due to infringement or incorrect 
I 

applica~ion of rules. Scrutiny also revealed that the Missions!Posts . .and the 

MinistrY did not initiate prompt action- to. enf~rce recovery despite such 
I . ·•. 

irregula)ities were pointed out by Audit in various Audit Reports. During 

2004-0~ to 2009-10, irregular/excess pa~ent of Rs. 4531 lakh relating to 

persona~ claims was pointed out by Audit in respect of 25 Missions/Posts. Of 

this, redoveries were actually effected only by 10 Missions/Posts involving an 
I . 

amountfof Rs. 4.86 lakh and the balance amount of Rs. 40.35 lak:h was yet to 

be recoyered: The amounts pending recovery related to unauthorized payment 

ofEleetficity,-Water and Fuel (EWF) charges·(Rs. 7.95 lakh), excess payment 

of Trav~lling Allowance (TA), ·Daily Allowance (DA) and related Claims 

(Rs: 10.SO lakh), over payment of Pay, Foreign Allowance (FA), 

Represeptational Grant (RG) etc (Rs. 4.74 lakh), excess payment of Children 

Educati?n Allowance (CEA) (Rs. 1.09 lakh), non settlement of advances 

(Rs. 10.i 1 lakh) and other miscellaneous excess .payments (Rs. 5.96 lakhs) as 
• I • • • 

detailedf in Al!Ilnex-Ill. 
I . 

In reply fto the audit observations, the Ministry accepted (September2009) that 

overpayhients to officials on account of deliberate misapplication of rules, 

must bcl recovered. The Ministry further stated that the recoveries often 
! . 

involveq -officials who were 110 longer serving at the stations where 

overpayments were made. n wa:s also added that at any given time, there 
I , , ·. 

would always remain some outstanding paragraphs where recoveries have 
I 

been recbmmended by Audit, but which are beirig examined in the Ministry.or 
I ' 

where concerned officials have questioned the proposed recoveries advancing 
. I .. . . • 
another interpretation of the rules requiring further examination. · 

15 Receipt~ and Payment rules and·IFS (PLCA) Rules 1961 

78 

.; I 

I 1: 

!J 



I 
I 
I, 

-1 
I 

' 

Report No. 9 of 2010-lJ. 

· The reply of the Ministry is not acceptable in view of the fact that the 
recoveries pointed out from the year 2004-05 are still pending and itindicates 
the lack of proper follow up action by the Missions/Posts and the Ministry in 

. ' . 
effecting the recoveries and also the lack of internal control mechanism to 
ensure the recovery of the dues . once the officials are transferred from the 

Mission/Post. 

Thus, laxity on the part of the Missions/Posts and the Ministry regulating 
payments as per rules and thereafter in recovering the amount resulted in 
accumulation of Government dues amounting to Rs. 40.35 lakh and 
corresponding undue benefit to the concerned ·Government servants; 

Failure of the Missions/Posts ~broad to correctly regulate paymel!Ilfa l!)J[ 

salaries and allowances etc. to -their employees resulted in overpaymennt oJf 
Rs. 52.28 lakh by 32 Missiol!Ils/Posts in 64 cases, which was Jrecovere«ll alt 
the instance of audit durhug 2006-09. 

Previous audit reports16 had highlighted recovery of overpaid pay and 
allowances in the Missions/Posts abroad. The Ministry in January 2009 ·in 
their Action Taken Note on Paragraph 7.9 of the Comptroller and Auditor 
General of India's Report No.2 of 2007 stated that Missions/Posts had been 
instructed to strictly observe the prescribed rules and procedures in financial 
matters and to avoid overpayments to their officials. 

Audit examination of the records of various Indian Missions/Posts abroad 
. revealed that a large number of Missions/Posts continued to deviate from the 
prescribed rules and procedures resulting in overpayment of salaries and 
allowances and other miscellaneous payments to their employees. At the 
instance of audit, 32 Missions/Posts recovered the overpayment of Rs. 52.28 
lakh, in 64 cases during 2006-09, as detailed in the Anumex-l!V. The 
occurrence of this persistent irregularity despite assurance to the Public 
Accounts Committee of Parliament to avoid such overpayments indicates that 
scrutiny of the claims by the Missions is inadequate and the action taken by 
the Mmistry to stop such irregularities is also ineffective.· 

The Ministry should take effective steps to ensure strict observance of the 
prescribed rules and procedures by all the Missions/Posts to guard against 
recurrence of such overpayments by strengthening internal controls and taking 
action against such officials who claim or allow such irregular payments. 

16 Paragraph 7.9 of Report No. 2 of2007 and paragraph 3.3.3 of Report No. CA 14 of2008-09 
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The matter was referred to the Ministry in September 2009; their reply was 

aw_aited as of March 2010. 

~!~JihltfflitsiJ1~l!i!tP:llisa~!Wngtt\1:11*~llilliistTulitli!§Bmr1i11~~~1i 

The process of tender evallllation and selection of Service Provider (SP) for 
outsourcing of visa support services in CGI, Milan was flawed leading to 
selectioIIl of a vendor who was not the lowest bidder. In HCJI, London an 
undue financial benefit of Rs. 3.63 crore was extended to the SP due to 
non-consideration of rates liimked with the number of visa service centres 
operated. Besides, du.e to incorrect interpretation of the provisions of the 
ag:reem~nt, the SP was additfonally benefnted by Rs. 1.96 crore by way of 
levy of administrative fee from the vii.sa applicants. In EI, Washington DC 
the SP continued to collect a minimum rate of USD 21 per application on 
acc«D\llllll~ of mailing charges vis-a-vis the minimum mailing charges of USD 
18.95 per application., resulting in an unchne benefit of Rs. 1.16 crore to the 
SP. Exclusion of and deviation from the important provisions of the model 

· agreement diluted the· control of the Missions/Posts over the functioning 
alllirll quality of the services rendered by the SPs. While CGI, Frankfurt was 
yet to :review its staff strength for consulair services, EI, Paris was holding 
excess c.onsular staff. 

Receipts from consular services through Missions and Posts abroad and Passport 

Offices in India constitute an important source of Non-Tax revenue of the Union. 

A review of the Union Finance Accounts over the last four years revealed that 

there has been a significant increase in receipts of the Union Government by way 

of its consular functions. For the Financial Year 2007-08, the total receipts of the 

Union Government from the Passport and Visa fees alone were Rs 1,667 crore. 

In November 2006, Ministry of External Affairs (Ministry) decided to outsource 

Visa support services of selected Missions/ Posts. Simultaneously, the Ministry 

laid down broad guidelines for the selection of Service Providers (SP) for 

outsourcing of visa support seryices in the· Missions/Posts abroad in a 

competitive manner. The visa support services broadly envisaged the following 

services to be provided by the service providers: 

(i) Distribution of blank application forms. 

(ii) Collection and scrutiny of visa applications with supporting documents and 

prescribed visa fee. 

(iii) Depositing of applications with Missions/Posts and daily visa fee in the 

designated bank account. 

(iv) Capture the visa application data in electronic format and transfer the same 

to Mission/Post;.and 
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(v) CoUecttion, of passports with vi.sa from Missions/Posts and dlespatch/handl 

over the smme to the ~pHcants. 

'fhe Ministry aiiso circulated (April 2007) a model contract to the Missions/Posts 

laying down the essential terms and conditions to be incorporated in the 

outsourcing contract. 

A review of outsourcing of consular works in :five17 Missions/Posts abroad was 

conducted between October 2007 and March 2009. The position of issue of visas 

by the Missions/Posts abroad and total fee/commission collected by the service 

providers during the year 2008-09 is detailed below: 

Talblie-2 

May2008 GBP 6._90 4,57,211 18 GBP 31,54,756 22.12 

February 2008 Euro 12 1,58,413 EURO 19,00,956 11.98 

May2007 Euro 15 51,244 EURO 7,68,660 4.84 

August2007 Euro 13.50 50,031 EURO 6,75,419 4.26 

October 2007 USD 13 5,53,511 USD 71,95,643 35.35 

'foll:lnll 78.55 

The review revealed a number of deficiencies in the process of evaluation of 

tenders, selection of SP, terms and conditions negotiated and contracted with 

the SP and execution of the contract. These are discussed below: 

The tender evaluation process in CGI, Milan was done without keeping in view 

the guidelines circulated by the Ministry in November 2006 and the relevant 

provisions of the General Financial Rules (GFR). Consequently, while the 

selection of SP was seriously flawed, the rates finally accepted were not fair and 

competitive. 

CGI, Milan re,ceived 14 bids for the outsourcing project. Two bids were rejected 

and of the 12 remaining bids, the Post short-listed four firms and segregated them 

17 CGI, Milan; CGI, Frankfurt; El, Paris, HCI, London and EI, Washington DC 
18 Figures include the number of visas issued in CGI, Edinburgh and CGI, Birmingham. Period covered is 

from May 2008 to March 2009. 
19 Figures include the number of visas issued in CGis at Houston, New York, San Francisco and 

Chicago. The figures are for the period from October 2007 to March 2009 
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into two categories 'A ' and ' B' compri sing o f two firm s in each category, based 

on their ability to meet the desirable benchmarks. The offer of Euro 15 made by 

Mis K&S (one of the two firms in category ' A') was fina lly accepted by the Post 

and an agreement was signed with the firm in Fe bruary 2007. On the contrary, it 

was observed that the two firms included in category ' B ' had quoted a much 

lower rate of Euro I 0 and Euro 12 vis-a-vis Euro 20 initially quoted by Mis 

K&S, which was finally negotiated down to Euro 15. The fact that the Post 

entered into negotiations and that too with a bidder who was not L 1 was 

unwarranted and in contravention of guidelines of Centra l Vig ilance Commission 

(CVC) in force at that point o f time. Moreover, the selected vendor (Mis K&S) 

included in category ' A ' did not have any previous work experience in this field, 

while the vendor quoting Euro 12 per application and put in category B (M/s 

Project Export Services) had the previous experience o f outsourcing for the 

Australian and British Governments and the vendor at that point of time was 

doing the outsourcing work for the Nigerian Embassy in Rome. 

Thus, by not accepting the offer of the vendor who quoted Euro 12 and had the 

requisite experience in category ' B ', the Post extended undue financia l benefi t to 

Mis K&S to the extent of Rs. 96.87 lakh during 2008-09 a lone, be ing the 

d ifferential in service charge o f Euro 3 on 5 1,244 visa application issued during 

the year. 

6.6.1.2 Deviation from two stage bid system 

Standard operating procedure envisages a two stage bid system in the 

Government departments for procurement of high value goods and serv ices i. e. 

evaluation of technical bids followed by evaluation of financ ial bids of the 

technically qualified bidders. However, the two stage bid system was not 

observed in CGI, Milan and the technical and financ ial bids of all the bidders 

were opened s imultaneously in contravention of Ministry's guide lines of 

November 2006 and Rule 178 of the GFR. 

6.6.1.3 Absence of criteria for evaluation of bids 

The GFR20 requi res, inter alia, that the bid evaluation criteria and the selection 

process should be stated in the Request for Proposal. In CGI, Milan no 

benchmarks for eva luatio.1 of bids were specified at the time of in vitation of bids. 

This introduced arbitrariness in the selection process. 

20 Rule 17 I of the GFR 
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For the purpose of evaluating bids, the tender evaluation committee formulated 

12 criteria. As per Ministry's guidelines of November 2006, 'experience profile' 

was to be obtained from bidders and considered while evaluating the bids. 

Further, Rule 180 of GFR also stipulate that the eligibility and qualification 

criteria (which would also ·mdude the past experience)· to be met by the 

contractors should invariably be included in the tender enquiry. It was observed 

that while criteria like waiting area, basic facilities such as bathroom, soft and hot 

drinks vending machine etc. were considered, past 'experience' as a criteria was 

neither sought for nor considered while arriving at a decision for short listing the 

bidders. No specific quantification of the criteria was done e.g., area required, 

number of counter/staff required and working hours. Consequently, neither did 

the bidders have any indication of the desired facilities to be provided nor could 

the evaluation process be fair and objective. 

The Ministry stated in October 2009 that CGI, Milan was being asked to provide 

full details of the process followed in the selection of Mis K&S as service 

provider to enable them to take necessary action. 

HCI, London signed an agreement (January 2008) to provide visa support service 

with Mis VFS Global Ltd for a period five years from the date of operation. As 

per Para 4.1 of Schedule 1 of the agreement, the charges to clients were not to 

exceed the cost of the appropriate prescribed visa fee plus a service _provider 

service charge for each .passport not exceeding £6.90 per visa application. As per 

schedule 1, clause 1.1 of the agreement, the service provider would maintain 

eight visa service centres21
. 

Audit scrutiny of the records revealed the following: 

(i) In the initial tender for inviting bids for pre-qualification of agencies, the 

Mission indicated that the application/passport collection centres would be 

required at Central London, Birmingham and Edinburgh with the provision 

of additional centres in London (Finchley and Southall) and other parts of 

UK (Manchester, Glasgow, Liverpool, etc.). 

21 London (Central and Southall), Edinburgh, Birmingham with provision for additional centres in 
London (Finchley and thereabouts) and other parts of UK (Manchester, Glasgow and Cardiff) 
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(ii) VFS offered three options to the Mission. It quoted a minimum rate of 

£5 .65, £6.40 and £6.90 per application (excluding VAT) for operation of 

visa support centres in five, seven and eight locations respectively. Further, 

VFS was also open to suggestions/ negotiations on their quoted prices. 

(ii i) The Mission awarded the contract to VFS at the rate of £6.90 per 

application quoted for e ight centres, which was incidentally highest 

amongst the three options offered by VFS. 

(iv) VFS operated only five centres22 till February 2009 for a period ranging 

from five to nine months. 

Since the rates offered by VFS varied with the number of centres operated and it 

was a lso open to suggestions/negotiations, the Mission should have availed of the 

benefits of the vari able rates quoted by VFS for different centres. Consequently, 

on account of appl ication of higher rate, the SP was granted an undue benefit of 

£ 0.517 million (Rs. 3.63 crore)23 during May 2008 to February 2009. 

Corresponding ly, visa applicants also bore an avoidable financi al burden. The 

details are indicated in the table below. 

Table-3 
(Amo1111t in GBPJ 

No. of Visas 
Service Charge Service charge Difference 

Mission/Post issued 
colJected @ GBP 6.90 @ GBP 5.65 per 

(Up to Feb. 2009) 
per application application 

(in lakh) (in lakh) (in lakh) 
HCI, London 2,91 ,087 20.09 16.45 3.64 
CG I, Edinburgh 11 ,4 18 0.79 0.65 0. 14 
CG I, Binningham 1, 11 ,465 7.69 6.30 1.39 
Total 4,13,970 28.57 23.40 5.17 

The Ministry stated (October 2009) that the bidders were required to quote the 

rates on per application basis and not accord ing to the number of centres in UK 

as per the conditions laid down in the RFP. It further added that the decision to 

stagger the opening of centres was only an operational one and the rates quoted 

by VFS for eight centres was the lowest and as such no undue benefit was 

extended to VFS. 

The reply of the Ministry shows that it had not planned the operationalisation of 

visa centres well in advance. The decision to open the visa application centres in 

a staggered/phased manner was taken in April 2008 (i.e. after s igning of 

agreement in January 2008) on operational grounds in order to ensure seamless 

transition of work to the service provider. In fact, such a crucial decision should 

22 Victoria, Goswell and Hayes (all in London), Birmingham and Edinburgh. 
23 GBP I - RS. 70.1 3; OfTicial rate of exchange of March 2009 
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have been taken during finalisation of tender an:d the application of variable rates 

(for five, seven and eight centres), depending upon the opening of centres, should 

have been negotiated and translated into contract in the larger interest of the visa 

applicants. Further, the private service provider cannot charge the Mission for the 

service (at three locations) that it had not actually rendered till February 2009. 

~ll~it.i~ff!Iil1rr~l~~!fat1~mrl~~twf~1 

A review of the agreement signed by the Missions/Posts revealed that there was 

absence/deviation from the clauses of the model agreement circulated by the 

Mini~try. 

r~~~~'N~:r:~TffsI«rn~~riY:~F~ot~fiiQ'~gr~~m~~111Jitre~1~;~:p~ 
tiTc"l!!!t~Il:!~·.Sli 

The model agreement circulated by the Ministry included spe~.ific clauses to be 

incorporated in the final agreement with the SPs. These clauses were to ensure 

that the selected SPs offer the services to applicants in a speedy manner, in 

comfortable conditions and in minimum time with the help of state-of-the-art 

technology and were specific to each of the functions that SP provider was 

. expected to provide and also set criteria for judging the SP's performance. 

It was noticed that the agreement signed by the CG!, F:rankfurt did not contain 

all clauses specificaHy mentioned in the Model agreement. Some of the 

important clm.ises not included in the agreement were the time limit o_f two days 

for replying to postal letters, process to train and recruit staff, networked IT 

system for centrally based appointment system and requirement of SP to notify 

any fraud or any allegation of fraud to Missions/Posts. 

Non-inclusion of these clauses in the contract diluted the regulatory capacity of 

the Post over the functioning and quality of services rendered by the SP. 

The model agreement and the agreements signed with Service Provider by the EI, 

Paris, CGI, Frankfurt, HCI, London and CGI, Milan were silent on the following 

aspects: 

(i) Penalty for delays in remittance of fees: In the agreement signed with· 

SPs by Mission/Posts in Paris, Milan and Frankfurt, there was no clause 

to levy penalty on the SP in the event of delays in remitting visa fees 

collected to Government account. Due to absence of clause to this effect, 

the Missions/Posts have no remedy in the event of delays in· remittances 

as discussed in para 6.6.3.3. 

85 

I ,. 



I 
Repf!rt No. 9of2010-11 

(ii) <;:lla11Hses fo Jpnrovide qualify as~u!l"am1ce: Clause 1.2, sub-clauses (a) to (e) 

· of the model agreement circulated by Ministry emphasized the. need for 
I . 

tl~e SP to. maintain staff and ff systems. equipped to deliver efficient and 

effective visa application collection service. Further, the Clause 12 of the 

s:chedule I .of the model agreement provides. that the SP. will conduct 

quality assurance checks and the Mission/Post will also conduct quality 

a~surance and audit checks of the SP. However, no independent 

mechanism for obtaining such assurance was envisaged or agreed upon. 
' 

It was noticed that SPs use IT systems for performing the services 

ohtsourced to them. The Missions/Posts which have outsourced had 

nbt evolved any m.echanism to ascertain or monitor the quality and 

r6liability of the ff systems of the SP. One way to ensure the adoption 

o~ an integrated process . approach to effectively deliver managed 

s~rvices to meet the business and customer. requirements is to rely on 
I . 

the interriational certification for IT Service Management. This ! . 

independent certification process 'will enable qrganizations to 

b~nchmark their capability in delivering managed ~ervices, measure 

s~rvice levels and· assess performance against gl~bally recognized 

Illformation Technology Service Management Stand~rds. 
I • ' 

I - i 
\Yhile such fudependent international authoritie,s of repute . are 

available to provide certification, neither did t~e Mission/Posts 
' . \1 

Pfescribe holding such certification as a pre requisite\ for participation -

iri the bidding process nor did it give any time frame to the SP to 
I \ 

obtain such certification once it was selected. fu the absence of such 

cbrtification, there exists no assurance to Missions/Post\m the quality 
I • . - \ 

of the services and the IT systems of the SP. \ 

(iii) B~siilmess Conttimmftty Pfa11n: Issue of visa is an important and sensitive 

service provided by the ·Missions/. Posts abroad and it is essential to 
I 

have a Business Continuity Plan (BCP) for the Missions/ Posts as weH 
! 

a~ for the·· SP so th.at in the event of any breakdown I deficiency in 

s~rvice on the part of the service provider, the restoration of service is 
I . ·. : . 

made in the shortest possible time. It was, however, noticed that there 
I 

. w~s no provision for BCP in the agreement <::xecuted with the SP. 
I . " .. .. . -

FUrther it was also noticed that the Missions/Posts have also not I . . . . . 

f~rmulated . any HCP to deal with such eventualities. Besides, the 

Ministry is yet to formulate any policy ori how the visa seryices will be 
. c~ntinued on.expiry.ofthe contract with the SPs. . · 

I 
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The Ministry stated (October 2009) that. a penalty clause was proposed to be 
added to the outsourcing contracts already in operation. The clause would 
entail a penalty of 0.5 per cent per working/banking day for non-payment of 
cash fee in full or part by the SP in the Mission/Post's account. The 

Missi,:m/Post would also have. th_e, right to terminate the contract immediately 
and forfeit the existing bank guarantee and take possession of all properties, 

should the SP fail to deposit the cash fee in Mission/Post's account 

continuously for three working/banking days, which would also be deemed as 

intentional lapse on the part~ of the SP. The Ministry further stated that NIC 
was being consulted to evolve a mechanism for conducting quaHty assurance 
·checks and monitoring the quality and reliability of the ff systems of the SP. 
On BCP, the Ministry clarified that suitable clause was proposed to be added 

requiring the SP to put in place an a?equate contingency plan (computerised 

and physical) to maintain an acceptable level of service within a reasonable 
time frame of not more than ·six Jjours if the operation of any/all visa 

application services were interrupted for any reason. 

Ministry's reply confirms the Audit contention that there are senous 

deficiencies in the agreements already concluded. Remedial measures now 
proposed by the Ministry should have been considered at the time of 

negotiations of terms and conditions with the SP to safeguard the interests of 

the Government. 

il~~~l~J&Dllilili~Ii~iliillil\lml:Wi~1~1t@itfif@l1!g~1if!\~li!~iJ 

~I§~l!lml~!~Jt~ili:~t1m'lijtfi!!tllll~li'ilfti~~lji'&i 

HC:U:, lAlllllldQ}!Il outsourced the visa. s_upport services to Mis VFS Global 
through a contract concluded in January 2008. Clause 1.2 (iii) of the 
agreement provided for payment of visa fee by bank order, postal order, debit 

card or cash. Any other mode of payment used in the UK including credit card 
and personal cheques could be accepted only at the sole risk of VFS. 

However, bank/ agency charges levied on such transactions were to be borne 

by the applicants. · 

lin April 2008, VFS requested for a written confirmation from HCI, London to 
charge an administration fee to visa applicants to cover the cost of bank 

charges under the clause 1.2 (iii) in addition to the visa service charge of 
£6.90. HCI permitted VFS to charge an average rate of £0.80 plus VAT as an 

administrative fee to cover the cost of bank charges/agency charges. 
Accordingly, VFS is charging £0.80 plus VAT as an administrative fee 
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uniformly from all applicants irrespective of the mode of payment of visa fee 
· which was irregular as it was contrary to the provisions of the contract. 

As no bank or agency charges are applicable for payment of visa fee by cash, 

postal order and debit card, the collection of additional administrative fee on 
such transactions was a source of profit to the VFS and an unwarranted 

burden on applicants not paying through credit cards or cheques. Details of 
visas issued and the mode of payment during the period May 2008 to March 
2009 were as under: 

Table-4 

3,20,828 35.81 6.29 34.80 14.42 8.68 2,46,71624 1,97,372 
I 

I. 
12,350 45.00 8.00 25.85 21.15 9,737* 7,789 I 

I 

l,24,p33 
I 

4,57,2H 
I 

30.00 10.00 35.00 25.00 93,024# 74,419 

2,79,58@ 

Analysis of the data on the mode of payment revealed that administrative fee 
charged on 75 to 76.90 per cent of the visa applications was irregular as no 

bank charges were to be levied on such transactions. Thus, undue benefit 

accruing to VFS on account of levy of administrative fee amounted to £0.280 
million (Rs. 1.96 crore) during May 2008 to March 2009 alone. 

The Ministry accepted (October 2009) that levy of £·0.80 plus VAT as 

administration fee wa's irregular and resulted in undue benefit to VFS and the 

Mission is being advised to direct the SP to discontinue levying administration 
fee on cash, debit card and postal order transactions with immediate effect. 
The Ministry also stated that the existing administration fee on cheque/DD 
and credit card transactions (£0.80 plus VAT) is proposed to be reduced to 
£0.50 plus VAT till the expiry of the present contract. 

24 35.81+ 6.29+34.80= 76.90% of320828 = 246716 
* 45+8+25.85 = 78.85% of 12350 = 9737 

# 30+lo+35 = 75% of124033 = 93024 
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The visa services in the Indian Mission and Posts in the UJmJited States ({)f 

Ameirica were outsourced to Mis Travisa with effect from October 2007. A 

service fee of USD 13 is being charged by the SP for each visa application. 

Audit scrutiny of the documents revealed that while there was no provision in 

the contract for any mailing charges to be paid to the SP by the visa applicants 

for mailing theirpassports (affixed with visa), the SP was collecting mailing 

charges varying from USD 21 to USD 87 per applicant through its delivery 

agency (Mis FedEx), in addition to charging the regular service fee of USD 13 

for processing the visa application. 

Of the total number of 5,53,511 visas issued during October 2007 to March 

2009, 1,24,719 applicants (22 per cent) used the Travisa's FedEx account for 

mailing their documents for which FedEx rates varied from USD 18.95 to 

USD 51.55 per applicant depending on the size of the packet, distance and the 

zone in which the address falls. On the other hand, the SP was collecting 

mailing charges ranging from USD 21 to USD 87 per application. Taking the 

mailing charges collected and paid at the minimum of the scale mentioned 

above, undue benefit accruing to the SP amounted to USD 0.256 million25 

(Rs. 1.16 crore). 

While the SP declined (January 2010) the request of EI, Washington DC to 

furnish the financial data of actual mailing charges collected and paid by it for 

the period October 2007 to March 2009, the Miss.ion replied that the fee of 

USD 13 is charged by . the SP for processing application and related 

documents and that it did not include charges for shipment of passports. 

The reply of the Mission ·does not explain the rationale for retention of 

additional benefit by the SP on account of mailing charges. Since mailing of 

visa affixed passports to applicants is an important function of the SP, the 

Mission must examine and ensure that the SP does not unduly overcharge the 

distant applicants for mailing of their passports. 

~~~~ll!&lf~i~lE~111111i~~mJ~]1l!J'fm~ll!iiln11? 

(A) Delays in remittance of visa fees into Government account by SP were 

noticed in CGlI, Firi:m.kfo.irt in the following instances as discussed below: 

(i) After the consular services were outsourced, four consular camps were 

held in Essen and six in Cologne by the CGI, Frankfurt with the 

25 (USD 21- USD 18.95) * 124719 = USD 255,674 
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(ii) 

support of the SP. The consular service was rendered at the camp on 

the same day itself. It was no~i<'.ed that the SP accepted money through 

cash and bank transfer froni the applicants but the cheque for the 

consular fee was deposited in the consular wing after delays ranging 

from one to five days. 

~even cheques valuing Euro 25,771 were returned unrealised due to 

insufficient funds, which were later credited to the Post's account after 

obtaining a new cheque. This resulted in delays in credit to 

Government account ranging from 20 to 26 days. 

The Mibistry stated (October 2009) that with regard to consular fees received 

during bamps, the Post was being advised to ensure deposit of consular fee 

with the SBI, Frankfurt the next working day. 

The fact, however, remains that huge delay in the past in remittance of visa 
I 

fee couple~ with absence of a penalty clause to this effect worked in favour of 

tpeSP. 

(B) Embassy of India, Paris outsourced the visa support services to 
I 

Mis VFS vide an agreement signed in October 2007. As per amendment to the 

agreem~nt, Mis VFS was required'to transfer the visa fee to the account of the . 

Mission in Bank of India on the same day. It was, however, observed that 

though VFS has been intimating its banker to transfer t~e visa fee to the 

Mission's account on the sanie1day, yet Bank of India was affording credit to 

the Mission after a delay ranging from one to seven days. In three instances, it 

was further opserved that credit of Euro 159,260 was afforded to the Mission 

after a 'delay of more than four months leading to undue benefit of Euro 

6,90s.2i (Rs. 4.35 lakh)26 to Bank of India. The possibility of the Mission 
I 

issuing : visas without a<'.tually receiving requisite visa fees into the 

Government account also cannot be ruled out. 

. The Ministry stated (October 2009) that the delay was on the part of Bank of 

India, P,aris and the Mission was being advised to take up the matter with the 

bank to; ascertain the reasons for delay in affording credit to Government 
account. 

~A.i~~l~eea.ro_ri:ratlfi11~1!~itt~211Qj;:ii_}iJipl>~PW!!I~t:w•ng§ 
I 

. Conseq~ent t_o the outsourcing of visa application collection services, there 

was a need for.. rationalization of manp_ower __ in the consular Wings 

26 Euro l=.Rs. 63.03; Official rate of exchange of March 2009 
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commensurate with revised work norms to ensure right-sizing. Review of the 

manpower requirement in the consular wings of three Missions/Posts based on 
the revised norms fixed by the Ministry in August 2008 for various items of 

works in the consular wings taking into account the improvements in the visa 
processing and computerization systems and outsourcing of consular services 

revealed the following: 

.Ci) In Embassy of In~ia, Paris, against the actual requirement of 14 staff 

members, the Mission has deployed 19 personnel in passport and 

consular wing. 

(ii) In CGI, Frankfurt, though the outsourcing of visa support services 
commenced from August 2007, the Post has not reviewed its staff 

strength in consultation with the Ministry in the light of outsourcing of 

work load of the passport and consular wing. 

In view of outsourcing of visa and related services, it is imperative that the 

Ministry take up the issue of revised staff norms for consular services on an 
.urgent basis, so ·that expenditure currently incurred on redundant/excess 

personnel can be reduced. 

The Ministry stated that the suggestion of Audit for rationalizing staff strength 

has . been noted. A circular was being sent to the Missions/Posts, where 

outsourcing has been implemented, to assess the staff requirement in consular 

wmgs. 

6.6.5 Recommendatimms: 

The Ministry may: 

•!0 review the outsourcing contracts concluded by the Missions/Posts and 
issue comprehensive guidelines for re-negotiating the unfavourable 

terms with SPs, in line with the model agreement; 

0: 0 investigate the process of selection of SP by CGI, Miian and fix 
responsibility for non-adherence to the instructions of the Ministry · 

circulated in November 2006 as also guidelines of CVC/GFR; 

·:· 

~:~ 

effect recovery from the SP in HCI, London towards irregular levy of 

administrative fee of £0.80; and 

ensure that the pre-qualification bid for the prospective SPs include the 
international certification for IT service management. The model 
agreement may also be modified requiring the successful bidder to 
obtain such certification within a prescribed time frame and ensure its 

validity for the duration of the contract. 
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Despiit~ assllll.l!"ance fo ttl!ne Publlfo Accmmmts Commiittee, iillllsfal!llces of l!"eHease 
of fmntrlls 11:0 Mlissfol!lls w:ithmn.t :receipt of Aimm11aR actim11. pfam.s, li.ncrnr1rect1: 
cllassm~ation of ittems of e:xpel!lltrllittuin to p1U1bliciitty lh!eacll aillltdl dlespattdu of 
Jpnrnbliicft~ matteirial fo Mlissfoillls wmnmn.t l!"equnest Reaclliillllg fo 58 fo 74 per cent 
of Jpnmbnicftfy mattel!"fal :remalinll.llll.g llllHnlll!illlizecl!, we:re noticetrll in Allldit. 

I 

The Mipistry utilizes a variety of channels, including distribution of print and 

audio-~isual publicity material to foreign audiences for projecting India's 

position on various international issues, developments in India, highlighting of 
I 

differe1U aspects of fudian life, art and culture as well as for countering 

distortep and malicious propaganda against India etc. Ministry incurs publicity 

expenditure through its External Publicity (XP) and Public Diplomacy (PD) 

divisioi{s in India and various Missions/Posts abroad. Expenditure at these two 

levels ts budgeted separately. Missions, in addition to incurring publicity 
I . 

expend~ture from their own budget, are also responsible for end use of 

publicify material supplied by the Ministry. The annual expenditure incurred 
I 

by the .Ministry/Missions under the head publicity ranged from Rs. 31.70 crore 
I 

to Rs. 45.44 crore during the period 2004-05 to 2008-09. 
I 

To enso/e greater oversight and monitoring of expenditure on publicity in 

Missions/Posts abroad, the External Publicity division of the Ministry, while 

reiteratfug instructions to· all Missions/Posts abroad in September 2005 laid I 

down ithe following conditions to be strictly followed by the 
I 

Missions/Ministry: 
I 

);>- The release of funds for publicity budget from the year 2006-07 

~nwards would be .subject to Missions sending detailed Annual Action 
plans on publicity. 

);>- While classifying the nature of expenditure, it must be ensured that the 

t;xpenditure under the head publicity was intended for furthering the 

image of India either directly or indirectly but should not be of such 

riature which forms a part of the representational obligations of the 
doncerned officers of the Missions/Posts. 
i 

>:> Pirovisioning of pu.blicity material for the Missions would only be in 

response to their· request, to avoid unnecessary expenditure on 
I 

I)Ublicity. 
i 
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The Ministry in its Action Taken Note on an earlier audit paragraph27 had 
assured the Public Accounts Committee (PAC) of. compliance with these 

instructions of the Ministry issued in September 2005. 

However, examination of records pertaining to publicity expenditure of PD 
and XP divisions in the Miriistry and test check of records of 44 

Missions/Posts28 for the period _2005-06 to 2008-09 disclosed many deviations 

as diSClJSSed below: 

Scrutiny of records revealed that funds were released to 11 Missions29 in 
2006-07, 10 Missions30 in 2007-08 and 09 Missions31 in 2008-09, and 
expenditure of Rs. 4.04 crore incurred on publicity, even though the Missions 

had not prepared any Annual Action plan on publicity. 

Ministry replied in February 2010 that the Audit's observations had been 

carefully noted and it had again reminded the Missions to scrupulously foHow 

the instructions. 

An analysis of publicity expenditure booked by 42 Missions during the last 
five* years disclosed that out of total expenditure of Rs. 18.73 crore booked 

under the publicity head, expenditure amounting to Rs. 6.19 crore (33 per 

cent) did not pertain to publicity. Missions routinely charged items of 'office 

expenses' such as purchase of local newspapers, foreign magazines for 
chancery and officers' residence, cable connection charge for embassy 
residence, purchase of furniture, taxi chares, advertisement for reccruitment, 
payment to contingent staff, -hotel accommodation. etc. and other unauthorized 
expenditure to the publicity budget allotted to them. The inadmissible 

expenditure in the Missions/Posts ranged up to 90 per cent of total expenditure 

booked .. under the head "Publicity". Expenditure related to national day 
celebrations, for which a separate budget was sanctioned by the Ministry was 

also booked by Missions under the head 'publicity'. 

27 Para 4.7 of CAG's Audit Report no. 2 of2006 
28 Indian Missions in Asia, Africa and Oceania region, which fall under the audit jurisdiction of DGA 
(CE) office, were covered in audit. 
29 Beijing, Canberra, Damascus, Dubai, Mahe, Male, Melbourne, Nairobi, Port Louis, Seoul, Sydney, 
3° Canberra, Damascus, Kuwait, Mahe, Male, Melbourne, Nairobi, Port Louis, Sydney, Zanzibar, 
31 Canberra, Damascus, Kuwait, Mahe, Male, Melbourne, Nairobi, Port Louis, Sydney, 
• There were cases, where Missions did not provide information for last five years. Expenditure figures 
from these Missions were considered for the years, for which information was provided by the Missions. 
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The Missions at Port Louis and Kathmandu accepted the audit findings. 
I 

Missio~s at Johannesburg, Melbourne, Canberra, Dubai, Istanbul, Birgunj and 
Mahe s~ated that the audit observations had. been noted for future compliance. 
Missions at Pretoria, Khartoum, Thimpu, Riyadh, Bangkok, Jeddah and 
Antanaharivo accepted the audit findings except in relation to treating 

I . ', -

expend}ture on purchase of local newspapers, national day celebrations and 

their advertisem~nts, stationery items etc., as publicity expenditure. Missions 
I 

at Za~ibar, Beijing, Colombo, Seoul, Lagos, Abuja and Nairobi classified 
I . . 

expendfture on purchase of diesel, local newspapers and magazines, cable TV, 
nationa~ day celebration, postal charges, taxi charges, mobile phone charges, 
Diwali !celebration, clearing of incoming bags etc., as publicity expenditure 

! 

and did~ not accept the audit observation. 
i 
I 

The replies of the various Missions to a common audit observation indicated : . 
lack 0£ co-ordination between the Ministry and the Missions/Posts abroad 

I . • 

purport~dly due to ambiguity in the Ministry's instructions, which led to 
varyini interpretations on classification of expenditure under the head 
publicity. 

l 

MinistrY replied in February 2010 that the; incorrect booking of expenditure 
was mbst likely attributed to oversight by the Chanceries and in order to 

obviate: the recurrence of incorrect classification, relevant instructions had 
' 

been reiterated to all the Missions. 
I 

I 

~~~;~~IB:lI'.§1~1~wli,~Jll!Y,iJI~mmii1J~~»1111~~~hl~!m 
I 

.. ! 
The Ministry, despite its own instructions of September 2005, continued to 

! 
send Pi11blicity material to Missions without specific requests from the 
Missions, leading to publicity material remaining unutilized with the 

.. 1 

Missions/Ministry. 
1.. 

( . 
•:• :Based on the analysis of the information supplied by the Missions for 

the last five years, it was found that 56 per cent of the books and 60 
per cent of the documentaries supplied by the Ministry to Missions for 
:distribution/presentation to targeted foreign audliences during last five 
I . - • 

years were lying unutil!zed in the Missions. Out of this, 58 per cent of 
books and 74 per cent of documentaries were sent to the Missions 
fithout specific i:equest resulting in unfruitful expenditure on their 
purchase and supply to Missions, as detailed below: 
I 

I 
' 
I 
I 
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19,059 
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56 11,395 58 

Documentaries/ 31 3,074 1,839 60 1,783 74 

•:• 'India Perspectives' a flagship magazine of the Ministry was used as 

· part of the publicity efforts by Missions/Posts abroad. to reach a:s wide 

an audience as possible. 58,215 copies of 'India Perspectives' were 

sent to 16 Missions without any request from them during the period 

2006-09. 

•!• The Missions had mostly issued library publicity material to their staff 

members instead of the targeted foreign audience, which did .not. serve 

the intended purpose. Details of publicity material in the library and its 

utilization by the target foreign audience are as follows: 

Tablle-6 

Out of 27 Missions for which inforination on utilization of books was inade 

available to audit, 11 Missions with a stock of 57,538 books at the end of year 

2008-09 did not issue any book to the target audience during the last five 

years .. Similarly, 11 Missions with a stock of 6,307 COs/DVDs at the end of 

year 2008:.09 did not issue even a single CD/DVD to the target audience 

during the last five years. 

32 Abuja, Cairo, Canberra, Chittagong, Dubai, Islamabad, Jeddah, Mahe, Pretoria, Port Louis, Seoul, 
Tehran:, Zanzibar. 
33 Abuja, Cairo, Canberra, Chittagong, Islamabad, Jeddah, Mahe, Port Louis, Seoul, Tehran, Zanzibar. 
34 Birgunj, .Cairo, Canberra, Colombo, Damascus, Dubai, Islamabad, Jeddah, Johannesburg, Male, Seoul, 
Tehiari; Zanzibar. 
35 Birgunj, Cairo, Canberra, Colombo, Dubai, Islamabad, Jeddah, Johannesburg, Male, Seoul, Zanzibar, 
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These fmdings show that the basic purpose underlying the dispatch of 

publicicy material to the Missions was not being achieved. The considerable, 

amount of publicity material not being utilized by the Missions also calls into 

question: the usefulness of publicity material being purchased/ prepared by th~ 
Ministry. 

: 

Ministry replied in February 2010 that in view of the Audit's observations, a 

more streamlined procedure in regard to dispatch and utilization of 

documentaries and other publicity material would be devised. . 

[.j:· :~ti~~j~~!e~l1-~±!~fltlm~~~~t:~~~~~sTuIS'.~:~~~11_«UJim~l!§ 
~-O!lnE?.! 

Despite assurance to the PAC, the pace of construction of projects on 
acquired land by vall"ious Imllian Missions/Posts abroad such as Embassy 
of Indiia · Brasill:i.a, Embassy of !mllfa Port of Spain, Embassy of India 
Paramariibo (Suriname) and High Commission of India Abuja (Nigeria) 
contimiles to be a cause of concem. The de.i.ay in construction in above 
Ml1.ssioJ!ls/Posts ranged between 16 to 45 years resulting in both idlililg of 
Jfum.dls. and consequel!D.t escalation in cost of construction. Further as per 
IF§ (PLCA) miles, the Ministry · has to fix and intimafo the 
Missio~s/Posts the rental ceiling fixed for various categories of ll:ndia 
based M:ficials. But in many India Missions/Posts abroad, the Millllistry 
Huns not fixed the rental ceiling for the official accommodation of various 
categories. of officers which resulted in excess payment or hiring of 
accommodation in excess of the eligibility. Audit also noticed 
expenditure on repair and maintenance of building being incurred by 
tllle Mi~sions in excess of the powers dele2ated to Head of Missions/Posts. 

6.8.:Il..1 Expenditure on office and residential accommodations forms a· 

significant portion of expenditure of Missions and Posts abroad. When serving 

outside India, an officer shall be entitled, subject to such conditions as may be 

prescribed by the Government, free of charge, to furnished residential 

accommodation in accordance with the provisions of IFS (PLCA) Rules. The 

related f¥1ancial powers are prescribed in the Financial Powers of Government 
of India's Representatives Abroad (FPGOIRA). 

6.8.1.2 The Public Accounts Comniittee (PAC) in their 5lst (2007-08) and 75th 

(2008-0~) Reports- Fourteenth Lok Sabha, had expressed their concern over 

the delay in construction of properties abroad. The Committee· stressed the 

need to ~xpedite the projects within the targeted time-frame through a specific 
monitorihg-plan for each project. 
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l!D.8.2.li Audit examined the records· relating to construction of projects on 
acquired land, maintenance and repairs of built up properties, hiring of 
residential accommodations, furniture etc., with a view to assessing the 

efficiency, economy and effectiveness of logistic management for offices and 

residences of diplomatic personnel. The results of the study are discussed in 
the following paragraphs: 

~1~~~ll!llfiltj!Jl~~~~Iflfif~mllii!l~~~m\~1!~~tl~ 

~ll~liimmmooiwm 

Government of Brazil gifted a plot of 25,000 square meters land in 1965 to the 
Indian Embassy in Brasilia for the construction of an Embassy Complex. 

Earlier Reports36 of the Comptroller and Auditor General of fudia (C&AG) 
had highlighted the idling of the plot and continued payment of rent for hired 
accommodation. While submitting· Action Taken Note · (ATN) on the 

recommendations of the PAC, Ministry of External Affairs (MEA) stated 
(September 2006 and February 2008) that the contract for construction of this 
project was expected to be awarded in the coming months. 

Subsequent scrutiny revealed that the CNE37 had sanctioned Rs. 37.50 crore 

for the project in August 2006. lln terms of CNE approval, pre-construction 
activities were scheduled to be completed by May 2007 and -construction by 

May 2009. However, the Mission floated tenders only in February 2008 arid 
that too before project specifications and drawings were accepted by MEA. 
Contract was yet to be awarded as of February 2010. The Ministry stated 
(February 2010) that as the financial bids submitted by the bidders were 

exorbitant, a modified tender was being issued to the shortlisted firms. The 

modified tender was held up due to environment issues_ and legal requirements 
of escalation costs in the tender. The Ministry further stated that it_ expected to 
award the work in another three to four months. 

Thus, despite having spent an amount of Rs. 1.08 crore ori the project up to 
March 2009, assurances given to PAC and. protracted correspondence between 
Ministry. and Mission, there is yet no clarity or finality about the scope of 
work. Inordinate delay, changes in scope and design, cons~quent cost 
escalations leading to re-tendering indicated improper planning, lack of 

36 Paragraphs 26.8.6 (report No. 13of1990), 8.2 (Report No. 2 of2001) and 5.5.3 (Report No. 
17 of2005) 
37 Committee on Non-plan Expenditure 

97 



Report No. 9 of 2010.:..11 
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coordidation . and indecisiveness on the part of Mission and MEA. This had 
I 

resultecj. in· continued idling of the· plot for nearly 45 years and avoidable 

annual: expenditure of Rs. 1.78 crore toward~ hiring of residential/official 
I d . accommo at1ons. 
I 
I 

.J i 

~ii~~-~i9~~1t~rutYir<mr1!f11m11~ltl!I>l1m 
The Gdvernment of Trinidad & Tobago donated five acte plot of land to India 

I . . 

in 1994 on 99 years' lease, for setting up the India Cultural Centre. Delay in 
I • . 

cons~ction and continued payment of rental charges of the leased premises, 

was co±nmented upon in ,paragraph 5.5.12 of the Report of the CAG (Report 
I . 

No.17 pf 2005). While furnishing the ATN (September 2006 and February 

2008), fthe MEA stated that the project was under different stages of pre

consiru;ction activities ·and.every possible effort was being made to bring the 

projectfto tender/construction stage at the earliest. 

Subseq~ent audit scrutiny revealed that, the project was yet to commence as of 

July 2tjo9 despite incurring expenditure of Rs. 36.10 lakh on consultancy fee 

up to March 2009 and lapse of 15 years since allotment of the plot in 1994. 

During: this period (February 2004), part of the land was encroached by a 
I . . . . . 

compa:µy, which could not be removed as of July 2009, resulting in further 
I 

de~ay ~o the project.. Resultantly, the estimated cost of constructi()!l, of the 

project! had gone up from TT$15.48 million (Rs. 11.14 crore38
) in.cJ)ctober 

2003 tb TT$25.34 million (Rs. 18.23 crore38
) in November 2006. 'This is 

I 

likely ito escalate further. The Mission also continued to incur annual 
I 

expenditure of Rs. 16.76 lakh towards rent for residential accommodation. 
! 

The G0vemment of Suriname donated a plot of land in Paramaribo (1992) for 

constnlction of the Indian Cultural Centre. As the plot of land was lying 
I . 

vacant; the Government of Suriname took it back in May 1997 and allotted 

anothet plot measuring one hectare in· JUly 1998. Mention was made m 
paragri;iph 5.5.5 of CAG's Report No.17 of 2005 about delay in constiuctiop. 

of Inqian Cultural Centre at Paramaribo. While submitting ·the Arn 
(Septetnber 2006 and February 2008), MBA stated that_ every possible effort 

. , I . ·' . . . . . . - . 

was b~ing made to bring the project to tender/construction stage at the earliest. 
I . . . 

