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Preface 

This Report has been prepared for submission to the Governor 
under Article 151 of the Constitution. 

Chapters I and II of this Report respectively contain Audit 
observations on matters arising from examination of Finance Account5 and 
Appropriation Accounts of the State Government for the year ended 31 March 
1999. 

The remammg chapters deal with the findings of performance 
audit and audit of transactions io the various departments including the Public 
Works and Irrigation Department5 and audit of Stores and Stock, Revenue 
Receipts, Government Companies and Statutory Corporations, Autonomou5 
Bodies and departmentally run commercial undertakings. 

The cases mentioned in the Report are among those which came to 
notice in the course of test audit of accounts during the year 1998-99 as well as 
those which had come to notice in earlier years but could not be dealt with the 
previous Reports; matters relating to the period subsequent to 1998-99 have also 
been included wherever necessary. 
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This Report includes two chapters containing the observations ot 
Audit on the Finance and Appropriation Accounts of the State for the year 
1998-99 and 6 other chapters comprise 12 audit reviews and 33 paragraphs 
dealing with the results of audit of selected schemes, programmes and of the 
financial transactions of the Government and its commercial and trading 
activities. A synopsis of the major findings is set out in this overview: 

• The accounts of the State Government closed with a revenue deficit of Rs 
400 crore during 1998-99 against revenue surplus of Rs 451 crore in the 
preceding year indicating deterioration in the financial condition of the 
State Government. 

• During 1998-99, total revenue receipts and expenditure of the State 
Government were Rs 4509 crore and Rs 4909 crore respectively. The 
revenue receipts of the State Government decreased from Rs 4642 crore in 
1997-98 to Rs 4509 crore in 1998-99 (decrease 3 per cent). The relative 
share of revenue receipts in total receipts also decreased from 90 per cent 
in 1997-98 to 80 per cent in 1998-99. 

• While revenue raised by the State Government from its own resources viz. 
tax and non-tax revenue constituted only 16 per cent of the total revenue 
receipts of the State, State's share of union taxes and duties and grants-in
aid from the Central Government formed 84 per cent of the revenue 
receipts of the State Government. 

• Tax revenue receipts increased by 81 per cent from Rs 242 crore to Rs 437 
crore during the period 1994-99. Non-tax· revenue also increased (80 per 
cent) from Rs 157 crore to Rs 283 crore during the corresponding period. 

• Revenue expenditure of Rs 4909 crore during 1998-99 accounted for 89 
per wnt of the total expenditure of the State Government and increased by 
17 per cent during 1998-99 over the level of 1997-98. 

• Capital expenditure decreased from Rs I 000 crore in 1996-97 to Rs 596 
crore in 1998-99 and represented only 1 I per cent of the total expenditure 
during 1998-99 against 24 per cent in 1996-97 The capital expenditure 
was incurred mainly on Economic and Social Services. 

• The quality of expenditure incurred by the State Government was not 
satisfactory as share of Plan expenditure in Revenue expenditure and 
Capital expenditure in total expenditure during 1998-99 was low (I I per 
cem ) Besides. non-remunerative expenditure on incomplete projects and 
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amount of wastages. diversion of funds and unspent balances under 
deposits amounted to Rs 13 8 crore- and Rs .105 crore respectively. 

• The State Government was resorting increasingly to borrowings to bridge 
the resource gap. The total liabilities of the State Government including 
public debt. small savings and provident funds. reserve funds and deposits 
increased from Rs 4602 crore at the end of 1994-95 to Rs 6835 crore at the 
end of 1998-99-an increase of 49 per cent. This was on account of 88 per 
ci:111 growth in internal debt, 36 per cent growth in loans and advances from 
the Central Government and 42 per cent gro,vth in other liabili ties. 

• Fiscal Deficit. representing net borrowings of the State Government. 
increased by 67'5 per cent from Rs 136 crore in 1994-95 to Rs 1054 crore in 
I 998-99. During 1998-99. 38 per cent of these borrowed funds were 
appli ed for meeting Revenue Deficit and 62 per cent for meeting capital 
expenditure and for giving loans for developmental and other purposes. 

• Interest payme nts during 1998-99 amounted to Rs 665 crore and formed 14 
per cmt of the revenue expenditure. '.he interest payments. however. did 
not include interest on provident fund accounts of the State Government 
employees as the same had not been assessed by the Finance Department. 

• Out of loans advanced to various bodies like Municipalit ies. Corporations 
and Government servants. etc .. , the details of which are kept by the 
Accountant General. recovery of Rs 3 5. 7 6 crore was in arrears as on 3 I 
March 1999. 

• While the Government was raising high cost borrowings from.the market, 
·its investment ,tn the Statutory Corporations, Government corgpanies, etc. 
was unremun~rative and fetched insignificant returns. 15 Government 
companies. in which Governmenl had in~sted Rs I 34 crore as on March 
1999. were running under loss.and their accumulated loss aggregated Rs 88 
crore up to 3 1 March 1999. 

• Arrears of revenue amounting ~o Rs 748 crore in respect of Sales Tax. State 
Excise receipts. passenger tax and forestry were pending collection at the 
end of March I 999. Arrears outstanding for more than five years 
constituted 72 per cent of total arrears. The arrears of revenue under Sales 
Tax and Excise had registered increase of 27 per cent during 1998-99 over 
the level of 1997-98. 

• Temporary loans/overdrafts obtained by the Government from the Jammu 
and Kashmir Bank for meeting its ways and means requirements had 
increased by 110 per cent from Rs 1888 crore to Rs 3974 crore during 
1994-99. At the end of March 1999. teri1porary loan of Rs 1108 crore was 
outstanding against Rs l 004 crore at the end of March 1998. This indicated 
that the State was increasingly dependent on overdrafts/temporary loans 
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and consequentjy was paying considerable amounts towards interest . 
During l 998-9<}~r'nterest paid on overdrafts amounted to Rs 148 crore: 

• The Balance from Current Revenue (BCR) of the State Government was 
negative throughout the period 1994-99 indicating its dependency on 
Central assistanc~ for meeting Plan expenditure. Increasing fiscal deficit 
with reduction irr-eapital expenditure and adverse financial indicators point 
to decline in growth inducing planned expenditure. The Government had 
opted easier choice of borrowing to that of expand ing its tax resource base, 
thereby increasing the liability of interest payments substantiall y. 

(ParaKfaphs: I. I to 1.11) 

• Against the provision of Rs 7483 crore during 1998-99; the expenditure 
aggregated Rs was as a result of savings of Rs 1494 crore in 26 grants and 
4 appropriations and excess of Rs 4185 crore in 6 grants and one 
appropriation. The excess 10174 crore resulting in excess expenditure of Rs 
2691 crore. The excess expenditure was mainly due to clearance pf 
overdrafts obtained by the State Government from Jammu and Kashmir 
BanJc for meeting its ways and means requirements and for purchase of 
power. The excess expenditure requir.es regularisation by the State 
Legislature. Besides, excess expenditure of Rs 18582 crore incurred up to 
1997-~8 was not regularised by the State Government. 

• In 5 grants, there was an excess expenditure of Rs 267 crore despite 
obtaining supplementary grants of Rs 72 crore, reflecting not only . failure 
of the departments to assess realistically the requirement of additional 
funds even ·at the fag end of'th_t! year but also inadequacy of the system 
monitoring the trend of expenditure under various heads of account. 

• In 26 cases relating to 18 grants and one appropriation, supplementary 
provision of Rs 335 crore remained wholly unutilised as. the final 
expenditure of Rs 1871 crore was even Jess than the original grant of Rs 
2264 crore. In 8 other cases rel(!ting to 4 gi:ants and 3 appropriations, 
supplementary grant of Rs 291 crore exceeded the requirement of Rs 144 
crore resulting in saving of Rs 147 crore. Large scale savings indicated 
over-estimation of requirement of funds . 

• Persistent excesses of more than 10 per cent over the budget provision 
were noticed in case of 3 departments viz. Public Health Engineering 
(Capital voted), Fisheries and Finance. 

· • There were substantial persistent savings during the last 3 years in the 
departments of Food Supplies and Transport, Public Health Engineering 
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(Revenue voted). Planning and Development. Home. Ladakh Affairs. 
Education and Irrigation and Flood Control. 

• During 1998-99, expenct;ture of Rs 520 crore was incurred under 43 major 
heads of account without provision for such expenditure having been made 
in the budget. Expenditure without provision reflected financial indiscipline 
and lax monito ring system of the concerned departments. 

(Paragraphs: 2. 1 to 2. 10) 

3.1 Rural Employment Generation Programme 

With a view to combating unemployment and under-employment in 
rural and backward areas of the Country a nur'ber of rural employment 
generation programmes were launched by Government of India. Two such 
schemes viz .. JR Y and EAS were implemented in the State from June ~989 
and October 1993 respect ively. While the former was to generate gainful 
employment for people living below poverty line, the latter was to provide 
assured gainful employment for I 00 days each year to two adult members in 
the age group 18-60 of each needy family . Test-check of records relating to 
the implementation of the schemes revealed following points: 

• Failure of the State Government to ensure utilisation of available funds, 
release its share of funds in full, contain administrative expenses within 
prescribed ceiling and utilise fully funds meant for SCs and STs, resulted 
in short release of Central assistance of Rs 5.05 crore during 1995-96 to 
1998-99. 

o Rupees 2.91 crore were diverted for activities outside the purview of the 
programme during the period 1994-99. 

• A proper system for ensuring that only people living below poverty line 
and registered persons were assisted under the wage employment 
prohrramme had not been devised. 

• The claim of providing wage employment of 781 . 16 lakh mandays duri ng 
1992-93 to 1998-99 was found to be fictitious as it was not based on 
muster rolls and had been arrived at notionally by dividing assumed wage 
component by the minimum wage rate. 

• The programmes were executed through males (contractors) in violation of 
guidelines which resulted in payment of a part of funds (estimated: Rs 
31.91 crore) as profits to them. 
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• Rupees 6.25 crore meant for special innovative projects were spent on 
various rural development and poverty alleviation programmes which 
were not innovative but replication of works executed under various 
poverty alleviation programmes. 

• The programmes were neither monitored properly nor was their impact on 
'employment generation evaluated. 

(Paragraph: 3. 1) 

Hortic~lture is the core of · he agricultural economy of the State. 
Horticulture Department was established with the basic objective of 
improving productivity and quality of fruit production by bringing more areas 
under horticultural crops in the State, diversification of fruit plantation, 
providing genetically improved plants through introduction of advanced 
technologies and plant protection machinery and equipment. Test-check of 
records of the Department revealed following points: 

• The Department had fai led to obtain adjustment accounts in respect of Rs 
6.89 crore advanced to various departments, corporations, private agencies 
and district officers during the period 1980-99 for obtaining supplies, 
services and fo r payment of relief, up to June 1999. 

• Despite ban imposed by the State Government in January 1994 on 
appointment of daily wagers, 114 such appointments were made by the 
Department. Besides, 115 officials were also promoted and allowed higher 
post/pay irregularly without being clec!red by Departmental Promotion 
Committee. 

~ The horticulture development in the State was characterised by low 
productivity despite implementation of productivity improvement 
programmes. Average yield of apple crop per hectare declined from 11 
tonnes in 1993-94 to l 0 tonnes in 1996-97. 

• Implementation of the scheme for expansion of areas in dry land and hilly 
areas had not been properly planned as no project reports were prepared 
nor were physical checks of works executed conducted. Absence of 
irrigation facilities resulted in high mortality rate of plants ranging 
between 42 and I 00 per cent in 805 test-checked projects. 

• Physical verification of 36525 polygreen houses reportedly set up during 
the period 1994-99 had not been conducted. Further, purchase of UVS 
film at higher rates resulted in avoidable extra expenditure of Rs 21. 90 
lakh during 1995-96 and 1996-97. 
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• Due to unplanned and haphazard execution of various irrigation works at 
Indo Bulgarian Farm, Zainpora, wasteful expenditure of Rs 57.44 lakh was 
incurred and the Department also suffered loss of Rs 40.13 lakh due to 
dryage of 5.50 lakh exotic plants. 

• Purchase of cardboard boxes without assessing their requirement resulted 
in locking up of Rs 1.66 crore for over 2 years. 

(Paragraph: 3. 2) 

Nutritional Support to Primary Education. a Centrally sponsored 
scheme. was launched by Government of India in August 1995 with the 
objective of universalisation of Primary Education and improving the 
nutritional status of students. The scheme was introduced (October 1995) 
initially in 48 blocks of the State and extended subsequently to all the 121 
blocks by 1996-97. Test-check of records relating to implementation of the 
scheme for the period 1995-96 to 1998-99 revealed following points: 

• Failure of the Department to plan properly and establish institutional 
arrangements for effective implementation of the Scheme, resulted in non
achievement of the envisaged objectives of universalisation of Primary 
Education and improvement in the nutritional level of students. 

• Due to shortfaH (Jammu Division: 22 to 100 per cent: Kashmir Division: 
51 .to 8~ per cent) in lifting of food grains from FCI during 1995-96. to 
1998-99, the· State could not avail Central assistance in the shape of 3.74 
lakh quintals of rice valued at Rs 31 . 76 crore. 

• Cooked meals were served during 1995=96 and 1996-97 for 28 to 53 days 
and 29 to 117 days respectively against minimum available school days of 
120 and 200, while foodgrains in lieu of cooked meals were provided for 
one to seven months during 1997-98. Neither any cooked meal nor the 
foodgrains in lieu thereof were provided during the year 1998-99. 

• Targets for increasing enrolment, attendance and reducing dropout rate of 
students at primary level were not fixed. 

• Implementation of the scheme was neither monitored nor was its 
performance evaluated by Government either through its own agencies or 
through an independent agency. 

(Paragraph 3.3) 
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The Public Distribution System is a major instrument for providing 
essential commodities to the economically weaker sections of the society at 
affordable prices at their door steps. Revamped Public Distribution System 
was introduced by the Central Government in June 1992 for covering arid, 
hilly, drought prone, and remote areas, that had concentration of poor families. 
Targeted Public Distribution System was introduced in June 1997 with special 
focus on people living below poverty line. A test-check of the implementation 
of the programme in the State during 1992-93 to 1998-99 revealed the 
following points: 

• Beneficiaries like pensioners, Government employees and businessmen 
with income above poverty line were also covered under TPDS. 

• According to the study by the Evaluation and Statistics Department, 31 
per cent of the identified BPL families covered in sample in Pulwama 
district had not received ration at subsidised rates at any stage. Further, 23 
per cent and 5 per cent of the sample of families in Pulwama and 
Baramulla districts, had income above poverty line limits. 

• The Food and Supplies Department had not prepared its prQ Jonna 
accounts since 1973-74 and 1975-76 in respect of Jammu and Kashmir 
Divisions respectively with the result its. financial position/working results 
were not ascertainable. 

• Temporary advances of Rs 158.28 crore paid by the Department to various 
officials for meeting day to day expenses were outstanding against them as 
of March 1999 for want of adjustment accounts. 

• There was· shortfall in lifting of foodgr.ains against Central allotment with 
shortfall ranging between 10 and 70 per cent in case of rice and 33 and 71 
per cent in case of wheat during 7 years ending 1998-99. 

• The Department had failed to monitor the movement of foodgrains which 
facilitated mis-appropriation of 2904.21 quintals of foodgrains valued at 
Rs 27.36 lakh by the carriage contractors between April 1991 and 
September 1998. 

• Avoidable expenditure of Rs 5.12 crore was incurred by the Food and 
Supplies Department during the period 1992-99 on transportation of 
foodgrains from Food Corporation of India godowns located in other 
locations/district Headquarters despite availability of stocks in the 
godowns of these districts. 
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• Improper management of stores led to foodgrains valued at Rs 3 .29 crore 
becoming sub-standard due to prolonged storage. 

(Paragraph: 3. 4) 

- -
Jammu and Kashmir State had 14 district and 54 sub-district 

hospitals as of April 1999 for rendering preventive, curative and promQtional 
health care services to the people. Test-check of the records relating to the 
working of these hospitals revealed following points: 

• Norms for regulating expenditure on various components of health care had 
not been fixed .. As a result the overall share of expenditure on drugs, diet, 
linen, machinery and equipment declined from 25 per cent in 1994-95 to 20 
per cent in 1998-99 in spite of increase of 28 per cent in number of patients 
registered. 

• Due to non-recovery of token admission charges from outdoor and indoor 
patients and irregular waiver of medical investigation charges, the 
Department suffered a revenue loss of Rs 2.08 crore during 1994-95 to 
1998-99. 

• Occupancy of the beds in ho9j>itals ranged between 24 and 95 per cent in 7 
district hospitals and between 2 and 87 per cent in 15 sub-district hospitals 
during the period 1994-99. 

• As against 428 posts of doctors including specialists sanctioned for 22 test
checked hospitals, only 390 doctors were in position as of March 1999. 

• 19 x-ray plants purchased (1993-94: 8; 1995-96: 11) at a cost of Rs 45.33 
lakh had not been installed/commissioned as of May 1999. Further, 
German Aid Commodity Equipment valued at Rs 67.13 lakh was also lying 
idle in district hospitals since July 1995. 

• Eighty one per cent of sub-standard drugs (cost: Rs 93. 74 lakh) purchased 
during the period November 1993 to May 1998 were administered to 
patients due to belated receipt of test reports from the Drug Controller. 

(Paragraph: 3.5) 

-
Integrated Child Deveiopment Services programme was.taken up for 

implemerttation in the State in 1975 with the objective of improving 
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nutritional and health status of 1-'. hildren in the age group of 0-6 years and 
enhancing capability of mother;; tn look after normal health and nutritional 
needs of children. Test-check or records relating to implementation of the 
Scheme revealed fo llowing point ~ 

• Utilisation of Central assistance was poor with shortfall ranging between 
19 and 52 per cent. This was main ly due to release of 30 to 6 1 per cent of 
the assistance at the fag end nr financial years 1992-93 to I 996-97 

• Funds allotted by the State Government during the period 1992-99 were 
sufficient for providing nu trition for 180 to 220 days only against the 
requirement of 300 days per w ar. In 24 per cent of D99 test-checked 
An;.:anwari centres nutrition was provided for less than 120 days per year. 

• A proper system of assessing the nutritive value and fitness of food 
articles provided to the beneficiar ies had not been established as~ result of 
which adulterated and infected nutrition items were provided to children in 
A11Ka11wari centres of Srinagar project in 1996-97. 

• Irregular appointment of I (16 A11gw11mn workers was made duri ng 1998-
99 on the recommendations of Minister/Minister of State for Social 
Welfare in contravention of the prescribed procedure. 37 per c.:ent of the 
Anxanwari workers in 16 test-checked project were non-locals. 

• Against 54 vehicles suppl ied by the Central Government during the period 
1992-98 only 27 vehicles were accounted for in the books of the 
Department. 

(Pwaxraph: 3.6) 

.. :-: 

Kashmir valley has an extensive network of streams and nallahs. 
which merge with river Jehlum. the onl y river in the valley. The towns and 
vi llages on its banks are prone to recurring fl oods which inundate vast tracts 
of land. Review of the flood control measures undertaken by the Irrigation and 
Flood Control Department revealed following points: 

• Expenditure on establishment in the Department was high and ranged 
between 44 and 270 per cent of the expenditure on works during the period 
from 1992-93 to 1998-99 as against 7.5 per cent chargeable on execution of 
non-departmental works. 

• Despite expenditure of Rs 98.32 crore on flood control measures during 
1992-93 to 1998-99, the problem of recurring floods in the valley persisted. 
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This was mainly due to absence of an integrated and co-ordinated approach 
and piece meal approach to the problem. 

• A comprehensive approach for tackling the problem of floods was not 
undertaken and Master Plan for flood control formulated in 1959 was 
implemented only partially. Works envisaged to be executed as per Master 
Plan in the reaches from Sangam to Padshahibagh and Padshahibagh to 
Wullar Lake were largely ignored. Instead sporadic, isolated, petty and spot 
works were mainly executed. 

• Despite time over-run of 12 years, shortfall in achievement of physical 
targets in 4 projects ranged between 4 and I 00 per c:ent. Delay in 
achievement of targets was mainly due to utilisation of funds meant for 
identified projects on spot works. 

• Local purchase of store and stock material aggregating Rs 3.66 crore was 
made unauthori sedly by four di visions during 1993-94 to 1998-99 after 
splitting purchase orders to avoid tendering and approval of the competent 
authority 

(ParaK"aph: -I. I ) 

The main function of the Public Health Engineering Department is to 
provide drinking water facilities in the State. Stores like pipes, pumps. spares 
etc. required for execution. running and maintenance of various water supply 
schemes are procured centrally through two Mechanical artd ,rocurement 
divisions of the Department on the basis. of requirements of user PHE 
divisions. Cement. steel and explosives are, however, acquired from the stores 
and Procurement Department Test-check of the records of the PHE divisions 
revealed following points· 

• Stores valued at Rs I. 71 crore and procured between 1980 and 1993 were 
lying unutilised in 13 executing divisions at the end of March 1999 
Further. out of stores purchased at a cost of Rs 40 24 crore during 1993-94 
to 1998-99. material va lued at Rs 16.14 crore was lying unutilised as of 
March 1999. 

• Funds aggregating Rs :?.4 .57 crore advanced by various user divisions for 
procurement of stores were locked up with the two procurement divisions 
under Deposits Accounts at the end of March 1999. Of these. advances 
aggregating Rs 1.04 crore made by 4 divisions \\ere locked up for periods 
ranging between 5 to 11 years 
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• Local purchase of stores for Rs 3.45 crore was made· by 15 executing 
divisions (Kashmir: 9; Jammu: 6) out of 19 test-checked during 1993-94 to 
1998-99 in violation of Government instructions and after splitting 
purchase orders to avoid tendering and approval of higher authorities. 

• Shortage of stores valued at Rs 81. 74 lakh detected in physical verification 
of stores during the years 1993-94 to 1998-99 had not been 
investigated/recovered. 

• Material worth Rs 21.75 lakh lifted from procurement divisions between 
1993-94 and 1997-98 had not been accounted for by 6 user divisions. 

(Paragraph: 5.1) 

A review on the working of computer centre in Sales Tax Department 
revealed: 

• There was no system of internal check at the centre to ensure 
reliability/correctness of the database generated. The import bills were 
short accounted for in the database during 1994-95 to 1997-98 to the extent 
of Rs 806.38 crore. The possibility of this amount having remained outside 
the ambit of assessment and taxation could not be ruled out. 

• Due to lack of effective monitoring system, processed data was sent to 
assessing authorities after delay of 1 to 4 years. The delayed submission 
resulted in concealment of turnover of Rs 9.45 crore in 33 test-checked 
cases. 

• 1677 doubtful cases for which data for the years 1990-91 to 1996-97 was 
requisitioned by the assessing authorities, information was not provided in 
385 cases (23 per cent) with the result assessment in these doubtful cases 
was made without corroborative supporting information. 

• Due to incorrect entry of data and its outflow from the centre, the 
credibility of data generated was doubtful. Incorrect flow of data resulted in 
turnover of Rs 90.99 lakh escaping assessment·in two test-checked cases. 

(ParaKraph: 6.4) 
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The Jammu and Kashmir State Financial Corporation was established 
in December 1959 under the State Financial Corporations Act, 195 l with the 
main objective of providing financial as~istance to industries, hotels, etc for 
acquiring capital assets for industrial development in the State. A review of 
disbursement of loans and recovery performance of the Corporation revealed 
the following points: 

• The Corporation utilised its available funds for repayment/redemption of 
loans and bonds it had raised from IDBI/SID BI and only 7 per cent of the 
available funds were utilised for disbursement of loan to entrepreneurs 
during 1994-95 to 1998-99. 

• Defective project appraisals and financing of non-credit worthy units by 
the Corporation resulted in doubtful recovery of Rs 4.64 crore in five test
checked cases. 

• The Corporation failed to obtain sufficient security from the assisted units 
to safeguard its financial interests with the result it suffered a loss of Rs 
3.60 crore in 18 test-checked units which were taken over by it during 
1993-99. 

• Percentage of amounts r.ecovered to amounts due for recovery during the 
years 1994-95 to 1998-99 was very poor and decreased from l 0 in 1 ~94-
95 to 6 in 1998-99. Consequently, overdues increased from Rs 232. 13 
crore at the end of 1993-94 to.Rs 452.80 crore at the end of 1998-99. 

• The Corporation failed to effectively monitor and conduct post
disbursement inspections of the units assisted by it. This resulted in 
recovery of Rs 3.59 crore becoming doubtful. 

• Delay in initiating action by the Corporation under Section 29 of the State 
Financial Corporations Act, resulted-in non-recovery of Rs 2.29 crore in 5 
test-checked cases. 

(Paragraph: 7. 11) 

With a view to promote an adequate, efficient, economical and co
ordinated system of road transport services in the State, the Jammu and 
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Kashmir State Road Transport . Corporation was established in September 
1976. As substantial portion of the expenditure of the Corporation is incurred 
on procurement of High Speed Diesel Oil, stores and spares etc, there is a 
need for proper control on their acquisition, inspection, accounting, storage, 
consumption, etc. A test-check of the records relating to material management 
and inventory control of the Corporation for the five-year period up to 1998-
99 revealed the following points. 

• The expenditure on material consumed per kilo meter ranged between Rs 
3.60 and Rs 4.49 during 1994-95 to 1997-98. This was higher than the All 
India average of Rs 3.03 per kilometer in 1995-96. 

• The Corporation purchased spares from the local market in piecemeal 
which const.ituted. 69 to 74 per cent of total purchase of spares made 
during 1995-99. Purchases in piecemeal defeated the objective of purchase 
of material of good quali ty at economical/competitive rates. 

• The average distance covered per litre of fuel ranged between 3. 58 
kilometre and 3.67 ki lometre during 1995-99 against the prescribed 
consumption norm of 2.56 kilometre to 4.81 kilometre per litre. This 
resulted in excess consumption of 3.96 lakh litres of fuel valued at Rs 
35. 12 lakh. 

• Change of engine oil before the standard run of 18000 kilo metres resulted 
in excess consumption of 26 thousand litres of engine oil valued at Rs 
11.23 lakh during the period 1994-99. 

(Paragraph: 7.12) 

Srinagar Development Authority was constituted in 1971 with the 
objective of promoting and securing planned development of the local area of 
the Srinagar City. Test-check of records of the Authority revealed following 
points: 

• Failure to finalise the Master Plan of the Srinagar City by the Authority 
resulted in unplanned development of the city, besides wasteful 
expenditure of Rs 14.65 lakh on preparation of draft plan and base maps. 
Preparation of Master Plan ( 1995-20 11 ) entrusted to Town Planning 
Organisation in March 1997 had not been fi nali sed. 

• The Authority had not compiled its accounts beyond 1980-81 despite 
hiring the services of a firm of chartered accountants. As a result, the 
financial position of the body was not ascertainable. 
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• Utilisation of available funds ranged between 21 and 72 per r.:em only 
during the years from 1994-95 to 1998-99. As a result the unspent 
balances increased from Rs 1.65 crore to Rs 16 crore during the period. 

• Shortfall in revenue realisation vis-a-vis budget estimates ranged between 
38 and 85 per ce11t (revenue) and 23 and 59 per cent (capital) during the 
years from 1994-95 to 1998-99. This was mainly due to non-recovery of 
Rs 3 .64 crore on account of arrears of rent, allotment of shops at reduced 
premium and non-allotment of shops/plots. 

• Out of 842 plots developed at a cost of Rs 3 .43 crore and 40 shops 
constructed up to March 1996, 534 plots and 6 shops only had been 
allotted to the beneficiaries resulting in locking up of capital of Rs 1.25 
crore over 3 years. 

• Unplanned execution and subsequent abandoning of the work on 
construction of a shopping complex at Doodganga in i 992 resulted in 
unfruitful expenditure of Rs 1.39 crore. 

(Parawaph: 8. -I) 

• Failure of the Revenue Department to maintain properly its .records and 
consequent irregular allotment of land to a co-operative society for 
construction pf a State Level Co-operative Training College coup.Jed with 
poor monitoring and supervjsory contrOl of the Agriculture Production 
Department resulted in wasteful expenditure of Rs 15.44 lakh and locking 
up of Rs 14.34 lakh for over 3 years. 

(Parawaph: 3. 7) 

• Failure to verify from the Forest Department the genuineness of transit 
passes of timber utilised by a contractor on developmental works resulted 
in irregular payment of Rs 13 . 81 lakh and loss of revenue to the State by 
way of illicit felling of trees. 

(Paragraph: 3.8) 

• Incorrect estimation of the casting equipment and material required for 
upgradation of Dental College/Hospital laboratory resulted in idle 
investment of Rs 14.69 lakh for over 7 years. 

(Paragraph: 3.12) 
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• Failure to ensure completion of the mechanical and electrical components 
of the Dabar Potha Lift Irrigation scheme resulted in unfiuitful 
expenditure of Rs 81. 03 lakh on the scheme, besides denial of the 
irrigation facilities to the people of the area . 

(Paragraph: 4.2) 

• Failure of the Department to install Automatic Voltage Regulators resulted 
in idle investment of Rs 64.40 lakh. Of this, expenditure of Rs 4.46 lakh 
incurred on the purchase of Regulators could have been avoided had 
contract been finalised within the validity period of the offer of the 
supplier. 

(Paragraph: 4.3) 

• Failure of the Department to procure cement from Jainmu & Kashmir 
Cements as per standing instructions of the Government and as per 
requirements resulted in avoidable expenditure of Rs 6.08 lakh. 

(Paragraph: 4 .. 4) 

• Unplanned execution of water supply scheme for augmenting water supply 
to Kargil town, resulted in infructuous ~xpenditure of Rs 17. 85 lakh and 
avoidable expenditure of Rs 33 .50 lakh on supply of water through 
tankers. 

(Paragraph: 4.5) 

• There was time over-run.of 9 years and cost over run of Rs 25.94 crore in 
completion of stage II and Ill pf the c 'benani Hydel Project wh,ich was due 
to poor project planning/execution, poor rate ·of funding and changes in the 
scope of'work. 

(Paragraph: 4. 6) 

• Investment of Rs 23 . 70 lakh made by Power Development Department on· 
purchase of computers and other accessories was rendered idle due to non
availability of trained staff The envisaged objective of effective 
management through improved information system was also not realised. 

(Paragraph: 4. 7) 

• Delay in finalisation of tenders resulted in extra avoidable expenditure of 
Rs 21 lakh on purchase/installation of equipment for Sewa Hyde! Project 
Stages II and III, Basohli. 

(Paragraph: 4.8) 
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• Expenditure of Rs 23.98 lakh incurred on Water Supply Scheme, Langrial 
during the period 1986-95 was rendered unfruitful as it failed within three 
years of its commissioning and subsequent inaction of the Department in 
reviving it. 

(Paragraph: ./. 9) 

• Advance payment of Rs 14. 66 lakh to a non-Governmental organisation 
without drawing up an agreement resulted in irregular retention of Rs 9.16 
lakh by the organisation for over six years and delay in installation of hand 
pumps. 

(Paragraph: 4. 10) 

• Failure of the Public Health Engineering Department to take concerted 
action as provided under rules resulted in non-recovery of cost of 
shortages of store and stock articles aggregating Rs, 7.43 lakh for l l years 

(Paragraph:5.2) 

• Purchase of reflective caution/sign boards and bitumen by the Roads and 
Buildings Department in excess of requirements resulted in blockage of Rs 
8.85 lakh for over 8 years and loss of Rs 4.83 lakh. 

(Paragraph:5.3) 

• During the year 1998-99, grants aggregating Rs 121.85 crore were paid by 
Government to various local bodies/ authorities in the State. 7307 
utilisation certificates in respect of grants aggregating Rs 611.50 crore 
paid up to the year 1997-98 were awaited as of 3 0 September 1999. 

(Paragraph: 8.1) 

• Accounts of 33 bodies were in arrears for periods ranging between one· 
year and 27 years as on 30 September l 999. The main defaulters were 
Srinagar/Jammu Development Authorities. Board of Secondary Education, 
Srinagar, District Rural Development Agency Doda, Jammu and Kashmir 
State Council for Science and Technology, Sher-i-Kashmir Medical 
Institute Trust Soura and Institute of Management of· Public 
Administration, etc. 

(Paragraph: 8. 1 (b)) 
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• Grants aggregating Rs 20.27 crore meant for developmental and 
beneficiary oriented schemes remained unutilised with 6 bodies/authorities 
whose accounts were audited during 1998-99. Further, advances 
aggregating Rs 0. 95 crore paid during 1996-98 by 4 bodies/agencies to 
contractors/suppliers were outstanding as of March 1999. 

(Paragraph: 8.3. / (i and ii)) 

Test-check of records of Sales Tax, State Excise, Stamps and 
Registration fees, Forest and other departments conducted during I 998-99 
revealed under assessments, short levy, loss of revenue etc. of Rs 15 .29 crore 
in 122 cases. The concerned departments accepted underassessments, etc. of 
Rs 56.37 lakh in 9 cases pertaining to 1998-99 and earlier years. 

(Paragraph: 6. 2) 

• Departure from the established policy of determining minimum reserve 
I icence fee for country liquor by adding 10 per cent to the licence fee 
real ised in the earlier year, by the State Government during 1997-98, 
resulted in revenue loss of Rs 26.37 crore on notional basis to the State 
Government during the years 1997-98 and 1998-99. 

(Paragraph: 6. 4) 

• Country liquQr worth Rs 54.69 lakh was not accounted for in the records 
by the Department. 

(Paragraph: ~. 5) 

• Inadmissible exemption granted to a dealer by the assessing authority from 
payment of tax resulted in non-recovery of Sales Tax and interest of Rs 
8.88 lakh. 

(Paragraph: 6.8) 

• Failure of the Assessing Authority to detect the suppression of purchases 
by a dealer resulted in short levy of .Sales Tax, interest and penalty of Rs 
9.38 lakh. 

(Paragraph: 6. I I) 
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• Non-raising of bills by the Forest Department against State Forest 
Corporation resulted in non-recovery of royalty amounting to Rs 24.34 
lakh. 

(ParaKraph: 6.14) 

The State had 19 Government companies (including I subsidiary) 
and 4 Statutory Corporations under its control as on 3 1 March 1999. Audit of 
two Statutory Corporations viz. Jammu and Kashmir State Forest Corporation 
and Jammu and Kashmir State Electricity Board set up under the respective 
Acts of the State Legislature had not been entrusted to the Comptroller and 
Auditor General of India. 

• The total Government investment in 21 Public Sector Undertakings by 
way of equity and long tenn loans was Rs 1223 crore as on 3 I March 1999 
against Rs 878.56 crore as on 31 March 1998. 

• ln the total investment of Government companies, 26 per cent comprised 
equity capital and 74 per cent loans at the end of March 1999. 

• The total investment in the two Statutory Corporations at the end of March 
1999 was Rs 374.29 crore, against Rs 305.28 crore in the previous year. 

(Paragraph: 7.2) 

• Out of 19 Government companies and 2 Statutory corporations, only one 
company had finalised its accounts for the year 1998-99. The accounts of 
other companies and the two Statutory corporations was in arrears for the 
periods ranging between one to 16 years. 

(Paragraph: 7. 5) 

• Only three companies had earned a profit of Rs 85 .48 crore at the end of 
1998-99, while 13 companies suffered an aggregate loss of Rs 19.35 crore 
as per their latest finalised accounts. Remaining three companies had not 
finalised their accounts as of October 1999. The two Statutory 
corporations had also incurred losses which accumulated to Rs 60.50 
crore as per their latest accounts. 

(Paragraph: 7. 6) 
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• Failure of the Jammu and Kashmir Projects Construction Corporation to 
remit the sales tax dues on sale and consumption of goods/material in time 
resulted in avoidable payment of interest of Rs 11 .22 lakh. 

(ParaKraph: 7. 13) 

• Failure of the Jammu and Kash mir Cable Car Corporation to purchase 
water storage tanks after observing required purchase formalities and 
assessing immediate requirement resulted in loss of R 2 .08 lakh and 
locking up of Rs 1.64 lakh for over nine years . 

(Paragraph: 7. /.I. I) 

• Failure of the Jammu and Kashmir Cable Car Corporation to execute an 
agreement specifying terms of payment with the firm for supply of pre
fabricated huts resulted in unfruitful/avoidable expenditure of Rs 23 . I 0 
lakh. 

(Paragraph: 7. /.I. 3) 





I. I Introduction 

This Chapter discusses the financial position of the State 
Government, based on an analysis of the information contained in the Finance 
Accounts. The analysis is based on the trends in the receipts and expenditure, 
the quality of expenditure and the financial management of the State 
Government. In addition, the Chapter also contains a section on the indicators 
of financial performance of the State Government, based on certain ratios and 
indices developed on the basis of the information contained in the Finance 
Accounts and other information furnished by the State Government. Some of 
the terms used in this Chapter are described in Appendix- I to the Report . 

I. 2 Financial po.~ition of the Stt1te 

In the Government accounting system, comprehensive accounting of 
the fixed assets like land and buildings, owned by the Government is not done. 
However, the accounts do capture the financial liabilities of the Government 
and the assets created out of the expenditure incurred by it . The following table 
gives an abstract of such liabilities and assets as on 31 March 1999. compared 
with the corresponding position as on 31 March 1998. 

upccs 111 crorc ) 

As on JI Lh1hilitics 

I 
A~ on JI 

March Mam:hl'J'J'J 
1998 

1654.98 Internal Debt 1857.28 
5:B.112 Markel Loans bearing inlerest 51<1.5X 

80.117 Loans from LIC' IH 07 
38. 17 Loa1ls from other I nsti1111 ions 39.40 

IOOJ.72 Q\·erdrafts from Jammu and Kashmir Bank 1108.21 
3231.08 Loans anc.I Ac.t,·anccs from Central Go,·ernment 3420.18 

959.51 Pre- I 1JX4-X5 Loans X61 . 77 
82XS> Non-Plan Loans 901.00 

1386.<14 Loans for State Plan Schemes 1570.2X 
:u:- Loans for Central Plan Schemes 27.18 

49.X(i Loa11s for Central!,· Soonsored Plan Schemes 52.74 
1.<11 wa,·s and Means AdYanccs J .01 
O.J7 Continl!cnn· Fund O.J8 

971.41 Small Snings, Pro,·ident Funds, etc. 1080.08 
59.J8 Denos its 48.46 

J5J.51 Rcscn·c Funds 429.33 
495.29 Remitt:.1m:e B:.1lanccs 968.94 

2162. 13 Surplus on GO\·emmcnt Account: 1762.01 
Re,·enue Surplus as on J I March 1998 2162. 13 
ReYenu~Deficit for 1998-99 400. 12 

8928.15 Total 9566.66 



( up.:.:s 111 cror.:\ 

As on 31 Assets As un 31 
March March l'J'J'J 
1998 

806.i.-'6 Gron Capital Outla\' on Fixed Assets HM10.'JO 

3H.7<1 ln\·estments in shares of Companies. 3-ll.53 
Corporations. etc. 

7739.70 Other Capital Outlay 8319.n 
.it 1.35 Loans and Ad,·ances- 46'J.07 

lndustn· and Minerals 21-U-l 
Transport 1.15.8 1 
Agriculture and Allied Acti \'it\' :w. ') 5 
Other De,·clopment Loans .5<1 . .5(1 

Loans to Go,·ernment sen ·ants and .l 1.ll I 
Miscellaneous loans 

.i.17 Adnrnce~ .i.57 
285.-'6 Susprnsc and Miscellaneous Balances I 20IU.4 

162.71 Cuh- 223.48 
19..5<1 Cash in Treasuries and Local Remittances I ') .'JO 

20. 19 Deposits with Bank (1(1 .2(1 

-l .0 .1 Departmental Cash Balance (-) 3.7X\ 

0 . 12 Permanent Ad\'ances 0 .12 
37 . .l'J Cash Balance ln\'estments 37 . .llJ 
81.42 Rescn ·c fund in\'est ments 10.l..5') 

8928.15 Total 1)566.66 

While the liabi lities consist rnainly of exterpal and internal 
borrowings. loans ·and advances from Government of India. receipts from the 
Public Account and Reserve. Funds. the assets comprise mainly the capital 
outlay. loans and advances given by the State Government and the cash 
balances. It would be seen from the table that while the liabil jtie~ grew by 15 
pa c.:e111. the as~ets grew by only 7 per c:elll during 1998-99. mainly as a result 
of revenue deficit of Rs 400 crore during t-998-99 against revenue surplus of 
Rs 45 I crore during 1997-98 on the Government account. This shows an 
overall deterioration in the financial condition of the Government. 

1.3 Source.Ii (Int/ application of funtl.'i 

1.3. I The following table depicts the sources and appl ications of funds 
during the current and the preceding year. 

,. 
Minus balance is due 10 more adjustmenl/rcccipts than disbursements 
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( R u1>ecs 111 crore 

1997-98 S.No. Sources 1998-99 

4641.79 I. Revenue receipts 4509. 14 

3.82 2. Recoveries of Loans and Advances 4.29 

338.15 3. Increase in Public Debt other than Overdraft 286.89 

253 .6 1 4. Increase in overdraft 104.51 

5. Net receipts from Public Accounts: 
123.91 Increase in Small Savings, Provident funds. etc. 108.6 7 

(-) 58.07 Net effect of Deposits and Advances (-) 11.32 

58.61 Increase in Reserve funds 75.82 

(-) 128.8 1 Net effect of Suspense and Miscellaneous 76.81 
transactions 

(-) 84.21 Net effect of Remittance transactions 473 .65 
(-) 0.03 6. Net effect of contingency fund transactions 0.0 I 

5148.77 Total 5628.47 

Ap1>lication: 
4190.52 I. Revenue expenditure 4909.26 

67.22 2. Lending for development and other purposes 62.00 
889.47 3. Capital expenditure 596.44 

l.56 4 . Increase in closing cash balance 60.,77 

5148.77 Total 5628.47 

Th.e main sources of funds include the revenue receipts of the 
Government, public debt and the receipts in the Public Account. These are 
'applied mainly on revenue and capital expenditure and lending for 
developmental purposes. It would be seen that the revenue receipts constitute 
the most signifieant source of funds for the State Government. The relative 
share of revenue receipts decreased frbm 90 per cent in 1997-98 to 80 per c~nt 
during 1998-99. The share of receipts from the public debt (excluding 
overdraft obtained from Jammu and ,Kashmir Bank) also went down from 7 per 
cent to 5 per cent. On the other hand receipts from Public Account increased 
significantly as their share went up by 13 per cent in 1998-99 over the 
corresponding share in 1997-98. This wa's mainly due to increase in remittance 
transactions and small savings. The outstanding on account of' overdrafts 
obtained from Jammu and Kashmir Bank increase(i from Rs 1004 crore at the· 
end of 3 1 March 1998 to Rs 1108 crore at the end of 31 March 1999. 

1.3 .2 The application of funds was r.1ainly on revenue expenditure, share 
of w~ich not only went up from 81 per cent i11 1997-98 to 88 per cent in 1998-
99, but also remained higher than the share of the revenue receipts (80 per 
cent) in the total receipts of the State Government. This led to the Revenue 
Deficit. The increase in revenue expenditure and consequent Revenue Deficit 
was attributable mainly to Rs 510 crore spent on the award of Vth Pay 
Commission. A notable feature during the year was that the share of capital 
expenditure and that of lending for developmental purposes decreased from 17 
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per ce111 and 1.31 per cem in 1997-98 to 11 per cent and 1.11 per c:e111 in 
1998-99 respectively. 

'1. 4 Financial operation.~ of the State Government 

1.4.1 Exhibit-I gives the details of the receipts and disbursements made by 
the State Government. The revenue expenditure (Rs 4909 crore) during the 
year exceeded the revenue receipts (Rs 4509 crore) resulting in a revenue 
deficit of Rs 400 crore. The revenue receipts comprised tax revenue (Rs 43.7 
crore). non-tax revenue (Rs 283 crore), State' s share of Union taxes anc!_ duties 
(Rs 1212 crore) and grants-in-aid from the Central Government (Rs 25 77 
crore). The main sources of tax revenue were state excise (47 per ce111) . sales 
tax ( 41 per cent) and taxes on vehicles ( 4 per cent) . Non-tax revenue came 
mainly from sale of power (3 7 per ce11t), forestry and wild life ( 16 per cent) 
and interest receipts (31 per cent). 

1.4.2 The capital receipts comprised Rs 4 crore from recoveries of loans 
and " advances and Rs 4542% crore from public debt. Against this. tile 
expenditure was Rs 596 crore on capital outlay, Rs 62 crore on disbursement 
of loans and advances and Rs 4150• crore on repayment of public debt. The 
receipts (exclusive of remittance transactions) in the Public Account amounted 
to Rs 94 7 crore, against which disbursements of Rs 697 crore were made. The 
net effect of the transactions in the Consolidated Fund, Contingency Fund and 
Public Account was an increase of Rs 61 crore in the cash balance from Rs.162 
crore at the beginning of 1998-99 to Rs 223 crore at the end of the year. 

1.4.3 The financial operations· of the State Government, pertaining to its 
receipts and expenditure are ,,discussed in the succeeding paragraphs with 
reference to the informatjon cont,ained in Exhibit-I and the time series data for 

· the five year period from 1994-95 to 1998-99, presented in the following table. 

Includes receipts of Rs 397-' crore on account of O\'erdraft/temporary loa11s. 
Includes repayment of overdraft/temporary loans of Rs 3869 crore. 



Time series data on State Government Finances 
f Kur'·"·' m L-f• •h · 1 

1994-?5 1?95-?6 1996-97 1<)97-91< I ')')I< -') ') 

P11rt A. Rl'celots 

I . Revl'nue Receiuts .1088 .Hl9 J22.l 4(142 450') 
(a )Tax Rev.:nue 242 181 292 (9\ 294 (9) .161< 11<1 4.17 ( 10) 

Sales Tax 9.lORl 113 £39) 119(41 ) 145 (40) IKO (4 1 l 

State Excis.: 12:i cm 146 (50) 135 (46) 1<12 (44 ) 206 (47) 

Taxes on v.:hick"' 9 (4) 1214) 12 (4 ) 15 141 18 (4) 

Stamos and Registration ti:cs 612) 612) 8 (J) 11 0\ l 2 (.l ) 

Land Revenue 2 (I\ I I\ I 1•1 • .l (I) 

Tax,.,. on goods and pa.-scngcr.; 5 (2) ROI 12 l4\ 24 (6 ) 5 ( I l 

Other T ax.-s 4(2) 6 (2) 7 C2l II (.l ) 12 ( .l ) 

(b)Non Tax Revenue 157 (5 ) 20416) 183 (61 241< ( 51 21<.l (l1 ) 

l clState"s share in llnion laX•'S and duties 563 (If() 644 (19\ 626119\ K.14 ( 110 12 12 (27) 

(d\C.rant' in aid from 001 2126169) 2179166\ 2120 (66\ .1192 (<1')1 2577 (57) 

II. C11uital Receiuts 2659 345S 4495 5174 51 '>5 
Market Borrowini:s 1952 (74) 2864 (83 \ 3520 (71() 4001 (77 ) 4095 (7') ) 

1.oan.' and advances from GOI 275 (10) 219 (6 ) 448 ( 10) 514 (10) -146 ('J) 

Other Receiots (Puhlic :\ccountl 432 (16) 372 <I I l 527 <1 2) 65'J I l.l l (154 (12 ) 

Part 8 . Ellpendlture (Rennue and .ll89 3544 4 129 501<0 5505 
C11ultall 

I. Revenue Elluendltur1· 2526 179\ 2111 5 (79 \ 3 129 <76l 41'>1 (1<2) -190') ( l<'J) 

Plan 26 1 (10) 2?6 (1 1 \ .l48 ll I ) 445 ( 111 52<1 ( 11 l 
Non Plan 2265 (90) 25 19 (IC?\ 278 1 CR?) 37411 (l<')) -131!.l (l< 'J) 

General Services 1071 (42) 1007 (36) 9?4 (32) 1717 (41 I 19()7 (.l'JJ 

Economic Services 742 (3()) 1009 (36) 1206 <38) 1426 (.141 17(,j (36) 

So.:ial Services 713<28\ 799128\ 929110\ I04K125• 1241 125) 

lnk re,1 Paymenl' 629 (24) 367 ( 13) 211 (7) 815 ( 19) 6<.s" (14) 

Arrears of Revenue .. (~• Tax & Non Tax NA '.'IA 295 (62 ) .159 (5K ) 748(104) 

rev. rc.:eint) 
fin. :\.'-'istanc.: to local bodi.:s etc. 57 61 74 l<I< 122 
l.oan' and advanc.-s gjv,'11 37 4S SI 67 62 
II. Caoital E1oendlture 66.l 121) 729 <211 1000124\ 8891110 596 ( I I l 

Plan 604 19 11 708 <91\ 924 192\ 908 ll02l (,{)!( (102) 

~nn l'lan S9 (9) 21 (3) 76 (8) I-\ 191-2\ (·) 12 (-2( 

(i.:n.:ral s'""~·ic ... ~ 13 (2l 21 <3\ 25 (J) ~? 14l .l5 ({1) 

Ec•ino>mic Servi~es 478 (72) S26 (721 734(7j\ 6 14(69) 351(59) 

So.:ial Services 172 (26) 182 l 2Sl 241 (24) 236(271 210(.15) 

Part C". Deficits 
, 

Revenu.: deficit 1-YSurolus I.,.\ (+)562 ( +\sos ( +\ 94 • (•\4~ 1 (-)400 

Fiscal O.:licit 136 267 953 S02 1054 

Bud2ctarv Ddicit (-YSurulus ( + l (~) 139 ( + ) 18 -(+) 92 ( · ) 252 ( - ) 44 

Part D. Other data 
Wavs and Means Advances <da""\ 365 365 36S 36~ J(,5 
lntcm;t on Wavs and Means advances 104 74 91 117 14!1 

GSDP SS43 67S8 7293 8371 ')(,()? 

Outstanding Debt (year end) 3503 . 3687 4294 4Kl<6 5277 

' Outstanding guarante.:s (year end) 275 599 583 (,02 513 

N umb.:r of incomplete projects (Rs SO NA SA 24 27 .H 
lakh and above\ 
Capital blocked in incormlcte twni.oda NA NA 149 l.l2 13K 

(P~ in bn.ckets) 

Negligible 

Docs not include interest on Stale provident fund aa:ounta for the yar 1998-99 . 
•• Figures ofanan of revenue available under Sales Tax, and S1alc Excise. Passenger Tax and Forestry and Wild 

Life only. 
Minu.' expenditure. is due to more rcc:cipts and the recovcria of Rs 29 aore. 
l\.finu.~ expenditure. is du.: to more receipts and the recoveries of Rs 26 crore. 
faclulks information in r~ of private firm~ and 7 co-opentive ~-icties. 
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1.5 Re,1enue receipts 

1. 5. 1 The revenue· receipts consist mainly of tax and non-tax revenue and 
receipts from Government of India (GOI). Their relative shares are shown in 
Figure-I. The revenue receipts grew at an average annual rate of 9 per cent 
during 1994-95 to 1998-99. 

3781 
CM per cent t 

Figure-I 

Revenue Receipts 1998-99 
(Rupees in crore) 

437 
(10 per cent ) 

283 
C6 per cent I 

•Tu Revenue oNon-Tax Revenue £}Receipts from GOI 

1.5.2 Tax Reven11e 

These . constituted 1 O· per celll of the revenue receipts . . Their share 
increased from 8 ]Jer cem in 1997-98 due to healthy growth i9 s,tes Tax (24 
per cent) and St.e Excis~ receipts (27 per cem). The relative co·ntriqution of 
Sales Tax has gone up from 3 8 per Celll in 1 '94-95· to 41 per cell/ in 1998-99. 
while that of State Excise has come down from 51 per celll to 47 per celll 
during the corresponding period. The contribution of other constituents of the 
tax revenue viz .. Taxes on Vehicles. Stamps and Registration Fees. Land 
Revenue and Taxes on Goods and Passengers was insignificant at 12 per cel/f 
and their relative shares remained more or less stagnant during J 994-95 to 
1998-99. 

1. S.J Non-tax rei1en11e 

Non-tax revenue constituted 6 per cent of the revenue receipts of 
the Government and its share in the revenue receipts increased by 1 pt!r 1.:e111 
from S per celll in 1997-98. 
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1.5.4 State's share of Union taxes and 1/uties and grants-in-aitl.from 
the Lentral Go11ernment 

The State' s share of Union taxes (excise duties and income and 
corporation taxes) increased by 45 per celll during the year, while grants-in-aid 
from the Central Government decreased by 19 per cent. As a percentage of 
revenue receipts (both taken together) these declined from 87 per cell/ in 1994-
95 to 84 per cent during 1998-99. This was mainly due to decrease (from 69 
per cent to 57 per cent) in the share of grants-in-aid which offset increase in 
the State's share of Union taxes and duties (from 18 to 27 per cent). 

J. 6 Re1•enuc e.1:pemliture 

l .6.1 Revenue expenditure accounted for most (89 per cent) of the 
expenditure of the State Government and increased by 17 p er cent during 
1998-99. A major constituent ( 61 per cent) of the revenue expenditure was 
salary which amounted approximately to Rs 3000 crore during 1998-99. Figure 
2 shows the trend of growth of plan and non-plan expenditure during the 
period 1994-99. Trend analysis shows that the Government has made no effort 
to arrest the growth in the revenue expenditure, which has risen from 79 per 
cent in 1994-95 to 89 per cent of expenditure in 1998-99. 
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Growth of plan and non-plan revenue expenditure 
(Rupees in croret 
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--+--- Plan Expenditure - Non-Plan Expenditure 

l.6.2 Sector-wise analysis shows that the expenditure on Economic 
Services increas~d by 137 per cent (from Rs 742 crore in 1994-95 to Rs 1761 
crore in 1998-99). The expenditure on General Services and Social Services 
increased by 78 and 74 per cent respectively. As a proportion of total 
expenditure, while the share of Economic Services increased from 30 per cent 
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in 1994-95 to 36 per cellf in 1998-99, those of General Services 
correspondingly decreased from 42 per celll to 39 per cent and Social Services 
from 28 per cent to 25 per cell/. 

I. 6.3 lntere.<tt payments 

Interest payments ranged between Rs 21 l crore and 8 I 5 crore 
during the period from 1994-95 to 1998-99. During 1998-99, total interest 
payments amounted to Rs 665 crore. This did not, however, include interest on 
State provident fund accounts. Maintenance of State provident fund ac~ounts 
was taken over by the State Government in April 1986. Accordingly, the State 
Finance Department was to consolidate every month the figures of debits and 
credits and payment of interest on provident fund accounts during the year. 
The State Government failed to intimate liability on this account ei ther on 
actual or adhoc basis. Thus, the liability of the Government with regard to 
interest payable on provident fund accounts could not be reflected in the 
accounts. This affected the transparency of the accounts of the Government. 
Further details about interest payments are discussed in the section on financial 
indicators 

I. 6.4 Financial assistance to local botlie.'> anti other institution . .; 

The quantum of assistance provided in the shape of grants to 
different local bodies etc., during the period of four years ending 1998-99 was 
as follows: 

(Ruoees in crore) 
1995-96 1996-97 1997-98 1998--99 

Universities and educational 27.11 35.54 40.89 29 .38 
institutions 
Housing and Urban Develoom1.-nt 24.43 27.40 34.26 77.46 
Agriculture and Allied Activities 4.87 6.28 6.19 6 .64 
Art and Culture 2.21 2.60 4.02 3.11 
Health and Medical Education 0.37 1.26 0.66 0 .44 
General Administration 0.64 0.03 1.25 1.53 
Other Institutions 1.33 0.96 1.03 3.29 
Total 60.96 74.07 88.30 121.85 

Percentage of growth over previous 8 22 19 38 
year 

Assistance as a percentage of 2 2 2 2 
revenue expenditure 

While financial assistance to universities and educational institutions 
decreased by 28 per cent, there was a pronounced increase of 126 per celll in 
the assistance provided to urban development bodies. 
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I. 6. 5 /,mm.Ii and Adl'lmces hy the State (im•ertwu!lll 

The Cit)\'crnrncnt gives loans and advances to ( im·cr111m:nt 
companies. corporatinns. lncal bndics. autonomous bodies. cn-operati\'l:s. n1in
gm·ernmental institutions. ctc . for developmental and non-devdop111cnt C1 I 
acti vities. The positinn fo r the last five years as given below shO\vs that during 
I 994-(>9 repayments were insignificant as a result of which the closing balance 
increased steadil~, b~· 82 pa ce111. 