38 : . 
Workf'!d out at the exchange rate of December 2006 
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Subsequent· audit scrutiny revealed that the scope of the work of construction 

had been expanded to include additional classrooms, residences and for 

augmenting the capacity of the Auditorium. Fresh designs from the Architect 

were awaited as of July 2009. The Mission, meanwhile, continued to incur 

annual expenditure of Rs. 29 .18 lakh towards rental payment for the Centre 

and residential accommodation. 

~~?~~~tti!m~~1~D1 

The PAC in their 108\'1 report (1987-88) and 51st report (2007-08) and 

Standing Committee of Parliament on Ministry of External Affairs in its report 

of June 1998, emphasised the need for gradual replacement of rental 

expenditure with sound investment in suitable properties and emphasised 

construction on available plots to avoid imprudent expenditure on rentals. 

Audit scrutiny revealed that the Ministry purchas~d two plots for the 

construction of Residence of High Commission of India, Abuja and chancery

cum-residence building in the year 1990 and 1991, respectively, with lease 

period of 45 years. It was noticed during audit that despite payment of 

consultancy fee of Rs. 25.82 lakh up to May 2009 and ground rent of Rs. 7.20 

lakh up -to December 2008 and protracted correspondence between the 

Ministry and Mission, the Ministry could not decide the scope and design of 

the qonstruction work even after lapse of a significant period of 18/19 y~ars 
out of the leased period of 45 years. 

The following reasons led to the delay: 

(i) No action for construction on the plots was taken by the Mission/ 

Ministry till June 2001. 

(ii) Even after initiating the process of construction of the project in June 

2001, Ministry took two and a half years, for reasons not on record, to appoint 

a consultant (January 2004) for preparation of the plan, drawings, construction 

and for management services at a consultation fee of five per cent of the 

tendered cost/estimated ccist of construction. 

(iii) Ministry/Mission neither prescribed any time limit for the consultant to 

e submit the designs nor included a penalty clause for unreasonable delays. The 

consultant submitted the designs after more than two years in March 2006. 

99 



Report No. 9of2010-11 

(iv) The bids were obtained in December 2006 and a time line was drawn 

in April 2007 according to which, the project was to commence in July 2007 

and completed by July 2008. However, due to non fi nal isation of the scope of 

work, the bids expired in April 2008. There has not been any progress 

towards construction of chancery bui lding and residential accommodations on 
the plots since April 2008. As of February 20 I 0, the proposal of construction 
of HOM's residence and other residences was under the consideration of the 

CNE. 

Lack of planning, focus and indec isiveness on the part of the Ministry resu lted 

in continued idling of the plots and avo idable annual expenditure of Rs. 1.22 

crore towards rentals of chancery building and residence of High 

Commissioner. Further, inordinate delay in the projects may cause heavy 

escalations of costs and even revocation of allotment by the loca l Govern ment. 

6.8.3.5 Damascus (Syria) 

A building having a floor area of 368.25 sq. metre was purchased for chancery 
of Damascus in 1978 for Rs 50.26 lakh . The Chancery was shifted to a new 

building in June 2003. The idling of old building since then was pointed out 

in Comptroller and Auditor General's Perfo rmance Aud it Report no. 17 of 
2005 on Property Management by MEA. 

The Ministry, in September 2006 submitted to the PAC that they were 

exploring the feasibility of using th is bui lding as a Cultural Centre as the 
building was not found to be suitable for residential purpose in view of its 

location in the commercial area. The PAC in their 5 151 Report (2007-08) -14th 

Lok Sabha, recommended that the Ministry should list out all the properties 

lying vacant for long periods and prioritise the same for prompt disposal. 

In the A TN on the report of the PAC, the Ministry stated (February 2008) that 

the plot would now be used for construction of residences of officers. The 
PAC subsequently recommended in their 75th Report (2008-09)- 14th Lok 

Sabha that MEA should not further dither in the matter and shou ld formulate 

an action plan fo rthwith for timely disposal of vacant properties. 

Audit scrutiny revealed that the Ministry had approved a panel of seven 

architect fi rms in May 2008 with the time schedu le of July 2008 for 
submission of final proposal for architectural/ design plans. However, the 
Mini stry had not selected any architect for the work as of January 20 I 0. 

Further, no time frame had been drawn to uti lise this building as 

recommended by the PAC. Resultantly, the property had been lying idle since 
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June 2003 and the Mission had been continuing to pay rentals for the 
residences of the officers/officials. 

RecommeIIul\ati.mn: 

Ministry needs to frame time bound plans for completion of the projects to 
avoid inordinate delay. 

~lll-liiiI~l~-'B:~lili\'\tJBl;~!~i»}~~~l~iflltml\ii~Ifi 
(fi).8.4.1 Embassy of India (EI), Washington DC, invited quotations 

(January 2006) for renovation/repair of ceiling of the Chancery-I building. The 

Mission received three bids (US$ 163,770, 155,614 and 70,350) between 

January and March 2006. The Mission while expressing confidence over the 

capability of the first lowest agency, sought Ministry's approval. The Ministry 

approved the lowest offer on 17 May 2006. 

Though the contract was signed ori 18 May 2006, the contractor expressed (25 

May 2006) his inability to exec~te the work due to delay in accepting the 

tender, invoking clause 6 of the contract. Clause 6 of the contract provided 

that either party with written notice could terminate the agreement should the 

other party fail substantiaUy to perform in accordance with the terms of the 

agreement through no fault of the party initiating the termination. The Mission 

conveyed (31 May 2006) the above facts to the Ministry with recommendation 

to accept the second lowest offer and the Ministry approved (14 June 2006) 

the same. The work was completed on 22 September 2006. 

Audit scrutiny revealed the following flaws in contract management: 

(i) The contract did not contain any provisions regarding the validity 

period of the rates, security deposit by the contractor and penalty to be 

imposed in case of breach of contract As a result, the lowest contractor 

could freely opt out of the contract on the grounds of unworkable rates 

due to delay, after signing the agreement. 

(ii) Since there was substantial difference in the rate of first and second 

lowest bidder, the Mission should have properly determined the 

reasonability of rates before acceptance of L 1 offer and also should 

have explored the possibility of re-tendering to g_et more competitive 

rates before awarding the work to L2 bidder. 
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Failure of the Mission to incorporate suitable safeguards in the contract 

resulted in avoidable extra expenditure of US$ 85,264 (Rs. 39.4 1 lak.h39
). The 

case also highlights that the Mission has no system for determining 

reasonability of rates before award of contract. 

The Mission replied (February 2008) that the matter was being reviewed. 

Further reply was awaited (Jul y 2009). 

Recommendations: 

•:• Missions should incorporate suitable safeguards and penal provisions 

in the agreement with contractors. 

•:• The Mission hould put in place a proper system of determining 

reasonability of rates to avoid acceptance of unworkable rates and also 

the rales that are too exorbitant. 

6.8.5 Non-fixation of rental ceiling for hiring of residential 
accommodation 

Para 4(2) of Annexure-X to the Rules stipulates that the Mission/Post should 

hire accommodation within the rental ceiling prescribed by the Ministry for 

various categories of its officers/staff. As per item No. 20 (III) (3) of the 

FPGOlRA, in case where the rental ceiling has not been fixed, HOM/HOP has 
full powers to hire accommodation initial ly subject to the rent not exceeding 

USO 1426 per month. Further, Para 4 ( 18) (i i) of Annexure-X prov ides that 

the Missions for which rental cei lings have not been prescribed should 
in variably forward all proposals with complete details in the prescribed pro

forma showing rental of the proposed accommodation and the reason why it is 

in excess of the existing operative cei li ng. 

(i) Scrutiny of records revealed that the Mini try has not fixed rental 
ceiling in 1340 Missions/Posts. In the absence of rental ceiling, the Missions 
continued to hire accommodation on the basis of rent initially sanctioned by 

the Ministry for a similar ranking officer. This practice cannot be deemed to 
substitute the provisions for fixation of rental ce iling as the Ministry's decision 

of sanctioning rent is case-specific, depending upon circumstances prevailing 

at that point of time, which may not be appropriate or hold good for future 
reference. Given the fact that the substantial expenditure is being incurred on 

hiring of accommodation, there is a need for instituting controls by fixing the 

39 worked out at the exchange rate of September 2006 (US$ I =Rs.46.22) 
40 Helsinki, The I lague, Lisbon, Vienna, Dublin, Berne, Geneva, Ottawa, Toronto, San 
Francisco, Chicago, Brasilia and Peru 
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rental ceilings for the leased accommodation in respect of various categories 
of officers/staff. 

(iii) EI Helsinki(April 2006), The Hague(March 2004) and 

Vienna(April 2003) had taken up the matter for fixing ceiling limit with 

the Ministry. The Ministry's approval was awaited in all these cases. EI 
Berlin(June 2008) had taken up the matter with the Ministry for regularisation 
of excess expenditure incurred in excess of the ceiling limit fixed by the 

Ministry. EI Lisbon stated that it was not possible to fix the rental ceiling as 
the rent was increased as per the increase in coefficient published by the local 
Government, which would necessitate revision of ceiling every year and the 
sanction of the Ministry thereof. Replies of the El Dublin and PMI Geneva were 
awaited. 

(ifu1) In absence of rental ceiling fixed by the Ministry, the Missions/Posts at 
Ottawa, Toronto, San Francisco, Brasilia and Peru hired accommodations 
beyond the delegated powers of HOM in 3241 out of 47 cases. 

HCI, Ottawa and the Posts at San Francisco replied that they have taken up the 
Matter with the Ministry for fixing rental ceilings. Replies from Toronto, Peru 
and Brasilia are awaited. 

(Jiv) In PMI Geneva, it was observed that rent for the hired accommodation 
exceeded prescribed financial powers of the HOM (USD 1426 per month) in 39 

out of 42 hired accommodations (93 per cent). However, PMI, Geneva had not 
obtained approval of the Ministry in respect of 36 accommodations as 
required by Para 4 (18) (ii) of Annexure X to the Rules . 

.!Recommel!Ildalbion: 

Ministry may fix Mission-wise rental ceiling for all categories of the officers. 

~?m~~I--lilil~~iiilllillWm~l!1~Ml~t~mm~1•911 
6.8.6.]. As per item 20(1)(5) of Schedule I of FPGOIRA, 
HOM/HOP was empowered to incur expenditure towards payment of agent's 
commission up to one month's rent subject to a ceiling of 2.5 per cent of the 
total rent payable during the period of lease. Further, the expenditure on 

agent's commission should be shared equally between the Mission/Post and 
the landlord as per normal practice. 

41 
Ottawa (4/6), Toronto (4/4), San Francisco (14/14), Chicago (5/10), Peru (2/6), Brasilia 

(3/7) 
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6.8.6.2 Audit scrutiny revealed that EI Vienna and Berlin (April 

2007 to December 2007) incurred unauthorised expenditure of Euro 

1194942 (Rs. 7.53 lakh)43 beyond the delegated powers of HOM/ HOP 

towards payment of agent ' s commission. 

El Vienna stated (April 2009) that it has noted the audit observation. El 

Berlin stated (July 2008) that it has sought approval of the Ministry for 

regularisation of the excess agency commission. 

6.8. 7 Non-refund of security deposit 

6.8.7.1 As per item 20(III)(7) of FPGOfRA, HOM/HOP have been 

empowered to make payment of refundable security deposit equivalent to 

two month's rent. The instructions, of March 2004 inter-alia, provided that 

either the payment for the last month/quarter should not be made in 

advance or payments be made in such a way so that the security deposit is 

duly adjusted after giving notice of termination of the lease. 

6.8.7.2 In four44 Missions, it was observed that they failed to 

obtain the refund of the security deposit of Rs. I 0.5745 lakh paid to the 

landlords despite dehiring these accommodations between September 2005 

and February 2008. 

El, The Hague stated that recovery of Rs. I. 13 lakh has been effected. El 

Bucharest, Dublin and Paris stated that matter of refund of security deposit has 

been taken up with the landlord/agency. 

Recommendations: 

The Missions may 

•!• vigorous ly pursue with the landlords to get refund of security 
deposits; and 

•!• explore the possibi lity of inserting a clause in the contract wherein 
the security deposits are adjusted against the rent payable during the 
notice period. 

42 El Vienna (Euro 4774) El Berlin (Euro 7 175) 
43 worked out at the official exchange rate of March 2009(Euro I =Rs.63 .0 I) 
44 Bucharest, Hague, Dublin, Paris and Rome 
45 

Rs. in lakh at the official exchange rate o f March 2009 - Bucharest (1.97), Dublin (1.29), 
Paris (5.80) and Rome ( 1.5 1) 
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Omndunsfol!ll 

Despite assurances to the PAC, the pace of construction of projects . on 

acquired land by various Missions abroad continues to be a cause of concern. 

There were substantial delays in construction in the case of five Missions 
ranging between 16 to 45 years, resulting in both idling of funds and 
consequent cost escalation; · The Missions continue to incur avoidable rental 

expenditure towards hiring of residential/official accommodation. 

Audit also noticed expenditure 011 repair and maintenance of buildings being 
incurred by the Missions in excess of the powers delegated to them. Instances 

of non-fixation of rental ceilings and non-adherence to norms for hiring of 

buildings point to the need for the Ministry to address the issue by enforcing 

the rules and orders issued in this regard. 
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Annex-I 

(Referred to in pa ragraph No. 6.2.2) 

Details of extra expenditure incurred by 30~6 Missions/Posts on purchase of full fare economy tickets for their officials and famiJy member s during 
home leave, emer gency passage and temporary du ty 

No.of Amount of Air Air fare based Extra Expenditure Comparison of full fare 
Type of journey officials/family fare paid by the on cheapest (in Rs.) expenditure viz cheapest 

traveling Mission/Post (full fare (in Rs.) fa re (number of times) 
fare economy 

ticket) (in Rs.) 

Home Leave Passage-PDA , London 569 130988263 27058909 103929354 4.8 

Home Leave Passage-PDA, Washington 263 93013 776 23674394 69339382 3.9 

Home Leave Passage-Total 832 224002039 50733303 173268736 4.4 

Emergency Passage-PDA, London 80 155252 13 378756 1 11 73765 1 4. 1 

Emergency Passage-PDA, Washington 49 16066660 4245 159 11 82 1501 3.8 

E mergency Passage-Tota l 129 3 1591873 8032720 23559152 3.9 

T emporary Duty-PDA, London 48 86931 08 2029972 6395283 4.3 

Temporary Duty-PDA, Washington 13 5423047 1087157 4335890 5.0 

T emporary Du ty-Total 61 1411 6155 3117129 10731 173 4.5 

Tota l Expenditure and Difference 1022 269710067 61883153.2 207559062.4 4.4 

46 El Moscow, HCI, London, El, Paris, El, Budapest, El, Berne, El, Athens, El, Warsaw, El, Oslo, El, Bucharest, CG!, Frankfurt, El, Helsinki, CG!, Edinburgh, El, 
Belgrade, El, Dublin, El, Vladivostock, El, Copenhagen. El , Zagreb, CGl, Milan, EOl/Bogota, EO!/Brasilia, EOl/Buenos Aires, EOl/Sao Paulo, EO!/Panama, 
EO!/Kine.ston, CG I/Houston, EOl/Mexico, CGIN ancouver, HCI/Port of Spain, CG I/Ottawa, EO!/Paramaribo 
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Arrmex-illl 

(Refened to in pangn-apltn No. 6.3 (ill & iv)) 

Water leakage from the roof in dining area from the 
1----1--==-=-=-=-~-=-.::.c:L----+-----o-----c----1 upstairs apartment (converted flat 9-10), water 

dripping from the electrical bulb point, thereby 

107 

severely impairing the living conditions and safety 
of occu ants. 
Severe damp problem; successive water leaks° from 
upstairs apartment (converted flat 3-4); multiple 
leaks in the water pipes under the floor that damaged 
the shoes, paintings and other personal belongings 
stored in -the apartment; water dripping next to the 
gas and electricity meters; wet walls and wiring; 
rusted radiator pipes; bloated flooring etc. The 
a artment is uninhabitable and lying vacant. 
Major leakage from unconverted flat 5 and 6, severe 
damp in the walls and fungus problem. The problem 
of damp from converted flat 1-2 spilled over into flat 
3-4. 
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Annex-ill 

(Referred to iln paragraph No. 6.4) 

l Details <lf excess payments pending recovery 

2004-05 f() 2009-10 ~ 

I 
I. 
; 

.. ( 
I 

1. Moscow 
I 

2004-05 2.76 
2. Dar-es-Salaam 5.20 
3. Port Liousi 1.09 
4. Argentina l 1.85 

2005-06 
5. Rome 0.29 
6. Sana 0.16 
7. Tunis 0.21 
8. Antananarivo 0.38 
9. . Mahe 6.11 

2006-07 
10. Athens 0.16 
11. Madrid 1.53 ·~ 

12. Durban· 0.10 
13. Mombassa 

I 

0.22 
14. Kandhar 0.14 
15. Canberra 0.17 

2007-08 
16. Hague 0.76 
17. Ulaanbaatar 0.38 
18. Hongkong! 2.15 

I 2008-09 
19. Vladivostok 0.31 
20. Frankfurt i 0.57 
21. Dar-es-Salaam 0.33 

!. 22. New York: 0.46 
I Ii, 23. Brasilia 0.13 

24. Washington 0.39 \: 
2009-10 

25. Sydney 1.19 
26. Antananariyo 8.85 
27. Canberra 3.46 

~ 

28. Ottawa 1.00 

i, /, 
Total 7.95 10.5 4.74 1.09 5.96 10.U 
Grand Tota,l 40.35 'I' 

I I 
I ! I 
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An1111ex-JIV 

(JRefenerll to in paragrapslln No. 6.5) 

Recoverlies effected li1111 respect ofMlissi.o1111s/Posts all: tllne fumsta1111ce of Hrlllit 

EOI*, Belgrade 

2 HCI, London 3 

3 EOI, Astana 
4 EOI, Moscow 
5 EOI, Madrid 2 

6 EOI, Helsinki 1 
7 CGI, Edinburgh 2 

8 EOI, Yerevan 2 

9 EOI, Berlin 
.17 

1 EOI,Rome 3 

2 PMI, Geneva 

3 EOI, Bucharest 
5 

2008-09 
1 HCI, London 2 

2 EOI, Zagreb 2 

3 EOI,Prague 2 

4 EOI, Berne 
5 CGI, Frankfurt 
6 EOI, Dushanbe 
7 EOI, Belgrade 3 

8 EOI, Moscow 

9 EOI, Kiev 

10 EOI, Astana 
11 EOI, The Hague 2 

• EOI - Embassy of India 

293668 

172619 

20984 
37757 
63214 

28712 
84275 

35859 

35450 
772538 

210931 

58715 

18610 
288256 

2425771 

57345 

36619 

76815 
21228 
22928 
89599 

11442 

11642 

72679 
46500 

One per cent of Tuition fee, irregular reimbursement of taxi 
fare, excess payment of daily allowa:Qce and non-recovery of 
electrici , water and fuel char es. ' · 
Overpayment during preparation time, excess payment of 
representational Grant and irregular payroent of maintenance 
allowance. 

Recovery of transfer passage( air fare) and recovery of excess 
reimbursement ofbab sittin char es. 

local 

Recovery of excess telephone call charges, recovery of one 
percent of the tuition fee and recovery of irregular expenditure 
incurred by the Mission towards visit of the. Ambassador of 
Berne to Rome. 
Recovery towards excess reimbursement of additional cost of 
car msurance. 
Excess a ent of Re resentational Grant. 

Non-availing of discount on Air India tickets and refund of 
excess a ment of dail allowances. 
Recovery of excess payment to the gardener and recovery of 
inadmissible as char es for non-heatin season. 
Recovery of excess payment of daily allowance and incorrect 
com utation oflncome Tax and Additional Forei Allowance 

Recoveries on account of excess reimbursement of additional 
cost of· car insurance, towards heating charges at Embassy 
residence and excess tele hone calls from residence. 
Recovery of unauthorized expenditure on residential 
tele hones. 
Inadmissible payment of various allowances to defence 

ersonnel. 
Refund of IDS b the Mission. 
Excess payment of pay and allowances during Home Leave, 
recove of excess residential tele hone call char es. 
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5 

15 EOI, Helsinki 1 
16 HCI, Pretoria 3 

17 EOI,Doha 2 

18 EOI, To 0 

19 EOI, Bo ota 
20 CGI, Toronto i 

21 EOI, Washington 1 
22 PMI, New York 1 
23 EOI, Panama 2 

24 CGI, Houstop. -3 

25 EOI, Brasilia i 

26 HCI, Port of S '. am 

'fota[ 42 

Giralllldl tota[ 64 

77185 
81558 

21366 

464161 
31666 
17790 
43245 
14885 
22809 

43675 

75189 
187568 

4167681 

5228475 

52.28 Raklll 

Recovery of damages of leased residence, recovery of excess 
expenditure towards purchase of air tickets, erroneous slab 
deduction, Recovery of Electricity and Water charges, 
Recove ofEWF char es. 
Recove of Tuition Fee. 
Recovery of foreign allowance in lieu of transportation 
charges. 
Recovery of_ excess reimbursement of additional cost of car 
insurance. _ 

Inadmissible payment on account of transfer TA and 
incidentals durin home leave. 
Overpayment of daily allowances, non-receipt of refund from 
Air India. 
Refund of demurrage char es. 
Refund of unused ortion of Air Ticket. 
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. Fafillllllte l!llf'tl:Hiie Mil!llnstiry fo emm1re m.igiratimn @f c@mpliete «llafa Jfrnm §fate 
Fl!llo«l! Testing Lal!JDrntories fo tlhle com1pmteirnsed system. l!nas :resulltecll Jil!Il 
noJ111-adnnevemeJrnt @f @b]edives of esfabUslbnlJIBg cl!llmmllllnRcati.mn l!Iletwo:rlk 
betweelill the F@od! regunlatrnry agend.es a1111d tllne fabornfol!"ftes eve1111 aJfteir 
tllnree yeairs of tine scllnedllllled date illlf com.plietimn. Tlb.e e({j[ulipmeimt wmrtl!n 
Rs. 2.79 crnre is iyihmg itdlle at NIC, New Dellllmi alIIlidl inn State labornfo:riies at 
diffe1reilllt focatioims. 

Under the World Bank assisted Food and Drugs Capacity Building Project, the 
Ministry entered into a contract with Mis HCL Info Systems in July 2006 for 

establishment of a computerized Management Information System at a cost of 
Rs. 3 .45 crore. The system was intended to enhance information flows and 
coord1nation between the Central and State regulatory agencies. The data 

collected across the testing laboratories and State Food Control Organistions 
was to be centrally stored, collated, analyzed and presented in an appropriate 
form to different authorities in the Food Control Organization on a need to 
know basis. 

The project envisaged networking of 105 locations1 across the country. ][n 

terms of the agreement, HCL was to provide application software, hardware 

for server, input/output devices and computers. H was also responsible for 
maintenance of the system hardware and software. The main data centre for 
operation ofthe project was located at NIC2

, in Nirman Bhawan, New Delhi, 

while the Prevention of Food Adulteration (PF A) Headquarters at Nirman 
Bhawan was designated as the administrator for operation of the system. In 

terms of the agreement, the project was to be completed within six months of 
its commencement i.e., by December 2006.3 

The implementation of the project depended on the successful migration of 
data maintained manually by various food laboratories and its regular updation 

1 Prevention of Food Adulteration (PFA) Headquarters, Nirman Bhawan, State PFA, 
Central/State Food Labs, Primary Health Organisations, National Institute of Nutrition, 
Hyderabad and Central Food Technological Research Institute, Mysore 
2 National Informatics Centre 
3 The period has been reckoned from the date of signing the agreement in July 2006 
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on to the computerized system for the benefit of the users. Audit examination 

disdosed that, as of December 2009, out of an estimated volume of 2,40,000 
test rei)orts pertaining to Central/State food laboratories, only 80,_000 reports 
(33 pe~ cent) had been migrated. The reasons for non-migration of the entire 

data ~ere attributed to non-furnishing of the data. by the state food 
laboratpries. The Ministry however was not aware of the reasons for the State 

laboratories not furnishing data to the computerised MIS Centre. This 
indicatrd lack of adequate monitoring by the Ministry to ensure timely 
implementation of the project. Due to non-migration of data in respect of 
large riuniber of labor~tories, the system co~ld not be fully oper~tionalised 

. . I . . . " . ~ . 

even after more t4an three years. of the launch of the project. Meanwhile, the 

server ~hich had earlier been i~stalled at NIC, Nirman Bhawan, was shifted to . 
. - . . . 

anothe:i; location due· to shortage of accommodation. The Central Server and 
the ha~dware installed in the State Food Laboratories were lying 'idle as of 

August 2009. 
. ' 
Audit further found that the agreement with Mis HCL provided for payment of 
15 per cent of the lump sum amount of Rs. 3 .45 crore . evenly over the 

mainte~ance period of three years which was to commence after final user 
acceptance. The Ministry, however, released payment of Rs. 20.10 lakh on 

pro-rata basis towards maintenance charges without ensuring fulfillment of the 
terms Of the agreement. The failure of the Ministry to include warranty clause 
in the agreement was also detrimental to safeguarding its interests and also 
violated Clause (xvii) of Rule 204 of General Financial Rules, 2005. 

I . . 

The Ministry admitted in December 2009 that only about one third of the 
I . . . 

reqUJisite data had- been . migrated. It also stated that the question of 

reinstallation/reconfiguration of the system with restored database . and the 
authority that was to operate the system was under active consideration of the 
Ministry in consultation with the Food Safety and Standards Authority, which 

was now in-charge of all food safety matters, 

The reply underscores the need for the Ministry to immediately resolve the 
issues ~and review the modalities involved · in convergence with the state 

labora~ories, HCL and NIC so that the project that has been stalled and badly 
defaye~ could be revived. Delay in completing the project also poses a risk of 
the existing . equipment involving an investment of Rs. 2. 79 · crore becoming 

I 

obsolete/phased out with a possibility of the· Ministry having to incur extra 
expenditure on its replacement and reinstallation. 
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At tll:D.e itnsfallllce of Amdlitt, the Ministry recovered it1111terest of JRs. 3.35 CJrl[J)l!"e 
mn f1unmds of Rs. 49.55 crnire prematmreRy relleaseidl illll Marcllll/Junly 2@06 to 
Mis HSCC for procuniremel!llt of ARV cllrngs. 

The Ministry·entered into an agreement with Mis HSCC
4

, a Government of 

India undertaking, in January 2005 for procurement of ARV
5 

drugs for World 
Bank aided HIV/AIDS6 control programme. In terms of the agreement, the 

Ministry was to release 100 per cent estimated· cost of drugs to HSCC on 

finalisation of orders with the suppliers. The cost of drugs was to be adjusted 
in the final bill/rendering of accounts after completion of indented supplies. 

Examination of records disclosed that the Ministry released advance payments 

of Rs. 21.45 crore in March 2006 and Rs. 28.10 crore in May 2006 to HSCC 
for procurement of ARV drugs. As on 31 August 2009, HSCC had submitted 

the Statement of Expenditure (SOE) for Rs. 48.86 crore and SOE for the 

balance amount of Rs. 0.69 crore was awaited as of December 2009. 

Release of 100 per cent estimated cost of the drugs as interest free advance 

had resulted in idling of unutilized funds ranging :from Rs. 49.55 crore to 

Rs. 0.69 crore during the period from April 2006 to August 2009. HSCC 
earned an interest of Rs. 3.35 crore on the unutilized balances up to March 

2009. 

The Central Vigilance Commission's guidelines issued in January 2002 for 
improvement in the procurement system stipulate that the advance payment 
made to the contractor should be interest bearing so that the contractor does 

not draw undue benefit from the advance payment. However, the agreement 
with· HSCC did not provide for payment of interest on the advance amounts 

placed with them. 

Further, as per the temis of payment under the General Conditions of Contract 
between HSCC and the supplier, advanc~ payment of only 10 per cent was to 
-be provided to the supplier by HSCC. Thus the action of the Ministry . to 
include a clause for 100 per cent interest free advance to HSCC in its bidding 
document was in contravention of eve guidelines and also not in conformity 

with the standard terms of agreement between HSCC and supplier. 

4 Hospital Services Consultancy Corporation 
5 Anti Retro Viral - ·.• · · 
6Human Immunodeficiency Virus/ Acquired Immune Deficiency Syndrome 
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The Ministry in its reply in October 2009 stated that the contract agreement 

did not include any clause with regard to interest earned on the advances 

transferred to HSCC. This c lause has, however, been included in all PSA 

contracts entered into subsequently. However, on it being pointed out by 

Audit, interest of Rs. 3.35 crore earned by HSCC on the advance amount of 

Rs. 49.55 crore up to March 2009, was refunded by HSCC to the M inistry in 

January and October 2009. 

National lnstitute of Communicable Diseases 

7.3 Delayed supply of equipment 

Failure of the Ministry to ensure timely supply of ventilators through 
HSCC which was of emergent nature resulted in intended objectives 
remaining unfulfilled. Further , the Ministry prematurely released 
advance payment of Rs. 5.53 crore to HSCC even before an agreement 
was entered into by the latter with the supplier. The advance paid was 
much in excess of the value of goods procured. The unadjusted 
advance of Rs. 1.57 crore is vet to be recovered from HSCC. 

The Ministry, as a measure of preparedness against Avian Influenza, decided 

in January 2008 to procure I 00 ventilators for NICD7 through HSCC8 on 

limited tender basis. HSCC completed the technical and preliminary 

commercial bid eva luation process in March 2008 and requested the Ministry 

for an advance payment of Rs. 5.53 crore, determined on the basis of a s imi lar 

procurement made in the year 2006. This included the consultancy fee of 

Rs. 18.62 lakh charged by HSCC @ 3.5 per cent. 

Audit found that the Ministry made an advance payment of the entire 

estimated cost of equipment of Rs 5.53 crore, including consultant 's fee in 

March 2008 even though the procurement order had not been placed by HSCC 

with the supplier. HSCC placed orders with supplier in June 2008, with the 

stipulated date of delivery as September 2008. 

Audit noticed that the Ministry did not ensure timely de livery of the 

equipment despite this being an emergency procurement. The equipment was 

delivered in May 2009 more than eight months after the scheduled date of 

delivery. Whi le l 0 venti lators had not been installed as of August 2009, the 

remaining had been insta lled between May 2009 and August 2009. 

7 National Institute of Communicable Diseases 
8 Hospital Services Consul tancy Corporation (A GO! enterprise under the aegis of Ministry of 
Health and Family Welfare) 
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Audit examination further disclosed that the price bids of three techrio
commerciaHy qualified bidders were opened in May 2008 and the price quoted 
by the lowest bidder was Rs. 3.96 crore i.e. Rs. 1.57 crore less than the 

advance payment made. 

Further, according to the notifieation of award of contract by HSCC to the 

supplier in June 2008, 80 per cent of the invoice value was to be paid within 
30 days of documentary proof of receipt of invoiced goods. The balance 20 
per cent was to be released within 30 days. of receipt of a report on the 

satisfactory installation and commissioning of the equipment from the 
. 9 consignee. 

The decision of the Ministry to release advance payment in excess. of the 
actual amount and well before . the award of work by HSCC to the supplier 

resulted in idling of funds of Rs. 5.34 crore (Rs. 5.53 crore- Rs. 0.19 10 crore) 
with consequent interest impa~{~f Rs. 46 lakh11 during the period from April 
2008 to April 2009. . · 

The Ministry must recover the excess advance of Rs'. 1.57 crore lyin,g 

unutilized with HSCC along with interest of Rs. 21.98 lakh earned by it on 
unspent balance. Ministry must also ensure that its procurement policy and 
procedures are consistent with General Financial Rules in the matter of 

tendering and payment of advance to the contractors. The rate of co~ission 
paid to HSCC in such cases should also be reviewed and revised downwards. 

The matter was referred to the Ministry in September 2009; their reply was 

awaited as of March 2010. 

§_lfillmfilm~j]§ilm 

~t~'iiltll~!J;&l~lb:filtill~Jli1B1llilt~ 

N oliMnvafillftllllg l[])f tlbte lbel!llefn11: l[])f exemptfoirn frl[])m sell"vice fax Ilfalbiilify 11l!Illldell" 
t.i:ne sfatllllfoiry proviisfoJIBs of the JFftnnam.~e Ad by Safdairjumg Hospifall Xecll to 
ftll"regunfall" paymennt of seirviice fax al!lld! educatfonn cess aggregatiillllg Rs. 22.63 
Ilallffi idl11llrfing the period from November W«lll5 to Jume 2«»09 foir dealllliing 

. se:rvices ireceiive<ll frl[])m Mis BVG :H:im<llfa JLtidl. 

9 NICD in this case. 
1° Consultancy fee@3.5% ofHSCC 
11• Worked out at the borrowing rate of 8% of Government of India (Source: Economic 
Survey) 

115 



Report o. 9of2010-1/ 

Safdarjung Hospital entered into an agreement with tv1/s BVG12 India Limited 

in September 2006 for providing conservancy/ housekeeping services in its 

two wards 13 including pest control serv ices for a consol idated amount of 

Rs. 5.96 lakh plus taxes per month . 

As per the statutory provisions of the Finance Act, 2005 cleaning services 

were included for levy of serv ice tax on 'cleaning activity' from 16 June 2005. 

However, pest control services and c leaning services in relation to non

commercial buildings were specifically excluded from the ambit of service 

tax. 

Examination of records disclosed that the contractor Mis BVG India Limited 

had been charging service tax and ce s thereon at the prescribed rates on the 

c leani ng and pest control services from Safdarjung Hospita l. The Hospi tal 

being a non-commercia l build ing was not liable to pay service tax on c leaning 

services received by it. 

Thus, fai lure of the Hospital authorities to correctly apply the provisions of the 

Finance Act, 2005 resulted in unnecessary payment of service tax and 

education cess of Rs. 22.63 lakh to Mi s BVG India Ltd. during th e period 

ovember 2006 to June 2009. 

The Hospital may take immediate steps to recover the service tax already paid 

and stop further payment of service tax to the contractor. 

The matter was referred to the Ministry in September 2009; their reply was 

awaited as o f March 20 I 0. 

Medical Stores Organisation 

7.5 Supply of medicines on unlimited credit period 

Supply of medicines on credit basis by the Government Medical Stores 
Depots to various client departments and institutions resulted in 
accumulation of outstanding dues of Rs. 88.34 crore covering the period 
from 1975 to 2009. 

The Government Medical Stores Depots (GMSDs), at Chennai, Guwahati, 

Hyde rabad, Kamal, Kolkata and New Delh i, working under the control of 

Medical Stores Organisation (MSO), ew Delhi are engaged in procurement 

and supply of medicines and medical stores required by hospita ls/dispensaries 

12 Bharat Vikas Group Company 
13 Bums, Plastic Surgery & Maxillofacial Depll. and Casualty ward 
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run by the Central and State Government departments and local bodies. 
GMSDs run on 'no profit no loss basis' and charge actual cost of procurement 

-plus 10 per cent departmental charges. 

Mention was made in Paragraph No. 5.1 Report No. 14 of 2008-09 of the 
Comptroller and Auditor General of India on the unrestricted supply of 

medicines on credit basis by GMSD, Mumbai to various client departments, 
resulting in accumulation of unrealized dues of Rs. 19.73 crore over a period 

of 18 years· from 1990 to 2008. No Action Taken Note (ATN) has been 
submitted by the Ministry indicating remedial measures taken for recovery of 

these outstanding dues from the defaulting hospitals and institutions. 

Subsequent audit scrutiny of the records of the MSO, New Delhi in September 
2009 disclosed that supplies to Central and State Government hospitals & 

dispensaries and non-government departments were made on credit basis. The 
client departments were to make payments within the financial year· of 
purchase. As on 31 March 2009, Rs. 88.;34 crore remained to be recovered 

from various organizations that had received supplies on credit basis during 
the period 1975 to 2009. The GMSDs wise position of outstanding dues is 

given below. 
Table-1 

Chennai 324 55 1032.44 544.51 

Guwahati 237 210 218.95 98.46 

H derabad 41 - 18 1982.28 1111.44 

Kamal 340 111 251.10 5.17 

Kolkata 224 58 2201.56 .429.84 

New Delhi 59 55 3147.81 2762.19 

Total 1225 507 8834.:1.4 411Ji5]_.6:1. 

This indicates that nearly 41 per cent of the indenters were defaulter~_ and 
56-.05 per cent of the arrears were outstanding for more_ than five years. 
Further breakup of the outstanding dues pertaining to various types of 

indenters is given in Table-2. 
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Tab!e-2 

Outsfan«llillll.g dues a-gainst various types of iml!enteirs 

Chennai , 37 412.36 431.00 152.08 
Guwahati 50.17 151.40 17.38 
H derabad 48.42 478.42 1411.03 44.40 
Kamal 96.72 144.86 ·- 9.51 
Kolkata : 36.36 949.30 1215.90 . 
NewDellii 1172.50 785.72 1189.59 

To11:alli 1441.ll/ 2777.2 4409.76 152.@8 53.91 
mllts1i:amllft1m 
lPe1r ce1mt~ 16.31 31.44 49.92 Jl.72 @.61 

*Figures irldicate percentage amount out_standing against the indenter types 

The major defaulters with outstanding dues exceeding Rs. 1 crore are detailed 
inAl!me:X-:n:. 

As per the MSO Manual, for supplies to non-government institutions and local 

bodies, ~he payment has to be received in advance in the form of pre-deposits 

to adequ,ately meefthe cost of stores plus appropriate freight charges. The fact 

that outstanding dues of an amount of Rs. 2.06 crore pertained to the non

govemll!-ent institutions and local bodies, indicated weak safeguards to ensure 
interest Of the concerned GMSDs. 

Audit o~served that MSO Manual does not specify the terms of payment 

applicab~e in case of medical stores supplied by GMSD to state government 

hospitals and dispensaries. In October 2008, however, MSO issued a1;1 order 

stating that from the year 2009-2010, requests of indenters not under the 

control of the Ministry of Health & Family Welfare would not be entertained 

if their ~utstanding dµes were not cleared before the placement of the _indents. 

Effective acti9n needs to be taken by GMSD and the Ministry to ensure that 

outstanding dtles are cleared promptly by the state governments, local bodies 
and priv~te institutions. 

I 

The matter was referred to the Ministry in Dec!!mber 2009; their reply was 
awaited ~s of March 2010. 
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Arin ex-I 

(Referred to in paragraph No. 7.5) 

Llist of major defaulters 

Andaman & Nicobar Admn .. Port Blarr 
Co oration of Chennai 
CGHS, Tamil Nadu 
Assam Govt. 

DHS, Port Blair 
DHS,Bihar 
DHS, Orissa 
CGHS, Jai ur 
CGHS, Allahabad 
CGHS, Lucknow 
DHS, Bhuwaneshwar 
DHS, Bihar 
CGHS, Gole Market, New Delhi 

NlCD, New Delhi 

;-, 
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144 
890 
643 
115 
153 
104 
201 
148 
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( CHAPTER VIII : MINISTRY OF HOME AFFAIRS ) 

Central Reserve Police Force 

8.1 IT audit of SELO system of Central Reserve Police Force 

Highlights 

;.;... Despite incurring an expendi ture of Rs. 50.70 crore on the 

implementation of the SELO system of CR.PF, end users are not 

uti 1 izing most of the applications. 

CRPF does not have an IT policy or IT Steering Committee for 

implementation of the SELO system. 

Due to lack of requisite application controls in the software, the 

database had been rendered unreliable and incorrect. 

Inadequate logical access controls exposed the system to the risk of 

unauthorized access. 

8.1.1 SELO system 

Central Reserve Po lice Force (CRPF) is a Paramil itary force of the Union of 

India with the basic role of str iking reserve to assist the states/union territories 

in police operations to maintain law and order and contain insurgency. CRPF 

came into existence as Crown Representative's Police in 1939 and became 

Central Reserve Po lice Force on the enactment of CRPF Act in 1949. The 

Electronic Data Processing (EDP) Cell of CRPF was created in 1972 to 

computerize the payroll system of Non-Gazetted Officers (NGOs) of 20 

battalions. Later in 1985, pay rolls of Gazetted Officers (GOs) and GPF 

accounts of both GOs and NGOs were a lso computerized. 

In I 997, computerization plan of CRPF was conceived with the aim of 

introducing in formation technology in a comprehensive manner. Under the 

computerization plan, Ministry of Home Affa irs (MHA) awarded the 

development of integrated software named SELO (Service and Loyalty) to 

Mis NIIT at a cost of P.s. 1.39 crore in March 2000 to be implemented in a 

phased manner. The first phase of SELO was implemented by networking of 

1 14 CRPF offi ces from the level of office of the Director General to the Group 

Centre (GC) offices under Deputy Inspectors Genera l situated at 64 different 

locations over WAN through leased line connectivity in ti ve stages. MHA 1 

1 MHA-Ministry of Home Affairs 
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awarded the implementation work of Stage I to IV or SELO at 84 offices 
situated at 54 different locations, to Mis NIIT in July 2003 at a cost of 

Rs. 39.07 crore on turn-key basis which was completed in November 2005 

with warranty support or 3 years. In stage V, MHA further sanctioned 
implementation or the SELO project in 30 newly created offices of CRPF at 

an estimated cost or Rs. 10.24 crore in March 2007. Work at all sites was 

completed in October 2007 except GC, Bilaspur, wh ich was under progress 

(July 2009). A detailed plan for the second phase of implementation of SELO 
in executive battalions was yet to be worked out. 

Operational framework of Intranet SELO 

,)i 
;· 

DIRECTORATE GENERAL 

SECTOR HQ (OP 
ICOl'FICE 

RANCE HQ (OPS 
DIG OFFICE 

conattttd) 
BN(ytl 10 bt' 

SECTOR HQ (ADM 

GROU P CENTRES 

EXECUTIVE BN(yfl to be 
connttltd ) 

The objective of the ELO CRPF system was to develop an integrated system 

with latest art of technology. Key features of the system are: 

• It covers all functi onalities at DG, Sector headquarters, range 

headquarters, GCs and executive batta lions. 

• The developed software has web based environ ment and was menu 

driven. 

• The application contained a Mail and messaging system which act as 

internal e-mai l system in the CR PF. 

• 

8.1.2 

• 

A Decision support system (DSS) was also developed as per the 

requirements or users. 

Intended benefits of SELO 

Savings by way of reduction in manpower to the extent or Rs. 8.62 

crore per annum as envisaged in the proposa l of computerization of 

CRPF. 

12 1 
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Sayings due to efficiencies· ansmg in procurement axid inventory 
management envisaged at four per cent of the budgetary expenditure 

and optimal utilization of transport holding 

The softw'are covers the following modules: 

<iil lFlillilarnH1:e: Budget, finance, audit, TA/DA calculation, l,'fC, biU 
prep~ation, PAO, pension, advances, welfare schemes, funds~ library etc;;: 

I ' 

o lPeJrS([J)JIDJIDeil: Information relating to recruitments, transfers and. deputation 

of C~F employees, maintenance of ACRs (Administrative Confidential 
I . • 

Records) and Service Books and disciplinary and departmental enquiry 

cases. 

G IimveIIDt«Diry: Preparation, consolidation and approval of demand and tender, 

sanctipn and supply order, receipt/issue and maintenance of stock, 
1.· .. 

condemnation and auction process. 

o OJPlel!":inltiiolllls: Masters for various types of code li:namtenance, movement· 

and d,eployment and training of personnel, reporting of incidents and 
intelligence. 

o Payir~lill: Monthly salary sHps, GPF accounts and income tax calculations. 

Each mo~ule has mainly four functionalities i.e. master, transaction, reports 
and decision support system (DSS). 

An ff audit of the SELO system revealed the following:· 

Planning involves the determination of objectives and results, selection of best 
possible ~ourses of action for achieving the desired result, the time sequence 
of objectiyes and the resources required to perform the activities. The absence 

of a wen: defined and properly implemented IT policy increases the risk of 
project fi,tilure; Despite incurring an expenditure of Rs. 50.70 crore on 
computerization, CRPF is yet to formulate and document a formal IT policy 

and a long term l medium term ff strategy incorporating the time frame, key 
performance indicators and cost-benefit analysis for effective implementation. 
of the SE)LO. Further; the lack of a planning/steering committee with clear 
roles and: responsibilities to systematically monitor the implementation of 
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SELO for each functional area has resulted in non utilisation of the 

implemented. project and also hindered the achievement of objectives for 

~hich SELO ~as imple~ented. CRPF in its reply (October 2009) stated that a 

concrete IT policy including all road maps was being prepared. 

~!lr5Ilt~~~~~m~1'~1Wi~~lix~ 

Phase-I of the SELO system was completed by NUT across the country at a 
cost of Rs. 50.70 crore2 in October 2007. Despite commissioning of the 

system in October 2007, major activities of CRPF, were still carried out 

manually and end-users were not utilizing the applications available. CRPF, in 

reply (October 2009) stated that most of the work originates from the battalion 

levels which were not yet connected to the SELO. Audit; however, observed 

that CRPF was yet to utilize the SELO in the offices already connected under 

Phase-I. Hwas also noticed that the master data in each module were yet to be 

updated by the EDP cell at DG; CRPF. Due to non utilization. of the 

applications,· CRPF is yet to achieve the projected benefits of savings due to 

. manpower reduction and efficient procurement and inventory management. 

CRPF further stated that steps were being taken to sort out the issues hindering 

the non usage of the modules. 

Post Implementation Review (PllR) of an existing system is required to ensure 

that the system met the user requirement specifications and achieved the 

intended benefits. Despite SELO being in operation for the last four years, 

post implementation review has not been carried out by CRPF. CRPF iii its 

reply (October 2009) stated that P.IR would be undertaken. 

In order to achieve the desired output, an modifications made to the existing 

system should be properly authorized, tested, documented and operated as 

planned. However, audit scrutiny of change request (CR) forms revealed that 

CR forms for only 319 out of the 786 changes made in the system were 

available and in 24 out of the 50 CR forms test checked, the name and 
signature of the pen;on requesting /proposing the changes were not available. 
Inadequate documentation increases the risk of unauthorized working 

practices .. CRPF in its reply stated that proper documentation would be done 

as suggested by audit. 

2 Stage I to IV(84 offices):Rs. 39.07 crore +Stage V(30 offices): Rs. 10.24 crore +Software: 
Rs. 1.39 crore =Rs. 50.70 crore 
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' ' 

rm&lilila1n~i1~11nl!1~ . 
Data ~alysis of SELO .and testing Of applications in the trahtmg server of 
CRPF showed that the system lacked proper input. and'. validation·. th.eeks in 

differeµt modules. The· appointment, nomination· and leave records in .the. 

perso~el module of SJELO contained incorrect and .unverified .data .. J;'he 

perso~el data. of employees contained multiple duplicate entries for family 
I . . 

members and incorrect and blank records for details like name, address, 

height) weight, basic pay and leave. The details like 'class of city'; 'items', 

'distridt', 'police station' and location in the finance, inventory and operations 

. modulbs which were critical to processing and reporting of financial ·and r 
. operation data were incomplete and incorrect and contained duplicate entries 

. as wel~. Further, data used for testing purposes· were ·also. allowed to· remain in 

the liv~ database. Timely deletion .of test data would ensme the reliability of the 
I . . .. 

databa~e. Thus, due to lack of requisite validation and input controls ·in the 

softwafe, thl':: database had beeri rendered unreliable and incorrect . CRPF in its 

reply (pctober 2009) stated that·validations checks would be incorporated and 

that a'fter complete verification of personnel data, the data ·. related 
abno~alnties would be eliminated .. 

···1~tl-~i:I 
iil~~ir~1t1!1tJt1Ii\1~mi!m1 

· Logical access · controls protect the . programme and data files from 

.µnautQ.orized, tno~ifications, C()PY and· deletions. Though SJELO has features 

of. d.oniain controller active . directory system to authenticate a user before 

Iogging in the system using login ID and password, it had the following 
deficiehcies: 

i. The password security policy as per ,a~eement ~ith NUT was not. 

;being implemented, which is vital for the SlELO being •·national 
:integtated·application software for aU functional areas. 
I .· . . . .. 

ii. . ;The change of default C01lllilm1. pa:ssword was not . mandated . by the 

system after first login and the us~rs continued to access the system 
using the' default pas~words. 

iii. Norma:! password control procedures· like restriction on unsuccessful 

· )ogin attempts by the users or automatic ~lapse of pas~words after a pre

defined period and periodical change of passwords ~fie~ certain period 
were not ill existence. ' 
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itv. . The application system di<inot have any featur'e for ensuring password 

strength in terms of length of password. 

CRPF in its reply (October 2009) ·stated that new password security poli~y was 

being ·formulated· for impliemehtaticm, 

~~tlii~•ii11l~Ull§ ·:_,:. 
Segregation of duties is essential to ensure transactions are propedy 

authorized, recorded and that assets are safeguarded. The jobs of database 

administration and system design/support should be separated. It was noticed 
that the privileges of Database Administrator (JDBA) who is the custodian of an .. 

organization's data and is respo~siblefor the administration and management of 
the. database systems were also beengranted to employees of NUT helpdesk. 

. . 

Flirther, the CRPF persoxmel appointed as DBA is also in charge of support. for 
personnel module. Inadequate segregation of duties increases the risk of error and 

fraud. CRPF in its reply (October 2009) state(! that new policy and guidelines 

were being formuliated_for assigningresponsibility and access in each module. 

ili~~t-&1118\i'.il~m~I 
The major components of security of the datacentre are the firewall and 

intrusion detection system (IDS). The firewall system secures the network by 

all~wing access to mission controJ applications on the network t? authorized 

users and keeping unauthorized u.,sers out. XDS automatically detects atta~k 
. . . ' . . 

patterns from the network traffic, yi.ews and monitors intrusion reports on· the 

~etWork. The firewall and IDS of the SELO system were dysfunctional since 

Maich 2009 due to lack of suppor(from the manufacturer; exposing the.,SELO 

networ~ to unauthorized access: CRPF in its reply (October 2009) stated that 

proposal was being taken up. for· a<:loption oil a concrete level of security by 

enhancing both hardware as weU a.s s6ftware based firewall and IDS. 
. . . . 

. iJ:lJl•JJI~ii· 
. . . ' 

CRPF, one of the prime agencies.·for the maiiitenance of internal security of 

. th~ colintry (leveloped the SELO systexn witli the objective of computerizing 

all its functions. n was envisaged that with the implementation of the SELO 

system saving~ would be achieved ·. in personnel, inventory and other 

a~inistrative ·.costs and. would hdp .,in improving operational efficiency. 

CRPF had also decided to computerize an areas of its functioning in an 

integnited manner so that savings would have multiplier effect. However, 

aespite in~urrmg. an expen<liture of :Rs'. so. 10' cror:e. on the imp1emeJQtation of 

the SELO and four years of the launch ~f the system, most of the activiti~~ of 
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CRPF are still· carried out manually. Deficient· input controls and validation· . 
checks ; made the available data incomplete, incorrect· anci unreliable. 
Inadequate logical access· controls, poor segregation of duties. combined with 
dysfunc,tional firewall .·and : intrusion d~tection system . made the.' system 

insecure. Thus, SELO system with unreliable data and security ~lnerabiliti~s 
I . . 

had the; risk of exposing the management· of intemai security ·by· CRPF . to 

associated threats and·. shortcomings; even after incurring an· expenditure of 
' ' ' 

Rs. 50. 70 crore. 

Recommel!llidlatlions: 
. . : . . - . . 

•!• ' C~F should ensure full utilization of all the SELO applications and 

't}iove completely from manual to computerized system, as practical, ·.· 
for ' achieving intended benefits of manpower reductiort, efficient 

.1. - ' ·. ,. ·, 
procurement utilization and management of inventory and stores~ 

•!• <CRPF should have the IT policy and Ir steering committee for 
implementation of the SELO _system. 

•!<> · CRPF should ensure adequate logical access controls ·so that security 
I • , • 

Of the data is riot compromised. The firewall and intrusion. detectiori 
' ' ' 

system should be niade functional to ensure netWork security. 
' ' ' 

Adequate validation checks· should be ·embedded. in the· software. systems ·to 
avoid erroneous data input and processing. 

NCRB did l!llot establ!Jisln disaster recovery site to imprnve tine accessibility 
and sec1111dty of national database mm clrli.me records despite !ncnnrring aim 
expeJrnditunre. of Rs. 54.34 lakh. Meanwhile, the· primary objective of 
mailllltamillllg business cm1tii.11ndty in tlhle event of lJ>reak-down. of the actiive 

. I - - . -

site ireinmaii!Dled unfulf':illed. · 

I . 

One of the objectives of the Nation'll Crime Records Bw:eau (NCRB) is to 
I • --

create a~d maintain secure, sharable, national dl:!tabases on crimes, criminals, 
property; and also the data pertaining fo Motor Vehicles, Fitearins · and 
organized crime gangs· for law enforcement ··agencies. The bureau ·has 

I 

develop~d Cdme Criminal Information ·System- (QCIS} for· collection and 
dissemidation of data which is operational at all the State ·Crime Records 

I . . . . .. , . . -

Bureau. 1The threshold data from all the states is maintained at the NCRB · I . . . . . . . . . 
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national server. Government of India in September 2005 declared the data on 

CCIS as a National Database. 

Witp a view to securing the Database from any disaster, NCRB in January 

2006 approached National Informatics Centre (NIC) to co-locate Bureau's. 

data server and. application server at the 1 secured data centre of NIC. In 
response to NCRB's proposal, NIC suggest~d that NIC data centre would be 

used as an Active Site for various NCRB applications while NCRB site would·, 

be. used as a Disaster Recovery (DR) site and furnished an estimate of 

Rs. 46.75 lakh for procurement of necessary hardware/software. Accordingly 

NCRB deposited a sum of Rs. 46.75 lakh with NIC in April 2006 for 

activation· of Data centre at NIC and DR site at NCRB. In addition to it, 

NCRB also purchased equipment worth Rs. 7 .59 lakh for operationalisation of 

the DR site at its own location. 

Audit examination disclosed that though NIC had procured necessary 

hardware and installed it at NIC in April 2007, the Ac~ive Site at NIC could 

not be established, as NIC failed to perceive that the software acquired for 

replicating data3 at the data.centre was not' compatible with the server installed 

at NIC. Despite advance payment of Rs. 46.75 , fakh and protracted 

correspondence made by NCRB with DG, NIC, the Active Site at NIC and DR 

Site at NCRB could not be activated/operationalised by NIC as of May 2009. 

Failure to activate ActivejDR Sites even after two years of wocurement and 

installation of hardware highlighted inefficiency of NIC in handling such 

important projects. 

On being pointed out by Audit regarding considerable defay in activation of 
. I 

site, NCRB again approached NIC demi-officially (May 2009) tO complete the 

task on priority but NIC failed to take appropriate action to activate the Site i.n 

its premises. 

With a view to resolving the site readiness related issues and also the task of 

Replication Software installation, NCRB in consultation with NIC decided in 

June 2009 to reverse the earlier decision and decided to create the Active Site 

at NCRB and the DR Site at NIC and outsource the task to a vendor. 

NCRB stated (August 2009) that the active site at NCRB was fully functional 

but due to non:-functioning of the disaster recovery site, backup of data was 

being kept on tapes. It further added that if the-active site went down, users 

3 Replication software replicates the data maintained and updated at a primary site to any 
alternative site. 
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from remote locations would not be able to query the database or generate 
variouslcrime-related ~eports and efforts were being made to connect the two 

I -

sites at :the earliest. The Ministry also accepted the delay (November 2009) 
and stated that the action to establish-the active site at NCRB and DR site at 

NIC w~s being taken by NCRB through an out~ourced agency on the advice of 
NIC and thereafter, needful changes in NCRB network would be taken up on 
priorityi as per the advice of NIC. NCRB stated in January 2010 that Mis 

I 

Wipro had been engaged as Network consultant and LAN configuration 

settings: would be done in_ consultation with NIC to meet connectivity 
requirements. 

I 

The fact remains that due to l~ck of appropriate action on the part of NIC, non
-setting up the DR site at NIC and storing backup data on tapes exposed NCRB 

to the risk of not being able to maintain business continuity in the event of 
breakdo~ of its active site besides rendering the entire expenditure of 

I 

Rs. 54.3,4 lakh idle. 
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'JI'llne Miimistry coirnid!lllldiedl two evalmntfoirn stllllid!fties of Swama Jaya!Illti 
§l!nallnal!'ft Rozgar Yoja!Illa - onne nnnfttfatedl ft!Ill Malt"clh! 2@@4 covel!"ftill!g a!U States 
alllld UTs at a cost of Rs. 49.80 lakh9 a!lll«ll allllotlbler Ililll Novem.ber 2«ll«ll6 
c(!)vie:rllng nnHllie §fates at a C([]lst o:lf Rs. 25 IlalkllD. - re!mli1biirng hli av([]lftidlmlbfo 
d1ll!plicatii'1Jl!Ill ([]If effort aml! lt"eS([Jllll!JrCes aim«ll wastdunll iexpieJiul!iltuie of Rs. 42.30 
llalkl!n O!Ill tllnie :fiirst stmllv9 wln.Jlclln was llllevieir fn.IIllafued. 

Swama Jayanti Shahari Rozgar Yojana (SJSRY) was launched as a Centrally 

Sponsored· Scheme ill December 1997 with the objective of providing gainful 

employment to the urban unemployed or und'eremployed, by encouraging the 

setting up of self-employment ventures or provision of ~age employment. 

The Report on Mid-Term Appraisal of the IX Five Year Plan (1997-2002) 

prepared in October 2000 indicated that the. performance in the 

implementation of SJSR Y was not very encouraging, and the scheme required 

an evaluation study to assess the strengths and weaknesses before drawing 

conclusions about the relevance of its components, especially to suit the local 

needs of States/ UTs. However, no action was initiated for undertaking the 

evaluation of SJSRY till a meeting held in December 2003, under the aegis of 

the Planning Commission, for finalizing the 2004-05 Annual Plan of the 

Ministry1
; where it was suggested that an evaluation of SJSRY be carried out 

to ascertain its impact and effectiveness. Consequently, the Ministry entrusted 

in March 2004 the evaluation of SJSRY in all States and UTs at a cost of 

Rs. 49.80 lakh to the Human Settlement Management fustitute (HSMI), an 

institution set up by HUDC02
• While· the study w~s to be completed within 

nine months in several phases - preliminary work, data collection and 

documentation, machine analysis of data, and report writing - the entire 

amount of Rs. 49.80 lakh was released to HSMI in advance on the fast day of 

l\.farch 2004 to avoid lapse of budget provision. 

fu pecember 2005, HSMI submitted a draft national report on evaluation of 

S1SRY to the Ministry, having already submitted four Zonal Reports and 34 

State Level Reports earlier. In response, while acknowledging that the report 

I Erstwhile Mi~istry of Urban Enipioyment and Poverty Aileviation 
2 HUDCO: Housing and Urban Development Corporation, a PSU .under.the Ministry of 
Housing and Urban Poverty Alleviation (HUPA). 
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was corj:lprehensive in nature and covered the whole gamut of the scheme, t!;te 

Ministii' requested HSMI in March 2006 to "p~nder upon" certain issues in 

the fina~ report of the evaluation study e.g. preparing a uniform format for the 

Urban BPL survey, involvement of community based organizations, voluntary 

organizations, arid NGOs in the identification of beneficiaries and community 

empow?rment; propagation and documentation of the best practices; 

strengthening the monitoring mechanism for SJSRY etc. However, the final 

report M the evaluation study was not received in the Ministry even as of 

Octobef: 2008, and an unspent balance of Rs. l0.96 lakh (Rs. 7.50 lakh 

adjuste4 subsequently and Rs 3.46 lakh was lying with HSMI), out of the 

advance of Rs. 49.80 lakh, was reported by HSMI as of October 2006. 

fu the weanwhile, in December 2005, the Union Cabinet decided to continue 

SJSRY :without modification of the guidelines during the remaining period of 

the X_ Plan, but directed that an evaluation of the scheme be carried out for the 

XI PlaJ. Subsequently, in November 2006, the Ministry awarded a fresh 
I . 

contract through HSMI to Access Development Services of CARE India for a 

concurr~nt evaiuation of SJSR Y in -nine States at a cost of Rs. 25 lakh, of 

which Rs. 17 .50 lakh was released to HSMI and Rs. 7 .50 lakh was adjusted 

from th~ unspent .balance with HSMI from the first study. The final report of 

this concurrent study was received by the Ministry in May 2007. 

The ma,tter was reported to the Ministry in August 2008. In response, the 

Ministry stated (October 2008) that: 

.0 . The feedback-received from '!he evaluation ~tudy of HSMI State-wise 

was available at various stages of the· evaluation exercise, and this 

~ecame the major source of the modifications proposed by the Ministry 

in its Cabinet proposal in November 2005. Only the formal report (in _ 

the fo~ Of a bou'nd booklet) was yet to be received from HSMI; this 

was because the focus shifted to the independent evaluation by Access 

Development Services. 

'· 
The EFC in a meeting in August 2005 had recommended an in-depth 

¥idependent evalu~tion of the scheme, and the Union Cabinet had also 

tfecommended a fresh evaluation of the scheme. It appeared that the 

~valuation by HSMI was considered as an in-house exercise. 

The Mir;iistry's response is not tenable for the following reasons: 
' . . 

e J\n the EFC meeting of August 2005, it was .decided that an iri~depth 
' . . -~ 

evaluation of SJSRYshould be undertaken. As stated in the records of 
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Ministry's own files, the minutes of the meeting did not indicate that 
independent consultants should be invited for the evaluation work 

In March 2006, the Ministry decided to undertake concurrent 

. evaluation by independent agencies by taking at least one 
representative State from each zone, where no such concurrent 

evaluation had been carried out by the Ministry earlier. However, the 
earlier study by HSMI covered all States, and hence, the nine States 
covered. under the concurrent evaluation by Access Development 

Services had already been evaluated, thus resulting in avoidable 
duplication and infructuous expenditure. 

Thus, the conduct of two evaluation studies for SJSRY - one by HSMI 
initiated in March 2004 covering all States and UTs at a cost of Rs. 49.80 lakh, 

and another by Access Development Services of CARE India initiated in 
;Jo._:_ .. , 

November 2006 covering nine States at a cost of Rs. 25 lakh - resulted in 

. avoidable duplication of effort and resources and wasteful expenditure of 
Rs. 42.30 lakh on the HSMI study, which was never finalized. 

Model deminons11:rati@Illl sllunm prnjeds llllll -sb §fates for cd»nstmdfoim of 61rHD 
llllwellinng 1U1ID1i1l:s l!llllllder tline Valimlilkii Ambeid\kar Awas Yojalllla (V AMBAY) 
cml!llidl 11m11: !be commelillceidl trllune fo idlefay Illlll avafillalbnlli.fy of slites, am1d lbuiglller 
col!llstr1l!lctiollll costs thann 11:lhle allllowalbl!e Ilimftts. 1F1lllrtlhler, 11:llne Mmlistiry Jlnad nno11: 
taken effective actiol!Il fo adidl:ress tlhtese prolbfoms fo ma.Ike 11:llne projects 
sunccessf1lllll.To avoiidl rec1lllnellllce (j)jf such evenntunallities, the Mnl!Illistry sllllounRd 
lhlave aITll effective mecllnaITlllism tto mmlliifo:r ttline Jllllt"(J)gramme · lbo11:lhl alt 11:lhle 
pfann.Illlftl!D.g al!lld! limpiem~mttatimn sttage. 

The Valmiki Ambedkar Awas Yojana (VAMBAY) was launched as a 
Centrally Sponsored Scheme by the Ministry3 with the Prime Minister's 

I ' 

announcement in August 2001 to provide shelter or upgrade the existing 

shelter for people living below the poverty line in urban slums. 

In order to demonstrate . that better dwelling units could be constructed by 
.using cost-effective technology under VAMBAY, it was envisaged that in, 
every State, there should at least be one model demonstration slum project to 
be emulated by all other cities and towns in the State. 100 per cent central 
subsidy was to be provided for setting up such a project with the ceiling limits 
(Rs. 60,000 per dwelling unit for mega cities, Rs. 50,000 for metro cities, and 

3 Erstwhile Ministry of Urban Employment and Poverty Alleviation 
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Rs. 40;000 for other cities). The States were required t9 provide land and 

other infrastructure development ·facilities for such projects .. Although the 
I . 

entire 6onstruction cost of the demonstration project was initially borne by the 
I --

Central Government, the houses built under the demonstration projects were 

not to the given free of cost to the beneficiaries. 

In July 2003, the Ministry requested the State Governments to submit 

propos~ls for one model demonstration projectin each State for construction 

of not: more than 100 dwelling units by adopting cost-effective building 
I 

technologies through Central Agencies. Based on proposals received, the 
I • 

Ministry approved the construction of 1,165 units at a total cost of Rs. 5.52 

crore (~ith per unit cost ranging between Rs. 40,000 and Rs. 60,000) in 11 

States \(Chattisgarh, Jammu & Kashmir, Karnataka, Kerala, Maharashtra, 

Maniprtr, Orissa, Rajasthan, Tamil Nadu, Tripura, and Uttarakhand). The 

Builcli~g Materials and Technology Promotion Council (BMTPC), an 

autonofuous body under the Ministry, was selected as the Central agency for 
I 

carrying out this work, and furtds ·of Rs. 5.52 crore were released in three 
I . .. . 4 

phases ',between March 2003 and April 2004 through HUDCO in favour of 

BMTP~ as grants-in-aid. The sanction orders stipulated that the funds were to 

be utilized for implementation of V AMBAY, ~nd in case the grants were not 
I - . . . 

utilized: for the purposes for which these were sanctioned, they were liable to 

be re~ded with i~terest at the rate prescribed in the General Financial Rules. 

Howev¢r, out of the 1165 units, BMTPC could not undertake the construction 

of 600 :units with an estimated cost of Rs. 2.55 crore in six States, namely, 

Jammu:& Kashmir, Kerala, Manipur, Orissa, Rajasthan and Tripura, for the 

following reasons: 

JlllllllllllllllUll& 
lKasilllllllllfir per u11it cost 

of Rs. 45,000 

100 units at a 
per unit cost 
of Rs: 45,ooo 

Tablle-:n. 

Cl> Actual cost of construction worked out to 
around 60-70 per cent higher than the 
permissable limits. 

Cl> · Due to scattered location of the l 00 units 
(40 units in Srinagar, AO units in Jammu, 
and 20 units in Leh), overall economics in 

. planning . and design could not be 
achieved. 

.. Actual cost of construction in the region 
was higher than the allowable cost limits. 

4 Housing ~d Urban Development Corporation 
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Oll"issa 

1!'1rip11unra 

Ker ala 

Rajastlllal!ll 

Total 

100 units at a 
per unit cost 
of Rs. 40,000 

100 units at a 
per unit cost 
ofRs. 45,000 

100 units at a 
per unit cost 
·of Rs. 40,000 

100 units at a 
per unit cost 
of Rs. 40,000 

600 units 
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e BMTPC pursued the allotµient of a single 
site with the State Government. However, 
due to identification of four separate sites 
by the State Government for construction 
of 100 dwelling units, overall economics 
in terms of planning and design could not 
be achieved. 

e Initially, the Government had identified 
four separate sites for construction of 100 
units, as a result of which overall 

· economics in terms of planning and 
design could not be achieved. · 

e After persuasion by BMTPC, the State 
Government agreed to allot a single site. 
However, the site could not be finalized, 
as· it was low-lying/ filled up area, and 
due to this, the cost of construction 
worked out to be higher than the 
allowable cost. 

1111 The State Government had been 
persuaded to identify an appropriate site. 
However, the site was 20 feet lower than 
the road level, which entailed filling up of 
the site and involved extremely high cost 
of construction of the foundation. 
Consequently, the construction cost was 
higher than the allowable limit. 

" Initially, the project was sanctioned for 
. Punnulur Municipality, which was 
subsequently shifted by the -State 
Government to Trivandrum Municipal 
Corporation. 

0 The actual cost of construction was higher 
than the allowable cost limit 

e The site identified by the State 
Governmen~ was a low lying area with 
black cotton \soil. Hence, the foundation 
cost was· much higher than the 
conventional foundation cost. 

" Due to steep escalation in the .cost of raw 
materials, the project could not be taken 
up. 

0.40 

0.45 

"0.40 

0.40 

2.55 

Further, in Tamil Nadu, the State Government could not make available land 

at Chennai, and instead provided land at Trichy, where the per unit cost was to 
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be restriicted to Rs. 40,000 and out of Rs. 0.60 crore released, a sum of 
I 
I . 

Rs. 0.20 crore was refunded in June, 2008. 

Thus, ~MTPC undertook the construction of only 56S out of the proposed 

1165 uriits at a cost of Rs. 2.77 crore in five States (Uttarakhand, Chattisgarh, 

Maharashtra, Kamataka and Tamil Nadu). In Maharashtra, Tamil Nadu, 

Kamataka and Uttarakhand, the projects had been completed and handed over 
I . . 

to the State Government agencies, and partially to beneficiaries, while in 

Chattisgarh; the work was under completion as of July 2009. 

The m~tter was referred to the Ministry in August 2008 and in reply (June, 

2009), the Ministry confirmed that the projects in six states could not be 

underta~en due to delay in making available suitable sites, higher costs th~ 
allow~~le limit etc. . 

Thus, the scheme of setting up model demonstration slum projects under 

V AMBf\ Y with. 1, 165 dwelling units in 11 States to be emulated by other 

cities aµd towns was only partially successful, as the projects in six States 
I . 

involvir).g 600 dwelling units could not be commenced even after six years due 

to delay in availability of suitable sites, and higher costs of construction than 

the alldwabfo limits. Thus, . the Ministry failed to take effective action to 

review :the scheme ·and address these· bottlenecks to ensure that the scheme 
I •j 

meant for people below poverty line in wban slums succeeded in achieving its 

objectives. 
:. .. 

I ... 

!.t 

·:c 

:.'··: ,·· 'ii-., 

·,._; .··· 
. ' ·-,,, •'_) 

: ~ . ; 

·:·,_: ·t t•.;; ! ~; : • 

' : ; ,1:· 

134 

J 
l 

J 
·1 

I 

_., 



!. 

-l 

- I 

1: 

- i 
I' 

' : 
' . 

- i 

The Mnnistry of Micro
9

• SIImnlll rinmidl Meirllium "JEll1lterp:rises ll.aUJ1l!llcJllled tine 
Scheme -of ~-!lllltegnnterll tn.flrastrlllldmirall"'Development (ill:Jl) -Sclhlel!llll.e) for 
small scalle indllllstries fi.l!ll runnll/ lblackwarrll ali'eas iJlll 1993-94 for seffiHllg Ull]l_ll 

of IID cem1tres wmn sllllifalbie infrastn11durall facillities tl!ll pirnm({)te d\ll!ste:rs of 
smah scaUe aJind ti][]ly 1!lll!lits •. 'fhe scltnemie was SUllbsuiimed il!n tllne Mncro Small 
Eirnterprises-Cb11ster Deve!opmellllt lProgr~mme (M§E.;CDP) from-2007=08. 
The Milll.istry released a1rn -amm111mt of Rs_ 124.59 crnre 11llpto 2([)_07-08 to 
varfoIDJs impleme!llltim1g._agencies_Jrnr;84 IID··p1rnjeds witlln an estnm.ated cost. 
of Rs 400 c:rore. 

AUllditt reviewed tlllle sfatIDJ.S of tlb.eJ.mpRementati.l!llllll of tlhle sclhleme al!lld fomumitll 
that 42cou~ of 79 IID prrijects9 -whicllll-we:re «lllllle fo:r COJ\lffiJ[lllettfon by Jamuncy 
204)8

9 
remained inn:complete.'.-J)efays.:-illll::-,cl!llmplleti.on of proje4;ts .raIID.ged 

between one montlffi and twelve yeairs. FU!lrther9 detained fnehrll ievell audiit of 
10 centres hn --Assam

9 
Haryalllla9 Madllnya lP'radesh9 Oirlissa and Uttar 

Piradeslln revealed -tlhlat mal!llynnfrastrnctur1;d facilftties at the centres were 
in.complete. Ailso9 by .creating Rarge plots .aJJltrll allfocatling plots_- tioi Ilarge 
units

9 
tllne smalll scane amid ti1my Ullnnts, whkh formed! tllne target g:rollllJPl _foll" 

-the sd1eme
9 

were deprived ([])f ftts beJIDefn.ts. TD:Jie:re were ailso _ Ill!ll.sfances of 
idefncn_elllt fn.J!naJillciall m~magemel!llt am!l -D.R11.airllequate .monli.to:rftl!llg. 

The Scheme .of Integrated; Jnfrastructure-:'"Development for small -scale 

industries in rural/ backWarrl:areas (HD-Scheme} was launched in March 1994 

-,by_ the· Ministry of Micro,-- Small and Medium Enterprises (MSME)
1

• The HD 

--Scheme envisaged setting up of HD centres in backward districts and rural 

areas~, with creation/ up gradation of infrastructural .facilities like power, water 

supply, communication etc: and· provision :of·cormtlon service facilities and 

·technological back-up services:The scheme was intended to promote clusters 

-of small scale and tiny units, with a view to_ creating employment 

opportunities and ·developing·· exports,_ and:calso promote stronger liilk:ages 

between agriculture and industj. 

The salient features of the UD Scheme were as foHows: 

I The erstwhile Ministry of Small Scale mdustries (SSI) 
, 2 Excluding districts covered under the Scheme of Growth Centres; 
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• The scheme envisaged that in an area of 15-20 hectares for establishing 

an HD Centre, about 450 plots of 200 to 300 sq. metre sizes would be 

al located to individual units. 

• The 110 Centres were to be selected by a comprehensive industrial 

potential survey of the area. The location of the centres was to be close 

to district/ block/ taluka headquarters or other developing centres, with 

access to basic infrastructural faci lities. Land was to be made available 

by the State I UT Governments for the centres. 

• The lJ D Scheme was a Central Sector Scheme, and the Government of 

India (Gol) and the Small Industries Development Bank of India 

(SIDBI) were to contribute a maximum amount of Rs. five crore in the 

ratio of 2:3 3 to each Centre, with costs exceeding Rs. five crore to be 

borne by the State/ UT Governments. 

• Funding would be avai lable for specified activities and work items. 

SIDB I would advance funds to the extent of Rs 5 crore to the 

implementing agencies in installments and cla im simultaneously 40 

per cent thereof, subject to a maximum of Rs 2 crores, from the 

Development Commissioner (DC-MSME)4 as grant. 

• The State/ UT Governments were to prepare bankable projects and 

send them to SIDBI, who would conduct techno-economic appraisals 

of the projects and send the appraised projects to the DC(MSME), who 

was respons ible for co-ordinating and overseeing progress of projects. 

The projects were to be approved by a High Powered Committee 

(HPC) before re lease of funds by S lDBI. 

• The projects were to be implemented by the State Governments 

through appropriate agencies having good track record. Such agencies 

could be a public sector corporation or a corporate body or a good 

NGO having a sound financial position. 

• A State Level Committee headed by the Secretary (Lndustries), and 

including representatives of DC (MSME), SlDBI and the lead bank, 

was to closely supervise and monitor the project. 

3 4: I for the North Eastern Region 
4 Erstwhile Development Commissioner (SSI) 
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© ][n the new centres, SC/ ST/ women entrepreneurs were to be 

'" encouraged. where - necessary, an Entrepreneurship De~elopment · 
Programme would be conducted to ensure sound anclviabfo units~. 

Upto 2006-07, 87 projects were sanctioned by the Government oflndia,\outcif 

which three projects were cancelled in 2008. The remaining 84 HD ce~tres 
involved a total cost of Rs. 400.18 crore. From 2007-08, the. IID Scheme was 

subsumed in the Micro Small . Enterprises Cluster Development Programme 

(MSE-CDP). 

Till January 2008, funds amounting to Rs. 124.59 crore were released for the 

IID centres, as summarized below: 

. 'JI'ablle :ll.: Ful!llirl!s Release<ll fol!" lilID Centres 

2006-07 and 2007-08 

According to DC (MSME) the Implementing agencies iricurred an expenditure 

of Rs 330.12 crore on these projects till January 2008. 

The objectives of the aud~t of the HD Scheme were to assesswhether: 

0 · The proposed IID centres had been· complietecf with necessary 

infrastructural facilities, . and were being utilized effectively by small 

scale and tiny units; 

Funds provided for the Centres were utilized economicaHy and 

- effectively; and 

o The guidelines of the IID schenie were being complied with. 

The records of the Ministry of MSME relating to the IID Scherge were 

scrutinized in _audit. In addition, out of the 84 IID centres, a sample of rn 
centres in the States of Assam (Rangia, MaHnibeel and Dalgaon); Madhya 

Pradesh (Lamtara, Nadantola, and Nimrani), Orissa (Somnathpur and Khurda), 

Haryana (Barhi) and Uttar Pradesh (Ramnagar) were selected for detailed field 

level audit and inspection. 
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~~lt~'li1i11!1n:lm~ . ''i . 
I 

WIQl~}m:ra11i!~ltM~1mi~rg~lit-.1t~1f!i'i&1l:l!1·. 
Audit kcrutiny revealed that out of 79 proj ects5 sanctfoned by Go I, which were 
due for completion on or.before January2008: · 

. . - - . . . 

@ • '37 projects were completed as of January 2008; and 

· '42 projects, which were required to be completed by December 2007 
' . 

were st. ill incomplete, out of which no funds had been released for fwo projects . . 

at Sandiya, Neemuch (MP) and Somnathpur, Balasore (Orissa). 
• ·~ I • 

' . 

An an~lysis of the delays in respect of the 42 incomplete projects is given 
' . 

below: 

The M:inistry (October 2009) stated that 50 IlD projects had been completed, 
and they attributed financial crunch; disturbed . conditions, law and ·order 

I 

problems, market conditions, overall industrial scenario, natural calamities 
like floods, tsunami, earthquake etc. in different states as the main reasons for 

delay fn. completion of the projects; The fact, however; remains that· the 
Ministry failed to ensure completion of1ID·Centres, consequently, adversely 

affeetiljlg the scheme's objective of promoting clusters of small scale and tiny 
units t1P"ough development ofUD Centres. 

!irQD!~tml'ii!ll~lilii1m~l!~-W1fiilltilI~11m~1~t1 
I . . . 

i•~~~~lfiu~1m1i~?[~11~J~1m:w11 · 
The IlD Scheme :was intended to promote clusters of SSI ·and tiny units, and 
plot siies· of 200 to 300 sq. metres, appropriate for SSI and tiny units, were 
envisaged in the· scheme gilidelines. However, field audit scrutiny revealed 

I . . . . , .. 

that in pout of 10 test checked centres; ssrand tiny units·were deprived of the 
I . 

5 
Of the S7 projects sanctioned upto 2006-07, five projects were due for completion after 

January jW08, a~d three projects were cancelled; hence,'these projects have been excluded 
from the analysis. . 
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intended benefits, as the plots allotted were much larger in size. The details are 

discussed below: 

@ 

(!) 

In Rangia and Dalgaon centres in Assam, against the plot sizes of 616 

and 401 sq. metre proposed in the Draft Project Reports, much larger 
plots of sizes ranging from 800 to 13,378 sq. metre were allotted and 
no allotments were made to tiny units. According to the implementing 
agency, this was because of non-receipt of any applications from tiny 

units. 

In Barhi centre in Haryana, plots of larger sizes of 450 to 4,050 sq. 
metre had already been carved out before approval of the centre under 

the UD Scheme. Consequently, no plot was available for allotment to 
SSI units. The Ministry I Implementing agency in its reply _of October 

2009 stated that only 17 plots were allotted to tiny units and 78 to 
small scale units. This shows that the focus of the scheme was not 

retained on the small and tiny units. 

In Ramnagar centre in Uttar Pradesh, against the original 150 plots of 

200 sq.metre size and 239 plots of 300 sq. metre size envisaged in the 

DPR, 279 plots of sizes ranging from 450 to l,800 sq. metre were 
actually developed. In response to an audit enquiry, the implementing 

agency stated that it was decided to develop the plot sizes as per actual 
requirements, to minimize long term development and maintenance · 

,costs and optimize better use of land; further, demand for small plots 

was negligible. The reply is not tenable, as no allotments had been 
made as of October 2009 and hence the benefits of the scheme could 

not be passed on to small entrepreneurs. 

In Khurda centre in Orissa, 15 acres of developed land was irregularly 

allotted to two educational institutions. The implementing agency 

stated that allotment to technical institutions for developing skilled 
manpower was permitted under the State's industry policy resolutions; 

however, this was violative of the IID Scheme guidelines. Further, in 
two IID centres in Khurda and Somnathpur, two plots totaling 58.15 

acres ofland were irregularly allotted to major industrial units. 

Thus, by creating large plots and allocating them to large units, the SSI and 
tiny units which formed the target group for the UD Scheme, were deprived of 

the benefits of the scheme. 
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(ii) Status of completion of test checked projects 

Out of I 0 test checked projects which were sanctioned during June 1996 to 

October 2006, no projects were completed as of July to November 2008. 

However, the Ministry's status report of March 2009 indicated that three 

projects (Rangia and Dalgaon in Assam and Lamtara in Madhya Pradesh) had 
been completed. 

Table 3 : E xte n t of d ela y in completion of I 0 test checked projects 
( tatus as of J an uary 2008) 

Amount Date of 
Project cost 

released Start/ 
Due dale of Project (Rs in 

(Rs. in release of 
completion I Lakh) funds by Lakh) 

GOI 
llD-Rangia, Assam _J_ 493.6 1 380.00 05/2003 05/2006 

llD-Malinibeel, Assam 5 10.00 344.00 06/2002 I 0/2004 
~ -+ --...,.. 

110-0algaon, Assam 41 8.00 

3344~~ 04/2002 

11 0-Lamtara, MP 186.25 55.39 07/2003 07/2005 -----
110-Nadanto la, MP 502.96 133. 11 I 05/ 1997 06/ 1999 

110- imrani , MP 511.00 40.90 09/2000 12/2004 
--+--11 0 -Somnathpur, Orissa 436.53 I 0/2006 05/2008 . -

!ID- Khurda, Orissa 493.40 98.68 06/ 1996 06/ 1998 
+ 

110- Barhi, Haryana 460.86 173 .27 11 /2003 11/2005 

110- Ramnagar, UP l 567. 15 100.00 06/2001 1212003 

HD Centre at Khurda, Orissa 
Sanctioned at a cost of Rs 4.93 crore in June 1996 
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110 Centre at Barhi, Haryana 
Sanctioned at a cost of Rs 4.61 crore in November 2003 

HO Centre a t Nimrani, Madhya Pradesh 
Sanctioned at a cost of Rs 5.1 1 crore in September 2000 

llD Centre at Rangia, Assam 
Sanctioned at a cost of Rs 4.94 crore in May 2003 

141 



Report o. 9of2010-11 

Audi t scrutiny revealed that: 

• In Assam, the delay in completion of projects was due to delay of 4 to 

80 months in release of central and state share in all three projects. The 

Ministry, in its reply of October 2009, stated that Assam and other 

orth Eastern States were fac ing shortage of fu nds, and that the 

working season was very short in the case of Assam. 

• ln Haryana, the l lD centre was still incomplete even after a lapse of 

more than five years s ince its commencement. 

• In Ori ssa, the delay in completion of three IID centres ranged from 

three months to ten years. Further, Rs. I .06 crore was spent on an 11 D 

centre at Pitamahal, Rayagada till December 2005, after which 

in vestment was stopped due to low potentia l and lack of demand by the 

entrepreneurs. Development of another IID centre plann ed at Paradip, 

Jagats inghpur district could not commence due to a land dispute and 

resulting court case. The unspent balance of Rs. 1.58 crore on account 

of these two centres was transferred to the I ID centre at Somnathpur, 

which also remai ned incomplete. 

This ind icated improper selection of centres and lack of effective monitoring 

at the Ministry level, due to which the objectives of the scheme cou ld not be 

achieved. 

(iii) Status of completion of infrastructural facilities 

The status of completion of different infrastructural fac ilities at the I 0 se lected 

IID centres is summari zed below (as of October 2009): 

+ 
Facilities 

Completed 

Development of 06 
land I 
Construction of 
road s 
Water supply I 
drainage/ Efnu ent 
treatment 
lnlerna l Power 
Distribution 

I 
t 
f 
I 

Post office) I 
Raw material depot _ 

07 

08 

07 

07 
03 

01 

Table-4 

l F il"t" l Information ac 1 1es • 

l . 1 t not available 
~comp e e + with audit 

01 03 
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02 
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03 

01 

i 05 
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Further; audit scrutiny revealed that: 

The Administrative Building at HD centre at Malinibeel (Assam) was 

not constructed, even after a lapse of more than four years after the 

scheduled completion date. The Ministry stated that construction of 

administrative ·building for this centre was under progress since the 
financial year 2008-09. 

Unauthorised expenditure of Rs. 3.17 crore was incurred on the three 

centres in Assam on inadmissible components - construction of 

boundary wall, pre-operative expenditure· and contingencies, greenery 

and beautification etc .. - at the expense of other activities like effluent 

treatment and disposal system; raw material depot and· marketing 

outlets,· common services centre (including technological backup 
services), and first aid centre. 

Despite incurring expenditure upto 89 per cent of approved project 

cost, the infrastructural facilities were yet to be completed by the 

implementing agency in Uttar Pradesh m respect of HD Centre 
Ramnagar. 

Audit scrutiny revealed the following cases of deficient/ irregular financial 
management in Assam: 

e SlbJ.ol!"1t Irel!ease l!lilf OeH!ltmll aimdl Slhnte slb.al!"e 

© 

As against the Central share of Rs 8.03 crore due for the HD centres at 

Rangia and Malinibed, only Rs 7 .24 crore were released, resulting in short 

release of Rs 0. 79 crore as of March 2008. The State Government also 

released Rs 0.94 crore less against the due amount of Rs 2.01 crore. Thus, 

there was a total short release of Rs 1. 73 crore. Also, although the State 

Government sanctioned Rs 0.58 crore in November-December 2007 as its 

matching share for HD centres at Rangia and Malinibeel, the Director of 

Industries released the funds to the implementing agency in March 2008 

and the units received the amount only in September 2008, with a delay of 
almost 9-10 months. 

Sholl"t acco1111ntall olf lease money/ devefopm.e!lllt cha!l"ges ®f Rs. 1.19 Cl!"®ll"e 
by R.imgia aimdl Mall.inibeel centres 

The sanction letters for funds· issued by the Government of India stipulated 

that the implementing agencies would operate a separate account for each 

HD centre. Audit scrutiny revealed that the implementing agency received 
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I 
Rs 2.69 crore as development charges from 19 entrepreneurs against 

I . • 

developed lan_d for the HD centre at Rangia, butonly Rs 1.91 crore was 

acc6unted for in the cash book of the centre, and. the balance amount of Rs 
' 

0.78 crore · was irreguiarly. retained in-.· the General Fund of the 

implementing agency, outside the HD centre.'s account. Similarly, the 
I 

implementing agency received Rs 0.41 crore as lease I development 

chatges from nine entrepreneurs against the allotment of developed land at 
I . 

the iUD centre at Malinibeel. This amount was not accounted for in· the 

cash book of the centre. · 

- © Dftv~l!"sion ·of foll!lds 
l -

Th~ GOI had specially instructed that. no administrative expenditure be 

inc4rred out of the funds allocated for the projects. How~ver, Rs 9 lakh 

, wa~ irregularly incurred on administrative expenditure by the 

-im~lementing agencies in the Dalgaon and Malinibeel centres. The . I , . - . . 
Ministry. stated that the amount of Rs 9 lakh would be transferred from 

. I 

. the~e two HDs to AllDC Ltd. 

® Umdndj1!11sted advance 
; 

Th~ approved project cost of the HD centre at Rangia included provision 
I - . 

of~s 0.97 crore for power arrangement I electrification. The implementing 

agehcy incurred an _expenditure of Rs 0.68 crore which included an 
I . 

adv'.ance payment of Rs 0.48 crore to Lower Assam Electricity Distribution 

Corri.pany Ltd. in JUI1e 2007 for electrification purpose. The payment was . 

ma~e to the company without entering into any contract agreement I 
Meinorandum of Understanding (MOU). The company failed to start the 

I 
work and the amount of advance paid to the company remained 

un~djusted. 
I 

@ N(mm-paymellllt of cost of fand fo State Government 

As ~er the guidelines of the scheme, the land for the IID centres was to be 

ma~e av~ilable by the State Government and the cost of the same was to -
! . 

be paid by the implementing agencies. The State Government allotted and 
I . . . 

han,ded over . land to the implementing agency for setting up of the IID 

'cen'tres at Rangia, Dalgaon and Malinibeel. However, no payment was 
I ·made to the State Government, though an.amount of Rs. 3.69 crore was 

. reaiized · as lease . ~oney · by the i~plementing agency fr~m the 
I. 

entrepreneurs. 

I 

·.• 1. i 
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. . . 

In 6 out of 10 · centres (MaHnibeel and Dalgaon ~in Assam; . Khurda and 

Somnathpur in Orissa; Nadantola in MP; Ramnagar in UP), there was no · 
. . . . . . . I 

evidence of encouragement of partidpation of SC/ S'f I womeri entrepreneurs. 

State Level Committees (SLCs) were to be constituted for supervising and 

monitoring the project. However, in 9 out of 10 projects, SLCs were either not 

constituted or not functional, or no records of their functioning were . made 

available to Audit. In the case of the tenth centre (Khurda, Orissa), the. SLC, 

which was constituted in June 199{ did not convene any meeting aft~r June 

2000. 

As evident from the delay in completion of centres, the status of progress/ 

CRmpletion of different ce1;1tres was also not effectively monitored in the 

MinistrY. 
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The Millllftsttiry ha([jj fafillei!ll tto ®bfallllll reifl!lrnul ·®f Rs. 93.32 Ralklln Ilyillllg with the 
DJ!stirkit Rllllra! Devefopmmell1l.t Agellllcy~ DamaBll for waIIlltl: ®Jf appllicaiints 
eligilbille for Hbsi!!lly iui111Hrlle!l" the CeIIlltnlly SJPll!)l!llSOJreill! SwairJID.jayarmti Giram 
Swairnigall" YojaHna laumcheidl iIIll Apll"fill 1999 fo assnst families lb>efow 111ove!l"fy 
llii.l!lle. · · 

With ilie objective of helping the Below Poverty Line (BPL) families to cross 
the povbrty line, Swamjayanti Gram Swarozgar Yojana (SGSY) was launched 

in April 1999 as a Centrally sponsored scheme by restructuring the futegrated 
. . \ 

Rural Development Programme (IRDP) and several other schemes. SGSY 
envisag~d organizing the niral poor into Self Help Groups (SHG) through a 

process:of social mobilization, training and capacity building and provision of 

income: generating assets through a mix of bank credit and Government 
subsidy; disbursed through the District Rural Development Agencies (DRDA). . ' -· . 