(R upccs 111 crnre) 
199~-95 1995-96 1996-97 1997-98 I IJIJ8-IJ9 

Opi.:11111~ bohnci.: 22:' (17 25X.26 .)()() 52 >-t7 % 41 I .~<1 

Amount :ld\ :llH.:i.:d > <1 . q I -t5 0 I 50 7IJ (17 22 <12 ()() 
during thi.: \i..;~u 
Amount ri.:paid . dunng 2 >2 2.75 >.>5 > X2 4 211 

the ' i.:ar 
Clos111g balance 25X.2<1 300.52 >-t7 % 41 I ><i 4<111 () 7 
Nd addition 3-l.)1) 42.26 -t 7 -t-t <1> -to 57 71 
lntcri.:st rcci.:in:d () 4(1 0.2X () 22 fl 5 I () 4-l 

Out of loans advanced to various bodies like Municipalities. 
Corporations as al so to Government servants etc .. the detailed accounts of 
which were kept by the Accountant General. recovery of Rs 3 :' 7(1 crnre 
(principal· Rs 30.77 crore and interest: Rs 4.99 crore) was in arrears as on 31 
March 1999. In respect of loans etc., the detailed accounts of which are 
maintained by the departmental officers. Rs 418.60 crore were outstanding as 
on 3 1 March I 999 Information regarding overdue amounts in arrears had not 
been furnished by any of the controlling officers, though ca lled for repeatedly 

/. 7 Cllpital expentliture 

I. 7 I Capi tal expenditure leads to asset creation In addition. financial 
assets arise from investments made by Government in institutions or 
undertakings outside Government i.e. public sector undertakings, corporations. 
etc. and from loans and advances. While the capital expenditure increased from 
Rs 663 crore in 1994-95 to Rs I 000 crore in 1996-97, it decreased to Rs 889 
crore in 1997-98 and further to Rs 596 crore in 1998-99. As a result. its share 
in the total expenditure decreased from 24 per c:ent in 1996-97 to I I per c:ent 
in 1998-99. Time series data (Paragraph: 1.4.3) shows that most of the capital 
expenditure has been on Economic and Social Services under the Plan sector. 
The share of expenditure on these services, however, declined from 98 per c:ent 
in 1994-9~ to 94 per c:em in 1998-99, with corresponding increase in 
expenditure on General Services. 
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fChapter-1 Accoents of the Governmen4 

/.8 Quality of Expenditure 

1.8.1 Government spends money for different activities ranging from 
maintenance of law and order and reh1Ulatory functions to various 
developmental activif . Government expenditure is broadly classified into 
Plan and non-Plan and Revenue and Capital. While Plan and Capital 
expenditures are usually associated with asset creation, the non-Plan and 
Revenue expenditures are identified with expenditure on establishment, 
maintenance and services. By definition, therefore, in general, the Plan and 
Capital expenditure can be viewed as contributing to the quality of expenditure. 

I .8.2 Wastage in public expenditure, diversion of funds and funds blocked 
in incomplete projects would also impinge negatively on the quality of 
expenditure. Similarly, funds transferred to Deposit heads in the Public 
Account, -after booking them as expenditure, can also to be considered as a 
negative factor in judging the quality of expenditure~ when expenditure is not 
actually incurred in the concerned year it should be excluded from the figures 
of expenditure for that year. Another possible indicator is the increase in the 
expenditure on General Services, to the detriment of Economic and Social 

/ 

Services. 

1.8.3 The following table lists out the trend in these indicators: 

s. 1994-95 1995-96 1996-97 1997-98 1998-99 
No. 
I. Plan ex~'llditure as a 

JX."TIA..'JltaRe of 
-Revenue ex-nenditure )() II II II II 
-Capital a-ncnditure 91 97 92 • llfl 102 

2. Capital exocnditure ( oer cent) 21 21 24 18 II 
3. hpt.'llditure on Gcnt.-ral -

&-n·icc (per cetll) 

-Re\"enue 42 36 32 41 39 
-Capital 2 3 3 4 6 

4. Amount of wastage and .22.00 70.64 51.52 47.84 103 
divt.-rsion of fund-; detL.'CtL."d 
during test audit (Rupees in 
crorc). 

5. Non-rL.-rnunerative NA NA 149 132 138 
expenditure on incomplete 
oroiccts (RUDIX."S in crorc). 

6. Unspent halam:"-"S under NA 0.10 27.42 7.21 2 .28 
deposit hcad.c;, booked as 
expenditure at the time of 
their transfer to the deposit 
bcaf°<R~ incrorc). 

It would be seen that the share of Plan expenditure on the revenue 
side did not register any increase and remained stagnant at 11 per cent during 

Based on Audit Rcpons 
On the basis of test-audit. 

IO 



1995-96 to 1998-99. The share of capital expenditure. however. declined from 
2 1 to I I per cent during the period 1994-99. The expenditure on General 
Services. at the same ti me. declined on the revenue side though it increased on 
capital side. 

/. 9 Fimmdt1/ Mcmt1gement 

.. 

The issue of financial management in the Government should relate 
to etliciency. economy and effectiveness of its revenue and expenditure ., f 
operations. Subsequent chapters of this Report deal extensively wi th these J 
issues especially as they relate to the expenditure management in the 
Government. based on the findings of the test audit . Some other parameters. 
which can be segregated from the accounts and other related financial 
information of the Government. are discussed in this Section. 

I. 9. 1 lnve.'itment.'i t1ntl return.'i 

Investments are made out of the capital outlay by the Government 
to promote developmental, manufacturing, marketing and social activit ies. The 
sector-wise details of investments made and the number of concerns involved 
were as under: 

(R crore) upces 111 

S.No Sector Number of Amount in\'ested 
concerns 

As on 3 1 During l 99X-•J•J 

March 1999 
I. Statutor\' Corporations 3 132.82 5.25 
2. Go\'ernmcnt Cornoanies 19 185.58 2. •J I 

3. Joint Stock Companies 1 0 .29 Ni l 
4. Co-opcrati,·e Institutions 10 22.8.t 5A'J 

Total JJ J.U.53 IJ.(,5 

The details of inve~tments made and returns thereon during the last 
ti 1ve years b fd" "d d fill 1y way o IVI en were as 0 ows: 

0 

Year hl\'estments Returns Percentage of Rate of i1i1crest on 
returns on Go,·ernment 
investment borrowings <1wr 

cent 1 

(Ruoces in crore) 
199.t-•)5 25•).(, 7 Nil - 19. 75 and 20. 75 
1995-% 272.25 Nil - ,,, 
1996-97 287A7 Nil - 1-t to 20. 75 
1997-98 12.t . 76° Nil - 12.3:1 to 20.75 
1998-99 Hl.53 1.23• ().36 12.30 to 21 A2 

Excludes Rs 1. 12 crore im·csted in Jammu and Kashmir State Tourism De,·clopmcnl 
Corporation in 1997-98 but adjusted in 1998-99. 
Pertaining to year 1997-98 and credited to Go\'emment account in 1998-99. 
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Thus. whiie the Government was raising high cost borrowings from 
the market, its investments in Government companies, etc. fetched insignificant 
returns. As on 3 I March 1999. IS of the Government companies in which 

.-Government had invested Rs 133.64 crore. were incurring losses and the 
accumulated loss was Rs 88 .39 crore up to March 1999. 

I. 9. 2 Fimmdal re.'iult.'i t~f" Irrigation work\· 

The financial results of 6 irrigation projects with a capital outlay of 
Rs 7S.4J crore at the end of March 1999 showed that revenue realised during 
1998-99 (Rs 8.57 lakh) from these projects was only 0. 11 per cent of their 
capital outlay which was not sufficient even to cover the direct working 
expenses (Rs 2.0..f crore). After meeting the working expenses (direct and 
indirect) of Rs 2.:" I crore. these schemes suffered a loss of Rs 2.42 crore. The 
loss was substantial (Rs 1.60 crore) in the Ranbir Canal Project. 

I. 9 .. 1 Incomplete Project.'i 

As of 31 March 1999. there were 33 incomplete projects costing Rs 
SO lakh and above in which Government investment of Rs 138 crore were 
blocked. The position had deteriorated as compared to the position on 3 I 
March 1998. This showed that the Government was spreading its resources 
thinly. which failed to yield any return. 

/. 9.4 Arrear.Ii '!f"ret•e11ue 

The arrears of revenue in respect of Sales Tax, Statt.: Excise. 
Passenger Tax and Forestry and Wild Life pending collection increased by I 08 
per crnt during the year. The outstanding arrears registered an increase during 
the preceding•three years and their percentage increased from 62 per ceJll of 
the revenue raised during 1996-97 to I 04 per ceJ1t during 1998-99 Of the 
arrears of Rs 748 crore as of March 1999, Rs 536 crore (72 per ce11f) were 
p~nding for more than five years. and pertained mainly to Forestry and Wild 
Life (Rs 293 crore) and Sales Tax (Rs 226.17 crore). The overall deterioration 
in the position of arrears of revenue showed a slackening of the revenue etlorts 
or tile State Gm·ernrnent . 

I. 9. J W~i'.'i 11111/ mellll.'i tubi1111ce.11 am/ Ol'l?rtlraft 

The State Government obtains temporary loans from Jammu and 
Kashmir Bank Limited for its wa~· s and means requirements. The maximum 
limit up to which temporary loans can be obtained at any time. as appw\·ed l1\' 
the Government of India. is Rs 3 crore. Interest at IS . 81 per cell/ was charged 
on temporary loans up to Rs S SO crore and beyond that at ~ l .42 f'l'I' cellf 

during 1998-99. 
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The position of temporary loans taken by the State Government and 
interest paid thereon during the period from 1994-95 to 1998-99 was as under · 

( R uoces 111 crore) 
Year Temporary loansfO\·erdrafts Interest paid 

Taken during the year Outstanding at the 
end of the \"Car 

1994-95 1887.8.t (108.52 IO-U9 
1995-96 2737.9.t 608.01 7-U9 
1996-97 3.t5-t. 7-t 750. 11 ')ll.<15 
1997-98 386J .8-t 1003.72 I I 7 . .t8 
1998-99 3973.61 1108.23 l-lX.22 

The iemporary loans (gross) obtained had increased from Rs 
1887.84 crore in 1994-95 to Rs 3973 .61 crore in 1998-99 constituting an 
increase of I I 0 per cent. The Government is increasingly depending on 
overdraft/temporary loans for meeting its ways and means requirements and is 
consequently paying considerable amounts towards interest. 

I. 9. 6 Deficit 

1.9.6.1 Deficits in Government account represent gaps between the receipts 
and expenditure. The nature of deficit is an important indicator of financial 
management in the Government. Furtht:r, the ways of financing the deficit and 
the application of the funds raised in this manner are important pointers to the 
fiscal prudence of the Government. The discussion in this Section relates to 
three concepts of deficits viz., revenue deficit, fiscal deficit and primary deficit . 

1.9.6.2 The revenue deficit is the excess .of revenue· expenditure over 
revenue receipts. The fiscal deficit is the' excess _of revem;1e and capital 
expenditure (including net loans given) over the revenue receipts (including 
grants-in-aid and certain non-debt capital receipts) . The State had a revenue 

: deficit of Rs 400 crore during 1998-99. Fiscal deficit of the State increased 
from Rs 136 crore in 1994-95 to Rs l 054 crore in 1998-99. The following 
table gives a break-up of the deficits in Government account. 
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(R upccs 111 crorc l 

Consolidated Fund 

Receipt /\mount Di~burscmcnt /\mount 

Rc\'cnuc 450'1 Rc\·cnue deficit: -'JO Rc\'cnuc 4'Jll') 

Min. upital receipt Capita l 5% 
Rci:1m.:r" of loans anJ 4 Loans anJ a<lvam:cs (>2 

aJvam:cs Jishurscmcnt 

Suh-Total 45D Gron fbcal deficit: 105-' Suh-Total 55<17 

l 'uhlii: dcht 4542 Puhlic Jehl 41511 
repa\111ents 

Total 9055 A: Deficit in 'J717 
Consolidated fund : 662 

Public Account 
Small sanngs. 241 Small savings. U2 
l'rov1Jcnl Funds ch:. l'rovi<lcnt Fw1J etc. 

I >cpos 1ls anJ aJvam:cs 45~ l'>eposi ts anJ 464 
advances 

Rcscn·c runJs 77 Reserve funds 2 
Suspense anJ Misc. 17(> Suspense anJ Misc. ')') 

Rc1111llam:cs 1207~ Remittam:es 11 600 
Tot11l Public Account 13020 8: Deficit in CF 12297 

financed by Public 
Account: 723 

lncre11se in cash balance (8-A): 61 

The table shows that the revenue deficit of Rs 400 crore was met by 
borrowings. The fiscal deficit of Rs 1'054 cror~ was financed b~ net proceeds of 
the public debt (Rs 392 crore) and partly by the surplus (Rs ·123 crore) from 
Public Account. The fiscal deficit of the State has shown an increasing trend 
over the last ·5 years ending I 99S-99. 

/.9.6.3 App/idµtion ofthe.b<J"owetlfunds (Fiscal Deficit) 

The fiscal deficit represents total net borrowings of the Government. 
These borrowings are applied for meeting the revenue deficit, for incurring 
Capital expenditure and for giving loans to various bodies for developmental 
and other purposes. The relative proportions of these applications would 
indicate the financial prudence of the State Government and also the 
sustainability of its operations because continued borrowing for revenue 
expenditure would not be sustainable in the long run. The following table 
shows the position in respect of the Government of Jammu and Kashmir for the 
year 1998-99. 

Ratio of 1998-99 
Revenue Deficit to Fiscal Deficit 0.38 
Capital Expenditure to Fiscal Deficit 0.57 
Net · loans to Fiscal Deficit Q.05 
Total 1.00 
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It would be seen that borrowed funds have been utilised for meeting 
the revenue expenditure. Therefore, if the revenue expenditure is not controlled 
capital formation would be adversely affected. 

I. 9. 7 Guarantees given by the State Government 

Guarantees are given by the State Government for due discharge of 
certain liabilities like repayment of loans, share capital, etc., raised by the 
statutory corporations, Government .companies and co-operative institutions, 
etc.', an·d payment of interest and dividend by them. These constitute contingent 
liabilities of the State. No law under Article 293 of the Constitution had been 
passed by the State Legislature laying down the maximum limits within which 
Government ~ay give guarantees on the security of the Consolidated Fund of 
the State. The guaranteed sums outstanding at the end of each year during 
1994-99 are indicated in the time series data (Paragraph: 1.4.3). No amount 
was received as guarantee commission during 1998-99 and Rs 2.01 crore was 
outstanding for recovery from 9 Government Companies and 4 Statutory 
Corporations as on 31 March 1999. 

I. I 0 Public debt 

1.10.1 The Constitution of India provides that a State may borrow within 
the territory of India, upon the security of Consolidated Fund of the State 
within such limits, if any, as may from time to time, be fixed by an Act of 
Legislature of the State. No law had been passed by the State Legislature 
laying down any such limit. The detaiJs of ~he total liabilities of the State 
Government as at the end of the last five years are given. in the following table. 

(Ruoees in crore) 

Year Internal Loans and advanceli: Tetal public Other Total Ratio of 
debt from Central debt liabilities• liabilities debt to 

Government GSDJ>+ 
1994-95 985.55 2517.58 3503.13 1099.IO 4602.23 0.63 

1995-96 1102.44 2584.41 3686.85 1142.08 4828.9J 0.55 

1996-97 1265.70 3028.61 4294.31 1259.77 5554.08 0.59 

1997-98 1654.98 3231 .09 - 4886.07 1384.30 6270.37 0.58 

1998-99 1857.28 3420.18 5277.46 1557.87· 6835.33 0.55 

During the five-year period, the total liabilities of the Government 
had grown by 49 per cent. This was on account of 88 per cent growth in 
internal debt, 36 per cent growth in loans and advances from Government of 
India and 42 per cent growth in other liabilities. During 1998-99, Government 

• These comprise small savings, provident funds, reserve funds and deposits. 
Figure of GSDP for 1998-99 i~ provisional and based on average growth for earlier 
years 1994-98. 
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borrowed Rs 62. 50 crore in the open market at interest rates of 12. 15 to 14 
per cent per annum. 

1.10.2 The amount of funds raised through Public debt, repayments there 
against and net funds available are given in the following table: 

- (Ruoees in crore) 
1994-95 1995-96 1996-97 1997-98 1998-99 

1. Internal debt 

Receipts during the year 1952 2864 3520 4001 
~ 

.t095 

Repayments (principal and 2152 2863 3472 3768 .t2.t4 
interest 
Net funds available (per cent) (-) 200 1 48 (1) 233 (6) (-) 149 

2. Loans and advances from 
GOI 
Receipt during the year 275 219 448 514 446 

Repayment (principal and 669 404 4 880 556 
interest) 
Net funds available (per cent) (-) 394 (-) 185 444 (-)366 (-):I IO 

(99) 
3. Other liabilities 

Receipt during the year 492 448 609 753 772 
Repayment 363 405 491 628 598 
Net funds available (per cent) 129 43 118 125 -174 

(26) (10) (19) (17) (23) 

It would be seen that th~ . outstanding- debt has been increasing year 
after year, the outgo.of funds is likely to increase. · · 

1.11 Indicators of financial performance 

1.11 . l A Government may either wish to maintain its existing level of 
activity or increase its level of activity. For maintaining its current level of 
activity, it would be necessary to know how far the means of financing are 
sustainable. Similarly, if Government wishes to increase its level of activity ·it 
would be pertinent to examine the flexibility of the means of financing. Finally, 
.Government's vulnerability increases in the process. State Governments 
increase the level of their activity principally through Five-Year Plans which 
translate to Annual Development Plans provided for in the State Budget. 
Broadly, it can be stated that non-plan expenditure represents Government 
maintaining the existing level of activity, while plan expenditure entails · 
expansion of activity. Both these activities require resource mobilisation for 
increasing Government's vulnerability. In short, financial health of a 
Government can be described in terms of sustainability, flexibility and 
vulnerability. These terms are defined as follows: 
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(i) Su.'itainahility 

Sustainability is the degree to which Government can maintain 
ex1stmg programmes and meet existing creditor requirements without 
increasing the debt burden. 

(ii) Fle.xihility 

Flexibility is the degree to which a Government can increase its 
financial resources to respond to rising commitments by either expanding its 
revenues or increasing its debt burden. 

(iii) Vulnerability 

Vulnerability is the degree to which a Government becomes 
dependent on and therefore vulnerable to sources of funding outside its control 
or influence, both domestic and international. 

(iv) Transparency 

There is also the issue of financial information provided by the 
Government. This consists of annual Financial Statement (Budget) and the 
Accounts. As regards the budget the important parameters are timely 
presentation indicating the efficiency of the budgetary process and accuracy of 
the estimates. As regards accounts. timeliness in submission. for which 
milestones exist and completeness of atcounts would be the principal criteria. 

1. 11 .2 Information available in Finance Accounts can be used to work out 
Sustainability. Flexibility and Vulnerability t1lat can be expressed in terms of 
certain indices/ratios. The list of such indices/ratios is given in the Appendix- I. 
Exhibit II indicates the behaviour of these indices/ratios over the period from 
1994-95 to 1998-99. The implications of these indices/ratios for the state of the 
financial health of the State Government are discussed in the following 
paragraphs. 

1.11.3 The behaviour of the indices/ratios is discussed below: 

(i) Balance from current revenues (BCR) 

BCR is defined as revenue receipts minus plan assistance grants and 
non-plan revenue expenditure. A positive BCR shows that the State 
Government has surplus from its revenues for meeting plan expenditure. 
Exhibit-II shows that the State Government has had negative BCRs in all the 
five years up to 1998-99 suggesting that Government had to depend entirely on 
borrowings for meeting its plan expenditure. 
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(ii) lntere.ft ratio 

The higher the interest ratio the lower would be the ability of the 
Government to service any fresh debt and meet its revenue expenditure from its 
revenue receipts. In case of Jammu and Kashmir, the ratio has moved in the 
range of 0.04 to 0.18. The high ratio also indicates constraint on the 
development expenditure of the Government due to increase in the expenditure 
on account of interest payments. The ratio increased substantially during 1997-
98 and declined marginally in 1998-99. A rising interest ratio has adverse 
implications on sustainability since it indicates a rising interest burden. 

(iii) Capital outlay/capital receipts 

This ratio would indicate the extent to which the capital receipts are 
utilised for capital formation. A ratio of less than one would not be sustainable 
in the long term in as much as it indicates that a part of the capital receipt is 
being diverted to unproductive revenue expenditure. On the contrary, a ratio of 
more than one would indicate that capital investments are being made from 
revenue surplus as well. The trend analysis of this ratio would throw light on 
the fiscal performance of the State Government. A rising trend would mean an 
improvP.ment in the performance. In the case of Jammu and Kashmir, the ratio 
was more than one, during the years 1994-95 to 1997~98 which was mainly 
due to revenue surplus during these years. During 1998-99 the ratio was below 
o~e due to revenue deficit indicating deterioration in the financial health of the 
State Government. 

(iv) Tux receipts vs Gross State Domestic Product (GSDP) 

Tax receipts consist of State taxes and State's stia~ of Central 
taxes. The latter can also be viewed as Central taxes paid by people living in 
the State. Tax receipts suggest sustainability. But the ratio of tax receipts to 
GSDP would have implications for flexibility as well . While a low ratio would 
imply that the Government can tax more, and hence it possessed flexibility, a 
high ratio would indicate that the limits of this source had been reached. Time 
series analysis shows that in case of Jammu and Kashmir the ratio of total tax 
and State tax receipts to GSDP remained constant during the period 1994-95 
to 1998-99 on an average of 0.14 and 0.04 respectively. This ratio . suggests 
that while the State Government had the option to raise more resources 
through taxation, it chose the easier option of borrowing to meet its increasing 
revenue and fiscal deficits. 

(v) Return on Investment (ROI) 

The ROI is the ratio of the earnings to the capital employed. A high 
ROI suggests sustainability. The table (Exhibit-II) presents the return on 
Government's investments in statutory corporations, Government companies, 
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joint stock companies and co-operative institutions. It shows .that no returns 
have accrued to Government during the period 1994-95 to 1997-98 while in 
1998-99 these were negligible (0.36 per cent) indicating investments in these 
Public Sector Undertakings were used to finance their loss rather than generate 
revenue. 

(vi) Capital repayments vs Capital bo"owings 

The ratio would indicate the extent to which the capital borrowings 
are available for investment. The lower the ratio, the higher would be the 
availability of capital for investment. In case of Jammu and Kashmir 
Government this ratio has been in the range of 0.14 to 1.06 during the last 5 
years. The availability of borrowed funds for capital investment, compared to 
1996-97 decreased significantly in 1997-98 and 1998-99. 

(vii) Debt vs Gross State Domestic Product (GSDP) 

The GSDP is the total internal resource base of the State 
Government, which can be used to service debt. An increasing ratio of 
Debt/GSDP would signify a reduction in the Government's ability to meet its 
debt obligations and therefore increasing risk for the lender. In case of Jammu 
and Kashmir, this ratio has moved in the range of 0.55 and 0.63 during the last 
5 years which was a negative trend, suggesting greater vulnerability. 

(viii) Revenue deficit/Fiscal deficit 

Revenue deficit is the excess of revenue expenditure over revenue 
receipts and represents the revenue expenditure financed by borrowings etc. 
Evidently, the higher the revenue deficit, the more vulnerable is the State. Since 
fiscal deficit represents the aggregate of all the borrowings, the revenue deficit 
as a percentage of fiscal deficit would indicate the extent to which the 
borrowings of the Government are being used to finance non-productive 
revenue expenditure. Thus, a higher ratio would iinply that the debt burden is 
increasing without adding to the repayment capacity of the State. During 1998-
99, 3 8 per cent of the borrowings were applied to revenue expenditure which 
reflected an unfavourable trend. 

(ix) Primary deficit vs Fiscal deficit 

Primary deficit is the fiscal deficit minus interest payments. In other 
words, the lower the ratio the lower would be the availability of funds for 
capital investment. During 1998-99, the po.sition deteriorated since interest 
payments accounted for 63 per cent of the fiscal deficit (net proceeds from the 
borrowings). This was despite the fact that interest payments did not include 
amount of interest payable on State Provident Fund as these were not 
assessed/intimated by the Finance Department for adjustment in accounts. 
Evidently, this was not a sustainable position. 
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(x) Guarantees vs Revenue receipts 

Outstanding guarantees, including the letters of comfort issued by 
the Government, indicate the risk exposure of a State Government and should 
therefore be compared with the ability of the Government to pay viz., from its 
revenue receipts. Thus, the ratio of the total outstanding guarantees to total 
revenue receipts of the Government would indicate the degree of vulnerability 
of the State Government. In case of Jammu and Kashmir this ratio increased 
from 0.09 during 1994-95 to 0.18 in 1996-97 and came down to 0 .13 in 
subsequent two years. 

(xi) Assets vs Liabilities 

This ratio indicates the solvency of the Government. A ratio of more 
than one would indicate that the State Government is solvent (assets are more 
than the liabilities) while a ratio of less than one would be a contra indicator. 
This ratio has all along been around one and has moved in the narrow range of 
1.23 to 1.32. 

(xii) Budget 

Chapter-11 of this Report carries a detailed analysis of variations in 
the budget estimates and the actual expenditure as also of the quality of the 
budgetary process and control over expenditure. It indicates defective 
budgeting and inadequate control over expenditure, as evidenced by persistent 
significant variations (excess/saving) between the final modified grant and 
actual expenditure. 

1.11.4 Conclusion 

The increasing fiscal deficit ·of the State Government over the years 
and adverse financial indicators point to improper fiscal management. While the 
revenue expenditure of the State Government increased from Rs 3 129 crore in 
1996-97 to Rs 4909 crore in 1998-99, Capital expenditure decreased from Rs 
1000 crore to Rs 596 crore during the same period which revealed a decline in 
growth-inducing planned development expenditure rather than curtailing 
unnecessary consumption expenditure. The investment already made were 
unremunerative, as the returns therefrom were negligible. The net outflow of 
funds under public debt and increasing liability of interest payments also 
indicate deterioration in the financial position of the Government restricting its 
asset creating activities. Further a static tax to GSDP ratio shows that the State 
Government has preferred the easier option of borrowing to that of improving 
its tax revenues, which is the least costly means of financing Government 
expenditure. There is, thus, a need for sustained fiscal adjustments including 
cuts in unproductive expenditure for bringing down deficits. 
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State Government's -expenditure increased by Rs 7 l 9 crore. all on 
revenu~ account. Since increase in receipt was Rs 480 crore, the balance was 
secured by reduction in capital expenditure. The entire increase in revenue 
expenditure was to meet higher pay and allowances of Government staff There 
seemed to be no increase in services especially because the increase in 
expenditure was mainly on.non-Plan. Its exact impact being concealed by mis
statement of.interest payments. 

21 



IC,,apter-1 1 

Aeco11nts of the GovernmellJ 
~-

Exhibit -I 

Abstract of Receipts and Disbursements for the year 1998-99 

(Rupees in crore) 
Receipts Disbu.nements 

1997-91 1998-99 1997-91 1998-99 
Sution-A: Rnm"" Nee-Pima Pbn T.ul 

4641.79 LRnn"" 4509.14 4190.51 LRcwttM 4909.16 
ftalpU ~xpetodtt.R 

368.28 Tax 436.61 1716.90 Gmenl lllU-4 22.59 1906.83 
n:vmue Senka 

UM7.86 Sodal 9'l.ll 243.07 1241.19 
Senlca 

247.92 NaHax :283.lS S16.03 F.duc:aim, S'.23.44 100.:27 623.71 
reYalUC Sports. Art 

andeukure 
:2:29.21 Health 111d 193.S4 88.8:2 :28:2.36 

Family 
Welfare 

833.S7 Sble's 121:2.0S 164.SS W11« 180.ll :23.3S 203.46 
share of Supply, 
Union Slllitltim. 
taxa 111d Housing 
cUies andllrbm 

Dewilopm-
cm 

7.36 lnfonmtion 7.90 0 .71 8.61 
and 
Bro.dcut-
ing 

670.08 Non-Plan 330.S6 14.8:2 Welfare of 9.93 0.99 10.92 

~ Sdic:duled 
Culca, 
Sdlodl11ed 
uibelmd 
Other 
Badtward 
Clasac:a 

7.69 Labourllld 4.6S 4.46 9. 11 
ubour 
Wdfare 

1391.16 Orlllls for 2121.83 103.91 Social 73. IJ 24.47 97.60 
Stale Plan Wdfare111d 
Sdicmm Nulrilion 

4.29 Olbcn S.Sl - S.S:2 
123.78 Onmsfor 124.84 

Caual 
111d 
Caually 

~ 
red Plan 
Schemes 

1425.76 Eroaomk 1500.46 260.68 1761.14 
Senlca 

284.0S ~ 2LU1 126.8:2 340.33 
and Allied 
.J\aivaics 

68.86 Rural 39.32 2S.60 64.92 
Devdopm-
cm 

7:2.32 Special 80.70 29.63 110.33 
Areas Prog-
rammc:s 

90.38 lnigllion 72.62 38.96 lll.S8 
mdFlood 
Conlrol 

736.24 Fn<nrV 983.:24 - 983.24 
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fChapter-1 Accounts of the GovernmenA 

Receipts Dlsbunemenb 
1997-98 1998-99 1997-98 N•-Plan Plan Toto! 1991-99 

72.83 lndu:.try 46.27 28.36 74.63 
and 
Mineral~ 

29.6.S Transr~_ 24.97 0.02 24.99 
8.31 Scimcc. 0.68 3.94 4.62 

Todtnohgy 
and 
F.nvi.ruo-
mmt 

U.Rcvcoao 400.12 63.12 General 39.15 7.3.S 46 . .SO 
cleficil Eoonomic 
cariod ScrviO!S 
aver lo 

Scctioa -B 

451.27 II. Rcvmu~ 
Surpl~ 
Carried 
over to I 
Scd.ion-1) 

4641.79 Total -l909.26 4641.79 Total 4909.26 
Section-B 

161.15 UL Open- 162.71 
Ina Cub 
t..lance 
llldudlna 
Peno an-
eat 
A.clvaDtts 
udCuh 
Bal8ace 
blwlt-
•nl 

3.82 IV.Capt- 4.29 889.47 Ill. Capital 596.44 
t.i Outby 
recdllh 

38.98 General 35.03 35.03 
Su-vices 

236.54 Sod.al 10.55 199.95 210~ 
Su·vices 

24.92 Education, , 1.1 7 12 . .S8 ll.75 
Sports, Art 
and Cultw-e 

23.79 Health md 0.36 16 .73 17.09 
Family 
Welfare 

204.79 HoaaimgA 1.42 169.78 171.20 
Crbaa 
Dcvclonmeet 

0.61 Welfare of I O . .Sl O . .Sl 
Scheduled 
Cues ' 
Scheduled I 

tribes and 
Baclcward 
classes 

(-) 17.57 Social 7.60 0.33 7.93 
\I.' elf arc and 
~Ulrition - 613.95 Economk (-)22.47 373.JI 350.91 
Mrvkes 

36.08 Agricuhure (-)23.06 33.41 10.3.S 
and Allied 
Ad.ivitics 

22.84 Rural Dcvo- 0.()2 1.99 2.01 
IODTllall 

19.40 Special 0.56 24.30 24.86 
Areas Prog-
rammea 
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fChapter-1 

Receipts 
1997-91 

~ . 
l .n V. Rtt• 4.J9 

wn..or 
1-ru • IMI 
Ach'On~n 

lndu.<try 0.50 
and 
Mincnl~ 

3.17 Oovcrn· J .07 
mart 

servant' 
0 .65 0 th=> 0.72 
4~1.27 YI. R .. v. 

m u.. 
surplm 
broucht 
down 

4!1 1!1.11 VII. Pub-
lk ct .. bt 
rttripts-

1311.?!! lntanal 121.64 
dcOt other 
than 
Ways an<t 
~.:ans 

Ad\'anccs 
and 
overdraft 

~14.29 l..omn-S 446.36 
Adv-... 
from OOI 

3161.&4 Ovcnlraft 3973.61 
&om J&K 
Bank 

0.30 Vlil.App-
Nprbtloe 
lo Contln· 
lftK)' 

"'-! 

111MM IX. ....... --243.95 Small 241.1 1 
Savin~ 
Ind 
ProvMScn 
flmda 

58.6 1 Rc:.cr.oe 77.55 
flmda 

1998-99 

I 

. 

45-41.61 

0.09 

Illa.JI 

Accounts of the Governmen~ 

Disbu rsements 
1997-99 Non·Pt~n PlaR Total 1991-99 

37.15 lrrijpticrt 36.0 1 36.0 1 
mid Flood 
C<rlltOI 

l~l .20 EaClnl'I 142.n t4l.75 
20.64 lncklslry . 15.97 15.97 

81\d .. 
Mmwab ' .· 

204-91 T~ 10).)8 103.JI 
20.67 ~~ \ .. O.Ol 1;_51 15.58 

r 
&anorMc 

. .._; .•. 
Saviocs 

67.22 IV.Lo.Ill 61.08 .... 
Ad vAIK'ft 

38.25 lndll!lry 36.6 1 
mid 
Minerals 

20. 19 Road 20. 13 
Transport 

7.R2 Go\'crnmait 3.63 
servants 

0.96 Otli.:rs 1.63 
V. R .. v .. nu.. 400.12 
d .. tktt 

3923.35 VJ. R r pay· 4150.21 
mrnt of 
Publk 
IHbt 

3.31 lntanal 23.84 
ddit other 
than ways 
and means 
and 
overdraft 

311.11 ~yn~11t of 257.27 
lous 111d 
advances 
from OOI. 

360&.23 Repayments 3869.10 
of ov.:rdraft 

\l. Appro-
priatlon to 
ContJna~ncy 

Fvnd 

0.33 Elpend.1- 0.08 
tutt trom 
Coodntm-
o Flmd 

IZllJ.'l ~11l. 1'9k 12196..68 
-'-

120.04 Small 132.44 
Saving'I and 
Providalt 
f'wlds 

Racsvc 1.73 
flmda 
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1¢hap1er-1 Accounts o/tlle Governmellj 

Recelot1 D11bunement1 
1997-98 1991-99 1997-91 1991-99 

40.39 Suspense 175.61 169.20 Swpcmc 98.80 
and and 
Miscclla- Miscella-
neous neoul 

12001.7• Ranitt- 12073.17 12015.9S Rcmittana:a 11'99-'2 
lllCCS 

450.17 Dq>osils 452.87 508.24 Dcpoeita 464.19 
and md 
Advanoes Adv-

162.71 IX.c..b 223.G 

~-end 
19.56 Cash in 19.90 

Treasuries 
md Local 
Rcmittanoes 

20.19 Deposits 66.26 
with Binks 

4.15 Dcputmc:nt (·)3.66 
Cash 
Balance 
lnduding 
permanent 
Advances 

37.39 Calh 37.39 
Balance 
lnvC!llrna11 

8))42 RCllCIVc 103.59 
fund 
in YC!ilrna1l 

17916.51 T- 117n.tl 11'26.51 l'T72t.ll 

Explanatory Notes : 

l . The abridged accounts in the foregoing statements have to be read with comments and 
explanations in the Finance Accounts. 

2. Government accounts being mainly on cash basis, the deficit on Government account 
indicates the position on cash basis, as opposed to accrual basis in commercial accounting. 
Consequently, items payable or receivable or items like depreciation or variation on stock 
figures etc., do not figure in the accounts. 

3. Suspense and Miscellaneous balances include cheques issued but not paid and payments 
made on behalf of the State and other pending settlement etc. 

~- There was a difference of Rs 1 lakh between the figures reflected in the accounts under 
cash in Banks and the figures conveyed by the Finance Department. The difference was 
under reconciliation (August 1999). 
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Accounts of the Governmen4 

txhibit-n 

Financial indicators for Government of Jammu and Kashmir 

1994-95 1995-96 1996-97 1997-98 1998-99 

Smtainabllity 
BCR lits in crorc) (-) 955 (-) 620 (-) 1256 (-) 1626 (-) 2120 
Primary Deficit (PD) (Rs in (-) 493 (-) 100 742 (-) 313 389 
crorc) 
Interest Ratio 0 .18 0.08 0.04 0.16 0.13 
Capital outlav/Ca&>ital receipts 1.62 2.22 1.77 1.25 0.96 

Total Tax n:cciDts/GSDP 0 .15 0.14 0.13 0.14 0.17 

State Tax rccciDts/GSDP 0 .04 0.04 0.04 0.04 0.05 
Return on Investment ratio - - - - 0.36 

Fleubilm 
BCR lits in crorc) (-) 955 (-) 620 (-) 1256 (-) 1626 (-) 2120 

Capital rcpay111':nts/Capital l.06 0.51 0.14 0.52 0.46 
borrowinu 
State Tax receiDts/GSDP 0 .04 0.04 0.04 0.04 0.05 

Dcbt/GSDP 0 .63 0.55 0.59 0.58 0.55 
Vulnerabilm 
Revenue Deficit (RD) (Rs in - - - 400 
crorc) 
Fiscal Deficit (FD) (Rs in 136 267 953 502 1054 
crorc) 
Primary Deficit(-)ISurplus (+) (-) 4~3 (-) 100 (+) 742 (-) 313 (+) ~89 
(PD) (Rs in crorc) 
PDIFD (-) 3.62 (-) 0.37 (+) 0.78 (-)0.62 (+) 0.37 
RDIFD - - - - (+) 0.38 
Outslanding 
Guarantees/revenue receiots 0.09 0.18 0.18 g.13 0.13 
Assets/Liabilities l.23 1.31 1.28 1.32 l.23 

1. The interest payment in 1994-95, 1995-96 and 1997-98 were more than the fiscal deficit. 
hence the negative figure for primary deficit in these years. 

2. Fiscal deficit has been calculated as: sum total of Revenue and Capital expenditure 
including net loans and advances disbursed. less revenue receipts. 

3. In the ratio Capital outlay vs. Capital receipts. the denominator has been worked out by 
adding Internal loans (excluding overdrafts). Loans and Advances from Government of 
India; net receipts from small savings. Provident Funds etc. less by net loans advanced 
by State Government. 

4. · Capital repayments include disbursements under Major Head 6003/6004 less repayment 
on account of ways and mcaris advances/overdraft under both the Major Heads and 
repayment of non-plan loans under Major Head 6004. 

S. Capital borrowings include additions under Major Head 6003/6004 less by addition on 
accoum of ways and ~ advanccs/ovcrdraft under both the heads and receipts of 
non-Plan loans under Major Head 6004. 
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2. Introduction 

In accordance with the provisions of Section 81 of the Constitution of 
Jammu and Kashmir, soon after the grants under Sections 79 and 80 are made 
by the State Legislature, an Appropriation Bill is introduced for appropriation 
out of the Consolidated Fund of the State. The Appropriation Act passed by 
the State Legislature contains authority to appropriate sums of money from the 
Consolidated Fund of the State for the specified services. Subsequently, 
supplementary or additional grants can also be sanctioned by subsequent 
Appropriation Acts in terms of Section 82 of the Constitution of the Jammu 
and Kashmir. 

The Appropriation Act indicates the expenditure which has been 
voted by the Legislature on various grants and also the expenditure which is 
required to be charged on the Consolidated Fund of the State. The 
Appropriation Accounts are prepared every year indicating the details of 
amounts on various specified services actually spent by Government vis-a-vis 
those authorised by the Appropriation Acts. 

The objective of Appropriation audit is to ascertain whether the 
expenditure actually incurred under various grants is within the authorisation 
given under the Appropriation Acts and that the expenditure required to be 
charged under the provisions of the Constitution is so charged. It also 
ascertain·s whether the expenditure so incurred is in conformity with the law, 
relevant rules, regulations and instructions. 

2.1 The summarised position of Original and supplementary ?rants and 
expenditure there against in respect of 27 grants and appropriations is as 
follows. 
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Summary of Appropriation Accounts 1998-99 

Appropriation Accounts 1998-99 

Total number of grants 27 

Total provision and actual expenditure: 

Provision Amount Expenditure Amount 
(Rupees in (Rupees in crore) 

crore) 
Original: 6786.05 tol 73.48 

Supplementary: 696.66 
~ 

Total gross 7482. 71 Total gross 10173.48 
provision: expenditure: 

Deduct-Estimated 1329.48 455.56 
recoveries in 
reduction of 
expenditure 

Total net 6153.23 Total net 9717.92 
provision expenditure 

Voted and Charged provision and expenditure · 

Provision Expenditure 
(Rupees in crore) (Rupees in crore) 

Voted Char2ed Voted Char2ed 
Revenue 4584.14 709.58 4294.12 673.28 
Capital 1956.49 232.50 1055.87 4150.21 

Total Gross: 6540.63 942.08 5349.99 4823.49 
Deduct- 1329.48 -- 455.56 --

recoveries in 
reduction of 
expenditure • 
Total: Net 5211.15 942.08 4894.43 4823.49 

2.2 The summarised position of the actual expenditure during 1998-99 
against 27 grants/appropriations was as follows : 

... . 
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.,. .. BIUlr9 coe;;n 
(Rupees in crore) 

Nature of 0,;gtnal Supplemea- Total Actual Sariq(-)1 
expenditure granUAp~ tarygrant/ es.pen di- Exceu (+) 

ropriation Appropri~ hlJ'e' 
OD 

Voted 
Revenue 4176.62 407.52 4584.14 4294.12 (-) 290.02 
Capital 1713.55 183.82 1897.37 993.87 (-) 903.50 
Loans and 59.12 59.12 62.00 (+) 2.88 
Advances 

Total 5949.29 591.34 6540.63 5349.99 (-) 1190.64 
voted: 
Charged 

Revenue 604.26 105.32 709.58 673.28 (-)36.30 
Capital 
Public Debt 232.50 232.50 4150.21 ~+} 3917.71 

Total 836.76 105.32 942.08 4823.49 (+) 3881.41 
Charged 
Grand 6786.05 696.66 7482.71 ,0173.48' (+)2690.77 
Total: 

The overall excess of Rs 2690. 77 crore was due to net effect of 
saving of Rs 1494.48 crore (Revenue: Rs 576.05 crore~ Capital: Rs 918.43 
crore),and excess of Rs 4185.25 crore (Revenue: Rs 249.72 crore; Capital: Rs 
3935.53 crore) in respect of 26 grants and 4 appropriations and 6 grants and l 
appropriation respectively. 

2.3 Results of Appropriation Audit 

2.3.1 Excess expenditure requiring regularisation 

In the Revenue section there was an excess expenditure of Rs 249.72 
crore in 4 grants while in the Capital section excess amounted to Rs 3935.53 
crore in 3 grants and one appropriation as detailed below: 

(i) 

These are gross figures without taking into a£COunt the recoveries adjusted in 8CCOUDlS as 
reduction of expenditure tmda revenue : Rs 58.13 crore and capital; Rs 397.43 crorc 
The total expenditure stands inflated at lea..'11 to the extent of following: 
At the end of March 1999 Detailed Contingent Bills were not received, as requimt under Rules 
from 41 Drawing and Disbursing Officers in support of Rs 54.66 crore drawn oo Abstract 
Contingent Bills. In absence of Detailed Contingent Bills., the gent.Uomc. of the cxpcnditure 
could not be vouchsafed. 

(ii) Rupees 2.28 crore drawn in March 1999 by credit to civil deposits (Rs 1.78 ame) and bank 

(i) 

accowit (Rs 50 lakh). 
The expenditure was also UDdcrslatcd at least to the c::xtmt of: 
Rs 2.70 crore for which vouchers were not received from the tre&'JUries during the year and 
remained uoac.count.ed for in the beds of Accotmtant Geoenl (A.t:.E). 

(ii) Interest on Small Saving Providcol Funds, etc. not adjwltcd in accounts due to ooo-supply of 
information by the Finance Dcpm1maL 

(iii) 

(iv) 

Expenditw"C of Rs 8.68 crore booted undc:r Suspal8C (DqmtmaJla1 Adjusting Accouol) for wam 
of vouchers/supporting details. 
Expc:oditure of Rs I Lakh met out of rmtingmcy fund dllriJll l ~99 was not recouped 
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S.No Name of T ot;il grant or Expenditure Excess 
grant/appropriation appropriation (Percentage of 

excess) 
(Rupees in crore) 

I. Revenue Voted 
I. 4-lnfonnation 8.32 8.61 0.29 (3) 

2. 5-Ladakh Affairs 105.03 112.81 7.78 (7) 

3. 6-Power Development 865 .53 993.80 128.27 (15) 

4. R-Financc 320.91 434.29 113.3K(35) 

Total : 1299.79 1549.51 249.72 

II. Capital Voted 

5. 8-Financc 4.00 4.60 0.60(15) 

6. 23-Public Health 96.65 11 3.15 16.50(17) 
Engineering 

7. 27-Fishcrics 2 .70 3.42 0.72 (27) 

Total 103 .35 121.17 17.82 

Ill. Capital Charged 

8. 8-Financc 232.50 4150.21 3917.71 
( 1685) 

Grand Total : 1635 .64 5820.89 4 185.25 

The excess expenditure of Rs 4185.25 crore over the provision . in 
these 8 cases, mainly due to clearance of overdraft obtained by the Jammu and 
Kashmir Government from Jammu and Kashmir Bank Limited. fo~ meeting its 
ways and means requirement's, and for purchase of power• by. the Power 
Development Department. requires regulafisation under Section 82 of the 
Constitution of Jammu and Kashmir. 

It is noteworthy that in case of 5 grants there was excess expenditure 
of Rs 266.64 crore despite obtaining supplementary grants of Rs 71.65 crore. 
This reflected the failure of the departments not only to assess the requirement 
of additional funds even at the fag end of the year but also inadequacy of the 
system of monitoring the trend of expenditure under various heads of account. 

2.3.2 Excess over grants in previous years not regularised 

As per section 82 of the Constitution of the Jam mu and Kashmir it is 
mandatory for the State Government to get the excess over a 
grant/appropriation regularised by the State Legislature. However, excess 
expenditure of Rs 18582.11 crore for the years 1980-81 to 1997-98 as per 
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details given below was pending with the Finance Department for 
regularisation. 

Year No. of Grants/ Grant/ Appropriation No. Amount 
Appropriation (Rupees in 

crorc) 
1980-81 16 l,5,6,7,8,9, 12, 13.14.16.18, 19.20.21.22.23 . 227.90 

1981-82 13 1.3,5,6,8, 13,14, 16.18.19. 20.21.23 41 .99 

1982-83 IO 6,8,9, 12, 14.18.19,21.22.23 119.74 

1983-84 12 1.5.6,7,8,14,18.19,20.21. 22.23 176.75 

1984-85 IO l ,6,8, 10, 14.16.18. 19.21.23 65.42 

1985-86 IO 1,4,6.10.17.18, 19,22.23.26 l'J.64 

1986-87 15 1,2.4.6, 7,8, 10.13.18.19.20.22.23.25.26 I04.22 

1987-88 17 1,2.3.5.6,8. 10.12, 13 , 18. 19.2 1.22.23.24.26. 177.32 
27 

1988-89 14 l.2,8,9, 10. 12.13, 15.17. l 8. 22.23.26.27 .nx.42 

1989-90 9 1.7.8, 11 , 12.20.21 ,23,24 205 .23 

1990-91 11 l ,2,5.8, 12, 17, 19,21,23,25,26 ~27 .72 

1991-92 13 1,2,5,7,8, 11 , 12, 14,21,22. 23.26.27 1152.23 

19Q2-93 14 1.4,5.8, 10.11, 12, 14, 16,20. 21.23.24.26 1029.71 

1993-94 17 2,3.5.8.10. 12.13.14.1'7. 18. 1730.03 

20.21 .22.23.24.26.27 

1994-95 14 5.6.8.9. 10.12.1 3. 14.20.2 1. 23.24.26.27 2057.49 

1995-96 19 2.5.6.8.9.10.11.12, 13.16. 2936.89 
17 . 18.20.21 .23.24,25.26.27 

1996-97 18 2.4.5.6.8.10.11.12. 13. 14. 1~82 .20 

16.18.20.21 ,23.24.26.27 
1997-98 16 1.2.4.6.8.9, 12. l-J . 16.18,21.22,23,24.26,27 4189.21 

Total 18582.11 

2.4 Savings under various grants/appropriations 

2. 4.1 Unnecessary/excessive. supplementary provisions 

Savings in a grant or appropriation, indicate that the expenditure 
could not be incurred as estimated and planned. It points to poor budgeting or 
shortfall in p~rfonnance depending upon the circumstances under and the 
purpose for"which the original grant or appropriation was provided. 

In 26 cases, relating to 18 grants and 1 appropriation (Appendix-2), 
supplementary provisions of Rs 335.32 crore were obtained in anticipation of 
higher expenditure. However, the final expenditure of Rs 1870.86 crore was 
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even less than the original grant of Rs 2263 .64 crore. The savings of Rs 
728.10 crore thus, exceeded the entire supplementary provision amounting to 
,Rs 335.32 crore indicating unnecessary allotment of additional funds in these 
cases. 

In 8 other cases, relating to 4 grants and 3 appropnat1ons, 
supplementary grants aggregating Rs 291.02 crore were obtained against the 
requirement of Rs 144.19 crore resulting in saving of Rs 146.83 crore 
(Appendix-3). 

Apart from these cases, savings in 9 grants exceeded l 0 per cent of 
the budget provision and were more than Rs 50 lakh in each case as detailed in 
Appendix-./. Large-scale savings indicated over estimation of requirement of 
funds. 

2. 5 Flow of expenditure 

Financial rules require that expenditure should evenly be distributed 
throughout the year. Rush of expenditure particularly in the last quarter and 
also in the closing month is to be regarded as breach of financial rules. 
Quarter-wise expenditure (net) during 1998-99 as also expenditure in the 
month of March 1999 under revenue and capital sections incurred by the State 
Government is detailed below: 

{Rupees in crore) 
Total expenditure Percentage of total 

(Revenue and Capital) expenditure 
{RuEees in crore} 

First quarter 726.18 13 

Second quarter 1069.53 19 

Third quarter 1185.22 22 

Fourth quarter 2524.77 46 
{525 .35~ {10} 

Total 5505.70 

(Figures in brackets represent expenditure in the month of March) 

As can be ~ from above, that the flow of expenditure was not 
evenly distributed throughout the year, in spite of issue of wami ng slips by the 

•· Accountant General (A&E) from time to time. 
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2. 6 Persistent excesses/savings 

2. 6. 1 Persistent excesses 

Persistent excesses of more than 10 per cent over the budget 
provisions were noticed during the years 1996-97, 1997-98 and 1998-99 in the 
following grants/appropriations: 

S.No Name of 
grant/appropriation 

I. Capital- Voted 
1. 23-PubHc Health 

Engineering 
2. 26-Fisheries 
II. Capital- Charged 
3. 8-Finance 

2. 6. 2 Persistent savings 

Amount of excess 
(Rupees in crore) 

1996-97 1997-98 1998-99 

16.74 13.10 16.50 

1.01 1.38 0.71 

3112.39 3695.78 3917.71 

Persistent savings of more than I 0 per cent were noticed during the 
years 1996-97, 1997-98 and 1998-99 in the grants/appropriations detailed in 
Appendix-5 

2. 7 Budgetary Control 

2. 7.1 Expenditure without budget provision 

No expenditure is to be incurred, unless it has been provided in the 
budget estimates. However, during the year 1998-99, expenditure of Rs 
519.76 crore was incurred under 43 major heads of account (18 grants) 
without provision for such expenditure having been. made in the budget for 
which reasons were not intimated by the concerned departments (September 
1999). Expenditure in absence of budget provision reflects financial 
indiscipline and lax monitoring system of the concerned 
departments/controlling officers. Details of cases covered under this category 
are given in Appendix-6. 
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2.8 Unutilised provisions and surrender thereof 

Rules require that all savings should be surrendered as soon as the 
possibility of savings is foreseen given the trend of expenditure. Savings 
should also not be held in reserve for possible future excess. 

In the accounts for the year 1998-99, it was noticed that against final 
savings of Rs 1494.48 crore relating to 26 grants and 4 appropriations no 
amount was surrendered during the year though the savings in 22 grants and 3 
appropriations had exceeded more than Rs one crore in each case. Non
surrender of funds deprived the Government of the opportunity to transfer 
these funds to other needy sectors. 

2. 9 Recoveries as reduction of expenditure 

The demands for grants and appropriations, presented to the 
Legislature are framed for gross amount of expenditure without taking into 
account the recoveries arising from the use of stores procured in the past or 
transfer of expenditure to other concerning departments. These anticipated 
recoveries and credits are separately shown in budget estimates and actuals 
adjusted in the accounts as reduction of expenditure. Appropriation Audit, 
however. is done by comparing gross expenditure with gross amount of grant. 

In the Revenue Section against the estimated recoveries of Rs 689.24 
crore, actual recoveries were Rs 58.13 crore only. Similarly, in the Capital 
Section, aga_inst the estimated· recoveries of Rs 640.24 crore, actual recoveries 
were Rs 397.43 crore. The shortfall occurred mainly under Grants, No 6-Power 
Development Department (Rs 610.14 crore), l6-Public Works Department 
(Rs 11 .73 crore), 22-IrrigatiCJll and Flood Control Department (Rs·2 crore)·and 
23-Public Health Engineering f?epartment (Rs 5 crore) in Revenue Section 
and Grants No. 12-Agriculture Rural Development and Co-operative 
Department (Rs 10.56 crore) and 15-Food Supplies and Transport Department 
(Rs 23 .21 crore) under Capital Section. Grant-wise details of deviations from 
the original estimates are given in the Appendix-2 to the Appropriation 
Accounts 1998-99. 

2.10 Non-reconciliation of departmental figures of expenditure 

Standing instructions of the Government require that expenditure 
booked by the departmental controlling officers should be reconciled 
periodically with the expenditure figures booked by the Accountant General 
(Accounts and Entitlement). Such reconciliation enables the departmental 
officers to exercise proper control over the expenditure. As of 3 1 August 
1999, 180 controlling officers, out of221 had not completed the reconciliat!on 
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in respect of expenditure of Rs 3331 crore, which constituted 34 per cent of 
the total revenue and capital expenditure. 
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Agriculture production and Rural Development Department 

3.1 Rural Employment Generation Programme 

Highlights 

Rural employment generation programmes aiming at alleviating 
rural poverty and providing employment to under and unemployed rural 
poor have been under implementation in the State for about two decades. 
The overall achievement under these programmes has, however, been far 
from satisfactory. The programmes had little impact due to inadequate 
provision of funds, lack of planning and monitoring in providing wage 
employment to the target group and creating durable and productive assets 
for insuring sustained employment Carrying out of a large number of petty 
and sporadic works without identifying the basic need structures of each 
area, non-prioritization of activities, diversion of funds, execution of works 
through contractors and lack of holistic approach contributed to the tardy 
implementation of the programme. There was a need for reassessing the 
relevance of the implementation of wage employment programme in such 
areas of the State which attracted migrant labour from outside the State and 
ensure its implementation in hilly and backward areas strictly in accordance 
with the prescribed guidelines. 

ll!il~~f~§~~~~f~~?}~ 
(Paragraph: 3. l.4.2) 

:!!fa1]1$ltt~$-:$W.eoffijaj(ls.feU .sb,ort by~ 1.93 crore during 1993-99. 
(Paragraph: 3. l.4.2 (b)) 

•JE:!:g ~2~~ .. ~;' ,:O"';u:::edord':!;! 
(Paragraph: 3.l.4.2 (d)) 

~,:a_:i:-c:::m~:~ 
(Paragraph: 3.1.5.l) 
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.. . 

• . The reported claim of providing wage .employment of 781.16 lakh 
mandays during 1992-93 to 1998-99. was ·tktJtioq' u it was not based 
OD muster rolls and was instead anivtd· ·at DOU.aaDy by dividing 
assumed wage component by the minimum wage ntes. 

(Paragraph: 3. 1.6) 

• The p~rammes were executed through contracton ia violation of 
the guidelines resulting in payment of • part of fundt, estimated at Rs 
31.91 crore as profit to contracton/mates. 