Scrutinr of records of DRDA, Daman revealed (November 2007/0ctober 
·. 2008) tl;lat ithad kept Rs. 93.32 lakh unutilized as of31March2008 under this 

programme. This include the balance of Rs. 64.61 lak:h brought forward from 
2000-01 and interest of Rs. 34.37 lakh earned ofwhfoh.only Rs. 5.66 lakh had 

. . \ 

~m~~ , 
I . \ 

DRDA had informed the Ministry (September 2000) that there were very few 
I ' --

eligible i families and due to heavy demand in industrial sector, most of them 

got employment easily in industries, and as such. they did not prefer to work as 
laboure~s or to take loan for self-employment. Thereafter, the Ministry had not 

sanctio*d any grants. Through DRDA had requested (September 2000) for 
review ~nd upward revision of critena for classification of families as BPL 

I . 

from Rs. 266.97 to Rs. 600 so as to cover more rural households, it did not 
' . 

pursue the matter with the Ministry. Nevertheless, it hadretained the grant of 
I 

Rs. 93 .32 lak:h unutilized. 
I 

I 

DRDA stated (October 2008) t]1.at the Scheme has since been implemented in 
I 

full swing during 2008-09 as evident from 14 applications received'. This 
would n'ot justify the retention of grants unused for over eight years. -

The matter vias brought to the notice of the Ministry in June 2008; their reply 
. I . 

was awaited as of September 2009. 
I . 
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A Centrally Spmm1llre~ §clfuem~. for DevefopmeHllt of illl\farnHll Wa11:ell" 
11'iraIIBSJPloll1 (IWT), was SlllllhlstamtiaUy revised! · iil!ll · 2@1!])2 will:lhl JPlll"®viisfollll ([])f 
fnimancfaR assistance of .90 fo · !00 per, cent grallllt-JilllH:l\iicll ~fol!" varimns IW'Jl' 
activities - s1111rveys I s11:1lllrlliies, waterway «llevefopmel!l11:9 Illlavftgafimn: aii<rlls, 
11:ermirmal facilitiies, pr([])CUlllt"emelffit C1fyesse!s for «llevefopmellllt allll<dl ir.egunbintfollll 
etc. Du1rfumg 2003-@1, 35 JPll"®jeds were sa1111ctn.mneall ii.ID\ 15 States at a Cl!Jl§(([J)jf 
Rs. Jl.(!)5.89 ·Clt"([])Jre, agaiil!llst w!niicl!n. .frimds of Rs. 52.84 c1rnre we!l"e released.. 
Tllne sclhleme was diiscl!J)J!11tiumune<dl . !by tlhle Pilainumiil!ll.g Coml!lmissfollll ill1l Felblmarry 
21!D()l/. As SllllG.'.h, tlhle objective of «llevelopmennt ®f !WT as an eco-friie!Illa:l!Ily, 
ec®Hmmicallly vfabUe annidl f1111eil-eflind.ellllt Jilrnodle ([])f 11:ra1IBsport ireJJlillaiiinne([]l' 
\ll!nnaclhliieved. , 

Allldiill: scru~llllY of tl!ne recoll'i!lls of tllne MD.nnistry ®ft° §lln.iippfilmg rev.eaRedl that 
rnni.ly 3 ([])11dfo:lf 35 JPlrO]ects were !l'e]!DOJ!"ted\ fo Jllave Jheeill\ COHl!Il]!llllete([J!, wJlnile 
wmrlk inai!ll lliot·eveHll com.menceall iiIDl Jl"esped ®Jf B Jpnrnjects. Funrtlhler, lfiefi([]l 
a11Ilirlhi11: of :H.6 pr®jects iinn 5 §fates (O!d.ssa, Hftmaclhlall Pradlleslhl, Madlllnya 
Pradeslln, Mallna1raslhltra an«ll West Bel!llgall), revealed! t!lna11: rrmm.y JPlll"o']ecfa 
were !yillllg nimcmimJPIIlete · a!lll.d. l!naidl l!llot acllnievedll. tlllleiill" iiirn.tendeidl olbl]ectn.ves 
resUJ1Iltinng iIIR 1lllmlfrunitfullll e:xpeJmidlfttUllre~ · Jirri fy.!hnallllnya lPJrai!lleslln, ftnnllamll water 
transport llna«ll . II1lo11: .beenn operatl®llllal!lisel!ll at Barrnsaga1r ireservoili-. pir.oject 
«llespite ~([])mis11:ructftonn of ]effies. annirll W1illntnlll)g Ilnalll wllnereas at :JR.iunnn ;\ warrntii 
Bai Sagar reser:voiir, fewer jeffies tllnalin: salllldfolllled were cmns1br11Ilcte«ll, arnillll 
mM~ jetty was sunlblmergei!ll D.llll water. Jlmdlhle tlhl.ftri!ll jpnrojeci at Gannidllnl1. Sagal!" 
1reseJrV'([J)iiJI", tlhle jetty aiillall walitinng Itnal!JL.were far Jfrom tllne waterlliH!le annd 
tlhierefore, co11Illld Jlll.([J)t lble unseal!. Xrrn Maltnairnslhl.11:ira, illll m1e piro]ect at Goidlawarii 
:river nnear Vftsllmunpunirii, ]eilies were mi~y partianny cmnnJPIIleteidl aIIBl!ll nnot iirrn 
Ul!Salbllle sllna]ple, aJ!lld tllne maj([J)Jr Jlllm:tn.mm ~f e:xpenntrlliitumre-Ilnaidl Jbleellll diverted aJm«lJ. 
nl!llc111ned . at a . ,"Jrellftgfouns tl!DUD.1rnst trllestiillllatiilOirrn for coimstrunc11:forni . of batlhliirrng 
glhlats. Tlluee JPll!"([])]ects at Isapun1r JResel!"Vonr, Karannja am! JaHlljira :fort were 
yet to C([])llI!llIDeJll\ce, wllile1reas nHll. tllnree Jl.llll"®jiects at Agardarrn«lla, :m.gl!Rli mm«ll 

. lRajp1lllrii., tlhlell"e weire reidlunnnidlallllt Jlllll"®Vnslil!llJIBs for mdstil!lg jellies allllidl 
appll"~acll! :roads. Xnn al!llotlhle:r ][])Jrriject at Mairiiidlwa, fumitlls were tinsed 
p1rim.arfilly · for · cll"ea11:foim of ltnftgh cllass aJllllleimW.es ~ay Jbeyolllldl tllne . 
:irequkeiliments (!)Jf rrmr'm.'all passeIIllgers, while niiavigationaf cmimpmnents well"e 
lll\ot carried out. ·1Irrn Hiimacllnal · Pradeslhi, C«llllllstrucfiollll o:lf tine tW«D majm:· 
jetties iiim tllne pr([])ject at GolM.nnall Sagar lLaJk.e·well"e yet to commelllce, wltniile 
the §fate . GoveJrnnmeimt wrmnglly irepoll"ted compRetiol!ll ®f aRll tllne smaRRer 
jetties. F11Ilrtlbl.er, tl!ne JPlassellll.ger sHne«lls were cmistrl!llded far frninrn tlhle 
waterlllmie. Jl:Jm West . Benngafi, ftn «Dillie. project in S1lllnderlblalllls AJl"ea, tl!ne 
cmnstnicted. jetties were Ul!Hll\lllsalMe, while in annother prnject, there was. 
dear re([]!11Ilirem.ellll11: foll" passelillger facirnities, wM.clln could nnot lbie f11Il~fnlllei!ll due 
to tllne cfos11ue of. tllne scllnem.e. JlIIll Orissa, fuumds for extenndiinng aim e:xiistil.llllg 
waiiti.IIllg ban at BaRunga«Dnn were. dliverted 'for- coimstrrictillllg a nuew waiting 
hallli with l!)ffi.ce lbluni.Rirllillllg. · 
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[iiitftir!n"«lil~u1 
Inland :Water Transport (IWT)iis an eco-friendly, economically viable and fuel 

i ' •. ' 0 ' 

efficier1t mode p£ transportation. While India has 14,500 km of· navigable 
watersJ IWT in India has not developed to its full potential due to several 

~ . . - ' ' 

constrairits like insufficient. water depth of major rivers, non-availability of 
adequ~te navigational aids, i~adequate terminal facilities etc:. , . 

' I 
Devel~pment of IWT wolildhave numerou·s direct arid indirect be?efits such . 

as cat~lysing in~ustri"\l gr~wth 'and econbmiC activities in the hinterland along ' 
watenyays, shift., of cargo transport from other nr9des of tr;~msp0rt; and . · ·. 

decongesting road and rail ·traffic. . .·,, , , " . . . 
' '! - : " ~ •. ;, ' .. j. " . ·~. ' 

Resporisibility for cfevelo~ment of inland water transport is divided between 
I . ' .. , , 

the Centre and the States, with the Central Govemm~nt developing national 
I • · .. 
I , . . • • 

.watenyays through the Inland Waterways Authority of India (IWAI), while 
the stdte Governments.are responsible for development of other waterways. . 

'• I .' \ •• • 

· .. 
i .;:.\ 

A Centrally Sponsored}Scheme of th~ Government pf India in IWT Sector, 
' ' 

which ihad been in existence since the First Five Year Plan, was modified in 
Nove~ber 2002 for p~dvidirig 100 per c,ent grant-in..:aid for projects in the 
North :Eastern States (uid,luding Sikkim)," and 9D per cent grant-in-aid to ~ther 
States.: The Ministry of' S]lipptng (MoS} was·· the nodal Ministry for 

I ~- ' • 

admin}stering the scheme .. · 
. ' . . . 

In Feoruary 2007, the PlallI!ingCommissiop. discontinued the, scheme as a 
Centrdlly Sponsored Sche:n:p.e but retained it as a Central Sector Scheme only 

. ·for th~ North-Eastern States. . 

·~f~i~111ltfi!~U:~!~~~§~ii~l!!m't~ 
I . 

. . . 

Underi the scheme, 35projects.in.respectof15 States were sanctioned during 
2003~07 ata cost of Rs; 105.89 crore and funds of Rs. 52.84 crore released; a 

' . 

· complete list of the projectsjs iI1dicated in Annex-I .. 
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Audit of the IWT Scheme, covering the projects sanctioned after the revision 
in November 2002, was conducted to verify achievement of the stated 
objectives ofthe_scheme, utilization of funds and compliance with the scheme -
guidelines. 

R~cords · in the Department of Shipping were scrutin.i~ed -between May and 

Augusr2008. In addition, audit also conducted field vis#s to Orissa, Himachal 

Pradesh, Madhya Pradesh, Maharashtra and West Bengal between August 
2008 and January 2_009 to_ examine the records of State-level agencies and 

verify field level implementation of 19 projects costing Rs. 80.61 crore (76 per 
cent oftofal sanctioned cost) sanctioned during 2003-07. 

\ I 
- I ! - -· ', ; 

Alllldit g:rateflll!Uy acklmowile<\tges the 1 assi~faJID.ce and- co-opeirntfo1m oJf tlhte 

MiJ1B.Jl.stry oJf Shftppihmg, Goll as well a~i t~~ State G(rve1mments 1rh1nrmg the 
cmndrurct l!llf the-alllldftt. 

i~ti~~il~·~l:~liliifdllii§ 

ifit~SW~l9D•~l11}1;!m1 

- State wise sanction of-projects alongwith expenditm:_e thereof is summarized in 
the table below: 

Tall>!e-1: !WT Pirnjetts sanctimned 

2. 
75.00 67.50 3.75 52.50 

Pradesh 
3. - Bihar 4 115.00 21.00 11.50 11.50 
4. Goa 1 109.00 59.18 0.00 -0.00 
5. Himachal 

- 117.40 105.66 -11.74• 43.07 
Pradesh 

6. Kamataka 1 56.70 51.03 5.67 56.70 
7. Kerala 1 362.22_ 65.30 - 0.00 0.00 
8. Maharashtra 8 2983.48 1037.81 - 1945.68 568.01 
9. Madhya .• 3 861.74 213.49 626.52 804:69 

Pradesh. 
10. 1 280.33 178.15 0.00 0.00 
11. 1 75.60' 15.12 0.00 15.12 
12. Orissa 2 214.70 50.07 5;11 51.10 
13. Tri ura 1 46.60 9.32 0.00 - 0.00 
14. Uttar Pradesh 1 10.00 2.00 0.00 0.00 
15. West Bengal 5 3798.51 2322.20 255.42 2372.79 

Total 35 10588.84 5283.64 2865.39 41815.68 
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e ·. Oft~e 35 projects.sanctioned during 2003~07; one project was fotedosed and 

the ~tatus ofremaining 34 projects wa~ as follows: 

©. 

. i 

. . . . 

The fulh'.central share of:sanctioned amount was released by MoS in 

respect of ~nly seven projects. Out of t:Q.ese seven projects, only three 

projects were reported to have been completed as of May 2008 . 

. 13 projects (37.14 per cent) iri seven States, in respect ·Of which 

Rs. 7:41 crore (14 per cent) of funds ha~been released between March 

2004 and March 2007, had not even commenced (March 2009); 

@ \ . . The remaining' 18 projects, for .which Rs. 41.81 crore had bee.n released 

between March 2004 an&Mairch 2007, were stiH incomplete;. 

I • 

Proj:ect-wise details are given in Amumex-III. 
' 
i 

f~li~~lli~~Jil~lll!l~t~1sm~{1\D ·· , .. 
I 

Audit observed that the physical achievements ag~inst the tilfgets; ~s showh in 
Anrl~x Il-B, were way behind schedule in 'afr the project~·.: and Mos did not 

tak~ effective action .to get the·work .on t~~;~roj~cts expediteci'..Ah the 35 
: . . [_-' . fi . : . - . . .· . . ' . .-· .' -!·. ::1; . •·. 

pfoj,ects sanctioned were targeted to be c9inpleted by March '2008•. Physical 
pro~ess in respect of these projects was as-~det.: .· ' 

' . _. . . 

Tablle-2 

\Number ;of projects to be co~pleted by 2007:..08. >-· 
I ! • . . • ... 

.···.· ... _,;, :7<;'.y~; i ..•. ~ 11~1 1 
. <.'.f/ ·"· . ·. L---=-=--i! 

! .·Projects ~ith physical progress less than 25 pe~~~~~- , •· . . . . ;. . >:•· :· t\..] ~ 
I Projects .\vith physical progress between ?~"to so·pere~tA~;, - -11 06 1

1 

j·Projects ~ithphysi_cal progress between5~o'~o;7? perceJ'l\::,:~;'.·:· . ·.}.,·:-1~1 
[ Projects (with physical progress between 75 10~1-QQ p¢rcent · ··. · .;. •·_ .. · · . · jl 05 I! · · ·._.·.·.·._ I '1 ! '->.~ •. ·; .: 

f Projects [where progress not reported or percentage progres~~qt~~~~ilable ·1~1 

I 

I 

Fie~d visits by audit team to Madhya Pradesh, Maharashtra, Himachal 
Pra~esh, West Bengal and Orissa revealed that many projects had not achieved 
their intended · objectives and;, there were several cases of unfruitful 

' . . 

exp'.enditure, as described below .. 
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(i) Madhya Pradesh 

Three projects on development of IWT in Indira Sagar and Rani Awanti Bai 

Sagar reservoirs, Bansagar reservoir, and Gandhi Sagar reservoir were 

sanctioned at a tota l cost of Rs. 8.62 crore. Against the Central share of 

Rs. 7.76 crore, Rs. 2.13 crore of fu nds was released between March 2005 and 

October 2006. All the three projects were covered in fi eld audit, and the 

findings are as follows: 

Development of IWT in Sone River at Bansagar Reservoir 

The project was sanctioned in March 2006 for infrastructure development and 

facilita tion for passengers and cargo. It was envisaged that over 36 lakh 

passengers wou ld use IWT annual ly. The project had a sanctioned cost of 

Rs. 4.15 crore (Central share - Rs. 3.74 crore) and was to be completed by 

March 2007. 

Fie ld vis it by audit revealed that the planned Jetty, Booking Office and 

Waiti ng Hall at ew Sapta had been constructed. However, IWT had not been 

operational ised, as the agency responsible for regu lation of the transportation 

system had not been decided in the absence of g uidelines from the Central and 

State Government. The expenditure of Rs. 3.67 crore (inc lud ing Central share 

of Rs. 0.83 crore re leased in March 2006) incurred on the project and the 

facili ties created remained unproductive as of ovember 2008. 

Waiting Hall at New Sapta not yet operationa l J etty at Sariya (nearest to Bansagar Dam) 
with tourism potentia l await ing arrival of 

boats 
Development of intra reservoir transport in Rani Awanti Bai Sagar and 
Indira Sagar reservoirs 

• Against the sanctioned e ight jetties, only six jetties were constructed. 

Jetties were not constructed at Bargi and Payalee. ln response to an aud it 
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query, the implementing agency Narmada Valley Development Authority 

(NVDA) intimated that more funds were required for taking up the 

remaining work. 

• Two jetties (Rs. 10.80 lakh) as well as components re lating to on 

hydrograph ic, construction and traffic surveys, navigational aids, s igna ling 

system, GPS, computers (Rs. 9.00 lakh) had not been taken up by the State 

Government. However, the central share of funding of Rs. 19.80 lakh in 

respect of these works was not refunded to the centre. 

J etty at Papri Kalan subme rged in water 

O ne jetty at Papri Kalan, whi ch had a sanctioned cost of Rs. 6.00 lakh but was 

awarded at Rs. 7 .59 lakh, had been constructed in 2006-07 was found 

completely submerged in water during the audit team 's field visit in 

November 2008. This indicated lack of proper planning, study and survey 

before selection of the s ite and deciding the level and design of the jetty. 

In response (Septembe r 2009), the implementing agency (Narmada Valley 

Development Authority, Government of Madhya Pradesh) stated that due to 

escalation in prices as well as inadequacy of funds, Rs. 19.80 lakh was utilized 

in the construction of s ix jetties taken up. They a lso stated that due to 

unavoidable reasons some part of jetty would always be under submergence. 

However, the reply is not tenable since as per the sanction of MoS, escalation 

was to be borne by the State Government from its own resources. Further, the 

jetties were complete ly submerged, and were not in usable condition. 

152 

• 



I 

Report No. 9of2010-1/ 

Development of IWT in Chambal River at Gandhi Sagar Reservoir 

The jetty constructed at Rampura, which had a sanctioned cost of Rs. 0.21 

crore, was not serving any purpose, as there was no water within a range of 

two kilometres from the jetty. The wa iting hall and booking office constructed 

Rampu ra J etty far way from water Deserted Waiting Hall and Booking 
O ffice at Rampura 

in March 2008, were also deserted, as the actual boarding point was far away. 

Audit further observed (November 2008) that commuters were using a 

temporary shed of dried leaves as the waiting hall. There was no maintenance 

of the assets created at Rampura - notably the approach road, the booking 

office and the waiting hall. 

(ii) Maharashtra 

In Maharashtra, eight projects were sanctioned with a cost of Rs. 29.83 crore 

(Central share Rs. 26.85 crore) aga inst which Central funds of Rs. I 0.38 crore 

were re leased during March 2004 to March 2006. Audit fi ndings in respect of 

these e ight projects are discussed below: 

Development of IWT in Godavari River near Vishnupuri 

The proj ect, whi ch had a sanctioned cost of Rs. 2.72 c rore, was intended to 

provide basic infrastructure facil ities at various sites near the Vishnupuri Lift 

Irri gation Project in Nanded. As of October 2008, expenditure of Rs. 3.25 

crore (inc luding Central share release of Rs. 2.07 crore) had been incurred. 

However, fie ld audit revealed that: 

• While six jetties had been completed by November 2008 and the 

remai ning four sanctioned jetties were nearing completion, the boats and 

ferries had not been made operationa l. In response, the executing agency 
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stated (December 2008) that the use of the jetties would be commenced 

soon. 

• Even the completed jetties were not in usable shape, as finishing work was 

stil l to be done, and the approach road/ path had not been constructed/ 

strengthened. ln response to an audit query, the Executive Engineer, 

Nanded Irrigation Division, Nanded, replied that the above work was not 

executed because of the instructions from !WAI, the Maharashtra 

Maritime Board (MMB), and the Executive Committee for 

Implementation of IWT. However, audit scrutiny revealed that this 

correspondence predated the sanction of the project, and the scope of the 

project included strengthening of approach roads for jetties at ten 

locations. 

Jetty at Ganga bet not in operation 

No approach road for j etty at Markand 

• None of the jetties, except at Kaleshwar, was completed in all respects. 

Further, the major portion of the expenditure had been incurred at 

Kaleshwar (a religious tourist destination) fo r construction of a complex of 

bathing ghats etc., which did not relate to IWT scheme. 
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Proposed J etty at Rahati - work sta rted and sta ted 
to be nearing completion, but evidently not in 

progress 
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Complex of bathing ghats a t Kaleshwar - diversion 
of IWT cheme funds 

• Sancti oned components relating to strengthening of approach roads, 

navigational aids, street lighting, fencing of fac ilities and various studies 
and investigations were apparently not intended to be taken up, as these 

were not included in the composite tender for works. 

Development of lWT in Penganga River at lsapur Reservoir, Taluka 
Pu sad 

An amount of Rs. 78.00 lakh had been released as Central share in March 
2006. However, Government of Maharashtra relea ed Rs. 3.90 crore to the 
nodal agency, MMB, between January and March 2008, which was lying 
unutilized as of ovember 2008, although the executing agency 1 was ready to 
carry out the execution of the work. Field audit revealed that, in contrast to the 
situation at Yishnupuri , boats and ferri es were operational , but no jetties or 
waiting halls had been constructed. 

Boats operational at Warkhed without a j etty 

1 Executive Engineer, Upper Penganga Project Division No. I, Nanded 
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Development of lWT at Agardanda, Digbi and Rajpuri 

Three projects for construction of new jetties at Agardanda, Dighi and Rajpuri 

in Raigarh District were sanctioned by MoS during 2003-05 at a cost of 

Rs. 3 .62 crore. However, field audit revealed that: 

• Jetties already existed at all three sites; construction at Agardanda and 

Dighi had not commenced, while construction at Rajpuri was rescinded 

after incurring an expenditure of Rs . 0.3 1 crore till November 2008. 

• Approach roads existed at Agardanda and Dighi, wh ich were re-sanctioned 

in March 2006 and March 2005 respectively. While the work at Agardanda 

was not taken up, expenditure ol Rs. 0.67 crore (against the sanctioned 

cost of Rs. 0.53 crore) had been incurred on the new approach road at 

Dighi, which was still incomplete as of December 2008 though the project 

was stipulated to be completed by March 2007. 

• While the existing waiting shed at Rajpuri had been dismantled, the work 

on construction of the new waiting shed was rescinded. 

Existing jetty at Agardanda 

Existing jetty at Rajpuri 

Existing jetty at Dighi 

Construction of new jetty at Rajpuri, since 
rescinded 
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New approach road at Dighi - still in progress Existing Waiting Shed at Rajpuri dismantled 

Development of IWT at Karanja and Janjira Fort 

Two proj ects had been sanctioned at Karanja and Janjira Fort in March 2004 

at a cost of Rs. 6.06 crore, and Central fu nds of Rs. 2 .27 crore were re leased 

between March 2004 and March 2005. However, the projects had not been 

taken up as o f December 2008. 

Development oflWT from South Mumbai to Mandwa 

In March 2004, MoS sanctioned a project for development of IWT from South 

Mumbai to Ma ndwa fo r Rs. 4.1 1 crore, involving Centra l share of Rs. 3.70 

crore. The project covered severa l components - prov ision o f passenger 

amenities; ex terna l wa ter supply pipe line; dredging; break water o f 150 

meters; fire fig hting and Ii f e saving appliances; hydrographic survey; and 

studies/ investi gations. 

Subsequently, MoS released Rs. 2.04 crore between March 2004 and March 

2005 to the tale Govern ment. The noda l agency, MMB, drew the fu ll 

sanctioned amount of Rs. 4 . 11 crore in phases by O ctober 2007. Field audit, 

however, revealed that: 

• O ut of the total sanctioned cost of Rs. 4 . 11 crore, M MB incurred 

expenditure o f Rs. 1.64 crore (inc luding consul tancy charges of Rs. 0.32 

crore) covering only two components - provision of passenger ameni ties, 

and externa l water suppl y pipeline. The other components had not been 

ta ke n up. "-

• Ministry sancti oned Rs. 0.27 crore, for passenger amenities (passenger 

shed, ca feteria, ticket counter, to il et, water supply) and external water 
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supply pipeline. As against th is, MMB incurred an expenditure of Rs. 1.32 

crore which included construction of unusually high class amenities (first 

class and YIP waiting area after booking, open to sky sit out, restaurant 

with kitchen and service to kitchen road in place of cafeteria). Further, an 

office for MMB was also constructed, which is outside the scope of IWT 

scheme. 

Office for MMB in Mandwa Terminus Building 
constructed out of IWT funds 

First Class and VIP Waiting Hall at Mandwa 

Thus funds provided were used primarily for creation of amenities way 

beyond the requirement of the normal IWT passengers. Further, unusua lly 

high consu ltancy charges of Rs. 32.00 lakh, even more than the MoS sanc tion 

of Rs. 27.00 lakh for passenger amenities, were incurred for consultancy 

charges. On the other hand, navigational components li ke dredging, break 

water, hydrographic survey, studies and investigations were not carried out. 

Thus as against the sanctioned amount of Rs. 0.27 crore for creation of 

passenger amen ities and external water supply pipeline, Rs. 1.64 crore 

(including consultancy charges) had been reportedly incurred as of December 

2008. The balance amount of Rs. 1.77 crore needed to be refunded to Gol. 

Diversion of funds for consultancy 

The f WT scheme provides for grants-in-aid to the State Government for 

supervision and consultancy. The consultancy component was not included in 

any of the eight projects sanctioned for Maharashtra. evertheless, the nodal 

agency, MMB, unauthorizedl y paid Rs. 1.12 crore for the consultancy 

component for these eight projects. 
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( iii) Himachal Pradesh 

One project for deve lopment of !WT for trans it facilit ies at Gobind Sagar Lake 

was sanctioned in March 2005 at a cost of Rs. 1.17 crore, with central share of 

Rs. 1.06 crore which was released by February 2006. Under the project, two 

jetties at Luhnu and Jeoripattan , and nine sma ll jetties and passenger sheds 

were to be constructed. 

Field audi t revea led that: 

• The construction of the jetties at the two most important sites at Luhnu and 

Jeoripattan had not commenced as of October 2008, though the foundation 

stone for the Jeoripattan jetty had been laid in September 2005. 

J etty at Luhnu not constructed J etty a t Jeoripattan not constructed 

• In response to an aud it query by the Pr. Accountant General (Audit), 

Himachal Pradesh, in August 2007, regardi ng non-completion of project, 

the State Government intimated (January 2008) that al l nine sma ll jetties 

had been completed. However, fie ld visit in October 2008 to Nakr.anaghat 

and Chall elaghat confirmed that jetties at these two sites had not been 

constructed. In the same context, the State Government reported 

expenditure of Rs. 0.67 crore as of Jan uary 2008 on the project, wh ile the 

expenditure verified during fie ld audit in October 2008 was only Rs. 0.43 

crore2
. Such incorrect reporting by officia ls of the State Government must 

be investigated. 

2 Inclusive of Rs. 9.77 lakh drawn by the Directorate of Transport for consultancy charges and 
contingencies 
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• While passenger sheds at both Nakranaghat and Challelaghat had been 

constructed, terminal approaches from the passenger sheds had not been 

constructed. As such, the waiting sheds were, in effect, not usable. 

.. ..._ ..... , 
Small jetty at Nakranaghat not constructed Small j etty at Challelaghat not constr ucted 

Terminal approach a t Challelaghat not constructed Approach to Passenger Shed at Nakra naghat 
not constr ucted 

(iv) West Bengal 

Five projects were sanctioned for West Bengal at a total cost of Rs. 38.83 

crore, with Central share of Rs. 34. 19 crore; Central funds of Rs. 23.22 erore 

were released in phases upto March 2007. Out of five, two projects were 
covered in fi eld audit. 

Construction of 22 RCC Jetties in Sunderban Area 

In March 2006, MoS sanctioned a project for construction of 22 RCC jetties in 

the Sunderbans area at a tota l cost of Rs. 4.07 crore, with Centra l share of 

Rs. 3.66 crore, and released Rs. 0.81 crore as the first installment. The 

Government of West Bengal took up constrnction of onl y 18 jetties, as two 

jetties had already been completed under other programmes, and two other 
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jetties could not be taken up due to unsuitable si te conditions. MoS did not, 

however, readjust the sanctioned cost in the light of this reduction . 

Wh ile Aud it was informed (January 

2009) that I 0 out of 18 jetties had 

been completed, fi eld audit revealed 

that the approach roads and 

protective work were yet to be 

constructed, rendering the jett ies 

effectively unusable. According to 

the State Government, construction 

of approach roads coul d not be 

taken up due to non-availability of 

Centra l funds. 
Jetty at Satj elia without approach road 

Jetty at Hogalduri without approach road Com muters at Hogalduri not using the newly 
constructed jetty 

Constn1ettoa <>f jetties between Tribeni and Farakka 

In 2003-04, MoS sanctioned a project for construction of 57 jetties on River 

Hooghly - Bhagirath i between Tribeni and Farakka at a cost of Rs. 22.62 

crore with a Central share of Rs. 20.35 crore. The proj ect was to be completed 

by August 2008. Upto March 2007 (when the scheme was closed), MoS had 

released Rs. 14.68 crore for the project as Central share. 

As of January 2009, of the 57 jetties sanctioned, onl y 11 jetties were stated to 

have been completed, whi le in respect of 13 jetties, gangway and pontoon 

work was complete but link platforms were yet to be constructed . 
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(v) .·· . ~wfi:'il 
·'""·-1-w•• 

c 

Two projebts on. 'Development of .IWT Sector for upgradation of existing 

·facilities' ~nd 'Preparation ofDPR.on waterways and IWT development' were . 

sanctionedifor Orissa, with a total sanctioned cost of Rs. 2.15 crore and release 

of Gal fun~s of Rs. 0.50 crore. 
"'~,,·.~~, _.,.,. ~·- ... -~ .. : -~.' "····.-· .......... , ....... ~--· ~ ~ ,_. 

· iii~~i~'~mfflf~!1~~]]~NrlI~'~~~nrrr<t~ir~~~2n~!!ttiiJ"g:c::~1eftrii~~ 
The proje~t on 'Development of IWT Sector for upgradation of existing 

facilities', for which Gol funds of Rs. 0.41 crore were released, was foreclosed 

after. work! on only one out of 15 components was undertaken, as the State 

Governme~t found it difficult to execute the project at the sanctioned cost. 

Audit scru~iny, however, revealed that IW AI, while recommending the project' 

for sanctidn, did not comment on the reliability or firmness of the cost 

estimates. : 

One comp0nent of the project at Balugaon was the extension of waiting hall 
I 

for which 'J.{s. 4.20 lakh were sanctioned. Field audit revealed that instead of 

extending the existing waiting hall, a new office building (with rooms for 

officer~, • staff and stores and a very small portion as waiting hall) was 

irregularly ;constructed at a cost of Rs. 28.00 lakh. The Director, Ports and 

Inland Water Transport, Bhubaneswar in his reply of August 2009 stated that 

the const~ction of the waiting hall was made within the scope of work 

sanctioned I by the State Government. The reply is not acceptable, as the 

constructiop office building was outside the scope of the project sanctioned by 

Mos. 

oc111([;:4:!11~t!DfI~(~JtrliJL~in~fl~m~!ll 

As per the Scheme guidelines, funds were to be released in the manner: 

o An advance upto a maximum of 20 per cent of the project could be given 
I • • 

to the ~tate Government by Gol. The first installment would be released 

only oh submission of a detailed actiqn programme by the State 
Government. 

i 

® Releas~ of remaining funds would be decided on a case-to-case-basis, 

based on the DetiJ.iled. Project. Report (DPR), :,proposed "phasing of 

. exp~~diture, satisfactory progress reports for the preceding quarter/ period 

etc. 
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However, audit scrutiny revealed several instances of release of excess funds 

by MoS, ·without properly considering earlier releases of funds and State 

Government proposals for further expenditure, state-wise details of excess 

releases noticed in audit are given below. 

Tabile-3 

AllD.d!llnnn JP'Jrad!esllll February 2007 0.20 

March 2005 4.73 

Assam March2007 0.85 

M:mi.punJr March2007 1.22 

llimacllnall lP'Jrad!eslln February 2006 0.86 

Case-wise details of the excess releases are discussed in Anm.ex-m. 

Audit scrutiny further revealed that: 

@ Rs. 6.22 crore of Central share released by MoS were lying unutiHzed with 

State Governments and their implementing agencies for periods rariging 

from 10 to 51 months (Bihar - 51 months, Kerala - 39 months, Uttar 

Pradesh - 28 months, Assam - 28 months, Tripura - 27 months, etc.). 

There were delays in release of the Central Share by the State · 

Governments to the implementing agencies. 

® There was a shortfaH in contribution of the share of State Governments of 

Rs. 1.32 crore (West Bengal - Rs. 63.34 lak:h (16.31 per cent), Kerala 

Rs. 36.22 lak:h (100 per cent), Orissa Rs. 16.36 lakh (80.04 per cent), Goa 

Rs. 10.90 lakh (100 per cent), etc.). 

G> Contrary to the provisions of the GFR for avoiding release of funds 

towards the end of the year, the sanctions issued by MoS in the month of 

March of Rs. 37.89 crore constituted 72 per cent of the total released 

amount of Rs. 52.84 crore during 2003-04 to 2006-07. 

Project-'wise details are discussed in Allllllllex-IV. 

Audit scrutiny revealed that against the amount of Rs. 52.84 crore released 

upto March 2007, Utilisation Certificates (UCs) for only Rs. 30.24 crore had 

been received by MoS as of May 2008, as detailed in Allllllllex-JUL 
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Further, while the project sanctions stipulated submission of .. audited 

Statements of Expenditure (SOEs) along with the UCs, such SOEs were not 

receiv~dfor any project. 
• I . . . . 

mi1;~~-~11~~:~~t•ofmlilll!illt~~i!il~~-

Audit scrutiny revealed the following cases of deficient financial management: 

e The Government of West Bengal had not refunded excess release of 

Ce,ntral share of Rs. 0.41 crore on account of reduction in the sc.ope. of a 

pn,>ject for construction of five jetties between Haldia and Triveni: 

® There were no instructions from MoS relating to utilization of interest 

eafned on unspent balances of Central release funds parked in various 

accounts. 
I 

Case-wise details are given in Annllllex-V. 

I 

Conse,quent on the disconti.nuati.on of the scheme in March 2007, the total 

spilloter liabilities on account of unreleased Central share for. allready 

sanctioned projects amounted to Rs. 44.35 crore. The modalities for meeting 

these balance liabilities had not been finally worked out by MoS in 

conjunction with the Ministry of Finance. 

The State Governments were to send detailed Quarteily Progress . Reports 
I . •. . 

(QPRs) to the MoS in a prescribed format, indicating the item-wi.se financial 
I . . 

and physical targets and achievements during the year. Audit scrutiny revealed 

that igainst the stipulated 454 QPRs in respect of 35 projects for the period. 

April 2004 to June 2008 required to be received, only 62 QPRs were actually 

received. 

As p~r the guidelines, IW AI was to assist MoS in monitoring progress and 

would recommend to Go I when the releases of the next i.nstalllment ·should be 
1' 

made/ to State Government. However, IW AI did nof fulfiH i.ts assigned role 

properly and merely f >rwarded requests of the State Governments to GoI 
I • . . . -

with~ut proper scrutiny. fu the case of Ass·am, the MoS had already released 

Rs. 3125 crore (March 2007) out of tOtal central share of Rs. 3.52 crore, and 
I ,. . . . . . . 

the ~aximum central share remaining to be released was Rs. 0.27 crore, IW AI 

forw*"ded the request of the · Govemmept of Assam for further release of . 

Rs. l! 12 crore, for consideration. 
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The matter was referred to the Ministry in March 2009; their reply· was 

awaited as of March 2010. 

Based l!llllll the ll"epoir11:. oif 11:llle Expel!)ldlft11:1lnre Reforms Comm:itssi1mm 
comp1!i11:erizatlil!llllll of 11:llne opell"a11:fol!lls of 11:1hte Clmarterillllg Will1lg, witlln tlhi.e 
ob]ec11:ive olf foll au11:mxnatiollll of wo:rk Jllll!"Ocesses and conseq1111.eJrn1I: rerlhmctioHll 
irrn staff s11:re!lllg11:l!n., waii apprnved illil Malt"cllll 21!Dl!D3. However, despitte 
expeID!diituue · olf Rs. 2@.G@ lalkh, 11:lhle ~mvisageidl beID1efi.11:s nlll\ terms olf · f1lllllll 
aufom.atiollll of· 11:1l:ne Clbl.all"tell'iillllg Wing cm11Ildl l!llo11: be aclln:iteved. FURrther, 
savnllllgs (!])f Rs. 62.25 falklhl. for 11:he. perfod from Jmrnne 21!D~5 to May W09 mi 

accoiuumt of red1Ulctionn ii.Ill! s11:mff s11:rel!ll.g11:h cml!ftidl alls(!]) irno11: be mclb.iieved. 

The CharteringWing (CW) of the Ministry of Shipping (MoS) is responsible 

for making arrangements for the transportation of cargo owned/ controlled by 

the· government/ government-owned entities as per the policy of buying FOB/ 

FAS and seHing CAF I C][F3
• 

In its nirith report, the. Expenditure Reforms · Commission observed in 
September 2001 !hit there was considerable ·scope for the computerisation of 

the operations of the wing, and this could result m a reduction in the staff 

strength ~s this ex~rc:i.se was to be carried out in· six months. These 

re'commendatiori.s were ·accepted by the Ministry and in July 2002, the Indian 
Port, Association (IPA), a: Society of. Major' Port Trusts, was asked to 

cotnm:e1ice:·'a ·detailed study' for computerization of CW. Subsequently in 

March 2003, -a proposal of the IPA for computerization of CW at a cost of 

Rs.- 47 :go lakh' was approved, and an advance of Rs. 20.00 laldrwas paid to 

IPA. The ·objective of the project was· fo fully automate workp~ocesses at CW 
for both bulk ·and liner ~argo, induding capturing, of letters of indent, 

capturing of enquiry details and preparation of enquiry registers, and preparing 

of fixture registers and vessel monitoring. However, voyage estimation, 

laytime 'calculation, etc ~as required to be done ~shlg separate ,application 

softw~e\o be p~chased by Mos~ 'A~ de9id~d in May 2003, the p,i:oject was. 
e~~isaged·1:~ be ·compl~tecl within is mo~th~ .~r3 ~onths for pre~~perative/ 
prep~;atory-wo~k and U mo~ths for instaUation/ implementation. . . 

• "'." ·-; - ': - - ' _. , ·• - 1'"· _,-· ;. : • ~ '. • - '. ':;' : •• - .-

'Since ·IPA lacked :in-house capability for software developrrient, a coritract for 
sdftwar~ d~velopri:ient at a cost of Rs~ 26.85 Jaklr was :a.warded to' Mis Birlasoft 

Ltd!'in February 2004:-·Tue·hardware ~nd systerii'stiftWai'e forthe project was 

3 FOB: Free on_ Board; FAS_: Fret: Along Side; CAE:: Cost and Freight; CIF:· Costlns:ured 
Freight,-- . .-:,,·>: .... , .... •·,.··:·;. _,,,. ···:;co:··::: ..... ·•: ,.... · · · "'· ., ·· 
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procured by I PA between February 2005 and May 2005 at a cost of Rs. 10.21 
lakh. 

Audit scrutiny, however, revealed that the computerization project had not 

been implemented as of May 2009. The hardware procured by the Ministry 

was lying idle and unused, and the software developed by Birlasoft had not 

been util ized, for the fo llowing reasons: 

• Birlasoft supplied a detailed Software Requirement Specifications 

(SRS) and a prototype Software Architecture and Design Document in 

July 2004. While MoS accepted these documents, subject to some 

additions/ alterations, in August 2004, it stated that since none of the 

officers of CW had any formal traini ng in computers, some of the 

screens might require slight modifications to meet specific/ unique 

requirements, and the requi site fl exibility for incorporation of minor 

changes/ additions. 

• Based on the accepted SRS and prototype, the software application 

was developed by Birlasoft, and the Preliminary Acceptance Test and 

User Acceptance Test conducted during January 2005. The hardware 

for the project was delivered and installed by NICSI4 in May 2005. 

Training to all users of CW was completed by June 2005, wh ile certain 

modifications and additions requested by CW in June 2005 were also 

carried out. By September 2005, Birlasoft informed IPA that they had 

completed all activities, and had also installed the application on the 

production server. Accordingly, IPA requested CW in October, 

December 2005 and May 2006 to issue a ' Final Acceptance Test' 

certificate; however, there was no recorded confirmation as to whether 

the same waf; ever issued. 

• While facilitation support was provided by Birlasoft from August 2005 

to January 2006 at a cost of Rs. 3.00 lakh, Birlasoft insisted that the 

SRS was the base accepted document, and any major changes/ new 

requirements could not be accepted at this stage; however, changes/ 

suggestions in the screens could be taken up during the warranty 

period of three years. The MoS continued to try to get amendments to 

the software, and also held/ attempted to hold meetings with IP A and 

the contractor between November 2007 and May 2008, which were, 

however, not successful. 

4 NlCS l: National lnfonnatics Centre Services Inc - a Section 25 Company set up under NlC 
(National lnfonnatics Centre) for providing IT solutions to Government organizations. 
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As of May 2009, despite an expenditure of Rs. 20.00 fakh (hardware and 
system software, software development by Birlasoft, facilitation support by 
Birlasoft, etc.), the computerization project had not been successfully 
implemented, and the ·envisaged benefits of full automation of CW could not 
be achieved. fa addition, the MoS -(through IP A) would also be responsible for 
balance liability to the contractor for software devefopment Further, the 

envisaged savings of Rs. 62.25 lakh for the period from June 2005 to May 
2009 though abolition of posts could also not be achieved. 

The matter was referred to the Ministry in November 2008; their reply was 

awaited as of March 2010. 
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Annex - I 

(Referred to in paragraph No. 12.1. 2) 

Statement showing the spillover liability against the projects sanctioned under l\\T scheme during 2003-0-', 2004-05, 2005-06 & 2006-07 
(Rupees in lak/rl 

SI. Sanctioned 
Central Govt. share Total fund 

Spillover 
State Name of Project (JOO% for NE States & released up to 

No. Cost 
90% for other states) 31.03.07 

liability 

1 2 3 4 5 6 7 (=5-6) 
I. Terminal facilit ies at South bank of river Brahmaputra.(2003-04) 35 1.68 351.68 325.00 26.68 

2:._Terminal facilit ies at North bank of river Brahmaputra.(2003-04) * 260.40 260.40 260.40 0.00 

I. Assam 
3. Development of 11 floating Jetties at major ghat banks on river 
Brahmaputra.(2004-05) 420.40 420.40 410.40 10.00 
4 .Construction of20 nos. o f 17 m long floating terminal at 20 major ghat on 
ri ver Brahmaputra.(2006-07) 450.08 450.08 90.01 360.07 
SU B-TOTAL 1482.56 1085.81 396.75 

2. 
Andhra I. Survey and techno economic feasibility study for development of Inland 
Pradesh Waterways in Andhra Pradesh.(2005-06) * 75.00 67.50 67.50 0.00 

SUB-TOTAL 75.00 67.50 0.00 
I. DPR for river front development at Patna aimed at IWT base 
tourism.(2003-04) 25.00 22.50 5.00 17.50 

3. Bihar 2. Collection of hydromorphological data and preparation of DPR for 
development of IWT facilities in river Gandak.(2003-04) 30.00 27.00 5.00 22.00 
3. Collection of hydromorphological data and preparation of DPR for 
development of IWT facilities in river Kosi.(2003-04) 30.00 27.00 6.00 21.00 
4. Collection of hydromorphological data and preparation of DPR for 
development of I WT facilities in river Sone.(2003-04) 30.00 27.00 5.00 22.00 
SUB-TOTAL 115.00 21.00 82.50 

4. Goa 
I. Conducting fresh Hydrographic Survey in the In land Waterways of Goa at 
Mapusa, Chapora and Sal rivers.(2005-06) 109.00 98. 10 59.18 38.93 
SUB-TOTAL 109.00 59.18 38.93 

5. 
Himachal I . Development of Inland water transport for transit faci lities at Govind 
Pradesh Sagar lake.(2004-05) • 11 7.40 105.66 105.66 0.00 

SUB-TOTAL 11 7.40 105.66 0.00 

6. Karnataka 
I. Techno-cconomic feasibility Study/ Survey for development of IWT in 
Kamataka.(2003-04) • 56.70 51.03 51.03 0.00 
SUB-TOTAL 56.70 51.03 0.00 

7. Kera la 
I . Revival ofVeli-Kovlam stretch ofTS canal. 
(2005-06) 362.22 326.00 65.30 260.70 
SUB-TOTAL 362.22 65.30 260.70 
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1. Project Proposal for development ofIWT in Godawari river near 
VishnuJ2uri. {2003-04} I 212.21 I 244.99 J 2®6.77 J 38.22 
2. Project proposal on development ofIWT from South Mumabi to Amba 
river/ Dharmatar Creek & vice versa at Karanja.{2003-04} I 481.54 J 433.39 I 114.13 I 258.66 

8. I Mallnarashll:rn 
I 3'. Project proposal on development ofIWT from South Mumabi to Mandwa 

{Amba river/ Dharmatar Creek & vice versa at Mandwa.{2003-04} - J 410.95 J 369.86 J 2041.45 I 165.41 
4, Project proposal on development oflnland Waterways in Mhasla/ Mandad 
River {Raj12uri Creek} at Raj12uri.{2003-04} I 469.45 J 422.51 :n,n.«H1 I 251.51 
5. Project proposal for development of Inland Waterways in 
Mhasla/Mandad river(Rajpuri Creek) near Janjira Fort in 
Maharashtra.{2003-04} 124.60 J 112.14 I 5L96 J 60.18 
6. Development oflnland Waterways in Mhasla/ Mandad River (Rajpuri 
Creek} at Dighi.{2004-05} I 499.39 I 449.45 I 83.83 I 365.62 
7. Development ofIW'f in Penganga river at Isapur reservoir Taluka -
Pusad.{2005-06} I 390.00 J 351.oo J 18.«»o I 273.00 
8. Development of Inland Waterways in Mhasla/ Mandad river in Rajpuri 
creek at A ardanda 2005-06 335.34 301.81 67.07 234.74 
SUB-TOT AL 2983.418 :lidl37.8Jl Jl647.32 

I Madhya 
1. Development of Intra reservoir transport in Indira sagar and Rani A wanti 

9. bai sa ar reserviors in Mandh a Pradesh. 2004-05 59.74 53.76 53.76 0.00 Prad!esl!u 
2. Develo ment ofIWT in Sone river at Bansa ar reservoir 2005-06 415.00 373.50 83.@0 290.50 
3. Development oflnland Water Transport in Chambal river at Gandhi Sagar 
reservoir.(2005-06) 387.00 348.30 76.73 271.57 
SUB-TOT AL 86Jl.74 2B.419 562.«17 

IO. I Ma1tnimu 1. Proposal ofLoktak Lake Inland Water Transport proiect.(2006-07) 280.33 280.33 Jl78.:li5 102.18 
SUB-TOT AL 280.33 :li78.Jl5 :li«l2.:l.8 

11. I Nagallimd! 
I l .Hydrographic Survey and Techno-Economic Feasibility Study in river 

Tizu to romote Indo- M anmar trade 2006-07 , 75.60 75.60 Jl5.:li2 60.48 
SUB-TOTAL 75.60 :li5.:li2 6@.418 
1. Developmetn ofIW'f sector in the state ofOrissa for upgradation of 

12. I Orftssa I existing facilities.{2003-04} 204.40 I 183.96 I 4@.IW I 143.16 
2. Preparation ofDPR on waterways development and furture development 
oflwt sector in the state ofOrissa.(2003-04) * 10.30 9.27 9.27 0.00 
SUB-TOTAL 2:li4.7@ 50.07 :li43.:li6 

13. I Triillllllllll"lll I 1. Development of ferry service in dumber water area(2005-06) 46.60 46.60 9.32 37.28 
SUB-TOTAL 46.60 9.32 37.28 
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SI. Sanctioned 
Central Govt. share Total fund 

Spillover 
State Name of Project (100% for NE States & released up to 

No. Cost 90% for other states) 31.03.07 
liability 

I . Preparation of Detai led Project Report for introduction of IWT on river 
14. Uttar Pradesh Gomti in Lucknow city from Gaughat Pumping station to Gomati Nagar 

Barrage.(2005-06) 10.00 9.00 2.00 7.00 
S UB-TOTAL 10.00 2.00 7.00 
I. Construction of Gangway Pontoon type floa ting jetties 53 nos. and R. C. 
C. Slipway jetty - 4 nos on NW- I between Tribeni and Farak.ka.(2003-04) 2261.50 2035.35 1467.53 567.83 
2. Construction of 4 Gangway Pontoon type jetties and I RCC jetty at 

15. West Bengal 
Dakshineshwar, Sheorafuli, Manirampur, Samoshpur (AKRA) and 
Nandigram between Haldia and Triveni .(2004-05).0riginal sanctioned cost 
was Rs. 372.82 lakh.State Govt. dropped the const. Of jetty at Nandigram so 
the project cost got reduced to Rs. 288.0 I lakh. * 288.01 259.21 300.51 -41.30 
3. Construction of 2 Gangway Cum Pontoon Jetties at Nebukhali and 
Dulduli on river Sahibkhali in Sundarban.(2004-05) 460.00 414.00 404.00 10.00 
4. Construction of 22 RCC jetties in Sunderban area.(2005-06) 407.00 366.30 81.40 284.90 
5. Construction of two gangway cum pontoon jetty at Harwood point and 
Kachu beria(2006-07) 382.00 343.80 68.76 275.04 
SUB-TOTAL 3798.51 2322.20 1096.46 
GRAND TOTAL 10588.84 5283.64 4434.83 

No. of sta tes - 15Cost of sanctioned projects - Rs. 10588.841akh Funds released up to 31.03.07 - Rs. 5283.64 lakh 
* Projects for which entire central shar e r eleased by MoS 
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SI. 
No. 

I 

2 

3 

4* 

5 

6* 

Amount 
Name of the Project and year of sanction and date of 

sanction 

Assam 

351.68 
I. Tenninal facil ities at South bank of river 19.03.2004 
Brahmaputra.(2003·04) 

2. Tenninal fac ilities at North bank of river 260.40 

Brahmaputra.(2003-04) 
19.03.2004 

3. Development of 11 floating Jetties at major ghat 
420.40 

banks on river Brahmaputra.(2004-05) 
31.03.2005 

4.Construction of 20 nos. of 17 m long floating 450.08 
tenninal at 20 major ghat on ri ver 26.03.2007 
Brahmaputra.(2006-07) 

Total 1482.56 

Andhra Pradesh 

I. Survey and techno economic feasibility study for 75.00 
development of Inland Waterways in Andhra 16.03.06 
Pradesh.(2005-06) 

Total 75.00 

Bihar 

I. Collection ofhydromorphological data and 30.00 
preparation of DPR for development of IWT facilities 19.03.04 
in river Gandak.(2003-04) 

Annex - 115 

(Referred to in p a r agra ph No. 12. 1.4. 1) 

S ta tus of the proj ects as of M ay 20086 

Centnl 
Stipulated UCs received 
month of Expenditure 

share 
released 

completion reported Amount Upto 
oforolect 

325.00 03/06 240.00 240.00 30. 11 .07 

255.50 
260.40 03/06 

(Upto 02/07) 
255.50 30.11.06 

344.70 
410.40 03/07 

(Upto 07/07) 
210.00 10/2006 

90.01 03/08 Nil Nil -

1085.81 840.20 

52.50 
67.50 03/07 

(Upto 04/08) 
48.75 09/2007 

67.50 52.50 

5.00 03/06 3.00 Nil -

UCs 
outstanding 

85.00 

4.90 

200.40 

90.01 

380.3 1 

18.75 

18.75 

5.00 

5 Annex compi led from the records of MoS and information provided by State Government, Implementing I executing agency to Audit 
6 Status till May 2008 except where speciflc_ally mentioned 
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(Rs. i11 /akh I 

Physical Status of the project 

Work in progress 

Project stated to be completed 

Work in progress 

No progress 

Physical progress in 
quantitative tenns not 
furnished. Various projection, 
planning and submission of 
draft report still pend ing as of 
Apri l 2008. 

Nil 
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Amoaat Ceatral 
Stipulated UCs received SL Name or tlte Project and year or saactlon and date or share month or Expeadltare UCs 

Physical Status or tbe project No. completion reported outstandlnc sanction released ornrofect Amount Upto 

2. Collection of hydromorphological data and 
30.00 

7* preparation of DPR for development of IWT facilities 
19.03.04 

6.00 03/06 3.00 Nil - 6.00 Nil 
in river Kosi.(2003-04) 

3. Collection of hydromorphological data and 
30.00 The consultant stated to have 

8* preparation of DPR for development of IWT facilities 
19.03.04 

5.00 03/06 3.00 Nil . 5.00 collected data but field work 
in river Sone.(2003-04) not started till 12/2007. 

9* 
4. DPR for river front development at Patna aimed at 25.00 

5.00 03/06 2.5 Nil 5.00 Nil !WT base tourism.(2003-04) 19.03.04 
. 

Total 11 5.00 21.00 11.50 21.00 

Goa 

Conducting fresh Hydrographic Survey in the Inland 
109.00 

10 Waterways of Goa at Mapusa, Chapora and Sal 
24.10.2005 

59.18 03/07 NA Nil . 59.18 Progress Report not received 
rivers.(2005-06) 

Total 109.00 59.18 0.00 59.18 

Himacha l Pradesh 

1. Development of Inland water transport for transit Work at two jetties not started 

11 faci lities at Govind Sagar lake.(2004-05) 
117.40 

105.66 03/06 43.07 Nil 105.66 as of October 2008. Work of 
3 1.03.05 

. 
small jetties and passenger 
sheds in orol?ress. 

Total 117.40 105.66 43.07 105.66 

Karnataka 

12 
I . Techno-economic feasibility Study/ Survey for 56.70 

5 1.03 03/05 56.70 56.707 30.04.06 Nil Project stated to be completed. deve lopment of lWT in Kamataka.(2003-04) 19.03.04 

Total 56.70 51.03 56.70 Nil 

Kera la 

13 
I . Revival of Veli-Kovlam stretch of TS canal. 362.22 

65.30 03/06 Nil Nil 65.30 Work in progress (2004-05) 3 1.03.05 
-

TotaJ 362.22 65.30 0.00 65.30 

Maharashtra 

I. Project Proposal for development of IWT in 272.2 1 325.22 6 jetties completed out of I 0. 
14 Godawari river near Vishnupuri. (2003-04) 19.03.04 

206.77 03/05 
11 /08 

Nil . 206.77 Work of approach road not 
taken up ( 11 /08) 

7 UCs for Rs. 56.70 lakh received against the central release of Rs. 51.03 lakh 
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SI. 
Amount Central 

Stipulated UCs received 
Name of the Project and year of sanction and date of share 

month of Expenditure UCs 
No. 

Physical Status of the project 
sanction released 

completion reported Amount Upto outstanding 
of proiect 

2. Project proposal on development of IWT from 
481.54 11 .94 15* South Mumabi to Amba river/ Dharmatar Creek & 
29.03.04 

174.73 03/06 Nil - 174.73 
Work not started as of 

vice versa at Karanja.(2003-04) 
11 /08 November 2008. 

3. Project proposal on development of In land 469.45 

16 Waterways in Mhasla/ Mandad River (Rajpuri Creek) 26.03.2004 171.00 03/06 
32.00 

Ni l 
Jetty work started but rescinded - 17 1.00 

at Rajpuri.(2003-04) 
11 /08 ( 11 /08) 

4 . Project proposal for development of Inland 
124.60 17* Waterways in Mhasla/Mandad river(Rajpuri Creek) 51.96 03/06 

Nil Work not started as of 
31.03.04 

Nil - 51.96 
near Janjira Fort in Maharashtra.(2003-04) 

11 /08 November 2008. 

5. Project proposal on development of IWT from 410.95 
Dredging work and breakwater 

18 South Mumabi to Mandwa (Amba river/ Dharmatar 29.03.04 204.45 03/06 
132.00 

Nil 
not taken up. Terminal building - 204.45 

Creek & vice versa at Mandwa.(2003-04) 
11 /08 completed and road works in 

nrogress (I 1/08) 

19 
6. Development o f Inland Waterways in Mhasla/ 499.39 66.85 

Road work in progress. Jetty 

Mandad River (Rajpuri Creek) at Dighi .(2004-05) 31.03.2005 
83.83 03/07 

11 /08 
Nil - 83.83 and other works not taken up 

( 11/08). 

20* 7. Development of !WT in Penganga river at lsapur 390.00 
78.00 03/08 

Nil Work not started as of 
reservoir Taluka - Pusad.(2005-06) 03.03.2006 

Nil - 78.00 
11 /08 November 2008. 

8. Development of Inland Waterways in Mhasla/ 
335.34 Nil 21 * Mandad river in Rajpuri creek at Agardanda(2005-
23.03.2006 

67.07 03/08 Nil - 67.07 
Work not started as of 

06) 
11 /08 November 2008. 

Total 2983.48 1037.8 1 568.0 1 1037.8 1 

Madhya Pradesh . 
I . Development of Intra reservoir transport in Indira 

59.74 
6 sites taken up and completed 

22 sagar and Rani A wan ti bai sagar reserviors in 
31.03.2005 

53.76 03/07 73.78 53.76 09/2007 Nil out of 8 sites sanctioned 
Mandhya Pradesh.(2004-05) ( I 0/08). 

11 jetties taken up out of 13 
sanctioned which were stated to 
be complete except some minor 

2. Development of IWT in Sone river at Bansagar 415.00 23 reservoir(2005-06) 09.03.2006 
83.00 03/07 366.96 Nil - 83.00 

works. I booking office cum 
waiting hall was stated to be 
completed out of 11 planned to 
be taken up (sanctioned 13). 
(I 0/08) 
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Amount Central 
Stipulated UCs received 

SI. montbof Espeadlture UCs Name of tbe Project and year of sanction and date of share Pbyskal Status of tbe project 
No. sanction released 

completion reported Amount Upto outstanding 
of protect 

All 12 jetties stated to be 
completed. Waiting Hall, 

24 3. Development of Inland Water Transpo11 in 387.00 
76.73 03/07 

363.95 
Nil 76.73 

booking office and toilet blocks 
Chambal river at Gandhi Sagar reservoir.(2005-06) 03.03.2006 (10/08) - constructed at some sites. 

Navigational a ids etc not taken 
up ( I 0/08) 

Total 861.74 213.49 804.69 159.73 

Man ip ur 

I. Proposal of Loktak Lake Inland Water Transpol1 
280.33 25* project.(2006-07) 
16.03.2007 

178. 15 03/08 Nil Nil - 178. 15 No progress 

Total 
280.33 178. 15 0.00 178.1 5 

Nagaland 

l .Hydrographic Survey and Techno-Economic 

26 Feasibility Study in river Tizu to promote lndo- 75.60 
15. 12 03/0 8 15. 12 15. 12 09/2007 Nil 40 per cent work completed 

Myanmar trade(2006-07) 26.03.2007 

Total 75.60 15. 12 15.1 2 Nil 

O r issa 

1. Development of lWT sector in the state of Orissa 204.40 
03/05 Sanctioned project not taken up 

27. 40.80 (extended 40.80 14. 12 02/2006 26.68 and revised project not 
for upgradation of existing faci lities.(2003-04) 16.03.2004 

upto 09/06) sanctiorted by MoS 

2. Preparation of DPR on waterways development 
10.30 

03/05 
28 and future development of lWT sector in the state of 

25.03.2004 
9.27 (extended 10.30 9.27 02/2006 N il Project stated to be completed. 

Orissa.(2003-04) upto 03/06) 

Total 214.70 50.Q7 5 1.1 0 26.68 

Tripura 

29* 1. Development of ferry service in Dumber water 46.60 
9.32 03/07 Nil Nil 9.32 No progress 

area (2005-06) 23.03.2006 -

Total 46.60 9.32 0.00 9.32 

Uttar Pradesh 
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30* 

31 

32 

33 

34 

35* 

"" 
.. 

L Preparation of Detailed Project Report for 
· introduction of IwT on river Gomti in Lucknow city 

from Gaughat Pumping station to Gomati Nagar 
Barrage.(2005-06 

Total 

West Bengal 

1. Construction of Gangway Pontoon . type floating 
jetties 53 nos. and RCC slipway jetty - 4 nos on NW-
1 between Tribeni and Farakka.(2003-04) 

2. Construction of 4 Gangway Pontoon type jetties 
and 1 RCC jett)' at Dakshineshwar, Sheorafuli; 
Manirampur, Santoshpur (AKRA) and Nandigram 
between Haldia and Triveni.Original sanctioned cost 
was Rs. 372.82 lal<lJ..State Govt. dropped the const. 
Of jetty at Nandigram so the project cost got reduced 
to Rs. 288.01 lakh .. (2004-05) 

3. Construction of2 Gangway Cum Pontoon Jetties at 
Nebukhali and Dulduli on river Sahibkhali in 
S~darban.(Z004-05) 

4. Construction of 22 RCC jetties in Sunderban 
area.(2005-06) 

5. Construction of two gangway cum pontoon jetty at 
Harwood point and Kachuberia(2006-07) 

Total 

10.00 
03.08.2005 

10:00 

2261.50 
17.02.2004 

288.01 
30.03.2005 

460.00 
31.03.2005 

407.00 
16.03.2006 

382.00 
19.07.2006 

3798.5:1. 

2.00 03106 

2.00 

1467.53 08/08 

300.51 03/06 

404.00 09106 

81.40 03/07 

68.76 07/07 

2322.20 

8 UCs for Rs. 1541.00 lakh received against the central.release of Rs. 1467.53 lakh ·. 
9 UCs for Rs. 460.00 lakh received against the central release of Rs. 404.00 lakh 
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Nil 

0.00 

1573.59 

248.81 

460.00 

90.39 

Nil 

2372.79 

::;::;::;;;:;;;:;:;:;::::;;:::;;:::;======"--....,..._...~:-~. 

.. 

Nil 2.00 

2.00 

1541.008 29.02.08 Nil. 

172.80 31.08.07 127.71 

460.009 29.02.08 Nil 

81.34 30.09.07 0.06 

Nil 68.76 

ll.96.53 

Report No. 9 of 20!.0~ll 

No progress 

11 jetties stated to be 
completed. At 13 sites only 
gangway and pontoon work 
completed but link platform yet 
to be comoleted (12/08). 

Oui of 4 jetties 3 
commissioned. Construction of 
jetty at dakshineswar has not 
yet started. 

The jetties have been stated to 
be inaugurated. 

10 RCC jetties completed but 
approach road and protective 
work done at tw<;i sites only. 
Work at other 8 'sites states to 
be in orogress 02/08): 

Nil 
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Annex - II (B)10 

(Referred to in paragraph No. 12.1.4.2) 

Project wise Physical and Financial Targets and Achievements thercagainst 

Stipulated Physical Prcwress . Amount and s. Name of the Project and year of 
date of 

month of 
Target Achievement11 

No. sanction 
sanction 

completion Year 
in per cent in per cent 

Year 

I. 

2. 

3. 

4. 

5. 

6. 

of project 
Assam 

2003-04 
35 1.68 2003-04 20 Nil 2004-05 

I. Terminal faci lities at South bank of 19.03.2004 
03/06 2004-05 48 In percentage not 2005-06 

river Brahrnaputra.(2003-04) 
2005-06 32 available 2006-07 

2007-08 
Nil 2003-04 

260.40 2003-04 20 Not available in 2004-05 2. Terminal facilities at North bank of 
19.03.2004 03106 2004-05 48 

2005-06 percentage r iver Brahmaputra.(2003-04) 
2005-06 32 

2006-07 
Nil 2004-05 

3. Development of 11 floating Jetties at 420.40 2004-05 12 
30 2005-06 

major ghat banks on river 31.03.2005 03/07 2005-06 38 
25 2006-07 

Brahmaputra.(2004-05) 2006-07 50 30 2007-08 
4.Construction of 20 nos. of 17 m long 450.08 2006-07 46.08 2006-07 
floating terminal at 20 major ghat on river 26.03.2007 03/08 2007-08 53.92 

Nil 
2007-08 

Brahmaputra.(2006-07) 
Aodhra Pradesh 
I. Survey and techno economic feasibility 75.00 Nil 2005-06 

2005-06 20 In percentage not 2006-07 study for development of Inland 16.03.06 03/07 
2006-07 80 Waterways in Andhra Pradesh.(2005-06) available 2007-08 

Bihar 
2003-04 

I . Collection of hydro morphological data 
30.00 2003-04 17 2004-05 

and preparation of DPR for development 
19.03.04 03106 2004-05 50 Nil 2005-06 

of IWT faci lities in river Gandak.(2003-
2005-06 33 2006-07 

04) 
2007-08 

10 Annexure compiled from the records of DoS and information provided by State Government, Implementing I executing agency to Audit 
' ln case year wise physical targets not fixed by DoS, the targets intimated by States have been taken where available 
11 Month in bracket indicates achievement reported till the month 
12 Month in bracket indicates achievement till the month after previous reported financial progress 
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Financial Progress 

Target Achievement11 

70.00 Nil 
170.00 70.00(01/05) 
111.68 Nil (10/06) 
- NA 
- 170.00 ( 11 /07) 

52.00 
Nil 
52.00 (0 I /05) 

125.00 
125 .00 ( 12/05) 

83.40 
78.50 (I 0106) 

50.00 Nil 
160.00 50.00 ( 12/05) 
210.40 160.00 (05/07) 
- 134.70 (07/07) 

207.40 Nil 
242.68 

15.00 Nil 
60.00 15.00 
- 37.50 

. Nil 
5.00 Nil 
15.00 Nil 
10.00 Nil 

3.00 
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2. Collection of hydro morphological 2003-04 Nil 
2003-04 20 2004-05 6.00 Nil 

7. data and preparation of DPR for 30.00 
03106 2004-05 47 Ni l 2005-06 14.00 Nil development of IWT facilities in river 19.03.04 

2005-06 33 2006-07 10.00 Ni l Kosi.(2003-04) 
2007-08 3.00 

3. Collection of hydro morphological 
2003-04 Nil 

2003-04 17 2004-05 5.00 Nil 
8. 

data and preparation of DPR for 30.00 
03106 2004-05 50 Nil 2005-06 15.00 Nil development of IWT facilities in river 19.03.04 

2005-06 33 2006-07 10.00 Nil Sone.(2003-04) 
2007-08 3.00 
2003-04 Nil 

4. DPR for river front development at 
25.00 

2003-04 20 2004-05 5.00 Ni l 
9. Patna aimed at IWT base tourism. 

19.03.04 
03106 2004-05 40 Ni l 2005-06 10.00 Ni l 

(2003-04) 2005-06 40 2006-07 10.00 Ni l 
2007-08 2.50 

Goa 
Conducting fresh Hydrographic Survey in 

109.00 2005-06 Not fixed in 2005-06 79.85 
10. the Inland Wat\!l"Ways of Goa at Mapusa, 

24.10.2005 
03/07 

2006-07 percentage Not reported 
2006-07 29.23 

Not reported 
Chapora and Sal rivers.(2005-06) 
Himachal Pradesh 

Nil 
2004-05 23.48 Nil 

I. Development of Inland water transport 
11 7.40 2004-05 20 

Not provided year 2005-06 93.92 -
I I. for transit facilities at Govind Sagar 3 1.03.05 03/06 

2005-06 80 
wise in 2006-07 - 33.30 

lake.(2004-05) percentage 2007-08 - Upto 10/08 
2008-09 -

Karnataka 
2003-04 Ni l 2003-04 

I. Techno-economic feasibil ity Study/ 
56.70 

2004-05 
Not fixed in 

40 ( 12/04) 2004-05 11.34 
Nil 12. Survey for development of !WT in 

19.03.04 
03/05 2005-06 Year wise 2005-06 45.36 

22.04 (12/04) Karnataka.(2003-04) 2006-07 
percentage 

progress not 2006-07 
2007-08 available 2007-08 34.66 (06/06) 

Kera la 

13. 
I. Revival of Veli-Kovlam stretch of TS 362.22 

03/06 
2004-05 30 Nil 2004-05 108.66 Nil 

canal.(2004-05) 31.03.05 2005-06 70 2005-06 253.56 -

Maharashtra 

1. Project Proposal for development of 
2003-04 18 Ni l 2003-04 49.00 Ni l 

14. !WT in Godawari river near Vishnupuri . 
272.21 

03105 
2004-05 82 Nil 2004-05 223.21 1.82 

(2003-04) 
19.03.04 2005-06 - 8 2005-06 - 43 .33 

2006-07 - 16 2006-07 - 90.3 3 
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2007-08 - 15 
2008-09 - 10 
2003-04 20 Nil 

2. Project proposal on development of 2004-05 45 Ni l 

15. !WT from South Mumabi to Amba river/ 48 1.54 
03/06 

2005-06 35 Nil 
Dharmatar Creek & vice versa at 29.03.04 2006-07 - Nil 
Karanja.(2003-04) 2007-08 - Nil 

2008-09 - Nil 
2003-04 20 Ni l 

3. Project proposal on development of 
469.45 2004-05 45 Ni l 

16. Inland Waterways in Mhasla/ Mandad 
26.03 .2004 03/06 

2005-06 35 Ni l 
River (Rajpuri Creek) at Rajpuri.(2003- 2006-07 - Nil 
04) 2007-08 - 55 

2008-09 -
2003-04 13 Ni l 

4. Project proposal for development of 2004-05 62 Nil 

17. lnland Waterways in Mhasla/Mandad 124.60 
03/06 

2005-06 25 Nil 
river(Rajpuri Creek) near Janjira Fort in 31 .03.04 2006-07 - Nil 
Maharashtra.(2003-04) 2007-08 - Nil 

2008-09 - Nil 
2003-04 20 Nil 

5. Project proposal on development of 
410.95 2004-05 58 Nil 

18. !WT from South Mumabi to Mandwa 
29.03.04 03/06 

2005-06 22 Nil 
(Amba river/ Dhannatar Creek & vice 2006-07 - 20· 
versa at Mandwa.(2003-04) 2007-08 - 40* 

2008-09 - 83+ 
2004-05 17 Nil 

6. Development of Inland Waterways in 
499.39 

2005-06 40 Nil 
19. Mhasla/ Mandad River (Rajpuri Creek) at 

31.03.2005 03/07 2006-07 3513 5# 
Dighi.(2004-05) 2007-08 - 10# 

2008-09 - 15.30# 
7. Development of IWT in Penganga river 

390.00 2005-06 
Not fixed in 

Ni l 
20. at lsapur reservoir Taluka - Pusad.(2005-

03.03.2006 03/08 2006-07 Nil 
06) 2007-08 percentage Ni l 

· Percentage physical progress in respect oftenninal bui lding as reported by the implementing agency to Audit 
+ Percentage physical progress in respect of road work and interiors as reported by the implementing agency to Audit 
13 DoS did not even fixed target for I 00 per cent work completion 
#Percentage physical progress in respect of road work __ as ~_QI!ed by the implem_en_ting_ag<;:ncy to Audit 

178 

.. • 

2007-08 - 87.76 
2008-09 - 101.98 

2003-04 96.00 Ni l 
2004-05 219.00 Nil 
2005-06 166.54 Nil 
2006-07 - Nil 

32.00 
2003-04 93.00 Upto 11/08 
2004-05 2 11.00 
2005-06 165.45 
2006-07 -

2003-04 16.20 Ni l 
2004-05 77.25 Ni l 
2005-06 3 1. 15 Nil 
2006-07 - Nil 

2003-04 82.00 
2004-05 237.00 132.00 
2005-06 9 1.95 Upto 11/08 
2006-07 -

2004-05 84.00 
66.85 

2005-06 240.00 Upto 11/08 
2006-07 175.39 

2005-06 78.00 Nil 
2006-07 234.00 Nil 
2007-08 78.00 Nil 

11 111 
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8. ·Development of Inland Waterways in 335.34 
21. Mhasla/ Mandad river in Rajpuri creek at 23.03.2006 

03/08 
Agardanda(2005-06) 
Madhya Piradesl!n 

1. Development of Intra reservoir 

22. 
transport in Indira sagar and Rani Awanti 59.74 03/07 
bai sagar reserviors in Mandhya 31.03.2005 
Pradesh.(2004-05) .,· 

; 

23. 
2. Development of IWT in Sone river at 415.00. 

03/07 
Bansagar r~servoir(2005-06) . " 09.03.2006 

., 
3. Development of Inland Water 

387.00 
24. Transport in Chambal r~ver at Gandhi 03/07 

Sagar reservoir.(2005-06) 
03.03.2006 

-

Manbnnr 

25. 
1. Proposal of Loktak Lake Inland Water 280.33 03/08 
Transport oroiect.(2006-07) · 16.03.2007 
N a1rnlaJI1.dl 
1.Hydrographic Survey and Techno-

26. 
Economic Feasibility Study in river Tizu 75.60 

03/08 
to promote Indo- Myanmar trade(2006- 26.03.2007 
07) 
Ori.ssa 

1. Development of IWT sector in the state 03/05 
27. of Orissa for upgradation of existing 

204.40 (extended 
facilities.(2003-04) 

16.03.2004 
upto 09/06) 

2. Preparation of DPR on waterways 03/05 
28. 

. development and future development of 10.30 
(extended 

IWT sector in the state of Orissa.(2003- 25.03.2004 
upto 03/06) 

04) 

a Jetty 
.,J ' : ).;-J "' . "~ .. :., . ~.' . ' ' 

" · · > · ll'Constnicfion1of booking office cum waiting hall. . . ,. . . ·~ 

~ 

2005-06 
2006-07 
2007-08 

2004-05 
2005-06·· 
2006-07 
2007-08 

2005-0fr 
2006-07 
2007-08 
2008709 
2005-06 
2006-07 
2007-08 
2008-09 

2006-07 
2007-08 

2006-07 
2007-08 

2003-04 
2004-05 

2003-04 
2004-05 
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I 

20 
40 
40 

20 
15 
65 
-
20 
80 
-
-
20 
80 
-
-

II I I 

63.55 
36.45 

Not fixed in 
percentage 

Not fixed in 
percentage 

Not fixed in 
percentage 

I I II 

Nil 
Nil 
Nil 

Nil 
25 
38 
12 

Nil 
Nil 
la I 5ll 
78a/15 11 

Nil 
10 
55 
25 

Nil 

Nil 
40 (09/07) 

Not in percentage 

.Year wise 
progress not 
reported 

I 11 
,,.... ••- . .._, .• :.;:;:;,"Z-.:;;-.; O"T T•• ~ ~ ~ ... 0-" ',~;-~ ~ -o= 

e) j;) 
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2005-06 67.07 Nil 
2006-07 134.14 Nil 
2007-08 134.14 Nil 

2004-05 
11.95 

Nil 
2005-06 10.86 
2006-07 

8.96 
43.15 

2007-08 
38,83 

16.14 
2008-09 - 3.63 
2005-06 83.00 Nil 
2006-07 332.00 Nil 
2007-08 - 21.76 
2008-09 - 345.20 
2005-06 77.40 Nil 
2006-07 309.60 53.01 
2007-08 - 221.99 
2008-09 - 88.95 ,-· 

2006-07 178.15 
Nil 

2007-08 102.18 

53.00 
2006-07 

22.60 
Nil· 

2007-08 15.12 (09/07) 

2003-04 Nil 
2004-05 Not fixed 14.90 (3/05) 
2005-06 year wise 3.30 
2006-07 26.68 

2003-04 2.06 Nil 
2004-05 8.24 2.07 
2005~06 - 8.23 
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Trioura 

29. 
I. Development of ferry service in 46.60 

03/07 
2005-06 20 Ni l 2005-06 9.32 Nil 

Dumber water area (2005-06) 23 .03.2006 2006-07 80 Ni l 2006-07 37.28 Nil 
Uttar Pradesh 
I. Preparation of Detailed Proj ect Report 
for introduction of !WT on river Gomti in 

10.00 Ni l 30. Lu_cknow city from Gaughat Pumping 03/06 2005-06 100 2005-06 10.00 Nil 
station to Gomati Nagar Barrage.(2005- 03 .08.2005 

06) 
West Bene:al 

2003-04 Nil 2003-04 Ni l 
I .Construction of Gangway Pontoon type 2004-05 Targets fixed 10 2004-05 

Year wise 
224.25 

3 1. floating jetties 53 nos. and RCC slipway 226 1.50 
08/08 

2005-06 phase and 20 2005-06 
targets not 

4 10.75 
jetty - 4 nos on NW- I between Tribeni 17.02.2004 2006-07 component 20 2006-07 486.00 
and Farakka.(2003-04) 2007-08 wise 10 2007-08 

fixed 420.00 
2008-09 5 2008-09 32.59 

2. Construction of 4 Gangway Pontoon 
type jetties and I RCC jetty at 
Dakshineshwar, Sbeorafuli, Manirampur, 

2004-05 30 2004-05 
112.82 

Ni l 
Santoshpur (AKRA) and Nandigram 

288.01 2005-06 70 
Nil 2005-06 

260.00 46.10 {12/05) 
32. between Haldia and Triveni.Original 03/06 In percentage not -

sanctioned cost was Rs.372.82 lakh. State 30.03.2005 2006-07 - available 
2006-07 160.78 (07/06) 

2007-08 2007-08 - 41 .93 (09/07) 
Government dropped the construction of -
j etty at Nandigram so the project cost got 
reduced to Rs.288.0 I lakh(2004-05) 
3. Construction of 2 Gangway Cum 2004-05 

20 Nil 
2004-05 

92.00 
Nil 

33 . Pontoon Jetties at Nebukhali and Dulduli 460.00 
09106 

2005-06 
50 In percentage not 

2005-06 
230.00 

79.50 {1 2/05) 
on river Sahibkhali in Sundarban.(2004- 3 1.03.2005 2006-07 2006-07 264.50 (10/06) 
05) 

0 

2007-08 
30 available 

2007-08 
138.00 11 6.00 (2/08) 

34. 4. Construction of 22 RCC jetties in 407.00 
2005-06 20 N il 2005-06 81.40 Nil 

Sunderban area.(2005-06) 16.03.2006 03/07 2006-07 80 12* 2006-07 325 .60 81 .34 
2007-08 - 84. 2007-08 - 9.05 

5. Construction of two gangway cum 
382.00 2006-07 70 

N il 2006-07 267.40 Nil 
35 . pontoon jetty at Harwood point and 07/07 N il 

Kachuberia(2006-07) 19.07.2006 2007-08 30 2007-08 114 .60 Nil 

• Structural work of jetties only. Approach road worlcnot taken_llp. 
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Andhra Pradesh 

2 Maharashtra 

3 Assam 

4 Manipur 

5 Himachal Pradesh 
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• I 

Annex-Ill 

(Referred to in paragraph No. 12.1.4.4) 

Statement showing cases of release of excess funds by MoS. 

1) ~/ 

R~portNo. 9of2010-11 

Rs. 15.00 lakh were released on 16.03.2006 for the project to be completed in March 2007. No expenditure was incurred during 2005-06 
. and Rs. 52.50 lakh were likely to be spent during the year 2006-07, out of which the central share was Rs. 47.25 lakh. Though MoS was 
required to release only Rs. 32.25 lakh after adjusting already released Rs. 15.00 lakh, it irregularly released the whole balance amount 
of Rs. 52.50 lakh in February 2007. 

Five projects (S. No. 14 to 18 of Annex-W) had been approved by the MoS during 2003-04 for .Maharashtra. Government of 
Maharashtra could utilize only Rs. 89.81 lakh upto 31.12.2004 out of Rs. 3.36 crore released during 2003-04. In response to MoS' 
advice to first exhaust the fund released by the MoS and 10 per cent State share, the State Government stated that Rs. 99.30 lakh had 
been spent on the five projects till February 2005, and bills for Rs. 17.50 lakh were being processed for payment by March 2005. As 
such, Rs. 116.80 lakh were to be utilised by March 2005 against central release of Rs. 336.19 lakh and state share of Rs. 175.86 lakh. 
The MoS, further, irregularly released Rs. 472.72 lakh on 31 March 2005 for these five projects. 

Rs. 70.00 lakh and Rs. 170.00 lakh were released for the project at S. No. 1 of Annex-IV, on 19 March 2004 and 31 March 2005 
respectively. Rs. 70.00 lakh had been incurred by November 2006 and within December 2006 expenditure of Rs. 85.00 lakh was further 
expected. The MoS irregularly released Rs. 85.00 lakh on 29 March 2007, though even after the expected expenditure within December 
2006, the State Government would have been left with unspent funds of Rs. 85.00 lakh. · 

The MoS relea8ed Rs. 178.15 lakh on 16 March 2007, as advance grant-in-aid, against the project sanctioned for Rs. 280.33 lakh, which 
worked out to 64 per cent of the project cost. 

The MoS released the whole balance of Rs. 85.66 lakh in February 2006, though Government of Himachal Pradesh had intimated in 
November 2005 that the tenders would be opened on 9 January 2006 and civil workwould start on 15 January 2006 with target of 
completion by June 2006. As such, the MoS released the funds where even the tenders were not intimated to be opened, and already 
released central share of Rs. 20.00 lakh and state share of Rs. 10.88 lakh were lying unspent with executing agencies. 
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3 

4 

Repon No. 9of2010-11 

Annex - fV 14 

(Referred to in paragraph No. 12.1.4.4) 

Statement showing delay in release of central share by State Governments, non release of State share 
and funds lying unspent with State Governments 

Central f Wlds released Release by State 
Govemmen 

State share Central Share released 
t share ( 100 

Name of the Project and year Sanctionc %forNE to be 

of sanction d Cost States & 
released 

Amount" Date State share 
90~o for 

(excluding Amount Date 

other 
taxes) 

States) 
Assam 
I. Terminal facilities at South 351.68 351.68 NA+ 70.00 19.03.04 NA 
bank of river 170.00 31.03.05 
Brahmaputra.(2003-04) 85 .00 29.03.07 Upto 

325.00 240.00 30.11.2007 
2. Terminal facilities at North 260.40 260.40 NA 52 .00 19.03.04 NA 
bank of river 125.00 31.03.05 
Brahmaputra.(2003-04) 83.40 17.02.06 Upto 

260.40 255.50 30.11.2006 
3. Development of 11 floating 420.40 420.40 NA 50.00 31.03.05 NA 
Jetties a t major ghat banks on 160.00 17.02.06 
river Brahmaputra.(2004-05) 200.40 08.02.07 Up to 

410.40 344.70 01.11.2007 
4.Construction of20 nos. of 450.08 450.08 NA 90.01 26.03.07 Nil - NA 
17 m lo ng floating terminal at 
20 major ghat on river 
Brahmaputra.(2006-07) 

Total 

14 Annex compiled from the records of MoS and information provided by State Government, Implementing I executing agency to Audit 
· Amount in Bold is total of all releases for the project 
+State share in resoect of North Eastern States Not Aoolicable (NA 
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ShortfaJI in 
State 

contribution 

NA 

NA 

NA 

NA 

Period for Unspent 
which 

central 
release with amount is 

State 
lying 

Govemmen 
unspent 

t 
(As of June 

2008) 

85.00 15 months 

4.90 28 months 

65.70 t6 months 

90.0 1 15 months 

245.21 

,, 
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Central Funds released Release by State 
Period for 

Govemmen 
State share Central Shan: released Unspent 

which 
t share (100 

to be Shortfall in central 
amount is 

SI. Name of the Project and year Sanctione %forNE 
released State 

release with 
lying 

No. of sanction dCost States & Amount• Date State share State 
909/o for 

(excluding Amount Date contribution 
Govemmen 

unspent 

other 
taxes) 

t 
(Aaof.June 

States) 
2008) 

Andbra Pradesh 
5# I . Survey and techno 75.00 67.50 7.50 15.00 16.03.06 15.00 30.08.06 Nil 3.75 18.75 16 months 

economic feasibil ity study for 52.50 02.02.07 33.75 17.10.07 3.75' 
development of Inland 67.50 48.75 
Waterways in Andhra 
Pradesh.(2005-06) 
Bi bar 

6 I. Collection of 30.00 27.00 3.00 5.00 19.03.04 Nil - 3.00 Nil 5.00 51 months 
hydromorphological data and 
preparation of DPR for 
development of IWT facilities 
in river Gandak.(2003-04) 

7 2. Collection of 30.00 27.00 3.00 6.00 19.03.04 Nil - 3.00 Nil 6.00 51 months 
hydromorphological data and 
preparation of DPR for 
development of IWT facilities 
in river Kosi.(2003-04) 

8 3. Collection of 30.00 27.00 3.00 5.00 19.03.04 Nil - 3.00 Nil 5.00 5 1 months 
hydromorphological data and 
preparation of DPR for 
development of IWT faci lities 
in river Sonc.(2003-04) 

9 4. DPR for river front 25.00 22.50 2.50 5.00 19.03.04 Ni l - 2.50 Ni l 5.00 51 months 
development at Patna aimed 
at IWT base tourism.(2003-
04) 

Total 21.00 . 
Goa 

' Additional state share of Rs. 6.43 lakh paid on account of taxes payable which were to be borne bv the State. 
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Central Funds released Release by State 
Period for 

Govemmen 
State share Central Share released Unspent 

which t share ( 100 
,., 

central 
S I. Name o f the Project and year Sanctionc % for NE 

to be Shortfall in 
release with amount is 

No. of sanction d Cost States & 
released 

Amount" Date State share 
State 

State 
lying 

90% for 
(excluding Amount Date contribution 

Govemmen 
unspent 

other 
taxes) 

t 
(Asof June 

States) 
2008) 

10 I . Conducting fresh 109.00 98. 10 10.90 2 1.80 07.03.06 Not - Nil 10.90 - -
Hydrographic Survey in the 37.38 07.02.07 reponed 
Inland Waterways of Goa at 59.18 
Mapusa, Chapora and Sal 
rivers.(2005-06) 
Himach al Pradesh 

11 # I . Development of Inland 11 7.40 105.66 11 .74 20.00 3 1.03 .05 20.00 20.09.05 10.88 Ni l Ni l -
water transpon for transit 85.66 17.02.06 50.00 31.03.06 0.86 
faci lities at Govind Sagar 105.66 35.66 18.05.06 
lake.(2004-05) 

Karnataka 
12# I. Techno-economic 56.70 5 1.03 5.67 11 .34 19.03.04 5.67 Ni l Nil -

feasibi lity Study/ Survey for 39.69 3 1.03.05 Upto 
development of IWT in 5 1.03 5 1.03 30.04.2006 
Kamataka.(2003-04) 
Kera la 

13 I. Revival of Veli-Kovlam 362.22 326.00 36.22 65 .30 31.03.05 Nil - Nil 36.22 65.30 39 months 
stretch of TS canal. 
(2004-05) 

Total 65.30 
Maharashtra 

14 I . Project Proposal for 272 .2 1 244.99 27.22 48.99 19.03.04 206.77 13.03 .2006 65.44 Nil Nil -
development of IWT in 157.78 3 1.oJ.05 
Godawari river near 206.77 
Vishnupuri . (2003-04) 

15 2. Project proposal on 48 1.54 433.39 48.15 96.00 29.03.04 174.73 13.03 .2006 306.81 Nil Nil -
development of IWT from 78.73 31 .03.05 
South Mumabi to Amba 174.73 
river/ Dharmatar Creek & 
vice versa at Karanja.(2003-
04) 
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Central Funds released Release by State 
Period for 

Govemmen 
State share Central Share rcle~d Unspent 

which 
t share (100 

to be Shortfall in 
central 

amount is 
SI. Name of the Project and year Sanctione % for NE 

released State 
release with 

lying 
No. of sanction d Cost States & Amount" Date State share State 

90%for 
(excluding Amount Date contribution 

Govern men 
unspent 

other 
taxes) 

t 
(As of June 

States) 2008) 

16 3. Project proposal on 469.45 422.5 1 46.94 93.00 26.03.04 171.00 13.03.2006 298.45 Nil Nil -
development of Inland 78.00 31.03.05 
Waterways in Mhasla/ 

u 

171.00 
Mandad River (Rajpuri 
Creek) at Rajpuri.(2003-04) 

17 4. Project proposal for 124.60 I 12. 14 12.46 16.20 31.03 .04 5 1.96 13 .03.2006 72 .64 Nil Ni l -
development of Inland 35.76 3 I .03.05 
Waterways in 51.96 
Mhasla/Mandad river(Rajpuri 
Creek) near Janj ira Fort in 
Maharashtra.(2003-04) 

18 5. Project proposal on 410.95 369.86 41 .09 82.00 29.03.04 204.45 13.03.2006 206.50 Nil Nil -
development of !WT from 122.45 3 I .03.05 
South Mumabi to Mandwa 204.45 
(Amba river/ Dharmatar 
Creek & vice versa at 
Mandwa.(2003-04) 

19 6. Development of Inland 499.39 449.45 49.94 83.83 3 1.03.05 83.83 13.03.2006 41 5.56 Ni l Nil -
Waterways in Mhasla/ 
Mandad River (Raj puri 
Creek) at Dighi.(2004-05) 

20 7. Development of !WT in 390.00 35 1.00 39.00 78.00 03.03.06 78.00 22.0 1.2008 3 12.00 Nil Nil -
Penganga river at lsapur 
reservoir Ta Iuka Pusad. 
(2005-06) 

2 1 8. Development of Inland 335.34 301.8 1 33.53 67.07 23 .03.06 67.07 22.0 1.2008 268.28 Nil Nil -
Waterways In Mhasla/ 
Mandad river in Rajpuri 
creek at Agardanda(2005-06) 

Total Nil 
Madhya Pradesh 

22# I. Development of Intra 59.74 53.76 5.98 10.80 3 1.03.05 10.80 2004-05 25.75 Nil Nil -
reservoir transport in Indira 42.96 31. 10.06 42.96 2006-07 
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Central Funds released Release by State Period for 
Govcmmen 

State share Central Shift releued Umpcat which 
t share (100 ceotral 

St. Name of the Project and year Sanctione o/o for NE 
to be Shortfall in releale with llDOUllt ia 

No. of unction dCost States& released 
Amount" °* 5'*~ 

Sllte 5'lllie lying 

9()0 ..... for (excluding Amount Date COlllribution Govemmen 
umpmt 

other taxes) 
t 

(AIOfJune 

States) 
2008) 

sagar and Rani Awanti bai 53.76 53.76 
sagar reserviors in Mandhya 
Pradesh.(2004-05) 

23 2. Development of lWT in 415.00 373.50 4 1.50 83.00 09.03.06 83.00 25.06.06 290.50 Ni l Ni l -
Sone nver at Bansagar 
reservoir(2005-06) 

24 3. Development of Inland 387.00 348.30 38.70 76.73 23.03.06 76.73 01 .08.06 3 10.27 Nil Nil -
Water Transport in Chambal 
nver at Gandhi Sagar 
reservoir.(2005-06) 

Total Nil 
Manipur 

25 I. Proposal of Loktak Lake 280.33 280.33 NA 178.15 16.03.07 Ni l - NA NA 178. 15 15 months 
Inland Water Transport 
project.(2006-07) 

Total 178.15 
Na2aland 

26 I .Hydrographic Survey and 75.60 75.60 NA 15. 12 26.03.07 15. 12 Upto NA NA Nil -
Techno-Economic Feasibility 09107 
Study in river Tizu to 
promote lndo- Myanmar 
trade(2006-07) 
Orissa 

27 I. Development of lWT 204.40 183.96 20.44 40.80 16.03.04 40.80 Upto 1.38 16.36 Ni l -
sector in the state of Orissa 27.09.04 2.70 
for upgradation of existing 
facilities.(2003-04) 

28# 2. Preparation of DPR on 10.30 9.27 1.03 2.06 25.03.04 2.06 06. 11.04 0.01 Nil Nil -
waterways development and 7.2 1 30.0 1.06 7.2 1 16.02.06 1.02 
future development of IWT 9.27 9.27 
sector in the state of 
Orissa.(2003-04) 

Total Nil 
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Central Funds released Release by State 
Period for 

Govern men 
State share Central Share released Unspent 

which 
t share (100 

to be Shortfall in 
central 

amount is 
SI. Name of the Project and year Sanctione % forNE 

released State 
release with 

lying 
No. of sanction d Cost States & Amount' Date State share State -

90% for 
(excluding Amount Date contribution 

Govern men 
unspent 

other 
taxes) 

t 
(As of June 

States) 
I 2008) 

Tripura 
29 I. Development of ferry 46.60 46.60 NA 9.32 23.03.06 Ni l - NA NA 9.32 27 months 

service in Dumber water area 
(2005-06) 

Total 9.32 
Uttar Pradesh 

30 I. Preparation of Detailed 10.00 9.00 1.00 2.00 08.02.06 Ni l - Nil 1.00 2.00 28 months 
Project Report for 
introduction of IWT on river 
Gomti in Lucknow city from 
Gaughat Pumping station to 
Gomati Nagar Barrage.(2005-
06) 

Total 
, 

2.00 
West Bengal 

31 I . Construction of Gangway 2261.50 2035.35 226. 15 200.00 17.02.04 452.00 2 1.05.04 50.22 Nil Nil -

Pontoon type noating jetties 252.00 3 1.03.04 411.00 22.07.05 45 .67 
53 nos. and RCC slipway 41 1.00 3 1.03.05 266.00 04.12.06 29.55 
jetty - 4 nos on NW- I 266.00 07.03.06 338.53 02.07.07 37.62 
between Tribeni and 338.53 3 1.03.07 1467.53 163.06 
F arakka.(2003-04) 1467.53 

32# 2. Construction of 4 Gangway 288.0 1 259.2 1 37.28 67. 10 30.03 .05 67.10 31. 12.05 7.46 Nil 13.0 1 10 months 
Pontoon type jetties and I 233.41 17.02.06 192.11 2006-07 23.34 
RCC jeny at Dakshineshwar, 300.51 28.29 2007-08 30.80 
Sheorafuli , Manirampur, 287.50 
Santoshpur (AKRA) and 
Nandigram between Haldia 
and Triveni .Original 
sanctioned cost was 
Rs.372.82 lakh.State Govt. 
dropped the const. Of jeny at 
Nandigram so the project cost 
got reduced to Rs.288.01 
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Central funds released Release by State 
Period for 

Govern men 
State share Central Share released Unspent 

which 
t share ( 100 central 

SI. Name of the Project and year Sanctione % for NE 
to be Shortfall in 

release with 
amount is 

No. of sanction d Cost States & 
released 

Amount" Date State share 
State 

State 
lying 

90% for 
(excluding Amount Date contribution 

Govern men 
unspent 

other 
taxes) 

t 
(As of June 

States) 
2008) 

lakh .. (2004-05) 
33 3. Construction of2 Gangway 460.00 414.00 46.00 82.80 31.03.05 82.80 31. 12.05 44.88 1. 12 Nii -

Cum Pontoon Jetties at 230.00 17.02.06 230.00 10.05.06 
Nebukhali and Dulduli on 50.00 20.06.06 9 1.20 30.09.07 
river Sahibkhali in 41 .20 16.01.07 404.00 
Sundarban.(2004-05) 404.00 

34 4. Construction of 22 RCC 407.00 366.30 40.70 8 1.40 16.03.06 81.40 29.03.07 9.04 31.66 Nil -
jett ;es m Sunderban 
area.(2005-06) 

35 5. Construction of two 382.00 343.80 38.20 68.76 19.01.07 Nil - 7.64 30.56 68.76 17 months 
gangway cum pontoon jetty 
at Harwood point and 
Kachuberia(2006-07) 
Total 81.77 
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Annex~V 

(Referired to in paragraph No . .12.1.4.4) 

Details of 'Parking of Fundls' in the States vi.sited alongwith interest earnedl I accmed 01m unilsjpiemit lballances 
and its utilizati.on · 

1. 