(Paragraph: 3.1.7.3) 

• Funds amounting to lb 6.25 crore meant for special innovative 
projects, were instead spent on various rural development and poverty 
alleviation programmes which were not innovative. 

(Paragraph: 3.1.11) 

• The programmes were neither property monitored nor was their 
impact on combating unemployment/underemployment assessed. 

(Paragraph: 3.1.12) 

3.1. / Introduction 

With a view to combat unemployment and underemployment in rural 
and backward areas of the Country, a number of Rural Development and 
Employment Generation Programmes were launched by Government of India 
during successive Five Year Plans. JR Y and EAS'a were two such wage 
employment programmes which were launched in the State from June 1989 
and October 1993 respectively. While the primary objective of the JR Y was to 
generate additional gainful employment in rural areas for the unemployed and 
underemployed people living below poverty line, the objective of EAS was to 
provide assured gainful wage employment for 100 days each year during the 
lean agricultural season to two adults in the age group of 18-60 of each needy 
family. The secondary objective of the JRY and EAS was the creation of 
durable and p~oductive community assets for sustained employment and 
economic development. The envisaged objectives were to be achieved by 
taking up of works for water and soil conservation, land protection. 
afforestation, minor irrigation, watershed development besides construction of 
link roads, buildings for schools, etc. 

3.1.2 Organisational set-up 

Rural Development Department was the nodal agency for 
implementing the schemes at the State level . At the block/district level the 

• JRY- Jawahar Rozgar Yojfta 
't.t EAS-Employment Asstuance Scheme 
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Funds pro,·ided were 
inadequate to achic,·c 
the objecti\·c of 
1>ro,·idinJ! 100 da~·s 
assured waj!c 
cmplo~·ment to 1tll 
rcJ!istcrcd J>Crsons 

programmes were implemented by BDOs• and Assistant Commissioners 
(Development). Directorates of Rural Development (Jammu/Kashmir) 
monitored the pr9gramme at the Divisional level. 

3.1.3 Audit cm•eri1ge 

The implementation of the JR Y for the period from I 989-90 to 1993-
94 and EAS from 1993-94 to 1995-96 was reviewed in audit and comments 
included at paragraph l .2 of the Audit Reports of the Comptroller and Auditor 
General of India for the years 1993-94 and I 995-96. The implementation of the 
programmes for the period from 1992-93 to 1998-99 was test-checked in audit 
during December 1998 to May 1999 in 5&. (expenditure: Rs I 3 5. 95 crore-3 I 
pa ce111) out of 14 districts (expenditure: Rs 440.88 crore). The results 
thereoC supplemented by information obtained from Rural Development 
Department, Directors of Rural Development (Kashmir and Jammu) and 11 
blocks. are brought out in the succeeding paragraphs. 

The services of ORG-MARG were commissioned by the Comptroller 
and Auditor General of India with a view to gauge inter-alia, beneficiary 
perception of the programme and related matters. The ORG-MARG carried 
out survey over a sample of 3 districts. Significant findings · of the survey on 
matters discussed in the Report have also been included in this review at 
appropriate places. 

3.1.4 Financial outlay and expenditure 

3.1.4.1 Funt/in;: pattern 

The expenditure under both the schemes was to be shared between 
the Central and State Governments in the ratio of 80:20. The Central and State 
shares for each di strict are released by bank drafts to Assistant Commissioners 
(Development) through District Development Commissioners for further 
release to BDOs. The funds provided (Central and State share) were 
inadequate for providing I 00 days assured wage employment in each year to all 
the registered workers. Against Rs 397.25 crore required for providing I 00 
days assured wage employment to 6. 81 lakh registered workers. each year. 
during 1997-98 and 1998-99. Rs 132.67 crore (33 per cent) and Rs 91.3 1 
crore (23 per ce11t) only were available during these years under the two wage 
employment schemes. Thus. due to inadequacy of resources. implementation of 
the programme was resource driven instead of being target oriented. 

• BDO- Block Dcvc.:lopmcnl Ollii;.:r 
" SnnaE?ar. Pulwama. Jwrunu. Kathua. anJ I Jdhampur 
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Utilisation of funds 
ranged between 34 
and 83 per cent 

Deduction of Rs 5.05 
crore made from the 
Central assistance 

3.1.4.2 Provision of funds anti expenditure 

Funds released by Central and State Governments and expenditure 
incurred there against during 1992-93 to 1998-99 was as under: 

(Rupees in crorc) 
Year Unspent Central State Other Total Expendi- Closing 

opening share share receipts funds lure ha lance 
balance released released avai lable (Percentage 

of dosing 
balance to 
tota l funtls 
avai lable 

1992-'>3 7.40 17.12 07 0. 13 29:52 2 1.1 9 8.:n (28) 
199VJ4* 8.:n 29.60 6.97 44. 90 15.4 1 29.41) (66) 
I 994-'JS • 29.4') 52.04 4.7 1 0.22 86.46 61.52 24 . 94 (29) 
I 995-% * 24 .94 87.83 21U I 0.44 ID.52 92.49 41.03 ( 3 I ) 
1996-'>7 4 1.03 52.96 22.7 1 I I 6.70 65.72 50.98 (44) 
1997-98 50.98 59.28 21.87 0.54 132.67 110.50 22. 17 ( 17) 
1998-')9 22. 17 60.27 6.40 2.47 91.3 1 74.05 17.26 ( 19} 

Total: 359. 10 87.84 3.8o• 440.88 

The unspent closing balance at the end of each year from 1992-93 .to 
1998-99, ranged between Rs 8.33 crore and Rs 50.98 crore which c011stituted 
17 w 66 per cent of the total funds available during these years. The guidelines 
of JR Y stipulate'd that in cases where unspent opening balance in a district 
exceeded 15 per cent of the district allocation during the previous year, Central 
share of the excess over 15 p er cent was to be deducted at the time of release 
of second instalment. The guidelines further provided deduction from Central 
assistance for fai lure of the State Government to release its share fully, shortfall 
in expenditure on SC/ST sector and incurring expenditure on administration in 
excess of the prescribed limit, etc. It was noticed that the shortfall in 
expenditure resulted in carry forward of unspent balances in excess of 15 per 
cent entailing a deduction of Rs 1.47 crore in 7 "' districts during 1995-96 to 
1998-99. A further deduction of Rs 3.58 crore was made fro m the Central 
share during this period due to late r~ceipt of proposals from the State 
Government (Rs 1.42 crore), short release of State's share (Rs 0.99 crore), 
expenditure on administration in excess of prescribed ceiling (Rs 0.45 crore) 
and shortfall in expenditure on SCs/STs (Rs 0. 72 'crore). Test-check revealed 
that, besides excess expenditure on administration fo r which deductions were 
made by Central Government, administrative expenses of Rs 0 .94 crore (JRY: 
Rs 0.55 crore; EAS: Rs 0.39 crore) over and above the ceiling limit of 2 per 
cent were also incurred in 5 test checked districts during 1995-96 to 1998-99 
(January 1999) of which Rs 0 .36 crore was reported as expenditure on works 
in 9 test-checked blocks. Following further points were noticed: 

lnclud..:s funds rclcasetl under Indira Awas Yojna 
• Represents interest on bank deposits. 
'I' Budgam, Srinagar, Kathua, Pulwarna, A11antnag, Kupwara and Poonch. 
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Figures of unspent 
balances as per 
'Progress reports 
understated 

The State's share 
of funds released 
short by Rs 1.93 
crore 

Avoidable 
expenditure of Rs 
22.80 lakb 

Pro~ramme funds 
aggreg,ating Rs 
2.91 crore 
dh·crtcd on 
llctivitics out.side 
the purview of the 
programme 

(a) The unspent balances at the end of each year from 1993-94 to 1998-
99 as per progress reports, sent to Central Government, were understated and 
were at variance with the actual balances. Further, expenditure reported to 
Central Government as per progress reports, expenditure as per certified 
accounts and figures of expenditure for which utilisation certificates were sent. 
were at variance. The variations/discrepancies had not been reconciled (Apr\! 
1999). The details of variations in the unspent balances and the expenditure 
figures are indicated in Appendix-7. 

(b) The matching share released by the State Government fell short by Rs 
1.93 crore (EAS: Rs 1.68 crore; JRY: Rs 0.25 crore) during 1993-99. Reasons 
for short release of funds were awaited (October 1999). The State Government 
had to release Central assistance including its matching share to the 
implementing agencies within two weeks. There were, however, delays ranging 
from one to nine months in release of State's share of funds to the 
implementing agencies during 1992-99. 

(c) The State Government was required to make provision in the Budget 
for releasing the State's share. It was, however, observed in audit that while 
provision was made in the Budget during 1992-93 and 1993-94. the State's 
share of funds was released through bank drafts from 1994-95. This-.resulted in 
avoidable expenditure of Rs. 22.80s lakh on payment of bank commission -
during 1994-95 to 1998-99. 

( d) The guidelines of JR Y and EAS prohibit diversion of funds from one 
scheme to another, nor were the funds to be utilised as a substitute for State 
Plan or non.:. Plan funds. While 1 O per cent JR Y . funds could be spent on 
maintenance of assets, such expenditure was not permissible under EAS. Test
check, however, revealed that funds aggregating Rs 2.91 crore (EAS: Rs 2 . 3~ 

crore; JR Y: Rs 0. 54 crore, sufficient for generating 6. 21 <1> lakh mandays 
approximately), were utilised during 1994-99 (January 1999) on 
items/activitie:: which were outside the purview of the Programme as detailed 
below:- · 

At the rate of Rs. 3 per thousand 
Estimated on the basis of asswned expenditure on wages at minimwn of 60 per celll and 
minimwn wage rate of Rs 28. 

40 



2.99 lakb family 
cards issued against 
2.04 lakb penons 
registered in 
Katbua, Udbampar 
and Jammu district 

BPL lisu prepared 
by District Rural 
Develop meat 
Agacia,not 
utiliJed for 
providia1 
employment 

S.No. Purpose for which diverted 

l . Repair and improvement works 
2 . Construction of buildings under State/Central 

schemes 
3. Desiltting of Khu/ls 
4 . Purchase of colour TV sets, Refrigerator, Geyser, 

furniture, serving of departmental lunch, hiring of 
taxis~ etc. 

5. Indira Awas Y.ojna 
6. Engagement of daily wagers for watch and ward of 

nurseries/closures 
Total 

J.1.5 Planning 

Amount 
(Rs in crorc) 

1.72 
0.53 

0.05 

0. 1 l 

0. 10 
0.40 

2.91 

J.J.5.1 Identification and registration of persons seeking employment 

Identification and registration of persons seeking employment was a 
pre-requisite for effective implementation of the Rural Employment Generation 
Programme. Under EAS, persons in need of employment had to apply to 
Village Panchayats and eligible persons had to be registered. Every registered 
person was to receive a family card indicating the details of his family and total 
employment provided to each worker from year to year under various wage 
employment schemes. Test-check of records revealed that in Jammu Division, 
against l.58 lakh registered persons ih Kathua and Udhampur districts, 2.74 
lakh family cards were issued to Block Offices while in Jammu district only 
0.25 lakh cards were issued against 0.46 lakh registered persons. Records 
indicating as to whether these cards were isslied to registered p~rsons had not 
been maintained at any level. Test-check further revealed that family cards 
purchased at the rates ranging between Rs 3.75 and Rs 4 .60 and issued in 3 
test-checked districts were unsuitable for the purpose of recording details of 
employment, due to their small size and insufficient space. The expenditure of 
Rs 11 . 78 lakh incurred on purchase of family cards thus, did not fully serve the 
intended purpose. · 

Lists of persons living below poverty line had been prepared by 
District Rural Development Agencies (on 1991-92 price index with annual 
income below Rs. 11000). Test-check, however, revealed that these lists were 
not used for providing employment under the JRY. While 6.81 lakh persons 
were reportedly registered under EAS in the State, test-check of records in 11 
blocks (five districts) disclosed that the figures of registered persons reported 
by Block Development Officers and Assistant Commissioners (Development) 
were not based on any tabulated village/panchayat-wise data. In Srinagar and 
Pulwama districts of Kashmir Division no person had actually been registered. 
In the test-checked blocks of Jammu Division, authenticated records of 
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Registered persons 
enlisted in Jammu 
Division included 
persons below 18 and 
abo,·e 60 years of 
age, retired 
Gonrnment 
em1,lc1~·eci1, skilled 
labour and 
businessmen, etc. 

Shelf of projects not 
prepared 

Annual action plans 
rep reseated 
conglomeration of 
sporadic works 
without identif~·ing 

tl'!e basic need of 
each area 

Prescribed sectoral 
weightage in 
execution of ft'Orks 

not obsen·ed 

registration indicating age, date of registration, land holding, etc. had not been 
maintained. The beneficiaries registered included person~ below 18 years and 
above 60. years of age and persons who were retired Government servants, 
skilled labour or running their own business and persons belonging either to 
other States or to other blocks/districts which was in contravention of EAS 
guidelines. The ORG-MARG survey revealed wrong selection of beneficiaries 
as one-third of total sample beneficiaries under JRY and one-half of EAS 
beneficiaries had annual income above poverty line. Besides, the survey 
brought out that no women beneficiary had been assisted under the programme 
and that programme benefits did not reach the poorest of poor households. In 
light of this as also in view of the fact that the State attracts migrant labou_r 
from other States (Bihar, Uttar Pradesh, Madhya Pradesh and Orissa), the 
relevance and efficacy of the employment generation programmes in the State 
except for some backward and hilly areas, was doubtful. 

3.1.5.2 Formulation of works programme 

The guidelines of the JR Y envisaged preparation of a shelf of projects 
indicating economic viability and financial feasibility of each project. These 
shelf of projects were to be prepared by the State Government/district 
administration and got approved by State Level Sanctioning Committee. Under 
EAS, the implementing authority had to prepare shelf of projects of durable 
and productive works after a detailed survey. Based on the shelf of projects 
and priortisation of activities, annual action plans were to be prepared 
according to availability of funds and oo the basis of potential for sustained 
employn)ent and development. No such shelf of projects was however, 
prepared at district/block level in the test-checked districts. Only annual action 
plans were prepared as a conglomeration of sporadic works without identifying 
the basic need structure of each area and preparing spatial plans thereof. Test
check, further, revealoo that in Udhampur District, 357 works not included in 
annual action plan had been unauthorisedly executed during 1994-95 at an 
estimated cost of Rs 1.16 crore. 

The guidelines issued (June 1996) by the State Government provided 
for Sector-Wise weightage in allocation of Programme funds. Allocation was to 
be utilised for construction of link roads (30 per cent), public community 
buildings as per felt needs (30 per cent), village level local demand works ( 15 
per cent), minor irrigation works (I 0 per cent), beneficiaries-oriented works 
(10 per cent) and field protection. works (5 per cent). It was seen that none of 
the test-checked implementing .agencies had adhered to the prescribed 
weightage. Emphasis was given more on village level local demand works and 
the expenditure of Rs 6 crore on these works during 1995-96 to 1998-99 
ranged between 26 and ·61 per cent and exceeded the prescribed weightage of 
15 per cent by Rs 3.38 crore With the result other sectors constituting 85 per 
cent were not covered to the desired extent. Reasons for non-adhering to the 
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Average 
employment of 24 
and 15 days in 
1997-98 and 1998-
99 provided against 
en~isaged 100 days 

Figures of 
eqJployment 
generated arrived 
at notionally by 
dh·iding assumed 
expenditure on 
wage by minimum 
wage rates 

Percentage 
expenditure on wage 
component in 509 
works was 40 
against the 
prescribed 60 

prescribed sectoral weightage ·were not intimated. No beneficiary-oriented 
works had been implemented except in Srinagar block during 1997-98. 

3.1. 6 Generation of employment 

The main objective of EAS scheme was to provide assured wage 
employment of 100 days during lean agricultural season in manual work to the 
needy persons up to a maximum of two members per family. While no targets 
for employment generation were fixed, 781.16 lakh mandays (JR y•: 289. 69 
lakh; EAS: 491.47 lakh) were reportedly generated during the period 1992-93 
to 1998-99. The average cost for generating each manday during 1994-95 to 
1998-99 ranged between Rs 42 and Rs 74. For 6.81 lakh registered workers 
during 1997-98 and 1998-99, 161.35 lakh mandays were reportedly generated 
during 1997-98 and 99. 50 lakh mandays during 1998-99. Thus, on an average, 
employment of 24 days and 15 days only was generated in these years against 
envisaged minimum of 100 days. Further the figures of m~ndays generated 
were fictitious as these were not based on the data worked out from muster 
sheets and were notional figures arrived at by dividing assumed expenditure on 
wages by minimum wage rates. Details of the number of registered persons 
including SC/ST people who were provided employment each month had not 
been maintained and monitored. Though guidelines provided wage employment 
to 30 per cent women workers, no woman worker was engaged except in stray 
cases in Srinagar, Bamoti and Udhampur blocks. 

According to survey of ORG-MARG, the average number of days for 
which employment was provided under ·EAS was 16 only. Thus, the 
preliminary objective of the EAS to provide 100 days assured employment to 
the needy persons was, thus, not planned, executed and monitored due ~~ 
which "Assurance" was not realised. 

3. 1. 7 Payment of wages 

3.1. 7.1 Lower expenditure on wage component 

According to the guidelines, all works to be executed under' the wage 
employment programmes should be labour intensive and at least 60 per cent of 
the Programme funds were to be u·tillsed for payment as wages to unskilled 
workers and the remaining 40 per cent was to cover the material cost and 
wages of skilled labour. Test-check of 509 works (JR'!: 164; EAS: 345) 
executed at a cost of Rs 2.19 crore for which muster rolls were available, 
revealed that expenditure on wage component was Rs 0.87 crore which 
worked out to 40 per cent against the prescribed percentage of 60. ORG
MARG survey had also o.bserved a shift, with emphasis on creation of 
permanent capital intensive assets rather than required provisio!l for wage 

Includes MWS 
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employment. The basic objective of generating employment and utilising 
minimum of 60 per cent of programme funds for payment of wages was not 
thus, fulfilled. 

J. l. 7. 2 Improper/non-maintenance of muster rolls 

Payment of wages to the registered workers had to be ensured by 
maintaining muster rolls duly autheriticated and countersigned by Block 
Development Officers. A copy of the authenticated muster sheet was to be 
kept by the village level worker for his own record. The muster sheets were, 
inter a/ia, to indicate wages paid and volume of work done for ensuring that 
wages paid were commensurate with the work done. 

Out of 1532 test-checked works (JRY: 736~ EAS: 796) in eleven 
blocks, muster rolls were not prepared for 1058 works (cost: Rs 3.56 crore), as 
a result of which proof of payments made to the persons was not on record. 
Muster sheets, wherever available, were either without acquittance of persons 
or did not indicate the volume of work done by each person nor were these 
countersigned/ authenticated by BDOs in any case. The genuineness of these 
muster sheets was thus, doubtful. Test-check further revealed that in eight@ 
cases payments to persons were purportedly made on 31 September 1995, 29 
February 1997, 31 April 1997, 31 June 1997, 29 February 1998 and 31 
September 1998. The wages had been paid at the rate of Rs 50 per day to 
unskilled labour in Srinagar/Pampore blocks which was. more than the 
prescribed minimum wage rate of Rs 28/Rs 35 per day. The survey of the 
ORG-MARG also found muster rolls carrying fal~ names and most of these 
rolls not updated. Besides, no acquittance was obtained on muster rolls from 
two-third of the persons paid. 

J. J. 7.J Appointment of contractors/middlemen 

The guidelines of the wage employment programme envisaged 
execution of works departmentally and prohibited engagement of contractors 
or middlemen for ensuring that full component of wages reached the workers 
directly and programme funds were not diverted for payment as profit · to 
contractors/middlemen. However, except in case of EAS works, which were 
taken up departmentally in Jammu Division from 1996-97, works had been 
executed thr~ugh contractors called 'mates' without ensuring that only persons 
among the target group were engaged on these works. ORG-MARG survey 
al5o revealed that more than 90 per cent of the beneficiaries had worked under 
contractors, middlemen and more than 70 per cent were even paid by them. In 
EAS, middlemen/contractors were found to be playing a major role not only in 
execution of projects but also in sourcing of labour. 

8 One mcb OfBhalwal, Dlmsal and Cbenani blocts, two of Srinagar block and three of Painpore 
block 
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Thus, the objective of the two schemes to provide direct employment 
to the target group was not achieved and part of the funds aggregating Rs 
31 . 91 crore was used as profits• to contractorslmate.v during 1992-93 to 1998-
99. 

3.1. 8 Execution of works 

JR Y and EAS funds were required to be utilised for creation of 
economic infrastructure and durable productive assets for sustained 
employment and continued benefits to the rural poor. 1.22 lakh works (JRY: 
0.52 lakh, EAS: 0.70 lakh) involving expenditure of Rs 396.12 crore were 
taken up during the period from 1994-95 to 1998-99 against which I . I I lakh 
works (JRY: 0.48 lakh; EAS: 0.63 lakh) had reportedly been completed. The 
position of the spill over works at the start of year, new works taken up, 
number of works completed and the spill over works at the end of each year 
from 1995-96 to 1998-99 in the test-checked blocks emerging from records 
was as under: 

Year Number of works taken up No. of works No. of spill Percent-
completed over works at age of 

the close of the spill over 
year works to 

total 
works 

S~ill over New Total 
1995-96 NA NA 21314 14755 6559 31 
1996-97 7700 21081 28781 18358 10423 36 
1997-98 12450 24538 36988 28550 8438 23 
1998-99 13937 19248 33185 2t904 11281 3-' 

The percentage of incomplete works to total works during the period 
1995-99 ranged between 23 and 36. The spill over works at the end of each 
year were at variance with the figures of spill over works carried forward in the 
next year. Reasons for the same were not intimated, nor had the discrepancies 
been investigated. The ORG-MARG survey had also noticed that a large 
proportion of works remained incomplete at the end of the year. 

In the test-checked blocks, out of 1532 works (JRY: 736~ EAS: 796) 
examined in audit, 593 works had· been executed during 1995-99 without 
obtaining Administrative Approval or Technical Sanction. J I works taken up 
during 1994-95 to 1997-98 had been abandoned resulting in wastefuVunfruitful 
expenditure of Rs 0.25 crore thereon. It was also observed that prescribed 
check certificates recorded on the work bills by engineering staff and pass 
orders recorded by the BDOs were undated in all the cases despite orders of 

• At asswned I 0 ~r cent profit margin. 
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the GovemmeQt (June 1996) to record dated check certificates. Taking up of 
the works without obtaining Administrative Approval/T~chnical Sanction and 
abandoning of works indicated poor control mechanism and inadeqµate 
exercise of supervisory control. 

3.1. 8.1 Selection of works 

The type and nature of works taken up in the test-checked blocks 
during 1995-96 to 1998-99 (January I 999) is indicated in the Appendix-I'/. 

It would be seen from the Appendix that out of 6885 works, 1449 
works (21 per cent) were taken up at a cost of Rs 3.33 crore for providing 
civic amenities viz. bathrooms, toilets, lanes/drains, playgrounds, passenger 
sheds. etc. which did not result in creation of economic infrastructure and 
productive assets as envisaged. Activities of watershed development, water and 
soil conservation, reclamation of waste lands, pasture development and 
development of pisiculture which would generate sustained employment were 
generally ignored. Compact area approach was missing and instead disjointed 
works were taken up without any integrated plans. 

J.1. 8. 2 R11ral link roads 

Government of India guidelines envisaged taking up construction of 
rural link roads as per ~he master plans of each district. No such master plans 
for linking unconnected villages in a phased manner had, however, been 
prepared. Instead isolated road works which included improvement works 
were taken up in each block without monitoring the overall road length 
constructed and villages connected during each year. The physical status of the 
roads and the extent to which these roads were upgraded under other 
schemes/State Plan fuftds and the ·number of vihages yet to be connected was 
also not monitored. In the test-checked blocks, out of a total expenditure of Rs 
7.56 crore (JRY: Rs 1.22 crore; EAS: Rs 6.34 crore) incurred under 
communication sector during 1995-96 to 1998-99 (January 1999), Rs 2.63 
crore (35 per cent) was utilised on construction of bridle paths, tractor roads 
and steps, despite orders of the State Government (June 1996) that non
utilitarian works of bridle paths, etc. should be discouraged. 

3.1.8.J Minor irrigation 

The guidelines envisaged execution of minor irrigation works so as to 
create additional irrigation potential . An expenditure of Rs 2.82 crore (JRY: Rs 
0. 70 crore~ EAS Rs 2.12 crore) was incurred in the test-checked blocks during 
1995-96 to 1998-99 (January 1999) on 1240 irrigation works. Out of Rs 2.82 
crore, Rs 1.41 crore (50 per cent) were spent on 765 works of construction of 
pondslbow/ies which could not be construed as irrigation works, as these did 
not create any additional irrigation potential. It was also observed that most of 
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the Khu/ls reportedly constructed were only improvement works of already 
existing Khu/ls which too did not generate any additional irrigation potential . 
Records indicating additional irrigation potential created and utilised during 
each year were also not maintained in any block. Thus, the' expenditure of Rs 
2.82 crore largely spent on irrigation works did not serve the intended purpose 
of creating additional irrigation potential. 

3.1. 8. 4 Water and Soil Conservation 

Under this component, 1025 works (JRY: 210, EAS: 815) involving 
an expenditure of Rs 2. J 0 crore were taken up in test-checked blocks during 
the years 1995~96 to 1998-99 (January 1999). Out of this Rs 1.84 crore (79 
per cent) was spent on protection works and activities relating to land 
development such as bench terracing, bunding, contour development, gully 
plugging, etc. were not taken up so as to check run-off of water and conserve 
soil except for 35 hectares (expenditure: Rs 8 lakh) in Srinagar district during 
1997-98. Area covered under water and soil conservation works and additional 
land, if any, brought under agriculture activities had also not been m~mitored in 
any of the blocks. The basic objectives of developing land, checking soil/land 
erosion and increasing agricultural production was not, thus achieved. 

3.1.·s.s Afforestation 

For undertaking afforestation, programme funds were advanced by 
Assistant Commissioners (Development) to District Panchayat 
Officers/Divisional Forest Officers (Social Forestry) for afforestation. Against 
Rs 1.1 o· crore (EAS: Rs 0.60 crore; JRY: Rs 0.50 crore) advanced during 
1995-96 to 1998-99 (January 1999)~ adjustment accounts for Rs 0.3.1 crore 
only wer~ received. No records bad b~en maintained at block, district or 
Directorate level indicating location-wise. areas co.yered, number of plants 
planted and their survival rate. As such the correctness of expenditure of Rs 
1. ·10 crore for the intended purpose could not be verified. As per orders of the 
Government (June 1996) quality plants were to be procured from Social 
Forestry Department/Forest Department and registel;ed nurseries at approved 
rates for distribution to desirous poor rural families ·on 50 per cent subsidy. It 
was, however, observed that 5.89 lakh and 5.13 lakh plants (Cost: Rs 15.53 
lakh) were purchased by District Panchayat Officer, lJdhampur and Block 
Development Officer, Srinagar respectively during July 1996 from private 
nurseries. The plants were distributed free of cost resulting in extra burden of 
Rs 7.76 lakh to the Government exchequer. 

•Minor irrigation canal. 
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3.1. 9 Asset registers 

The Department is obliged to maintain an asset register at each block and 
district headquarter indicating details of cost and other particulars of the assets 
created under each scheme and benefits obtained therefrom. The assets created 
were to be handed over to respective line departments and local bodies, 
Neither asset registers were maintained nor assets transferred to 
departments/local bodies except in cases of school buildings. In absence of 
asset registers existence of the assets was doubtful, as these were not subject to 
physical verification. Further, in absence of inventory of assets. their 
maintenance could not also be ensured. 

3.1.10 Million Wells Scheme (MWS) 

The objective of MWS was to provide open .irrigation wells free of 
cost to small and marginal farmers living below poverty line and having no 
irrigation facilities. Funds under MWS had to be allocated amongst the 
districts/blocks on the basis of unirrigated land holdi~gs of target group having 
potential for minor irrigation facilities. However, no survey identifying such 
unirrigated land of the target group had been done at any level. Consequently. 
the funds were allocated to the districts/blocks without following any 
norms/rationale. During 1994-95 to 1998-99. 10068 works were executed in 
the State at a cost of Rs 17.05 crore. Following points were noticed in test
check. 

·(a) Each constructed well was to benefit a cluster of at least six 
beneficiaries of the target group. The wotks were to be undertaken by the 
beneficiaries themselves to whom payments were to be ;eleased i~ four 
instalments comprising two instalments each of 20 per cent and 30 per cent 
corresponding to various stages of construction. 

In two blocks (Srinagar and Pampore) of Kashmir Division; the works 
had been executed through mates without enlisting the beneficiaries identified 
under each work. No uniform ·system was adopted for making payments for 
construction of wells in different blocks in Jammu region. Whereas in three 
blocks of Dansal, Chenani and Udhampur, payments for construction of wells 
had been made in lump sum on the basis of work bills recording measured 
work done, payment in other four blocks of Purmandal, Bhalwal. Samba and 
Barnoti was ·made in instalments at the unit rate of Rs 30,000 per well on the 
basis of reports furnished by VLWs/JEs/AEEs. Location of the wells 
constructed with khasra number of the land on which the wells were 
constructed was not recorded in any case in any of the test-checked blocks. 
Thus, neither physical existence of wells constructed at a cost of Rs 17. 05 crore 
was verifiable nor was flow of benefits to the target group ensured. 
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(b) The basis adopted for identifying the beneficiaries was not on record. 
In 61 test-checked cases (Dansal, Udhampur and Bamoti blocks), 36• 
beneficiaries, who were not included in the BPL lists prepared by DRDAs, had 
been assisted to the extent of Rs 6.58 lakh under MWS during 1994-95 to 
1998-99. Further, in 16• cases (expenditure: Rs 4.21 lakh) out of 72 test
checked cases in Samba and Dansal blocks, irrigation wells had been 
constructed for individuals in violation of the guidelines. In 98 test-checked 
cases (expenditure: Rs 21 .21 lakh ) in Bhalwal, Dansal, Bamoti, Chenani and 
Udhampur, the reports of striking water in wells was available ·only in 8 cases 
(expenditure: Rs 1. 98 lakh) of Bamoti block. The physical status of the wells in 
other cases had not been verified in any of the blocks. It was, however, noticed 
that works on 10 wells taken up in Bamoti block during 1994-98 had not been 
completed (March 1999) and were abandoned after making payments of Rs 
1.11 lakh. 

Thus, despite incurring of an expenditure of Rs 30.02 lakh, the 
objective of MWS of providing open irrigation wells to target group of small 
and marginal fanners living below poverty line and having no irrigation 
facilities was not achieved. 

( c) Assets created under the MWS were not registered with the Revenue 
Department, in absence of which the possibility of subsidy being allowed on the 
wells already constructed in earlier years could not be ruled out and their 
maintenance also could not be ensured. The irrigation potential created under 
MWS and the extent to which it was utilised was not monitored nor was its 
impact on the agricultural productivity verified at any stage. 

3.1.11 Special and innovative projects 

With a view to prevent migration of labour, enhance employment of 
women and develop core infrastructure for providing long-term employment 
opportunities, special and innovative projects were to be formulated and 
implemented uader JR Y. Projects benefiting individual beneficiaries were not 
to be considered. 

Administrative approval for implementation of two special innovative 
projects one each in Kashmir (cost: Rs 6 crore) and Jammu (cost: Rs 1.84 
crore) divisions was accorded by State Government in April 1994. The project 
for four· districts of Kashmir division contemplated construction of a dwelling 
unit and providing income generating unit to each of 2106 idmtified 
beneficia,ies. The Jammu project envisaged providing household and 
institutional latriDes, development of village roads, land development works, 

• l.Jclheqw-4; Blna1: 11:...md Blrnoti: 2 J 
• s...ba- s m llllml: 11 
• Pu1wama. Kupwara. A"'"""' and Banunulla. 
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lanes/drains etc. in n ·villages of Jam.mu and Kathua districts. Both the projects 
were not innovative for providing long-term sustainable clmployment and were 
instead mere replication of the works executed under various po\'.erty 
alleviation programmes. The project for Kashmir Division (cost: Rs 6 crore) 
was conceived for individual beneficiaries in violation of Central guidelines. 
Following points also emerged during test-check: 

(a) Out of Rs 1.53 crore received by Director Rural Sanitation. Jammu 
during 1994-96, for implementation of the innovative programme, expenditure 
of Rs 1.38 crore only was incurred by the implementing agencies up to March 
1999 and 1814 rural sanitation works were executed against targets of 434.7 
works. The expenditure incurred representing 75 per cent of the project cost 
was not commensurate with the · physical achievements. The mis-match 
betwt;en the physical and financial achievements was due to incurring of 
expenditure in excess of nonnative cost. The expenditure exceeded the 
normative cost on construction of lanes/drains by Rs 17. 83 lakh and training, 
etc. by Rs 4.05 lakh. 

(b) Against 2106 dwelling/income generating units to be provided to 
beneficiaries in four districts of Kashmir Division at a cost of Rs 6 crore, 1883 
houses and 2463 units were taken up for execution ofwh.ich· 1700.houses and 
2463 units were completed by the end of March 1998 at a cost of Rs 4.87 ·. 
crore. Reasons for shortfall in construction of dwelling units and that for 
setting up of 357 additronal income gentrating units were not intimated. 

3.1.12 · Monitoring and Evaluation 

The supervision. guidance and monitoring of the wage employment 
programmes were the responsibility of Ste. District and Block level EAS 
Committees were also to supervise and co-ordinate the implementation of the 
programme at district and block level. The SLC and the District Level 
Committees constituted in January 1994/August 1994 have not so far met even 
once (March 1999). 

The effective implementation and physical execution of works in 
accordance with the prescribed procedures a11d specifications was to be 
monitored closely through \ligilance committees to be constituted at various 
levels and \lisits to work sites in interior areas for which schedules of 
inspections were to be drawn and followed. Neither any vigilance committees 
were fonned nor were the schedules of inspection drawn in any of the test
checked districts. While 2196 field visits were made by ACDs Jammu (859), 
Udhampur (929), Kathua (304) and Srinagar ( 104) during 1994-95 to 1998-99 
(January 1999). neither were any inspection notes issued nor was any record of 
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works inspected kept . No inspection notes were issued by Block Development 
Officers in any of the test-checked blocks. 

Evaluation studies for assessing the impact of the programmes had 
not been conducted except in Marh block in Jammu division. The Evaluation 
study conducted (April 1998) by a private fim1 inter-a/ia, brought out that only 
25 per cent workers engaged on works were below poverty line, 92 per cent 
workers were engaged through mates and on an average employment was 
provided for only 22 days in a year. The report al so brought out that in 85 per 
cent cases, wages paid ranged between Rs 51 to Rs 70 per day against the 
approved wage rate of Rs 35 per day. The Government, while accepting 
(March 1999) the report asked Directors Rural Development Jammu/Kashmir 
to circulate the findings among the ACDs/BDOs for improving the 
implementation of the scheme. Further developments were awaited. 

3.1.13 Recommendations 

The focus of the programmes has shifted to asset creation rather than 
generation of employment for unemployed and underemployed rural poor. The 
relevance of the implementation of the programmes in the State, except (or 
certain backward and hilly pockets therefore, needs to be re-examined for 
better utilisation of the programme funds and ensuring fulfi!!ment of the 
assurance of 100 days employment to the needy. Works which would result in 
creation of dtsrable and productive community assets should only be taken up 
for strengthening of rural infrastructure. Engagement of middlemen for 
execution of works requires to be stopped and adequate coverage of SCs, STs 
and women beneficiaries ensured besides, ensuring maintenance of assets 
created under the scheme. 

J.J.14 Above points were referred to Goverruncnt in July 1999; reply 
had not been received (October 1999). 
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Highliglits 

Horticulture is the core of agricultural economy of the State. The 
basic objective of the Horticulture Department is to increase the area under 
horticultural crops in the State. Though the area under horticulture crops 
reportedly increased by 10 per cent, during the period 1993-97, its impact on 
increase in the fruit production was poor. The horticulture development was 
charactarised by low productivity despite implementation of productivity 
improvement programmes. The functioning of departmental 
nurserieslf arms which had been set up for providing genetically improved 
plant material to the farmers was not satisfactory as these suffered from 
itefrastructura/ deficiencies, low productivity, etc. Cases of 
exc~sivelin'egular purchase of stores, etc. were also noticed in test-check. 

~ . 

~ Adju•t•d\J..,::: actounts for Rs 6.89 c:rore advanced to varlous 
·• departtne!\i~ corporations, private agencies and district o,ffi.cers 

·du.ring ·-tie:. period 1980-99 for obtaining supplies, services and: .. for 
:'.:., _.ymeat·:¥ft!ief had not been obtained up to June 1999. 

(Pa ragraph: 3.2.4.3) 

, t_;:;,::J14 4li~agen were appointed by the Department ilrter.March i994 
~:)i:.t .. P.Jl\:Jjan imposed by, the Sute G~vemment in January 1994 on 
::;::I:!=:,:_;,J~~li<ap(>ointmenq. _F_.rd._er, 115 officials had been· promoted and 
.:\:~::1!:::;;:;~~·: higher ··~ff.- }'irregubrly. without - being cleared by 
!ifil~~:':J>ep~il~ntat P.-Oliotioia :committees. ·11r 

(Paragraphs: 3.2.5.2 and 3.2.5.3) 

i!}i:!)!\.pe:·i~ .. ~Yitii\~li~:~:it.app~ croi> dedinetf i'rom 11 · tonn~··&a· 
;i:!)lli;:_j\J993-9.'·to 10 toM::~~·-}~?7. The hortico'!ure development in 
.lm@il._e .$qt' wu..:!/J.ljut'·:.·;daanderised by low p'roductivity despite 
'.i~~ii~aa"-:'-t1P.~ improvement programmes. 

(Paragraph: 3.2.6) 

(Paragraph: 3.2.6. l) 
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• The performance of the departmental nurseries was poor and 
production of fruit plants had declined from 4.91 lakh plants in 1994-
95 to 3 lakh plants in 1998-99. 

(Paragraph: 3.2.6.2 (a)) 

• Polygreen houses set up during 1994-99 had not been physically 
verified. Further, purchase of Ultra Violet Stablised film at hi~her 
rates resulted in avoidable extra expenditure of Rs 21. 90 lakh during 
1995·96 and 1996-97. 

(Paragraphs: 3.2.8.1 and 3.2.8.2) 

• Unplanned · and haphazard execution of various irrigation works at 
lndo Bulgarian Farm Zainpora had resulted in wasteful expenditure 
of Rs 57.44 lakh thereon and loss of Rs 40.13 lakh due to dryage of 
5.50 lakh exotic plants. 

(Paragraph: 3.2.9) 

• Purchase of card board boxes without assessing their requirement 
resulted in locking up of Rs 1.66 crore for over 2 years. 

(Paragraph: 3.2.10) 

3.2. I Introduction 

The economy of the State is agriculture based and horti culture fo rms 
the core of the agricultural economy of the State. The agroclimatic conditions 
of the State are ideal for production of horticultural crops. The area under 
orchards in the State was estimated (March 1998) at 2. 11 lakh hectares (29 pa 
cent of the total area of 7. 3 3 lakh hectares under agriculture) and 49 f'L'I' cent 
of total I 0 lakh farming families of the State i.e about 4.85 lakh families earn 
their livelihood from .this sector. The major thrust areas of the Department. 
inter a/ia, are (a) to expand the area under orchards and encourage 
diversification of fruit plantation: (b) production and supply of genetically 
improved plant material . through departmental and private nurseries: ( c) 
improve productivity and quality through introduction and impo0 of advanced 
technologies; and (d) ensure availability of plant protection machinery and 
equipment to orchardists. at subsidised cost. for better pest and disease 
management. 

3. 2. 2 Organfrmtional set-up 

The Department is headed by the Director of Horticulture who is · 
assisted by a Joint Director. Divisional Manager Plant Protection Workshop 
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and Store. Nursery Registration Officer. Chief Canning and Processing Otllcer 
and Horticulture Information and Publicity Officer. one each at divisional level 
(Srinagar: Jammu ). At the district level the programmes of the Depa11111ent are 
executed by Chief Horticulture Officer. Three departmental farms at Srinagar. 
Zainpora and Ramban are headed by Farm Managers. The Department is under 
the overall administrative control of Principal Secretary. Agriculture 
Product ion Depart mcnt. 

3. 2.3 Audit rnverage 

The functioning of the Department was reviewed between January 
a1i'd Apri l 1999 by test-check of records of the Directorate, 6 district offices 
(Jammu. Kathua. Udhampur. Anantnag, Pulwama and Budgam) out of a total 
14 Districts and the offices of Joint Director Horticulture, Farm Manager. 
Zainpora. Divisional Manager. Plant Protection Workshop and Horticulture 
Information and Publicity Officer. The review covers the period from 1994-95 
to I 998-99. The results are mentioned in the succeeding paragraphs. 

3. 2.4 Fina11cial Management 

3. 2. 4.1 llutlget tmd expenditure 

The position of funds provided to the Department and expenditure 
incurred there against during the years from 1994-95 to 1998-99 was as under: 

Year Budj!ct prm·ision Ex1•cnditurc Percentaj!c shortfall 
in utilisation of funds 

(Rupees in crorc) 

1994-95 15 .65 14.7 1 6 
I 995-96 17 .35 15.98 8 
1996-97 18 .55 18.60 
I 997-98 21.76 20. 16 7 
I 998-99 32 .06 21.82 32 

The shortfall in utilisation of fund s during 1998-99 was 32 pl!r <.:en! 
which was reportedly due to cash crunch in treasuries. · 

Assistance of Rs 24.32 crore received from Central Government 
during the years I 994-95 to I 998-99 for implementation of various Centrally 
sponsored schemes had been released by the State Government in all these 
years after delays ranging from 1 to 9 months. The belated release of funds 
resulted in th.eir poor utili sation ranging from 39 pa cent to 74 per cent and 
unspent balance of Rs 2.90 crore at the end of March 1999. 

lnd udl·, funJ~ rd.:a~.:d h\ ( ill\ .:nun.:nl of India . 
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3. 2. 4. 2 Budgetary control 

(a) Control over expenditure 

The State Budget Manual lays down that head of the department shall 
maintain a register of grants and appropriations in Form 18 to record original 
grants, their distribution amongst sub-ordinate officers and modifications made 
from time to time. Disbursing/controlling officers and head of the department 
are also to maintain a separate register in Form B-12 for each minor or sub
head of account for recording transactions. Progress of expenditure is to be 
watched by the controlling officer on a monthly basis. 

Test-check revealed that no such records were maintained at 
Dir~ctorate level to monitor the progress of expenditure on monthly basis 
except in case of non-plan expenditure which had been monitored by Director 
Horticulture for a brief period of 7 months during 1998-99. The monthly 
statements to be submitted by the subordinate officers on 3rd of each month 
had been sent after delays of two to three months. Due to the failure of the 
Director Horticulture to monitor expenditure of the subordinate offices and 
non-maintenance of control records, savings of Rs 8. 93 crore during the period 
I 994-99 could not be surrendered in time for utilisation in other needy 
departments and were allowed to lapse. 

(b) Rush of expenditure 

Financial Rules of the Government provide '.hat progress of 
expenditure should be even throughout the year and rush of expenditure 
towards fag end of the year should be avoided. Contrary . to these 
rules/instructions, it was noticed in 7 out of I I test-checked offices that 
percentage of expenditure during the last quarter of the financial year ranged 
between 26 and 70 with expenditure in March alone being 14 to 50 per cent of 
total expenditure during the years from 1994-95 to 1998-99. The rush of 
expenditure towards the fag end of the year was attributed by departmental 
officers to late release of funds by the State Government. It was, however, seen 
in audit that rush of expenditure was also due to delays in finalisation of rate 
contracts. 

(c) Drawal of funds to avoid their lapsing 

Director Horticulture released Rs 2. I 4 crore to six district officers 
during I 997-98 for payment of subsidy to orchardists for establishing 
polygreen houses. Test-check of records revealed that the district officers 
utilised only Rs I .24 crore during the year and instead of surrendering the 
balance amount of Rs 0.90 crore, retained this amount in saving bank accounts. 
Funds were thus drawn and kept outside the Government accounts in violation 
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for Rs 6.89 crore not 
obtained 

Physical verification 
of cash balances not 
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of Financial Rules to avoid their lapsing. The details of subsequent expenditure 
incurred out of the unspent balances were awaited (June 1999). 

3.2.4.3 Awaited detailed accounts/supplies 

The Department advances amounts, on the basis of Government 
sanctions or in pursuance of terms and conditions of the supply orders, to 
various Government departments/ corporations/private agencies for obtaining 
supplies and services, etc. Test-check revealed that: 

(i) Detailed accounts for an amount of Rs 96.85 lakh advanced between 
March 1994 and March 1999, in eight cases (details in Appendix-<J) had not 
been obtained as of June 1999. 

(ii) Out of Rs 5.76 crore sanctioned by Government of India. Rs 5.60 
crore were released to 7 district r officers between April 1991 and June 1992 
for disbursement to orchardists as relief for snow damages and for control of 
apple scab. As of November 1999, the concerned officers had not rendered 
detailed accounts of the amounts paid to them. Consequently, the correctness 
of the payments made and utilisation of the unpaid amounts. if any. could not 
be vouchsafed in audit. It was however, seen in test-check that in Pulwama 
district, Rs 7.45 lakh out of Rs 1.66 crore advanced up to 1991-92 were 
retained in a bank account up to 1997 after which the amount was remitted 
into the treasury. 

(iii) Out of Rs 21.65 crore advanced to Jammu and Kashmir Agro
Industries Corporation Limited (a Government Company) by the Horticulture 
Department up to ·May 1994, for supply of plant protection machinery and 
equipment, Rs 32.48 lakh were outstanding with the Corporation as of March 
1999. Of this, Rs 16.90 lakh and Rs 11.36 lakh pertained to the periods 1980-
88 and 1984-91 respectively. 

Failure to obtain detailed accounts in the above cases indicates an 
inadequate system of monitoring the advances paid from time to time and 
receipt of supplies, etc. there against. 

3.2.4.4 Maintenance of cash book and drawal register 

Cash books/drawal registers of test-checked offices revealed that 
entries in the cash book had not been attested by Drawing and Disbursing 
Officers. Drawals made from the treasury had either not been verified from the 
treasury after the close of transactions of a particular month, as required under 
rules or had been done belatedly after delays ranging up to 15 months. Test
check further revealed that receipts on Government account were remitted into 

r Anantnag, Budgan1. Baramulla, Doda. Kupwara. Pulwama. and Srinagar. 
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the treasury after delays ranging from 3 to 25 months from the date of 
realisation and physical verification of cash balances had not been conducted. 

Salaries of field staff and contingent charges including incentive and 
subsidy was drawn by the CHOs' · and passed on to HDOs• for dishursement . 
These payments were charged off from the cash book without receipt of 
acquittance rolls or ascertaining whether payments had actually been made by 
HDOs. The acquittance rolls. if and when received. were also not 
countersigned by the CHO in token of his check. The practice followed was 
fraught with the risk of payments made to the HDOs lying undishursecl for 
prolonged periods outside the Government account or their misappropriation 
Horticulture Development Officer Arnas/Mahore Block (Udhampur Distri ct) 
had not submitted acquittance rolls/payees receipt for an amount of Rs C) 62 

lakh paid to him between October 1996 and April 1998. An enquiry conducted 
( 1998) by Director Horticulture revealed that the HOO had not di sbursed the 
amounts received by him in some cases or had disbursed lesser amounts and in 
some cases forged the payees signature/thumb impression. The otlicer had been 
placed under suspension by the Government in June 1998. The otlicer without 
being reinstated or getting himself relieved from his office was. however. 
sponsored by Government for undergoing a post-graduate course. 

3.2.4.5 Outstamling on account <~{sale proceell'i 

The Depa~ment provides planting material. etc. and plant protection 
machinery to small and marginal fruit growers at subsidised cost. Test-check 
revealed that cost realised from farmers by the field offices on account of sale 
of plant protection machinery was being remitted to Director Horticulture for 
being credited into the accounts. The Directorate, however. instead of crediting 
the sales proceeds into the treasury, retained these in two bank accounts and 
then remitted the proceeds into the treasury subsequently by cheques. in piece
meal, resulting in unnecessary retention of monies outside Government 
account . The transactions under this account were not susceptible to audit 
checks/scrutiny as neither any cash book was maintained nor was any bank 
pass book produced to Audit. The expenditure and realisation of sale proceeds 
of plant protection machinery ending 1999 were, however. as under: 

S.NO Particu lar.. 

1. Exp,'11diturc 
on purcha,cs 

2. Sale proceed' 
induding 
subsidv . 

l·.nding 
~lar,·h 

1'>94 
I 74 

J 994-9S I 99S-% 19%-97 1997-?!< I 9'J!<-'J'> T o>lal 

0.70 1 00 1.50 1.70 0 S!< ; ~2 

<US 0.92 1.06 I :'7 0 <• ~ S l<l< 

... CHO- Chief Horticulture < >tlicer 
•HIX). Horticulture lkvclopmenl Ot1icer. 
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An amount of Rs 1.34 crore, for which details were not available, was 
recoverable as on 31 March 1999. This included an amount of Rs 32. 70 lakh 
representing value of machinery lost in various fire incidents (Rs 25 lakh) and 
shonages against various officials (Rs 7. 70 lakh). The correctness of 
recoverable amount could not be vouchsafed in absence of any consolidated 
record at any level. 

Sale proceeds of plant material aggregating Rs 6.50 lakh made during 
the period 1994-95 to 1997-98 in Kathua (Rs 3.88 lakh) and Udhampur 
districts (Rs 2.62 lakh) were outstanding as of February 1999 against various 
Honiculture Development Officers (Rs 2.21 lakh) and other depanments (Rs 
4.29 lakh). Action for recovery of the outstanding amounts had not been 
initiated by the district officers nor were reasons for such outstandings 
furnished. 

3. 2. 5 Manpower management 

The Depanment has not adopted any system for efficient control over 
its manpower management including monitoring cadre-wise position of 
sanctioned and effective strength in various subordinate offices at appropriate 
intervals for proper management of manpower resources. Norms for 
assessment of manpower requirements had also not been determined and 
requirement of staff strength continued to be assessed on adhoc basis. 
Following funher points were noticed: 

3. 2. 5. I Irregular appointment.'i 

Recruitments to non-gazetted posts in the State are made on the 
recommendations of SSRB .. with the exception of class IV and other specified 
posts. Recrnitment to divisional level posts falling outside the purview of 
SSRB was to be made by the appointing authority on the recommendations of 
a committee constituted for the purpose. From January 1997, recruitment to 
class IV posts was to be made exclusively through a committee comprising 
head of the depanment concerned and three additional members nominated by 
respective administrative depanments 

It was noticed in test-check that I 52 persons were appointed in 
\·iolation of the Government orders during the period from April 1994 to 
October 1997 to different categories of posts directly by various officers. 
Funher. appointment of 177 persons to class IV posts was made by Director of 
Honiculture during November 1997 to December 1998, without observing 
Gl)\'ernment instructions or advenising these posts. Reasons for the same were 
not intimated 

SSRll- Stat.: S11hord111.11.: S.:r\'i•.: R.:•ru1tm.:11t lluarJ 



115 officials 
promoted without 
clearance of DPC 

3. 2. 5. 2 Engagement of daily wagers 

The State Government had banned (January 1994) appointment of 
daily rated staff in all departments. However, 114 daily wagers had been 
engaged in test··checked offices for different spells, after March 1994 involving 
an expenditure of Rs 5.43 lakh. These daily wagers were working as drivers, 
sweepers and chowkidars, etc. despite availability of regular incumbents 
against these posts. 

3. 2. 5. 3 Promotions without clearance by departmental promotion 
committees 

Government instruction I below Article 85 of Jammu and Kashmir 
Civil Service Regulations stipulate that appointment of a Government servant 
to a higher post in his cadre/line of promotions should be made only after 
clearance from the DPCr. A Government servant can, however, be promoted 
in public interest and for recorded reasons without clearance by the DPC. The 
officials in such cases shall be promoted in their own pay and grade and will 
not be entitled to pay of higher post/scale until cleared by the DPC. However, 
115 officials had been promoted in the Department during September 1991 to 
January 1999 and allowed regular scale of higher post without obtaining 
clearance from DPC. 

3. 2. 6 Programme management 

The Department had not conducted any census or survey of the fruit 
cultivation after 1981 · for determining the actual area under fruit plantations, 
number of trees planted and production per unit area of land, etc. The area 
under fruit cultivation was, however, estimated at 1.88 lakh hectares and fruit 
production at 9.34 lakh tonnes ~uring 1993-94. According to the revised 
estimates for 1997-98 .the area under fruit cultivation had increased to 2. 11 
lakr hectares and fruit production to 10.40 lakh tonnes. Year-wise details of 
area under fruit cultivation, production and average yield of fruit per hectare in 
the State during the period 1993-97 were as detailed below: 

r Departmental Promotion Committee. 
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Year Particulars Apple Other fruits Total 
1993-94 (i) Area under ftuit cultivation (in lakh 0.73 1.15 1.88 

hectares) 
(ii) Production (in lakh Mts.) 7.93 1.41 9.34 
(iii) - Average yield (per hectare) (11) (1) 

1994-95 (i) Area under ftuit cultivation (in lakh 0.75 1.16 1.9 1 
hectares) 

(ii) Production (in lakh Mts.) 6.74 1.46 R.20 
(iii) Average yield (per hectare) (9) (I) 

1995-96 (i) Area under ftuit cultivation (in lakh 0.78 1.20 1.98 
hectares) 

(ii) Production (in lakh Mts.) 7. 15 1.45 8.60 
(iii) Average yield (per hectare) (9) ( I ) 

1996-97 (i) Area under ftuit cultivation (in lakh 0.80 1.25 2.05 
hectares) 

(ii) Production (in lakh Mts.) 8. 16 1.52 9.68 
(iii) Average yield (per hectare) (10) ( I ) 

The draft Eighth Plan had envisaged diversification and zonalisation 
of fiuit cultivation in the State and cultivation of f!lOSt suited fiuit crop in a 
particular agroclimatic zone was to be encouraged. However, production of 
apple continued to occupy predominant position in horticultural crops with its 
share of 85 per cent of the total production of fiuit crop. The production of -. 
other fiuits was stagnant between 1.41 lakh tonnes and 1.52 lakh tonnes during 
1993-94 to 1996-97. The objectives of diversification and zonalisation of fruit 
growing were thus, not achieved despite substantial investments including 
subsidies for· expansion of area under various kinds of fiuits other than apple. 
According to economic analysis and justification for incentives in horticulture 
sector as per Eighth Plan document, the package of incentives and the strategy 
adopted was expected to result in increase in fiuit production to 14 lakh tonnes 
in 1996-97 arid average productivity for apple was expected to go up to 15 
tonnes per hectare. As against this, the estimated fiuit production at the end of 
1996-97 was 9.68 lakh tonnes only. It would be seen that.there was an increase 
of 18041 hectares (IO per cent) in area under fiuit cultivation, while 
production increased by 34914 tonnes (4 per cent) during the period 1993-97. 

Sir!UJarly..,...the average yield per hectare of apple crop declined from 11 
tonnes during l 993-94 to 10 tonnes during 1996-97 and it remained stagnant 
at 1 tonne per hectare in respect of other fiuits. The horticulture development, 
thus, continued to be characterised by low productivity des.pite implementation 
of productivity improvement programmes and incurring expenditure 
aggregating Rs 91.27 crore on these development and incentive schemes 
during 1994-99 and implementation of .two foreign aided projects i.e. lndo
Italian project in Ramban and Indo-Bulgarian project for apple production 
since January 1985 and 1989 respectively. The Department attributed 
(November 1999) non-achievement of targ~ted production to delay in import 
of root stocks under high density Apple Plantation Programme. lack of 
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Ph)'sical checks of 
works not conducted 

infrastructural facilities in the departmental nurseries/farms and vagaries of 
weather. Steps contemplated to remove infrastructural deficiencies, etc. were. 
however, not intimated (November 1999). Implementation of some of the 
schemes is discussed below: 

3.1. 6.1 Expansion of area under orchards in dry land and hilly areas 

The Scheme under implementation since 1990-91 aims at coverage of 
additional area under fruit plantation in compact/continuous belts for achieving 
increase in production, better land management in these areas and ensuring 
remunerative returns to farmers. Subsidy of 75 per cent on plant material, tools 
and kits and pesticides, 33 per cent on "Farm Development Works," free 
carriage of plant. material and other inputs and grant-in-.aid of Rs 3000 and Rs 
2000 per hectare for fencing of vulnerable areas and providing irrigation 
facilities respectively was provided to the farmers for taking up this activity. An 
area of 19483 hectares was covered under the Scheme during the period 1994-
99 at a cost of Rs 13 .09 crore. Test-check of records revealed the following 
points: 

(i) Project reports indicating, inter alia, profile of the village., present 
land use pattern, irrigation source, title of land, encumberances if any, 
estimated benefits, etc., technically and administratively approved by Director 
Horticulture and DOC,· had not been formulated by district officers for · 
ensuring intensive coverage and providing back up of infrastructural facilities at 
economic costs. Annual shelf of projects had also not been prepared in any of 
the test-checked district~. 

(ii) Beneficiary committees were to be constituted for each compact 
plantation/project area who were to be involved at all stages of developme~t 
from planning to execution. The committees had not, however, been 
constituted. (May 1999). 

(iii) Records did not indicate if the envisaged physical checks (2 per cent 
by Director; 5 to 10 per cent by Joint Director; 50 per cent by CHOs) of the 
works undertaken had been conducted in any of the districts. In a few cases, 
where physical verification of projects was conducted by a team of officers of 
the Department, cases of non-execution of works for which subsidy (Rs 1.23 
lakh) had been released, short/fictitious issue of fencing material (barbed wire, 
PCC poles etc. value: Rs 2.34 lakh) and misappropriation/fictitious payments 
(Rs 3.80 lakh) had come to light. No action had been initiated against the 
defaulting officers except in case of Arnas/Mahore projects where the 
concerned HDO was placed under suspension. 

DOC- District Devdopmt:nt Corrunissioner 

61 



Mortality in 
compact plantation 
projects bcm·ccn 42 
and 100 per cent 

Shortfall of 18 to~-' 
per c.·c.•nt in 
1,roduction of qualit~· 

plant material 

(iv) In 805 test-checked projects of compact plantation executed up to 
1997-98 and covering an area of 6607.06 hectares, the overall mortality rate of 
plants was between 42 and 100 per cent. Department did not furnish any 
reasons for high mortality nor had these been investigated. It was however, 
seen 'in audit that high mortality rate was mainly due to the selection/execution 
of projects without first ensuring availability of irrigation facilities at the project 
sites. 

3.2.6.2 Production of quality plant material 

(a) According to the Eighth Plan document shortage of quality plants was 
one of the major constraints in enhancing the pace of horticulture development. 
Accordingly, with a view to meet the increasing demand of such material, 
targets were fixed for production of fruit plants in the departmental nurseries. 
The targets fix~nd achievements there against during the years 1994-95 to 
1998-99 were as under: 

Year 

1994-95 
1995-96 
1996-97 
1997-98 
1998-99 

Targets Achievements 

(Number of plants in lakh) 
6 4.91 
6 4.79 
6 4.66 
6 3.31 
6.5 3.00 

Percentage 
shortfall 

18 
20 
22 
45 
54 

It would be seen that the production of plant material in departmental 
nurseries declined from 4. 91 lakh plants in 1994-95 to 3 lakh plants in 1998-99 
and shortfall ranged between 18 and 54 per cent during the period. While the 
reasons for poor performance of the nurseries were not intimated, it was seen 
in audit that low germination of seeds (zero to 65 per cent). high mortality rate 
of seedlings/plants (9 to I 00 per cent) and infrastructural deficiencies viz. 
absence of assured irrigation. water logging and poor soil conditions in the 
nurseries were the main reasons for the poor performance of nurseries. Out of 
103 horticulture nurseries in the State (area; 367 acres), 68 nurseries (area; 187 
acres) were unviable and had been proposed for closure by the departmental 
functionaries from time to time due to lack of irrigation facilities (3 I), water 
logging (9) and other reasons. The Department purchased 7.69• lakh plants 
(cost: Rs 35.36 lakh) from private nurseries in 3 test-checked districts of 
Udhampur, Kathua and Jammu, during 1994-95 to 1998-99, for meeting the 
demand of farmers. 

Measures for providing assured irrigation facility in the nurseries, 
analysing reasons for fertility depletion, etc. had not been taken, reasons for 

6 Does not include the nwnlx'T of plants purchased in Kathua district during 1998-99 
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which were not intimated. Eighth Plai'N:iocument contemplated privatisation of 
production of quality plant material and the role of the Department was 
proposed to be limited to quality control agency only. Action for achieving 
these objectives and closing down unviable nurseries had not been taken, 
reasons for which were not intimated (October 1999). 

(b) Establishment of fruit plant nursery at Asham Baramulla 

With a view to increase the production of imported clonal root stock 
of apple on large scale to cater to the needs of orchardists for high density 
plantation in valley in general and Baramulla and Kupwara districts in 
particular, the Department identified a piece of land measuring about 100 
kanals for acquisition through Revenue Department at Asham, Baramulla. 
Although possession of land measuring 98 kanals and 1 mqrla along with two 
structures and 1173 fruit trees (cost: Rs 29.64 lakh) was taken over by 
Horticulture Department in March 1992, the land had'not been put to any use 
or even got fenced till December 1998 which resulted in idle investment of the 
amount and non-accrual of intended benefits. 

3. !2. 7 Assistance to small and marginal farmers for purchase of mini 
tractors/power tillers 

With a view to assist small and medium orchardists and mechanise 
and modernise the pre-harvest management, a .scheme envisaging "supply of 
mini tractors to small and marginal farmers/orchardists" at subsidised rates (67 
per cent of the cost) was approved by the Government in March-April 1996. 
Mini tractors were to be provided to farmers with a minimum holding of 6 
acres of irrigated land through AIDCL·, a Government company. 

An amount of Rs 10 lakh "provided under the scheme during 1995-96 
was withdrawn by Director Horticulture on 30 March 1996 and deposited (20 
January 1997) with AIDCL after retaining it irregularly for over 9 months 
outside the Government accounts. The State Government extended (March 
1998) the scheme further to purchase cf power tillers by orchardists with a 
land holding of 3 hectares (reduced to 2 hectares in October 1998) who were 
eligible for subsidy of 30 per cent or Rs 0.30 lakh whichever was less. The 
scheme was to remain in operation till March 1999 when subsidy structure was 
to be reviewed. Accordingly, further amount of Rs 10 lakh was advanced to 
AIDCL in March 1998. Test-check revealed that out of 71 beneficiaries 
identified under the scheme, 20 orchardists only had availed of the benefits of 
the scheme (subsidy: Rs 7.30 lakh) up to March 1999. The AIDCL had not 
rendered any adjustment accounts and Rs 12. 70 lakh continued to remain 
locked up with the company. 

AIDCL-Agro Industries Development Corporation Limited. 
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Shortfall in setting 
up of polygreen 
houses 

J. 2. 8 Centrally sponsored schemes 

J. 2. 8.1 Construction of polygreen houses 

Polygreen houses were to be established under the scheme for -
raising off-season crops, high quality fruit plants, s~edlings, etc. and 50 per 
cent subsidy was to be paid to the identified beneficiaries for setting up of these 
units. 

As against target of setting up of 46846 units during 1994-99, 36525 
units only were set up showing shortfall ranging between 26 and 67 per cent 
during this period. Reasons for shortfall were not intimated. Based on the 
nonns of consumption determined by the Central Government, Director 
Horticulture had fixed (October 94) the requirement of uvs· film for one 
green house of approved area (80 Sq. metre) at 15 Kg which was to be issued 
to the identified beneficiaries departmentally and its cost adjusted out of 
subsidy payable to the beneficiary. Test-check of records revealed that in 373 
units, polyfilm was issued between 1994-95 a~d 1996-97 in excess of 
prescribed nonns resulting in avoidable expenditure of Rs 3.82 lakh. 

•" 

Director Horticulture had ordered (October 1994) that polygreen 
houses after their construction by the beneficiary be inspected by the District 
Horticulture Officer and after satisfying himself, take photographs of the 
houses and beneficiaries. These photographs along with the certificate of CHO 
were to fonn part of records. No such records had been maintained, reasons --
for which were not intimated. Further, Director and Joint Director Horticulture 
were to physically verify 5 and IO per cent·of the green houses set up. Records 
available did, however, not indicate that any such verification was done. 
Absence of physical verification of the units, indicated that the genuineness of 
setting up of green houses was not ensured by the Department. 

3.2.8.2 Avoidable extra expenditure 

The State Level Purchase Committee of the Agriculture Production 
Department approved (October 1995) purchase of 200-micron thick UVS 
polyfilm from a Ibjasthan based firm at a rate of Rs 122.50 per kg. However, 
in response to the request from AIDCL (a Government company) and 
instructions of the Advisor to State Government, it was decided to give 
preference for supply of the material to the AIDCL who were authorised 
distributors of IPCL •. In the event of failure of AIDCL to supply the films at _ 
the approved rate of Rs 122.50 per kg, the purchase was to be made from the 
lowest tenderer. During 1995-96 the . Department however, purchased in 
addition to 84 tonnes of the film from the Rajasthan based firm, 17. 70 tonnes --

• Ultra Violet Stablisc..'CI 
• IPCL-lndian Petro Chemicals Corporation Limited. 
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of polyfilm from SICOP\'( .who had meanwhile replaced AIDCL as distributors 
of IPCL, at a higher rate of Rs 13 I per kg in violation of the Government 
instructions. 

For the year 1996-97, the Government had ordered that purchase of 
the film be made from SICOP. However, SLPC"' in its meeting (October 1996) 
decided that adherence to the Government instructions was not feasible in the 
interest of economy as the rate of Rs 141 per kg quoted by SICOP was 40 per 
cent higher than the lowest rate of Rs 105 per kg offered by the Rajasthan 
based firm and approved purchase of material from the lowest tenderer. The 
Department, however, purchased 51.357 tonnes of polyfilm from SICOP 
during 1996-97 at Rs 131 per kg and 18.393 tonnes in June 1997 at Rs 137.50 
per kg. This resulted in an avoidable extra expenditure of Rs 21. 90 lakh. 
Director Horticulture stated (November 1997 and June 1999) that the case for 
regularisation of purchase at higher rates had been taken up with the 
Government, approval for which was awaited (October 1999). 

The records regarding purchase of UVS polyfilm for the years 1994-
95 and 1995-96 were seized by State Vigilance Organisation. Further 
developments were awaited (October 1999). 

J.2. 8.J Idle investment on purchase of anti-hail and shading nets 

The scheme for free issue of anti-hail nets for first two years where 
after subsidy was to be reduced on yearly basis, was introduced under the State 
Plan in 1992-93, in identified hail prone areas. From 1996-97 when the scheme 
was taken up as a Centrally sponsored scheme, the subsidy component was 
fixed at 50 per cent or Rs 500 per tree with a ceiling of 20 trees per 
beneficiary. During the period 1992-98, 2. 17 lakh sq metres of net was 
purchased at a cost of Rs 37.79 lakh. 

Test-check of records revealed that subsidy on anti-hail nets was not 
reduced after 1993-94 as envisaged and nets were issued free of cost to the 
identified beneficiaries up to 1995-96. No targets had been fixed for coverage 
of area, etc. under the scheme and anti-hail nets were purchased on the basis of 
available funds, without assessing the actual requirement/demand. As a result, 
45230 sq metres of the net (value: Rs 7.69 lakh) were lying unutilised in 
various stores of the Department at the end of years 1993-94 to 1998-99. 
Records relating to purchase of anti-hail nets pertaining to years 1992-93 to 
1995-96 had also been seized (July 1996) by State Vigilance Organisation. 
Further developments in the case were awaited (November 1999). 

K SICOP-Small Scale Industries Development Corporation. 
'" SLPC-Slate Level Purchase Committee. 
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Centrally sponsored scheme of "Use of Plastics" introduced in 1996-
97 envisaged issue of shading nets to small ·and marginal fruit 
growers/orchardists at 50 per cent subsidy or Rs 14 per square metre, 
whichever was less, with an area ceiling of 500 sq metres. The Department 
without assessing the demand/requirement purchased shading nets on the basis 
of funds earmarked for the scheme. 87627 square metres of shading nets were 
purchased during the years 1996-97 to 1998-99 at a cost of Rs 22.43 lakh. Of 
this, 34955 sq. metres valued at Rs 9.29 lakh had not been issued to any 
beneficiary up to March 1999. Failure to assess the requirement of nets 
realistically, thus, resulted in idle investment of Rs 9.29 lakh. 

3.2.9 Special programmes-Jndo-Bulgarian Horticulture Farm Zainpora 

Government Horticulture Farm Zainpora, with an orchard area of 
1375 kanals and nursery area of 1200 kanals, was set up (1989) in Pulwama 
District (Kashmir) as a pilot demonstration farm for plantation of new high 
yielding varieties of fiuits imported from Bulgaria and introduction of modem 
technology in high density plantation. The farm with a requirement of I .5 
cusecs of water per day was to be irrigated by Tangri nallah. The nallah, after 
meeting the irrigation requirements of the farm for about 2-3 years developed 
breaches, thus affecting irrigation to the farm. To ensure continuous irrigation, 
the Department sunk 3 tube wells (cost: Rs 5.36 lakh) and installed three 
submersible pumps (cost: Rs 3. 70 lakh) during the year 1993-94 which also did 
not function properly as the water table in the farm had· gone down. Efforts to 
repair the canal, despite inc~urring an expenditure of Rs 6.20 lakh through the 
Irrigation Department during 1994 to 1995, also did not succeed. 
Apprehending loss of exotic imported plants and other plant material, the 
Department installed a lift irrigation system through Public Health Engineering 
Department during 1995-96 at a cost of Rs 3 7 .18 lakh. This system also failed 
to achieve the intended objectives as the pumps installed were found (October 
1996) substandard and did not function properly. During 1997-98, the 
Department dug a channel in the farm for laying of pipes at an estimated cost 
of Rs 5 lakh (including cost of pipes) for tapping water available in the vicinity 
of the farm . The work completed through the length of the farm was to be 
extended through the canal bund which was not allowed by the Irrigation 
Department. The work was therefore, abandoned. 

Thus, unplanned and haph.izard execution of various irrigation works 
led to wasteful expenditure of Rs 5 7. 44 lakh. Lack of proper irrigation facility 
affected adversely the working of the farm and resulted in mortality of 1 . 86 
lakh unbudded and 3.64 lakh budded precious exotic plants valued at Rs 40.13 
lakh during 1990-91 to 1998-99. 
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Locking up of Rs 
1.66 crore due to 
unrealistic 
assessment of 
requirement 

3. 2.10 Popularising use of cardboard boxes 

In order to introduce an alternative eco-friendly packaging material in 
place of conventional wooden boxes and inculcate better grading and packing 
habits amongst traders, it was proposed (August 199S) to subsidise the cost of 
card board boxes by SO per cent for a period ot·three years. Accordingly, it 
was decided to provide 30 lakh card board bP"Xes to the orchardists at a cost of 
Rs 6 crores during the years 1996-97 (S lakh boxes; cost: Rs 1 crore), 1997-98 
(10 lakh boxes; cost: Rs 2 crore) and 1998-99 (IS lakh boxes; cost: Rs 3 
crore). On the basis of proposal submitted (August 1996), the National 
Horticulture Board, Government of India also agreed (October 1996) to 
subsidise SO per cent of actual cost or Rs 20 per cardboard box whichever was 
less. In January 1997, the Government without any firm demand sanctioned 
purchase of S lakh boxes through Jammu and Kashmir Horticulture Produce 
and Marketing Corporation Limited (a Government company) from a Himachal 
Pradesh Government undertaking at Rs S2 per box including handling charges 
of Rs 2 per box with provision of Rs 20 and Rs 12 as subsidy per box which 
was to be borne by the Board and State Government respectively. Accordingly, 
S lakh boxes and 29.31 lakh matching trays (value: Rs 2.SO crore) were 
purchased during March and April 1997 and a payment of Rs 2.37 crore made 
to the firm up to June 1999. The scheme, however failed to take off as boxes 
valued at Rs 84 lakh only could be sold by the Corporation up to June 1999, 
resulting in blockage of Rs 1. 66 crore for over two years. The possibility of 
cardboard boxes deteriorating due to prolonged storage and weather 
conditions could not be ruled out. 

3.2.11 Plant Protection Workshops 

The Department had established two plant protection workshops one 
each at Srinagar and Jammu for repair of tools, implements and plant 
protection machinery and manufacturing of hand tools, like shovels, spades, 
prunners, sickles, khropas, etc. The workshop at Jammu, established in 1974, 
did not undertake any major manufacturing activity for last over ten years. The 
details of minor repairs, etc. undertaken by the workshop and the expenditure 
incurred on salary of staff were as under: 

Year 

1994-95 
1995-96 
1996-97 
1997-98 
1998-99 
Total 

No. of days for 
which workshop 
functioned· 

94 
232 

5 
30 
4 

365 

·As per job register of workshop 

Value ofrcpairs 
conducted 

0.13 
0.02 
0.01 

0.01 
0.17 

Notional value of tools and Expenditure on pay and 
equipment manufactured allowances 
including cost of raw 
material 

(Rupees in lakh) 
0.16 6.70 
2.57 7.06 
0.04 8.29 
0.19 7.95 
0.12 11.28 
3.08 41 .28 
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Non-functional 
workshop and 
resultant idle wages 

Accumulation of 
stores/stock items 
valued at Rs 47.43 
lakh 

During the years from 1994-95 to 1998-99, Director Horticulture 
purchased tools and equipment valued at Rs 57. 99 ·takh from the open market, 
which could otherwise have been manufactured at the workshop. Divisional 
Manager, Plant Protection Workshop Jammu attributed (January 1999) non- -
functioning of the workshop to non-provision of adequate funds and full 
complement of staff The workshop at Srinagar was also non-functional. 
Deputy Director (Central), Horticulture Department during his inspection (July 
1997) of the workshop observed that the workshop was of no utility mainly 
because of lack of adequate qualified staff. Details of expenditure being 
incurred annually on the existing idle staff of the workshop were not intimated. 

The Department had not made any efforts to improve the functioning 
of workshops or explore the possibility of their closure, which resulted in 
continued payment of idle wages to the staff. 

3. 2.12 Store management 

Scientific stores management requires tha~ a maximum order level and 
reorder level is fixed by a department before effecting purchase of stores. No 
such levels had been fixed for proper management of stores. Test-check of 
store/stock accounts of Horticulture Department further revealed that purchase 
of stores was being made on the basis of availability of funds, without proper 
assessment of requirement. This had resulted in u_nnecessary accumulation of 
store/stock items worth Rs 47.43 lakh for a period of 1-5 years in various 
stores of the Department. 

J.2.13 Monitori~g and Evaluation 

Department had not evolved any mechanism for ensuring continuous 
monitoring of the programme implementation nor had the results of 
implementation of various schemes been got evaluated either through its own 
agency or through any outside agency. Consequently, the Department was not 
in a position to assess from time to time the shortcomings in implementation of 
the schemes or carry out any mid-course corrections. 

3.2.14 Recommendations 

The Department should put in place a mechanism for continuous and 
effective monitoring of the schemes/programmes taken up for improving the 
yield of fruit crops as also the area thereunder. The working of departmental __ 
nurseries/farms also needs to be improved and supervisory controls effectively 
exercised to prevent excessive purchase of stores, etc. 

J. 2.15 The above points were referred to Government m September 
1999; reply had not been received (Octob~r 1999). 
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Education Department 

Highlights 

'Nutritional Support to Primary Education' a Centrally .ttpon.foretl 
scheme was introduced initially in 48 blocks of the State in October 1995 
and extended subsequently to all the 121 blocb by 1996-97. The Scheme 
failed to achieve the objectil1e.'i of universali.fation of primary e1/urntion 1mtl 
improvement in the nutritional level of school going children. Thi.-. .-.itut1tion 
arose mainly due to inadequate planning inclutling failure to e.-.tuhli.-.h 
institutional a"angements, non-fixation of target.f for increasing enrolment 
and attendance anti ab.fence of any proper .'iystem for monitoring the 
implementation of the Scheme. 

• Due to failure of the State Government to properly plan and establish 
institutional arrangements for effective implementation of the ·scheme, 
the objective of universalisation of primary education and improving 
nutrition level of students was not achieved. 

(Paragraph: 3.3.4) 

• _ There was shortfall ranging from 22 to 100 per cent in Jam mu Division 
and 51 to 84 per cent in Kashmir Division in lifting of allotted quantity 
of foodgrains from FCI during 1995-96 to 1998-99. The State could 
not, thus, avail the assistance of Rs. 31.76 crore in the form of 3.74 lakb 
quintals of rice. 

(Paragraph: 3.3.5.l) 

• Cooked meals were served during 1995-96 and 1996-97 for 28 to 53 
days and 29 to 117 days against a minimum of 120 and 200 available 
school days respectively. While foodgrains were issued for one to seven 
months only during 1997-98, no foodgrains were provided to the school 

. chil~ren during 1998-99. 

(Paragraph: 3.3.5.3) 

• Liability of Rs. 69.25 lakh bad been created on engagement of cooks in 
four test-checked districts of Kupwara, Jammo, Anantnag and
Udhampur. 

(Paragraph: 3.3.5.4 {b) (iii)) 
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• Targets for increasing enrolmen~ attendance and reducing dropout 
rate of students at primary level had not been fixed. 

(Paragraph: 3.3.6) 

• The implementation of the Scheme was neither monitored nor was its 
performance evaluated by Government either through its own agencies 
or through any independent agency. 

(Paragraph: 3.3. 7) 

3.3.1 Introduction 

Nutritional Support to Primary Education. a Centrally sponsored 
scheme. was launched by Government of India in August 1995. The objective 
of the Scheme was to boost universalisation of primary education by increasing 
enrolment, retention and attendance, simultaneously improving the nutrition 
level of students. The objective was to be achieved by providing free nutritious 
and wholesome cooked meal/processed food, having a calorific value 

/ 

equivalent to 100 gms of wheat and rice, to all students of class I to V in all 
Government, Government aided and Local Body schools on each school day 
for ten academic months in a year. Institutional arrangements for providing 
pre-cooked/cooked food were to be developed in all States within a period of 
two years from the date of launching the Scheme. Till then, foodgrains at the 
rate of 3 kgs per -Student/month were to be issued to each student having a 
minimum attendance/ of 80 per celll. While cost of foodgrains and expenditure 
on its transportation up to villages/ schools was to be borne by the Central 
:Jovernment, labour charges for conversion of foodgrains into cooked food 
and cost of construction of kitchen sheds wherever necessary was to be met 
from poverty alleviation programmes implemented by the Rural Development 
Department. 

The Scheme was introduced in 48 blocks in October 1995 and was 
extended to all the 121 blocks of the State by 1996-97. 

3.3.2 Organisational set-up 

The Scheme was implemented in the State at block level through 
ZEOs" under the supervision of CEOs~' at district level. DDCs were 
responsible for allotment, transportation of foodgrains within the district and 
provision of funds for conversion of foodgrains into cooked food . Directors of 
Education at Srinagar and Jammu were responsible for overseeing and 
monitoring the prog{ess of the Scheme at Divisional level under the overall 

• ZEO. Zonal Education Offi~-r 
'" CEO. Chief Education om~-r 
- DOC- District Dcvclopmi.:nt Conunissioncr 
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Database indicating 
number of Primary 
schools to be 
covered, enrolment 
figures and 
requirement of 
foodgrains, etc. not 
maintained 

As against issue of 
foodgrains during 
interim period 
cooked food was 
served 

Scheme failed to 
take off and made 
serioos inroads in 

- the teaching time of 
teachers 

control of Education Department. A Committee under the Chairmanship of the 
Chief Secretary was to monitor the Scheme at the State level . 

3.3.3 Audit coverage 

Implementation of the Scheme was reviewed in 228 schools out of 
1382 schools falling in 2011' zones in five (Jammu, Udhampur, Kathua, 
Anantnag and Kupwara) out of 14 Districts of the State during the period from 
January 1999 to April 1999. Records relating to the implementation of the 
Scheme were also test-checked in the offices of Commissioner-cum-Secretary 
to Government, Education Department/Planning and Rural Development 
Department, Directorates of Education, Food and Supplies and Rural 
Development Department, FCI#" and Assistant Commissioners of Development 
Jammu, Kathua and Udhampur. Important points noticed as a result of test
check are summarised in succeeding paragraphs. 

3.3.4 Planning 

For ensuring effective implementation of the programme, a database 
in.dicating the number of Primary schools in the State, enrolment figures at 
periodical intervals, school days in a year, requirement of foodgrains, 
foodgrains lifted from FCI and its utilisation, etc. was a pre-requisite. The 
records did not reveal that the State Government had maintained the requisite 
data or furnished this information to the Central Government. As a result, 
allocation of foodgrains by the Central Government during the years 1995-96 
and 1996-97 was made on the basis of enrolment figures of 1993-94 as given in 
the Sixth All India Educational Survey. 

The State Government had to develop, within a period of two years, 
institutional arrangements for sef"M'ing cooked food after establishing a well 
defined system of linkages between various agencies for timely supply of 
foodgrains, and ensuring participation of village based voluntary groups. 
During the interim period foodgrains at the prescribed scale were to be issued 
to each eligible student. The State Government, however, without establishing 
institutional arrangements ordered (September 1995) serving of cooked food 
to the students. The Government order (September 1995) did not specifically 
indicate methodology for transportation of foodgrains, engagement of cooks, 
procurement of utensils etc., and for establishing proper linkage with poverty 
alleviation programmes. The Commissioner-Secretary Education Department 
informed (December 1996) the Government that the Scheme had failed to take 
off or have any impact on enrolment/ nutrition level of the students and had 
made serious inroads in the teaching time of teachers. Consequently, the 

Bhalwal, RS.Pora, Pwmandal, Satwari, Gandhi Nagar, Jammu, Dansal, Tikri, Udhampur, 
Chenani, Hiranagar, Kathua, Barnoti, Ghagwal, Kupwara, Drugmulla. Khumriyal, Achabal, 
Anantnag and Bijbehara. 
FCI- Food Corporation of India 
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Central assistance of 
Rs 31. 76 crore not 
a\•ailed of due to non
liftin~ of 3. 74 quintals 
of food grains 

Scheme was modified (January 1997) and it was decided to issue 3 Kilograms 
of rice per month/child as envisaged initially in the Scheme. Thus, lack of · 
proper planning delayed the consolidation and strengthening of the effective 
implementation of the Scheme in the State. Besides, the practice of providing 3 
kilograms of foodgrains per month/child for consumption at home even almost · 
four years after the introduction of the Scheme defeated the primary objective 
of increasing enrol!llent/attendance in schools and improving nutrition level of 
students. 

3.3. 5 Implementation 

3.3. 5.1 Allocation and lifting of foodgrains 

The position of foodgrains allocated by GOI, quantities lifted by the 
Food and Supplies Department from Food Corporation of India and issued to 
Education Department during the period from 1995-96 to 1998-99 was as 
under: 

Year Allotment by GO!* Lifted by Food and Issues to Education Oepartm.:nt a.< J><.'f r~~ord< 
Supplies Department of 

from FCI 
Food and Supplies Edu~ation 

Department Departmo:nt 

Quanti~ in guintals 
J K J K J K J K 

1995-96 41110 28630 32110 6453 16337 6453 18237 26 17 
(22)° (67) 

1996-97 77652 65736 43753 15586 21706 15586 268114 21 6 11 
(44) (76) 

1997-98 97065 82171 46013 40517 23320 40517 26954 46313 
(53) (51) 

1998-99 97065 82171 Nil 13116 Nil 1311 6 ( ')') 5511 
100 84 

Total 312892 258708 121876 75672 61363 75672 72194 76052 
(J= Jammu. K=Kaslunir) 

It would be seen that there was significant shortfall in lifting of 
allotted quantity of foodgrains from Food Corporation of India. The shortfall 
ranged from. 22 .to 100 per cent in Jammu Division and 51 to 84 per cent in 
Kashmir Division during the years from 1995-96 to 1998-99. Reasons for not 
lifting the allocated quantities of foodgrains were not intimated. Consequently, 
the State. Government failed to avail of the Central assistance of 3.74 lakh 
quintals of rice (value: Rs. 31. 76 crore computed at minimum rate for relevant 
years). Further, against 1.22 lakh quintals of rice lifted by Food and Supplies . -
Department in Jammu Division during 1995-96 to 1997-98, only 0.61 lakh 
quintals were issued to the Education Department ending March 1998. 
Disposal of the remaining quantity valued at Rs 5. 07 crore though called for .-

• Does not include foodgrains allocated for Ladakh and Kargil Districts 
• Figures in parenthesis indicate percentage shortfall 
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Quantit)· of 
food~rains issued by 
the Food and 
Supplies 
Department and 
that accounted for 
by Education 
Department at 
variance 

Monthly 
consumption of 
food~ntins in 
school/zones not 
monitored 

from the Director Food and Supplies Department, Jammu, was not intimated. 
Following further points were also noticed: 

(i) Government had directed (September 1995) Food and Supplies 
Department to maintain the accounts of rice supplied to Education Department 
as per releases ordered by DDCs on monthly basis and submit the accounts to 
Commissioner/Secretary Education Department. As of April 1999, these 
accounts had not been compiled by the Directors of Food and Supplies 
Department Srinagar/Jammu for submission to Education Department. There 
were variations in quantity of foodgrains issued by the Food and Supplies 
Department and those received by Education Department. Some instances of 
zone-wise variations are given in Appendix- I 0. Reasons for variations had not 
been investigated nor had any reconciliation been conducted at any level 
despite instructions of the Government (March 1997) directing Zonal 
Education Officers to undertake periodic/quarterly reconciliation of foodgrains 
with Food and Supplies Department. 

(ii) Monthly consumption of foodgrains in each zone was not monitored 
at any level as a result of which actual consumption of foodgrains and position 
of leftover stocks vis-a-vis quantities received were not ascertainable'. It was. 
however. observed that in 3 9 test-checked schools of 7 zones, 1791. 22 
quintals, 262. 50 quintals and 630 quintals of foodgrains lifted during the years 
1995-96 to 1997-98 respectively were shown fully consumed .even though 
24.03 quintals, 0.50 quintal and 86.82 qtiintals respectively remained unutilised 
at the close of the respective years. Further, in Udhampur zone 118.68 quintals 
of rice lifted in April 1998 was shown consumed during 1997-98. 

(iii) The Education Department lifted 38895 quintals of fine and superfine 
varieties of rice in Kashmir D~vision during the period from 1995-96 to 1998-
99 against prescribed IR-8 variety resulting in extra burden of Rs. 18.15 lakh. 

(iv) Stock account of empty gunny bags was not maintained in any of the 
test-checked schools and ZEOs. While CEOs/ZEOs of District Anantnag, 
Udhampur and Kathua stated that the bags were returned to Food and Supplies 
Department, CEO Jamrnu stated (May 1999) that the bags were retained by the 
schools and were damaged· in stores. CEO, Kupwara stated (April 1999) that 
the empty bags were lying in the respective zones/schools. On the basis of 
9482.57 quintals and 4759.48 quintals of rice lifted by Jammu and Kupwara 
districts and sale rate of gunny bags fixed by Food and Supplies Department, 
non-disposal of a minimum of 14242 empty bags resulted in loss of Rs I. 71 
lakh. 

(v) Despite complaints from public regarding issue of inferior quality of 
foodgrains under the Scheme, mechanism/procedures for ensuring supply of 
foodgrains of proper quality had not been established. 
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Transportation of 
foodgrains not done 
by DRDAs 

Transportation by 
teachers resulted 
in loss of teaching 
time 

Scheme 
implemented for 
periods ranging 
from nil to eigbf 
months 

3.3. 5. 2 Transportation of foo,Jgrains 

The Scheme envisaged transportation of foodgrains from FCI 
godowns to schools by DRDAs to whom cost of transportation at the rate of 
Rs 25 per quintal was reimbursable from Central Government. However, 
DRDAs were not entrusted with the work of transportation of foodgrains in 
any of the test-checked districts. Instead foodgrains were lifted by school 
teachers and pending reimbursement, carriage charges were met from funds 
allotted for cooking of foodgrains or from local funds of the schools. This 
resulted in loss of teaching time and diversion of school funds meant for 
promotion and popularisation of games, etc. 

The overall position of expenditure incurred/liabilities created on 
carriage of foodgrains had not been monitored at State or Divisional level. 
Accordingly, reimbursement of estimated carriage charges of Rs 34.25 lakh• 
had not been claimed from Government of India as of April 1999. CEOs 
Udhampur, Jammu and Budgam, however, projected (April/August 1998) 
liabilities of Rs. 4.32 lakh, Rs 0.69 lakh and Rs 2.87 lakh respectively on this 
account. 

3.3.5.3 Coverage 

The Scheme was to cover all the school going children of primary 
classes of Government, Government-aided and local body run schools and 
cooked food was to be provided during school days for 10 months in a year. 
The Scheme was, however, implemented only in Government schools. Test
check further revealed that even Government schools were not fully covered in 
the test-checked district~ during 1995-96 to 1997-98 for various spells. The 
number of months for whi~h cooked food/foodgrains was provided in five test
checked districts during the period from 1995-96 to 1997-98 was as under: 

Districts 1995-96 1996-97 1997-98 
Anantnag Nil 2-5 7 
Kupwara Nil 3 
Jammu 1-3 1-3 1-3 
Kathua 5 4-8 2-3 
Udhampur 5 5-8 4-7 

While the Scheme was implemented for periods ranging from nil to 
eight months only during the years 1995-96 to 1997-98, it was not 
implemented in Jammu Division and the two test-checked districts of Kashmir 
division during 1998-99. This was reportedly due to non -release of foodgrains 
by FCI, reasons for which were not intimated (October 1999). Further, cooked 

Based on transportation cost at the rate of Rs 25 per quintal for 1.37 lakh quintals issued by Food 
and Supplies Depertment 

74 



Cooked 
food/food~rains 

sen·cd to children for 
28 to 117 da~·s 

· against a minimum of 
120 and 200 nailahlc 
school da~·s 

Excess expenditure 
of Rs 8.22 lakh 
incurred on cooking 
of meals 

Expenditure"of Rs 
12.47 lakb incurred 
on purchase of 
pulses, spices, edible 
oil, etc. even after 

· serving cooked food 
was dispensed with 

meals were served to children only for 28 to 53 days and 29 to 117 days during 
1995-96 and 1996-97 in the test-checked schools against a minimum of 120 
and 200 availabJe days except in Udhampur District where meals were served 
for 38 to 69 days during 1995-96 and 90 to 149 days during 1996-97. 

3.3. 5. 4 Conversion of foodgrains into cooked meals 

(a) Cooking of meals 

For converting rice into hot cooked meals for being served to 
children, State Government ordered (September I 995) that cost of cooking 
rice, vegetables, dal and other material, per kg would be reckoned at Rs 8 
(equivalent to the cost of one kg of rice). The funds for the purpose were to be 
released by DDCs by debit to overall savings of district plan of each district till 
formal allotment was made by Planning Department. Consolidated records 
indicating details of funds released and expenditure incurred were not 
maintained either at State or Divisional levels. Scrutiny of records in test
checked districts, however, revealed as under: 

(i) In Anantnag District, cost of preparation of cooked meals ranged 
from 89 paise to Rs 2.10 per I 00 gms of rice in 12 zones resulting in an excess 
expenditure of Rs. 6.30 lakh during 1996-97. In Shangus Block of the same 
District, expenditure of Rs. 3. l 0 lakh was incurred on cooking of 14 7. 23 
quintals of rice against Rs l . 18 lakh admissible as per norms, leading to excess 
expenditure of Rs. 1. 92 lakh. 

(ii) In Kupwara District expenditure of Rs. 13.23 lakh was incurred 
(March 1996) by the CEO on centralised purchase of cooking/dietary items 
and on carriage, handling, rent, etc. Based on 3964.96 quintals of rice 
reportedly consumed in :he Di~trict during the period ending June 1996, the 
average expenditure on cooking I 00 gms of rice worked out to 26 paise which 
was unreasonably low. The genuineness of the expenditure was, therefore, 
doubtful. 

(iii) Out of funds of Rs 17. 07 lakh placed at the disposal of CEO Kupwara 
by the DDC, expenditure of Rs. 12.47 lakh was incurred (March 1997) on 
purchase of turmeric powder (62.84 quintals), pulses (133 .05 quintals), salt 
(65.93 quintals), edible oil (15350 litre~) and Rs. 4.60 lakh were paid to 13 
zones as incidental charges despite th er fact that serving of cooked food was 
dispensed with effect from January 1997. The material received between 
November 1996 to March 1997 was stated (April 1999) to have been 
distributed among students eventhough no foodgrains were issued to the 
students during this period. The details of utilisation of Rs. 4 .60 lakh 
(incidental charges) were not intimated by the CEO or ZEOs as the records 
relating to the Scheme had been confiscated by the Police (Crime Branch). 
Further developments were awaited (May 1999). 
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Uniform procedure 
for enJ!a~ement of 
cooks not ,,rescribed 

Expenditure incurred 
on engagement of 
cooks not monit'lred 
nor muster sheets 
maintained 

(iv) Entire amount of Rs. 14.74 lakh (Rs. 6. 12 lakh in 1995-96 and Rs. 
8.62 lakh in 1996-97) drawn by ZEO, Udhamp'l:ff had been reported as 
expenditure eventhough expenditure of only Rs. 11 .46 lakh (Rs. 4.26 lakh in 
1995-96 and Rs. 7 .20 lakh in 1996-97) was actually incurred and unutilised _ 
amount (Rs 3.28 lakh) was refunded subsequently in November 1996 and May 
1997 by him. Further, ZEO, Tikri had retained (April 1999) the unutilised 
amount of Rs. 1.17 lakh, out of Rs. 4.51 lakh drawn in March 1997. in the 
bank account and ·ZEO, Chenani had not maintained any separate account for 
the Scheme as a result of which the utilisation of funds released could not be 
verified in audit . 

(b) Appointment of cooks 

Expendi,ture on engagement of cooks/helpers was to be met from the 
s • 

Centrally sponsored wage employment schemes such as JR Y /EAS . The State 
Government while launching the Scheme (September 1995) did not prescribe 
any methodology/norms for engagement of cooks. Rural Development 
Department, however, entrusted (December 1995) cooking to A11Ka11wari 
centres under ICDS at locations where these centres functioned and at other 
locations, the cooks were to be engaged by DDCs in consultation with CEOs. 
A test-check of records in audit. however, revealed the following: 

(i) A11ga11wari workers were not involved in cooking in any of the blocks 
except in 39 schools of Srinagar district where honorarium at the rate of Rs. 
200 per month was paid to them. 

(ii) Procedure.for engagement of cooks was not uniform in all districts. In 
Srinagar and Anantnag districts contingent paid/part-time employees such as 
safaiwalas were engaged on consolidated wages rate of Rs. 200 per month 
while in other test-checked districts of Udhampur and Kathua, the cooks were 
engaged on daily wage rate of Rs. 28. In Kupwara District, part time 
employees were engaged on daily wage basis of Rs. 28 per day. 

(iii) Consolidated records of expenditure incurred on engagement of 
cooks at State or District level had not been maintained. However, in test
checked district of"Kathua, expenditure of Rs 12. 56 lakh had been incurred on 
engagement of cooks. Besides, unpaid liability of Rs. 69.25 lakh had been 
projected in 4 other test-checked districts. Payments made to cooks was not 
monitored and verified by respective ZEOs/BDOs or Assistant Commissioners 
(Development) nor were any muster sheets maintained. 

s Jawahar Rozgar Vojna 
• Emplo~1nent Assurance Scheme 
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increasing 
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not fixed 

Scheme failed to 
hne any siJ,!nificant 
im1,act on increasing 
enrolment 
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rate not monitored 

Implementation of the 
Scheme neither 
monitored nor 
evaluated 

3.3. 6 Targets and achievements 

State Government had not fixed any targets under the Scheme for 
increasing enrolment, attendance and retention rate of students. Test-check 
revealed that enrolment at primary level had increased from 3.33 lakh in 1995-
96 to 3.71 lakh in 1997-98. in Kashmir Division but declined from 3.03 lakh to 
2. 79 lakh in Jammu Division during the same period. The overall increase of 2 
per celll in the enrolment figures in the State from 6.36 lakh during 1995-96 to 
6.50 lakh in 1997-98 following introduction of the Scheme was much less than 
the increase of 24 and 33 per cent registered during 1993-94 and 1994-95 
respectively over the enrolment in 1992-93 when the Scheme had not been 
introduced. Reasons for decrease in enrolment figures had not been 
investigated (April 1999). The position of enrolment in test-checked districts 
was as under: 

District Enrolment 
1995-96 1996-97 1997-98 1998-99 

Jammu 74316 63708 67923 64399 
Kathua 43000 44467 42705 42032 
Udhampur 60917 67169 66918 64153 
Kupwa·ra 38362 42875 NA* 46487 
Anantnag NA" 74772 83006 NA* 

As would .be seen that, the Scheme failed to have any significant 
impact on increasing the enrolment rate. Year-wise and school-wise data on 
dropouts had not been monitored/maintained by the Chief Education Officers, 
despite specific orders of the Government to report dropout rates twice a 
month to the respective DDCs. Education Department had, however, observed 
(December 1996) that the impact of the Scheme in curbing dropouts was not 
significant. Corrective measures, if any, taken were not on record. The impact 
of implementation of the scheme if any on the nutritional standards of the 
school children had also not been assessed. 

3.3. 7 Monitoring and Evaluation 

District Development Commissioner of each district was responsible 
for monitoring the Scheme in the district and reporting block-wise progress to 
the Education Department. Chief Education Officers were also to report 
dro~out rates, twice in a montli to the DDCs. District Level Committees, 
comprising MPs, Ml.As, panchayat leaders and officials of the Department and 
headed by DOC and Village Education Committees were envisaged to be set 
up for monitoring the programme, creating awareness and generating 
community support . These Committees had not been set up in the test-checked 

· As on September each year 
• Not available 
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districts of Jammu. Udhampur, Anantnag and Kupwara. nor was the 
implementation of the Scheme monitored at any level. 

3.3. H Recommemllltion.\· 

Implementation of the Scheme. which has virtually stopped in 1998-
99 needs to be taken up only after ensuring adequate ground work and proper 
planning by way of obtaining reliable data relating to number of schools to be 
covered and enrolment thereof. outlining specific methodology to be adopted 
for cooking and transportation of foodgrains, etc. The monitoring mechanism 
also needs to be strengthened/improved so that benefits of the Scheme reach 
the target group and the impact of the programme is evaluated. 

3.3. 9 The above points were referred to Government in July 1999: reply 
had not been received (October 1999). 
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Food and Supplies Department 

3.4 Public Distribution Systefll incJu.(f.iijgJlevampcd ~u•<l Target"·d 
P. ~11,>lk o i~.~~~.~ lJ. tio •• Sy~~~~·~' ,,,.=:it,,;:;r:@::,::i::l::::mr=.:::, ,, .: ... ·, .= ... 

Highliglrts 

Public I>istribution System aims to pr<Jl'it!e foot! securi~p to 
eco110111ical~1' 1l'eaker sections <~{society. I>ue to lack r~l an at!et111ate \VSte111 
of ide11t~ficatio11 <d. beneficiaries, the ba.'iic objectil'e <~l resource tra11.~fer to 
tlte poor mu/ 11utritimwlly l'ulnerahle has not been achieved .rnti.~lactorily. 

The .financial position and workir.g results <if the Department was not 
ascertainable as pro for11w accounts lwd not been prepared. Instance.\· of 
non-utili.rntion <d. central assistance, misappropriation <~l foot/grains, 
avoidable expenditure and losses 1/ue to prolonged storage were also 
noticed. 

• 5.09 lakh BPL families had been identified under TPDS which 
included ineligible beneficiaries l.ike pensionus, Government 
employees a nd businessmen with inconie ab-0ve poverty line limits. 

(Paragraph: 3.4.4) 

• E valuation study of TPDS conducted by Evaluation and Statistics 
Department in Pulwama and Baramulla districts revealed that out of 
242 and 623 families selected for field study, 23 and 5 p er cent families 
were above poverty line. Further, in 31 p er cent cases in Pulwama 
d istrict, subsidised ra tions f'iad not been issued at any stage to .-the 
beneficiaries and in 18 and 10 per cent cases in the two districts, 
beneficiaries were engaged in other gainful employment/business. 
Issue of subsidised ration to them resulted in ir regular payment of 
subsidy aggregating Rs 2.53 lakh. 

(Paragraph: 3.4.4 (a) (b) and (c)) 

• The proforma accounts of the Department had not been prepared 
since 1973-74 and 1975-76 in respect of Jammu and Kashmir divisions 
respectively, in the absence of which neither the financial position nor 
working results of the Department was ascerta inable. 

(Paragraph: 3.4.5) 

• Temporary advances ofvRs 158.28 crore paid by the Department to 
var ious officials for meeting day to day expenses were outstanding 
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_::1~:~::::~::;;ig111r111r.~11a1111"11~1111111i:~.:::::~i.~~:~ 
(Paragraph: 3.4.5) 

I 
' (Paragraph: 3.4.6) 

-~·-=::;~; 
(Paragraph: 3.4.8.1) 

ltlii;1:.-~~E 
(Paragraph: 3.4.9 (iii)) 

.I :; 
(Paragraph: 3.4.9 (iv)) 

.,,~==:~s•tr:M~~i:::;: 
(Paragraph: 3.4.11 (b)) 

• The implemeuta~a. and °JS;Qpact of P~PDS· ,.bad neither been 
monitored no.~.=~Y..t.lu.t~; ._:;\:~;i::~::,:r:~::L. '° .. <: 

(Paragraph: 3.4.14) 
.· 
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3. 4.1 Introduction 

Area of the State 1 2.22 lakh s(1uare kiJo_rnctn;s 
Po ulation 77 19 lakh (as per I CJ'> I cstinwtc:- ) 
Distri cts 14 

-+------
Blocks/ villa •e ancha at s I 19/ 1462 

Scheduled Caste 8.33 / )('!' n'lll 

Scheduled Caste/ Schedu!!~ Tribe~ulation _ 

t---- - ---+------- - - -
. Scheduled Tribe I I / '('!' ce111 . - ---- -

rirulture Production of main ce~e~!s dur~ng 1992-98 (average) 
I Ri ce '.' . 13 lakh MTs 

I 

! Wheat I 3 9'.' lakh f:'1Ts 
Other cereals 5 09 lakh MTs 

>-------~------ - t ·--- ·--

Food-deficit/surplus I Jammu and Kashmir is a food-
1 I defi cit State and im port s li.H1dgrai 11s 

I I through Food Corporation or India 
i Durin!.! 1992-93 to I 'N7-t>X . it 
I ~ 

: imponed 22.58 lakh \1Ts of 
I foodgrains (rice. 14.88 lakh \1Ts. 
I wheat : 7. 70 lakh MTs) 

umber of households 1 13.45 lakh 
Ratiun cards issued 
Number of fair price shops/sale 

I 
I 342 1 

I cent _re_s ______ _ 

The Public Distribution System (PDS) is a major instrument 
fo r pn)\'iding essential commodities to the economically weaker sections of the 
society at affordable prices at their d0or step. RPDS ' was launched h~' the 
Central Government from June 1992 with a view to cover people li ,·ing in 
tribal. arid. hilly. drought prone. desert and remote areas that had cn11cc1 1tratio11 
of poor families and for strengthening of infrastructural requirements. The issue 
rat es of foodgrains under this scheme were fi xed lower by Rs 50 per quintal 
than the CIP0 of foodgrains released for PDS. Fitly-seven blocks in c i .~d11 

districts of the State were brought under RPDS. The Central Gm·crnmcnt 
introduced a fresh scheme of TPos• in June 1997 with special focus on 
populat ion livi ng below the poveny line. Under thi s scheme a minimum I() 
kilograms of foodgrai ns (Wheat/Atta/ Rice) per family, per month is to be 
provided to identified families li ving below poverty .line at specially subsidi sed 
rates. 

' RPDS- Revamped Puhl11: Distrihution Syst.:m 
• C!J'- C...:ntral lssu.: l'ric.: 
.. TPOS- Targeted Puhli1: Distribution S\·st.:m 
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45 J't'f , '<'Ill of t ht· 
hn1l'firiarit·s "tTl' 
indi:,!ihk 

3.4.2 Organi.mtimwl .'iet-up 

The Public Distribution System was implemented by Directors of 
Food and Supplies at Divisional level, Deputy Director and Assistant Directors 
at the District level and Tehsil Supply Officers at the Tehsil Level under the 
administrative control of Commissioner-cum-Secretary. Food and Supplies 
Department at the State level. 

3.4.3 Aiu/it C<Jl'erage 

The working of the PDS fo r the period 1984-85 to 1990-9 1 and 
RPDS for the period from I 992-93 to 1994-95 was reviewed in audit and 
comments thereon included at paras 7.6 of the Audit Report of the Comptroller 
and Auditor General of India for the years I 990-9 1 and 1994-95 respectively. 
The implementation nf the programme in the State during 1992-93 to I 998-99 
was test-checked in audit during February I 999 to May 1999 with reference to 
records of the Administrati\-c Department. Directorate of Food and Supplies 
Jammu and Srinagar and Assistant Directors of 12 districts· . The points noticed 
in audi t are discussed in the succeeding paragraphs: 

The serYices of the ORG-MARG were commissioned by the 
Comptroller and ..-\uditor General of India with a view to obtaining the -. 
beneficiary perception of the programme and related matters. The ORG
MARG carri ed nut surve~· in Kathua and Jammu districts. Findings of the 
survey on matters discussed in the Report have also been included in thi s 
review 

3.4.4 /tle11t~firntio11 <~(Target (iroup 

The identification of the population below poverty line and issue of 
foodgrains. at specially subsidised rates. to the poor and nutritionally 
Hilnerable was the most important fea ture of the TPDS . Pending identification 
of the 13PL' fa milies in the State at micro level. provisional est imates arrived at 
b~· the Planning Commission during I 993-94. were to be adopted. Test-check 
re,·ealed that against 6 18 lakh BPL fami lies (Kashmir: 3 39 lakh: Jammu 2. 79 
lakh) . as per the estimates of Planning Commission. the Department identified 
) ()t} lakh BPL fami li es (Kashmir :2 70 laklr . Jammu · 2.39 lakh) in the State up 
to l\1ard1 I 999 Test-check of the records of 339 identified beneficia ries in 
Jammu re,·ealed that I:' I bene ficiaries (45 f'l'r cmr ) were ineligible as they 
were (ioYernment sen·ant s. pensioners. self employed people and businessmen 
wit h income ablwe po\'erty line limits. An amount of Rs 1.42 lakh was involved 
on issue of rations at subsidised rates to these ineligible beneficiaries duri ng the 
period from June I 997 to September 1999. Test-check of records further .-
--- -·--- - ----

.- \ 11 . 1111 11a~ . I '11 1\1 .1111a . I luJ~am. llaramul la. Kup11ara . Srnwgar 1lfornl1. Snnagar 1 l ' 111 1_ .lam mu. 
K.11h11a . Rar\\111 1. I ' \lo11d1. l 1Jhamp11r. I loJa anJ .lammu 1l<ationing1 
lkh111 l'n1..:11' I 111..: 
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revealed that though ration cards had been issued to the identified beneficiaries 
in Jammu division and urban areas of Kashmir division, photographs of the 
beneficiaries had not been pasted on the ration cards as envisaged. Further, no 
ration cards were issued to identified beneficiaries in the rural areas of Kashmir 
division and rations at subsidised rates were issued on the basis of BPL lists 
prepared by the Revenue authorities. 

It was also seen in audit that despite village/panchayat level lists of 
BPL families available with DRDAs''' for implementation of various poverty 
alleviation programmes, a de-nova identification of the target group under 
PDS was got done from Revenue Department and village level workers of 
Rural Development Department. Reasons for the same were not intimated. 
While DRDA lists in Kashmir division were not provided to audit as these were 
stated to be under revision, cross verification of the two lists in three• districts 
of Jamrnu division revealed that 499 ( 18 per cent) out of 2805 test-checked 
benefi ciaries identified by Food and Supplies Department did not figure in the 
BPL li sts prepared by the DRDAs of these districts. Reasons for variation were 
not intimated. Subsidy on issue of rations to these beneficiaries during the 
period June 1997 to September 1999 amounted to Rs 4.69 lakh. 

The distribution of rations under TPDS to BPL families during 1997-
98 was evaluated (November 1998) by Evaluation and Statistics Department in 
Pulwama and Baramulla districts. The study revealed that : 

(a) Out of 865 fam ilies (Pulwama: 242; Baramulla: 623), selected for 
field study, 55 fa milies (23 per cent) and 32 families (5 per cent) had irregularly 
been identifi ed under BPL category in Pulwama and Baramulla distri cts 
respectively despite having an annual income of Rs 20 thousand and above. No 
action had been taken on these r,eports till March 1999 and 19. 14 MTs of 
foodgrains involving subsidy of Rs 0.86 lakh was irregularly released to these 
families during the period June 1997 to March 1999. 

(b) 76 families (31 per cent) of the 242 families covered in sample study 
in Pulwama district had not received ration at subsidised rates at any stage 
during June 1997 to November 1998 under TPDS. Obviously, foodgrains 
(quantity: 1.37 MTs; subsidy: Rs 0.62 lakh) meant for these targeted families 
did not actually reach them and the possibility of its misutilisation by way of its 
diversion to open/black market cannot be ruled out . 

(c) l 0 per cent and l 8 per cent of the families selected as sample in 
Baramulla and Pulwama districts respectively were engaged in other subsidiary 
occupations including Government service and ineligible fo r benefit s under 
TPDS. This resulted in flow of irregular subsidy of Rs 1.05 lakh on foodgrains 

•v 
.. Distri ct Rural lk vdopmcnt J\gcncit.:s . 

Ra1ouri , Udhampur an<l Jammu 
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1055 incli~iblc 
families included in 
BPL lists 

Pro fornw accounts 
in rcs1>ect of Jammu 
and Kashmir 
Di\·isions in a rrears 
since 1973-74 anti 
1975-76 rt's1>ccti\·c1~· 

(quantity: 23 .32 MTs) issued to I 06 ineligible fami lies (Pulwama: 44: 
Baramulla: 62) during the period from June 1997 to March 1999. 

With a view to prevent misuse of the Scheme, the State Government 
directed (April 1999) framing of committees at tehsil level with public/elected 
representatives of the area as its members. These committees had to re-veritV 
the correctness of BPL families, already identified under TPDS and submit a 
report by 3 I May· 1999. The envisaged action had not, however. been taken 
(October 1999) reasons fo r which were not available. Re-verifi cation was. 
however. done by the functionaries of the Department during May-September 
1999. In the two test-checked districts I 055 families (Pulwama: 620: Budgam 
435) were identified who had been irregularly included in the BPL lists. This 
had resulted in irregular issue of rations involving subsidy of Rs I 0.44 lakh to 
these families during June 1997 to March 1999. The re-verification further 
revealed that 3067 fi ctitious benefi ciaries had been included under normal PDS 
in Budgam distri ct. As would be. thus, seen the identifi cation of beneficia ries 
under the programme was not done properly and the benefit s of the schemes 
were being extended to all irrespective of their fi~ancial status. The survey 
conducted by ORG-MARG also revealed that only 3 per cent of sa 111 ple 
households (having annual income less than ·Rs 20000) were living ·belo\..,, 
poverty line'. 

3.4.5 Compilation of account.'! 

In its second Report ( 1962). the Public Accounts Committee had 
recommended that pro f (m11a accounts of all Government co111mercial 
undertakings (including Food and Supplies Department) should be prepared 
immediately after the close of the financial year but not later than I June and 
got certified by Audit before 30 September. Subsequently. in its I :'th Report 
( 1975-76), the Committee had taken a serious note of the dela~· caused in the 
finalisation of pro Jonna accounts. recommending that the time bound 
programme ch!llked out fo r the purpose be adhered to strictl:i• The State 
Cabinet also directed (March 1998) the Department to compile 11m .fnm1u 

accounts from I April 1998 in consultation with the State Finance Depart111en1 
and also to compile pm forma accounts for earlier years on the basis nr model 
proforma accounts for 1997-98 . The preparation o f 1Jroformu acwunts was. 
however, in arrears since 1973 -74 and 1975-76 in respect of Ja mmu and 
Kashmir divisions respectively (May 1999). In absence of these accounts 
neither the financial position nor the working result s of the Depanment \Vere 
ascertainable. The records relating to budget allotment made. expendi ture on 
procurement of foodgrains. sugar/kerosene oil etc and remittances made 
against sale of foodgrains for the years 1992-93 to 1998-99 were also not 
available. 