2. 

3. 

Maharashtra 

West Bengal. 

Himachal 
Pradesh 

As of November 2008, an interest ofRs.10.48 lakh had been reported to be earned 
by the executing agency i.e. Executive Engineer, Nanded irrigation Division, on the 
funds deposited in Joint Saving Account of 'Executive Engineer,Nanded irrigation 
Division, Nanded and Collector Nanded' .. However, the agency did not intimate 
about its utilisation. 

MMB, which had drawn Rs. 29.83 crore against which an expenditure of Rs. 6.63 
crore was stated to have been incurred, parked unspent funds in Bank on which· 
MMB was getting interest. However, it did not intimate the quantum of interest so··. 
earned and the utilisation thereof. 

The unspent funds were deposited in the Ballks in Saving I Current /FDR Accounts 
of West Bengal Transport Infrastructure Development Corporation Limited 
(WBTIDC) - executing the project (Construction of Gangway Pontoon type· .· 
floating jetties 53 nos and RCC slipway jetty - 4 nos on NW-1 between Tribeni and 
Farakka) depending on the payment requirements to the contractors and pending 
bills. The executing agency further pointed out that no directions on the· interest. 
earned on unspent balances had been provided. · · 

Directorate of Transport, Himachal Pradesh, which had drawn Rs. 117.40 liikh: and 
released Rs. 80.88 lakh to the Nodal Officer I executing agency and Rs, 6.25 lakh 1 

for consultancy services, parked rest of the funds in FDR on which an amount Ofc ' 
Rs. 1.30 lakh was reported to be accrued as interest. The Directorate could nof 
intimate about the utilisation of the interest. . . 
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tt~ri~=-~mm~~ili~~~. 
Eve!lll afteir :five yeairs q])jf appirovail, tllne Mnllllistry failed to ellllslll!ire completio!lll 
of a prnject for seffil!Ilg llllJll> a nw mateirfall bank foir slilllk ca:rpets nH!l Jfammun 
& Ka~Jbnnmftir foir diirect diistll"ilbmitfol!ll of siilllk: airn«l! ~other iraw materfalls titii 
airtisamis alllld weaven, wlhnch w®unil«l! llnave ennabHed them to cl{)me mll1t' of the 
slhi.adq])w q])f bng yam deailen and! olhltanl!ll funllJl-time em.pfoymel!llt 
opprnrtilltJIBiities. l!msteaidl olf settiimg unp a society for dnirect idlistiriilbnrntnonn of niw 
materii~Ils to an"tisan:ns, tlbte Jimpllemelllltillllg. agency .ftllll. Jamm1!1l & Kaslhl.miii
iidellllti~edl two piriivate fnrms Ji.Ill\ Kasllnmnr, wlhlo were allreadly enj«byiing a 
molllloppily, and! mne fnrm ilIIl .fanmrnmrnr, wlhlftclhl uirseidl tlhle elllltlire materfail fo:rr lits 
ow!lll 111s~ wl!nich defeated tlbte ®bjectives ·of tine scheme. 

~· Sep~ember 2003, the Ministry of Textiles .approved a project, under the 

Prime ¥inister's Special Employment Package for Jam.mu & Kashmir, for 

setting f P of a Raw Material Bank (RMB) by a state level society to be opened 

by the State Government, at a cost of Rs 2.50 crore, to provide raw. material 

(silk) of the required quality to artisans and weavers at their doorstep, to 

enable : them to produce silk carpets for the international markets at 

competitive cost and quality. n was the Ministry's expectation that the project 

would ~:i;iable about two lakh carpet weavers to earn better returns through 

f\llHimr. employment and escape exploitation by big yam dealers. The project 

had enviisaged that while undertaking distribution of good quality raw material 

direcdy1 to the artisans, the society would run the RMB on commercial lines 

and would generate operational funds from user artisans and weavers on 

account! of interest, administrative, overhead charges as also from other 

soµrces 1 such as banks/financial institutions. The Ministry released Rs. 1.00 

crore a,s seed money in January 2004 to the J&K Small Industries 

Development Corporation (SICOP) in anticipation of setting up the proposed 

society> with the exp~ctation that the project \YOUld be completed by January 
2006 ("lhich was.later extended to January 2007. 

I 

Howev~r, the State Government did not set up any society fot the RMB. 

Instead,! SICOP selected three private firms for distributing raw material 
I , 

procure~ under Raw Material Bank Scheme. In Kashmir, two private. firms 

viz., Ml~ Lotus Textiles and MIS Silk Enterprises, owned by the same family 

played the role of distributors. They procured the raw material from SICOP 

and . fu~her supplied the IDll.terial down to other producers/manufacturers 

associat~d with them, who in tum, passed it on to various artisans/weavers for 
I , .. 
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getting the carpets manufactured. In Jammu region, the entire raw material 

was suppli~d by SI COP to a single party, viz. Shalimar Carpet Industries, who/ 

used the material for captive consumption in manufacture of carpets in their · 

own factory. An evaluation study commissioned at the instance of the. · · 

Ministry in March 2006 had brought out these facts. The evaluation stµdy .. 

report had also pointed out three major deficiencies in the operation of the 

scheme viz. (i) over dependence on the three private parties for distribution of · 

raw material (ii) lack of awareness among user groups, and (iii) fack of direct ,. 

benefits to the artisans. Further, utilisation certificates, audited statement.~f: ... 

expenditure, details of sales, procurement and accountal of raw material;< 

generation of funds for the project, and identity of the artisans, etc., who .: 

received the raw material could not be obtained from SICOP by the Ministiy . 

against the central grant of Rs. l crore, as of April 2008. The Ministry did hof · 

release the remaining instaHment of Rs 1.50 c~ore to SICOP. The Office Qf'( 

the Development Commissioner, in response to an audit enquiry, st~ted>. · 

(October 2008/ J~uary 2009) that disturbed conditions in the Kashmir VaU~y, 
had delayed the implementation of the scheme and that they had asked SIC()P .·· 

to take appropriate corrective action. The reply of the office of 'the . 

Development Commissioner is not acceptable as the State Government did not 

set up the society for Raw Material Bank, as envisaged under the scheme. No . 
action was takento address the deficiencies pointed out in the evaluation study 

report. The. scheme was being run by the monopolistic dealers from whose .. · 

clutches the scheme had intended to extricate the poor weavers arid artisans. · 

Further, the ~rgument of disturbed conditions in the Kashmir vaHey cannot be 

applied to misutilisation in the Jammu region. 

l'he matter was referred to the Ministry in July 2008; their response was 
awaited as of March 2010. 

Tlhle:re we:re serfolll!s deficiencies inn setting lll!JP> CFCs umder tllile :SAEIVY. 
01lllt of the 95 CFCs saHnctioimed betwee1111 2001-02 anull 2007-08, MCFCs 
were yet fo be completed despite release «JlJf Rs. 21.11.5 crn:re, al!Ilidl Rs. 8Jl8 
c:rrnre lyi1111g lll!nspent was yet to be refm:ul!etd!. The:re were also serfo11lls 
systemic · deficiencies il!Il the processes fo:r cmmt:roll al!ll.idl monniit«llll"nnng olf 
working of these CFCs. 

The Development Commissioner (Handicrafts), under the Ministry of 

Textiles, introduced the · Babasaheb. Ambedkar Hastashilp Vikas Y ojana 
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(BAHV)7) in 2001-02 .·for integrated· development of -potential clusters of 
handicraft artisans, with the objectives of creating centres ofexcellence with 
forward !and backward linkages; upgrading artisans' skills, and ensuring self- · · 

sustaine4 and. self-managed. ciusters of artisans. The package of support for 
I - - : 

artisan Clusters included social, · technological, marketing, and financial and 
f . ·' . . • 

infrastruttufe interventions. · ---

One of the components of BAHVY was th~ creation· of Common Facility 
Centres (CFCs) at the cluster.level to enhance production quality and quantity 

I . . . . 
by using, modem tools, equipment and techniques and increase economies of 

i . . -
scale. Each CFC was estrmated to cost Rs. 60 lakh, to be fully funded by the 

Goveruriient of India. The funds were to be released in three installments, 
I . . . 

namely pO per cent in advance as the first installment, 40 per cent as the 
second installment on receipt of audited. expenditure statement for the first 

·1 ' .. ,.. -

installm~nt and saJisfactory progress report; anq the remaining 10 per cent to-
be relea~ed as reimbursement on receipt of audited expenditure sta,tement for 
the entire project alongwith performance apd inspection report,. duly vetted by 
the Statei agency, w_ithin one month of setting up of the CFC. 

i 

The BA;HVY projects were required to 'be implemented- through>reputed 
I 

. NGOs, Apex Co-operative Societies, DRDAs, Central/ State Handloom and 
I . ' . .. ' 

Handicraft Development Corporations arid other Government ~gencies. 

The Regional Screening Committee (RSC) headed bythe·concemed Regional 
Director !of DC (H) was to scrutinize a~d forward only viable projects to the 

DC (H) for clearance, after reckoning their viability, and release of funds. 
I .-, 

' 

The pro~ess ·of implementation of t]fe Scheme and its components was to be 
monitor~d periodically by designated Committees at the national~ . state, and 
district levels. 

~~~h~lll't~li!l~-Y~im!li~11m~;r11ll1tt11~t~g1t~~ 

Between! 2001-02·and 2007-:08, the DC (H) sanctioned setting up of 95 CFCs 
under BAHVYat a cost of Rs. 35.27 crore as under:. 
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Table l : Status of J?irojects as of October 20«b9 
(Rs. in crore) 

Th~ stlittuS of 95 CFC projects as of October 2009 was as under:-

lllllI~~l~~~!Iiiru]!J!~:W~1 
Thirty CFCs involving sanctioned assistance of Rs. 7.83 crore were reported 
as completed. Out of Rs. 7.41 crore released, Rs. 7 .3 5 crore was reported as 
utilized arid Rs. 0.06 crore was refunded. During test check, it was observed 

that the DC (H) had not obtained the details of artisans trained and the benefits 

derived by the artisans/clusters ill any of the 30 completed CFCs. Th~ .DC (H) 
prematurely treated those CFCs a:s completed, merely on the basis of release 

of last installment, without ensuring that the projects were physically 
completed and were functional. Further, it was seen during audit that: 

For two projects, sanctioned at a cost of Rs. 0.75 crore, the first 

installment of Rs. 0.37 crore was released. The projects were shown as 
completed after incurring an expenditure of Rs. 0.31 crore. Evidently, 
the project requirements were either inflated, or the projects were not 

fully completed. 
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• In respect of three CFCs be ing implemented by the Export Promotion 

Council for Handicrafts (EPCH), New Delhi ; Artisan Self Help 

Society, Tamil Nadu; and Nagaland Handloom and Handicrafts, 

Nagaland, for which Rs. 1.84 crore were sanctioned and re leased and 

reported as fully uti lized, the last installment of Rs. 0.34 crore was 

released without obtaining the completion certificate and final 

performance-cum-achievement report from the Regional Office of the 

DC (H). In response, the DC (H) stated that the balance amount had 

been released after veri fy ing a ll documents and obtaining 

clar ificat ions. However, necessary documents in support of this claim 

were not provided to Audit. 

(ii) CFCs not taken up 

Three CFCs proj ect were not taken up, and Rs. 0.50 crore was re funded by 

the two Implementing Agencies after lapse o f more than three years from the 

date of release; re fund from one closed CFC amounting to Rs. 0.05 crore was 

awaited. 

(iii) Recast CFC 

One CFC project sanctioned at a cost 1.79 crore had been recast with a rev ised 

budget of Rs. 0. 72 crore, suggesting over estimation of the cost of the project. 

(iv) Incomplete CFCs 

For 6 1 CFCs, sanctioned at a cost of Rs. 24.10 crore, an amount of Rs. 13.05 

crore was re leased, Rs. 4 .87 crore was reported as uti lized, and Rs. 0.04 crore 

refunded. The balance of Rs. 8.14 crore was ly ing unspent with various 

Implementing Agencies. These CFCs remained incomplete even after lapse of 

periods ranging from one year to seven years against the sanctioned time 

schedule of three to six months required for completi on of the CFCs. The 

setting up of the CFCs compri sed ma in ly construction of buildings, water 

tanks fo r the sites and purchase of tools, machines and equipment, etc. While 

the completion period of three to six months prescribed under the sanction 

order appeared too restrictive, the delays ranging from one to seven years were 

excessive. Further, test- check revealE~d that: 

• For the 42 incomplete CFCs, Rs. 7.75 crore was released. The 

NGOs/Cooperative Societies executing the projects had not come up 

for grant of subsequent · installments a fter obtaining the first 

installment. In nine CFCs, the DC (H) had re leased funds between 

Rs. 0.05 crore and Rs. 0.10 crore, against the sanctioned amount 

rang ing between Rs. 0.1 5 crore and Rs. 0 .53 crore. The funds released 

were, prima facie, too insignificant to complete any project. The DC 
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(H}had also not obtained the status of utilization of released funds and 

physical progress reports and audited accounts in respect of these 
CFCs. 

e · The Implementing Agencies of 13 CFCs, to whom Rs. 3.49 crore was 

released through first and· second installments, did not request for the 

third installment alongwith the completion report/audited 

accounts/performance cum achievement reports, indicating failure of 

DC (H) to follow up/monitor the project. 

In the remaining six CFCs, to whom Rs 1. 77 crore was released, three 

CFCs were not released further grant after release of first installments 

and three CFCs were not provided with grant after receipt of second 

installments, despite obtaining the requisite reports, indicating 

lackadaisical approach and . arbitrariness in release of grants by the 
DC(H) .. ; 

In three CFCs (Chhattisgarh Khadi Gramdyog Board, Raipur; Chamba, 

Chattisgarh; Khadi Gramdyog Board, Jagadalpur, Chattisgarh and Mis 
Khadi and Gramdyog Board, Ektal, Chhatisgarh), the unspent amount 

of Rs 0.10 crore was iiregularly transferred/diverted to another 

institution (Chhattisgarh Hastshilp Vikas Board) by these three 

Implementing Agencies, without the formal approval of DC (H). 

In six CFC projects; Rs. 0.32 crore (for two CFCs), Rs. 0.34 crore, 

Rs. 0.22 crore ,Rs. 0.22 crore and Rs. 0.23 crore were released to four 

Delhi based NGOs for setting up of CFCs in Mahakalpar and Lunukua 

(Orissa), Jaisalmer (Rajasthan), Kulu (H.P.), Konkan (Maharashtra) 

and Kotwa (U.P.), instead of to the local Societies in the concerned 

. CFC area, thereby rendering monitoring of the sanctioned CFCs by 

these NGOs difficult. 

A CFC at Amingaon, Kamrup district was sanctioned in January 2005 

at a cost of Rs. 41.80 lakh, to be set up by July 2005. The first 

installment of Rs. 20.90 lakh was released to the implementing agency, 

Assam Silk Development Centre, Guwahati, Assam. Audit scrutiny 

revealed that despite the Regional Director (NER) reporting in October 

2006 that there was no space for installation of the machinery and no 

activity had been undertaken by the NGO, no action for blacklisting of 

the NGO and/or legal action was taken by DC (H) for recovery of the 

outstanding amount of Rs. 20.90 lakh 
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'Incidentally, the same NGO had been sanctioned Rs. 15.4'3 lakh 

(March 2004 and January 2005) for various activities viz. survey, skill 

'up gradation training, design and craft bazaar, against which Rs. 9.14 

: lakh had been released. Only one activity i.e. survey had been 

reportedly completed at a cost of Rs. 2.85 lakh, and the balance of 

: Rs. 6.29 lakh had not been refunded. 

c In November 2007, the Superintendent of Police, Bureau of 

Investigation (Economic Offences), Assam, had requested the 

. Regional Director (NER) to stop further payments to the NGO, as it 

' was found issuing false bills/ vouchers/ documents in respect of a grant 

' of Rs. 15.02 liakh for organizing craft bazaars/ seminars in another 

case. 

In response, the DC (H) in May 2009 stated that the organization had 

not refunded the amount. FIR was lodged during March 2009 with the 

, Hatigaoh Police Station, Guwahati. Further, Regional Director (NER) 

was requested to file a civil suit against the organization. However the 

recovery had not been made; · 

A CFC at Karimganj District was sanctioned at a cost of Rs. 49.80 lakh 

' in 2003-04. Rs. 24.90 lakh was released during 2003-05 to the North 

, Eastern Federation of International Trade, Shillong, Meghalaya, which 
I . 
was reportedly fully utilized. Audit scrutiny, however, revealed that 

' the development of clusters of artisans/ craftsmen was not included as 

, one of the objectives, in the Memorandum of Association of the NGO. 

Further, the NGO submitted the audit report and utilization certificate 

· 
1 directly to· the. DC· (H), without inspection. by the Regional Office. 

While the DC (H) had directed the Regional Office in Guwahati to 

submit the relevant documents after inspection, these were awaited as 

of October 2008. The expenditure of Rs. 24.90 lakh was, thus, 

doubtful. 

. In response, the DC (H) in May 2009 stated that the machinery had 

been procured . .The organization had expressed its inability to run the 

' CFC and suggested transferring the CFC to Cane and Bamboo 

: Technology Centre, Guwahati to manage its day-to-day functioning. 

The request of the organization was being examined by the DC (H), 

' failing which recovery proceedings would be initiated. Further 

progress was still awaited (October 2009) 

Details of the above a~e indicated in Anmex-I; 
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Financial management and control . over the execution of the Scheme was 

inadequate and·· lax, as brought out above.· The contemplated periodical 

monitoring through inspection was not carried out. Test- check revealed that in 

35 incomplete CFCs, field inspections had not been conducted and in seven 

incomplete CFCs, only one or two inspections were conducted, although the 

inspections wer~ required to be invariably conducted before release of further 

installments. Further, in three incomplete CFCs, even when the inspection 

reports indicated that these were not working, funds were still released to the 

implementing agencies. The contemplated National and State Level 

Committees for monitoring of CFC projects had not been constituted. In 

response, the DC(H) stated that monitoring was done by the regional and field 

offices and overall monitoring at the Headquarters. However, details of the 

monitoring purportedly being conducted were not provided to audit. 

The mairi thrust of the DC (H) was preponderantly on releases of funds under 

the Scheme rather than on ensuring achievement of the end objectives of 

qualitative production and enhancing the technical skill of the artisans to 

generate adequate income to make them self sufficient and outcomes from the 

investments being made under the Scheme. The DC (H) continued to release 

funds for setting up of new CFCs without reckoning the experience gained 

from earlier sanctioned CFC projects. 

The matter was referred to the Ministry in April 2009; their reply was awaited 

as of March 20l0. 

mt 
A Scheme fo:r setd.llllg l!llp 3000 JHIDCs aJIRd 5®0 QDUs was bnitfateidl hi 
1993-94 mull Rs. 95.7dll c:ro.re was released to 20 States up to 2001-02. 
'fllne Scltneme was discontinued. iirn 1997-98, b1111t cml!llmitted liabilities up 
to 2001-02 weJre accepted. No ilfllformatfon :rega:rdlilfllg Yea:r-wise/State
w!se physical p:rogress/ountcomes of the scheme was mm :record. The 
office hai!ll :received UCs of Rs. 73.74 crnre and :recovered Rs. 10.75 
crnre anrnd the balmnce of Rs. H.22 crore, besides pel!llal interest of 
Rs.13.39 c:ro:re, was to be :recovered (October 2009). Audit scrutiny 
also revealed .nmmermlls deficiencies amll defects in UCs, affecting their 
rellliabilify fo:r va!idatlion of expenditure incunred . ol!llt of cieirnt.ral 
:releases. 

~l1~lre-.~iff11I~1 
The Development Commissioner (Handlooms) (DC (H)), implemented a 

Central Sector Plan Scheme from 1993-94 for setting up 3000 Handloom 
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Devel~pment Centres (HDCs) and 500 Quality Dyeing Units (QDUs) in areas 

identified. by the concerned State Governments through Primary Handloom 

Weav~rs Co:..operative Societies having good tr~ck record of perfonrtance and 

infrasthicture i~ .t~rms of building, administrative and technical staff, transport 

facili.tibs, etc. Each HDC was to cover about 250 looms and 1000 weavers, 
I . . 

and ea,bh QDU was required to cater to the dyeing requirements of about 1000 
. I 

weavers. The scheme was ,intended to ensure timely supply of yarn of the 

requisite quality and counts, essential inputs such as· dyes, chemicals to the 
I 

wea':'ers covered by the HDCs, marketing of the. cloth produced by the 

mernb~rs of iIDCs. in the domestic and export markets and adequate provision 

. of w1rking capital to ·sustain long term. production,, system for .. qesign. 

devel~pment and . their disse1Ilination to primary societies and weavers, 

facilit\es for quality dyeing.and training in improved dyeing practices, etc .. 

The ~cheme .. also contemplated providing of training to the weavers in 

improved/latest ·dyeing practices and also new designs and additional 
l ' . 

employment to the handloom weavers, etc. 
I 
I . . 

The Spheme envisaged central assistance of Rs. 27 lakh per HDC (Rs. 17 fakh 

as grant and· Rs. 10 lakh as loan from NABARD/ banks). Each 'QDU was 

entiddd to central assistance of Rs. 7 .83 lakh (Rs. 4.265 lakh as grant, and . 
I • 

Rs. 3.565 lakh as loan). The total cost of 3000 HDCs and 500 QDUs was 
I . . . 

estimated at Rs. 849.15 crore, with Rs. 321.33 crore through grant and 

Rs. 5:27 .82 crore as loa,n. The State Governments were to provide the 
I . . 

guarantee for availing credit from NABARD and make budget provisions for 
I ' ' 

the interest subsidy. The DC (H) was to accord approval to the projects on.the 

basi~ pf information provide'd by the State Goveinment 

I 

The ~tate. Government and ·the DC .(H) ·were responsible _for effective 

perio4ical monitoring ofperfortnances ofHDCs/QDUs by setting up of a High 

Levell Monitoring Committee. 
\, 

' . ' ' ' \ 

The Scheme was implemented originally up to 1996-97 and was extended t6 

1997-'98; thereafter.the Scheme was discontinued but the committed liabilities 
I 

were ;entertained up to 2001-02. Between 1993-94and1997-98, 1848 HDCs 

and 391 QDUs were sanctioned in 20 States/ one UT and grants ofRs. 95.70 
I 

crore iwere released during 1993-94 to 2001-02. State wise/year:.wise break up 
is given in Annex-Ill. · · · 
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Audit findings are based on. the perusal of the records relating to the Scheme 
and/ in,formation fuinished by DC (H) as well as: test check. of records in 
Assam, Tamil Nadu, Orissa and Uttar Pradesh. The main findings are detailed 
asunder: 

s As ·per the records in the O/o the DC(H) and iiiformation furnished to 
1 1 

audit (January 2007), none of the State Governments had completed any 

project under the Scheme. The physical targets of completion of the 

projects wer~ not monitored as of October 2009. However, test- check of 
records at the field disclosed that in Tamil Nadu out of 324 HDCs 
sanctioned, 218 HDCs were reported functioning and 106 were non

functioning and were under liquidation as of March 2010. Out of 36 
QDUs sanctioned in Tamil Nadu, 10 QDUs were functional and 26 QDUs 
were non- functioning mainly due to non- grant of permission by Pollution 
Control Board. In Orissa out of 83 HDCs sanctioned, 65 were functioning 
and 18 were under liquidation as of January 2010. This evidently 

suggests that sanctions were granted without taking adequate care and 
verification. This also reveals that there was lack of information in the 

office about the actual implementation of projects. 

As revealed from the records of the DC(H), the Scheme did not 

function satisfactorily and most of the sanctioned projects were left 
incomplete by the implementing agencies reportedly. due to in
adequate follow up and interest taken by the State Government ·for 

accomplishment of the fixed targets, dispersal of projects .in far flung 
areas, inadequate flow of credits through cooperative banks and most 
of the Primary Weavers Cooperative Societies having less loom-age 
than prescribed under the Scheme. 

Due to the failure of the State Governments to implement the projects 
sanctioned under the Scheme, the DC (H) directed the State 
Government (January 2003) to refund the entire ·Central assistance 

released, along with penal interest thereon. However, out of the total 
release of Rs. 95.70 crore, only Rs. 10.75 crore was recovered (Al!lrnniex., 

III). Of this, Rs. 8.53 crore pertaining to Manipur was recovered 
through adjustment at source by the Ministry of Finance against the 

Normal Central Assistance due to Manipur (August 1999 installment). 
Adequate attempts were evidently not made to ensure refund of the 
central assistance in: th~ remaining cases. Out of the balance amount of 
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1 

Rs .. 84.95 crore, Utilization Certificates (UCs) for Rs. 73;74 crore were 

, submitted by the States by 2001-02, leaving Rs. 11.22 crore unutilized 

by them (Allllllllex-]][ll). The DC (H) intirn.atec1(October2009) that penal 

i interest of Rs. 13.39 crore was also recoverable for the period from 1 

' January 2002 to 31 March 2008 from the .. States. A scrutiny of UCs 

amounting to Rs. 73.74 crore submitted .by the States, revealed the 

following: 

)» UCs amounting to Rs. 8.02 crore from Tamil Nadu were omnibus 

UCs, which did not give details of how and ~here the amountwas 

actually utilized. Even the names of Weavers' Cooperative 

Societies, which were assisted by the grant~, were not mentioned. 

Only the number of such Societies was given. 

' )» UCs for Rs. 4.92 crore from the States of Assam; Tamil Nadu, 

Orissa and _ottar Pradesh were received beyond the cut off year 

(2001-2002). 

)» UCs for Rs. 34.80 crore from Andhra Pradesh, Bihar, Himachal 

Pradesh, Karnataka, Kerala, Madhya Pradesh, Maharashtra, 

Nagaland, Orissa and West Bengal-were un-d~ted. 

)» UCs amounting to Rs. 0.10 crore from Tripura were not even 

signed in token of correctness of the same. 

)» It was noticed in audit that the DC (H) con,tinued to release funds 

without ensuring receipt of proper UCs/expenditure account duly 

certified and audited. The main thrust was on release of funds 

rather than. ensuring proper utilization thereof. There was no 

mechanism evolved for watching the proper utilization of funds 

released. 

e In Assam against Rs. ·6.74 crore released by the Government of India 

' (GOI), the State Government released Rs, 5.29 crore to the Director 

Handloom and Textiles, Assam, and the balance of Rs. 1.45 crore had 

been retained for more than 12 years. Though the Scheme was credit 

linked (Loan: Rs. 17lakh and Grant: R.s~ 10 lakh), surprisingly, none of 

the selected implementing agencie~ had taken loans from banks. The 

absence of loan component may have contributed to projects becoming 

· unviable and consequently not getting completed. Details of raw 

materials procured-· by the HDCs for supply to weavers and cloth 
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produced therefrom were required to be shown to · the Directorate 

office, Assam but the same had not yet been coilected. 

ill Orissa, Assistant Director of Textiles, Berhampur was not in a 
position to utilize or refund the outstanding amount of Rs. 2.31 lakh as 

the said amount had been debited by the Berhampur Central Co
operative Bank from t'h.e account of the Weavers' Co-operative Society 
(Kanteikoli) in adjustment of another cash credit (loan) outstanding 
against the Society. 

il~~l~'&~~1l~b1Tf~i~l!illlm1 

In Audit's view, despite release of Rs. 95.70 crore for setting up 3000 HDCs 

and 500 QDUs, no watch had been exercised to ensure that the funds were 
utilized for completion of the HDCs/QDUs. The actual physical progress of 
completion had not been monitored. The recovery of Gal's grants along with 
interest thereon had not been enforced. ill April 2002 and January 2003, the 
DC(H) had directed all the State Governments to refund the entire amount of 
Central assistance with interest, in all such cases where the sanctioned projects 

had not been completed by March 2002, but had failed to follow up on this 
directive. LogicaHy, therefore no UCs should have been . accepted in such 
cases, where the HDCs/QDUs had not been completed by March 2002. 

The DC (H), referred (October 2008) the cases to all the State Governments 

directing them to furnish copies of UCs, duly attested, by the end of October 
2008, failing which the entire amount of Central share would be recovered 
from the allocation made by the Planning Commission with the concurrence of 
the Ministry of Finance. The DC (H) again reminded (September, 2009) the 

State Governments for refunding the assistance by 30 October 2009, instead of 
effecting recovery from the defaulting States from the annual plan allocations 

(as indicated earlier). 

ii~~,~~M1~11~~mll!fit1t~oom~!lff1111119~~'ID!~iill 

Evaluation of the impact of implementation of the scheme was got conducted 
(November 2000) only in one State (Uttar Pradesh) out of 20 States through 
Development Consultancy Services (DCS), New Delhi. The DCS had 
observed that the marketing of products continued to be a problem and the 
weavers were facing a lot of problems because of peiidency of payment by the 
state owned handloom agencies. No evaluation in other States was got 

conducted. 
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The DG (H) stated (October 2009) that no records relating to monitoring were 

availab~e and traceable due .. to time gap, and it also did not have the 
wherewithal to implement and monitor the project(s) at regional level. The 

extent ~f monitoring and techriical guidance; assessment of the. performance of 
the sanctioned project, details· of raw materials procured by the HDCs for 

supply ;to weavers ·and the cloth produced there from, details of handloom 
weavers assisted was also not ascertainable. The lack of adequate follow up 
and interest taken by the State Government, besides inadequate flow of credit 
through cooperative bank, resulted in non accomplishment of the targets under 
the scheme. 

The sh9rtcomings/weaknesses as pointed out above evidently suggest that the 
scheme was implemented in a lackadaisical manner and the main thrust of the 

I 

implementation of the Scheme was found to be oriented towards incurring of 
I . . 

expend~ture/rdeases of funds, rather than on outcomes/results from the 
investments being made. Thus, Rs. 11.22 crore released by the DC (H) to the 
State Governments along with penal interest of Rs. 13.39 crore, still remained 
blocked with them ·since 1993-94. 

The ma,tter was referred to the Ministry in September 2008; their reply was 
awaited as of March 2010. 

Laiek !!JlJf adequate and eJffocitlve momitorfumg by tll:ne Devefopmellllt 
Comm4ssfonn.er (Hal!lldicrnJfts) :resullteirll iinn · l!llomHreceipt oJf 1355 Utilisaiti.m:n ..---
Certi:lfii~ates (UCs) fo.r Rs. 70.4141 crnre oJf grmrat-liim-aid released upto 2006.;~ 
07 fo 8~8 orgallllftzatio1rn.s9 wlhuidn we:re to be snnlbmitteidl before Ma:rch W@8. 
Fl!lirtheir9 m COIIBtnv11mtionn of tl!ne Ge!llerall JFmal!ll.cfa~ Rulles9 the I!)C (H) 
relleaseipl more grnl!llts to 1«'»:ll. orgal!Illisatfol!lls, despite llllO!ll;.receipt of. UCs for 
tl!ne pr~vi@1llls years9 · resUllntil!D.g ii.mi· accumulatimn of outsfal!ll.d.Ji.ng UCs ~f 
Rs. 46.:23 cro:re. 

The General Finandal Rules1 stipulate that for any non-recurring grant 
released to an institution or organization, a Utilization Certificate (UC) is 
required to be obtained, to ensure that the grant was utilized only for th(\ 
purpose for which it was sanctioned. The UC is to be submitted within 12 
months;of the closure of the financial year; receipt of the UC is to be watched 
by the Ministry/ Department, and in case of non-receipt of UCs, the Ministry/ 

I • 

Department can blacklist the institution or organization for sanction of future 
grants. 'Further, the Ministry/ Department is required to release sanctioned 

1 Rule 212(1}.ofGFR, 2005 and Rule 151(1) ofGFR, 1963 
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amounts,forfuture financialyears,,only ~fter receipt of provisional lJcs·forilie 

previous-financial year:·'.:· ... 

. - . - . 

Audit scrutiny of the:records. of the Development Commissioner (Handicrafts).· . 

(D;C (H)):and;analysis of electronic data supplied by his office revealed that 

135SUCs,Ior Rs. 70.44ccrore,o(grant-in-aid released before 2006.,07 were 

pending. The Utilization Certificate for these grants were required to be 

submitted·before Marcfr2008~·A.n.age wise analysis of pendency ofUCs is 

given below: 

T2ble-2 

24 
125 
117 
567 

ea Ts 522 

Further, detailed analysis of the outstanding UCs revealed that out of the total 

outstanding UCs amounting to Rs. 70.44 . crore, 25 UCs amounting to 

Rs. 11.55 crore for the years 2004-05 to 2006-07 pertained to just three 

organizations-the Indian Institute of Carpet Technology, Bhadoi; J&K 

Handicrafts (S&E) Corporation Ltd., Srinagar; and National Building 

Construction Corporation Ud., New Del.hi. 

A classification of outstanding UCs by the nahrre of the grantee organizations 

where the amount was Rs. 20 lakh or more reveals the following position: 

Table-3 

Unidentified 

Further, audit scrutiny revealed that· despite non-receipt of UCs for previous 

financial years, the D.C (H) released further grants to 161 organisations/ 

institutions for succeeding:years. This resulted in accumulation of outstanding 

UCs amounting to Rs. 4623 crore, of which Rs. 35.35 crore pertained to 45 

Government organizations and Rs. 10.88 crore pertained to 116 NGOs_, 
. . 

The matter regarding non-receipt of UCs was pointed out lli. earlier Annual 

audits for 2004-05 and 2005-06. The D.C (H), therefore, directed (October 
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2006) its Regional Directors to take suitable action on this issue. However, no 

concrete steps were taken, resu!ting in tlie amount of·. outstanding UCs 

inc~~asing steeply from Rs. 26.33 crore ifl J~e 2005 t~ Rs. 70.44 .crore in July 

2Q08. On being pointed out yet again in audit, the D.C (H) directed the 

Regional Direct~rs in June 2008 to take iinmediate action and furnish a 

consolidated report by July 2008, failing which no further grants would be 

rdeased to the organizations. As a result of repeated pursuance by Audit, the 

outstanding UCs,for the period 1978:-:2007 got reduced to Rs. 38.30 crore; 

However, as on. September 2009, 1527 UCs for the period upto 2007-08; 

(which: were due for submission before March 2009) amounting to Rs. 72.25 

crore ~ere pending as per records of the Development Commissioner 
(Handicrafts). 

. . 
A test: check of outstanding UCs was also got conducted by Audit in 

Jpecemper.2009 in the state of Jammu & Ka~hmir, Uttar Pradesh, Delhi and 

AssamJ The State- wise findings are detailed below:-
1 • . ' 

Jam.mlill & Kaslbimlir 

In a test check of sanctions issued for Rs. 8;02 crore during 2003;..08, it was 
. ' 

noticed that:. 

@ UCs for an amount of Rs. 2.17 c_rore (Rs. 0.15 cro~e for the year 2005-

06, Rs. 2.02 crore for 2007-08) had not been submitted till October 

2009, although the expenditure had peen incurred. Besides, Audit also 

noticed· diversion of funds ·of Rs. 0.35 crore, besides extra/irregular/ 

,oofrllitful expenditure ofRs. 0.2J crore by two grantees. 
I 

e :Rs. 1.25 crore was lying unspent with the grantee for relea~es made 

:during 2007-08, which. revealed that the funds were released in excess 
·of requirements. 

· Uttall" Prai!leslhl 

fu a test check of sanctions issued for Rs. 7.52 crore from 2005-06 to 2007-08, 

out of which Rs. 1.34 crore pertained to the period upto 2006-07, it was 
noticed that: 

·e :An amount of Rs. 2.02 crore (Rs. 1.83 crore for 2007-08 and Rs. 0;19 

; crore for 2006'-0'7) was lying unspent and it was reported in UCs that 

, the same would be adjusted towards grant in aid payable during the 

: next year. It was indicative of the fact that funds. were released in 
. excess of requirements. 
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• UCs for Rs. 4.00 crore pertaining to 2007-08 had not been submitted 

by the Moradabad Development Authori ty and the authority stated 

that the UCs would be submitted after completion of the work. This 

was in contravention of GFRs, as the same was to be submitted within 

12 months of release and balances refunded. 

Delhi 

For grants re leased of Rs. 0.85 crore to Delhi Tour ism and Transport 

Development Corporation, New Delhi for the years 2005-06 to 2007-08, it 

was seen that the agency had already submitted UCs for grants of Rs. 0.70 

crore and for the balance of Rs. 0. 15 crore (June 2005), records were not 

ava ilable with the agency. 

Assam 

A test check of sanction issued for Rs. 4.70 crore from 2005-06 to 2007-08, 

out of which Rs. 1.45 crore pertained to the period upto 2006-07, it was 

noticed that: 

• UCs for Rs. 1.41 crore (Rs. 0. 10 crore for 2007-08 and Rs. 1.31 crore 

prior to 2007-08) had been submitted, whereas UCs for Rs. 0.62 crore 

(Rs. 0.02 crore for 2006-07 and Rs. 0.60 crore for 2007-08) had not 

been submitted. 

• Unspent balances worth Rs. 0.37 crore were lying with the grantees 

(Rs. 0.04 crore; 2005-06; Rs. 0.02 crore; 2006-07; Rs. 0.3 1 crore; 

2007-08) who had also refunded an amount of Rs. 0.22 crore for 

sanctions issued in 2007-08. Evidently, excess release of funds was 

made without assessing requirement. 

• No grant had been stated to be received by the agency in respect of 

sanctions issued for Rs. 0.08 crore in 2007-08. 

• As per the records of agencies, UCs were reported for an amount of 

Rs. 0.25 crore, out of which Rs. 0.24 crore pertained to 2007-08. 

However, in the absence of forward ing letters, their actual receipt by 

the sanctioning authority could not be confirmed. 

• UCs for Rs. 29 lakh were being exhibited as outstanding by DC(H). 

However, audit examination of agency records revealed that UCs for 

the same had already been submitted; this a lso inc luded UC for an 

amount of Rs. 22.36 lakh in respect of sanctions issued to Desh 

Bandhu Club, Cachar in 2004-05 for which the UC was submitted in 

September 2006. 
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The above field scrutiny revealed that the records were not updated on an 

ongoing basis in respect of UCs submitted, so as to ascertain the correct status 

of outstanding UCs. 

In response to an audit enquiry, the D.C (H) stated in October 2008 and again 

in December 2008 that the regional offices had earlier been instructed to 

initiate criminal/ civil cases against the defaulting organizations, and that the 

action regarding blacklisting of organizations I units for future grants would be 

undertaken after receipt of reports from the original offices. Audit, however, 

observed that such instructions were issued by D.C (H) in October 2006, 

followed by instructions issued by Ministry of Finance, Department of 

Expenditure forwarded in December 2007 and June 2008. The fact remains 

that despite issue of these instructions, utilisaton certificates for Rs. 72.25 

crore for the funds released upto 2007-08, which were required to be furnished 

before March 2009 were still pending. 

This was also indicative of the fact that either the DC(H) was not having 

complete I confirmed data about the correctness of the outstanding UCs, or it 

was not able to ensure compliance with the requirements as per the GFRs and 

other instructions after the funds were released. It was also noticed that there 

was lack of monitoring and control mechanism to ensure that the grants 

released were utilizec fu lly and correctly by the grantee units I organizations 

for achievement of financial and physical targets. Cases of excess releases, 

non receipt of grant shown as released and absence of necessary action in 

respect of defaulters were also noticed. In many cases, the UCs had been 

furnished by the grantees to whom the money was released but the amounts 

still continue to be outstanding as per the records of D.C (H). 

Recommendations: 

The matter may be reviewed departmentally and a detailed cross verification 

carried out to arrive at the exact position of the releases made for which 

outstanding UCs were not received and action taken to recover the outstanding 

dues. Jn the absence of timely receipt ofUCs, there was a strong possibility of 

misuse of these Gol grants. Further, with the passage of time, the chances of 

recovery or adjustment of the grant-in-aid may become remote. 

It also needs to be ensured that DC(H) and its regional offices should take 

immediate action on: 

• Ascertaining the exact status of defaulting organization I NGOs and to 

ensure that none of the grantee units were closed down. For such units, 
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the requisite action for filing of criminal I civil cases needed to be 

taken, besides fixing responsibility for release of funds to such units. 

e The system regarding sanction, release and utilization of funds need to 

be rationalized so that the funds are spent as per rules and in time and 

I balances got refunded. 
~ 
r 

- I 
"! 

The matter was referred to the Ministry in September 2008; their reply was 
awaited as of March 2010. 

A Jlllrnject foJr setttlillllg llll]p> 1twl[]) Na1blt1man CelllltJres foir Desligllll · am:ll P1rnt!:ll1111ct 
Devefopmellllt at Denll11.li aIID.t!:ll Morncllabat!:ll at am1 l[])]riigiillllallliy estilmatet!:ll cost l[j)Jf 
JRs. 5.37 crnJre was l!lll[])WlhteJre IID.e~lllt" comm.eIID.cemellllt evel!ll aJfteJr :rn yeaJrs oJf 
apprnvat Despite evel!ll t!ID.e Rallllidf foJr tltne cel!lltires l!ll([)t lbl.avilllllg lbieeim allfottet!:ll, 
Rs. 2.45 crnire lbl.at!:ll beel!ll lllltnllzet!:ll at ternpm.·aJry focatilolllls, wiitlln11mt el!ll.SllllJriilmg 
t!:lleHveiry l[j)Jf tlhte iimteimt!:lleidl bel!llefn.ts to artilsalllls arnu:ll Jilll!.t!:llull§try, wlbl.Iilie Rs • .TI..55 
crnre oJf Gl[j)I Jfm11.dis weire Ilyiilll!.g lllll!ll.SJp>ellllt. 

In October 1998, the Ministry of Textiles approved a proposal for setting up 

two National Centres for Design and Product Development (NCDPD) at Delhi 

and Moradabad at a cost of Rs. 5.37 crore. The objective of establishment of 

these centres was to assist in development of new designs, improve the quality 

of handicraft items produced by artisans, enrich and orient the industry to the 

finer aspects of design, and ensure acceptability of exportable handicrafts in 

international markets. While the Moradabad centre would essentially be 

servicing craftsmen, manufacturers and exporters of Moradabad and adjoining 

areas, the Delhi centre was to work like a "hub-and-spoke" arrangement by 

constantly disseminating design related inputs all over the country. 

During the period from March 1999 to March 2006, an amount of Rs 4.00 

crore, out of a sanctioned amount of Rs. 5.37 crore, was released as grant...:in

aid to NCDPD, which had been registered in November 1999. 

Audit scrutiny, however, revealed that the two centres at Delhi and Moradabad 

had been set up on a temporary basis on the premises of other offices of the 

Ministry- RDTDC2, Okhla and MHSC3
, Moradabad- in February 2001 and 

July 2000 respectively, but had not yet been established on a permanent basis. 

No progress towards allotment ofland, let alone construction of buildings, was 

made till January 2005, when the Ministry approached the Delhi Development 

2 RDTDC: Regional Design and Technical Development Centre 
3 MHSC: Metal Handicraft Service Centre 
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Authority (ODA) for allotment o f one acre o f land in Delhi . As of February 

2009, however, no land had been allotted for e ither the Delhi or Moradabad 

cen tres. 

Re leases of f unds were made in several installments between March 1999 and 

March 2006 without proper need assessment and ensuring avai lability of land 

for the two centres. In fact, when NCDPD requested the Min istry in May 2005 

to approve carry forward of unspent funds of Rs. 0.88 crore to 2005-06, they 

were directed to refund the amount with interest. However, without ensuring 

such refund, another installment of Rs. 1.43 crore was released on 3 1 March 

2006, evidently to avoid lapse of funds. The Ministry rejected the proposal of 

NCD PD fo r carry-forward of unutilized grants of Rs. 1.55 crore for 2004-05 

and 2006-07; however, the amounts had not been re funded. 

Out of the total funds released of Rs. 4 crore, NCO PD had reportedly incurred 

expenditure of Rs. 2.45 crore on various items - setting up of temporary 

infrastructure, acquiring fixed assets, setting up of office etc. - without 

establishment o f permanent centres. Lnstead, in February 2008, NCDPD 

submitted a revi sed proposal for infrastructure development at an estimated 

cost of Rs. I 0 crore, which had not been approved as of February 2009. 

Field visit by audit to the temporary locations of the C DPD centres at Okhla, 

Delhi and Moradabad revealed the fo llowing: 

• Ln Okhla, Delhi, some computers meant for trainees and oflice equipment 

were lying unutilized due to lack of space at the temporary location. 

Office equipment and computers lying unutilized a t NCDPD Okhla Centre 

• The Moradabad centre was non- functional since 2004, and the furniture 

and fixtures were lying dumped in a store. 

208 

• 



Report No. 9of2010- JI 

Thus, despite release of Rs. 4 crore for setting up two C DPD centres at De lhi 

and Moradabad for solving the design problems of art isans and industry, 

construction o f these centres had not even started a fter ten years o r sancti on. 

Further, Rs. 2.45 crore had been spent on various items without ensuring 

permanent infrastructure, and the ba lance Rs. 1.55 crore was lying unspent. 

The matter was referred to the Ministry in October 2008; their reply was 
awaited as of March 20 10. 

13.6 Delay in Construction of Office Building at Srinagar 

The Ministry approved construction of office building for Development 
Commissioner (Handicrafts) at Srinagar at a total cost of Rs. 2.60 crore 
and released Rs. 1.69 crore in March 2006. Due to the abnormal delay in 
taking possession of the land after making advance payment, the cost of 
the project has already risen to Rs. 8.16 crore. 

In March 2006, the Ministry or Textiles approved construction of offi ce 

building at Srinagar, Jamm u & Kashm ir for the Field Admini strati ve Ce ll and 

the Marketing/ Service Extension Centre of the Development Commissioner 

(Handi crafts), which were hitherto housed in rented bui ldi ngs. Huge rental 

payments a nd security ri sk with the re nted buildings at Srinagar were the two 

reasons cited for justifying construction of the office bui lding. The total 

approved cost of the project was Rs. 2.60 crore consisting of Rs. 1.20 crore for 

purchase of land (four kanals4
) and Rs. 1.40 crore for construct ion of the 

bui lding. The Ministry made advance payment of Rs. 1.20 crore in March 

2006 to Srinagar Development Authority for purchase of the land and Rs. 0.49 

crore between June 2007 and May 2008 to the Central Public Works 

Department (CPWD) for land development, s ite demarcation a nd construction 

of boundary wall. 

4 One kanal is equal to 506 square metres. 
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Audit in March 2007 observed that no significant progress had t_aken place 

toward construction of the office building and in the meantime the project cost 

had also increased enormously. The details of the case are discussed below: 

•a. The Ministry . could not fake possession of the land even after :four 

years of making full advance payment in March 2006. The revised cost 

of project as approved by the Department has also escalated to Rs. 8.16 

crore. Of this, the cost of the construction of the building increased 
from Rs. 1.40 core to Rs. 5.97 crore. 

b. Gove~ment of Jammu & Kashmir (GoJK) did sanction allotment of 

land on lease hold basis in August 2007, initially for a period of forty 

years with effect from 29 August 2007 which was extendable for a 

further period of not more than forty years. However, the lease deed on· 

record was undated and there was_ no record of the registration of the 
same (February 2010). 

c. The Ministry released Rs. 0.49 crore to Central Public Works 

Department between June 2007 and May 2008, although the land had 
not been demarcated. 

d. The work of boundary wall and approach road was reported to be 

nearing completion, but the cons.truction work of the building was yet 
to start as of September 2009. 

e. Due to delay in construction of office building, the Field 

Administrative Cell and the Marketing Service Extension Centre 

continued to incur avoidable expenditure of Rs. 2.28 lakh per annum 
towards rental charges for their office buildings. 

Thu~, the lackadaisical attitude of the Ministry in acquiring the land for 

construction of office building for Field Administrative Cell and Marketing/ 
' 

Service Extension Centre at Srinagar resulted in abnormal time and cost 

overrun. The cost of project increased by more than 200 per cent from 

Rs. 2.60 crore to Rs. 8.16 crore. Besides, the objective of housing these 

offi~es in their own building, avoiding security risks involved in rented 
building had not been achieved. 

I 

I 

The ,matter was referred to the Ministry in July 2008; their reply was awaited 
as of March 2010. 
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An ammmmfo:tf Rs. 27.75 fakh was rec«Dvered aHhe msfance of Audit ount oft" 
Rs.160.27 fallili, ililldmliing pemnll interest release([lL.unJIB.de:r~DevefopmeHllt «Df 
E:i]pl®rtalblle"'ProdUBds .am:! JVIarketilillg'(DEPM)/ Hal!lldlloom Expmrt S-cheme 
(HES). 

The Office .. ofthe DevelopmehtComrnissioner (Haridlooms)'{DC(H)} has been 

implementing the "Development _of Exportable Products and their Marketing" 
(DEPM) :Scheme:.since 1996..:97 .:This .scheme was-·aim~d at ·giving assistance 

-to the handloom agencies for building and marketing of export worthy 

handloom. The scheme continued .during the X .plan .. with a modified 

nomenclature "Handloom Export Scheme (HES)". 

Audit scrutiny of the scheme revealed that the DC (Handlooms) had 
sanctioned 86-projects at a cosf'of:Rs~ 19.~29 crore:~during the IX plan period 

•. (1997-2002), against which Rs. 19.29 crore was-released to thejmpliementing 
·agencies. However, only 67 projects had been completed as of December 

_2008,· and 19 projects involving central funds of Rs. 165.95 lakh had either 

been terminated or closed. 

As per a clause of sanctions to release of Central Assist.ance,dt was envisaged 

that in the event of non fulfillment of any one or llllore of the terms and 
conditions of the Scheme, the implementing agency would beJiable to refund 
the assistance along with interest thereon as per the rates prescribed under the 

provisions .of the GFR. However, it was seen in audit that out of the 19 
terminated/ cl()sed projects, in 10 projects, Rs. 160.~7 lakh;,,u;,duding penal 

··interest, was yet to be recovered. 

This was repeatedly pointed"':out in audit during the period ''from 2001-02 to 
May 2008, and an amount of Rs. 27.75 lakh was recovered by:DC(H) during 

2005-07. The defaulting agencies had also been debarred from :further- grants, 
till refund of the principal ·amount along with penal interest.However, the. 

balance amount of Rs. 132.52' fakh was still pending recovery (June 2009). 
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1-- - ------~-~ LSI Name of lhe NGO/ Government 
no. Agency 

I DRDA Mandi 

2 M.P llastshilp Vikas Nigam 
Limited 

3 DRDA Villipuram 

4 EPC H. New Delhi 

Nutan Sangha. Kolka1a 

6 Chhanisgarh Khadi Gramdyog 
Board, Raipur. Champa Raipur, 
Chhaani~rh. 

Anisan Self help societ), Tamil 
Nadu 

Annex-I 
(Referred to in Paragraph 13. 2) 

Details of Common Facili ty Centre Sanctioned under BAHVY from 2001-2002 to 2007-08 
(Position as of October 2009) 

Period 
I Name ofrhe craflflocal ion 

-2001-02 Bamboo craft, Metal, carpet. 
Mandi, 11..P. 

2001-02 Cane, Bamboo & Wood crafts. 
Gvindpur, Bhopal. 

200 1-02 At TI1cnkeeranur. T.N. 

2001-02 Photo and Picture framing, 
I 

Sharanpur. U.P. 
200 1-02 Bamboo product crafts 

Jalpaiguri. W.B. 
2001-02 Wappmg House, Die I louse. 

Champa.Raipur 

2001-0::? Multi crafts, v1llumpur.T N. 

Amou~Amount Utilized 
sanctioned released 

Amount 
Refunded [ Amount I 

Unspent 
Status l 

~ ------'-~~-4~~~~~~~~-...-~~~~~~~~~~~~~~~-

179.46 15.00 5.00 

45.00 22.50 16.11 

29.60 14.80 14.80 

~ 

111.00 111.00 11 1.00 

44.43 
t-

39.99 t 22.21 

20.00 10.00--+ 8.06 

23.15 2225-

10.00 

6.39 

-
t i 

I 
1.94 

Funds refunded on 8/2004 aft er 2 years and 5 
months. Further recast into two Qrojects in 2004-05. 
Shown Completed on 7/212004 within !he ftrst 
installment 
Shown completed in 712007 within the fi rst 
installment 
Shown comple1ed in 11/2006, required document a1 
1he time ofc~le1ion was no1 obtained. __ 

I 7.78 I Incomplete. an1oun1 lying unspent for last 4 years 2 
months. 

----t- -- -- -- --- ' 
Incomplete, amount lying unspent for last 3 years I 0 
months. 

Shown completed on 12/2008 

--+-
T Wood craft at Jagadapur, Baster 1 10.08-+ 

22.~ 
6.00 8 Chhattisgarh Khadi Gramdyog 2001-02 

Board Chhattis_garh (Jagadalpur) 
9 Mis Khadi & Gramdyog Board, 2001-02 Bell metal craft at Kondagaon, 

Bstar j Baster 
IO 

-- -
Nagaland Handloom & Handicraft 2001-02 Cane & Bamboo craft at 
Corpora1ion Limited.Dimapur Die1ephe, Dimapur. 

II VEDHA, Nagpur 2001-02 Bamhoo crafts, Nagpur 

12 -t VllAI. New Delhi -
2001-02 Pottery and Bamboo craft. 

13 Sathi Samaj Seva Sansthan, 
~issa. ___ 

200 1-02 Bell metal crafts, a1 kondagaon. 
Kumharpara Kondagoan, Districl Baster 

r 
_ Bastar, Chhanis~h 

14 Gramodaya Sangh Bhadrawati, 200 1-02 For f erracotta and ceranics 
District Chanda.!Pur, Maharash1ra - crafts at Bhadrawati. 

~NTACH, New Delhi 2001-02 Stone carving.embroidery. 
Jaisalmer. Rajasth!.1!:.__ ~ Nutan Bunkar Sahakari Smithi, 2001-02 Wooden crafts. Astha, Disst. ---f 

tvi~t,M.P_ SiJ>ore, M.P. --r 
17--T Society for overall rural 2001-02 Kalamkari craft. pcndana 

~ 
I developmenl, ~~avada j krishana, Disst. A.P. 

18 M.P. Laghu Udyog Nigam Ltd. 2003-04 Stone carving craft l ~Bho~.P) 
19 . DASTAKAR Shahpur, New Delhi 2003-04 Block Printing, Tie & Dye and 

l - patch work 

49.80 

49.80 

49.80 

32.24 

35.54 

51.63 

15.00 

37.50 

45.8 

24. 12 

17.00 

44.06 

4.08 
I 

r ·1 
Incomplete, amount lying unspent for last 3 years 4 
months. 

-+-- ---- ---
5.00 2.55 

~9.4 1 j 49.41 

I_ 10.oo j 

31.99 

5.00 

31.99 

5.00 I 5.oo 1 
7.5 -+ 7.5 

2.45 

+-
--1 

5.00 

. l 

Incomplete, amount lying unspent for last 6 years 2 
months. __ _ 
Shown completed on 1212008. 

___, 

lncomplele, amount lying unspent for last 3 years 8 J 
months. 
Incomplete. no correspondence made after June 
2006. 
Incomplete, no correspondence made after July 2005. 

Incomplete, no correspondence made after Oct 2004. j 
~ - ----1 

Incomplete 

- -+--_ 1 
33.75 33~ 

Incomplete, no correspondence made after May 2006 

Incomplete, no correspondence made after May 2005-

1 
Sen led 

Report received for final settlement (Incomplete) 

h 1.1st- 37.78 I _ _ I 
_j_ L - -

12.06 -( 12.06 _ _=._ I_ _ I 
15.00 15.00 j - _,__ -j 

36.44 I 36.44 I _J 
__L -- - - I 
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Centre Indian Bamboo Resource 
and.Techilology.jor Bagh New 
Delhi •· . ' . I 

21 [_: Centre Iridian Bambo'o Resource 2003-04 Bamboo craft at Konkan I 43.09 I 21.54 I Nil I I 21.54 I Report awaited for 2u'I installment. (Incomplete) 

~nd Techllology jor Bagh New (MAH) 
Delhi: '. 

22 I UTTHAN, Centre for sustainable 2003-04 Bamboo craft at KOTW A I 45.oo I 22.50 I Nil I l 22.50 I Report awaited (Incomplete) 

Development & Poverty Alleviation village U.P 

New Delhi 
23 I Assodation ofJute and Handicrafts 2003-04 Sita! pati, Jute, Wood & I 49.74 I 24.87 I Nil I I 24.87 \ Report awaited (incomplete) 

Entrepreneurs of Eastern India bamboo, Golden grass 

· Kolkata W.B. Madhvamgram cluster 

24 . I Burdwan Jute Based Garments & 2003-04 Dhokara Malkits Village 38.14 19.07 Nil 19.07 Report awaited (incomplete) 

Co-oo Ind. Scicietv Burdwan, W.B . 
25 • VELUGU DRDA Godawari Disstt, 2003-04 Lace Craft Narasapur, A.P. 59.40 59.40 59.40 I I - I Settled 

A.P 
26 APHDC, Hvderabad A.P. 2003-04 Multi Craft Hvderabad 35.17 35.17 35.17 1 - 1 Settled 

27 APHDC, Hvderabad A.P. 2003-04 Veena Craft Bubbli · 6.97 6.97 6.97 - Settled 

28 . Chatianya'Jyot)li Welfare Society 2003-04 Palm leaf craft, Venkteshwaia 9.25 9.25 9.25 I l - I Settled 

Nellore Nagar 

29 I Chatianya JyothiWelfare Society 2003-04 Wooden Cuttlery, Udaigiri 10.35 10.35 10.35 I I - I Settled 

Nellore A.P. 
30 I Chatianya Jyothi Welfare Society 2003-04 Fabric painting, Naidu Petta 7.30 7.30 7.30 I I I Settled 

Nellore. A.P. 
31 I Chatianya Jyothi Welfare Society 2003-04 Leather pupper D.C 5.80 5.80 5.80 - Settled 

Nellore A.P 
32 I Deshbandhu Club, Behra Bazar, 2003-04 Cane & Bamboo Shito Pate & 32.82 29.52 29.52 - Report received for fmal settlement (Incomplete) 

Cachar, ·Assam. Jute craft at Cachar 

33 I North Eastern Federation on 2003-04 Cane & Bamboo craft Karim I 49.80 24.90 24.90 - Report awaited (incomplete) 

Iriternational trade Shillong Kartj. 

Mehafava 
34 I Punjab Memorial Charitable Trust, 2003-04 Carie & Bamboo craft at 23.49' 21.14 21.14 - R~port received for final settlement (incomplete) 

Gohnur Assam Sonitnur 

3 5 I The Kishkinda Trust, Karnataka 2003-04 Natural Fibre Craft at Anecnmdi 15.10 14.51 14.51 - Settled 

36 ·MYRADA, Mvsore, Karnatilka 2003-04 · Terracotta at Dorea Villa"e 4.34 3.95. 3.95 - Settled 

3 7 I Karnataka State Handicrafts Dev. 2003-04 Messore/ Chennapatmi, Wood 15.17 15.17 15.17 - Settled· 

Cornn. Krnataka craft. 

38 I Bharatiya Mahila Grammodyog, 2003-04 Bamboo craft 45.45 45.39 45.39 - Settled 

AllahabadU.P. 
39 I Banaskimta DWGRA Mahila Sewa 2003-04 Embrodidery, Fabric & Block 49.80 24.90 NIL 24:90· llepcirt awaited( Incomplete) 

Assii. Banask~ta Gujarat nrinting Banaskimtha. 

40 I SEW A Ahemadabad Guiarat 2003-04 Multi craft CFC at Kondanur 49.80 24.90 NIL 24.90 Renort awaited Iricomnlete) 

41 I Uttranchal Bamboo & Fibre Dev. 2003-04 Bamboo & Fibre craft . 29.83•. f.4;90 .NIL 14.90 Report awaited Incomplete) 

Board, Dehradun Uttranchal 
., 

42 I Mis Centre for Social and Research, 2003-04 Bamboo craft at Malermath .5.00' 4.50.· NIL 450• Report awaited Incomplete) 

Agartala, Trlpura 
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Name of the NGO/ Government 
Agency 

NaniSala Foundation, Arunachal 
Pradesh 

44 Mizoram Handloom & Handicraft 
Dev. Corpn. Aizawl, Mizoram 

45 Technology and action for Rural 
__ Dev. Jbansi, M.P. 

46 Bishnouli Sarvodyog Gramodaya 
Sewa Sanstha Chirag Delhi, New 
Delhi 

4 7 Federation of India Export 
Organization FICO Kolkata, W.B. 

48 I Mi s Child & Social Wei fore 
Society, Midnapore 

49 SHIRISTI, Chittranjan Park. New 
Delhi 

50 Kerala Rural Dev. Agency. Kollam 
Disn. Kerala 

5 I Youth Club of 
Bijipuram.Srikakulam Disn. A.P 

52 Assam Apex Weavers & Artisans 
Co.op, Federation. Ambari. 
Guwahati 

53 ~ Assam Silk Development Centre, 
Guwahati Assam. 

54 I North Eastern Centre for 
technology, Application and Rural 
Development, Nagaon, Assam 

55 I MEDA Industria l & Credit Co-op 
Society Ltd ,Distt. Dharwad , 
Ka m ataka-

56 India Institute of Natural Resources 
and Management, Noida, l).P 

57 ' Centre for Development Glass 
Industry, Firozabad, U.P 

58 

[ 59 

Janjagran Samity Almora, 
UttranchaI 
DRDA Mandi H.P 

'60[ Bamboo Development Agency, 
Aizawl, Mizoram 

61 L Bamboo Development Agency, 
Aizawl, Mizoram 

62 I Socio Economic Development 

• 

Period 

2003-04 

2003-04 

2004-05 

2004-05 

2004-05 

2004-05 

'.!004-05 

2004-05 

2004-05 

2004-05 

~004-05 

~2004-05 

L 
2004-05 

2004-05 

2004-05 

lName of the craft/location 

Ziro. A.P. Bamboo Craft 

Bamboo craft at Aizawl. 

---s3mboo Craft. Taragram. M P. 

--Hand Embroidery Bead Work. 
Bamboo Work & pottery at 

t 
Sangam Vihar, Delhi 
Hom Craft 

Sabang Debra & Pingla. 
Midnapur W.B Bamboo & Mat 
Weaving 
Ceramic. Terracott. Cane & 
Bamboo. Enamelling & Glas< 
Barasar 
Pine Craft 

Jute craft 

Cane & Bamboo. Nalbari 

A mount 
sanctloned 

9.48 

10.00 

55. 18 

46.85 

f 49.70 

27.00 

49.30 

18.97 

10.69 

45.40 

Amount ' Utllized 
released l 

9 .48 9.48 

10.00 

5.oo 

23.43 

10.00 

Nil 

-+-NIL 

Amount 
Refunded Amount 

Unspent 

5 

23.43 

! NIL~ 2'.85 l ~--
- 21.oo j -

24.85 

~7.00 

49.30 49.30 
....(_ 

18.97 18.97 

10.69 10.69 

45.40 45.40 

Status 

Sen led 

-seiiled 

Project closed by DC(H) on 9.6.08 refund awaited. 

I Report awaited (incomplete) 

Project closed by DC(H) amount refunded after more 
then 3 year (212009) Penal interest Rs. 6,09 lakh still 
awaited 
Settled 

t Settled 

Settled 

Sen led 

Settled 

Ammgaon. Karnrup. Assam ' 4 I .80 ---i--w:-90 • 20.90 I Report awaited (incomplete) 

Jute craft, Distt. Nagaon I 0.00 I 10.00 I 10.00 I I - - Senled 

Bamboo craft I 24.65 24.65 Settled 

~ 
+-- -+-Panja Dari I 44. 72 

Report awaited for final settlement (Incomplete) 

--
f--24.90 Glass Handicrafts 49.80 

2004-05 I Woolen Shawal "'48.38 

2004-05 
2004-05 

2004-05 

2005-06 

__ Bamboo, Mandi 

Bamboo craft at Aizaw l 

Board Craft at Aizawl. 

32.90 
45.00 

45.00 

Pillow lace and hand embroidel}'.__ 2 I .0 I 
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Agency 
Period 

Name oflhe cruft/location Amount 
sanctioned 

Comples. Khurda. Orrisa 

84 State lnstitute for development of 
An & Culture, Handicrafts 
Co~. Khurda, Orrisa 

85 I Sikkim Handloom & Handicrafts 
Development corporation, Gangtok. 
Sikkim 
Sikkim Handloom & Handicrafts 

2007-08 

2007-08 

2007-08 Wood carving. South Sikkim 57.50 I 86 

~87 ~ 
Development corporation, Gangtok, 
Sikkim 
Manipur Handloom & Handicrafts 
Development Corporation, lmphal. 

I 2007-08 Cane & Kauna & bamboo cra~OO 
at Imphal in I ov. 

t Manij:iur __ _ 
88 People Edu. For Awareness & 

I 

comm. Empow. Orgn. Imphal, 

~ 
l 90 

91 

_ Mani~ . __ _ 
R.ajiv Gan.dhi Charitable Trust, i 
Amethi, U.P 
DRDA, Dibang Valley, Arunachal 
Pradesh 
DRDA, Dibang Valley, Arunachal 
Pradesh 

2007-08 -j 10.00 

Leather craft Amethi ~00 
2-00- 7---08--lf-c--B-amboo craft, Annini. Dibong t :::90 

Vallev-

2007-08 

2007-08 Bamboo craft, Annini. Dibong 59.90 
___ _,_ Valley 

92 f DRDA, Dibang Valley, Arunachal 2007-08 Bamboo craft, Annini, Dibong I 59.90 

I 
Pradesh Valley _ 

93 Bharitiya Gramothan Sansthan, 2007-08 Carpet craft 55.10 
Uttranchal 

94 State lnstitute for development of 2007-08 Terracotta, Kendubilwa 43.97 

Art & Culture, Handicrafts + 
• Comples, Khurda. Qrrisa t:J 

95 State lnst.itute for d.evelopment of 2007-08 Brass Metal, Kendubilwa 38.54 

~ 
Art & Culture, Handicrafts 
Com les. Khurda, Orr~ 

Total 3526. 82 

216 

Amount · Utilized 
released 

9 

29.95 29.95 

27.55 NIL 

2 1.98 NIL 

I 

19.29 NIL · 1 
2115.38 1226.48 

I 

• 

-l-28.75 Repon awaited (incomplete) 

30.00 Repon awaited (incomplete) 

~ 

settled 

30.00 I Repon awaited (incomplete) 

Repon received (incomplete) 

Repon received (incomplete) 
I 

I - Repon received (incomplete) 

27.55 Report awaited (incomplete) 

-
2 1.98 Report awaited (incomplete) 

~J:9 -
70.53 818.36 

Report awaited (incomplete) 

~ 
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Arrmex-llll 

(Referred to in paragraph 13.3.1) 

HANDLOOM DEVELOPMENT CENTRE/QUALITY DYEING UNIT SCHEME (STATUS OF FUNDS RELEASED FROM 1993-94 TO 2000-01) 
· 01uoees in lakh) 

:1;;1~~~~~1 lf1~Z1~~~~0;;: 
~piii,llt11F<f~ ;!i~lr4'~ :~~~~,,~! ~~' :rq~,u:i~ !~~:ii~~ ffll~#J i~~F§ 1~11!~4h~ ~~/&I! .,~,M~ Aire~!~~~ ¢l~irt@~ il~~fY/~! 1l1~lf1~~ 

1. IAndhra 246.95 30 13 414.09 47 3 217.82 159 49 671.67 111 62 460.34 13.69 27.89 
Pradesh 

2. Assam 45 I I 100.00 58 12 489.24 84.50 103 673.73 
3. Bihar 14 74.48 35 4 1 114.41 4.00 3 3 I 16.97 53 19 209.86 
4. Gu"arat 6 20.42 8.25 0.15 7 28.82 
5. Ha ana 1 4.00 5.00 1 9.00 
6. Hi mac ha! 2.00 4 30.36 5 26.20 2 I 24.00 2.84 5.10 11 3 90.49 

Pradesh 
7. JJammu& 21 6.08 3.04 3 9.12 

Kashmir 

8. Karnataka 6 17.50 15 3 84.69 2 26.70 7 12.51 30 4 141.40 
9. Kera la 8 29.37 36 3 261.00 18 5 I 116.05 9 4 I 86.95 4.06 16.00 72 12 513.41 
10 Madhya 5 20.00 12 6 82.07 11 31.87 28 6 133.94 

Pradesh 
11 Maharashtra 6.00 14 1 53.39 . 5 26.48 20 3 85.87 
12 41 113.74 96 7 607.53 132.00 137 7 853.27 
13 2 8.00 60 1 I 239.91.I 80 6 I 315.63 61.40 I 78.84 142 7 703.77 
14 38 26 l 178.30 I 48 I 8 278.28 55 153.84 57 5 1· .84.43 I 16 2 I 24.11 214 42 718.96 
15 3.04 2.24 1.78 I 1 7.05 
16 30 6 I 124.85 I 119 17 805.83 I 99 5 449.11 38 4 I 114.20 38 4 I 116.07 I 290.08 324 36 1900.14 
.17 13 10 48.01 17.88 13 10 65.89 
18 

I 
76 42 404.891 7 8 140.13 2 2.38 4 19.09 12.19 89 51 579.28 

19 42 3 I 161.29 I 56 12 336.64 38 8 165.86 55 12 I 104.82 7 6.66 198 40 775.27 
:20 ondicherrv 5 18.50 5 18.50 

Total 267 66 I 1000.00 I 605 134 4018.501 .326 36 I 1728.341 390 77 I 1345.011 260 1···78 I 968.53 I 396.18 I 111.83 1.77 I 1848 391 9570.22 
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I. Andhra Prandesh 

2. Assam 

3. Bihar 

4. Gujarat 

5. Haryana 

6. Himachal Pradesh 

7. Jhmmu& 
-Kashmir 

8 Karnatak:a 

9. Kerala 

10 Madhya Pradesh 

11. Maharashtra 

12. Manipur* 

13. Nagaland 

14. Orissa 

15. Rajasthan 

16. ThmilNadu 

17. Tripura 

18 Uttar Pradesh 

19. West Bengal 

20. PondiCherry 

Tota! 

Ammex-Ill 
(Referred to in paragraph 13.3.2) 

State-wise details of oUJitstaimding UCs 

' 397 2052.45 1981.12 

103 673.73 171.90 

53 19 209.86 26.44 

7 28.82 14.53 

1 9 

11 3 90.49 63 

3 9.12 

30 4 141.40 53.38 

72 12 513.41 . 448.03 

28 6 133.94 6.034 

20 3 85.87 76.79 

137 7 853.27 

142 7 703.77 601.58 

214 . ,42 718.96 661.95 

'7.05 

324 36 1900.14 1900.14 

13 10 65.89 65.89 

89 51 579.28 526.39-

'198 40 775.27 758.15 

5 18.50 18.50 

1848 391 9570.19 7373.82 

·70;60 - -0.73 

501.83 
_:J83.42 

10.03 4.27 

9 

27.49 

1.58 7.54 

42.08 _46.93 

.· 0.5 64.88 

3.86 124.04 

9.08 

853.27 

· 102.19 

39.69. 17.32 

7.05 

52.89 

17.11 

1074.50 1121.88 
*entire amo~t of central assistancereleased to Govt. ofManipur has been adjusted from the state 
budget 1999 by the Ministry ofFinance. 

• .. I ''-:·· 
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Dellilbieirate -cD.ll"CUllllllll'Veillltimn of CailllOJIBS of fimrn.ciall J!llll"O]priety al!B.irll tlhle faillure 
off MOT -to effectively moilllntmnr the expemllltunire ftimc1U1ned or committed 
resudtedl inn lll!Illlsaimc1tim1edl expem!Dt1l!lire off Rs. 5.59 crore B.Illl GOITO New 
Yoirlk. The pirop.rllety off the expendiiture a~S(]I becomes s1U1sped ihm title 
abseilllce of adequnate <llocumeillltatjonn aim<ll colffitrol!. _ 

The Civil Accounts Manual stipulates that no payment should be made in 
excess of budget allotment unless an advance -from the Contingency Fund 
covers it. Further all Payments made should be based on sanction orders 
signed by competent authorities. As per.Geneq1l Financial Rules control over 
expenditure shall be exercised through the Heads of Departments and other 
Controlling Officers, if any, and Disbursing Officers subordinate to them. 

The .Government of India, Tourism Office (GOITO), New York headed by a 
Regional Director (RD) is entrusted with the task. of promoting diverse Indian 
tourism products through marketing and campaigns in the region of North 
America (primary market), South America and Caribbean Islands along with · 
the GOffOs headed by AssistantDirectors (AD)atLos Angeles and Toronto, 
The RD has delegated financial powers ranging between US$ 7 ,000 and 
US$20,000 (Rs. 3.80 lakh to Rs. 8.80 lakh)-per item for advertisements, 
Brochure supports etc. and full powers for participation in exhibitions etc. 

subject to prior approval of yearly schedule by the Ministry. 

The Fund allotment of the GOITOds categorized into non Plan (pay and 
- allowance and office expenditure etc.) and Plan (expenditure on tourism 

promotional activities). The Plan expenditure is governed by the Annual 
Action Plan · (AAP) drawn by GOITO and approved by the Ministry of 
Tourism (MOT). As far as· the Plan expenditure is concerned the Assistant 
Director(AD) is the drawing and disbursing authority in the system while RD 
acts as the Head of Office and the sanctioning authority to the extent of his 
financial powers. The details of expen~iture and supporting vouchers are to be 
sent to Pay and Accounts Office, Ministry of Tourism for a~dit and 
accounting. Thus GOITO together with MOT was responsible for the control 

over expenditure. 

The total allotment of funds for plan expenditure was Rs. 11 crore out of 
which Rs. 5.00 crore was intended for advertising a~dJhe balance on various 
other promotional activities in acco_rdance witp the :AAP. The AAP contained · 
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a general description of various activities proposed to be carried out, but did 

not contain the specific details and party/agency/item wise break up of 

expenditure envisaged except in respect of exhibitions. The post of Regional 

Director at New York was vacant from April 2004 to October 2006 during 

which time the Assistant Director held charge and the financial powers of RD 

were delegated to him 

A revi ew in audit of the expenditure of 2006-2007 revealed the following 

irregularities: 

i) The office incurred a liability of Rs. 5.59 crore (51 per cent) over and 

above the budget allotment of Rs. 11 crore sanctioned by the Ministry of 

Tourism (MOT) for the year 2006-2007 in contravention of the provisions of 

the Civil Accounts Manual which stipulates that no payment should be made 