Temporar~· 

adrnnccs of Rs 
IS8.28 crore 
outstanding 

Shortfall in liftin~ of 
rice and wheat 
ranged between 10 
and 70 p er c:ent and 
JJ and 71 per c:ent 
rcs1>ccti\·c1~· 

Extra suhsid~· of Rs 
29.S<i lakh 

• The Department paid temporary advances to it s officers/otlicials for 
meeting day to day handling and other expenses. During test-check in Jammu 
division it was noticed that the Department had been making advance payments 
witho ut adjusting previous advances, as a result of which the outstanding 
temporary advances had accumulated to Rs 158.28 crore1

v against various 
departmental officers at the end of March 1999. Action taken for 
recovery/adjustment of outstanding was not intimated (May 1999). 

3.4.6 Procurement (Int/ tli.~trihution of fo(}{/grt1im 

The year-wise position of food grains allocated by the Central 
Government, quantities lifted and distributed m the State during 1992-93 to 
1998-99 was as under: 

I 1.akh lt>1111'.:s) 

"!•ear Allocation hy C.:nll'al i.illing I>istrihutinn S h111tla ll 111 lollmg 
Gov.:rnm.:nt 111' ltlf.H.i~r~tll•~ 

Ric~ Wh.:at Rice Wheat Rice Wheal Ro.:e \\'heal 

1992·9J 4.32 2.40 2.14 I. I 5 1.75 0.'H 2.1 l< 12 ~ 
( ~111· !521 

199J-94 4.J4 2.40 1.<, I 1.26 1.71< 1.49 2.7.l I 14 
(<1.l) (41<) 

1994.95 5.20 .l .50 U 4 1. 12 1.50 1.20 .l .<i<1 2 .. ll< 
(70) !<•l<) 

1995-96 5.21! .l .60 2.67 1.05 2.J(, 1.01 2.<1 I n~ 
(41J> (7 1) 

1996·97 4.08 .l.<10 .l .6.l 1.4!< .l .5<· 1.46 0.45 2. 12 
!l I 1 (5'J) 

1997-91< 4.08 2.7:l .l .D l. !<2 .UO 1.1<1 0 'J 5 0 .'J I 
(2.1) 1.l.l) 

1998-99 J .90 .l.6-1 .l.52 1.4R .l .47 1.45 O .. l!< 2 11 • 
(1 0) ( 5'J ) 

The shortfall in the lifting of foodgrains over Central allotment varied 
between 10 per c.:e/I/ and 70 per c.:ent and 33 per cent and 71 per c.:e111 in respect 
of Rice and Wheat respecti vely. Out of 18.24 lakh MTs of Rice litted during 
1992-93 to 1998-99, 17.52 lakh MTs only were distributed. The shortfall in 
lifting of the allotted quantities and also in the distribution of Rice was 
attributed (April 1999) by the Administrative Department to poor quality of 
foodgrains, increase in CIP and low price differential in market and PDS rates. 
A survey conducted by ORG-MARG in two districts (Jammu and Kathua) 
revealed that PDS accounted for a negligible portion of household purchases of 
rice, wheat and edible oil. 

According to instructions of the Central Government only common 
variety of Rice (IR-8) was to be distributed among population li vi ng below 
poverty line. It was, however. seen in test-check that 2294.3 I MTs of 
fine/superior (A grade) variety of Rice was issued to such beneficiaries in 
Pulwama (1102.53 MT), Budgam (1179.37 MT) and Rajouri ( 12.4 1 MT) 

iv Ov.:r 30 )'l!ars oltl: Rs 6. •J7 lakh: 21l lo JO y.:ars olcJ: Rs -1 .-l'J i:ror.:: I fl to 20 years olcJ Rs 21 76 c:rorc 
5 to IO ~rs olcJ: Rs -I (1(1 uor.: ancJ less than 5 years olJ· Rs 127 JO mire 
• Figur.:s in par.:nth.:s ts incJii:ah: p.:n:.:ntagc 
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lna1k11m1tc numht.•r 
of fair 11rin· shops 

districts from June 1997 to May 1999 which involved extra subsidy component 
of Rs 29.56 lakh . ... 
3. 4. 7 St1le. outlet ... (fair price ... hops 

. According to the instructions (March 1995) of the Administrative 
department, the average number of consumers to be catered to by a fair price 
shop was not to ... exceed 2000. The number of fair price shops actually s~t up 
was inadequate and the shortfall ranged between 3 per cent and 36 per c.:ent , 
' vis-a-vis' norms fixed. The details of estimated population in each district, as 
per 199 1 projections, requirement · of sale centres/fair price shops as per 
prescribed norms and shortfall in setting up of centres are indicated in 
Appendix- I I . 

The number of Sale Centres actually set up was at variance as per the 
records of Administrative Department (3269 Centres), Directorate of Food and 
Supplies (3 111 Centres) and District Offices (3421 Centres). The discrepancy 
had not been reconciled (May 1999). 

According to the ORG-MARG survey conducted in 3 towns and 20 
villages of Kathua and Jammu districts, ration shops opened irregularly and 
infrequently. The frequency of opening these shops was less than once in a 
week in 70 per cent cases in rural areas. The availability of commodities at 
ration shops was also far less than the monthly entitlements of the ration ticket 
holders. Nearly one-fifth of the consumers felt that the commodities were not · -
weighed correctly. The survey also brought out that, while. wheat was rarely 
available in the sale outlets, quality of rice supplied at these outlets was 
generally poor. It was also seen in the survey that . though the dependence on 
the PDS was more in rural areas. there was a perceptible bias towards urqan 
areas so far as availability of commodities and opening of ration shops was 
concerned. 

3. 4. H Strengtltening of infra ... tructural faci/itie." 

3. 4. H. I Purcha ... e <~f mobile l'<tm 

Under RPDS. essential commodities were to be supplied to the Sale 
Centres at their doorstep. For this purpose. Central Government provided 
assistance in the fo rm of loan and subsidy in the ratio of 50:50 for purchase of 
vans. During 1992-93 to 1998-99 funds aggregating Rs 4.60 crore were 
released by the Central Government for purchase of 70 mobile vans for- -
di strihution of essential commodities in far flung and hilly areas. The State 
Go\'ernment in turn released Rs 2.J3 crore to Manauinu Director. Jammu and - - ... 
Kashmir State Road Transport Corporation (SRTC) who procured 39 
, ·ans/ tnicks at a cost of Rs 2 23 crore. The vehicles purchased were. however, 
registered in the name of SR TC which also provided the services of drivers and 



Central Assistance of 
Rs 2 crore not 
released 

Truck chassis 
procure1l at a cost of 
Rs 27A5 lakh not 
utilised 

Wide n1riation in 
construction cost of 
i.:odowns 

cleaners. The arrangement for meeting the operational cost of the vehicles viz. 
cost of repairs, maintenance and wages of drivers/cleaners, etc was not worked 
out with the corporation up to January 1999. Accordingly, the vehicles were 
taken over by the SRTC and were let out to the Department on payment of 
normal hire charges. Reasons for not drawing any terms and conditions with 
the Corporation for the operation of 39 vans/trucks were not intimated nor had 
the refund of Rs 10 lakh been obtained. 

Out of the balance amount of Rs 2.27 crore, while Rs 2 crore were 
not released by the State Government up to May 1999, Rs 26.27 lakh were 
released (March 1998) to State Motor Garages for purchase of 6 truck chassis. 
However, these vehicles procured at a cost of Rs 27.45 lakh had not been lifted 
by the Department due to non-availability of drivers and non-payment of 
balance amount of Rs 1. 18 lakh. The objective of strengthening the 
infrastructure of PDS for improving mobility was thus, largely not achieved. 

3. 4. 8. 2 Construction of godowns 

Assistance on 50:50 basis in the shape of subsidy/loan was provided 
by the Central Government for construction of godowns for maintaining 
adequate stocks of foodgrains . During 1993-94 to 1997-98, the Central 
Government released Rs 5.29 crore to the State Government for construction 
of 52 godowns (Jammu : 18; Kashmir: 34). The State Government, however, 
utilised Rs 4.07 crore on construction of 46 godowns (Jammu: 16; Kashmir: 
30) up to March 1999. As of March 1998 the Department had taken over the 
possession of only 16 godowns (Jammu: 6; Kashmir: I 0). The progress of the 
construction of remaining 30 godowns was not intimated. According to the 
records maintained, 201 godowns (owned: 111 ; hired: 90) with available 
storage capacity of 1.26 lakh MTs of foodgrains were available at the end of 
March 1999 against about 5 Ictkh MTs of foodgrains lifted from Food 
Corporation of India annually. Appropriate records regarding total capacity 
utili sation of the godowns vis-a-vis the available capacity on annual basis had 
not been maintained and analysed for determining additional requirement, if 
any, of storage capacity. Test-check also revealed that there were wide 
variations in cost of construction per tonne capacity within the same district 
and between different districts. The cost per tonne capacity varied between Rs 
41.g3 and Rs 6873 in Jammu and between Rs 3447 and Rs 5286 in Kashmir 
divisions. Reasons for such wide variations were not intimated (June 1999). 

3. 4. 9 Transportation 

For movement of foodgrains, the Department hired vehicles from 
State Road Transport Corporation (SRTC) without entering into any 
agreement with them. The Department was hiring trucks from SR TC for 
carriage of foodgrains and essential commodities on flat rates which were much 
higher than the rates charged by the State Transport Authority. The rates 

87 



·. 

Avoidable 
cx11cnditurc of Rs 
1.18 crore 

Al·oidablc pa~·mcnt 

of Rs 6.92 lakh 

Foodj!rains , ·alucd 
at R'i 27.36 lakh 
mis-a1>1> ro1• riatcd 

A rnidahle 
expenditure of Rs 
5.12 crore 

charged by SRTC were also allowed to private operators who were engaged 
by the Department. The reasons for not inviting tenders/rates from carriage 
contractors for obtaining competitive rates were not available from records. 
Following points were also observed:-

(i) In Jammu Province, the Department received wheat between April 
1995 and March 1999 from Food Corporation of India and instead of 
despatching it direct to mills for grinding, who were required to keep fi xed 
storage capacity available for storing as per agreement, was first dumped in 
departmental stores and subsequently transferred to mills. This inetlicient 
management system resulted into avoidable expenditure of Rs 1. 18'1' crore Oil 

transportation and handling charges. 

(ii) In Rajouri District, the Department hired SRTC trucks for inter
district movement of foodgrains . The vehicles. however. remained idle for 
909• days during 1993-94 to 1996-97 due to delay in loading/unloading of 
foodgrains, belated issue of release orders etc. Private trucks were hired 
simultaneously for supply movement. There existed no vehicle management 
system in the Department whereby vehicles requisitioned from SRTC Oil daily 
rate hire charges could be put to optimum use. Unplanned hiring of trucks 
resulted in payment of Rs 6. 92 lakh on account of hire charges of idle trucks. 

(iii) Carriage contractors engaged for movement of foodgrains to in
accessible and far flung areas. had not delivered 2515.31 quintal of foodgrains 
between April 1991 and February 1995 at their respective destinations in 
Jammu province. Tehsil Supply Officers w~re required to reconcile despatches 
every fortnight. However, failure of the Department to closely monitor the 
movement of foodgrains and initiate timely action facilitated mis-appropriation 
of foodgrains valued at Rs 20 lakh (at double the landed cost) by carriage 
contractors. The recovery of misappropriated foodgrains had not been effected 
from the carriage contractors. Similarly, in Doda District a carriage contractor 
had mis-appropriated 388.90 quintal of foodgrains in August-September 1998. 
Action to recover Rs 7.36 lakh as cost of foodgrains (at double the landed 
cost) and forfeiting security deposit of Rs O.SO lakh had not been taken (June 
1999). 

(iv) Under an understanding reached with FCI. the Department was 
required to lift foodgrains from the FCI godown of the concerned district and 
not from any other FCI godown. However. in contravention of the agreed 
arrangements. the Department lifted stocks for Srinagar. Baramulla. Pulwama 
and Budgam districts during 1992-93 to 1998-99 from other godowns despite 

Numher of trips: I 'J33 I: Quant ity: 170 19')8 quintals. Rat.: p.:r trip: Rs J75 Lmu.linl!/un lnatl111g pa 
quintal: Rs 2.6(1 
I 'l9J.l)4: 447 J a)'S: Rs J .44 lakh. I ')')4-lJ5: 264 Javs: Rs I. 95 lakh: I 995-96: 77 Jay~ 0 56 lakh: 
19%-97: 121 Jays: II. '>7 lakh. 

88 



Arnidable 
expenditure of Rs 20 
lakh on 
trnns1>0rtation of 
stocks in excess of 
requirements 

Trans11ort subsid~· 

claim of Rs 22.42 
crore not recovered 

availability of stocks in the relevant godowns. This resulted in avoidable 
expenditure of Rs 5. 12 crore on account of avoidable transportation charges 
incurred by the Department. 

(v) Director Food and Supplies, Kashmir is responsible for providing 
foodgrains, sugar, kerosene oil, LPG Gas etc. at various stop-overs falling en
route Amar Nath Yatra. These items are carried by ponies and the carriage rate 
is fixed by the Tourism Department. During audit it was observed that the 
foodgrains and other articles were dumped much in excess of the actual 
requirements at Camp sites•v during 1996-98 with the result balance quantity of 
essential commodities had to be shifted back to departmental stores. This 
resulted in avoidable expenditure of Rs 20 lakh on account of carriage charges 
of surplus stocks" . Had proper estimation of the requirements been worked 
out in consultation with the Tourism Department after collecting the 
estimated/expected number of Yatris, the expenditure could have been avoided. 

3. 4. I 0 Subsidy on commodities 

Under RPDS, the FCI supplied foodgrains at the subsidised price 
which was less by Rs 50 per quintal as compared to the price of these 
commodities supplied under normal PDS. Out of Rs 50 per quintal, an amount 
of Rs 25 per quintal was passed on to the consumer directly and the remaining 
Rs 25 absorbed in transportation and handling charges. Where, in exceptional 
cases, overheads could not be met within Rs 25 per quintal, the State 
Government had to bear the additional expenditure from its own sources. The 
transport subsidy was to be claimed from the Food Corporation of India on the 
basis of utilisation certificates furnished by the concerned Deputy 
Commissioners. It was observed that transport subsidy claims of Rs 22.42 
crore (Kashmir: Rs 13 .32 crore; Jammu: Rs 9.10 core) recoverable as of 
March 1999 from FCI had not beep paid by the organisation, reasons for which 
were not available on record. 

3. 4. 11 Storage losses 

(a) Shortages/misappropriation 

The Department did not conduct physical verification of stocks of 
foodgrains regularly in contravention of Food Manual provisions which 
resulted in Jack of accountability at store/sale shop level and consequent losses 
due to mis-appropriation of cash/ foodgrains . During review of records of 
Jammu province, it was observed that out of 59 Food stores and 208 Sale 
shops (Jammu division) physical verification of stocks had not been conducted 
in 38 Food stores and 90 Sale shops during the period from 1993-94 to 1997-

"' Chandanwari , Sheshnag, Panjtami and Hol\' caw . 
~ Foodgrnins: 161 .05 MTs~ Kerosene oi l: 11 .'lO I l.itrcs: LPG: 296 .c\'lindcrs. 
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Shortage of 
food~rains worth 
Rs 3.57 crore 

Food1:rains \'alucd at 
Rs 3.29 crorc declared 
sub-standard due to 
11rolonged storage 

98. Physical verification in respect of other food stores/sale shops in Jammu 
region was not encouraging and there was average shortfall of 95 per cent. 
Due to lax control mechanism, shortages of Rs 3.57 crore in 181 cases 
(Jammu: 59 cases: Rs 1.53 crore; Kashmir: 122 cases: Rs 2.04 crore) ending 
31 March 1999 were detected. Out of 59 cases in Jammu division, 32 officials. 
(involving Rs 1. 13 crore) had preferred appeals in various courts and in other 

. 27 cases, (involving Rs 0.40 crore), an amount of Rs 0. 18 crore had been 
· recovered leaving Rs 0.22 crore still recoverable. 

Further, it was observed that in most of the shortage cases the 
employees involved were either daily wagers or Group-D employee who were 
posted as store keepers/salesmen in contravention of Rules. Two Group-0 
employee who were involved in shortages of Rs 3. 16 lakh were acquitted by 
the Courts on the ground of incapacity and inability of the concerned to 
maintain proper accounts. Despite court verdict, steps to rationalise the 
working in depots had not been taken and 1.21 stores/sale depots were still 
being manned in Jammu division by Group-DI daily wage staff 

(b) Deteriorated/sub-standard f oodgrains 

The Department has to follow 'first-in-first -out principle ' in order to 
save foodgrains from deterioration caused by prolonged storage. It was 
observed that foodgrains valued at Rs 3.29 crore (Jammu: Rs 0. 17 crore; 
Kashmir 3 .12 crore) lying at various sale outlets/ godowns were declared sub
standard due to prolonged storage by the committee constituted in pursuance 
of Government order of March 1997. The deteriorated stocks were required to 
be destroyed after obtaining analytical reports and weighment conducted to 
vouchsafe the ground balance. It was, however. observed in audit that neither 
had any analytical report been obt!"ined (except Pulwama) nor was any 
weighment done before destroying these stocks during 1997-98 for which no 
reasons were placed on record . Deteriorated stocks valuing Rs 19. 98 lakh 
(Kashmir: Rs 4.90; Jammu: Rs 15.08 lakh) were yet to be destroyed as of April 
1999 for which no reasons were intimated. Responsibility for improper 
management of stores resulting in loss had not been fi xed in any case. 

(c) Disputed .o;/wrtage.o; 

_ 1033.71 quintal offoodgrains valued at Rs 5.57 lakh were despatched 
(June 1995/ September 1995/ October 1996) from district stores Jammu to 
Marwah and Warwan which had not been accounted for by the concerned _ -
storekeepers on the ground that these supplies were not received by them. The 
Department had not. however. taken any steps to investigate the matter and 
book the delinquent officials and make good the loss caused by non- -
delivery/pilferage. 
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H2.<>9 lakh empt~· 

gunn~ hags rnhu:d at 
Rs 8.65 crorc not 
diSl)()SCd of 

Pa~·ment of idle wages 
of Rs C.>.28 lakh to a 
Chemical Engineer 

Performance of the 
scheme not ernluated 

Test-check revealed that 82.69 lakh empty gunny bags va lued at Rs 
8.65 crorc were lying in various stores as on 3 1 March 1999 A Committee of 
depanmental otllcers was constituted ( March 1997) for disposal of these bags 
through open auction. Despite lapse of over two years the gunny bags had not 
been disposed of. Delay in auction resulted in blockage of funds and possible 
deterioration in the quality with the passage of time leading to avoidable l~)ss 

3. 4. I 2 Qut1/i~i· impection 

As a pan of etlicient food management it is essenti al that the 
foodgrains distributed to consumers are of good quality and fit for human 
consumption. Adequate mechanism for exerci sing quality control had not been 
established by the Depanment. The foodgrains lifted from Food Corpora tion 
of India were inspected on visual assessment basis by the departmental 
officers/officials. The system was fraught with the risk of suppl~· ing 

contaminated/sub-standard foodgrains to the public. One Chemical Engineer 
was posted for quality inspection to Directorate Food and Supplies Srinagar 
from 1988 till October 1996 where after his services were transferred to 
Directorate Office at Jammu for utilisation in a testing laboratory proposed for 
being set up during 1996. The testing laboratory had. however. not been set up 
as of March 1999. Posting of Chemical Engineer without first creating t<.:sting 
facilities either in Kashmir or Jammu di visions resulted in payment of id le salar~· 

of Rs 9.28 lakh from April 1988 to March 1999. 

3. 4. I 3 Manpower training 

The scheme envisaged providing of training to junior and middle level 
officials engaged in the supply and management and holding of seminars. 
workshops for senior level officers on vari ous aspects of PDS/TPDS. Except 
for organising annual consumers day. the Department had not unden akcn anv 
training programme for improving the skills and awareness of the staff for 
ensuring effective launching of Public Distribution System in the St<!te 

3.4. 14 Monitoring t1ntl impectio11 

The scheme envisaged the constitu tion of vigilance committees at fair 
price shop /tehsil /distri ct and State level for ensuring that benefit go to people 
living below po\·eny line and correct allotted quantiti es of foodgrains are 
issued to consumers. Though vigil ance committees had been constituted. 
except in Srinagar and Kargil districts. the records did not reveal if these 
committees had met regularly and whether any complaints were received and 
follow up action taken thereon 

'JI 



The scheme as a \vlrnle was tn be evaluated from time to time and its 
impact 1ll1 meeting the needs of most vulnerable section of the society' assessed 
The cm·isaged a(tion had nnt. however, been taken (March 1999). 

3. 4. I J Rectm11m•mliltio11.\ 

The sy1stem nf identification of beneficiaries needs to be rationalised 
l'nr prm·iding benefits nf the scheme to economically weaker and nutritinnall~· 

\'lllncrablc sections of the society. This objective can be achieved by• improving 
sy·stcms viz issue nf ration cards bearing photographs of the identified 
beneficiaries Ct( and greater transparency. There is also a need for ensuring 
greater accountability· through maintenance of proper accounts. fixing nnnns 
for \\'astagcs/lnsses/dryagc and handling/transportation charges of fnndgrains 
and ensuring quality· control nf 11.)odgrains. The problems of urban bias. 
inadequate/irregular availabilit~· and poor quality of foodgrains and poor 
!K'rl'nnnancc nf ration shops under PDS also need to be addressed 