in excess of budget allotment and that all payments should be sanctioned by 

the competent authority. The excess over the budget had no covering 

sanctions. Out of this liabi lity, Rs. 4.7 1 crore was paid in 2007-2008 by 

GO ITO, out of the budget allotted for 2007-2008, whi le a liability of Rs. 0.88 

crore is yet to be discharged (May 2008). 

ii) The details of expenditure incurred by GOITO were to be sent every 

month to the MOT. However, no such details were either sent by the office or 

called for by MOT during the period Apri l 2006 to October 2006. There was 

no evidence of internal audit either. This is indicative of poor controls. Had 

the expenditure pattern been monitored effectively various irregulariti es as 

detailed in succeeding paragraphs could have been avoided. 

iii) Though as per the AAP the budget earmarked for exhibitions/trade 

shows was Rs. 0 .90 crore, the actual expenditure booked was Rs. 2.3 I crore. 

The excess over budget was committed without sanction of MOT. 

iv) RD had been delegated financial powers for various tourism 

promoting activities that ranged from US$ 7,000 to US$20,000 (Rs. 3.80 lakh 

to Rs. 8.80 lakh) depending on the item of promotion. For expenditures 

beyond the delegated powers, prior approval of the MOT was required. The 

AD, functioning as RD sanctioned expenditure and entered into agreements 

with agencies beyond RD's delegated powers. Test check further revealed that 

in severa l cases, invoices were split, in contravention of rules, to bring them 

within the ambit of the delegated powers of the RD (Annex-I). 

v) Payments to the extent of US$ 21,570 (Rs. 9.50 lak.h) were made to 

agencies without vouchers/supporting records or justification and even the 
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original invoices from the concerned firms were not available on record. Thus 

the basis of payments was not verifiable. Of these, US$14,225 (Rs. 6.26 lakh) 

was paid to a firm for acquisition of a domain name 

'www.incredibleindiarewards.org'. However, there was no evidence of such a 

reg istration or link to the domain having been created . 

vi) DENTSU America, Inc was the agency specifically engaged by 

GO ITO with the approval of MOT for planning, recommending, creating and 

arranging advertisements on behalf of GOTTO, NY. However, US$753,860. 13 

(Rs. 3.32 crore) were paid for advertisements placed directly with various 

other agencies without utilizing the services of DENTSU during the period 

2006-2007. Publicity orders amounting to US$483,258.45 (Rs. 2. 13 crore) 

were also given to vendors not approved by MOT in the AAP (Annex-II). No 

justification for deviating from the AAP or the details of these vendors i.e. 

their circulation/reach was avai lable on record to justify orders (Annex-Ill). 
In some cases the adverti sement insertion orders were issued verbally and 

there was no record avai lable with the office. 

vii) No review of bi lls preferred for payment was made before c learing 

them. A Corporate Credit Card was issued by American Express Bank to the 

AD for official payments. An amount of US$432,064.20 (Rs. 1.90 crore) was 

incurred against the credit card payments during the year 2006-07. There was 

no separate sanction or justification for the items charged to the credi t card 

and all the items were booked against "exhibitions". A scrutiny of the items of 

the credit card bills for which payments were made revealed that these 

included several items normally intended for personal use such as groceries, 

toys and footwear worth at least US$3,083.49 (Rs 1.36 lakhs). Items such as 

webcam procured against the credit card and paid from the office were not 

found in the inventory. No clarification has been provided by GOITO so far 

(June 2008). 

Thus, the deliberate flouting of financial rules by the AD and the fai lure of 

MOT to effectively monitor the expenditure incurred or committed has 

resulted in unsanctioned expenditure of Rs. 5.59 crore. The absence of 

documentation in support of some of the expenditure coupled with nature of 

documentation that were in fact avai lable for scrutiny indicate a clear risk of 

financial mismanagement and misuse of public funds. Ministry m1:1st 

immediately investigate a ll serious financia l irregularities committed by 

GOITO in incurring of expenditure of Rs. 5.59 crore and should fix 

responsibility of officials found involved in financia l mismanagement/misuse 

of public funds. 
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Annex+· ! 
(Relfened to in paragraph No.;14~1) 

Few·examples'ofVouchers split to ll>ringthevalu£under the::.:. ~ 

ambit' of delegation of power 

11 

1. 
Vr.48 ! 

13000 
Bridal Guide 

Adyertisemetit 26000· 
No Note /justification 

Dt.15.05.2006 Ma azin~ and /Work order. 

2. 
Vr.47; 

13000 
Bridal Guide Ad~ertisement 26000 

No Note /justification 
Dt.15.05.2006 · Ma azine and /work order 

3. 
vr:05 ! 

12500 
Innes 

Advertisement 25000 
NoNote'/justification 

dt.05.09.2006 Communication Inc and /work order. 

4. 
Vr. No.94 

12550 AARP Publication Advertisements 36550 
No Note /justifi~ation 

Dt.22.Cll .2007 · and /work order. 

5. 
Vr.No.93 

12000 AARP Publication Advertisements 36550 
No Note /justification 

Dt.22.01.2007 and /work order .. 

l= 6. 
Vr. No'.92 

12000 AARP Publicatfon Advertisements 36550 ' 
No Note /justification 

Dt.22.01.2007 . and /Work order. .. 
Vr. 62 Curtco Robb No Note /justification 

·1. 

7. 
Dt.19:06.2006 

12500 
Media,LLC 

Advertisements 25000 
and /work order. 

8. Vr. 61 i 12500 
Curtco Robb 

AdvertiSements 25000 No Note /justificati~n 
Dt.19.06.2006 Media,LLC - : :"'.\ and /work order .. 

9. 
··vr.22: 

12333 Elephant Advertising Advertisements 24728 
No Note /justification 

Dt.11.08.2006 and /work order. 
VrNo.59 " 

10. 13418 DCA Advertising Inc Advertisement 43418 National Geographic ~ ' -

Dt.16.01.2007 ·,I 

11. 
VrNo.58 

15000 DCA Advertising Inc Advertisement 43418 -do-
Dt.16.01.2007 

12. 
VrNo.57 

15000 DCA Advertising Inc Advertisement 43418 -do-
Dt.16.01.2007 
Vr.No.50 ·i 

I 13. 
Dt.12.10.2006 

15000 DCA Advertising Inc Advertisement 18810 American Photo 

14. 
Vr.No.51 

3810 DCA Advertising Inc Advertisement 18810 American Photo 
Dt.12.10.2006 

I Advertisement i 
made in the New 

15. 
Vr.No45 

15000 DCA Advertising Inc 60000 The New Yorker. 
Dt.12.Ib.2006 Yorker dated 

I 24.04.2006 

i 
Advertisement 

16. 
Vr.No46 

15000 DCA Advertising Inc 
made in the New 

60000 The New Yorker. 
Dt.12.1 b.2006 Yorker dated 

24.04.2006 
Advertisement 

17. 
Vr. No47 

15000 DCA Advertising Inc 
mad~ in the New 

60000 The New Yorker. 
Dt12.1~.2006 · Yorker dated 

24.04.2006 
Advertisement 

18. 
Vr. No48 

15000 DCA Adverti~ing Inc 
made in the New 

60000 The New Yorker. 
Dt.12.10.2006 Yorker dated 

24.04.2006 
l 

j-
I 
,! 
( 

'( 
1 

"' 
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Alll!.nex-JIJ! 

(Refel!"l!"ed to ii111. panngrnplll No. :ll.4.:ll.) 

Examples foir advel!"tisemellllt given to agenciies not menti.onei!ll im AAP alll!.i!ll wi.tllnollllt 

i irollllti!rllg tl!nirollllglhl the Advel!"tisement Agency 

Name of Med!iia 
Date ()f 

Amollllnt iillll lU§$ 
a mellllt ' 

Ethnic 
India Abroad Weta 7800 
News India Times 'fele Times Media 680 
Business Times Performance Media 3332 

Grou 
NRIToda The New York Times 13-A ril 2500 
South Asian Insider New Gate Travel 19-April 1666 

MediaGrou 
India Post Curtco Robb Media 01-Ma 18000 
India Today(International Bharatiya Vidhya 02-May 2000 
Edition Bhavan 

Virtuo card 15-Ma 2000 
Trade Magazines Performance Media 15-May 3332 

G 
Imagine Asian 15-May 670 

T> Entertainment 
Travel Agent Bridal Guide 15-May 26000 

Ma azine 
Travel World News New Media Travel 18-May 1960 

, I Grou 
! Travel weekl Pun· ab Dunia 09~June 420 

Travel A e West Little India: Inc 09-June 3315 
Lux Travel Overseas 09-June 6751.55 

Travel Trade 09-June 4000 
Consumer Ma azines IMS Inc 09-June 4200 

Desi Match.Com 09-June 595 
Condenast Traveler (Special Telegu Times Media 09-June 680 
Su lement fuc 
National Geographic Adventure Performance Media 14-June 3332 

Grou 
Natural. History(Special Hit Corp USA Inc 15-June 9600' 
Su lement 
Smithsonian Curtco Robb Media 19-June 25000 

LLC 
The New Yorker Bharatiya Vidya 26-June 750 

Bhavan 
Travel Holidays Imagine Asian 05-July 1238.40 

Entertainment 
r' American Photo Travel Trade 05-Jul 3500 [ 

Bud et Travelers IMS Inc 05-Jul 4200 
Outside Traveler The Indian Ex ress 06-Jul 1500 

11 Out Door Photography Nu Media Inc IO-July 5000 
Ma azine 

Show Zone 10-Jul 3200 
News Pa er Consumer Hit Co USA Inc 17-Jul 10000 

Atman Press 31-Jul 2100 

; 

1 
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Print Media Mentioned in 
AAP 

Maimi Herald "Sunday Travel 
Section" ------
Chicago Tribune "Sunday 
Travel Section" ---
Robb Report 

Advertisement made 

Travel Trade 3 1-July 4000 

IMS Inc 31-July 4200x5=2 I ,OOO 

New Gate Travel 3 1-July 1372 
Media Grou 
Ele hant Advertising 12333 
Telegu Media Inc 680 
Global traveler I I-August 8000 
Mag_azine 
Vedanta Cultural 14-August 235 1.50 
Found 
Poter Media Ltd 17-Au ust 6000 
Hit Co USA Inc I 8-A1:!_gUSt 10,000 

-----< 

Werner Publishing 30-August 11375 
Corp 
Nu Media Inc 30-Au ust 3740 
Innes 05- 25500 
Communication Inc Se tember 
Perfonnance Media 

0~2 Grou Inc 
lmagin Asian 05-Sept 11 35.20 
Ent.I no 
Point Point World 18-Sept 1295 
wide 
Telgl,! Times 18-Se t 680 
CFI Capital 18-Se t 1500 
Indus Business 18-Sept 1500 
Journal Inc 
lmagin Asian Ent Inc 18-Se t 1444.80 
Hit Co 18-Se t 10000 
Performance Media 18-Sept 7652 
Grou lnc 

25-Se t 935 
25 - Sep 8710 

25-Se t 680 
25-Se t 1200 

Esemble Travel 06-0ct 18500 
Grou 
Tango 06-0ct 10,000 
Nu Media Inc 06-0ct 4675 

Imagine Asian 19-0ct 1290 I Entertainment 
Vituoso Ltd 23-0ct 7020 

The Indian Express 31-0ct 1500 

Hum Sub.Inc 07-Nov 600 

Ladevi Ediciones 24-Nov 9000 .. 
News Week Business 27-Nov 13636 
Tvl 

~" M<d;o Joo 27-Nov 3740 

ax Fax 07-Dec 3500 

Media Grr.lncuest 2 1-Dece 18 18 
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,;.i Bharatiya Vidya 750 

I 
Bhavati 
Keraladay 09-Jan 2000.00: 

i 
Kartagener Assocoate 22-Jan 14225 
fuc 

e, AARP Publication 22-jan 36550. .-

Int Travel 23-jan 10000 
i '. 
·'. 

Communication I 

Highland Adv:entures 23-jan 2150 

A&S Travels Inc · 05-Feb 1250 

CMP Media LLC 01-March 2150 

Hatchetta Filipachi 30-March 15000 
Media 
Editoria Abril S/ A 30-March 4500 

Editoria Peixes S/ A. 30-March. 487o+4870 

Perormance Media 30-.March 3332 
G 

'll'otail 4183,258.415 . 

_.;~ JRs. 2,ll2,82,7®2.:l.4 (RUSS=JRs.44.041) 

~! 

·,;., 

. "' ' .. f,j .' ... 
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,;r 

AIIl.llllex-m 

(Re1ferired to illl. paragrnplhl No. ll.4.1) 

Examples of Vollichers passed without office no11:e /sanction order/ 'l ,, 
'1 

justificatiollllfwork order ~ 
'l ,1 · 
:1 
,i 

No Note Q 

Yr.48 
13000 

Bridal Guide 
Advertisement /justification 

Dt.15.05.2006 Magazine and/work 
order. 
No Note 

{ 

Vr.47 Bridal Guide I 2 
Dt.15 .05 .2006 13000 

Magazine 
Advertisement /justification I -

and /work order 

Innes 
No Note 

3 
Vr.05 

12500 Communication Advertisement 
/justification 

dt.05.09.2006 
Inc 

and/work 
order. 
No Note 

4 
Vr.No.94 

12550 AARP Publication Advertisements 
/justification 

:IDt.22.01.2001 and/work 
order. 
No Note 

5 
vi"No.93 

12000 AARP Publication Advertisements 
/justification 

i>t.22.01.2001 and/work 
order .. 

t No Note 

6 
Vr. No.92 

12000 AARP Publication Advertisements 
/justification 

Dt.22.01.2007 and/work 
order. 
No Note ... I 

7 
Vr. 62 12500 

CurtcoRobb Advertisements 
/justification 

J?t.19.06.2006 Media,LLC · and/work 
order. 
No Note 

8 
Vr. 61 

12500 
CurtcoRobb Advertisements 

/justification 
Dt.19.06.2006 Media,LLC and/work 

order .. 
No Note 

9 
Vr.22 

12333 
Elephant Advertisements 

/justification 
Dt.11.08.2006 Advertising and/work 

order. 
No sanction, 

10 VR.05 01.05.2006 9000.00 
CurtcoRobb 

Advertisement 
justification,, 

Media,LLC work order, 
note 

YrNo.10 
No sanction, 

11 3500 Jax Fax Advertisement 
justification,, 

dt.05.07.2006 work order, 
note 
No sanction, r 

12 
VRNo. 64 

11375 
Werner Publishing 

Advertisement 
justification,, 

dtJ0/08.2006 Corporation work order, j I I 

note 
No sanction, 

Newsweek Budget justification,, " 13 29dt19.04.2006 15000 Advertisement 
: Travel work order, 

note 
No sanction, 

I CurtcoRobb justification,, 
14 VR.86 01.05.2006 9000.00 

Media,LLC 
Advertisement 

work order, 
note 
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S.No Vr No date 
Value in 

USS 
Party Details Remarks 

No sanction, 

15 
Vr No.73 dt 
30.08.2006 

3740 Nu Media Inc Advertisement 
justification,, 
work order, 

t 16 

r + 
note 

Vr.No.07 Performance Media 
r No sanction, 

dt.05.09.2006 
3332 Advertisement 

justification,, 

group work order, 

-t 1 
note 

17 
Vr No.78 dated 

No sanction, 

23.10.2006 
7020 Vitruoso LTD Advertisement 

justification,, 
work order, 

-t- + 
note 
No sanction, 

--1 

18 
Vr.No.27dt Global Traveler 

8000 
justification., 

_ 1, 108.2006 Magazine 
Advertisements work order, 

+ 
+ note 

19 
Vr.48 

No sanction, 

1 06 2006 

15000 Budget Trave l Advertisement 
justification., 

>-

work order, 

+ 

;~<W>W<Ok ""''" I 
) note 

20 
o.29 

No sanction, t 04.2006 
15000 Tra.ol l Ad" rti.om<0• 

l j ustification,, 

~ j-

work order, 
note 

~No.54dt 

· No sanction, 

07.2006 
4200 IMS Advertise me 

justification,, 
work order, 

~ note 

• 
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[~ __ c_u_AP_T_E_R_x_v_:_MIN---'_1_sT_R_Y __ o_F_URB __ AN_D_E_v_E_L_o_P_ME _ _ N_T _ __,) 

15.1 Recovery at the instance of A udit 

On being pointed out in audit, the Ministry recovered outstanding 
interest of Rs. 67.14 crore from National Building Construction 
Corporation Limited, a Public Sector Undertaking. 

M I 

National Building Construction Corporation Ltd. (NBCC), a Public Sector 

Undertaking under the administrative control of the Ministry of Urban 

Development, had been continuously incurring losses from 1986-87 onwards. 

As of March 1997, NBCC had accumulated losses of Rs. 136.66 crore and the 

net worth was ( -) Rs. I 16. 71 crore. 

In November 1998, the Government approved a financial restructuring 

proposal and turnaround strategy to convert NBCC into a profit making 

undertaking. One component of this strategy, which also involved conversion 

of Government off ndia loans into equity and preference shares, enhancement 

of authorised capital, partial waiver of interest etc.; was that outstanding 

interest of Rs. 67.14 crore as on 31 March 1997 on Government on India loans 

was to be frozen and repaid in equal install ments over a period of five years, 

after an initial moratorium of three years. 

Audit scrutiny revealed that though the initial moratorium for repayment of 

the outstanding interest expired in March 2000, no repayment was made by 

NBCC as of August 2007, and that the Ministry also did not take action at an 

appropriate level for recovery. Further, NBCC had generated profit (after 

interest and tax) of Rs. 172.04 crore during the period from 1998-99 to 2006-

07, and had accumulated reserves of Rs. 34.55 crore as on 31 March 2007. 

On being pointed out in audit, the Ministry asked (October 2007) NBCC to 

pay the outstanding interest on loans from the Government. NBCC paid an 

amount of Rs. 60.14 crore in November 2007. 

ln their reply (November 2008), the Ministry stated that although NBCC 

generated profits during the period 1998-99 to 2006-07, it had to discharge 

pending liabilities to contractors/ vendors in India and abroad. Further, there 

was no wilfu l default on the part of NBCC, which paid the amount of 

Rs. 60.14 crore as soon as sufficient funds were avai lable. In January 2009 

audit again pointed out to the Ministry the matter of non-recovery of balance 

amount of Rs. 7.00 crores from NBCC. Subsequently, in November 2009, 

NBCC made the balance payment of Rs. 7.00 crore in ful l and final settlement 
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of the outstanding amount. The fact, thus, remains that NBCC made the 

payment only after this was pointed out by audit. 

AU!ldit scrutiny olf Jrecl[)very of rent !by the Directorate of Esfate (DoE) llirn 
respect of office accommodation inn DeKhii allotted! at maJrket rates of 
Ilncence fees fo persolllls and enntities fallbing iin tl!ne nnonn-enntitRed c3ltegm·ies 
Jrevealel!! seriimrn mismanagement. 

Orn !being pobnteidl mlllt !by allJltdi.11:, DoE recovered 11mtstanding 1dhn.es of 
revised market rates of license fee amommting to Rs. ]..60 crnre frmnn ]_Q) 

allfottees but Rs. 3.23 crore of mntstanding dues illll respect «11f 16 aifottees 
was yet to be recovered. 

D®E recovered! Rs. 0.83 croire of outstanding dues betWeen May allllidl 
September 2008 from the Central Government JEmpfoyees Weilfare 
Housing Organization (CGEWHO) which was allotted ({])ffn.ICe 
accommodation purely m1 temporary basis at market rntes of Ilii1Cennse 
fee, Sllllbject to the approval of the Cabinet Committee. Ofill 

A1Ccommodatim11 (CCA). The · Govermment dii~ not agree · fo tllne 
allotment, but CGEWHO was yet to vacate the premises, al!lldl idl1llles ({])Illl 

account of license fee from February 2008 'onwards ICOJ!JltillllUlledl fo. 
accum111late as of Aplril 2009. 

DoJE did not follow up ({])J!l its decision of N ovembelt" 2005 by Jimiitiialtinng 
either recovery of reRllt at market !!"ates. oir evidion p:rocee«l!ftnngs folt 
vacation of accommodation occupied by Kend.riya Bhanlliar. lR.eHllt idlUJies · 
fo:r the period from November 2005 f({]) Marcb 20:rn am01rnllllti.Hllg t({]), .. 
Rs. 4.53 crore, was yet to be :recovered as of Ma:rcl!B. 2010. 

ls!2~TEwa~;1011 

The Directorate of Estates (DoE), an attached office of the Ministry of Urban · 

Development, is responsible for administration of Goverru:llent 

residential/office accommodation in Delhi. n has been also allotting office 
accommodation to certain private persons, organizations, and non-entitled 
entities by charging rent (licence fees) at market rates. The allottees must pay 
license fee in advance every month, failing which DoE can initiate recovery 
process including securing vacation of the rented premises. In view of the 
acute shortage· of General Pool Office Accommodation, in Marc~ 1999, the 
MinistrY considered that it may not be. desirable to make any further 
allotments of office accohllnodation to non-entided categories, and revised the 
market rate of license fee payable by the existing allottees to Rs. 25 - Rs. 63 
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per sq. ft. per month. Further revisions were to be made every three years 

thereafter. However, it was noticed that rent revision was made on ly in respect 

of Bank and Post offices. 

Audit scrutiny of cases of a llotment of office accommodation on market rent 

to non-entitled categories in Delhi revealed mismanagement in rent recovery 

in several cases by not issuing timely notices for non- payment and taking 

punitive action, against the defaulters. The audit find ings are detailed below: 

15.2.2 Outstanding dues of revised market rates of license fee 

Between March 1999 and March 2008, there was accumulation of outstanding 

rent of Rs. 4.83 crore, plus interest of Rs. 0.39 crore in 21 1 cases out of 70 

cases in the Central, South and other zones. DoE did not issue timely notices 

to the allottees for non-payment of revised rent. The notices were issued with 

delays ranging from 6 to 22 months. Only eight parties paid rent at the revised 

market rates. Further, DoE did not take any action as per provisions of the 

Public Premises (Eviction of Unauthorised Occupants) Act, 1971 (PPE Act) 

for eviction of the defau lters. 

After be ing pointed out by Audit, DoE recovered an amount of Rs. 1.60 crore, 

from 10 allottees between April and November 2008. It also initiated recovery 

proceedings under the PPE Act against one allottee, and had issued reminders/ 

final reminders to 15 allottees prior to initiation of recovery proceedings. 

However, the balance amount of Rs. 3.23 crore against 16 allottees was yet to 

be recovered as of December 2008. 

15.2.3 Recovery of market rates of license fee from CGEWHO 

DoE had a llotted 1755 sq. feet of office accommodation to the Central 

Government Employees Welfare Housing Organisation (CGEWHO) in 

Janpath Bhawan between October 1990 and July 1991 purely on temporary 

basis at market rates of license fee, subject to the approval of the Cabinet 

Committee on Accommodation (CCA). The Government did not agree to 

allotment of accommodation to CGEWHO, and DoE asked CGEWHO to 

vacate the allotted accommodation by June 1992. 

CGEWHO, however, continued to occupy the accommodation, and had also 

not paid rent as revised from time-to-time, despite DoE's rais ing demand bills 

at regular intervals. The total outstanding rent dues from CGEWHO as of 

January 2008 was Rs 0.83 crore. 

1 7 Banks, 8 PSUs, 2 Post Offices, 4 GOs 
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On being pointed out in. Audit, DoE initiated recovery proceedings against 

C~EWHO in February 2008, and recovered an an;iount of Rs. 0.83 crore 
(representing outstanding dues upto January 2008) between May and 
September 2008. However, CGEWHO had still not vacated the premises, and 
dues on account of license fee from February 2008 onwards continued to 

accumulate. In reply, the DOE stated (April 2009) that the matter was being 
pursued by them with the CGEWHO . 

[~t~Ul{~5:.eEYtal41U!i'Rli1ral~1PL4i~~~~_pafii\1i~~ 

DoE allotted 24,490 sq. ft of office accommodation, 39 residential units at 

Delhi and other places, and 11 shops in various markets of Government 
colonies to the Central Government Employees Consumer Co-operative 

Society Limited (Kendriya Bhandar) at a nominal rate of Re. I per month. 

In November 2004, the Ministry . reviewed allotment of general pool 

accommodation to Kendriya Bhandar and the matter of levy of market rent as 
revised from time to time and noted tµat it had since become a dividend 

paying commercial organization and had stopped selling commodities under 
the public distribution system, and that its activities had gone beyond selling 

of grocery and consumer items in the Government housing colonies. 
Consequently, in November 2005, DoE decided that no fresh allotments would 
be made to the Kendriya Bhandar · and similar organizations, existing 

accommodation would be got vacated in a phased manner over a period of 
three years from November 2005, and market rates of license fee would. be 

charged from November 2005 onwards till the date of vacation of office l 
residential accommodation. DoE, however, did not follow up on its decision 
by initiating either recovering rent at market rates or initiating eviction 
proceedings for vacation of accommodation. The rent dues for the period from 
November 2005 to March 2010 amounted to Rs. 4.53 crore. 

On being pointed out in Audit, the DoE/ Ministry stated (April-May 2009) that 

recovery proceedings had already been initiated against the Kendriya Bhandar, 
and the damages bills were being issued. 

Thus, due to inaction on the part of DoE, substantial amount of rent arrears· 
could not be recovered from the non-entitled persons, organizations and 
entities. DoE also· did not take effective action to initiate eviction proceedings 
against such defaulting persons/organizations despite acute shortage of 

accommodation in the General pool. 
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Central Public Works Department 

15.3 Failure to get Ready Mixed Concrete Batching Plant operational 

Despite the Ministry's assurance in March 2004, the CPWD took no 
action to operationalise an idle ready mixed concrete batching plant, and 
there is practically no likelihood of the plant becoming functional. 
Further, the CPWD's indecisiveness resulted in 7.38 acres of prime land 
in Delhi remaining unutilized since 1995. 

Paragraph 12.2 of the C&AG's Audit Report No. 2 of 2003 (Union 

Government - Transaction Audit Observations) highl ighted infructuous 

expenditure of Rs. 3. 14 crore by the Central Public Works Department 

(CPWD) on a ready mixed concrete batching plant at Ghitomi2 without 

ensuring the feasibility of its erection and rectifying other deficiencies. In their 

Action Taken Report of March 2004, the Ministry stated that the CPWD was 

trying to get the plant operat ional at the earliest. 

Audit scrutiny in July 2008, however, revealed that the CPWD had taken no 

concrete steps to operationalise the plant. Jn June 2007, CPWD had organized 

a meeting with four contractors to explore the viability of the plant, wherein it 

was emphasized that the plant was obsolete, and not commercially viable. The 

temporary permission granted by the Delhi Development Authority for 

operationa lisation of the plant on the earmarked land expired in May 2008. 

ln May 2008, the CPWD proposed to dispose off the plant through auction to 

rea lize its salvage value and minimize the loss to Government; however, no 

concrete steps had been taken, as of April 2009, to dispose off the plant, which 

occupies 7.38 acres of area with a market value of Rs. 53.3 1 crore3
. 

Fie ld visit by audit in July 2008 revealed that the plant was in a state of 

complete disrepair, and surrounded by dense weeds. 

In audit 's opin ion, there is practically no like lihood of the plant becoming 

operational; further, indecisiveness of the CPWD resulted in prime land of 

7.38 acres in New Delhi remaining unutilized since 1995. 

2 To the south of Vasant Kunj, Delh i 
3 As per the current schedule of rates of the Land & Development Office. 
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CPWD's Ready Mixed Concrete Plant at G hitorni in a state of disrepair (July 2008) 

The matter was referred to the Ministry in August 2008; their reply was 
awaited as of March 20 10 . 

15.4 Avoidable expenditure due to delay in acceptance of tender 

Delay in finalization to tender by the Central Public Works Development 
resulted in avoidable expenditure of Rs. 1.07 crore. 

Rules provide that the time schedule prescribed in the CPWD Works Manual 

for acceptance of tenders shou ld be observed in order to minimize chances of 

delay. Accordingly, the time available for deal ing with Lenders is 5 days for 

the Executi ve Engineer, 20 days for the Chief Engineer, and 20 days for 

approval by the Central Works Approva l Board at New Delh i. 

The Ministry of Home Affa irs accorded (September 2004) adm inistrative 

approval and expenditure sanction for Rs. 17 .64 crore for construction of 359 

residential quarters (Type i to IV) at Group Centre, Central Reserve Police 

Force (CRPF), Talegaon, Pune. 

Scrutiny of records of the Centra l Div is ion-I I I (PCD-111 ) Pune (merged with 

PCD-1 1, Pune in April 2007) revealed (June 2007) that tenders for construction 

of 255 (Type 11) of these quarters were called on 15 October 2005 and were 

opened on 29 November 2005. Accord ing to the tender cond itions, the validity 

period of the offers was 60 days from the date of its open ing i.e., up to 28 

January 2006. Against the estimated cost o f Rs. 8.42 crore, the lowest offer 

was for Rs. I I .25 crore. The tender documents were forwa rded to the Chief 

Engineer at agpur on 3 December 2005 (withi n five days) for approval. The 

Chief Engineer sought extension of val idity period from the lowest tenderer 

ini tially up to 27 February 2006 and later up to 27 March 2006. Though the 

contractor agreed for the initial request up to 25 February 2006 

uncond itionall y, the second extension of time was subject to overall increase 

in cost by 8. I per cent. The Board rejected (8 March 2006) the tender as being 
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conditiorlal and also expressed their displeasure at the abnormal delay in 
forwardiiig the tender documents for approval. Subsequently, as directed by .. 

the Chief Engineer, fresh tenders were called for on 29 April 2006 with the 

last date i for receipt being 5 June 2006 and validity up to 03 August 2006 

incurring: expenditure of Rs. 3.24 laldf ~h . adv~rtisement,. and· the work 

awardt<d j on 1 August 2006 . to another. contractar at the negotiated cost of . 

Rs. t2.2Q crore. Thus, due to delay in finalization oftendets in the' first 

instance,[the Department had to incur additio11al expenditure of Rs. 1.07 ciore 
induding Rs. 3 .24 lakh onre-adyertisement. . 

I 

The Dep~rtment has not replied to the audit observation so far (August 2009). 

The matth was referred to the Ministry in May 2008; their reply was awaited 
I 

as of August 2009. 

Tlhte G@hirnment «llf inullfa Piress, N asllnJik has acc1lllmilllate({]l d1ll!es olf 
Rs. 23.9:nl cJroire at tllne ennd «llf MaJrclht 2008 from 247 clieJids Jinn 38 
Mftl!IliistJrnJs/Depairtmennts. . 

The Government of India Press (Press), Nashik undertakes printing jobs such 

as admin~strative reports, acts, departmental codes, manuals, gazettes, staff 

lists ai;id forms indented · by various Central Government 

Ministrie~/Departments. Although the Press had not entered into individual 

agreemerits with indenters, they were required to make the payments on I . 

getting full supplies against their indents. There was no system of charging 
penal int~rest in case of delay in payment. 

Audit sctjitiny of records of the Press revealed (June 2007 /2008) that as at the 

end of M~rch 2008, Rs. 23.91 crore was yet to be recovered from 247 clients 

in 38 Ministries/Departments. Age-wise analysis is given below:-

Talbile-1 

5.07 
3-5 years 2.63 
2-3 ears 0.37 
1-2 ears 0.41 
0-1 ear 8.36 

'fotall 23.~H 
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The General Manager stated (June 2008) that the matter was being pursued 

with the client departments by issue of reminders and also with the 
Directorate. However, an analysis indicates that more than 60 per cent of the 
pending dues is over three years old and if the current year's dues· were not. 

taken into account, they account for nearly 95 per cent of the receivables. 

Thus, it is evident that the present follow up procedure has failed to produce 
timely results. The Press, which is run on commercial principles, needs to 
pursue the matter more effectively at appropriate level to ensure prompt 

collection of dues. 

The matter was referred to the Ministry in July 2008; their reply was awaited 

September 2009. 
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wi~tiili.ltmrtr~!Yli~lfiWiw~ 
I 

Tllne ~fured1anraite ojf .EallUJcaition mrnaialle i!llo11l!bile Jlllaymrnel!Ilt fo JFCJ! l{])f Rs. 48.7if'P 
Ralkllu ~s ecoJiummk cost of ll"Jke fo:r tllne .E:ite11ll1llle«l Miid Day Mea] Scllnemrne. 
'JI'llne amolllll!Ilt Jis yet t([]) lh>e ll"ecoveJreall frl{])m JFCll:. 

- ! 
Departµient of Food and Public Distribution, Government of India allocated 

428.16~ MTand 340.756 MT of rice in February2005 and March 2006 to the 

Anda~an ahd Nicobar Administration (Administration) for providing 

ptepar~d/cooked mid day meal to the students of class \rJr to VIH during the 

acadeniic year 2005-06 and 2006-07 respectively. 

Administration paid an amount of Rs. 60;88 lakh to the Food Corporation of 
I 

India (ltfCI) in November 05/January 06 towards the economic cost of 428.164 

MT of rice for use in academic year 2005-06 but did not lift any rice. Thus, 
I -

the amount paid remained in deposit with FCt Out of the said· deposit, FCI 

adjusted, in February 2007, a sum of Rs. 54.42 lakh towards the economic cost 

of 340.(56 MT of rice for the academic year 2006-07 and intimated the same 

to the IDirectorate of Education, Andaman and Nicobar Administration. FCI 

adjuste4 a further sum of Rs. 3.20 lakh in April 2007 t.owards transportation 
I - • -

cost. Directorate of Education, Andaman and Nicobar Administration, 

howeve~, · in April 2007 made another payment of· Rs. 48.46 lakh towards 

econoni
1

ic cost for 340.756 MT of rice for- the year 2006-07. Thus the 

Administration paid twice for the same quantity of rice. 

On being pointed out in audit, the Directorate of Education requested FCI to 
. I . . * , . . 

refund a sum of Rs. 51.72.lakh including the balance amount of Rs. 3.26 lakh 

from th6 previous deposit"~ However FCI has so far (May 2009) not returned 

the amopnt despite issue o-f reminders in June 2008 and November 2008. 

The matter was reported tq the Ministry in June 2009, their reply was awaited 
as of February 2010. . 

I 

• Rs. 48.4~ lak:h +Rs. 3.26 lak:h 
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Rietenttimn l!J)f Rs. 135.50 Ilalkh mntside Goveir][Jlmeimt accl!J)1umt foir ([])Veir 2 
yeairs, by the Diired([])Jr l!J)f Fi.sheiries, :resunltedl Jin loss off Ji][Jlteirest ammnllllt @f 
Rs. 29.75 falklht. 

Receipt and payment Rules provides that no money shall be withdrawn from 

Government account unless it is required for immediate requirement. 

Based on an assessment of Fish Aggregation Devices (FAD) deployed by 

National Institute of Ocean Technology (NIOT} in the fishing grounds of the 

island of Lakshadweep in February 2006, the Director of Fisheries, Kavaratti 

accorded sanction (March 2007) for payment of Rs. 1.36 crore to the Director, 

national Institute of Ocean Technology (NIOT), Chennai towards deployment 

(including repairs, maintenance design and fabri.cation) of eight numbers of 

new F ADs besides redeployment of seven numbers of detached ones. The 

amount was drawn in March 2007 and kept in form of demand drails , 

favouring the Director, NIOT Chennai. These drafts were continued to be 

retained till October 2009 in the Directorate of Fisheries as NIOT did not 

agree with some of the provisions of Memorandum of Understanding 

proposed by DOF Kavaratti. This has resulted in the blocking up of 

Government money besides loss of Rs. 29.75 lakh towards interest for the 

period from the April 2007 to October 2009. 

On this being pointed out, the Ministry stated (November 2009) that, as the 

finalization of MoU with NIOT was delayed, the amount drawn in favour of 

NIOT, Chennai for redeployment of FADs was deposited to Government 

account in October 2009. 

Thus by withdrawing an amount of Rs. 1.36 crore much in advance of actual 

requirement ·before finalization of agreement/settlement of the _terms and 
. . 

conditions with the NIOT and retaining in the form of demand drafts for more 

than two and balfyears, the DOF Kavaratti caused a loss of interest amounting_ 

to Rs. 29.75 lakh. 
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I 

Bfl~1Brlt'f:~g1lllalm 

!lfli~itlt:Qtlt~~!lflmI~~tll 
I • 
I 

Tllne Geimerall Manageir, Fmralkka lBanage P:roject, d!iisregarded! tllne 
Millllnstry's !!ii:rective wlln:H!e fmng tlhle Ricense fee at flat rates aniid 
aiHowed idledirnctfo.l!Il at fowe:r rates frnm occupam11ts of Project quarters 

I . . . . .. . . 

reslllllltlll!llg iIDl non rec11rvetv o:lf Rs 2~~:ll. crnire 

I . . . . 

Executive Engineer, Township Division, Farakk:a Barrage Project (Project) is 

responsible for collecting.license fee from occupan:ts of quarters. The rates of 
I . 

license :ree fixed are lower than those prescribed for CPWD quarters for the 

same t)ipe of accommodation. In August 1987 the Ministry of Urban 

Development introduced flat rate of · license fee for government 

accommodation throughout the country. The rates were applicable for the 
I . . 

residential accommodation in . general pool· and also under various 

Ministj/Departments of Government of India across the country, except in 

respect of substandard /unclassified accommodation of Ministry of Defense, 

accomniodation for service personnel /offices of Ministry of Defense and 

accommodation under the control of the Ministry of Railways. 

Audit scrutiny conducted in August 2007 revealed that despite receiving 

MinishJ'. of Water Resources' order in .March 1988 along with copy of the 

. Ministry of Urban Development's (Directorate of Estates) instruction, the 

General \Manager, Project did not revise the license fee at flat rate for Project 

accomm;odation. FUrther, the General Manager, Project· decided in July 2004 

to close\ the issue of revision of license fee at flat rate in the Project, Citing 

special position of Project particularly due to t~mporary q~arters and their bad 

condition. However, the Dire.ctor of Estates in March 1999 issued an order 

requiring. charging of 75 per cent of the _flat rate of license fee for 

substand.ard/unclassified accommodation. It. also stated that old permanent 
structur~s constructed prior to 1930. and old temporary structures constructed 

before i;960, which were lacking in most of the basic facilities might be 

classified as sub-standard/unclassified accommodation. Thus the quarters of 
I ·• 

FBP colpny did not .fan ilnder this category of sub~ -standard/ unclassified 

accommodation. Audit alsp noticed that during the last 12 years the Project 

incurred :an expenditure of:Rs 28.33 crore towards special repair and ordinary 
I . 

repair and maintenance of the residential quarters in the said FBP colony. 
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Thus, despite having dear direc!ive from the Ministry, non implementation of 
license foe at flat rate for Project accommodation had resulted in non recovery 
of license fee at revised rates since July 1987, amounting to Rs 2.61 crore 

leading to potential loss to government. 

The matter was reported to the Ministry in July 2009; their reply is awaited as 

of March 2010. 

it}iltll~~ii'~~•~B~ll1tiI1SitmYR1fgl~~att1'1ll&1~~~ 

Fail1mre oim the part of tlhle General MaIIAageJr, Faraklka Banage 
ProjeClt to issue ftllnstrlll!ction, as per the pir@vftsliollll. of the FD.mn!lllce Act, 
res\ll!Ilterll m non-ded!UllctiillDllll. olf suirclluurge alllld eidl1111catfol!ll cess ollll. tllne 
D.llilCOlll!lle tax ireaJlhed. frnm contiractoirs' bfilrns wfttJ!n COl!D.SeQ.11:l!ellllt foss_ of 
Rs 31. 71 fakl!n. 

Finance Act 2005 1envisaged that in the case of every firm and domestic 
company, surcharge at the rate of 10 per cent would have to be deducted ori 
income tax. The above provision was amended from the assessment year 
commencing on 1st April 2008 when deduction of surcharge was to be made 

subject to the condition that deduction of income tax exceeds Rs one crore. 
Moreover, the amount of income tax, as increased by the surcharge, shall be 
further increased by an additional surcharge at the rate of two per cent to. be 

called the education cess on income tax. · 

Audit. scrutiny· of contractors' bills paid by the Farakka Barrage Project 
(Project), since April 2005, revealed that the Project had deducted Rs 2.54 
crore towards income tax from the executing contractors during -the period 
from April 2005 to March 2009. However, neither the surcharge nor the · 
education cess amounting to Rs 25.44 lakh and Rs 6.27 lakh was deducted on 
the amount of such income tax so realized from the individual contractors, for 
reasons not on record. 'fhe General Manger of the Project also did not issue 
any instruction in this regard to the units of the Project. Non-deductiori of 
surcharge and education cess on such income fax realized is a failure ·on the 
part of the Drawing and Disbursing Officer to comply with the provision of 
the Finance Act and caused a loss of Rs 31. 71 lakh during the said period. 

fu reply to a query issued iri April 2009, the Senior Accounts Officer iri
charge of the Pay and Accounts Office of the Project confirmed deduction of 
income tax only but not the surcharge and education cess. 

The case was reported to the Ministry in June 2009; their reply was awaited as 

of March 2010. 

1 Section2.6(b) of Finance Act 2005 
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. ~. l . ' . . 

IDespite ll"eJPleatei!:ll iillllstJructiol!ll.s/JrecommeID1d.atim11s of the lP'Mbllk Accoiuumts 
Or~mmftttee~ van:foillis Miil!ll.istriies/Dep~nrtmel!llts did · !lllot s\\llbmiit 
Jremedli~ll/cor.rectiive Actii«,>irn 'Jfakel!ll. Notes onn 81 audit parngraphs eveim 
afteJr t~e Ilapse of time l!Jlmit prescll"ibed by tl!ne lP'll!bl!lic Accounllllts Commftttee. 

' ' 

To ensure accountability of the executive in respect of the matters brought out 

iri varidus Audit Reports, the p{iblic Accoilnts Committee (PAC) decided in 

i982 tµat the Ministries/Departments sP,ould furnish remedial/corrective 

Action Taken Notes (ATNs) on all paragraphs contained in these Reports. 

The PAC took a serious view of the inordinate delays and persistent failures 

on· the ~art of a large number of Ministries/Departments in· furnishing . the 

ATNs· ~ithin the. prescribed time limit. In their Ninth Report (Eleventh Lok 

Sabha) ~resented to the Parliament on 22 April 1997, the PAC desired that 

submis~ion of pending · ATN s pertaining to the Audit Reports for the years 

ended l\.:Iarch 1994 and 1995 he completed within a period of three months and 

. reco~ended that ATNs on all paragraphs pertaining to the Audit Reports for 

the yea~ ended March 1996 on~ ards be submitted to them, duly vetted by 

Audit within four months frorn the laying of the Reports in Parliament. 

Review; of outstanding A TNs on paragraphs included in the Reports of the 

Comptroller and Auditor General of India, Union Government (Civil), <J..S of 

October! 2009 disclosed that the Ministries/Departments had not submitted 

remedial ATNs on 81 paragraphs. Besides, there were 109 paras on which 

final Ai;Ns were awaited out of which one pertained to the Audit Reports for 
I 

the yeariended March 1994 as indicated in Appenullix-n. 

Though j the Audit Reports for the years en:ded March 1996 to March 2008 

were pr~sented to Parliament each year betw.een May 1997 and July 2009 and 

the prescribed time limit of four months had elapsed in each case,. the 

Ministries/Departments w~re yet to submit final ATNs on 108 paragraphs as 
of Octo~er 2009 (AJ!lljpltelllldlftx-IJI.ll). 
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Despit!:e idlirecti.ons of MiHnistwy of 1Fillllallllce issued! at tllne ftimstannce of lPl!l!lbillk 
Accmiurnts Comml11ttf:ee, Secweltarlies of Minniist!:d.es/ Depawtmel!llt!:s dlliidl not!: selllld 
wesponse t!:o 23 of 51 draft pangirapllls indmlled itnn t!:llniis Report!:. 

On the recommendation of the PAC,.the Ministry of Finance issued directions 
to aU ministries in June 1960 to send their response to the draft paragraphs 
proposed for inclusion in the Report of the C&AG within six weeks. The draft 
paragraphs are forwarded by the respective audit offices to the Secretaries of 
the concerned Ministries/ Departments drawing their attention to the audit 
findings and requ~sting them to send their response within six weeks. The fact 
of non-receipt of replies from the Ministries is invariably indicated at the end 
of each such paragraph included in the Audit Report. 

fu 23 out of the 51 paragraphs included in this Report of the Comptroller and 
Auditor General of India for the year ended March 2009, replies from the 
Secretaries of the Ministries/Departments were awaited, as detailed in 

Ap][Jlend.ix-IV. 

New Delhi. 

Dated_;_ 3 May, 2o:rn 

New Delhi 

Dated: 4 May, 2010 

(A.K. l?ATNAJIK) 

Direct!:rnr GelllleiraH of Audit!: 

Cel!llt!:nl 1Expemllit!:1lllire 

Countersigned 

(VINODRM) 

Comptroller and Auditor General of fo«lllia · 
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APPENDIX-JI 
. I 

(Refe:rred fo li1m Paragraph No. 1.2) 
! 

Auullitee Pro:fille 

Miinistry olf Agiriic1llliltiu11re 

Department of Agiricul!IltU11re & Cooperationn . 

Report No. 9 of2010-11 

The Department of Agriculture & Cooperation (DAC) is responsible for 
form}llating and implementing national policies and programmes for achieving 

rapid agricultural growth and development through optimum utilization of the 
country's land, water, soil and plant resources, undertaking developmental 

piaiuling, agricultural census, assist States in undertaking scarcity relief 

measures and in management of natural calamities, formulating cooperative 
policy relating to cooperation and cooperative organisations, cooperative 
tr~ining and education, bringing about integrated development of marketing of 

- agricultural produce, safeguards the economic interests of the farming 

comfilunity in general, and formulating policies for improving agricultural 
extension services by adopting new institutional arrangements through the 

involvement ofNGOs, farmers' organizations and agricultural universities. 

1.2 

The Department of Agricultural Research & Education (DARE) pro_vides 

linkage for the Indian Council of Agricultural Research (ICAR) for its 
effective working by providing administrative services and support. The 
Director General of ICAR is concurrently Secretary to the DARE within 

overall framework of Government. - The ICAR is vested with fuU authority to 
determine basic strategies, formulate operational poli,cies, develop necessary 
programmes, and to ensure their implementation on sound techiiical and 
economic principles. 

1.3 Department of AnnimallH£1lllsbamlry~ Dafuryil!llg & JFftsltil.e:rlies 

The Department of Animal Husbandry, Dairying & Fisheries (DADF) is 
responsible for· matters relating to livestock production, preservation, 
protection and improvement of stocks, dairy development, and also for matters 
relating to the Delhi Milk Scheme and the National Dairy Development Board. 

It also looks after all matters pertaining to fishing and the Fisheries 
Development Board. The Department advises State Governments/ Union 
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Territones in the formulation of policies and programmes in the field of 

animall husbandry, dairy development and fisheries. 

2 
1 

Mftllll.istcy of Clivill A v!aitirnm 

The ~inistry of Civil Ayiation is responsible for the formulation of national 

policies and programme~ for development and regulation of civil aviation, and 

for _deyising and implementing schemes for orderly growth and expansion of 

civil a'.ir transport. Its functions also extend to overseeing the provision of 

airport; facilities, air traffic services, carriage of passengers and goods by air, 
' . . . 

safegtiarding civil aviation operations, reguJation of air transport services, and 
. I . - ,,,_ -

licensing of aerodromes, air carriers, pilots and_aircraftmaintenance engineers. 
I , ~ 

The Ministry also administratively controls the institution of Commission of 

Railwhy Safety, which i~ responsible for safety in rail travel and operations in 
i 

terms ,of the provisions of the Railways Act 

I 

3 : Mbnnstiry of Onn!lfumerce and limduustcy 

'fhe mandate of the Department of Commerce (DOC) is_ regulation, 

devel()pment and promotion of India's international trade and commerce 

through formulation and implementation of appropriate international trade & 
. . ' . ; 

colllll}ercial policies. Tiie basic role of the Department is to facilitate the 

creatfon of an enabling environment and infrastructure for accelerated growth 

- of iniemational trade. The Department formulates implements, reviews and 
' . 

monitors the Foreign Trade Policy, which provides the basic framework of 

policy and strategy to be followed for promoting exports and trade. Besides, 
I • 1(t, . 

the qepartment is also • entrusted with responsibilities relaffug to multilateral 
and bilateral commercial relations, Special Economic Zones, state -trading, 

I 

expoFt promotion & trade facilitation, and development and regulation of 
certain export oriented industries and commodities. . 

The pepartment of Inqustrial ~olicy & Promotion (DIPP) is responsible for 
formµlation ancl implementation of promotional and developmental measures 

for ~rowth of the industrial sector, keeping in view national priorities and 
sociJ-economic objectives. while indi~idual administrative ministri~s lo~k 

_after/ the production,-~ distribu,tion, developrri.ent and ·planning:· aspects of 
specific industries allocated to them, the Department of :Industrial ]lolicy & 

I . -·, ··. .. - - -· 
Prm.~_otion is responsible for the overall industriaJ policy. 
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41.]_ Depa:r1tmennt l!J)f .Pl!J)s1ts (DoJP) 

~ . 

Brief profile of DoP is given in paragraph 5 .1 of Chapter 5 of this Report. 

41.2 

DoT is primarily responsible for policy formulation and grant of licences to 
operators for providing basic and value added seniices. The. JDioT also 
administers the Universal Service Obligation (USO) Fund, which was 
constituted in April 2002. The USO Fund is to be used primarily to provide 
subsidies for expansion of telecommunication facilities in rural/remote areas 
of the country. 

Further, the Department allocates frequency and manages radio 

communications in close coordination with the illtemational bodies through its 
Wireless Planning and Coordination (WPC) wing. The WPC is the nodal 
agency to plan, authorise, and regulate use of spectrum within the country. It 
deals with the policy of spectrum management, wireless licensing, frequency 
assignments, international coordination for spectrum management ·and 
adiministration of Indian Telegraph Act 1885, for radio communication 
systems. The· WPC is also responsible for enforcing wireless regulatory 
measures and monitoring the wireless transmission of all users in the country. 

The responsibility for assessing and coll~cting licence fee and spectrum 
charges rests with the Controllers of Communications Accounts (CCAs) in 
each of the 26 Telecom Circles. 

This Department is covered in CAG's Report on Scientific Departments. 

5 Minnis1tiry of E:demai Affaft1rs 

Ministry of External Affairs {MEA) is responsible for conducting relations 
with foreign and conimonwealth countries. The main· functions of the MEA 
include· conducting all matters affecting foreign, diplOmatic · and c·onsular 
offices and its specialist agencies in India, entering into politiCal treaties, 
agreements and conventions with foreign and commonwealth countries, 
providing passport, visa and all consular services, carrying out external 
publicity, providing economic and technical assistance ··to neighbouring 
countries etc. The activities of the MEA are carried out through its various 
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organisations such as Indian Council of. World Affairs, Foreign Service 
Institut6, Indian Council of C~ltural Relations etc. The representatives of the 
MinistrY in the Missions/Posts abroad assistthe Ministry in carryirig out its 

mandated functions. 
·1 

6 :Ministry ofJHiealtlln al!llirli Fam.filly W eilfare 
I . 

i 
6.1 1JDlepartment of Heamn allld .IFamilyWeilfare 

.I 

Departtnent of Health and Family Welfare is responsible for implementation 
I ' 

of varipus programmes on a national scale in the areas of health & family 

welfar~, prevention and control of major communicable diseases and 
promo~ion of traditional and indigenous systems of medicines. The department 

also as~ists states in prev'enting· and controlling the spread of seasonal disease 

outbre~s and epidemics through technical assistance. The department 
functions through its attached offices of Director General of Health Services 

and vatious subordinate :offices, by way of grants-in-aid to the autono~ous 
bodies; Non Government Organisations etc .. Various world bank assisted 

prografmes for control of AID~, Malaria, 'Leprosy and Tuberculosis are also 
implemented by the department. 

(f]i.2 ; DepartmeIIBt l[j)Jf AYUSH · 

The Department of Ay'urveda, Yoga & Naturopathy, Unani, Siddha and 

Homo~opathy (A YUSH) was established with a view to providing focused 
attention to dexelopment of Education & Research in Ayurveda, Yoga & 

Naturdpathy, Unani, Siddha andHomoeopathy systems. The objectives of the 

departfuerit include upgradation of the educational standards in the Indian 
Syste~s of · Medicines and Homoeopathy colleges in the country, 

stren~hening existing research institutions, to draw up schemes for 

promofion, cultivation and regeneration o(medicinal plants used in these 
systems, to evolve Pharmacopoeial standards for Indian Systems of Medicine 

(" .. -~· 
and H?moeopathy drugs. 

/. ; Mimistiry of Efome Affaliirs 
I 
I 

The .rµain responsibilities of the Ministry, of Home Affairs are internal 
I ' . 

security, management of para-military forces (Border Security Force, Central 
Reser\re Police Force, indo Tibetan Border Police Force etc.) Centre-State 

relati~ns, disaster management;· etc. The Ministry also extends ~anpower and 
financial ··support, guidance and expertise to the State .. Governments for 

I . 

maintTnance of secUrity ;: peace and harmony. 
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8 Mhniistcy l[])f Hmnsiing a1111«i Uirballll l?overty Alllevfatfollll -

The Ministry of Housing and Urban ~~verty AU~v/ation is responsible for 

formulation of housing policy and programmes (except rurai housing which i~ 
assigned- -to the Department of Rural Development), - review of the 

implementation of Plan Schemes, collection and dissemmation of -data on 

housing, building materials and techniques, and - general measures for 

reduction of building costs, as well as nodal responsibility for the National 
Housing Policy . 

9 Mhdstry of Mkro, Small aimd Medhnm JEnteir1pnrises 

The role of the Ministry of Micro, Small apd Medium Enterprises {MSME) is 

mainly to assist the States in their efforts in promoting growth and 

development of micro, small and medium enterprises, for enhancing their 

competitiveness in an increasingly market-led economy and for enabling them 

to generate additional employment opportunities. Besides, the Ministry also 

attempts to address common concerns of these enterprises and undertakes 

policy advocacy on -behalf of the sector on issues critically affecting their 
sustenance and growth. 

10 Ministry llJ)f RumrnI Devefopmellilt 

:rn.1 Departmelillt (j]):lf R\ll!rall IDlevefopmeiml!: 

The Department of Rural Development implements_ schemes for_ generation of 

self employment and wage employment, provision of housing and minor 

irrigation assets to the rural poor, social assistance to the destitute, and rural 

roads. - Apart from this, the Department provides support services and other 

quality inputs - such as assistance for strengthening of District Rural 

Development Agency (DRDA) administrati1:m and Panchayati Raj Institutions, 

, training & research, huinan resource development, development of vollintary -· 

action etc. for the proper implementation of· programmes. The major 

programmes of the Department are Pradhan Mantri Gram Sadak Yojan-a 

(PMGSY), Swaranjayanti Gram Swarozgar Y ojana (SGSY) and 

implementation of National Rural Employment Guarantee Act (NREGA). 
~--

10.2 Department of Land resomrces 

The Department of Land-Resource-s implements schemes-to increase the bio

mass prod~ction by developmg wastelands iri the country and also provides 

support services and other quality cinputs such as fand refon:ris, bettennen~ of 

revenue system and land records. H also undertakes development of desert 
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I 

areas a~d drought prone areas in the country. The majorp:rogrammes of the 

· Depart~ent are the Drought· Prone Area Programmes (DPAP),'- the Des_ert 

Development Programme (DDP), and·the futegrated Wasteland Development 

Progra$ne dwn). These aim at increasing soil and moisture conse~ation 
and pro~uctivity of the dygraded lands, thereby increasing the income of the 
people.: ' 

I 

I 

Ull.3 lpleJPlartmellllt olf Driillllkillllg Watter ~UllJprpfty 
i .. . 

The proyision of drinking :water supply aria extension of sanitatio:ir facilities to 
I ' 

the rura:l poor are the main'' components of the activities of th? Department of 

Drinking Water Supply. ·The major programmes of the·Department are the 

Acc~lerated Rural Wat~r Supply Programme (ARWSP) and the Total 
I . . . 

Sanitation Programme (TSP). 

H · Milillisttiry (!])f Slb!iippiing 
I 

. i . . . . 

The Mihistry ·of Shipping encompasses within its fold :the shipping (\qd ports 
I . ' . . ... . . 

sedors,1. which 4idudy. ship-:-bui,lding .and sliip:-repair, major ports,,. nationfil 

waterw~ys, and inland water transport. The Ministry has_be.en entrusted with 

the responsibility of formulating policies and programmes on these subjects 

and their implementation .. 

I 

12 Mlillllistry of Texfiles 

The M
1

inistry of Textiles . is responsible for policy formulation, ·planning, 

development, export promotion and trade regulation in respect of the textile 
I . . 

sector. [ This fududes all natural and mahmade cellulosic fibers thaj go into 

the mafing of textiles, clothing· and hanoictafts. The developmentaLactivities 

of the : Ministry are oriented towards '.;ma.king adequate quantities of raw 
I - . . . . 

materia!l available to all ·Sectors of the:;textile industry and augmenting the 
I . . . 

production of fabrics at reasonable -rptices from the organized and 

deceirrtritlized sectors of the industry. 

B . :Ministry of Tm11.irllsm 

The Ministry of Tourism is the nodal ;agency-for the formufation and 

implenie~tation of national policies and programmes aIJ;d for the co-ordination 
I , ·. . .. - .. - .. ·..... . . . 

of actiyities of various Central Government -Agencies, State Goveinments/ 
I '. . 

Ufs atjd the private sector for the- develqpnient and promoti9n.o(,tourism _in -- .. 
I ' . • 

the cotjntry'. The functions of the Mitiistry ll!-, this regard; inter)tlia; i;nainly 

·consist) of planning; in n~speqt of alLpolicy matters; co-:ordination with other 
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ministries, ·departments, State/UT Governments; Regulation of standards and 
guidelines; and infrastructure & product Development. -

li4l -MRilllist!l"y of U :rlbann Devel!opmellll.t 

The Ministry of Urban Development has the responsibility of broad policy 

formulation and monitoring of programmes in the areas of urban development, 

urban water supply and sanitation. These are essentiaUy State subjects but the 

Government of India plays a c:o-ordinating and monitoring role and also 

supports these programmes through Centrally Sponsored Schemes. The 

Ministry addresses various issues of urban sector through policy_ guidelines, __ 
legislative guidance and sectoral programmes. 

115 MiJmJ!stcy ofWate:r Resoilll-!l"ces 

The Ministry of Water Resources is responsible for laying down policy 
guidelines and programmes for the development and regulation of country's 
water resources. The main activities of the Ministry include overall planning, 

policy formulation, coordination- and guidance in water sector; technical 

guidance, scrutiny, clearance and monitoring of the irrigation, flood control 

and multipurpose projects (major and medium) of the States/UTs; 

infrastructure, technical and research support for sectoral devel()pment af the 
state level; providing special central fmancial assistance and help in obtal.ning · 

external fmancing from the Wodd Bank and other agencies_ etc.; ~weraU. 
resources planning, establishment of utilizable resources and the formulation 

of policies for exploitation of ground water, overseeing of support to state 

level activities in ground water development; formulation of national water 

development perspective and determination of water balance of different 

basins and sub-basins for exploring the possibilities of inter-basis transfer; and

coordination and facilitation in regard to the resolution of differences or 

disputes relating to inter-state rivers and overseeing of the implementation of 
the inter-state projects. 
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(Refeired to iri Paragraph No. 18.1) 

~ Summarised position of.the Action Ta.ken Notes awaited, fr9m various 
¥inistries/Departme1ds up to the year end~d March 1994 as of Ocfober 2009 
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-~·1 
25. Urban Development 2004 

2005 

2006 
.,. 

2007 2 

26. Housing and Urban 2005 
~overty Alleviation 
' . :•'. 

27. Water Resources 2007 1 

28: Women and Child 1999 
Development 

2003 

2008 

29. Youth Affairs and Sports 2007 1 1 

·1~ 

,, 
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APPEND IX - IV 

(Referred to in Paragraph No. 18.2) 

Response of the Ministries/Departments to draft paragraphs 

Name of the Ministry/ Total No. of 
No. of Paragraphs to Reference to 

S.No. 
Department Paragraphs 

which reply not Paragraphs of the 
received Audit Report 

I. Agriculture 4 0 --

2. Civi l Aviation 3 I 3. 1 

3. Commerce and Industry 4 I 4.4 

Communication & Information 
4. 2 I 5. 1 

Technology 

5. External A fTairs 8 I 6.5 

6. Health & Family Welfare 5 3 7.3, 7.4, 7.5 

7. Home Affairs 2 0 --

Housing & Urban Poven y 
2 0 8. --

Alleviation 

Micro Small & Medium 
9. I 0 --

Enterprises 

10. Rural Development I I I I. I 

1 I. Shipping 2 2 12. 1, 12.2 

13. 1, 13.2, 13.3, 13.4 
12. Textiles 7 6 

13.5, 13.6 

13. Tourism 1 I 14. l 

14. Urban Development 5 3 15.3, 15.4, 15.5 

15. Union Territory 2 1 16.1 

16. Water Resources 2 2 17.1, 17.2 

Total 51 23 

-~ • 
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