3 . .J.16 The above points were referred to Government 111 August I 9'N. 
reply· had nnt been recei,·ed (October 1999). 
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Health and Family Welfare Department 

~~~:·::.:,j.,,:::,:,::::,:1r11111:.~11m$.~~11,:::111!:111m1i.m1:nim111:::i:::::::::::::;::::::::,:::::::::::m1:1:11::1::11::~1:1:1:1::: 

Highlights 

A chain of hospitals at District and Sub-District level have been set 
up in the State for providing medical .facilities to the people. Preventive, 
curative and promotional health care services rendered by these hospitals 
were, however, not al/equate, mainly llue to low expenditure on drugs, 
equipment, diet etc., deficient infrastructure in general and in particular in 
operation theatres and laboratories, shortage of doctors and specialists and 
non-installation/commissioning of available diagnostic equipment 
Administration l~f .mb-standard drugs to patients, misuse of ambulances, 
misappropriation of public money etc. , was also noticed in test-check. 

• Norms for regulating expenditure µndervatio~s~9.mP:P!H~~ts , oflj~~Jb 
care, had not been fixed. Consequently, wtdl~'. ~#J.leri;~itur~ '',· gp 
establishment and office expens~s rose from ~6 .(g'.;Z!· p~f . ~¢nt t~~r~ 
was decline in expenditure on drugs; machigecy ,if~d;::~(.hf,~pme•h (Jlet 
and linen from 25 per cent during l994~9Sto 20 p~ree6.t'iu· i,9~~99L . 

(Paragraph: 3.5.4 (a)) 

• There was loss of revenue aggregating }ls .2.08 : cr9re due t() g9pf 
recovery of token admission charges from outdoorltildoor patient$"(R$ 
3 2 lakh) and waiver of rn edical investiga;tion ch~fg~ · (Jls . 1. 7 6 C~9ft) 
irregularly during 1994-95 to 1998-99~ · ·· · · · 

(Paragraph: 3.5.4(b)) 

• Linen articles were issued disproportionately to tlje hospitals an~:i~: 
excess of the requirement as per available ·l:teds. Co.nsequently, . tb~ 
number of available blankets and .bed sb.e.et~ ,in the hospital stores 
varied between I and 46, and 0 and 75<p.er bed,.>respedively during 
1998-99. ,·, 

(Paragraph: 3.5.5.7) 

• Against 428 posts of doctors including speci;i.lists sanctioned. for .22 
test-checked· hospitals, only 390 doctors were available as of M~r(ih 
199~ . . ~ . 

(Paragraph: 3.5.6) 
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(Paragraph: 3.5.7) 

-·i-~~;:.::::: 
(Paragraphs: 3.5.11 (b)) 

3. 5.1 Introduction 

There are 14 district and 54 sub-district hospitals functioning in the 
State as of April 1999, 'with bed strength of 2940, • for rendering prevemive. 
curative and promotional health care seryices to the people under the allopathic 
system of medicine. These hospitals serve as referral hospitals for 322 Primary 
Health Centres. 

3. 5. 2 Organisational set-up 

Each district and sub-district hospital is headed by a Medical 
Superintendent and Block Medical Officer respectively under the supervision 
of Chief Medical Officer at district level and Director of Health Services 
Jarnmu!Kashmir at the divisional level. The Department functions under the 
overall administrative control of Commissioner/Secretary to Government of 

· Jammu and Kashmir Health and Family Welfare Department. 

3. 5.3 Audit coverage 

The working of ~ out of 14 district hospitals and 15 out of 54 sub
district hospitals was reviewed between November 1998 and May 1999 
supplemented by a test-check of records of the Directors of Health Services 
Srinagar and Jammu. The review covers the period from 1994-95 to 1998-99. 
Important points noticed during the review are mentioned in the succeeding 
paragraphs. 

•Excludes Leh and Kargil districts (district hospital: 2; sub-district hospitals: 2) 
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Despitl' 28 per cent 
increase in patients 
registered. 
expenditure on drugs, 
equ.ipment diet and 
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Ex11enditure on 
cstahlishmcnt, etc. 
rose from 56 per c:ent 
to 71 per cent 

Between 27 and 100 
per ce11t of 

expenditure on health 
care facilities rushed 
throu~h in March 

3.S.4 Financial performance 

(a) Expenditure 

The expenditure on district and sub-district hospitals was not 
identifiable separately in the accounts. However. on the basis of information 
provided by the Directorate of I lcalth Services. expenditure incurred during the 
period 1994-95 to 1998-99. aggregated Rs I J4 . I 9 crore against an allocation 
of Rs 141 .28 crore indicating an overall utilisation of 95 /Jt.:r ce111 . The 
utilisation of the available funds in Jammu division during 1997-98 and I <N8-
99 was 89 and 86 tn•r ce11t only. While poor utilisation of funds during I CJ<J7-1>8 
was attributed by Director Health Services to non-execution of works . reasons 
for savings during I '>98-99 \Vere not intimated . Details of expenditure incurred 
in the 2 divisions (Kashmir: Jammu) under various components i.c directiori 
and administration. drugs and instruments. diet. linen. machinery and 
equipment and works. etc. are indicated in AtJfJe11dix 12 . 

An analysis of expenditure during I CJ<J4-95 to 1998-99 under different 
heads revealed that share of expenditure on drugs. machinery and equipment. 
diet and linen. declined from 20 per emf. 2.44 1n·r ce111. I .J4 per eel/I and I ;; 
f Jer ce111 during 1994-9) to 16.5 per cmt. 1 . .1 /n'r cent. () 88 tJer ce111 and I tJer 

cent respectively during 1998-99. This was despite an increase of about 28 tJer 

cent in the number of patients registered in these hospitals during 1994-95 to 
1998-99. Expenditure on establishment and otlice expenses. however. rose 
from 56 per ce111 to 71 per cent of the total expenditure during thi./,;._J)f riod . The 
increase in expenditure under establi shment was indicative of a shift in foclts--to 
provide employment rather than consoli dating the existing health infrastructure 
as emphasized in the Eighth Five Year Plan. The Department had neither fi xed 
any norms for regulating expenditure under various components nor intimated 
any reasons thereof (May 1999). 

The financial rules require that expenditure should be evenly 
distributed throughout the year. Rush of expenditure particularly in closing 
months of the financial year has to be avoided. Contrary to the above 
provisions, it was observed that expenditure during March on health care 
fa~ilities (drugs, machinery ·& equipment, clothing & beddi°ng) ranged between 
27 per cent and I 00 per cent during the years 1994-95 to 1998-99 which 
indicated that there was tendency to utilize the budget provisions at the close 
of the financial year to avoid lapsing of grants. 

(b) Receipt!t· 

The Budget estimates and actuals on account of charges recovered for 
different services rendered by the hospitals during the years 1994-95 to 1998-
99 in Jammu & Kashmir divisions were as under:-
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Rl·n·nul' of Rs JI . 72 
lakh not n .'l'O\'l'rl'tl 

Rl·n·nul' of Rs I. 7(t 
l'l'on.· "as fon·~olll' 
tlt1l' to irrl'gular 
"aiH·r of 
im l'stigation rhargl'S 

Hu pl'n J .:!7 lakh on 
arrount of ;11l mi~~ion 
an d \ - ra~ rhal':.!l'~ 

mi~app rnp riatnl 

(R . I kl) up~~s 111 a · 1 

Yfar. Kasl11~1ir J am mu 
Hudgd Act ua l r~ct.:ipts Budgd ~stimatt.:s Actual 

~s timatt.:s r~c~ i pt s 

I 'J'J~-'J) Nol li.~cd 7 )II 11.71 1 > . ~ :; 

I 'J'J:"-1)(1 Nol lixcd X.55 l ~A :" I 7 \ \ 

I ')')(1-1>7 Not lixcd I UO I 'J.:'3 20. \lJ 

I 1J1J7-1JX Not lixcd I ; .211 2:\ .1111 21. 13 
' 'J'JX-•J•J Not lixcd l ~ . 1 7 27.X3 20. 72 

>--- -
5J.82 T otal 98.~2 •JJ.110 

~- -

While budget estimates for revenue receipts had not been fo;ed in 
Kashmir division. the actual receipts indicated an increasing trend. In Jammu 
division. budget estimates were not framed on realisti c basis as actual receipts 
exceeded the budget estimat e> during 1994-95 to 1996:-97 and fell short of 
estimates during I 997-98 by 15 per ce111 and during 1998-99 by 26 /Ja Cl'llf . 

Test-check revealed thnt rnvenue of Rs 3 I . 72 lakh (Jammu Rs 22 . I 9 
lakh; Kashmir: Rs 9.53 lakh) on account of token admission charges from out 
door/in door patients at the rate of Rupee one and Ruped fi ve per patient 
respectively had not been realised during the period 1994-95 to I 998-09. One 
of the reasons for non-recovery of fee. as stated by the Department was non
availability of printed OPD"' and IPD• tickets. However, non-avai labi lity of 
printed tickets should not have come in the way of recovery of the token fees. 

The charges for various medical services were last revised upwards by 
the State Government in September 1993 . The charges so fi xed were not 
normally to be waived. However. Government had authori sed the Medical 
Superintendents oft he respective district hospitals to waive prescribed charges 
for medical investigation in indigent cases of extreme nature. During test-check 
these charges were found to have been waived in a larger number of cases as a 
matter of routine without indicating the reasons ~herefor . As a result. r.evenue 
of Rs 1.76 crore (Jammu: Rs 95.72 lakh: Kashmir: Rs 80.42 lakh) was 
foregone due to ro utine waiver of investigation charges (X-ray: Ultra-sound: 
ECG and laboratory tests) during the same period. Of this. recovery of Rs 
:'i -l 86 lakh was '' ai,·ed by the Medical Officers of sub-district hospitals who 
were nnt empo\\'ered to dn so. This was inconsistent with the need and the 
general polic~· or the State Go,·ernment to recover reasonable user charges 
from the beneficiaries for generating internal resources. 

Test-check fun her re,·ealed misappro priation of Rs 3.27 lakh in · -
Distri ct 1 lospi tnl Bararnulla during the period ovember 1993 to December 
I IJl)7 due to short remittance nf admission and X-ray charges in the treasury. 
This indicated nnn-adherence tn internal controls prescribed in the fin ancial 

4 
I >111 p .1ll l ' lll •k1'all l lll'lll 

• l11p.111, ·11t 1kp.1rt111l·11 1 
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Norms for 
de1>lo~·ment of 
doctors, s1>eci».lists 
and parameti '.cal 
staff for out··patient 
care not fixed 

rules. On this being pointed out, Medical Superintendent stated (April I 999) 

that recoveries would be effected from the concerned. Responsibility for mis
appropriation had however, not been fixed (May 1999). 

3.5.5 Hospital .'ien•ices 

The hospitals provided medical care to the patients either through 
OPD or by admitting them to indoor patient wards. 

3. 5. 5.1 Outpatient.Ii care 

The number of out-patients registered at 7 district (Ja1.nmu : 3: 
Kashmir : 4) and 15 sub-district (Jammu: 13; Kashmir :2) test-checked hospitals 
and doctors available during the period 1994-95 to 1998-99 was as under -

1994-95 1995-96 I 'J9(,.•J7 I 'J'J7-'JX J IJIJX~•J') 

.Jammu 
Dislri~1 hos pitals 2.14.176 2.55.24J 2.7!<.2 11 2 . .l7.2X7 1 . 1 ~ . ·n.i· 
Sub-distru.:t hospitals 3.62.662 ~.!JI .%3 -l.!<.l.473 -l.'J I .'JI< I .i .~1 . 1 x~· 

Kashmir. 
District 1 lnspitals 2.67.64~ 2.4!<.43!< 2 .<.2.~ 'J(J .1.47.~H .i .•n.~·11 

Suh-distri..:t hosl!itals 4J.105 41.()5() -17.0!<() (.J .. l~~ r.~ .20~ 

Total ll,87,5HH I0,46,694 10,71J54 llJH,147 10,25.9~~ 

:-;o of doctors availahl~ 246 240 27'J J')(, l'J.j 

Patit:nt-<lm:tor I 0 12 II x 7 

ratio/dav 

Norms for deployment of doctors, specialists and para medical staff 
for medical attendance, on the basis of patients registered in OPD. had not 
been fixed by the Government either at the district level or at the sub-district 
level. In the absence of any norms, the adequacy or otherwise of deployment of 
medical staff in OPD was not ascertainable. 

3.5.5.2 ln-patient.'i care 

The position of sanctioned bed strength and beds actually available in 
test-checked district and sub-district hospitals as on 31 March 1999 was as 
under:-

.. 

Jam mu 
District hospitals 
Sub-district hospitals 
Kashmir 
District hospitals 
Sub-district hospitals 
Total 

Sanctioned Beds 

~60 

390 

~00 

60 
1310 

Position up to Novt:mbc:r 199!! only . 

Beds a€tually a\·a1lablc 

255 
261 

277 
~() 

835 

Position up to lkct:mbc:r 1998 in respc!cl of 4 su1Hl1strict hospitals '1ll<1 up to FehrnaJ"\· I 'J'J9 in 
respl!ct of 7 sub-district hospitals. 
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Inf rnst rm·t u n· 
1kfo:il·ndl·s in suh
distrkt hospitals at 
!\.at rn. Rl•asi. Bish11<1h 
ancl llir;maJ!.;11· 

The basis for sanctioning bed strength of each district/sub-district 
hosi:;ital was not available on records. It was, however, observed that the · 
sanctioned bed strength in the hospitals was far in excess of the actual 
requirement as despite shortage of 328 and 147 beds in seven district and 15 . 
sub-district test-checked hospitals, vis-a-vis sanctioned bed strength.. the 
average occupancy during 1994-99 was low and ranged between 24 and 95 per 
cent in district hospitals and between 2 and 87 per cent in sub-district test
checked hospitals. The hospital-wise details of bed occupancy are indicated in 
Appendix-13. Block Medical Officer, sub-district hospital Sohanjana attributed 
low bed occupancy to patient's preference for nearest district hospital where 
specialised services were available. 

Audit scrutiny revealed that there were no indoor facilities available in 
sub-district hospital Katra and patients were referred to Medical College 
Hospital Jammu. The buildings of sub-district hospitals at Bishnah and 
Hiranagar were located in water logged areas and the wards in Reasi and 
Bishnah sub-district hospital s were functioning in open space (Verandah). The 
indoor medical facilities at Ramgarh and Chenani sub-district hospitals 
continued to be of Primary Health Centre level. Absence of proper facilities in 
the district and sub-district hospitals overburdened the hospitals m urban 
areas/cities affecting delivery of medical services in those areas also . 

3. 5. 5. 3 Operatio11 theatres (OE) 

The number of major and minor operations conducted m the test- ·· 
checked hospitals during I 99-l- 1)~ to I 998-99 was as under : 

.l am mu 
1>1 ~ 1 nc1 hosp11 ;ll s 
S11h-d1stnc1 )1o~p11a l s 

Kashmir 
l>1'1nct hosp11als 
S11b-d1stnc1 hospiuls 

!\1ajor operations 
7X2:'0 

') 'JI.• '· 

Minor operations 
20291 
10%7 

191-Hi 
3201 

Operation theatres had not been provided in the hospitals on the basis 
of sanctioned available bed st rength or any other rational basis. The number of 
OTs in district hospitals \'aried between four in District hospital Pulwama 
(available bed strength: 42) and one each in district hospitals Rainawari and 
Budgam (bed strength 100 and 20). The OTs were not, however, properly 
equipped and following deficiencies were noticed: 

l\1a111J ~· on a1:co11111 of laproligation. cataract. etc 
l\1a1or operations 111 SDI! Samha. Ranu1agar. Akhnoor. Hiranagar, Basholi, Chenani. Ramgarh 
anJ llilhmar 1:011J111:to.:J unJo.:r spinal anaesthesia. 



... 

Operation theatres in 
district/sub-district 
hospitals not proper!) 
equipped 

Boyle's Apparatus 
valuing Rs 37.44 
lakh l)·ing idle in 8 
sub-district hospitals 

Major operations not 
conducted in an~· of 
the 12 suh-dist rict 
hospitals due to non
arnilabilit)· of Bo)·le's 
Ap1rnratus/ 
anaesthetists 

(i) None of the OTs had proper heating and cooling arrangements and 
gas analysers. District hospital Anantnag and Pulwama did not have essential 
surgical instruments, diathermy stabilizer and high pressure oxygen supply. 
High pressure autoclave meant for sterilisation of equipment was not available 
in district/sub-district hospitals Anantnag, Udhampur, Bishnah, Akhnoor, Reasi 
and Billawar. District/sub-district hospitals Anantnag, Pulwama, Chenani, and 
Reasi had not been provided with generator sets for alternative power s4pply in 
the event of power failure and as a result, operations were either deferred or 
conducted under petromax. The generators available in Akhnoor, Reasi, Katra 
and Ramnagar hospitals were, however, lying idle due to non-availability of 
operator (Ramnagar since 1994-95), mechanical defects (Katra: April 1996; 
Reasi : August 1998) and non-provision of funds for POL expenses (Akhnoor). 
Despite inadequate infrastructure the major and minor operations were being 
conducted in these hospitals which could affect the safety of patients. The 
impact of the inadequate infrastructure in OTs on the safety of patients could 
not be ascertained due to non-maintenance of records relating to cases of 
deaths, failures, etc. in the test-checked hospitals. 

(ii) Despite availability of an anaesthetist in Sub-district hospital 
Sohanjana since March 1996, no major operation was conducted for want of 
Boyle 's Apparatus that is used for administering anaesthesia to patients 
admitted for major operations. Three other ~b-district hospitals (Pampore, 
Ramgarh and Billawar) were neither provided with Boyle's Apparatus nor 
anaesthetist. On the other hand, Boyle's Apparatus acquired at a cost of Rs 
37.44 lakh for eight'"' sub-district hospitals was lying idle as no anaestheti sts 
were posted in these sub-district hospitals since 1994-95. Non-availability of 
Boyle 's Apparatus in four· sub-district hospitals and non-posting of 
anaesthetist in 8 sub-district hospitals deprived the patients of surgical facilities 
besides rendering the expenditure.. of Rs 4.24 lakh (March 1996 to January 
1999) on pay and allowances of an anaesthetist in Sub-distri ct hospital 
Sohanjana, unfruitful. Swab testing and culture for pathogens, etc. was also not 
done in any OT. 

(iii) Even though fumigation machines were available in all the di strict and 
sub-district hospitals fumigation was done only once in a week and not after 
each operation day as required. No records relating to the number of days on 
which fumigation was done was ever maintained in any of the district/sub
district hospitals. 

* Sijbehara, Katra, .Chenani, Samba, Ramnagar, Akhnoor, Hiranagar and Basohli. 
• Sohanjana, Pampore, Rarngarh and Billawar. 
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3. 5. 5. 4 Blood banks 

Blood bank facilities were not available in any of the 14 test-checked 
sub-district hospitals except Kupwara. At the district level, blood banks were 
available only in 4 (Udhampur: Kathua: Baramulla: Budgam) out of 7 tesJ
checked district hospitals. These blood banks were operating as unlicensed 
units in violation of the provisions of Drugs and Cosmetics Rules, 194 5. The 
licences had not been granted to these blood banks by the Drug Controller as 
they lacked infrastructure facilities like equipment, space and technical 
manpower. 

Test-check also revealed that 4595 blood units collected from 
voluntary and replacement donors in District Hospital Udhampur (3225 units) 
and Kathua (1370 _units) had not been tested against presence of HIV as 
required under Drugs and Cosmetic Act and Rules framed thereunder. This 
was attributed (February 1999) by Medical Superintendents concerned to non
availabil,ity of.if<!sting kits. Failure to test the samples of blood units for HIV, 
besides being in violation of the provisions of the Act, ibid, endangered safety 
of the patients. 

3. 5. 5. 5 Laboratory services 

Nonns for deployment of para medical staff in laboratories had not 
been fixed by the Department as audit scrutiny revealed that the average 
number of tests conducted per technician per day varied between 6 and 70 in 7 
test-checked district hospitals and between l and 62 in 15 test-checked sub 
district hospitals. There was, thus, a need to rationalise the deployment of para 
medical staff in the hospitals on the basis of actual/assessed work load. 

The laboratories in all the district/sub-district hospitals were 
conducting only routine clinical, pathological tests and other tests like 
microbiological, bacteriological or sensitivity tests, viz. culture tests for urine, 
blood, etc. were not conducted because of lack of requisite laboratory material 
and equipment. In the absence of proper laboratory facilities, the patients were 
either referred to other hospit~!s or advised to carry out such tests at private 
laboratories. 

J. 5. 5. 6 Diet 

A proper system based on a scale of diet and cost ceiling, etc. for 
providing diet to each indoor patient in district/sub-district hospitals had not 
been prescribed as a result of which there was no uniformity in providing diet 
to in-patients. In 3 • district hospitals, . diet was supplied to indoor patients 

@ IDV- Hwnan inunwio-deficiency virus 
• Gandhinagar, Udhampur and Anantnag 
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through contract system while in another (Kathua) district hospital only milk. 
bread and eggs were provided. No diet was supplied in J.L. N.M• Hospital 
Kashmir and funds( Rs 0. 90 lakh) provided during 1994-95 (Rs 0. 70 lakh) and 
1998-99 (Rs 0.20 lakh) were allowed to lapse. No funds were allotted to the 
hospital for providing diet to in-patients during 1995-96 to 1997-98. Half diet 
was provided to in-patients in three" out of 15 test-checked sub-district 
hospitals. In the remaining hospitals the patients had to make their own 
arrangement and funds (Rs 2.84 lakh) provided to 7 such district hospitals 
during the period 1994-99 were surrendered. None of the district/sub-district 
hospitals had kitchen facilities though 19 cooks had been provided to 5 district 
and 9 sub-district hospitals. The services of the cooks were being utilised as 
nursing orderlies over and above the sanctioned posts. This resulted in payment 
of avoidable wages of Rs 30.06 lakh to these cooks during the period from 
1994-95 to 1998-99. 

3.5.5. 7 Linen 

Norms for procurement. stocking linen articles (clothing, bed sheets, 
blanket. pillow cover, etc.) with reference to sanctioned/provided bed strength 
or for periodical replacement of old and damaged items had not been 
prescribed by the Government. Scales for providing linen articles to each 
patient had also not been established. Consequently, there was no uniformity in 
issuing linen articles to hospitals by Director Health Services, Jammu and linen 
items had been issued to district/sub-district hospitals in excess of the actual 
requirement which resulted in accumulation of stores in 10 district/sub-district 
hospitals test-checked. The availability of blankets and bedsheets in the stores 
ranged between I and 46 and zero and 75 per available bed respectively during 
1998-99. Wide variations in the availability of linen items in hospitals indicated 
poor inventory management and unnecessary procurement of these items. 

It was, further, observed that linen articles valuing Rs 42. 98 lakh were 
lying (November 1998) with Controller of Stores, Directorate Health services. 
Jammu in addition to the stocks lying in district and sub-district hospitals. On 
this being pointed out, Controller of Stores. Directorate Health Services. 
Jammu stated (December 1998) that linen items were procured as per funds 
available with the Department. Obviously funds were being allotted without 
ascertaining existing stocks of linen in the stores for determining actuar 
requirements. 

3. 5. 5. 8 Ambulttnce .'ien•ice.t 

According to the norms fixed by the Department, 3 and 2 ambulances 
were to be provided for each district and sub district hospital respectively. On . 

.. JI.NM- Jawahar Lal N.:hru Memorial 
• Raim1agar. Hasohli anJ Samba 

IOI 



Ambuhances utiliscd 
to the Htcnt of JJ to 
73 pa Ct!lft for 
actMtia other than 
patient care 

Nonnll for Joctor
patient and nurst·
patient ratio not 
fixed 

lJ specialists. 6 
doctors and 100 
paramedical staff 
meaat for rural 
areas attached " ·ith 
bospitals in urbaa 
areas 

the basis of these norms, there was deficiency of 9 and 4 7 ambulances in 
district and sub-district hospitals (March 1999). It was seen in audit that 
ambulances of three• PHCs41 were attached with district hospital at Udhampur 
and sub-district hospitals Billawar and Basohli respectively leaving the PHCs -
without ambulance services. 

It was further noticed that ambulances in 6. district and suh-district 
hospitals were used during 1994-95 to 1998-99 for carrying stores and for 
tours of the officials not connected with patients care due to limited funds 
available under otlice expenses. It was seen from the logbooks that ambulances 
were utilised between 33 and 73 per cent of the total distance run~ for purposes 
other than patients care. 

3. 5. 6 Manpower resources 

The position of existing staff vis-a-vis sanctioned posts as of March 
1999 in 22 test-checked hospitals was as under:-

District hos~itals SulHlistrict hos~itals 
Sanctioned Effecti\·c Sanctioned Effccti,·e 

Medical staff including 228 207 200 llO 
Soccialists 
Para Medical Staff -'69 262 :mo 25X 
Others .. (12 :m1 150 17(1 

Total 11~9 770 6~0 617 

Against the sanctioned number of 428 posts of medical ofticers 
including specialists. the effective strength of medical officers (including 
specialists) was 390 only. There was. thus. shortage of doctors to the extent of 
9 per <:ent. The shortage of doctors and specialists deprived the patients of 
specialised services in the respective disciplines. No norm had been fixed by the 
Government for the doctor-patient and nurse-patient ratio . In the absence of 
any norms. the basis for sanctioning staff was not clear. The Indian Nursing 
Council had prescribed pro\'ision of one staff nurse for every five beds in non
teaching hospitals. Against the requirement of 16 7 nurses in 7 districts and IS 
sub-district test-checked hospitals. on the basis of 835 available beds. I 54 
nurses were in position as of February-March 1999. 

Further 13 specialists. 6 doctors and I 00 para medical staff meant for 
district/sub-district hospitals in rural areas had been attached with the health 
institutions of urban areas during 1998-99 over and above their sanctioned - · 
strength thereby depriving the rural patients of the envisaged specialised 
services. 

• Sudh-Mahadev. Gonda and Bani 
~ Public Health Centres 
• Kathua. Katra, Hiranagar. Rwru1agar. Billawar. !pld Uasohli 
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Test-check further revealed that in Udhampur (available beds: I 00) 
and Anantnag (available beds: 115) district hospital s, with average bed 
occupancy percentage of 74 and 82 during 1994-99, 33 and 29 doctors 
respectively had been provided. Against this, 27 doctors each were posted in 
Budgam and Sarwal hospitals which had the available bed strength of 20 and 
30 and average occupancy percentage of I 0 only. There was thus a need for 
rationalisation of the actual deployment of available doctors with reference to 
available beds and bed-occupancy situations in the hospitals. 

3. 5. 7 Diagnostic facilitie.'i 

State Government had not laid down any norms for providing 
diagnostic facilities in district/sub-district hospitals. However, on the basis of 
requirements of 4 X-ray plants and I ultra sound machine for each district 
hospital and 2 X-ray plants and one ultra sound machine for each sub-district 
hospital, there was a deficiency of 34 and 22 X-ray plants in Kashmir and 
Jammu respectively and 25 ultra Sound machines each in Jammu and Kashmir 
province as on 31 March 1999. 

A mention regarding non installation/commissioning of 8 X-ray 
machines resulting in idle investment of Rs 16.84 lakh was made in the Report 
of the Comptroller and Auditor General of India for the year ended March 
1998. Without first ensuring installation of the machines already lying idle with 
it, the Department purchased 23 more I 00 mili ampere capacity X-ray plants at 
the rate of Rs 2. 59 lakh each between October 1994 and April 1996. Of these, 
only 12 plants had been commissioned up to March 1998 and the remaining 
plants valuing Rs 28.49 lakh were lying idle (May 1999) in Udhampur and 
Anantnag district hospital stores. The Department had not taken any action for 
ensuring installation/commissionin~ of 19 plants (including 8 purchased during 
1993-94) as of May 1999. Reasons for non-installation could not be 
ascertained in audit due to seizure of relevant records by Vigilance 
Departrpent. 

German Aid Commodity Equipment· valuing Rs I. 98 crore, received 
in July 1995 by Controller of Stores Jammu from Government of India, was 
sent to the earmarked district hospitals at Anantnag and Udhampur in August 
1995. Test-check revealed that equipment valuing Rs 67. 13 lakh (Anantnag: Rs 
35 .36 lakh and Udhampur: Rs 31.77 lakh) had not been installed (May 1999). 
Non-utilisation of the equipment was attributed to non-availability of funds for 
procuring the reagents and accessories and trained engineers required for the 
installation. 

• /\na..:sth.:ti ..: Ma1:hin..: ln1:uhators, ll1od1cmi1:al /\nalys..:rs. Blood (ias /\nal~·s..:rs. I k lihn llator Monitor. 
Dcn•al unit. EC(i Madun..:s. I lacmatolog~- /\nalyscrs, I Jltrn Sound Mad1in..:s. Vapon~crs. Ventilator 
/\<lull. 
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Diagnostic machinery and equipment consisting 3 Elisa Readers with 
printers (cost : Rs 10.86 lakh), 4 oxygen concentrator (cost: Rs 2 lakh), 2 
portable X-ray plants (cost: Rs 1.66 lakh), I diatherr.1y (cost: Rs 0.83 lakh) and 
3 oxygen monitoring systems (cost: Rs 0.27 lakh) purchased during March
June 1998 by Director Health Services, Jammu were also lying idle (February 
1999). Non-utilisation of the equipment resulted in blockage of funds besides 
non-realisation of the envisaged objective of providing medical facilities to the 
people. 

3. 5. 8 Ho.5pital garbage 

There was no proper system for collection and disposal of hospital 
garbage in any of the district/sub-district hospitals. The garbage was collected 
and disposed manually by hospital safaiwallas. None of the district/sub-district 
hospitals was provided with incinerators for burning the hospital waste. The 
possibility of misuse/re-use of used disposable syringes/catheters. plastic 
bottles etc. leading to spread of infectious diseases could not be ruled out . 
Proper drainage facilities were not available in District hospital Anantnag and 
in 7" sub-district hospitals. Hospital buildings at Sohanjana. Chenani and 
Bishnah remained water logged during rainy seasons and dirty water got 
accumulated in the hospital lawns which accentuated the risk of various 
contagit)llS diseases. 

3. S. 9 Trai11i11;.: 

In order to keep the doctors and paramedical staff acquainted ,,·ith the 
latest developments in medical science. training. both short and long term. are 
necessary. It was seen that no regular training programme roster for imparting 
short term as well as long term training courses was framed b~· Director Health 
Services Kashmir/Jammu. Howe\·er, during test-check it was seen that from 
1994-95 to 1998-99 only 195 doctors (including specialists) out of the 
effecti\'e strength of 2271 doctors and 408 out of 6960 paramedical staff had 
been nominated for training courses ranging from I to 180 days. The training 
was imparted within the State except in case of 59 doctors who were deputed 
outside the State. The in-service training represented only 6 and 9 per cell/ of 
the total staff available due to which the possibility of most of the medical staff 
rL'nrnining un-expnsed to latest medical technologies cannot be ruled out. 

'Soha111.111a. ll1 ~h11ah. Ram~arh. I ltrana~ar. Ch.:nani . Akhnoor a.nJ Samha 
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3. S. /fl Construction programme 

Twenty fi ve out of fifty two sub-district hospitals and 2 out of nine 
district hospitals in the State were deficient in accommodation and these 
hospitals were functioning in old PHC buildings and residential quarters . Due 
to these inadequacies. beds sanctioned in each hospital and other medical 
faci lities could not be operated fu lly. The position of construction acti vities 
underway in the test-checked hospitals was as under: 

S.No :-\ame of th ..: l lln..:k <>nginal R«.:vtse<l Year nf Stipulated Exp"n· Pr.:s.:111 
hospita l und.:r , \,\ AA o,;(ar1 dat" of dilun.: status 

t'tm ... tn1~lion ..:nmpktion 
( In lakh Rs) Cln 1-11..h 

1i,J 
(. \ ) Distrirt 

hos pita ls 
I. < randhi Na gar l'..:d1atric Ward JO.Rf< -11()() I 'J'J 1-'J2 l Wnrkmg .t(, 26 In 

!\.:a.,on proi:r~s.' 

2. l 'dhampur l l'D Block 123 20 25!U<5 1•1•n.•n 2 Y"ars 240 (.~ -do-
3. .1.1..N.M \11 lllo..:b 1250 ()0 2087.0 l 'J')(,.•J7 :--: \ 122 07 -do-

llosp11al (J 

Ra111awari 
4. l:ludgam I Pl> lll<>d. 2Xc. 00 l1X7 00 I 'J9(,.<J7 :--: . \ •)(, 11 -do-

(B) Suh-
d ist rict 

hos pitals 
I. Sopore ,\II lllocks 11 0.0(J 2368.0 1992 :l Worl.. mg .l l<(· 75 -do-

() sca.,•HIS 

None of the construction works had been completed within in the 
envisaged cost and time-frame resulting in time and cost-overrun Revised 
Administrative Approval for construction works undenaken in the above 
district hospitals (except Gandhinagar hospital) and one sub-d istrict hospital 
was vet to be accorded (March 1999) 

Constrnction work of Sub-district hospital at Sopore ( e:ti mated cost 
Rs I. I 0 crore) with provision fo r I I beds in casuality and 56 beds in wards. 
was allotted (I 992) without obtaining administrative approval to Pt.:b lic Works 
Department for completion in 3 working seasons. After an expenditure of R~ 

3 I. 75 lakh had been incurred up to March 1998, the construction work was 
transferred to Jammu and Kashmir Projects Construction Corporation (State 
Government Company) . The Department without obtaining approval from the 
Government, further, revised (November 1998) the design of the building to 
200 bedded hospital necessitating revision of the cost estimates to Rs 23 .68 
crore. Funds amounting to Rs 3.87 crore were released to Jammu and Kashmi r 
Projects Construction Corporation for the purpose during December 1995 to 
March 1998. Planning and Development Department observed (October I 998) 
that the Health Department should not have permitted major deviations in the 
hospital building without first ascertaining financial requirements and the 
available capacity of the plan to fund the demand. No funds had been released 
by the Planning Department for the Project during the year 1997-98 and 1998-
99 due to which execution of work had been stopped (May 1999). 
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Taking up of construction work without ensuring availability of funds 
and obtaining administrative approval resulted in cost-overrun of Rs 22.58 
crore besides, time over run and delay in providing medical facilities to the 
public of the area. 

3. 5. 11 Procurement <~f medicines, druJ:.'i llnd mllterial 

(a) A voidable extra C..\JJenditure <d. Rs. 14. 9H fakir due to 11011-

acceptance <~{ te11der.'i <~{ <iol'ernment <~{ lndill Puhlit Sector 
Vndertaking'i 

According to the standing instructions of the Central Government. 
Public Sector Undertakings registered with the Departrnent or DGS&D are 
exempted from depositing earnest money with their tenders. In pursuance of 
these orders the Health and Medical Department exempted GOI Public Sector 
Undertakings from submission of CDR ' s prior to 1997-98. However. during 
1997-98 Director Health Services Kashmir rejected the tenders submitted by 
the three such Undertakings. whose rates were lower. on the grounds of non
furnishing of earnest money deposits. As a result certain medicines for which 
these Undertakings had quoted lower rates were purchased from other firms at 
higher rates which resulted in extra expenditure of Rs. 14.98 lakh. 

On being pointed out in audit (April 1999) Department stated that 
exemption extract enclosed with tender by the Undertaking did not specify the 
period for which the exemption from deposition of CDRs was allowed. The 
reply given is not tenable as the Department had been accepting their tenders in 
earlier years under similar circumstances. 

(b) Purc/111.\·e <~f.rnh-.\"landard druJ:.'i 1•a/11ed at R.'i. 93. 74 lttkh 

Seventeen items of the drugs purchased by the Directorates of Health 
Services during the period November 1993 to May 1998 valuing Rs 93 . 7-l lakh 
(Jammu: Rs 11.41 lakh; Kashmir: Rs . 82.33 lakh) were declared sub-standard 
by the Controller Drug and Food Control Organisations subsequent to their 
having been issued to different hospitals and PHCs. These sub-standard drugs 
were consumed by the patients to the extent of 81 per cent of the total 
quantities purchased. The test ~eports from the Drug Controller were received 
4 to 22 months after the lifting of samples by the Drug Controller. No time 
limit for receipt of analytical results from Drug Controller had been fixed 

On this being pointed out in audit, Director Health Services. Kashmir 
stated (May 1999) that the Department did not have its own laboratory 
facilities to check the samples for their quality . Action taken against the 
supplier firm for supply of sub-standard drugs and ensuring testing of drug 
samples for quality before issue to the patients was not intimated. 
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(c) Blockade r~l rnpital due to purchase in excess o.f requirement.\' 

Medical Superintendent Government Hospital Gandhinagar. Jammu 
purchased 5750 bott les of Seracceal and 2150 bottles of Haeamacceal during 
January/June 1997. Of this, only 2465 bottles of Seracceal and 190 bottles of 
Haeamacceal were consumed up to December 1998. It was seen in audit that 
the shelf li fe of the balance quantity of3332 bottles of Seracceal (Cost: Rs 4 .14 
lakh ) was up to July 1999 only. The utilisation of the balance quantity of 1960 
bot tles of Haeamacceal (Cost: Rs 2.62 lakh) with shelf life up to the year 2000-
200 I was al so doubtful in view of the consumption of only 190 bottles over a 
period of 2 years approximately. It was further seen that the initial envisaged 
quantity of the supply of I 000 bottles of Seracceal as per supply order had 
been altered to 4000 bottles unauthorisedly, reasons fo r which had not been 
investigated. 

(ti) Material unutilised 

Out of 7 422 reels of black braided silk reels issued by Director Health 
Services, Jammu to ten hospitals during the years 1994-95 to 1998-99, only 
626 reels had been issued to different units by the hospital authorities during 
the corresponding period resulting in overstocking of 6796 reels valued at Rs. 
5.36 lakh. The Medical Superintendent District Hospital, Udhamnur stated that 
since this thread was used for special type of operations (which were not being 
undertaken in the hospital), the unconsumed quantity would be returned to the 
Controller Medical Stores. Medical Superintendents of 8 sub-district hospital s 
stated that the thread was received by them without any requisition. 
Unnecessary purchase of material thus. resulted in blockage of funds to the 
extent of Rs 5.36 lakh. 

(i) 11 760 bottles of Acid Cit.rate Dextrose (Cost: Rs 1.88 lakh) so lut ion 
required in blood bank as an anticoagulant had been issued to sub-district 
hospitals during 1994-95 to 1998-99 which did not have blood bank faci lities. 
The drugs were lying unutilised in these hospitals as of March 1999. 

(ii) Anaestheti c drugs (Cost: Rs 0.66 lakh) and shadowless lights (cost. 
Rs I. 5 I lakh) were lying un-utilised (March 1999) in 7" sub-district hospitals of 
Jammu as anaesthesists had not been posted in these hospitals. Shadowless 
lights ~ad reportedly been sent without any requisition and BMO stated that 
the same would be sent to other hospitals. Further developments were awaited 
(October 1999). 

• Sohan.1:.ma. Hiranagar. B1lla\\ar, Ri:asi. Ramnagar, Katra and Chenani 
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3.5.12 Inspection and monitoring 

Director Health Services, Jammu had conducted only 4 inspections in 
1998 of the test-checked district/sub-district hospitals during the period 1994-
95 to 1998-99. Such record of inspections by Director Health Services, 
Kashmir was not maintained. 

Further Director Health Ser\lices Jammu/Kashmir had neither 
constituted any internal Administrative Control System/Committee nor was any 
evaluation of the functioning of district/sub-district hospitals done by any 
external agency. 

3. 5.13 Recommendations 

Adequate infrastructure, especially in operation thea tres and 
laboratories, rationalising deployment of medical and paramedical sta ff should 
be provided and utili sation of existing facilities improved. There is an urgent 
need for fixing norms for deployment of doctors, nurses and para medical ~taff 
on the basis of work load and fo r diet. linens, etc. issued to indoor pat ients. 
Overall monitoring should also be strengthened for efficient delivery of se1Yices 
and to prevent sub-standard and unnecessary purchase/administration oi' drugs. 
mis-utilisation of ambulances and misappropriation of public money. etc 

3. 5. I 4 Above points were referred to Government in August 1999. reply 
had not been received (October 1999). 
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Social Welfare Department 

Highlights 

The main objectii1e of lntegratetl L'hild Development Servit.·e.\· 
Scheme is to improve nutritional anti health .~tatu.'i of children in the age 
group of 0-6 years for reducing the incidence of mortality, morhitlity anti 
malnutrition and enhancing the nutrition anti health etlucation of mother~. 
The envisaged objectives were largely not achieved due to failure to (a) 
identify the target group of beneficiaries, (b) inadequate a/location t~f funtl'i 
by the State Government for .~upplementary nutrition, (c) ltu:k tif 
coordination with the Health Department and (ti) intulequate 
monitoring/supervision of the Programme. The Programme wa.'i al.m not 
properly administered as case.~ of i"egu/ar appointment of .~ttiff inclutling 
Anganwari workers, unaccounted for vehicles anti their mi.~utili.w1tion anti 
avoidable expentliture were noticetl in test-check. 

• Utilisation of Central assisunce during 1992-97 was poor with 
shortfall ranging between t 9 and 52 per cent Underutilisation of 
funds was mainly due to release of 30 to 61 per cent of total Central 
assistance at the fag end of the financial yean 1992-93 to 1996-97. 

(Paragraph: 3.6.4·.2) 

• State Government allotted funds sufficient for providing nutrition for 
180 to 220 days only, during 1992-99 as against requirement of 300 
days per year. In 24 per cent of 7399 test-checked Anganw11ri centres, 
nutrition was provided for less than 120 days. 

(Paragraph: 3.6.6. t (a)) 

• A proper system for assessing the nutritive value and fitness of food 
provided to beneficiaries had not been established. Adulterated and 
infected nutrition items consumed in A nganwari centres of Srinagar 
project during 1996-97 exposed the beneficiaries to health risks. 

(Paragraph: 3.6.6.l (c)) 

• Irregular appointment of 166 Anganwari workers was made during 
1998-99 on recommendations of Minister/Minister of State for Social 
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Welfare in contravention of the prescribed procedure. 37 per cent of 
the Anganwari workers in 16 test-checked projects were non-locals. 

(Paragraph: 3.6.6.8) 

• Against 54 vehicles supplied by Central Government during 1992-98, 
27 vehicles only were accounted for in the records. 

(Paragraph: 3.6.7) 

• There was complete lack of monitoring of various components of the 
Scheme like supplementary nutrition, immunisation, health check-up 
and referral srrvices, pre-school education, etc. both at State and 
district level with adverse impact on the Scheme. 

(Paragrap.h: 3:6.8) 

3. 6. 1 Introduction 

Integrated Child Development Services (ICDS ) programme was taken 
up in the State. as a .Centrally sponsored scheme. in October 1975 . The main 
objecti ,·es of !CDS were to improve the nutrit ional and health status of the 
children in the age group of 0-6 years for their proper psychological. physical 
and social development and to reduce the incidence of mortal ity. morbidity,· 
and malnutrition The capability of the mot hers to look after the normal health 
and nutritional needs of the children. th rough proper nutrition and health 
education was also required to be enhanced. 

The object i\·cs were to be ac hieved through provision of an integrated 
package of scn·ices cnnsisting of suppleme1uary nutrition. immunisation. health 
check-up. referral scr\' ices. nutrition and health education to expectant and 
nursing mothers and non-formal pre-school education to children aged between 
3-<' vears 

3. 6. 2 ( Jr1:1111i.rntimwl .'iet-up 

.-\t the grass root le\·el. the package df services was provided through 
.·l11g<11111<1r1 cent res under the overall supervision of CDPOs" who \.vere in 
e:-.:cl usi,·e charge of project areas Programme Ofticers were responsible for 
pnwiding direct inn and co-ordination of the Scheme at the distri ct le,·el under 
the SUJh~n·i silm of Director of Social Welfa re Social Welfare Department was 
respnnsible for the lnw all im plementation of the Scheme at the State level. 
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3. 6.3 Audit coverage 

Implementation of the Scheme was test-checked during October 1997 
to March 1998 and December 1998 to May 1999 with reference to the records 
of the Administrative Department, the Directorate, three0 Programme Officers, 
29® CDPO's (25 per cent of 117 operational projects) in five (Jammu, Kathutl 
Rajouri, Poonch, Srinagar) out of 14 districts and 2 Medical Officers (Srinag:r, 
Jammu), covering a population of 32.40 lakh (33 per cent of the total 
population of 98.42 lakh) and expenditure of Rs 38.64 crore (34 per cent of 
total expenditure of Rs 112.06 lakh) for the period from 1992-93 to 1998-99. 
Important points noticed are mentioned in the succeeding paragraphs. 

3.6.4 Financial outlay and expend.iture 

3. 6.4.1 Pattern of financing 

All expenditure on Central projects was met by Central Government 
except for Supplementary Nutrition Programme (SNP) component which 
together with State projects (up to March 1996) was financed with State funds . 
The UNICEflll also p~ovided assistance in the shape of equipment like jeeps, 
weighing scales, type writers, duplicators, audio-visual equipment, etc. 

3.6.4.2 Allocation of funds and expenditure . 
The position of funds released and expenditure on the Scheme during 

the period from 1992-93 to 1998-99 was as under:-

·~ 

<I> 

- (Rupees in crore) 
Year Central Sector State Sector 

Assistance"' received Expenditure • Budget Expenditure 
orovision 

1992-9'.l 5.80 3.63 (37) 5.76 3.64 (37) 
1993-94 7.21 5.00 (3 1) 5.03 3.96 (21 ) 
1994-95 7.24 5.85 tl 9) 6.06 5.43 (10) 
1995-96 9.19 6.70 (27) 8.43 7.96 (6) 
1996-97 15.47 7.50 (52) 10.47 9.80 (6) 

1997-98 5.14•" 13.90 12.11 10.98 (9) 
1998-99 14.82 15.3 1 13.50 12.40 (8) 
Total 64.87 57.89 61.36 54. 17 

(Percentage shortfall m brackets) 

Kathua, Jammu, Rajouri 
(Rural) Samba,Punnandal,Marh,R.S.Pora,Kotbalwal,Akhnoor,Vijaypur, Bislmah,Kh:mr, 
Dansal, Hiranagar, Kathua, Basohli, Bani , Billawar, Gagwal, Manjakote, Rajouri , Thanamandi, 
Budhal- Kalakote, Sunderbani, Nowshcra, Mendhar, Surankotc, Balakote, Poonch-Haveli , 
Mandi; 
(lirban)Jammu, Srinagar 
UN1CEF- United Nations Children Emergency ~und. 

Includes funds released under Training (Rs 1.19 crore during 1992-99) 
Includes expenditure under training except for the years 1992-93 and 1993-94 for which 
infonnation was not available 
Im:ludes assistance in the form of medicine kits provided during 1997-98 and 1998-99 
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Shortfall in 
utilisation of Central 
assistance ranged 
between 19 and 52 
per cent during the 
period 1992-99 

Rupees 1.11 crore 
drawn and kept 
outside Government 
accounts to avoid 
their lapsing 

Criteria adopted in 
selection of projects 
not on record 

The shortfall in utilisation of Central assistance which ranged between _ 
19 and 52 per cent during the years 1992-93 to 1996-97 was mainly due to -
release of 30 to 61 per cent of the total Central assistance at the fag end of the 
financial year in all these years. The position of unspent balance of Central 
assistance up to 1993-94 had not been maintained/monitored. Based on the 
unspent balance of Rs 4. 78 crore at the end of March 1994 reported by the 
State Government to Government of India, the aggregate of unspent balance of 
Central assistance under ICDS at the end of March 1999 amounted to Rs 7.38 
crore. Utilisation certificates for the Central assistance received had also not 
been sent for the years 1995-96 to 1998-99. 

There was a variation of Rs 2.26 crore between the funds released by 
Central Government and those shown received by the State Government 
during the years 1993-94 to 1998-99. The variation had not been reconciled by 
the Department as of May 1999. It was, however. noticed that variations to the 
extent of Rs l.38 crore during 1997-98 (Rs 95.87 lakh) and 1998-99 (Rs 42.52 
lakh) were due to non-adjustment of cost of medicine kits supplied tci the State 
Government. 

Test-check further revealed that though Rs 1. 11 crore were drawn on 
last day of financial years 1995-96 to 1997-98 and kept in banks or converted 
into bank draft.slh1111dies to avoid their lapsing/revalidation by Government of 
India/ Administrative Department but were shown as fully spent during the 
years concerned. This resulted in the overstating of expenditure by Rs 1. 11 
crore during 1995-96 (Rs 44.93 lakh). 1996-97 (Rs 7.41 lakh) and 1997-98 
(Rs 58.86 lakh). 

3. 6. 5 Planning 

(a) Selection of project areas and identification of beneficiaries 

Central Government had sanctioned 13 I projects for the State under 
the Scheme up to March 1999 aga~nst which the number of such projects was 
120 only as per the records of State Government. Of these. 11 7 projects were 
in operation as of March 1999. The year-wise break-up of projects started 
during the µeri od · from 1992-93 to 1998-99 was not available with the 
Directorate of Social Welfare, nor had the discrepancy between sanctioned 
number of project::, as per State/Central Government records been reconciled 
(May 1999) While selecting project areas. priority was to be given to areas 
predominantly inhabited by backward tribes and scheduled castes and to 
backward, drought prone, nutritionally deficient areas and areas with adverse 
male-female ratio and with concentration of child labour The records did not. 
however, indicate the criteria adopted by the State Government in the selection 
of 54 projects sanctioned during 1992-99. Further, at least I 0 per cent of 
sanctioned projects were to be run by Voluntary Organisations, Local bodies 
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Funds sufficient for 
providing nutrition 
for 180-220 days only 
allotted against 300 
days 

or Indian Council for Child Welfare. However, none of the 117 on-going 
projects was managed by any of these agencies. 

For ensuring effective and purposeful implementation of the Scheme, 
each Anganwari centre had to conduct a baseline survey . for identifying 
expectant and nursing mothers, women in the age group of 15-45 years and 
children below 6 years of age belonging to the target group. Records did not 
reveal that baseline survey had been conducted nor had any family cards been 
maintained in any of the test-checked projects. The basis/criteria for selection 
of the beneficiaries was not, thus, available. 

(b) Co-ordination and supervision 

For sm.ooth and co-ordinated implementation of the Scheme, co
ordination committee of various functionaries of Social Welfare, Health and 
Family Welfare Departments were to be set up at village/project /district/State 
levels. However, no such committees were fonned either at State level or at 
district level in any of the test-checked districts. Similarly, village Primary 
Health Centre and project level co-ordination committees were not set up in 
any of the 29 test-checked projects nor had the State Nutrition Council been 
established as envisaged. Consolidated records, indicating f dentification and 
coverage of beneficiaries belonging to the target group with special emphasis 
on SCs and STs etc. under various components of the Scheme, had not been 
maintained at various levels including district or State level, nor had any 
progress reports been prepared and sent to higher authorities. The extent of the 
overall coverage of target group could not, therefore, be ascertained in audit. 

3. 6. 6 Implementation of the Programme 

3. 6. 6.1 Supplementary nutrition 

(a) Malnutrition is one of the major contributory causes for mental 
retardation, physical debility and infant mortality. The aim of the Programme 
was to supplement the intake of nutrition by about 300 calories and 8-10 grams 
of protein for eligible children and 500 to 600 calories and 20 grams of protein 
for pregnant women and nursing mothers for 300 days in a year. Severely 
malnourished children were also to be given therapeutic nutrition on medical 
advice. 

State Government allotted funds aggregating Rs 36.80 crore sufficient 
for providing nutrition for 180 to 220 days only during the period 1992-99. 
However, in 1812 (24 per cent) out of 7399 test-checked Anganwari centres, 
·supplementary nutrition was provided for less than 120 days in a year during 
the years 1992-93 to 1998-99. Of these, 807 centres ( 11 per cent) provided 
supplementary nutrition for less than 60 days in a year. In 2018 test-checked 
centres (27 per cent) coverage exceeded 240 days during the years 1992-99. 
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Reasons for not allocating nutrition items to the centres in a rational manner 
for achieving uniform coverage were neither intimated nor on record. Similarly, 
provision for higher nutritional inputs, special therapeutic nutrition and 
weaning food for pregnant/nursing women, malnourished children, etc. was not 
made. Providing supplementary nutrition to the beneficiaries sporadically was 
unlikely to achieve the basic objective of removing malnutrition among them. 

(b) Locally acceptable food, based on inexpensive and locally available 
i~gredients was to be provided to the beneficiaries keeping in view also the 
needs of children under three years. In July 1994, the Director Social Welfare, 
on the recommendation of a committee with a nutrition expert from 
Government of India as one of the members, approved nine recipes on the basis 
of locally available food. These recipes were, however, not introduced in any 
of the projects. Finally, three recipes, out of 12 proposed by another committee 
of four departmental officers were approved (June 1995) for being served. 
These recipes were not based on raw materials available lncally at 
village/project level and two of these recipes had a protein content of 4 to 7 
grams only as against minimum of 10 grams required, thus depriving the 
beneficiaries of the balanced nutrition inputs. 

(c) The nutrition items supplied had never been subjected to laboratory 
tests for ascertaining their nutritive value as also their fitness for human 
consumption. Of the six samples analysed in Srinagar Project on the basis of 
doubts,"' one sample each of gram (channa), iodised salt and st~ji by Public 
Analyst, Jammu revealed, fungal growth in gram, absence of iodine content in 
salt and adulteration in s~ji. No steps were taken to replace the unfit nutrition 
items and the entire quantity (gram: 105 quintals; salt 5. 5 quintals and St{ji : 17 
quintals) was µtilised by the Anganwari centres during 1996-97. 
Purchase/supply of nutrition inputs to Anganwari centres without ensuring its 
quality/fitness for human consumption exposed beneficiaries to health risks. 

3.6.6.2 Immunisation coverage 

All children below 6 years of age were to be immunised against 
poliomyelitis, diphtheria, typhoid, whooping cough, tuberculosis and measles. 
All expectant mothers were also to be protected against tetanus. For achieving 
this objective, the CDPOs had to prepare immunisation schedules for 
vaccination and co-ordinate their activities with Medical Officers of Primary 
Health Centres, etc . Neither were any targets fixed for immunisation nor had 
any records indicating number of children due for immunisation in the project 
area and actual coverage against each disease during 1992-93 to 1998-99 been 
maintained in 17 out of 29 test-checked projects. Coverage of the beneficiaries 
had also not been monitored at the Directorate/Project Officers level in any of 
the test-checked districts. 

• Expre~ by CDPO Srinagar 
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In 15 test-checked projects, the children were not immunised through 
Anganwari centres, while in another 7 test-checked projects, identification of 
the eligible children was not done. In 7 projects including 2 urban projects of 
Jammu and Srinagar the percentage of children immunised during 1992-93 to 
1998-99 varied between 23 and 40 for tuberculosis, 36 and 60 for diphtheria, 
whooping cough and tetanus, 36 and 59 for poliomyelitis and between 21 and 
37 for measles. The percentage of women immunised for tetanus ranged 
between 30 and 43 only during the same period. In Jammu urban project, the 
shortfall in .immunisation of children was very high, despite availability of 
Medical Officer along with supporting staff, and ranged between 52 and 91 per 
cent for tuberculosis, 2 and 64 per cent for diphtheria, whooping cough and 
tetanus, 49 and 67 per cent for polio and 0 and 74 per cent for measles during 
1992-99. Between 33 and 80 per qmt identified women were immunised 
against tetanus in the two urban projects during 1992-99. Shortfall in coverage 
was stated by Medical Officers (October 1997 and May J 999) to be due to 
non-availability of vehicles with the projects. 

Records indicating immunisation status of each beneficiary and 
successive/booster doses, if any, administered to the children, had not been 
maintained during the period 1992-93 to 1998-99. The effectiveness of the 
immunisation programme could, thus, not be ascertained. In three projects (R. 
S.Pora, Purmandal, and Reasi) 20 children had died due to diseases preventable 
by vaccination (Tetanus: 8, Diphtheria: 3, Measles: 5, Tuberculosis: 3, 
Poliomyelitis: l) during 1994-95 to 1997-98. It was also noticed that 17 polio 
cases in the age group of 1-8 y~rs were detected in 2 projects (R.S.Pora: 14 
and Srinagar: 3). The incidence of child mortality indicated that the impact of 
immunisation programme was not satisfactory. 

3.6.6.3 Health check-up and refe"al services . 

(a) Health check-up 

Health check-up included pre-natal care of expectant women and 
post-natal care of nursing mothers, care of new born babies and all children 
below 6 years of age after enumerating them and assessing their health status. 

Out of 27 test-checked projects, health check-up was not conducted 
in 15 projects and in another 4 • projects, basic records of coverage had not 
been maintained. In the remaining 8"' projects the percentage shortfall in 
coverage ranged between 39 and 79 during 1992-93 to 1998-99 except in 
R.S .Pora Project in which shortfall was abnormally high between 96 an·d 99 per 
cent during 1995-96 to 1998-99. The percentage shortfall in health check-up of 
children 0-3 years and 3-6 years ranged between 34 and 86 and between 16 

• Akhnoor, KotebMwal, Surankole and Marh. 
'I' Samba, Bishna, Vijaypur, Purmandal, Bani, Jammu Srinagar and RSPora. 
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and 87 respectively in 5 rural projects during 1992-99. The shortfall in 
coverage of pregnant ladies and nursing mothers varied between 2 and 72 per -
cent and between 17 and 81 per cent respectively during the period 1992-99. · 
Antenatal and prenatal cards were not maintained in any of the 27 test-checked 
projects except Srinagar where during 1995-96 to 1998-99 against total 11300 _ -
pregnant/nursing women only 6080 cards (54 per cent) had been maintained. 
The shortfall was attributed by the CDPOs to lack of co-ordination with Health 

i Department. 

(b) Refe"al services 

Under this component, the Anganwari workers were to identify 'at 
risk' children, mothers and pregnant women during their house hold survey of 
the families in their areas and arrange for better medical treatment of these 
cases at sub-centres, PHCs, sub-district hospitals and district hospitals and 
subsequent follow up as the case might be. 

In 18 test-checked projectsxx for which information was available, 
12728 .malnourished/severely ~alnourished children were identified during 
1992-93 to 1998-99. However, none of these children were referred to the 
PHCs/Hospitals, for specialised treatment. Non-referring of these children was 
attributed by the CDPOs to non-availability of referral cards and poor response 
from Health Department. Test-check further revealed that weighing machines 
and growth charts required for identification of malnourished children had not 
been provided in 79 projects and in 89 projects respectively. Necessary records 
indicating receipt and distribution of 4399 weighing scales supplied by -· 
Government of lndi~ during 1992-98 were, bowever, not maintained. 

Infant/child and maternal mortality rates had not been monitored 
either at the Directorate level or at the District level. It was however, seen in 
audit that infant/child mortality rate during 1992-99 in 14 Projectsx.""x for which 
infonnation was available ranged between 3 9 per thousand and 62 per 
thousand which was much higher,.-than the mortality rate of 10 and 60 per 
thousand for infants and child respectively envisaged to be achieved by the year 
2000 AD. The infant/child mortality was abnormally high in Rajouri and 
Udhampur Districts where it varied between 171 and 233 per thousand and 
between 80 and 148 per thousand respectively during 1992-93 to 1996-97. 
Evidently, high mortality rate was due to absence of referral services in project 
areas during 1992-93 to 1998-99. 

xx Jammu Distt (9), Dansal, Samba, Jamrnu, R.S.~, Punnandal, Akhnoor, Vijaypur, Khour, 
Bishnah: Kathua Distt: ( 5) Hiranagar, Kathua, Billawar, Basohli, Bani; Rajouri Distt (I ) Nowshera, 
Poonch Distt (I ) Surankote; Udhampur District: Reasi; Srinagar District: Srinagar 
xxx Distt Jamrnu: Samba, Vijaypur, Punnandal, Jammu, Dansal, R.S.Pura, Khour, Distt; Kathua: 
Basohli, Kathua, Bani: Distt; Rajouri; Thanamandi; Nowshera, Distt; Udhampur; Reasi; Distt Srinagar: 
Srinagar. 
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3. 6. 6.4 Nutrition and health education 

Nutrition and health education was to be imparted to women in age 
group of 15-45 years (especially nursing and expectant mothers) through 
publicity, home visits by Anganwari workers and demonstration/awareness 
programmes. 

Shortfall in coverage of targeted group of women (15-45 years) 
through home visits during the years 1992-93 to 1998-99 ranged between 28 
and 100 per cent in 13 test-checked projects (Jammu: 7 projects; Kathua: 4 
projects; Rajouri; l project; Poonch: l project). The shortfall was I 00 per cent 
in Poonch district, between 53 and 60 per cent in Jammu district, 34 and 71 
per cent in Kathua district and 28 and 35 per cent in Rajouri district. Reasons 
for shortfall were not intimated. 

One of the important means for imparting nutnt1on and health 
education was through the medium of films, advertisements, etc. Test-check 
revealed that film shows for imparting education in these fields could not be 
held either because of shortage of projectors/film slides or wherever available 
due to lack of trained staff for operating projectors or due to equipment being 
out of order. Receipt, disposal and utilisation of 50 slide projectors supplied by 
Government of India during 1992-98 were, however, not on record either in 
Directorate Office or in any test-checked district office. 

3. 6. 6. 5 Non-formal pre-school education 

Under this component, children between 3 and 6 years of age were to 
be imparted non-formal pre-school education in Anganwaris for developing 
desirable aptitudes, values and behaviour patterns. Overall data regarding 
children eligible for enrolment for pre-school education in the State, children 
actually enrolled and position of attendance, dropouts, etc. had not been 
maintained or monitored at any level. During test-check, it was seen that 
survey for identification and enrolment of eligible children had not been 
conducted in 6"'- projects. The percentage of children enrolled vis-a-vis eligible 
children during 1992-99 in 18® other test-checked projects ranged between 49 
and 100. The drop out per~entage among children in test-checked projects of 
various districts was between 68 and 71 in Poonch district, 59 and 75 in 
Rajouri district, 32 and 53 in Kathua district and 13 and 37 in Jammu district, 
thus giving a serious setback to pre-school education activity in the State. The 
main reasons for non-implementation of pre-school education and high drop 
out rate as observed in audit was inadequate infrastructure. During the period 
from 1992-93 to 1998-99 jute matting and pre-school education material was 

c 
Poonch Havli, Mandi, Mendhar, Bala.kote, BiUawar and Manja.kote. 
Dansal, Marh, Jammu, Samba, Punnandal, Akhnoor, Vijaypur, Gagwal, Barnote. 'll'nsohli, 
Hiranagar, Kathua, Nowshera, Budhal-Kala.kote, Thanamandi, Rajowi, Sunderbaai and 
Surankote. 
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issued only during April 1998 to November 1998 to 2516 centres out of a total 
of 10168 Anganwari centres in the State. 

3. 6. 6. 6 Fie/cl visits and supervision 

Implementation of the programme has to be monitored by field visits 
by the Child Development Project Officers/ Assistant Child Development 
Project Officers and the Supervisors. While the CDPOs were required to visit 
Anganwaris for 18 days in a month, the Supervisors were to visit each 
Anganwari centre at least once a month. In 23 test-checked projects, the 
percentage shortfall in the required visits of CDPOs and Supervisors ranged 
between 40 and 72. At project level there was I 00 per cent shortfall in visits by 
ACDPOs in Kathua project during 1993-94 and 1995-98 and in R. S. Pora 
project during J 996-97 and 1998-99. The performance of joint visits by 
supervisors with health staff (LHV etc.) was also very poor as these visits had 
been undertaken in only 3 projects (Bishna, R. S. Pora, Marh) during 1992-93 
to 1998-99 out of 27 test-checked projects. 

Thus, the visits . by CDPOs/ ACDPOs, Supervisors and .. health staff 
were nominal and supervision of centres was in a state of neglect. The shortfall 
in visits was attributed (December 1998 to May 1999) by the CDPOs to 
shortage of supervisory staff, non-availability of vehicles and involvement of __ 
supervisory staff in non-ICDS activities, viz. disbursement of scholarship, 
survey of handicapped, etc. 

3. 6. 6. 7 Training 

The Scheme envisaged training of the ICDS functionaries particularly 
Anganwari workers and Supervisors for raising their level of knowledge and 
skills. The State Government had to appoint a Nodal Officer for preparing the 
training calendar and review training requirements. However, no such officer 
had been appointed (February 1999) with the result no training calendars were 
framed during the years 1992-93 to 1997-98. The Department had not 
maintained a record of cadre-wise training record of various ICDS 
functionaries at State/district/project level. Audit scru.tiny revealed that 4623 
functionaries (44 per cent) including 4327 AWWs, out of total 1061 2 
functionaries working in different cadres. had not been imparted any training 
due to lack of adequate training infrastructure. Failure to impart training to 
various functionaries was likely to adversely effect the delivery of the package 
of services under the programme. 

Records relating to expenditure of Rs 76.02 lakh incurred on training, 
out of central assistance of Rs 1.19 crore received during 1992-93 to 1998-99 
were not produced to Audit. 
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I 3. 6. 6. 8 Manpower management 

(a) Selection of Anganwari workers in the selected project areas is to be 
made by a committee consisting of District Social Welfare Officer, BOO, 
CDPO, Medical Officer and other public representatives. However, the State 
Government (February 1998) authorised Programme Officer (Headquarters) to 
make appointment of Angarrwari workers centrally under expansion 
programme in all projects. The details of appointments made in each project 
during 1997-99 were not furnished to Audit (April 1999). It was, however, 
observed in test-check that orders for appointment of 166 Anganwari workers 
in 19 projects were issued (March 1998-July 1998) on the directions of 
Minister/Minister of State in Social Welfare Department. Test-check of 16 
projects further revealed that out of 1 ~ l3 Anganwari workers, 553 Angarrwari 
workers (3 7 per cent) were non-locals. The percentage <?f non-locals was as 
high as 83 in Ganderbal, 67 in Kathua and 61 in Marh project. 61 Angarrwari 
workers appointed during March 1998-January 1999 under expansion 
programme were also non-locals. 

(b) The Department had not maintained (April 1999) year-wise and 
category-wise details of sanctioned and effective strength and project-wise staff 
in position with the result manpower requirements and its availability was not 
monitored. It was noticed during test-check that there was shortage of 34 
CDPOs in 117 operational projects duri~ 1996-98. The shortage ' of 
Supervisors, Statistical Assistants and Junior Assistants during 1995-98 
ranged between 10 and 41 per cent. Similarly, no Supervisor was posted 
(March 1999) in 20T projects against a sanctioned strength of 53 Supervisors. 
In 2 projects (Satwari, Kamah) Supervisors (one each) in excess of sanctioned, 
strength were, huwever, posted. 

(c) The effective strength of arivers during 1996-97 was 87 as against 7.l 
serviceable vehicles. In 5 test .. checked projects, idle wages of Rs 3. 11 lakh · 
were paid to 5 drivers during April 1,997 to March 1999. Similarly, a dnver. 
was posted in newly created Balakote 'project during 1997-98 even though no 
vehicle was available. Another driver was posted (August 1998) in the same 
project whose pay was drawn unauthorisedly against the post of Supervisor. 
This resulted in payment of idle wage ofRs 0.61 lakh up to March 1999. Test
check further revealed that in Samba project the regular driver was attached in 
September 1998 with Programme Officer Jammu and appointment of a new 
driver against the resultant vacancy was made unauthorisedly by CDPO in 
September 1998 without ascertaining the availability of idle drivers in other 
projects. In 2 projects (Kangan, Surankote) one orderly and one driver was 
appointed on daily wage basis by the CDPO in November 1991 and April 1993 

T( Kashmir), Kupwara, Trehgam, Ramhal, Rafiabad, Zainagar,(Jammu): Dansal, lohimalhar, Bhagwah, 
Inderwal, Marwah, Gordhi, Mahore, Amas, Goo!, Majalta, Kalakote, Nowshera, Sunderbani, 
Manjakote, Balakote. 
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respectively. These officials continued in service (March 1999) after obtaining 
injunction from a court. 

(d) Transfer policy for staff members had not been formulated and in test
check it was noticed that 33 Supervisors continued to remain posted in the 
same project for a period from 5 to 15 years. 

3. 6. 7 Utilisation of vehicles 

The main reason for the poor implementation of the various 
components of the Scheme as discussed in paragraph 3.6.6 was stated to be 
due to poor mobility in project areas because of non-availability of vehicles. 
!CDS projects received non-recurring assistance from UNICEF, through 
Government of India, in the form of jeeps, trailers, etc. Records indicating the 
details of vehicles/equipment received from UNICEF and their utilisation had 
not been maintained. It was, however, seen in audit that against 54 vehicles 
supplied by the Government of India during 1992-98, only 27 vehicles were 
accounted for in the records of Department (February 1999). In absence of 
proper records and a system of reconciliation with Dovernment of India, the 
possibility of misutilisation/misappropriation of 27 vehicles could not be ruled 
out. 

Director Social Welfare informed (October 1998) the Administrative 
Department that 28 ICDS vehicles were gutted/destroyed during 1988 to 
October 1998 in militancy related incidents but the details of the same were not 
placed on record (April 1999). No departmental enquiry was initiated (April 
1999) to investigate the losses and the full facts were not obtained from 
District/ICDS functionaries. Copies of the FIR if any lodged with the Police, 
were also not on record (April 1999). 

3. 6. 8 Monitoring and evaluation 

There was complete lack of monitoring of various components of the 
~ 

Scheme like immunisation, nutriti6n, health and referral services, pre-school 
education, etc. both at State and district level. Basic records relating to family 
survey, suppl~mentary nutrition/distribution, pregnant/nursing women, referral 
services, immunisation etc. had not been maintained in any of the test-checked 
projects. No watch on receipt of Monthly Progress Reports and feed back 
reports from projects was kept. Community Based Monitonng Mechanism for 
monitoring and evaluation at grass root level by members of community 
themselves had not been adopted (April 1999) in the State. No voluntary 
organisation had been entrusted with job .of monitoring of Scheme. 

The impact of the Scheme on providing immunisation, health check -
up and referral services, pre-school education, nutrition and health education 
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facilities to the targeted group had also not been evaluated during the period 
1992-93 to 1998-99. 

3. 6. 9 Recommendation.5 

There is an urgent need for conducting base line survey at regular 
intervals for identifying children and expectant/nursing mothers in the target 
group and their coverage. The coverage of the identified population under 
supplementary nutrition, based on locally available cheap recipes, sho4ld be 
regular for achieving decline in the levels of malnutrition, morbidity and infant 
mortality. The need for close co-ordination with the functionaries of Health 
Department is also called for, for proper health check-up and medical 
interventions wherever required. 

3. 6.10 Above points were referred to Government/Department m August 
1999; reply has not been received (October 1999) 
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3. 7 Agriculture Production and Rural Development Department 

Failure of the Revenue Department to maintain properly its 
records and consequent irregular allotment of land coupled with poor 
monitoring and supervisory control by Agriculture Production 
Department resulted in wasteful expenditure of Rs 15.44 lakh and locking 
up of Rs 14.34 lakh for over 3 years. 

The State Government released an amount of Rs 29. 78 lakh between 
November 1990 and January 1996 as grant-in-aid in favour of Jammu and 
Kashmir Co-operative Union (a registered Co-operative Society) for setting up 
of a State-level co-operative training college. The State Government further 
allotted (April 1991) a piece of land, measuring 30 kanals and 13 maria.\". 
identified by the Co-operative Department, at village Sitnee (Nagrota) for 
construction of college/hostel buildings. The construction work was taken up 
by the Society in January 1992 despite repeated warning /notices issued by the 
Army.· When ground floor of the complex was completed (expenditure: Rs 
15.44 lakh), the Army authorities stopped (July 1994) further construction on 
the ground that the building had been constructed on the land requisitioned by 
it and under its possession since 1973 . It was also pointed out by the Army 
that the location of the structure, being very close to sensitive army 
installations, was a security hazard . 'The Army authorities inforlned the Society 
in September 1998 to either remove the structure or bear the charges for its 
removal by the Army. Efforts made by the Society to either get the land de
requisitioned by the Army or have the possession of the structure taken over 
by the Army on reimbursement of its cost, estimated at Rs 22 lakh, did not 
succeed (March 1999). Consequently, the expenditure of Rs 15 .44 lakh. 
incurred on construction of structure up to July I 994, proved infructuous and 
unspent grant-in-aid of Rs I 4.34 lakh was locked up with the Society for over 
~:~ rec years. The main reasons. as observed in audit, which contributed to the 
impasse were: 

(a) Failure of the Revenue Department to keep appropriate note in the 
records regarding requisition of the land by Army. 
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(b) The Society had proceeded with the construction work despite 
repeated warnings by the Army authorities regarding the actual status of land 
and issuance of a written notice by the Army in March 1993, on which no 
action was taken. 

(c) Failure of the Registrar Co-operatives to monitor and exercise 
supervisory control over the flow and utilisation of funds by the society. Grant
in-aid aggregating Rs 12.85 lakh had been released to the Society during the 
years l .;,:t~ and 1996 despite objections raised by the Army authorities during 
the years 1992 and 1993 and stoppage of work in July 1994. 

The matter was referred to Government in July 1999; reply has not 
been received (October 1999). 

-
Failure to verify from the Forest Department the genuineness of 

transit passes of timber util~sed by the contractor on developmental 
works resulted in irregular payment of Rs 13.81 lakh and l~ss of revenue 
to the State by way of illicit felling of trees. 

With a view to prevent unauthorised felling, removal and utilisation of 
illicit timb~r, the movement . of tithber from the· purchase point to any other 
place within the State is to be covered by an authorisation/transit pass issued 
by the Forest Department. In view of the large scale illegal felling of trees ill 
the valley due to disturbed law and order conditions, the Forest Minister had 
order~d (January 1997) that Government departments should make payment in 
respect of timber utilised on developmental works only after verifying from the 
Forest Department the genuineness of the purchase of timber. 

Test che.ck of the records of the Block Development Officer, Kangan 
revealed (April 1998) that for 13 works of construction of school buildings, 
bridges etc., transit passes (Form 25) in respect of 5936.37 cft of timber 
(valued Rs 13 .81 lakh) utilised during January 1995 to December 1997 were 
mutilated/tampered and did not bear the name of the range/division, signature 
and seal of the concerned authorities. The Block Development Officer, Kangan 
without getting the source of supply of timber verified from the Forest 
division, made payment for works including cost of timber to the concerned 
contractors. On a reference made by Audit, the Conservator of F crests, 
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Srinagar Circle intimated (June 1998) that the transit passes were not genuine 
and had been obtained fraudulently. Results of further investigations if any, 
conducted by Forest Department were not intimated (September 1999). 

Thus, failure of the Block Development Officer to verify the 
genuineness of the transit passes which were prima facie fraudulent, resulted 
in irregular payment of Rs 13. 81 lakh to the contractors and loss of revenue to 
the State on account of illicit felling of trees. 

The matter was referred to Government in May 1999; reply had not 
been received (October 1999). 

3$. · Unfruitful· expenditure on construction of a road and school 
building 

Failure to obtain prior clearance of Forest Department for 
construction of a road passing through forest land and construction of a 
school building without ascertaining its requirement and suitability of 
site resulted in unfruitful expenditure of Rs 5.63 lakh and irregular/excess 
payment of Rs 1. 71 lakh on construction of a road and school building". 

Test-check (July 1998/March 1999) of the records of Block 
Development Officers Rajouri and Baramulla revealed unfruitfui expenditure 
of Rs 5.63 lakh and irregular/excess payment of Rs 1.71 lai5,h on construction 
of a road and school building as discussed below: 

(a) The work of extension of Taryathi-Nadyala road up to Bagla ( l Km) 
was allotted (December 1994) by Block Development Officer, Rajouri to a 
mate at an estimated cost of Rs 4.50 lakh under Employment Assurance 
Scheme. When the work was completed up to value of Rs 3.56 lakh during the 
years 1994-95 (Rs 0.60 lakh), 1996-97 (Rs l lakh) and 1997-98 (Rs l .96 lakh) 
further construction was stopped_ due-· to objections raised by the Forest 
Department. The Forest Department pointed out (March 1998) that since the 
alignment of the road passed through forest area, clearance from the Forest 
Department had to be obtained for undertaking the work. Evidently, the 
construction of road had been taken up with out conducting proper survey, 
which resulted in unfruitful expenditure of Rs 3.56 lakh. The work on the road 
had not been resumed as of February 1999. 

Test-check (March 1999) further revealed that an excess payment of 
Rs 21000 had been made (March 1998) to the mate due to an arithmetical 
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error in calculation of the value of Earth Work. Further, against the estimated 
quantity of 187.16 CM (cost: Rs 16000) of Random Rubble Masonry (dry), 
payment for 1225.57 CM (cost: Rs l.66 lakh) had been made without the 
approval of the Executive Engineer, REW!», Rajouri. Action taken for 
recovering the excess/irregular payment of Rs l . 71 lakh made to the mate was 
not intimated (February 1999). 

(b) In August 1996, Chief Education Officer, Baramulla identified 36 
primary/middle school buildings for construction through Rural Development 
Department during 1996-97 which jncluded a building for primary school 
Sheeri-balla, Baramulla. Accordingly, Block Development Officer. Baramulla, 
asked (October 1996) the Education Department to identify the site/land for 
the proposed construction. Though the site/land for the proposed construction 
was not identified by the Education Department, the Block Development 
Officer allotted (December 1996) the construction work of the school building 
(estimated cost: Rs 2.12 lakh) to a mate, on a site identified by Rural 
Development Department. When the construction work was started 
(December 1996) Education Department informed the Assistant Commissioner 
Development, Baramulla and the Block Development Officer that the two 
school buildings constructed during the years 1987 and 1991 already existed at 
Sheeri-balla which were sufficient to accommodate the students and proposed 
the construction of the said building at an alternative site at Fatehgarh for Girls 
Middle School where additional accommodation was urgently needed. It was 
also pointed out that the site selected by the Rural Development Department 
for the proposed building was inaccessible as it was located 200 feet away 
from the existing school buildings, across a 32 feet wide and 8 feet deep nallah 
without any connecting road/bridge. Despite the assertions of the Education 
Department, the Block Development Officer proceeded with the construction 
of the building which was completed (May 1997) at a cost 9f Rs 2.07 lakh. 
The school building had not been put to any use as of February 1999. Reasons . 
were not intimated for inclusion of the work in the Action Plan initially without 
assessing its requirement and its subsequent construction even after its 
unsuitability was pointed by the Chief Education Officer, Baramulla. This 
resulted in unfruitful expenditure of Rs 2.07 lakh. 

The above points were referred to Government/ Department in July 
1999, reply had not been received (October 1999). 

"REW- Rural Engineering Wing. 
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Finance Department 

Delay in rendition of mo~thly accounts, drawals in excess of 
budget allotments, belated crediting of MTs, fraudulent/excess drawals 
of pension, etc. were detected durin~ inspection of treasuries. 

Inspection of 46 treasuries out of total 98 treasuries during 1998-99 
by the Accountant General (Accounts and Entitlements) revealed the 
following: 

(i) Treasury officers are required to render their monthJy accounts to the 
Accountant General in two batches- first by 22nd of each month and the 
second by 8th of the following month. It was, however, seen that the time 
schedule was not followed by 23 treasury officers and the accounts were 
rendered after delays ranging between l to 93 days due to which monthly 
accounts did not depict the correct position. 

(ii) Treasury officers are required to maintain a record of allotment of 
fund s in respect of each drawing and disbursing officer and watch the drawals 
made by them with reference to these allotments. Ten treasury officers had 
allowed the drawing and disbursing offi cers to draw funds in excess of their 
budgetary allocations and 7 treasury officers had drawn funds in excess of their 
own allocations during the period 1991-99 in violation of the Financial Rules. 
The excess drawals varied between Rs 46,000 and Rs 1.44 crore. Failure on 
part of the treasury officers to exercise proper budgetary control and ensure 
drawal of funds within th~ budgetary allocations indicated poor control 
mechanism and financial indiscipline. · 

(iii) In I 0 treasuries·. 35 cases of.mail transfers (MTs) involving amounts 
ranging between Rs 2 lakh and Rs' 1 crore were credited ~latedly in the 
Government Account by the banks with delay ranging between 3 and 3 8 days 
in 34 cases and 747 days in one case. This resulted in locking up of 
Government money and consequent loss of interest. The delay had occurred 
mainly due to failure of the Department to conduct reconciliation of 
remittances/balances. 

(iv) Every licensed vendor who purchases stamps from the Government 
against cash payment receives the same at a discount subject to the limits 
prescribed. In 9 treasuries, <J> discount aggregating Rs 8.46 lakh had been 

HuJgam, Baramulla, Dangiwacha, Kreeri, Lal Mandi, RS.Pora.. Soporc, Shopian, Tangmarg, 
Tanl.:ipora 

SaJJcr Treas~·. Banunulla, Badgam. Pulwama. Cbadura, Sopre, Anantnag, Sadder Treasury 
Janunu, and R.S Pora 

126 



allowed irregularly in disregard to limits prescribed during the pe_riod from 
1989-90 to 1998-99. 

(v) Identity of pensioners is to be verified by the treasuries on or after 1 
April every year and a note to this effect is to be recorded on the relevant page 
of the pension payment order. Due to non-following of procedure in Tral 
treasury, fraudulent drawals of pension amounting to Rs 99, 952 ·w·ere made 
during February 1992 to February 1998 in respect of a pensioner who had 
expired in February 1992. Similarly, overpayments of Rs 1.81 lakh in respect of 
69 pensioners were detected in Sub-treasury Bandipore due to non-observance 
of coda! provisions. 

(vi) Details of all transactions including receipts from Government oflndia 
on account of Grants-in-aid and loal'l.s and advances, etc. and repayments 
thereof are maintained in the Finance Secretary' s personal account with the 
Bank. Test-check of the personal account revealed that: 

(a) Abstract of accounts, which the Jammu and Kashmir Bank rendered 
to the Finance Department monthly for onward transmission to the Accountant 
General was not supported by challans, cheques, vouchers, etc. which could 
serve as evidence for payments into and withdrawals from the Government 
Account. This resulted in mis/non-classification of transactions in Government 
Accounts. 

(b) Jammu and Kashmir Bank, Irwin Road, New Delhi had belatedly 
transferred balances ranging from Rs 17. 64 lakh to Rs 62. 7 4 crore to 
Government Account with delays ranging between 3 to 5 days during January 
1999 and March 1999 resulting in loss of interest of Rs 8 lakh to State 
exchequer. 

The above points were referred to the Government in August 1999; 
the reply had not been received (October 1999). 

Health and Medical Education Department 

Non observance of codal provisions and .pnor superv.isory control 
in management of stores resulted in shortage of stores worth Rs 5.46 lakh. 

Financial Rules inter-alia provide that physical verification of stores 
should as far as possible be entrusted to a responsible Government servant 
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who is independent of superior executive officer-in-charge of the stores. 
Bes;des, stores are to be issued against indents in proper form issued by 
authorised persons. 

Consequent upon the seizure of a consignment of drugs by the police 
and arrest of the storekeeper, Principal, Government Medical College Hospital 
Jammu, constituted (July 1997) a Committee for conducting physical 
verification of the hospital stores. The Committee in its report submitted to the 
Principal in October 1997 recorded ground balances only without working out 
the shortages owing to seizure of store records by the Police. The records 
were received back from the Police in November 1997 after which the 
Principal constituted another Committee for bringing out shortages and fi xing 
responsibility therefor. The Report submitted in March 1998 brought out 
shortage of Rs 5.46 lakh pertaining to 1996-97. This was attributed to 
suspected nexus between the ex-storekeeper and sub-storekeepers in wards 
including connivance of the supervisory staff and poor supervisory control in 
management of stores. Though the detailed findings of the Committee were 
reported to Administrative Department in March 1998, action taken there9n to 
fix responsibility for failure to exercise supervisory control and recover cost of 
shortages was awaited as of September 1999. 

Test-check (February 1999) of the records of the hospital for the 
period April 1996 to January 1999 revealed that following factors, among 
others, contributed to shortage of stores: 

(i) Physical verification of stores had been conducted during 1997 and earlier 
years by persons connected with the management of stores. 

(ii) Irregular issue of stores on loan chits. 

(iii) Non-implementation of turn-over scheme and posting of the storekeeper 
for a spell exceeding prescribed period of 2 years. 

(iv) Non-obtaining of cash and personal security from the storekeeper. 

Thus, non-adherence to various· prescribed control measures and lack 
of effective control by supervisory officers resulted in shortage of stores valued 
at Rs 5.46 lakh. Besid~s. due to delay in taking action on the Report of the 
Committee responsibility for the shortages had not been fixed (February 1999). 

The matter was referred to the Government in May 1999; the reply 
had not been received (October 1999). 
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Incorrect estimation of the casting equipment and material 
required for upgradation of Dental College/Hospital laboratory resulted 
in investment of Rs 14.69 lakh remaining idle for over 7 years. 

Based on the rates approved by Central Rate Contract Committee, 
Principal, Government Dental College/Hospital Srinagar placed (December 
199 1) supply order with a Bangalore based firm for supply of casting 
equipment comprising Induction Casting Machine and related components. 
The equipment, meant for upgradation of the College/Hospital laboratory, was 
received in the Stores of the College in March 1992 at a cost of Rs 14.69 lakh. 

Test-check (June 1998 and May 1999) of the records of Dental 
College/Hospital revealed that the casting equipment, after its receipt had 
remained in the General Stores up to April 1994, where after it was transferred 
to the Department of Prosthodontics. The Head of Department of 
Prosthodontics informed (May 1994) the Principal that the casting equipment 
purchased was not sufficient for making the laboratory functional. Additional 
41 items of equipment and consumables (estimated to cost Rs 73 lakh at the 
prevailing market rates) had been identified (May 1994) by the Department 
which were required for making the laboratory operational. The required 
equipment and consumables had, however, not been procured as of May 1999. 
The Department stated (May 1999) that the rate contract for additional items 
was under scrutiny and supply order would be placed after its approval and 
allocation of funds . These items had, however, not been purchased as of 
October 1999 resulting in the equipment purchased in March 1992 lying idle. 

Thus, incorrect estimation of requirement of related components and 
un-planned purchase of equipment initially in December 1991 resulted in idle 
investment of Rs 14. 69 lakh and non-realisation of the envisaged objective of 
providing upgraded laboratory facilities to the students of college and patients 
for over 7 years. The possibility of the obsolescence of the .equipment with the 
passage of time could also riot be ruled out. 

The above matter was referred to Government in September 1999; 
reply had not been received (October 1999). 
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Irrigation and Flood Control Department 

ili:it:;:m:::@:::i-1:111111!1111111:::11.;·11111;:1~:~illilt1:::::::t~\;:1:};r,1;1~;::::;:1i::\;;:;*;~1111:1::i:::;~1~:1:m::::;:::~;1lli1~1::1 

Highlight . ., 

Flood<t in Kashmir Valley inundate vast tracts of land resulting in 
lo5.'i of life anti property. Flootl control measure.'i were initiatetl with the 
creation of the l"igation anti Flood Control Department in 1959. The 
problem of recurring jlo(){/.<t, howel'er, remained largely unresolved tlespite 
incu"ing expenditure of R.<t 98.32 crore (1992-93 to 1998-99) mainly due to 
partial implement"tion of Master Plan for flood control anti lack of 
integrated anti co-ordinated approach. Execution of petty, isolated anti 
.<tporatlic flootl re.<ttorationlprotection works and non-availability of 

I 

."iufficient financial resources resulted in inadequate management of exceS!i 
flootl waters in river Jehlum. Ca.'ies of avoitlable expenditure, irregular 
purchases, tlil'er."iion of funds anti um/er/non-utilisation of heavy machinery 
were al.m noticed in te.'it-check. 

• Against establishment charges of 7.5 per cent recoverab.le by the 
Department for execution of non-departmental works, expenditure 
incurred by the Department on establishment was high and ranged 
between 44 and 270 per cent of the expenditure on works during the 
period from 1992-93 to 1998-99. 

(Paragraph: 4.1.4) 

• Due to the absence of an integrated .and co-ordinated approach, the 
problem of floods in the valley .. remained largely unresolved. Flood 
damages increased from Rs. 3CT.29 crore in 1992-93 to Rs. 54.26 crore 
in 1997-98 despite expenditure of Rs. 98.32 crore incurred on flood 
control measures during 1992-93 to 1998-99. 

(Paragraphs: 4.1.4 and 4.1.5) 

• Master Plan for Oood control in Kashmir valley formulated during 
1959 had · been implemented only partially and instead sporadic, 
isolated and petty works had been taken up. 

(Paragraph: 4.1.5) 

• Shortfall in physical achievemeou of targeu in 4 Projects ranged 
between 4 and JOO per cent even after time over-run of 12 years. Delay 
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in cqp,lpf.~p:oJt ·:W~=:.'~ue to utilisatfon ·o~. funds· mea~t for id~ptifi~d 
: pr-Oj~c~::mlinly,: qfi':'$.)>of works. 

·. :.· 
(Paragraph: 4'.l.6) 

(Paragraph: 4.1. 7 (iii)) 

(Paragraph: 4.1.7 (iv)) 
.:::::::::::.:::::::::.. ·:· ;: > ::<:-;./ ·.: - . :::;.::-:·:·· ·:· · .. ·····:·» :.;-;-:-·::-: :~::-·:· ,· ·, • ·.; /·:: . 

Fout'.·.:.::~~*i;io.t~I -· ,bmces m·~~;:i:i:to~:: -.~,.~~~;.~e~ . ~{_,:!tore and stock 
mateg~!,<aggf:~~~n~~ Rs ~~~~:-:' sror~::·,~sfi!¥n ,:._1??,,~?.4 and t998-99 

. un~q.t~gii~edl)I. ·ii:'=·~l~~s = ~~::·:!~!:::::~!'~'~·::;pow~m:''::~f:ter splitting th~ 
, .. porch-!~~ order!:'!§}~V:~~d : t~!!~~§.j~t~~l:=:iijppa.joyjl.\"!qf::*-~e . c9mpetent 
·.· auth4tity~ , :·::·;;::_,:,.: ·· =·.... ' : > .,:: t. 

(Paragraph: 4.1.9) 

4.1. J Introduction 

Kashmir valley has an extensive network of streams and na/lahs 
which merge with Jehlum, the only river in the valley. The river, after 
traversing 120 kms from Khanabal to Banyari, enters Wullar Lake which serves 
as a detention basin and leaves it at Ningli on its exit cpurse to Pakistan. The 
towns and villages on its banks are prone to recurring floods. To protect these 
and to avoid submergence of agricultural land, by improving quick drainage of_ 
flood waters, the Irrigation and Flood Control Department was created in 
1959. 

4.1. 2 Organisational set-up 

The schemes of flood control are implemented by Chief Engineer, 
Irrigation and Flood Control Kashmir at the Divisional level, who is assisted by 
four Superintending Engineers at Circle level and six Executive Engineers at 
the division level. 

4.1.3 Audit coverage 

Implementation of the flood control measures undertaken by the 
Department during the period from 1992-93 to 1998-99 was test-checked bv 
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Expenditure on 
establishment 
ranged between 44 
and 270 per cent of 
the works 
expenditure during 
the period 1992-99 

Rupees 35.68 lakh 
diverted during 
1997-98 and 1998-
99 

Audit during December 1997 to February 1998 and March-April 1999 with 
reference to the records of Chief Engineer, Irrigation and Flood Control 
Department and 5(~) out of six divisions. Important points noticed as a result of 
the test-check are brought out in the succeeding paragraphs. 

4.1. 4 Financial outlay and expenditure 

The year-wise details of funds allotted by the Government and 
expenditure incurred there against during 1992-93 to 1998-99 are as under: 

(Rueees in crore) 
Year Allocation Total Expenditure on works Expenditure on Percentage 

expenditure (including survey and establislunenl (5 to 4) 
investigation} 

~·) ~2) p~ (4) (5) (6) 
1992-93 8.50 8.50 5.12 3.38 66 
1993-94 9.55 9.54 5.66 3.88 69 
1994-95 11.66 11.57 7.26 4.31 59 
1995-96 14.04 13.97 8.58 5.39 63 
1996-97 22.42 22.04 15.26 6.78 44 
1997-98 17.09 17.08 9.65 7.43 77 
1998-99 17.16 15.62 4.22 11.40 

.. 
270** 

Total 100.42 98.32 55.75 42.57 76 

As would be seen from the above table, the expenditure on 
establishment ranged between 44 and 270 per cent of the expenditure on 
works during the period from 1992-93 to 1998-99. This was quite high and 
much in excess of the establishment charg~s of 7.5 per cent recovered by the 
Department under rules for execution of non-departmental works. The reasons 
for high establishment cost and action initiated by the Department to curtail 
such expenditure for increasing public spending on developmental works were 
not intimated (September 1999). 

Further, out of funds allocated during 1997-98 and 1998-99 for 
restoration and improvement work'.'s, etc. Rs 35.68 lakh were diverted during 
1997-98 (Rs 31.06 lakh) and 1998-99 (Rs 4.62 lakh) for purchase of 
hardcoke, diesel,_qate wire, uniforms for the staff and normal on-going works. 
Reasons for diversion were not intimated. 

Rupees 75 lakh were allotted to the Flood· Control Division. 
Anantnag (March 1997) by the District Development Commissioner, Anantnag 
for restoration of works damaged during floods of August 1996. The Divisiof! . 
spent Rs 18.35 lakh on purchase of stores (Rs 8.57 lakh) and execution of civil 
works (Rs 9.78 lakh) and withdrew the balance amount of Rs 56.65 lakh on 31 

Flood Control Divisions Anantnag. Srinagar and Baramulla: Flood Spill Channel Narbat Flood 
Control Mechanical Division Baramulla. 
Abnormal spurt in expenditure w1der investigation 
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March 1997 by contra credit to Deposit Account in contravention of Rule 2.33 
of Jammu & Kashmir Financial code. Out of this, Rs 53 . 96 lakh were utilised 
during 1997-98 on restoration of flood damages and the balance amount of Rs 
2.69 lakh continued to be held under Deposit Account of the division (March 
1999). Drawal of funds by the Department by contra credit to Deposit 
Account merely to avoid lapsing of funds in the above cases constituted a 
financial irregularity and resulted in locking up of funds . 

4.1. 5 Project planning 

In 1959, a Master Plan for ~ood control in Kashmir valley was 
formulated in consultation with the Central Water and Power Commission. 
The distinctive feature of the Master Plan was the provision of a set of 
solutions for different reaches of river Jehlum as indicated below: 

Reach 
Ist Sangam (Anantnag 

District) to 
Padshahibagh (Srinagar 
District). 

!Ind Padshahibagh to Wullar 
lake . 

Illrd Wullar lake to its exit 
course. 

Length 
68 kms 

53 kms 

NA 

Solutions 
Low lying areas on the left of the river to be 
used as detention basin for detaining part of 
flood discharge for some period to relieve 
pressure on river downstream followed by 
construction of a supplementary channel for 
diversion of excess water. 

To increase discharge capacity of flood spill 
channel to 17000 cusecs ;n head reach with 
future capacity of 57000 cusecs in lower 
reaches and improvement vi main river for 
relieving flood pressure on Srinagar. 

Improvement to outfall channel for increasing 
its carrying capacity from a discharge · of 
17000/ I 9000 cusecs to" 40000/ 4 5000 cu secs 
for quick draining of flood water from the 
Valle . 

A committee of six• officers constituted (1960) for implementation 
of the Master Plan, had observed that the capacity of river Jehlum through 
Srinagar city and flood spill channel (constructed near Srinagar city) was only 
50000 cusecs as against a discharge of 90000 cusecs upstream at Sangam 
(Anantnag district). The committee had pointed out that the ultimate solution 
to the flood problem was the construction of detention basin as a purely 
interim measure which would be a 'precursor to the construction of a 
supplementary channel from Dogripora (Anantnag district) to Wullar lake for 
diversion of excess flood water. The committee had further recommended 
bannin.!5 of plantation on embankments and waterways and removal of 
existing plantation and other encroachments. 

Secretaries to Govenunent, Chief Engineers, Representatives from Central Water Power 
Commission and Punjab Agriculture University. 
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No solutions for 
detaining a part of 
discharge in reach 
1st recommended 

Two other committees of experts, for advising the Government on 
flood control measures, were appointed by the Government in the years 1975 
and 1978. The main features of the recommendations made by these 
committees were similar to those of the Master Plan. However, the 
committee appointed in 1978 recommended, 4 improvement projects for the 
river in the reaches from Padshahibagh to Chattabal, Chattabal to Banyari, 
flood spill channel and outfall channel. These projects to be completed by 
1987 did not, however, provide solutions for detaining a part of flood 
discharge or construction of supplementary channel in the stretch from 
Sangam to Padshahibagh. A sketch of the course of river Jehlum through 
Kashmir valley in various reaches and important land marks is at Figure I. 
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Exce1>t fo r 
improvement to 
outfall channel 
rione of the 
projects completed 
despite time over
run of 12 ~·ears 

Except fo r "improvement in outfall channel" there was a mismatch 
between physical and financial achievements in other identified projects. 
Reasons for the same were not intimated. It was, however, seen in audit that 
funds allotted by the State Government for the identified projects had been 
diverted and utilised mainly on spot treatments. The financial and physical 
achievements as projected were also not correct as funds utilised on 
isolated/sporadic and flood restoration works, which were not separately 
identifiable from records, had been included in the overall financial/physical 
achievements of the Department 

While the outfall channel was slated for completion in 1982-83, the 
. remaining projects were to be completed in 1986-87. As would be seen from 
the table, shortfall in achievements ranged between 4 and I 00 per cent even 
after time over-run of 12 years. Shortfall in achievements in respect of 
improvement to flood spill channel and improvement to the river Jehlum was 

attributed (May/October 1999) by the Chief Engineer, I & Fe• Department, 
Kashmir to inadequate allocation of funds by the Government . This is 
however, not tenable as against the allocations of Rs 100 lakh and Rs 90 lakh 
during 1997-98 and 1998-99 respectively, expenditure of Rs 75 lakh and Rs 
61. 96 lakh only had been incurred by the Department on improvement works 
to flood spill channel. 

4.1. 7 Execution o.fworks 

(i) W hile the consolidated ·position of the number of works sa:1ctioned, 
works taken up for execution and those completed by the Department during 
1996-97 to 1998-99 was not available, the position of such works in the 4 test
checked divisions was as under: 

1996-97 1997-98 1998-99 
Number of works sanctioned including 26 1 201 19-l 
spill O\'er works 
Number of works taken up for 259 197 185 
execution 
Number of works completed. 160 112 13 1 
Number of works in hand. 99 85 54 
Percentage shortfa ll 38 43 29 

• Irrigation an<l Floo<l Control. 
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Shortfall in 
completion of 
works ranged 
between 29 and 43 
per cent 

Action not taken 
for completion of 
the work of 
removal of shoal 
formation 
abandoned by 
contractor in 
March 1998 

Unauthorised 
liabilit~· of Rs 2.30 
crorc created 

Percentage of shortfall in completion of works during 1996-97 to 
1998-99 ranged between 29 and 43 . Reasons for delay in completion of works 
were not on record . 

(ii) The work of removal of shoal formation at Abdullah Bridge was 
allotted (January 1998) to a contractor at a cost of Rs I 0.59 lakh by the Chief 
Engineer, I & FC, Department Srinagar. The work was required to be 
completed within 45 days failing which penalty up to a maximum of 10 per 
cent of the value of the work was to be imposed. After part of the work 
valuing Rs 0.24 lakh had been executed by the contractor, the Department 
stopped the work (January 1998) due to poor progress and reallotted (January 
1998) the work to the next lower tenderer (cost : Rs 14.37 lakh) at the risk and 
cost of the first contractor, on agreed terms and conditions, for completion by 
25 February 1998. The second contractor started the work on 16 January 
1998 but abandoned it in March 1998 after receiving the payment of Rs 0. 97 
lakh. No action had been taken by the Department to penalise the backed out 
contractors as per the terms and conditions of the C:Ontract or to complete the 
balance work at their risk and cost. Action for forfeiture of security deposit 
held back from the defaulting contractors had also not been taken as of August 
1999. The Executive Engineer, Flood Control Division, Srinagar stated 
(March 1999) that the decision in the matter, to be taken by the Chief Engineer 
Irrigation and Flood Control Department Kashmir, was awaited (August 
1999). 

(iii) Execution of 20 I flood protection works at a cost of Rs 2. O 1 crore 
and purchase of stores valuing Rs 29.59 lakh was made by Flood Control 
Divisions, Baramulla, (Rs l.14 crore); Srinagar (Rs 80.39 lakh): Anantnag (Rs 
24.59 lakh) and Flood Spill Channel Narbal (Rs 11.29 lakh) during 1993-94 to 
1998-99 in anticipation of provision of funds resulting in creation of 
unauthorised liabilities of Rs 2.30 crore as of March 1999. On being pointed 
out in audit, the Executive Engineer, Flood Control Division, Baramulla stated 
(April 1999) that the allocation of funds for execution of works was not made 
according to the requirements which resulted in creation of liabilities. The 
reply is not tenable as Rule 32 (a)(ii) of Jammu and Kashmir Public Works 
Account Code provides that expenditure on a work or any other object should 
be incurred only after funds to cover the charge have been provided by the 
competent authority .~ 

(iv) For meeting eventuality of floods and ensuring economy in 
expenditure, the Department had fixed .norms for purchase of empty cement 
bags centrally by central flood stores Srinagar for issue to zonal flood 
committees. The central flood stores had an authorised stock limit of 545 lakh 
empty cement bags up to 1995-96 which was revised to 11.60 lakh bags from 
1996-97. 
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• Arnrdahte 
expenll.!turc of Rs 
7.01 lakh on 
purchase of empt~· 

cement hags 

Restorntion works 
executed at a cost 
of Rs 11.16 crore 
11aid without 
ph~·sical 

,·crification 

Most of the 
machiner~· rnlued 
at R'I 63 lakh J~·ing 

idle 

The records of test-checked divisions revealed that purchase of 53 .87 
lakh empty cement bags had been made directly at a cost of Rs I . 79 crore by 
the divisions during 1994-95 to 1998-99 which ind icated poor internal controls 
and financial indiscipline. Of this, Flood Control Divisions Baramulla and 
Anantnag had purchased 8.83 lakh and 6.10 lakh .empty cement hags directly 
during 1994-95 to 1998-99 at higher rates varying between Rs 3 .40 to Rs :l . 75 
per bag as compared to the rates of central stores Srinagar ( rls 3. 20 per hag). 
This resulted in avoidable extra expenditure of Rs 7.0 I lakh. 

(v) Funds to the extent of Rs 7. 75 crore and Rs 3 .4 1 crore were released 
by the State Government during 1996-97 and 1997-98 for restorat ion of 
damages caused· by floods of June/ A.ugust 1996 and August 1997 It was 
observed in audit that : 

(a) The restoration works executed during 1996-97 and 1997-98 at a 
cost of Rs 11 .16 crore were accepted and paid without physical verification by 
any nominated committee or officer as required under the instructions of State 
Government. The genuineness of the execution of works was. therefore. 
doubtful. 

(b) The expenditure incurred on flood restoration works was not 
restricted to the allotted funds aggregating Rs I 1. 16 crore resultin~ in cr~ation 

of liability of Rs 5.21 crore ·ending March 1999 by the four Flood Control 
Divisions (Srinagar: Rs 83 . 12 lakh; Baramulla: Rs 20 lakh; AnantnJg: Rs ~ . 4 5 
crore and Narbal : Rs 73 .10 lakh). • 

4.1.8 lllle/umlerutili.mtion r~f m"cltinery 

Out of heavy· earthmoving machinery valuing Rs 1.70 crorc 
purchased during the years 196 1-80, machinery valued at Rs 1.07 cror~ had 
become obsolete or had gone out of order. The remaining machinery valued at 
Rs 63 lakh was not put to full use by the Department and had remained 
generally idle during 1992-93 to 1998-99. mainly for want of work . A!:;ai'nst 
the expected 700 to 800 working hours in a year, the performanct! nf the 
machinery during seven years ending 1998-99 was as under:-

(i) Two dredgers costing Rs 44.50 lakh were not used during the last 
seven years due to slowing down of dredging operations in the outfall channel 
since 19_85 reportedly due to provision of inadequate funds and prevailing 
conditions in the Valley. 

(ii) Two dozers costing Rs 3.36 lakh were hired out for 158 and 200 
hours and one dredger costing Rs 7 lakh for 225 hours respecti vely from April 
1992 to March 1999 against expected 5600 hours and remained idle fo r the 
remaining period owing to absence of demand from Civil divisions of the Flood 
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Hire charJ!es of Rs 
8.04 lakh for the 
1>erim.I I 9HJ to 
198H not rcco,·crcd 

Pur chasl'!> 

aJ!J!l'l')!a tin l! Rs 
J.6(1 rron· made h~· 

splittinJ! purchase 
ordl'I'!> to a\·oid 
temlcrinJ! and 
apprm al of hi)!hl·r 
authoritil· ~ 

Control Department. 

(iii) The percentage of utilisation of other machinery ranged between 0.27 
and 4 during the period under review. Due to non/underutili sation of 
machinery. the expenditure incurred on pay and allowances (Rs 9.82 crore 
during the above period) of the operational staff had rendered the operation of 
the Division uneconomical. Action for transfer of crew and other staff of idle 
machinery to other sister divi sions where their services could have been utilised 
fruitfully, was not taken. It was also seen in audit that hire charges of 
machinery amounting to Rs 8.04 lakh for the period 1983-84 to 1987-88 had 
not been recovered from various divisions/agencies as of April 1999. 

(iv) Planning and Development Department released (October 1996) Rs 
30 lakh for repairs, renovation and commissioning of one suction cutter 
dredger by March 1997. Funds released by the Government were finally placed 
at the disposal of the Executive Engineer, Flood Control Mechanical Division. 
Baramulla only on 3 1 March 1997 who credited these to Deposit Account to 
avoid their lapsing. As per details furnished by the division, Rs 20. 16 lakh were 
utilised by it on purchase of work-shop material (Rs 1.40 lakh), spares. etc for 
departmental vehicles (Rs · 1.46 lakh) and spares for suction cutter dredger (Rs 
17.30 lakh) up to March 1999. The spares of suction cutler dredger received in 
February/ August 1998 were not utilised, with the result the dredger could not 

.. 

.. 

be recommissioned as of May 1999. No reasons therefor were intimated by the • 
Department (August 1999). 

As per the records of the Deputy Financial Advisor and Chief 
Accounts Officer, Flood Control Projects Srinagar, the Division had , however, 
booked a total expenditure of Rs 21. l 0 lakh and Rs 8. 90 lakh were still lying 
in the Deposit Account as ofMarch 1999. 

Thus, the drawal of funds without immediate requirements to avoid 
their lapsing resulted in loclcing up of Rs 8. 90 lakh for a period of over 2 years 
besides the objective of recommissioning it was also not achieved. 

4.1. 9 Purcha.'ie of store/stock material 

As per Jammu and Kashmir Book of Financial Powers. as amended in 
September 1992. the Divisional Officers are empowered to make local 
purchases of stores up to Rs 15000 at a time subject to a maximum of Rs 1. 50 
lakh in a year. However, all the four divisional offices test-checked in audit had 
made purchases aggregating Rs 3.66 crore during the period from 1993-94 to 
1998-99 by splitting the purchase orders to avoid tendering and obtaining 
approval of the competent authority for purchases in excess of the overall limit 
of Rs I.SO lakh per year fixed by the Government . 
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Stores valued at Rs 
2.97 lakh damaged 
due to inadequate 
storage 

Purchase of stores by the divisional officers in violation of the 
Government orders was indicative of financial indiscipline and laxity in control 
and supervision in the Department. This had also defeated the objective of 
ensuring purchases at economical and competitive rates. 

Test-check further revealed that store/stock articles valued at Rs 
18 .0J lakh purchased in 4 test-checked divisions during 1985-86 to 1.997-98 
were lying unutilised. Of these, stores· valued at Rs 2. 97 lakh had been 
damaged due to their inadequate storage resulting in loss to the Department. 
Purchase of stores in excess of requirements resulted in locking up of funds 
and avoidable liability on their storage and watch and ward. 

4.1.10 Idle wages paid to drivers 

Two vehicles attached to Flood Control Division, Baramulla and 
Anantnag were off the road for the last more than six years as the vehicles 
were unserviceable. The drivers of the vehicles had been paid idle wages 
amounting to Rs 6.08 lakh during 1993-94 to 1998-99. The services of these 
drivers had neither been utilised productively by the divisions nor had they been 
transferred to other needy divisions where their services could have been 
utilised fruitfully. 

4.1.11 Monitoring and evaluation 

The implementation of the programme was not monitored at any level 
due to which solutions envisaged in the Master Plan and the projects 
recommended by the two expert committees were largely not executed. Except 
fo r increasing the carrying capacity of the outfall channel in the third reach of 
the river, the works relating to construction of detention basin and 
supplementary channel in the fi rst reach, increasing the discharge capacity of 
flood spill channel in the second reach and other improvement projects in these 
two reaches had not been executed . In absence of any monitoring, the funds 
earmarked for various projects were utilised mainly for execution of spot 
sporadic and petty works. The problem of flood control could not, therefore, 
be tackled in an effective manner. No field study to ascertain the impact of 
works undertaken by the Department had ever been conducted. In absence of 
regular monitoring and timely evaluation of the programme, corrective 
measures for effective implementation were not taken. Specific instructions had 
also not been issued by the State Government/Chief Engineer for ensuring 
submission of physical and financial progress reports at regular intervals. 

• Cement I 065 bags, lime: 398 bags, rapidite: 360 litres, quick setting compound: 1298 Kg and empty 
bag.it. 4() '.)()() 
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4.1.12 Recommendations 

A comprehensive and integrated approach as recommended by the 
expert committees may be followed for flood control. The tendency of utilising 
the earmarked funds on sporadic, isolated and petty works sho~ld be stopped 
and an effective mo~itoring mechanism f9r implementation of various projects 
established to prevent diversion of funds, irregular purchases and cases of 
avoidable expenditure, etc. 

4.1.13 The above points were referred to Government in August 1999, reply 
had not been received (October 1999). 
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. . Irrigation and Flood Control Department 

:il.ili!lli:i:lli:::1::::1ilill:lmi.Eiii81M::;11:11[aDll:::11111'=::::::::::;:1:::::::::;::::::::::::i .;,:::;:,::::::·:::::::i1::::=::::;:: 

Failure to ensure completion of the mechanical anti electrict1I 
components of the Dabar Potha Lift l"igation .'icheme re.'iultetl in 
unfruitful expenditure of Rs 81.03 lakh thereon. Be.'iide.'i, the pltmnetl 
irrigation facilities were not provided to the people of the aretL 

With a view to providing irrigation facilities to 224 hectares of land in 
tehsil Nowshera of Rajouri District, "Dabar Potha Lift Irrigation Scheme" 
(estimated cost: Rs 11.15 lakh) was taken up for execution in I 975-76. When 
the scheme was nearing completion, heavy floods during 1983 deflected the 
current of river I 50 metres away from pumping site, rendering the scheme 
defunct. Subsequent efforts of the Department to revive the scheme proved 
unfruitful and the scheme was abandoned after incurring expenditure of 
Rs.26 . 17 lakh thereon up to March 1987. 

In August 1983, a fresh proposal for revival of the scheme, estimated 
to cost Rs 80 lakh and to be comP.leted by March 1994, was submitted to the 
Government. The proposal envisaged shifting of the intake site by 500 metres 
upstream from the existing site of the pump house and installation of 3 
submersible pump sets for lifting water to the existing delivery tank. The 
scheme, which was technically cleared (March 1996) by the Director, Designs 
Directorate was again revised to cost Rs 1. 10 crore and submitted to 
Government for accord of Administrative Approval. Though Administrative 
Approval had not been accorded as of July 1999, additional expenditure of Rs 
54.86 lakh was incurred· on the scheme during the period 1992-93 to August 
1999. The project had, however, not been commissioned as of September 
1999, mainly due to non-completion of mechanical and electrical works. No 
reasons for non-completion of these components of the scheme were intimated 
(September 1999). 

Thus, due to failure of the Department to initially plan the execution 
of the scheme properly and to ensure completion of its mechanical and 
electrical components subsequently, the expenditure of Rs 81 .03 lakh incurred 
on th0 c.cheme had been rendered unfruitful. Besides, the people of the area 
had been denied the facility of irrigation for a period of over 15 years as of 
October 1999. 

The matter was referred to Government in May 1999; reply had not 
been received (October 1999). 
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Failure of tire Department to install Automatic Voltage Regulators 
resulted in it/le inl'e.'itment of R.~ 64.40 lakh. Be.~itle.'i, avoidable e.xpemliture 
of R.'i 4. 46 laklt wt1.'i incurretl on their purcha.~e due to delay in finalisation 
of contrt1ct. 

The Executive Engineer, Mechanical-cum-Store Procurement 
Division, RTIC Jammu invited (July 1994) tenders for design, fabrication, 
supply and installation of 3 number HT 2500 KY A Automatic Voltage 
Regulators (A VR) for remodelling of Tawi Canal Power House. In response. 
only one tender was received from a Calcutta based firm (Government of India 
Enterprise) which was the sole manufacturer of the equipment in the Country. 
The tendered rate of Rs 19. 10 lakh per regulator (including taxes. duties and 
freight) was valid for 180 days up to January 1995. However, the Department 
took 20 months in deciding whether or not to place the order with the firm on 
single tender basis. Meanwhile, the validity period of the offer had expired and 
consequently the firm offered (October 1995) its revised rate of Rs 21 .04 lakh 
per AYR and extended validity of their offer up to December 1995. 

_The Department finally placed an order (April 1996) with the firm for 
supply of 3 such units at the negotiated rate of Rs 20.59 lakh per A YR. The 
A YR~ received in June-July 1997 had, however, not been installed as of July 
199~1- reportedly for want of intermediate cables and protection devices 
rendering the investment of Rs 64.40 lakh (including enhanced excise duty and 
freigbLcharges: Rs 1.66 lakh and cost of spares: Rs 0.97 lakh) thereon idle. 
The delay in supply of the equipment by the supplier was attributed to the time 
taken by the Department in arranging third party inspection of the equipment 
which was conducted at the works of the supplier only in January 1997. 

Thus, failure of the Department to install the Automatic Voltage 
Regulators resulted in idle investment of Rs 64.40 lakh. This included 
expenditure of Rs 4.46 lakh which could have been avoided had the purchase 
order been placed with the firm within the validity period of its offer. 

The matter was referred to Government in June 1999; reply had not 
been received (October 1999) 

l-l6 

- , 

• • 

• 



• Ladakh Affairs Department 

Failure of the Department to procure cement from Jammu & 
Kashmir Cements limited as per standing instructions of the Government 
and as er re uirements resulted in avoidable enditure o Rs 6. 08 lakh. 

According to instructions issued by the Government from time to 
time, all the Departments in Kashmir Division are required to procure their 
requirement of cement from Jammu and Kashmir Cements Limited, a 
Government Company, which had an installed capacity of manufacturing 2 
lakh tonnes of cement per annum.. Besides, the financial rules of the 
Government provide that purchas~ of stores for public service should be made 
in most economical manner. 

Test-check (July 1997) of records revealed that the Executive 
Engineer, Civil Construction Division, Poe•, Kargil placed (July 1995) orders 
for supply of 5000 bags of cement with SICOP", a Government company. 
Rates for supply had, however, not been fixed with the supplier company. The 
company supplied 5328 bags of cement in July 1995 (499 bags), August 1995 
{1080 bags) and September 1995 (3749 bags), which were paid for by the 
Division at the rate of Rs 250 per bag. The Division, meanwhile, to meet its 
immediate requirement also purchased 3000 bags of cement in July 1995 from 
Jammu and Kashmir Cements Limited at a lower rate of Rs 188 per bag 
(including freight charges of Rs 50 per bag).· The basis on which higher rate of 
Rs 250 per bag was paid to SICOP and reasons for not purchasing cement 
from the Jammu and Kashmir Cements were neither on record nor intimated to 
Audit. Similarly, the District Swperintending Engineer, PWD, Leh, also 
purchased 5000 bags of cement valued at Rs 17.10 lakh (Rs 342 per bag)" in 
September 1996 from Ja~u and Kashmir Small ScaJe lndustric;s 
Development Corporation Limited against Rs 286.33 per bag at which the 
Executive Engineer, lgo-phey Irrigation division, Leh purchased from Jammu 
and Kashmir Cements Limited between July 1996 and November 1996. 

Failure of the Division, to follow the instructions of the Government 
and also to assess the competitiveness of the rates before placing the order 
with SICOP, resulted in avoidable expenditure of Rs 6.08 lakh on purchase of 
103 28 bags of cement at higher cost. 

The above points were referred to the Government (June 1999); reply 
had not been received (October 1999). 

• Power Development Corporation Ltd. 
• Jammu and Kashmir Small Scale Industries Development Corporation Limited. 
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Execution of water supply scheme without proper planning 
resulted in infructllOf!..S expenditure of Rs 17. 85 lakh and avoidable 
expenditure· of Rs 33.50 lakh on supply of water through tankers. 

In or-d~r to augment supply of drinking water to Kargil town and 
adjoining areas and curtail expenditure on supply of water through tankers, 
Executive Engineer Public Health Engineering Division, Kargil took up ( 1988-
89) execution of Lift Water Supply Scheme (estimated cost; Rs 62.20 lakh) 
with Suru river as its source. The work, started in anticipation of 
administrative approval and technical sanction, was expected to be completed 
within two working seasons. While the scheme was under progress and an 
expenditure of Rs 56.46 lakh had been incurred up to 1993-94, a Master Plan 
for augmentation of the existing gravity water supply scheme, at an estimated 
cost" of Rs 4.87 crore, was formulated by the Department with Wakha nqllah 
as its source. The work on the scheme was taken up during 1994-95 ana an 
amount of Rs 4 . 10 crore was spent on it up to August 1998. 

Test-check (September 1997) of the records of Executive Engineer, 
Public Health Engineering Division Kargil revealed that, out of Rs 56.46 !akh 
spent on the Lift scheme, Rs 17.85 lakh were expended on construction of dug 
well, pump room, service reservoir, chain link fencing and land compensation, 
etc. These works became redundant due to ch.ange in the scope and design of 
the work under the Master Plan rendering the expenditure of Rs 17.85 lakh 
incurred thereon infructuous. It was further observed that lack of watch and 
ward arrangements, resulted in loss of Rs 4.50 lakh due to theft of chain link 
fencing raised around these civil works. Meanwhile, the Department incurred 
expenditure of Rs 3 3. 50 lakh during 1996-97 and 1997-98 on providing 
drinking water to tl:te inhabitants of Kargil town through tankers which could 
have been avoided, had the Lift Water Supply Scheme been completed in time. 

On this being pointed out in audit, the Department stated that the 
civil works constructed under the lift scneme would be utilised under phase II 
of the Master Plan. The reply is not tenable as there was neither any provision 
for utilisation of these structures in the technical report of the Master Plan nor 
had phase II of the scheme been conceived as of August 1998. 

Thus, execution of work without proper planning resulted in 
infructuous expenditure of Rs 17. 85 lakh apart from avoidable expenditure of 
Rs 33 .50 lakh on supply of water through tankers. 

The matter was referred to Government in June 1999, their reply had 
not been received (October 1999). 

148 

.. 

' 



~ . 

Sta~c- 11 of the 
Project 
commissioned after 
time ol·er-run of 7 
~·cars and cost ol·er
run of R11 4. 18 crorc 

Sta~c-111 not 
com1tlctcd dcs1tite 
cost o\·cr-run of R11 
21. 76 crorc and 
time o\'cr-run of CJ 

~·cars 

Power Development Department 

:111:::'l::::r::·::'::mtilnini:= t1Y:arqL~1e~fi~:,rr~ji~t.,: uatt•roP~r: 

(Stages II and Ill) 

There were cmr.\itlerahle co.\tltime <wer-run in the comf1letion t~( 

.\·tage II anti Ill t~f the Cliemmi Hyde/ Project which wmi 1/ue to poor f1rt~iect 
planning/execution, poor rate t~f.funtling anti changes in the .\cope t~( work. 
Instance.\ of Ion in generation tif power, idle im•e.\tment.\ , tlh•enion t~( 

fund.~ anti delay in ac'lui.,·itimr t~f /anti. etc. were al.m noticetl in te.~t-clwck. 

C henani Hydro Electric Project Stage-I. Udhampur was initially 
conceived in 1964 . The first stage of the project. with an installed capaci ty of 
generating 25 MWs of power. was commissioned in 197 1. With a view to 
utilising the tail-race waters of stage-I. stage- II of the project with a capacity of 
generating 2 MWs of power was commissioned in April 1997 and stage-I I I 
was in its final stage of completion as of October 1999. Test check of the 
records ofthe project (stages II and Ill) during December I 998 and January 
1999 revealed following points: 

4. 6.1 Time anti co.~t over-run 

The initial Project Report (stages II and Ill) envisaging installed 
capacity of generating 6 MWs (stage II : 2 MWs: and stage Ill : 4 MWs) of 
power at an estimated cost Rs 20.92 crore (stage II : Rs 7.50 crore: stage Ill 
Rs 13 .42 crore) was approved by the CEA'" in January 1986. The project 
was slated fo r completion in 4 years. Work on stages-II and Ill of the project 
was started during 1986-87 and 1990-9 1 respectively. While stage 11 was 
commissioned in April 1997 with time and cost over-run of 7 years and Rs 
4 . 18 crore respectively. work on stage-III was under execution as of October 
1999. An expenditure of Rs 3 5. 18 crore had been incurred on stage 111 up to 
March 1999 involving cost over-run of Rs 21 . 76 crore ( 162 per l 'el/f) and 
time over-run of 9 years. The physical achievement of various component s• 
of stage-Ill, however, ranged between 17 and 89 per cent only. 

T he estimates of the project were revised (May t998) to Rs ()(J.18 
crore (stage- II. Rs 13.95 crore: stage Ill : Rs 46.23 crore). The power 
generation capacity of stage Ill was also proposed to be enhanced to 7.5 
MWs. Administrati ve approval to the project, sought for initially in July 1986 
and for the revised proposal s had, however, not been obtained . Reasons for 
revision of the estimates of stage II of the project after its commissioning 

... CEA Central Electrici ty Authont~ 

'" Land acquisition:7.t per l·e11t: Water Conductor:89 per cent: Balancing Reseryior/RCC 
duct: 7-t / >c'I' ce111: Pen Stock (fabrication: 72 per cent): Gates (fabrication: 17 per ce11t): 
Electric Installation: :w per cent. 
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were not intimated (September 1999). 

Substantial time and cost over-run were mainly due to poor project 
planning and execution as there was considerable delay in acquiring land for 
stage Ill , change in the scope of work due to proposed increase in the power 
generating capacity which necessitated purchase of additional machinery. 
relocation of structures, etc., delay in obtaining clearance of drawings from 
consultants and poor rate of fonding. Some of the instances of poor project 
planning/execution, are discussed as under: 

(a) Chief Engineer. Electric Construction Wing, Power Development 
Department entered (March 1993) into a contract with a firm fnr design. 
manufacture. test ing. supply. delivery. superv1s1on. erectinn and 
commissioning of power generating equipment for stage Ill of the project 
An expenditure of Rs 8. 7'5. crore was incurred on procurement of 
machinery/equipment. However. the contract for construction of ci,·il works 
of the project was all ott ed belatedly. att er a year in May 1994 by-· the Chief 
Engineer. Civil Construction. Jammu to a private construction compan~1 for 
completion in 24 working months. The works had. howe,·er. nnt been 
completed by the company as of August 1999 as a result of whi ch the 
machinery/equipment could not he installed. Purchase of machinery. '' ithout 
first ensuring completion of civil works. resulted in idle im·estment nf Rs 
8. 7) crnre on purchase of machinery 

(b) An amount of Rs 4 1.15 lakh earmarked fo r stage II of the project 
was utilised b~· Executive Engineer. Civil Construction Division. Udhampur 
during I qq_·v>-t and 1994-9) on maintenance works of stage- I due to non
a\'ailahili ty of funds . Though the funds were utilised for stage-I. the 
expl'nditure \\as hooked in the accounts under stage- II. The diversion of 
fi.111ds hl'sidl's indicating. poor financial management/cont rol contributed tn 

time l"\)St n\·er-run and overstating of expenditure of stage-II. 

(r) The L"X L'l'Utiw Engineer. Civil Construction Division. Udhampur 
ath·a11l' ed (:\ugust 190 1) Rs -1 .18 lakh to a firm for supply of4000 hags nf 
cemL'nt at the ratl' nf Rs I 07 per bag. The firm supplied 3150 bags nf ceme11t 
during the perit)d frnm December I 99 1 to December 1993 . The balance. 7':- 0 
hags llf Cl'mcnt (cost : Rs 80000) was neither supplied nor was the cost 
t hL'f'L'nf refunded It' the Department by the firm as of March 1999 Similarly. 
thL' l)j ,·ision ach·anced Rs 13 .10 lakh (September 1994) to Jammu and 
Kash111ir Ccml'n ts Limited. Srinagar (a Government Company) for supply of 
I Orn 11 1 hags of L" l'ment. The company supplied 6400 bags of cement between 
:\p,·l·111her I C)q-t and Apri l 1905. Balance quantity was neither suppl ied by· 

thl' l'lHnpan~· nnr v.:as the cost thereof (Rs 4.75 lakh) recnYerecl (:\1arch 
I \)l)l) ) Reasons for short supply of cement by the suppli ers or non-refund of 
the balance amount were not intimated. Fai lure on the part of Department to 
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Dela~· in acquisition 
of land affected 
implementation of 
the project a nd 
resulted in 
additional 
ex11enditure of Rs 

~2.<iO lakh 

Detailed accounts 
for Rs 63.S8 lakh 
adrnnced du rinJ! 
1988-99 not 
rc111kred 

ltTl'J!Ular 
e\peruliturc of Rs 
11.50 lakh on 
purchase of Ychicles 

Scrap Yalued at Rs 
12.22 lakh not 
disposed of 

obtain full quantity of supplies against advances made by the company 
resulted in lock ing up of Government money amounting to Rs 5.55 lakh 
between 4 and 7 years. 

(d) As against the total requirement of 17 hectares of land for stage Ill 
of the project, 12.65 hectares (74 per cent) only had been acquired up to 
August 1999. Delay in acquisition of land, besides delaying implementation 
of the project necessitated revision of the designs of the reservoir and power 
house, involving additional expenditure of Rs 2.60 lakh on their preparation. 
The delay was attributed (April 1999) by the Executive Engineer, Civil 
Construction Division, Udhampur to inaction of the Revenue Department 
and to certain objections raised by Airforce authorities. 

Against Rs 90.29 lakh advanced by the Executive Engineer Civil 
Construction Division, Udhampur during the years 1988-89 to 1998-99 to 
Revenue Department for acquiring land for the project, detailed accou nts for 
Rs 63 . 58 lakh had not been received as of December 1998. This included 
accounts for Rs I. 18 lakh and Rs 44 lakh relating to the period 1988-89 and 
1991-92 respectively. 

(e) Against the provision of Rs 5.50 lakh for purchase of 3 inspection 
vehicles envisaged in the project report, the Executive Engineer, Civil 
Construction Division, Udhampur purchased 7 vehicles (3 Ambassador cars, 
3 Maruti gypsies and 1 jeep) between May 199 1 and August 1997 for Rs 17 
lakh. The expenditure of Rs 11 .50 lakh was not a legitimate charge on the 
project. 

(f) Iron scrap weighing 122. 14 tonnes (cost : Rs 12.22 lakh) was lying 
(March 1999) in Civil Construction Division, Udhampur for the last several 
years resu lting in undue locking up of Government money, besides avoidable 
expenditure on its storage and watch and ward/handling charges. No steps 
had been taken by the Department to dispose of the scrap. 

4. 6. 2 Power generation 

The performance of stage II for the 2 years ending 1998-99 was as 
under: 
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Failure to get 
machinery of unit-
11 r<:1rnircd earl)· 
resulted in power 
generation loss of 
56 lakh units valued 
at Rs 1.21 crore 

~997-98 1998-99 

(a) Generation envisaged in the Project 
(In lak~ ~1n~~:~. 122.50 

Report with 90 per cent dependable 
year 

(b) Energy actually generated 100.65 51.31 
(c) Auxiliary consumption 0.70 0.38 
(d) Energy available for transmission 

to Grid station 99.95 50.93 
(e) Percentage of energy generated vis-

a-vis envisaged in the project 85 42 
report . 

(f) Cost of generation( in rupees) 1.08 2.47 

Executive Engineer Generation Division, Udhampur attributed 
(Ma.rch 1999) shortfall in power generation during 1998-99 to non
availability of sufficient water, shut down ftpm 22 April 1998 to 15 June 
1998 due to closure of main canal and damage to m~i!l shaft and bearing of 
unit II. Reasons for damage to main shaft and bearing of unit II within one 
year of its commissioning were not available. It was, further noticed in test
check that the Department had failed to get the equipment repaired from 
April 1998 to March 1999 which resulted in generation loss of 56 lakh units 
of power (value: Rs 1.ZJ crore).between April 1998 to March 1999. Further, 
against the projected generation cost of 30 Paise per unit for stage-IL the 
actual cost of generation during 1997-98 and 1998-99 worked out to Rs 
1.08 and Rs 2.47 respectively. The higher cost of generation was mainly due 
to increase (86 per cent) in capital cost of the Project and lower generation 
of power especiaUy during 1998-99. 

The above points were referred to Government in July J 999: reply 
had not been received (October 1999). 

• Commissioned on I~ April 1997 

152 

. I 

• 



.. 

.. 

,.. 

Investment of Rs 23.70 lakh made on purchase of computers 
and other equipment rendered idle due to non-availability of trained 
staff. The envisaged objective of effective management through 
improved information system was also not realised. 

Power Development Department advanced Rs 23 .70 lakh to Nie• 
in Ff!bruary 1995 (Rs 10 lakh) and September 1995 (Rs 13 .70 lakh) for 
implementation, on turnkey basis, of the Plan scheme of computerisation for 
MIS" and consumer billing. The amount was to be utilised for purchase of 
hardware (Rs 20.05 lakh), software (Rs 1.85 lakh) and project management 
(Rs 1.80 lakh) including training of 20 persons for 2 weeks. Th~ project was 
envisaged to be completed within six months from the date of its start . 

Test-check (September 1996/January 1998) of the records of 
Electric Maintenance and Rural Electrification Wing revealed that computers 
and other equipment purchased (December 1995) by NIC were installed only 
in December 1997 owing to delay in identifying space by the Department for 
installation of the equipment. The system had, however, not been made 
operational as of July 1999 due to non-availability of trained staff and the 
infrastructure created was lying idle. On this being pointed out (January 
1998/January 1999), the Chief Engineer Electric Maintenance and Rural 
Electrification Wing stated (January 1998/ February 1999) that though the 
initial process of collection of consumer data, etc. had been completed, the 
system could not be made operational due to non-filling of the posts of 
computer operators by the SSRB"'. The reply was not tenable as the 
objective could have been achieved by imparting requisite skills to the 
existing staff employed on manual consumer billing for which funds stood 
released to NIC. 

_ Thus, due to improper planning, investment of Rs 23 . 70 lakh made 
on creation of infrastructure was rendered idle and the envisaged objective of 
effective management through improved information system was not 
realised. 

The matter was referred to Government in June 1999; reply had not 
been received (October 1999). 

• NIC-Natiooal lnfonnatic Centre 
Management Information System • MIS

'SSRR State Subordinate Recruitment Board 
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- Delay in finalisation of tenders resulted in extra avoidable 
expenditure.of Rs 21 lakh. 

Executive Engineer, Sewa Hyde! Project Division III; Basohli 
invited tenders in November 1994 for designing, supply, fabrication, 
erection, testing and commissioning of under sluice, stop log, head regulator 
gates, etc. of stage II and III of the Sewa Hydel Project Basohli . These 
tenders were,. however, cancelled due to some technical omission in the 
NIT'"'. In July 1995 the work was re-tendered, for execution on turnkey basis 
and tenders were opened in August 1995. The lowest offer of Rs 1.44 crore 
was quoted by a Chandigarh based firm. The validity of the tender expiring 
on 5 April 1996 was extended up to 30 April 1996 by the firm. 

· The Department, did not finalise the tender as doubts arose about 
application of 10 per cent price preference, in case of turnkey projects, to a 
local SSJ'I' tenderer. Despite tenders having been opened in August 1995, 
clarification on the point was sought from the Government belatedly in 
February 1996 reasons for which were neither on record nor intimated. The 
Government clarified (July 1996) that price preference could not be availed 
by a SSI unit for turnkey projects. Efforts to get the validity period of the 
lowest offer extended up to 30 August 1996 failed, as the firm refused to 
execute the work at the quoted rates due to escalation in prices. 

The work was re-tendered in Augu'st 1996 and allotted (January 
1997) to a Jammu based firm at its lowest offered rate of Rs 1.65 crore for 
completion in 12 months. As of February 1999 the work stood completed. 

Thus, failure to seek clarification from the Government within the 
validity period of offer necessitated re-tendering of the work which resulted 
in avoidable extra expenditure of Rs 21 lakh. 

The matter was referred to the -Government in June 1999; reply had 
not been received (October 1999). 

8 NIT Notice inviting tender. 
• SSI-Small Scale Industrial unit 
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Public Health Engineering Department 

:1~1::::::::::::i::::;:~:;::11,111111:u.m1min.11r11111111.111 slwi~i11~~1:t~m111~1;~: 

Inaction of the Department to revive water supply scheme, 
Langrial resulted in unfruitful expenditure of Rs 23.98 lakh incurred 
on the scheme. 

Water Supply Scheme, Langrial designed to provide potable water to 
6585 inhabitants of 5 villages of RS Pura tehsil in Jammu district, with 
expected life span of 15 years, was taken _up for execution by the Executive 
Engineer, Public Health Engineering Rural Division Jammu in 1986-87 at an 
estimated cost of Rs 27.35 lakh. The scheme was completed and 
commissioned in 1989-90 at a cost of Rs 23 .38 lakh. 

The scheme functioned for a period of about 3 years only after which 
it developed (December 1993) certain defects and became non-functional. In 
April 1994, the Chief Engineer Public Health Engineering Department Jammu 
called for the reasons for the failure of the tube well from the Superintending 
Engineer and also ordered re-development of the well to make it functional. 
Records of Executive Engineer Public Health Engineering Division Jammu, 
however, revealed (January 1998) that while reasons for the failure of the well 
had not been investigated, efforts to redevelop (expenditure Rs 0.60 lakh) the' 
tube well during March 1995 failed. No further action to revive the scheme by 
providing an alternative source of water had been taken due to which the 
scheme continued to be non-functional as of January 1999. Reasons for not 
making the scheme functional for more than five years, analysing reasons for 
its premature failure, and current status of its assets viz. pumps, distribution 
system, etc. was not intimated to Audit (October 1999). 

Thus, inaction of the Department to revive the water supply scheme, 
rendered the expenditure of Rs 23 . 98 lakh unfruitful, besides denial of the 
envisaged benefits to the villagers. 

The matter was referred to Government in June 1999; reply had not 
been received (October 1999). 
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Advance payment of Rs 14.66 lakh by the Department to an 
NGO without drawing up an agreement resulted in irregular retention of 
Rs 9.16 lakh by the latter for over 6 yean and delay in installation of 
hand pumps. 

District Development commissioner Kargil allotted (August 1993). the 
work of installation of 25 hand pumps in Kargil to a Rajasthan based NGO, at 
a negotiated rate of Rs 50000 per hand pump for completion in two working 
seasons on the terms and conditions of the agreement to be drawn with the 
NGO. An advance payme~t of Rs 14.66 lakh was made (August 1993) by the 
Exec tive Engineer Public Health Engineering Department, Kargil to the NGO 
for p rchasing a drilling rig. The advance was to be adjusted against the value 
of all tted work and installation of additional hand pumps in future. However, 
no ag eement was made with the NGO specifying the terms and _conditions of 
the de~l to Safeguard the interests of the Department. The NGO after installing 
12 hand pumps (functional: 11 ; abandoned: 1) up to April 1996 abandoned the 
work. In February 1997, the NGO informed the Chief Secretary, Government 
of Jammu and Kashmir that the cost of drilling and installation of each hand 
pump in Ladakh region actually worked out to Rs 1. 65 lakh and that it had 
completed the work in excess of the advance received by it and requested the 
Government for treating the Project as closed. The contention of the NGO, is 
however, not tenable as the work had been allotted on the basis of similar 
works executed by them in Leh -di~trict .and commitment of its Director during 
discussions (July 1992) to undertake installation of hand pumps at the unit rate 
of Rs 50000. Any follow up action taken on the communication of the NGO 
and for settling the accounts and obtaining the refund of the balance amount 
was not intimated. M~while, an amount .of Rs 9.16 lakh continued to be 
withheld by the NGO irregularly for over 6 years. 

Thus, payment of advance of Rs 14.66 lakh by the Department to the 
NGO in excess of agreed cost of the total work and without entering into an 
agreement specifying terms and conditions resulted in irregular retention of Rs 
9.16 lakh by the NQP for over 6 years and delay in the installation of hand 

' pumps. 

' 
The matter was referred to Government in June 1999; reply had not been 

received (October 1999). 

• N9!J\' NoD-Oovernmenta1 Organisation 
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Failure of the Department to foresee constructional problems at 
the selected site of pump house of a water supply scheme resulted in 
wasteful expenditure of Rs 8.21 lakh. 

The work of fabrication, installation, testing and commissioning of 
1151 metre long rising main for Pokhribal Water Supply Scheme (stage-I) was 
allotted (June 1989) by Chief Engineer, PHE Department, Kashmir to 
contractor ' A' at an estimated cost of Rs 4.22 lakh . The rising main was to be 
connected to a pump house proposed to be constructed at Bhagwanpora. 
Nagin Lake shore on the land belonging to Tourism Depart.r:rient . 

While most of the work relating to laying of rising main was completed up 
to March 1997. construction of the pump house had not been taken up. 
According to the status report of the work submitted (March 1997) hy the 
Superintending Engineer. PHE Circle (S&B). Budgam to the Chief Engineer. 
PHE, Kashmir. the construction of pump house could not be taken up owing 
to certain difficulties viz. construction of an intake structure up to a dep th of 
20 feet, carrying J35 metre of rising main across the lake and ditliculty in its 
maintenance and high costs. It was accordingly decided (September I CJCJ7) tu 
shift the pump house site to Pokhribal (1101/ah Amirkhan). Consequently. the 
rising main already laid by the contractor at a cost of Rs 7.72 lakh (excluding 
cost of pipes) became redundant and it w·as decided (January I 998) to 
dismantle it. As of July 1999, 280 metres of the rising main onl y had .been 
dismantled through contractor · B' at a cost of Rs ·0.49 lakh. The Executive 
Engineer. PHE. Mechanical Division. Srinagar stated (July 1999) that 
remaining portion of the ri sing main would also be dismantled and utili sed on 
other water supply schemes 

Thus. failure of the Department to foresee the constructional 
problems and select ion of a defectiye sit~ for the pump house resulted in 
wasteful expenditure of Rs 8.21 • lakh (cost of laying of pipes Rs 7 72 lakh 
and dismantling charges: Rs 0.49 lakh) up to July 1999 which was likely to 
increase further with the di smantling of the remaining pipes.· 

The matter was referred to the Government in May 1999~ replv had 
not been received (October 1999). 

Cost of carriage. la~·ing. fabri cating. dis111an1hng c:-.cluding co~t or pipe~ "~11 ..:d 

dcpartmcntall~ 
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Public Health Engineering Department 

Highlight.Ii 

Public Health Engineering J)epttrtment re.'ipomihle for provitling 
dri11ki11g w11terf11cilities in the State procure.Ii .'itore.'i centrally for .'iupply to 
mul utili.mtion by the intlenting PHE J)ivision.'i. Management '~f .'itore.'i and 
.'ilock i11 the PH E t~ivision.'i, however, w11.'i not s11ti.~f11ctory 11.'i rel•ealedfrom: 
(a) l1111:e im•entorie.\· of unutili.'ied materilll; (b) .'iplitting <~f local purclw.'ie.'i 
to m•oid temlering 11ntl approml of higher authoritie.'i; (c) non-conducting 
of plty.'iic11I l'er~fication regularly anti non-recovery/1ulj11stme111 of 
.'ilwrtaxe.'i!e.xce.'i.'i prompt(ti: (ti) non-accounting of .'itore.'i mu/ (e) def ective 
11111i11te11t1m·e t~f .'itore 11cc:ount.'i. Thi.Ii was mt1in(v due to non-oh.'ieri•ttnce t~f 
control medw11i.'im.'i couplet/ with hl.xity in .'iupen•i.mry control. 

• Store material valued at Rs l.71 crore and procured between 1980 
and 1993 was lying unutilised in 13 executing divisions at the end of 
March 1999. Further, out of store and stock material purchased by 
14 divisions during 1993-94 to 1998-99 at a cost of Rs 40.24 crore. 
material valued at Rs 16.14 crore was lying unutilised as of March 
1999. 

(Paragraph 5.1.4 (a)) 

• Funds aggrcg~ting Rs 24.57 rrore advanced by various divisions for 
procurement of stores were lying under Deposit Accounts at the end 
of l\larch 1999. Of these. advances aggregating Rs l.04 crore made 
b)' 4 di,·isions were lorked up for periods ranging from 5 to 11 years. 

(Paragraph 5.1.4 (b ;rnd c)) 

• Local purchase of stores fo r Rs 3.45 crore had been made by 15 
divisions (Kashmir: 9: Jammu: 6) during 1993-94 to 1998-99 in 
violation of Government instructions and after splitting purchase 
orders to a\·oid tenderinJ?; and obtaining approval of higher 
authorities. 

(Paragraph : 5.1.4 (e)) 

• 0111 of 19 test-cherked di\·isions, ph,ysical verification of stores was 
no t conducted in respect of 3 to 12 divis ions during 1994-99. In IO 
di ... isions. though physical verification was conducted 
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excess/shortages had not been worked out and shortage of stores 
valued: at Rs 8h74 lakh-: detected 'in. other divisions: during the years 
1993-99, had nQt been investigatedfretovere_d. 

' (Paragraph: 5.1.5.2) 

Mated.al worth Rs 2 f:~5 Jakh lifted from Procurement divisions 
·between 1993-94 and 1997-98 had not been accounted for by 6 
·indenting divisions~' 

(Paragraph: 5.1.5.4) 

• Due to fictitious adjustment in divisional accounts expenditure under 
"stock suspense" was understated by Rs 1.04 crore in 2 divisions. 
The resultant savings were utilised on incun:ing expenditure 
irregt.ll•rly, in excess of budget allotment. 

(Paragraph: 5.1.6.1) 

5.1.1 Introduction 

The main function of the Public Health Engineering Department 
(PHED) is to provide drinking water facilities in the State. For execution, 
running and maintenance of various water supply schemes, the Department 
purchases material like pipes, pumps, spares, etc. centrally through 
Mechanical and Procurement divisions Jammu/Srinagar on the basis of 
requi rements of the divisions executing works. Cement, steel and explosives 
etc. are, however, procured through the Stores Procurement Department 
(SPD). 

5.1. 2 Organisational set-up 

Public health engineering works are executed by 38 divisions 
(Jammu: 20; Kashmir: 18) which are primary executing units, under the 
supervision of I 0 territorial Supcrin,ending Engineers and 2 Chief Engineers 
at Divisional level (Jammu; Srinagar). The divisional officers (Executive 
Engineers) are responsible for the general administration of stores of a 
di vision including acquisit ion, custody, issue and disposal of stores. 

5.1.J Audit coverage 

The Report of the Comptroller and Auditor General of India fo r the 
year ended 31 March 1993 (Paragraph: 5.1) had commented cw the stores 
and stock management in the Public Health Engineering Dt~' irtment in 
Jammu Division Review of the management of stores conduCL-.!d during 
November 1998 to February 1999 with reference to the records maintained in 
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Overall 
consolidated 
1>0sition of 
purchases and issue 
of stores not 
maintained/ 
monitored 

Closing balance of 
stores increased 
from Rs 2.23 crore 
in March 1994 to Rs 
12.86 crorc in 
March 1997 

Stores m;1tcrial 
,·alucd at Rs I. 71 
crore 1mrchascd 
durinJ! 1980 and 
1993 l~·ing 

unutiliscd as of 
March 1999 

t 9 divisionsrtJl (Kashmir: 1 O; Jammu: 9) for the period 1993 -94 to 1998-99 
revealed the following: 

5.1.4 Procurement of stores 

The purchase of stores items like, pumps, pipes, etc. is made by the 
Procurement divisions on the basis of requirements projected annually by the 
user divisions. Requirement of stores is assessed by the divisions on the basis 
of annual works programmes. Local purchase of stores is also made by the 
divisions. There was no system of maintaining/monitoring overall 
consolidated position of purchases and issue of stores for effective inventory 
management . 

While the consolidated position of opening balance, purchase/issue 
of stores and closing balance during the period 1994-99 in respect of Kashmir 
Division was not available due to non-posting of store/stock records, the 
position in respect of Jammu Division was as under: 

(Rup..:..:s 111 cror..: ) 
Year Opening Materia l Material issued Closing 

balance purchased halancc 
199.t-95 2.23 13.77 12.6 1 .l .39 
1995-96 3.39 22A l 16.05 9. 75 
1996-97 9.75 13.6.t 10.53 12.86 
1997-98 12.86 17.37 2 1.63 !trill 

1998-99 8.60 9 .0-t 13.62 .t.02 

Total 76.23 74.44 

As would be seen from the above table, purchases during the period 
1994-97 were made far in excess of requirement which resulted in 
accumulation of stocks from Rs 2.23 crore at the end of 1993-94 to Rs 12.86 
crore at the end of 1996-97. The closing stock at the end of March 1999 
stood at Rs 4.02 crore. Following further points were noticed : 

(a) Rules require that purchase of stores for public service should be 
made in most economical manner and in accordance with the definite 
requirement . It was. however. observed that in 13 divisions• (Jammu: 7 ~ 

Kashmi r: 6) store materials viz. high density polyethlene pipes. fitting 
material, machi11ery. etc. (cost : Rs 1. 7 1 crore) procured in excess of 
requirement between the years 1980 and 1993. were lying unutilised as of 
March 1999 result ing in locking up of Government money: No reasons fo r 

'd Puhli..: I k alU1 [ 111;111..:..:ring Divisions. Srinagar. Sopor..:. lluJgam. /\\\antipora. Shop1an. ll i_1h..:hara. 
Rajouri . l ldhampur. R..:asi anJ Kathua. ( irnuml Wat..:r anJ Prornr..:111..:nt Din s1on. Srinagar. Mat..:nal 
ru1d Pro..:ur..:mc:nt I )ins1on. Srinagar. Mast..:r Plan I )ivisions. Soura 1 Srinagar) anJ .lammu. t'-.k ..:ha111cal 
Division. Srinagar. M..:chan1rnl tlrounJ Wat..:r and Onllrng D1ns1on. Jammu. M.:chan1rnl l'ronir..:m..:nt 
Division . .lammu. PI IE Rural Div1s1on . .lammu and M..:chan1cal (North l. I )in sion . .lammu 
• Kathua. lldhrunpur. Samha. Rajoun . M..:chanical Procun:m..:nt .lammu. Rural .la111111u. M.:charncal 
(North ) .lammu. Budgam. llaramulla. Sopor..:. Bijhehara. Shopian anJ M..:i:harncal Srinagar 
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Out of store 
material llU rchascd 
at a cost of Rs .t0.2.t 
crore during 1993-
99 material worth 
R~ I<•. l.t crore l~·ing 

unutiliscd 

A1ha11ces 
aggregating Rs t.o..i 
crore locked up for 
periods ranging 
fro m 5 to 11 yea rs 

Rs 2. Ill crore 
locked up for want 
of reconciliation of 
acnwnls 

Adrnnce pa~·mcnts 

of Rs 2.t.36 crorc 
made h~· tJ 
di,·isions in March 
each ~·car during 
1993-99 to amid 
laps in;! of fund s 

Local purchase of 
stores aggregating 
R~ 3A5 cr'ilrl' made 
in excess of 
delegated powers 

=··= = ·= '· ' Stores· an~-~~i.~.~~-~.-.-.J 

procurement of material/machinery in excess of requirement were assigned by· 
the divisions. Test check of 14" divisions (Jammu:3: Kashmir 11 ), further 
revealed that out of the store and stock material purchased for Rs 40 2-1 crore 
during 1993 -94 to 1998-99. material va lued at Rs 16. 14 crore had not been 
utilised as of March 1999 and the percentage utilisation of the stores 
procured during these years ranged between 7 and 97. 

(b) Out of the advance drawals made by various divisions from time to 
time and deposited with two procurement di visions at Srinagar and Jammu 
for procurement of store material, Rs 16.29 crore were lying. under Deposih 
at the end of March 1999. Of these, Rs 1.04 crore advanced by 4"' indenting 
divisions had remained locked up for periods ranging from 5 to I I :-.-·ears The 
reasons for not making supply of material to the indenting di visions aga inst 
these advances and its impact on execution of works were not in ti 111atL:d 
These balances under Deposits had neither been reviewed pcriodicallv for 
their early clearance nor reconciled with the territorial divisions 

(c) The Mecha nical Ground Water and Drilli ng Division. Ja111111u \\as 
responsible fo r procurement of key material in Jamrnu Division up to :\ pril 
1997 after which this responsibility was entrusted to the newly crL:ated ( :\1 a\· 
1997) PHE Mechanical Procurement Division. It was seen in audit that R.-. 
6. 18 crore only, out of the available Deposi ts of Rs 8 28 crnre for 
procurement of GI pipes. were transferred to newly created cli\-ision 
Retention of Rs .2.10 crore was attributed by the division to llllll

reconciliation of Deposits by the user division This resulted in lock ing up lli' 
funds of Rs 2. I 0 crore. 

(d) Advance payments, aggregating Rs 22.90 crore made h' 11 
divisions to Mechanical Procurement divisions and Rs I 46 crnre I)\· IO 
divisions to other agencies, had been made in March each year du ring I <;<J.1 -

94 to 1998-99 to avoid lapsing of funds . Whi le supplies worth Rs 2~ 03 crnrc 
were received belatedly with delays ranging between I and 32 mo'nths. su ppl~· 
of material against payments of Rs 2 33 crore ( I 0 per cent) had nnt heen 
received (August 1999) thereby. delaying execut ion/completion of water 
supply schem~· ' ·:orks . 

(e) Under decentrali sed scheme of procurement of store items. the 
divisional officers were authorised (September 1992) to purchase stores up to 
Rs 15000 at a time subject to maximum limit of Rs 1.50 lakh in a year Te"t 
check of records. however. revealed that 15 divi sions (Kashmir· <J Jam mu 6) 

had made local purchases of stores aggregati ng Rs 3 45 crore during the 

• BuJgam. Soporc. I\\\ anllporn . ll11h..:hara. M..:ch<Jn11.:<1l Srnwg<ir. Rural Snna!!.ir \\ .ikr \\ " ' \.. , 

Srinagar. ()a11gunJ. 1'111· WSMI' I l1\'ls1011 Srinagar. anJ 1'111·: ll1v 1s1011~ Shop1.in 11,11 ;11n 11 ll .1 .111d 
Ra1oun . Milster Plan .lamrnu. (irounJ W<it.:r <inJ l'rocuri.:m..:nt .lammu 
• Puhl1c llcalth Eng1n..:..:nng \\at..:r \\ orks ll1 v1s1011 Srnwgar. M<ist..:r !'Ian 1>1' 1s1011 '."nn.1!!.1r 1'111 
Mech<J111Lal 1>1v1s1on Srntag<Jr: Puhhc I kalth Engrnccnng Dcpilrtmcnt Haramulla 

161 



Purchasl' ortlcrs 
spli t to amid 
tl'ntlcring anti 
ohtaining approval 
of hi)!hl'r authorities 

l'l·nalt~ 1111t impt1Sl'tl 
in ~J 11ut of I 2'J 
1kfault l'a~l'S 

\'ah•l' of ~lock~ 

hdtl l' \ l."l'l'lkd thl' 
li\l'tl limi1~ h~ 
I 'JN to ::!H J't'f .. ,.,,, 

period from 199]-94 to 1998-99. in excess of the delegated powers. The 
purchases had also been made after splitting purchase orders to avoid 
tendering and obtaining approval of higher authorities. Action to get these 
purchases regularised by the competent authority had not been taken as of 
August 1999. Purchases made in violation of Government instructions 
indicated financial indiscipline as a result of which purchases at most 
economical and competitive rates were not ensured. 

(f) Supply orders placed by the Department for procurement of material 
of different speci~ications provided specified delivery periods failing which 
penalty not exceeding I 0 per cent of value of the contract was requ:red to be 
imposed on the defaulting suppliers. 

Test-check revealed that in 129 cases in Kashmir Division. delay 
ranging between I month and 9 months had occurred in supply of material 
during the years 199]-94 to 1998-99. Of these. penalty had been imposed in 
3 I cases only. While period of delivery had been extended and waived in 
respect of 45 and I 0 cases respectively, action had not been taken in respect 
nfremaining-U cases (l994-95 : 12; 1995-96: 4; 1996-97: 10, 1997-98: II 
and I lJ98-99: <>) as of August 1999. Reasons for not taking action in these 
cases were not intimated (August 1999). 

5. 1.5 Jm•e11tory control-

5. I. 5. I £\:a.-..-. m•er Stock Re.~en•e Limit 

For ensuring availability of adequate stocks for use on works and to 
pre,·ent locking up of funds in excess stores. a monetary limit for stock 
resc1Ye for each division is prescribed by the Government. However. in the 
test checked divisions, value of stocks held had exceeded the sanctioned 
stnck reserve limit by 198 to 244 pt!r celll as detailed below: 
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Steps had not been taken b~· the Department either for re,·ising the 
stnck reserw limit of ,·arinus di,·isinns or asking the divisional otlicers to 
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Shmiages worth Rs 
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Store matr-rial 
"mih Rs 21. 7S lakh 
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restrict their stocks to the prescribed limits. The excess over sanctioned limit 
had alsu not been regularised. 

5. 1. 5. 2 Physical verification of stores 

Physical verification of stores/stock items is required to be 
conducted at least once every year. Shortages/excess are to be investigated 
and brought to account immediately. Physical verification of stores was not 
conducted during 1993-94 (6 divisions), 1994-95 ( 4 divisions), 1995-96 and 
I 996-97 (3 divisions each), 1997-98 (I I divisions) and 1998-99 ( 12 
divisions). ln I 0 divisions, though physical verification was reported to have 
been conducted for the years 1994-95 to 1998-99, excess/shortages had not 
been worked out . Physical verification conducted in 23 divisions during 1993-
94 to 1998-99 revealed excess worth Rs 24.37 lakh (68 cases) and shortages 
valued at Rs 84.07 lakh (83 cases) . Of these, excess of Rs 20.89 lakh ( 14 
cases) had not been accounted for nor had shortages of Rs 81 . 74 lakh (20 
cases) been recovered as of August I 999. On this being pointed out in audit, 
3 divisions attributed these shortages to issue of material on loan 
chits/unapproved indents which were yet to be adjusted. Issue of stores on 
loan chits/unapproved indents was irregular and the practice could lead to 
misappropriation of stores. Reasons for the shortages had not been 
investigated departmenta lly nor were steps taken to fix responsibility for 
laxity of control by the store supervising officers over store 
transactions/issuing of materi al on loan cnits/unapproved indents. 

5.1.5.3 Store items awaiting tlispo.ml 

In 7 divisions (Jammu:6; Kashmir: I), store items including 
machinery valued at Rs 1.58 crore lying in the stores for over 5 years, were 
either unserviceable o r obsolete . ...Action to dispose of these items by auction 
or otherwise had not been taken (August 1999). 

5. 1. 5.4 Non-accounting of material 

Material procured by the Public Health Engineering Procurement 
divisions is issued to user divisions against proper indents. lt was, however, 
noticed that material worth Rs 21 . 75 lakh lifted from Procurement divisi,J ns 
between 1993-94 and 1997-98 had not been accounted for by 6'1' indenting 
divisions in their store account s. The omission had occurred mainly due to the 
fai lure of concerned divisions to reconcile periodically store accounts with 
those of supplier divisions. On this being pointed out, it was stated (February 
1999) that the position would be investigated and facts intimated to Audit. 
The results of investigation were awaited (August 1999). 

·i· PHE Di,·isions:Udhampur. Rcasi. Rajouri. Katlma. Samba and Water Supply Master Plan 
DiYision. Jammu. 
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amounting to Rs 
-t78 crorc 

5.1. 6 Store accounts 

5. 1. 6.1 Fictitious adjustments 

Rule 93 of the Jammu and Kashmir Public Works Account Code 
strictly prohibits fictitious adjustments in stock accounts such as debiting to a 
work the cost of materials not required or in excess of actual requirement. 
writing back the value of material used on a work to avoid excess outlay or 
appropriation, etc. The rules further provide that if the cost of stores 
procured cannot immediately be debited to final heads of account or a 
particular work for which these are required, it should be temporarily debited 
to Account head Stock Suspense. The value of materials issued to works or 
sold/transferred is credited to the suspense head and debited to the final head 
so as to bring the balance at the close of each financial year under Stock 
Suspense to ' nil '. In the adjustment books of two divisions, s credits of Rs 98 
lakh (representing material issued from stores) and debits of Rs 5.54 lakh 
(representing material returned to stores) appearing.under the Stock Suspense 
were reflected in the divisional accounts for the years 1993-94 to 1997-98 as 
minus debits and minus credits respectively. This resulted in understat ement 
of debit balance (expenditure) under the suspense head. The distortion in 
accounts and resultant understatement of expenditure facilitated incurring 
further expenditure irregularly, in excess of the budget provisions which was 
concealed in accounts. 

5.1. 6. 2 Non-adjustment of .~tore accounts and carry fonvard of liabilities 
to subsequent year 

For effective budgetary control the value of material issued from 
stock to works has to be immediately brought to account in the same financial 
year and no liabilities are carried forward to subsequent years. 

Scrutiny of accounts of 20 divisions (Jammu:9: Kashmir: 11) 
disclosed that out of stores worth Rs 67. 19 crore issued to different works 
during 1993-94 to 1998-99, cost of material worth Rs 4. 78 crore had 
remained unadjusted (March 1999) due to non-availability of funds. No n
adjustment of material in the years of issue resulted in carry forward of 
liabilities to subsequent years and understatement of expenditure on works in 
the relevant years. 

5.1. 6. 3 Non-reconciliation of value accounts of stocks 

To have an effective control over the stock and store balances, 
Jammu and Kashmir Public Work Account Code provides that the quantity 

Mnster Plan Di\'ision. Jammu and Rural DiYision. Jammu 
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accounts for receipts, issues and balances at the close of each month are lo be 
reconciled with the Priced Store Ledger (value accounts) maintained in the 
divisional office. Similar reconciliation is to be done in respect of closing 
stocks in the divisional monthly accounts. The reconciliation of va lue account 
could not, however, be reviewed in test-checked divisions as the stock items 
recorded in the Priced Store Ledgers were not valued, with the result 
accuracy of store accounts could not be vouchsafed . 

5.1. 6.4 Material-at-site accounts 

Material issued to various works has to be accounted for properly 
and its quantitative account showing receipt , issue and balance kept in the 
register of Material-at-site (Form 35) so as to watch utilisation of principal 
items of material with reference to the estimated requirements. In Public 
Health Engineering Department, Master Plan Division, Jammu material worth 
Rs 5.4 1 lakh was outstanding against an official who had expired. No action 
had been taken by the division for effecting recovery/adjustment nf the 
outstanding amount (August 1999) . 

5.1. 7 Extra expenditure 

Orders for supply of chemicals and pipes valuing Rs I .4 1 crore were 
placed during 1993-94 to 1996-97, with 3 firms by the Chief Engineer. 
Kashmir on behalf of Procurement Division Srinagar. The material was partly 
supplied by two firms and the third firm did not make any supply. The 
procurement of balance material was made from other agencies at higher rates 
resulting in extra expenditure of Rs 12.45 lakh. It was observed that the 
security deposits of Rs 2.68 lakh received from two firins were forfei ted 
(September 1998 ). In respect of the third firm it was stated that deposit 
available with the Department was sufficient for meeting the extra cost. 
However. action to forfeit the deposit of third contractor and recover the 
balance amount of Rs 23 . 9 1 lakh (extra cost Rs 9. 77 lakh and I 0 / h'r cc!lll 

penalty : Rs 14. 14 lakh) from the original contractors had not been initiated 

5.1. 8 Non-rea/i."iation <~f securityl.~urety 

Under coda! provisions cash security of Rs 2000 and personal 
security of Rs 20000 has to be obtained from each person entrusted with 
custody and handling of stores. It was, however. observed that securities 
amounting to Rs 13. 3 8 lakh had not been obtained from 62 storekeepers of 
24 divisions ( 12 each in Kashmir and Jammu Division) . 

5.1. 9 Recommendation.~ 

The requi rement of stores needs to be assessed on a reali stic basis 
for avoiding locking up of funds in idle stores and deposits. Various control 



mechanisms laid down in the Financial Rules as also in the Public Works 
Account Code for better management of stores need to be followed strictly. 
Supervisory control also needs improvement for proper inventory 
management and enforcement of accountability at different levels. 

J. / . /(J The above points were referred to Government in July 1999: reply 
had not been received (October 1999). 
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Failure of the Department to take concerted action as provided 
under rules resulted in non-recovery of cost of shortages worth Rs 7 .43 
lakh. 

Financial rules provide that the head of office, on detection of 
deficiency in stores, should fully investigate the reasons thereof and 
recommend to the controlling authority the manner in which the loss, if any, 
caused to Government by misconduct or culpable negligence on part of a 
Government servant is to be made good from him. 

Physical verification of stores in the Public Health Engineering 
Division Bijbehara, Kashmir revealed (November 1987) shortage of stores 
valued at Rs 7.43 lakh against the storekeeper of the Division. Subsequent 
reconc ilation by the Division with the store accounts, however, revealed {July 
1989) shortage of Rs 6. 98 lakh only against the storekeeper. Responsibility 
for the remaining shortage of Rs 0.45 lakh had not been fixed . In July 1989 
the storekeeper was charge-sheeted and the cost of shortages debited to 
MPWA

0 

account in January 1990. 

Test-check of records of the Division further revealed (July 1998) 
that no concrete action for recovery of the value of the shortages had been 
taken ·by the Department. As a result, the amount continued to remain under 
MPW A as of July 1999, though Jammu and Kashmir Public Works Code 
provides recovery of such amoonts forthwith . The storekeeper in the 
meanwhile had been transferred to Roads and Buildings Division, Qazigund. 

Thus, failure of Department to take concerted action as prescribed 
under rules resulted in non-recovery of cost of shortages for over I I years 
which indicated poor store management/accountability in the Department. 

The matter was referred to Government in June 1999; reply had not been 
received (October 1999) . 

Miscellaneous Public Works Advances 

167 



Roads and Buildings Department 

Failure of the Department to assess the requirement of renective 
caution/sign boards and bitumen on realistic basis resulted in locking up 
of Rs 8.85 lakh for over 8 years and los~ of Rs 4.83 lakh. 

Rule 8.4 of Jammu and Kashmir Financial Code provides that 
matefrd should be purchased in most economical manner and in accordance 
with the definite requirements of public services. Test-check in aud it. 
however, revealed that improper assessment of requirement of reflective 
caution/sign boards and bitumen in various Road and Building divisions 
resulted in locking up of Rs 8.85 lakh for over 8 years and loss of Rs 4.83 
lakh as di scussed below: 

(a) Without assessing the actual requirement on the basis of demands 
projected by divisional officers, the District Superintending Engineer. Doda 
purchased 2365 reflective caution/sign boards from a private firm in April 
1990. The material valued at Rs 9. 13 lakh received by Executive Engineer. 
Roads and Buildings Division Ramban in June 1990 was required to be 
di stributed among six'"' Roads and Buildings Divisions of Doda district. A 
test-check (December 1997) of records of Executive Engineer Roads and 
Buildings Division Ramban, however, revealed that except for Special Sub
division, Doda material valued at Rs 8.85 lakh had not been lifted by any of 
the user divisions as of June 1999. Obviously, purchase of these articles was 
made without ascertaining firm requirement which resulted in locking up of 
Rs 8.85 lakh for over 8 years. 

(b) On the basis of requirements projected by Chief Engineer. Pub lic 
Works Department (R&B) Srinagar, Director, Stores Procurement 
Depa11ment. Srinagar purchased 192 MT of Cationic Bitumen Emulsion 
(cost : Rs 14.32 lakh) during January and February 1994 with a shelf life of 12 
months (up to December 1994). 

Test-check (June/July 1998) of records of the Stores Procurement 
Department and Construction Division-II Srinagar did not reveal the basis on 
which the projected requirement of 190 MT of bitumen had been assessed at. 
It was further noticed that out of 192 MT of bitumen purchased. only 80 MT 
were lifted by various Public Works Divisions up to December I 99-l and 
75 .200 MT. after their expiry. were issued to 11 Public Works Divisions 
during 1995-97 · . The remaining 36.800 MT of bitumen was lying in the 
stores of Stores Procurement Department Srinagar as of July 1999. In 

· Ramban. Chatroo. Bhadcrwah. Kishtwar. Doda and Marnah 
'"(1995 :18MT : 19%: lOMT: 19'>7:-l7.200MT) 



• a~dition, 28 MT of bitumen lifted by the City Roads Division. Srinagar and 
Construct ion Division-II. Srinagar during June 1994 and February I()<).:; wa~ 

also lyi ng unutili sed in their respective stores. The position or utilisation of 
67.200 MT of expired stores valued at Rs 5.0 I lakh. issued during the period 
1995-97 and its impact on the quality of vari dus road construction \vorks \\as 
awaited (September 1999). This resulted in loss of Rs 4.8.1 lak h (worked out 
on proportionate basis) due to non-utili sation of 64 .800 MT or bitumen 
Besides the possibility of roads constructed provi ng sub-standard due to 
utili sation of expired material could not be ruled out . 

The abnve points were reterred to Government in May I ()(J<J . n:pl~· 

had not been received (October 1999 ). 



I Cllapter-VI Revenue Receipts 

6.1 Trend <f re1•en11e receipts 

6.1.1 The total receipts of Government of Jammu and Kashmir for the year · 
1998-99 were Rs 4509. 14 crore. against the anticipated Receipts of Rs 
43 16.06 crore. The receipts during the year 1998-99 registered a decrease of 
Rs 132.65 crore (decrease of Rs.236.31 crore on account of receipts from 
Government of India and increase of Rs I 03 .66 crore on account of tax and 
non-tax revenue) over 1997-98. Out of the total receipts of Rs 4509.14 crore. 
Rs 71 9.86 crorc represented revenue raised by the State Government. of which 
Rs 43C).6 l crore represented tax revenue and the balance of Rs 283 .25 crore 
non-tax revenue. The receipts from Government of India (Rs 3789.28 crore) 
during the year accounted for 84 per cell/ of the total receipts of the State 
Government. 

6. 1.2 Detail.'> <~( rel'enue receipt.'> 

(a) <ieneral 

The details of revenue receipts during the year 1998-99 alongwith the 
corresponding figures for the preceding two years are given in the table below: 

(Rupees in crore) 

1-Rcn-nul' raisl'd h~ thl' Stall' 
Gm crnmcnt 
(al Tax rc\'\: nue 
(bl '.\!on-tax re\ cnue 

Total - I 
11-Rrn·ipts from Gowrnml·nt of 
India 
(al State ' s share of 

l ' 111011 ta xes and duties 
(bl (irants-i 11-;11d 

Tot;i l-11 
Ill- Tot;il (1+1 1) 
IV- Pl·rcrntal!l' of I to Ill 

291 .IJ2 
181.51 
477.45 

(12(1 . .'W 
21 I IJ .<15 

2745. IJ!' 
3223.40 

15 

(h) TtL\. rl't'l'llllC' rai.\l'tl hy the S tate 

368.28 
247.92 
6 16.20 

x:n.57 
1192.02 
4025.51) 
4(14 I. 71) 

lJ 

·P<1.<1 1 
281 .25 
71 1J.8(1 

1212.0:" 
2:" 77.2':1 
3781J.28 
4501)."" 

H1 

Receipts from ta:x re\'enue during 1998-99 constituted 61 per cent of 
the re,·enue raised b~· the State. :\n analysis of tax revenue for the vear 
1998-l)lJ and thL' preceding l\\'O ~·ears is gi,·en in the table below: 

J7(1 
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I Cllapter-VJ Revenue Receipts 

(Rupees in crorc) 

State Excise 135.32 16 I. 93 206. 14 (+) 27 
2 Sales Tax 11 9.25 14-l.65 180.28 (+) 25 
3 Taxes on 11.65 14.79 18. 14 (+ ) 23 

Vehicles 
4 Stamps and 

Registration 8.43 11.43 12. 1 () (+) 6 
Fees 

5 Taxes and 
Duties on 3.72 8.07 8.33 (+) 3 
Electricity 

6 Taxes on Goods 
and Passengers 12.08 23 .80 -l .95 (-)79 

7 Land Revenue 0.48 0.63 2.8 1 (+) 346 
8 Other taxes and 2.99 2.98 3.86 (+ ) 30 

duties 
Total: 293.92 368.28 436.61 (+) 19 

Increase in major tax receipts during 1998-99 as compared to 1997-
98 was mainly due to more collections of Sales Tax, Excise Duty, Taxes on 
vehicles and Land Revenue. 

(c) Non-tax revenue of the State 

Receipts from non-tax revenue during 1998-99 constituted 39 per 
cent of the revenue raised by the State. Receipts from sale of power and 
Forestry and wildlife were the principal sources of non-tax revenue in the 
State. An analysis of non-tax revenue under the principal heads for the year 
1998-99 and the preceding two years is given in the table below: 
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I Cliapter- VI Revenue Receipts 

(Ru ees in crore) 

I. Power 5 1. 2(, 87.47 I03.93 (+ ) 19 
2. Forestry and 

Wildli fe 25 .55 20.80 45.70 (+) 120 
3. Interest 78.66 102.69 88. 17 (-) 1-t 

· 4, Public Works 5 .67 7 .64 7.33 <-H 
.'i . Stationery and 

Pri nting 1.72 2.0 1 1.88 (-) 6 
6. Medical and Publ ic 

Healt h 1.8 1 2.40 3.06 (+) 28 
7. Animal Husbandry 2.46 2.59 3.36 (+) 30 
8. Others 16.40 22 .32 29 .82 (+) 34 

Total: l l0.5:"l 247.92 283 .2.'i (+) 1-t 

Reasons for vari ations in non-tax revenue receipts during 1998-?9, as 
compared to 1997-98. wherever intimated by the respective departments are 
g iven below : 

(i) Power 

(ii) Forestry and 
Wildlife 

The increase was mainly due to revision in tariff 
and consequent increase in receipts from sale of 
electricity. 
T he increase was mainly due to more receipts from 
sale of timber and other forest produce. 

(d) Variation between /Jut/get estimate.\· anti actual.it 

The variations between the Budget estimates and actuals for the year 
1998-99 in respect of principal heads of revenue are given below: 
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... 1 _C_l1_a __ p_te_r_-_v._1 _ ___ ___ _ _ ___ _ _ R_e_v_e_11_11e_ R eceip~s 

( R 11pcc~ 111 crorc I 

S.No Heads of revenue Budget Actuals Variations Percen-

estimates incrcase < ~ )I tage of 
dccrca~ (-) \'aria-

.;,. .. t1011 
A - Tax r c\ ·cnuc 
I Sales Tax 201.SO IX0.2X (- ) 2\.22 I - I I I 
2 State Exci se 107.00 20(1. l -l (+ ) ')'J . 1-l <' >'n 
1 T ilxes on Goods and XX.Sil -l .95 (- ) Xl .55 ( - , 'J-l 

Passengers 
-l Taxes on Vehicles 15.00 18. 1-l (+ ) 1. 1-l ( !) 2 1 
5 Taxes and Duties on 1-l.OO 8.11 (-) 5.67 ( - } -l I 

Electric it~ 

6 Stamps and Registra tion I0.81 12. IO (+ ) 1.27 ( ) 12 
Fees 

7 Land Re\'enue 1.51 2.8 1 (+) 1.2X (+ ) X-l 
B - Non-tax revenue 
8 Interest Receipts 'J3. l l 88.17 (-) -l .9-l (-) 5 
9 Forestry and Wildlife 77. 0S -l .'i .70 (-) l us <-H I 
10 Stationery and Printing 2.6 1 u rn (-)0.71 (- ) 2X 
11 A nimal Husbandry 2.86 1.16 (+)0.50 (+ ) 17 
12 Medical and Public 2.5-l 1.()(1 (+) 0.52 (+ ) 20 

Heal th 
13 Public Works 7.17 7.11 (+ ) 0. 16 (+ ) 2 
14 Power 20.90 IOl .91 (+ ) 81.0 l (+ ) 197 

Reasons for vanat1ons between the Budget estimates and actual 
receipts, though call ed fo r, have not been received (November 1999). 

(e) Co.'lt of col/ectior1 

The collections in respect of major tax receipts, expend iture incurred 
on their collection and percentage of such expenditure to collections during the 
year 1998-99 and preceding two years alongwith the corresponding all India 
average for the year 1997-98 are given below: 
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! ( '/u~pter_-_V_l_~ _ _ __________ _ R_e_v_e_11_u_e_R_e_c_e .... ip._ts___,] 

( R upccs 111 crorc) 
S. Head~ of Year Gross Expend it- Pcrccn- All India 
No rcvcoul! collection ureon tage of percentage of 

collection c.-xpcndi- cost of 
ture to coUection for 

;.::· 
gross the year 

cotleciion .1997·98 
I Stall' F, , l'isl' I ')%-'>7 115 .. n 5.12 4 

I 'J'J7-'JX l<>l .'>1 (i.() 7 4 :uo 
I 'J')X-')') 20(>.l 4 (1 .24 :; 

2 Saks Tax 1')%-'J7 11 'J .25 4.21 4 
I 'J'J7-'JX 144.<15 4.11') 1 l.2X 
I 'J'JX-'J'J I X0.2X 7 0 3 4 

J Tau·s on l 'J%-'J7 11 .(1) 1.00 ') 

\ \•hick s I 'J'J7-'JX 14.79 1.54 )() 2.<15 
I 'J'JX-'J'J IX. 14 l.X'J IO 

.. Stamps and I 1JW1-'J7 X.41 I. I (1 14 
Rl·J,!ist ration I <J97-'JX 11.41 11.94 x >.24 
Ft•l'S I 'J'JX-'JlJ 12 . Io 0 .<14 5 

The percent age of expenditure on collection of above taxes and fees 
was hi~her as cnmparcd to the National average. 

6. 1.3 Arrears in re1·e1111e 

:\s on 3 1 i\ larch I 999. arrears of revenue under Sales Tax and State 
Excise. Passenger T ax and Forestry and Wild Life as reported by the 
Departments were as under· 
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lliiP~::ii---(Rupees in crore) 
I. Sales Tax 429.02 226.18 Out of total arrears of Rs 429.02 crore 

(which had been certified for recovery 
as arrears of land revenue), recovery of 
Rs 24.82 crore and Rs 7.29 lakh had 
been sfuyed by the court and Appellate 
Authority respectively. Demand for Rs 
82.39 crore was proposed to be written 
off The position of recovery of the 
remaining amount of Rs 321 . 74 crore 
was not intimated (November 1999). 

2. 

3. 

4. 

Stale Excise 

l'<issenger Tax 

Forestry and 
Wild Life 
Total : 

16.69 

10.13 

292.52 

748.36 

11.79 

5.23111 

292.52 

535.72 

Out of arrears of Rs 16.69 crore, 
demands for Rs 16.34 crore had heen 
stayed by courts. 

Out of total arrears of Rs I 0. I 3 crore, 
arrears of Rs 9.82 crore had been 
referred to Collector for recovery as 
arrears of land revenue. Rs 21.56 lakh 
had been stayed by the courts and Rs 
15.72 lakh was proposed to be written 
off 

Recovery of arrears of Rs 19.73 crore 
stayed by the courts. 

The arrears outstanding for more than five years constituted 72 per 
cent of the total arrears. 

6.1.4 Arrears in Assessment 

The detail s of Sales Tax assessment cases pending at the beginning of 
the year, cases becoming due for assessment during the year, cases disposed of 
during the year and number of cases pending finalisation at the end of the each 
year during 1994-95 to 1998-99 ·as furnished by the Department. are given 
below: 

In respect of Kashmir division only. Break-up of figures in respect of Jammu division 
not available. 
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1996-97 
1997-98 
1998-99 

38526 
40914 
52304• 

20790 
17381 
51136 

Revenue Receipts 

409 14 
4208 1 
79472 

29 
32 
31 
28 
23 

In most of the years the disposal of cases was less than the cases 
which became due for assessment during the year. Thus there was a net 
- -mcrease m arrears. 

6.1. 5 Frauds and evasion of tax 

The details of cases of frauds and evasion of sales tax pending at the 
beginning of the year, number of cases detected by the departmental 
authorities, number of cases in which assessments/investigations were 
completed and additional demand (including penalties, etc.) of taxes raised 
against the defaulters during the years and the number of cases pending for 
finalisation at the end of each year, as supplied by the Department, are given as 
under: 

11111111111~ 

.. 

1994-95 1797 10090 9898 7 1.67 1989 
1995-96 1989 173 14 16733 80.50 2570 
1996-97 2570 22002 20978 68.39 3594 
1997-1)8 3625'1' 251 ()() 24257 118.02 4468 
1998-99 4468 21704• ~ 20766. 44.2! 540(> 

The variation in the figures with those given in Audit Report 1997-98 is due to the 
rc\'iscd figures of assessment cases supplied by the Department. 
R~<;<>ns for variation of 31 cascs hetwcen closing halancc of 1996-97 and opening halam.:c of 
P.>97-98 not intimated hy the Oepartmcnt. 

lnfonnation in n:spcct of Jam.mu Oivis1on only. 
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6.2 Result.'i of Audit 

Test check of records of Sales Tax, State Excise. Stamps and 
Registration Fees. Forest and other Departments, conducted during the year 
1998-99, revealed underassessments, short levy and loss of revenue. etc. 
amounting to Rs 15.29 crore in 122 cases. During the course of the year 1998-
99 the concerned departments accepted underassessments, etc. of Rs 56.37 
lakh involved in 9 cases pertaining to the year 1998-99 and earlier years . 
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i1J\\:~\:1::ii.:,:;;:::;:1'lf:iliillliliillliilil.1111J.i~ll81111111illll!t:::::::::::::::::::::::;::;,::::::, 

A computer centre wa.f .'iet up at .lammu in January 199(} for 
maintllining relitlhle centrali.'ietl 1/ataha.fe of imports anti export.Ii anti 
imprm•ing the efficiency of tax a.'i.fe.ument.'i. The envi.sagetl objective.Ii were 
not, hmvei•er, fully achiei•etl tlue to ah.'ience of internal control ·"Y·"tem for 
en.suring correct f eetling of tlata, delay in flow of proces.fetl 1/atll to the 
a.'i.'ie.'i.'iing authoritie.'i anti.flow of incon.fi.stent information. 

• Though the centre had the capacity of computerising 1500 bills of 
lading, data entry of over 6 lakh bills was in arrears as of 31 August 
1997. Further, while 26 per cent out of 39875 export bills in respect of 
one check post for the year 1996-97 had been entered, no data was 
entered in case of six other check posts since setting up of the centre 
(January 1990). 

(Paragraph: 6.3.4) 

• Non-existence of system of internal check at the centre resulted in short 
feeding/entry of data of bills of lading for Rs 806.38 crore during 1994-
95 to 1997-98. The possibility of this amount escaping assessment 
cannot be ruled out. 

(Paragraph: 6.3.4) 

• Lack of effective monitoring system resulted in inordinate delay of I to 
4 years in out flow of processed data from the centre to assessing 
authorities which resulted in concealment of tumover of Rs 9.45 crore 
in 33 cases. 

(Paragraph: 6.3.5) 
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• Out of the 1677 <(oubtful casu:pei1•injng to ·199o+:9i>to.l 996-97 for 
Which data was call~d· for by.the :,iSS~Sing a11tliof:iq~~. information W~ 
not provided in 385 cases by the centre. . . 

(Paragraph: 6.3.5) 

• Fl.ow ofinconsisteotoutput frqm :(~e tentre : •fte#!e~ Jli~ c~dibility . of 
data 8l}d resulte<J :bl ~s~pemtmt: or: P.qrcba$e turij~)i:~r :·c)fRs 90.99. lakll 
in.two test~checked:cas.es. 

(Paragraph: 6.3.6) 

• As of June 1999 purchase l)ills aggregatin.g •·· Rs:·l7l.~~1 .crore for .tht 
years 1994-95 to 1991:..93 had been· ~ooked urtder su$pense because of 
improp~r verificati<m of way hills atcheek.pc>st Lakha(Jpur. 

(Paragraph: 6.3.8) 

6.3. J Introduction 

Sales Tax is one of the major sources of revenue.:n .the State. During 
1997-98, the realisation of Sales Tax amounted to Rs 145 crore which 
represented 3 9 per cent of the total tax revenues. 

With a view to maintain a centralised database of imports and exports 
of commodities, to improve the efficiency of tax assessment and to plug 
revenue leakage, a computer centre was set up at Jammu (January 1990) . The 
main functions of the centre were to maintain (i) a reliable database on the 
basis of bills of lading received from 7 Sales Tax check posts in respect of 
imports and exports made by dealers annually and (ii) to provide consolidated 
data to the concerned assessing authorities for verification at the time of 
assessments of dealers. 

6.3.2 Organisational set-up 

The Computer Centre is administered by the Commissioner of Sales 
Tax through Deputy Sales Tax Commissioner (Tax Planning) Computer Centre 
at Jammu who is assisted by Excise and Taxation Officer . 
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6.3.3 Audit coverage 

With a view to ascertain the adequacy and effectiveness of the 
working of the centre, a review was conducted in Audit during May-June 1999 _ 
covering the period 1994-95 to 1998-99. The findings are contained in the 
succeeding paragraphs: 

6.3.4 Data Entry and Output 

Prior to the setting up of the Computer Centre, the bills of lading 
(way bills) obtained by the Sales Tax check posts were sent to the concerned 
assessing authorities for cross verification at the time of assessments. After 
establishment of the Computer Centre, the check posts were required to send 
the bills of lading to the Computer Centre. The data was to be compiled in the 
centre for further transmission to assessing authorities for cross verification at 
the time of assessments. 

The centre receives on an average 1800 bills per day from Sales Tax 
check post at Lakhanpur. Bills from remaining six check posts are received 
once in a month. As determined by Deputy Sales Tax Commissioner. the 
Computer section had the capacity to computerise 1500 bills in single shift of 6 
hours with l 0 computers. It was, however, observed that entry of data was in -
arrears in respect of over 6 lakh bills up to 31 August 1997. The data relating 
to six check posts was not entered since the setting up of the centre and in 
respect of one check post (Lakhanpur) only l 0484 export bills (26 per cent) ·· 
out of 39875 bills f~r the year 1996-97 were entered. 

There existed no system of internal check at the Computer Centre to 
ensure that the data as recorded on the bills of lading was correctly tabulated in 
the database. During 1994-95 to 1997-98, 1852091 import bills for Rs 
11153.32 crore were sent from Sales Tax Check Post at Lakhanpur to 
Computer Centre at Jammu. However, the amount of imports accounted for in 
the database against these bills was Rs 10346.94 crore only. The possibility of 
the amount of Rs 806.38 crore having remained outside the ambit of 
assessment and taxation could not be ruled out. 

6. 3. 5 Flow and utilisation of computerised data 

The department did not have effective monitoring system to control 
regular and timely inflow of bills of lading to Computer' Centre and outflow o~ . 
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processed data to respective assessing authorities for verification at the time of 
assessments. 

Test-check revealed that processed data for the year 1994-95 in 
respect of Kashmir and Jammu circles was sent during 1997-98 and 1998-99 
respectively and for the years 1995-96 to 1997-98 between 1998-99 and 1999-
2000. The delayed flow of information to 6 test-checked circles and subsequent 
failure of assessing authorities to utilise it resulted in concealment of turnover 
of Rs 9.45 crore in 33 cases for the years 1994-95 to 1997-98. 

As per Departmental circular of February 1994, the Assessing 
authorities were required to call for the requisite information from Computer 
Centre before making an order of assessment. However, there existed no 
system in the Sales Tax circles to call for the purchase information in respect of 
all cases being assessed to Tax. The Assessing Authorities by and large called 
for such information only in respect of doubtful cases . 

Test-check of records also revealed that out of 1677 cases of dealers 
(Jammu: 1627; Kashmir:50) in respect of which purchase information/bills of 
lading for the accounting years 1990-91 to 1996-97 was called for by vari ous 
Assessing Authorities between 1994-95 and 1998-99, such information was 
not sent in respect of 385 cases (23 per cent) with the result assessments in 
respect of these doubtful cases had been made without corroborative 
supporting information. 

6.3. 6 Flow r~f incomi.,.tent informlltion 

Cross verification of purchase information/data with the assessment 
records of dealers maintained by Assessing Authorities revealed the following 
inconsistencies. 

(i} In respect of 111 cases assessed for the years 1994-95 to 19CJ7-C)8 in 8 
circles, 1102 purchase bills amounting to Rs 4.07 crore had been included in 
computerised statement of individual dealers . These bills, however. related to 
goods for which these dealers had not been registered . This shows that the 
details of import of goods . made on the basis of bill s of tading had not been 
correctly entered in the data base. 

(ii) In 64 cases in 8 circles, purchases aggregating Rs I 07.46 crore were 
only shown in the computerised purchased statements against the actual 
purchases of Rs 118.26 crore as shown by the dealers in their purchase 

181 



Purchases of Rs 35.22 
lakh escape 
assessment 

Purchases of Rs 
55. 77 lakb escaped 
assessment, due to 
incorrect flo"· of 
datia 

Purrhases worth Rli 
171.? I crore l~·ini: in 
SUS!ll'llSl' 

r Ch(lpter-VI Revenue Receipts 

statements. Thus the computerised statements understated purchases by Rs 
10. 80 crore due to incorrect entry of data. 

(iii) In one case at Jammu, the assessment was finalised on the basis of 
computerised purchase statement received in May 1996. Further. investigation 
revealed that another computerised statement for the same period in respect of 
same dealer was sent in September 1998 showing the purchases amounting to 
Rs 45.89 lakh during 1994-95 against inter-state purchases for Rs 13.55 lakh 
reported earlier. The two sets of different computerised data in respect of the 
same dealer resulted in purchases of Rs 35.22 lakh escaping assessment. 

(iv) In the case of a dealer at Jammu the purchases worth Rs 55.77 lakh 
during 1994-95 were partly (Rs 22. 74 lakh) included in the purchase turnover 
of another dealer and partly (Rs 33 .03 lakh) not entered in the database. The 
assessment of the former dealer was completrd on nil taxable turnover. Thus. 
due to incorrect flow of data from Computer Centre turnover of Rs 5 5. 77 lakh 
had escaped assessmer!t. 

Thus, incorrect maintenance of data affected the credibility of data 
generated by Computer Centre and defeated the basic objective of preventing 
evasion of tax through suppression of purchases. etc. 

6.3. 7 Non-utili.~ution of infrtutructure 

The department purchased 21 PCs"' during January 1990 to January 
1998. 3 PCs were provided to Sales Tax check post Lakhanpur and I PC to 
Commissioner of Sales Tax. Out of remaining 17 PCs only 10 PC's were found 
in operation effectively. 7 PCs remained unutilised since January 1990 up to 
June 1999. Out of 11 Air Conditioners of 1.5 tonne capacity. 5 ACs purchased 
during November 1989 and August 1998 and one 3 KV uninterrupted power 
supply transformers were not functional. 

6.3.8 Purchases held untler .~uspense 

As on June 1999, purchase bills of Rs 171. 9 1 crore for the year 1994-
95 to 1997-98 had been kept under suspense account in the centre due to 
improper verification of way bills at check post Lakhanpur. Test-check 
revealed that no mechanism was evolved for ensuring assessment/reassessment 
of cases on clearance of suspense account. 

"' Purchase \'aluc of J>Cs ( l'i:rsonal Computi:rs) not availahk in thi: computi:r ci:ntri: 
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6.3. 9 Recomme11tlations 

The quality of work at the centre needs to be monitored closely for 
ensuring the timeliness, reliability and credibility of the data base. This can be 
ensured by proper internal control systems which need to be established and 
followed . 

The above points were referred to the Government in August 1999; 
reply had not been received (October 1999). 
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Finance Department 

Non-adherence to the established policy of fixation of Minimum 
Reserve Price during 1997-98 resulted in under realisation of licence fee of 
Rs 26.37 crore during 1997-98 and 1998-99. 

Licence fee for retail vend of country liquor is determined every year 
on the basis of licence fee realised from auction of liquor vends conducted by 
the department in the previous year. Minimum licence fee for each vend or 
group of vends is fixed prior to auction and disclosed to the prospe~tive 
bidders. Till 1995-96 the minimum reserve price for country liquor ·was 
determined by adding 10 per cent to the price obtained for the preceding year. 
During 1996-97 the auction of the retail vend of country liquor was not 
conducted by the State Government and country liquor was sold 
departmentally between November 1996 and March 1997. In a departure from 
the policy of 10 per cent annual growth in minimum reserve price, licence fee 
was fixed on the basis of Rs.45 per bottle of 750 ml. capacity during 1997-98. 
In the next year ( 1998-99) the minimum reserve price was arrived at after 
adding 10 per cent to the licence fee realised during 1997-98. Determination 
of a lower MRP~' during 1997-98 has had an adverse effect on fixation of MRP 
in the subsequent year and the consequent under realisation of licence fee as 
detailed below : 

"' Minimum Reserve Price 
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1995-96 61.97 26 .00 26.00 33.69 
1996-97 37.06 No auction was conducted. 
1997-98 61.33 40.77 27 .60 28 .02 12.75 
l 998-99 64 .40 44.85 30.50 3 l.23 13 .62 

The basis and rationale for fixing minimum reserve price during 1997-
98 much lower than the amount based on the government's policy of 10 per 
cent annual growth was not furnished to audit. The relevant records were also 
not made available for scrutiny. 

Thus, an unexplained departure from the Government's Excise Policy 
in fixation of licence fee during 1997-98 has had a recurring adverse effect on 
licence fee in subsequent year. The undervaluation on this account during 
1997-98 and 1998-99 added to Rs.26.37 crore. 

Country liquor valued at Rs 54.69 lakh was not accounted for in 
the records of the Department. Besides, the Department sufTered loss of 
revenue of Rs 2.35 lakh due to inadmissible allowance of wastage/leakage 
of country liquor. 

(i) A test check of records of Deputy Commissioner Excise (Executive) 
revealed (June 1998) that out of the unsold stocks of country liquor of 80 
quarts, 63 pints, 23802 nips (250 ml) and 7512 nips ( 180 ml) returned to the 
department (ending March 1997) by the departmentally run vends, 7 quarts, 
18172 nips (250 ml) and 7412 nips (180 ml) valued at Rs 5.52 lakh were not 
accounted for in the records. Action to recover the cost of country liquor short 
accounted for had not been taken by the department. 
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On the omission being pointed out (July 1998) the department stated 
(July 1998) that the case was under process. Further progress of recovery was 
awaited (October 1999). 

(ii) The sale of country liquor was taken up departmentally in Jammu 
Division from November 1996 to March 1997 for which 64 vends out of 82 
were operated. The comparison of the records of supply of country liquor by 
the distilleries and that accounted for by the vends revealed short accountal of · 
country liquor valued at Rs 49.17 lakh by the vends. The matter was brought 
to the notic~ of the department (November 1997) for reconciliation and 
investigation. Further progress in the matter was awaited (October 1999). 

(iii) No wastage/leakage of country liquor in storage and sale thereof in 
the vends was provided in the rules. However, leakages of country liquor in 
pouches were reported by the vends during November 1996 to March 1997 for 
which no corrective measures were taken by the department. The leakages 
were allowed by the department leading to loss of revenue to the Government 
to the..e~tent of Rs 2.35 lakh. The matter was brought to the notice of the 
department in November 1997, reply was awaited (October 1999). 

i ~.. <......... ' ~... .. . ~\ * .. ~ ~ 
.. ~ 1": .. --~' ' ... 'S::.' 

Failure of the Assessing authority to apply correct rate of tax 
resulted in short levy ·O( (ax and interest of Rs 1.30 lakh. 

The State Government increased the tax rate of Drugs and Medicines 
from 4 to 8 per c:elll under the Jammu anti Kashmir General Sales Tax Act, 
1962, with effect from I July 1994. · 

Test-check (September 1998) of the records in Sales Tax Circle C in 
Srinagar, revealed that the Assessing authority, while assessing the taxable 
turnover of Rs 8 lakh and Rs 12 lakh of a dealer for the accounting years 1995-
96 and 1996-97, respectively, levied tax at the rate of 4 per cent instead of 8 
per cent. Thus, application of lower rate of tax resulted in short levy of tax and 
interest aggregating Rs 1.30 lakh (tax: Rs 84,000; interest: Rs 46,000). 
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On being pointed out (September 1998), the Assessing authority 
reassessed the case (April 1999) and raised additional demand against the 
dealer. Further report on recovery was awaited (October 1999). 

The matter was referred to Government in August 1999; reply had 
not been received (October 1999). 

Failure of the Assessing authority to determine taxable turnover 
correctly resulted in short levy of' tax, interest and penalty of Rs 1.37 
lakh. 

Under the Jammu and Kashmir General Sales Tax Act, 1962 and rules 
made thereunder, every registered dealer shall submit a true and correct return 
of his turnover in such manner as may be prescribed by the Act. The Act also 
provides that where a dealer has, without reasonable cause, failed to furnish the 
correct return of his turnover, the Assessing authority shall direct that person 
to pay in addition to tax payable by him, an amount by way of penalty which 
shall not be less than the amount of tax evaded. In addition, interest at varying 
rates is also leviable from the date the tax was payable to the actual date of , 
payment. 

Test check (April 1998) of the assessment records of Sales Tax Circle 
"J" Jammu revealed that a dealer who had total sales of Rs 1,26,69,027, which 
included exempted sales of Rs 74,56,916 made to Canteen Stores Depot, 
during the year 1995-96 disclosed.net taxable turnover of Rs 47, 17,217 instead 
of Rs 52, 12, 110 in his Trading Account. The Assessing authority while 
assessing (July 1997) the dealer to tax failed to detect the suppression of ·the 
taxable turnover of Rs )'~' 94,893'. The omission resulted in short recovery of 
tax, interest and penalty of Rs l.37 lakh (tax: Rs 52000; Penalty: Rs 52000; 
interest Rs 33000 up to April 1998). 

On being pointed out (April 1998) in Audit, the Department 
reassessed (December 1998) the case and raised an additional demand of Rs • 
1.50 lakh (including interest up to December 1998). Further report on the /' 
recovery was awaited (October 1999). 
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The matter was referred to the Government in August 1999; reply had 
not been received (October 1999). 

Inadmissible exemption from payment of tax granted to a dealer 
resulted in non-recovery of tax and inter.-st of Rs 8.88 lakh. 

The Supreme Court, in case of Jagjivan Dass Shet Vs State of 
Maharashtra (AIR 1963 SC 665), held that cotton wool, roller Bandage and 
Gauze. being essential materials for treatment in surgical cases and aids in 
healing process. shall be termed as drugs. Thus, the commodity is leviabJe to 
Sales tax at the rate of 8 per cem under General Sales Tax Act, 1962. · 

Test-check (December 1998) of the records of Sales Tax Circle ' A' in 
Jammu revealed that a dealer was allowed exemption from payment of Sales 
Tax by the Assessing Authority on the Sales of Bandage/Gauze cloth 
amounting to Rs 54.59 lakh made during the years 1994-95 to 1996-97. ·The 
exemption was allowed (June 1996/January 1997 /May 1998) by the Assessing 
authority on the premise that Bandage and Gauze was cotton fabric and hence 
exempted from tax. On being pointed out in audit, the assessing authority 
stated (September 1999) that the Commissioner Sales Tax issued clarification 
(September 1999) for charging the commodity at the rate of 8 per cent which 
would have a prospective effect. The contention of the Assessing authority was 
not, however, correct considering the earlier Supreme Court ruling on · the 
subject. 

Inadmissible exemption allowed to the dealer thus, resulted in non
recovery of tax and interest aggregating Rs 8.88 lakh (tax: Rs 4.59 lakh; 
interest: Rs 4.29 lakti). · · 

The matter was reported to the Commissioner Sales Tax in June 1999 
and to the Government in August 1999; reply had not been received (October 
1999). 
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Failure of the Assessing authority to detect suppression of 
purchases resulted in short levy of tax, interest and penalty of Rs 3.40 
lakh and loss of revenue of Rs 1.11 lakh. 

Under the Jammu and Kashmir General Sales Tax Act , 1962 and 
rules made thereunder, every registered dealer shall submit a true and correct 
return of his turnover in such manner as may be prescribed under the Act. The 
Act al so provides that where a dealer has without any cause, failed to furni sh 
the correct return of his turnover or has concealed the particulars of hi s 
turnover, the Assessing authority shall direct that person to pay in add ition to 
tax payable by him an amount by way of penalty which shall not be less than 
the amount of tax evaded by the dealer. In addition, interest is also leviable. In 
the following two cases concealment of purchases leading to evasion of tax 
was noticed as discussed below: 

(a) Test-check (July 1998) of the records of Sales Tax Ci rcle ' F' Jammu 
revealed that a dealer had not included in his purchase statement and trading 
account, inter-state purchases valued at Rs I 3.6 1 lakh made by him during 
I 995-96 as per 'C' forms consumption statements. The Assessing authori ty. 
while assessing (May 1997) the dealer to tax had failed to detect the 
discrepancy resulting in suppression of turnover of Rs I 4.84 lakh with 
consequential short levy of tax, interest and penalty of Rs 3 .40 lakh. 

On this being pointed out in audit (July 1998), the Department 
detected further concealment of turnover of Rs 4.56 lakh and rai sed (March 
1999) total additional demand of Rs 4.85 lakh (tax: Rs I .63 lakh: penalty: Rs 
1.63 lakh; and interest : Rs 1.59 lakh) against the dealer. Further report on the 
recovery was awaited (September I 999). 

(b) In another Sales Tax Circle in Jammu, a dealer had not accounted for 
in his purchase statement/trading account inter-state purchases valued at Rs 
5.55 lakh made by him during 1996-97 as per available details of lading bills. 
Further against purchases of Rs 56.07 lakh made by the dealer during the same 
year as per the inter-state purchase statement, only purchases of Rs 52.45 lakh 
were actually assessed to tax due to totalling mistake. The assessing authority 
while assessing (March 1998) the dealer f~iled to detect the concealment of 
turnover of Rs l 0. 13 lakh resulting in short levy of tax, interest and penalty of 
Rs l. I l lakh. 
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On this being pointed out (September 1998) in audit, the Assessing 
authority stated (April 1999) that the statutory notice could not be served upon 
the dealer as he had since left the State and that notice was now being served 
to the Principal Company, of which the assessee was a constituent unit . 

Thus, failure of the Asses.sing authority to detect concealment of 
purchases due to wrong totalling of purchase statement and non-verification of 
lading bill records at the time of framing assessments of the case resulted in 
loss of revenue of Rs 1 . I 1 lakh. 

The matter was referred to Government in July 1999; reply had not 
been received (October 1999). 

Misclassification of taxable stocks resulted in concealment of 
turnover of Rs 3.31 lakh with consequential short levy of tax, interest 
and penalty of Rs 1.03 lakh. 

Under the provisions of Jammu and Kashmir General Sales Tax Act, 
1962 if a dealer conceals his turnover or furnishes inaccurate particulars 
thereot: the Assessing Authority shall direct that dealer to pay, in addition to 
tax due on such turnover, a sum by way of penalty which is not less than the 
amount of tax evaded. For non/short payment of tax along with the returns, 
interest is chargeable on the amount of tax due at varying rates from 1.5 per 
cent to 3 per celll per month depending on the period of default . 

During the audit of records of Sales Tax 'D' Circl~. Jammu it was 
noticed (October 1998) that a dealer had misclassified the opening stocks 
valued at Rs 3. 18 lakh as non-taxable stocks in his trading account for 1995-
96. This omission escaped the notice of the Assessing Authority while finalising 
(June 1997) the assessment for the year 1995-96 resulting in concealment of 
taxable turnover of Rs 3.31 lakh with consequential short levy of tax of Rs 
1.03 lakh including interest and penalty. 

On this being pointed out (October 1998) in audit, the Department 
raised ·(November 1998) additional demand for Rs 1.12 lakh. As of May 1999, 
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recovery of Rs 0.35 lakh had been made against the total demand of Rs 1.12 
lakh. Further report on the recovery of balance amount is awaited (September 
1999). 

The matter was referred to the Government in April 1999; reply had 
not been received (October 1999). 

Failure to detect suppression of purchases by the Assessing 
Authority resulted in short levy of tax, interest and penalty of Rs 9.38 
lakh 

Under the Jammu and Kashmir General Sales Tax Act, 1962 and rules 
made thereunder, every registered dealer shall submit a true and correct return 
of his turnovt;r in such manner as may be prescribed under the Act. The Act 
also provides that where a dealer has, without any cause, failed to furnish the 
correct return of his turnover or has concealed the particulars of his turnover, 
the Assessing Authority shall direct that person to pay in addition to tax 
payable by him an amount by way of penalty which shall not be less than the 
amount of the tax evaded by the dealer. In addition, interest is also leviable at 
the rates ranging from 1. 5 per cent to 3 per cent per month from the date the 
tax was payable to the actual date of payment. 

Test-check of records of the Sales Tax circle 'E' in Jammu revealed 
(September 1997) that a dealer h!d disclosed inter-state purchases of taxable 
goods valued at Rs 20.18 crore in his trading account during 1992-93 against 
purchases valued at Rs 20.44 crore as per consumption account of 'C' forms 
rendered by him. The Assessing Authority while assessing (March 1997), the 
dealer failed to detect the suppression of purchases. This resulted in short levy 
of tax of Rs 9.38 lakh including interest and penalty. 

On this being pointed out in audit, the Department issued (September 
1998) notice of demand for Rs 9.38 lakh against the dealer. Further Report on 
the recovery is awaited (October 1999). 

The matter was referred to the Government in April 1999; reply had 
not been received (October 1999). 
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R"eVenue Receipts 

Short levy of differential tax of Rs 2.74 lakh due to increase in 
rent of the immovable property let out. 

Under the Jammu and Kashmir UIP. Tax Act, 1962 and the rules 
framed thereunder, tax on the immovable property let out is payable by the 
owner: (s) on the annual letting value of the property determined. The 
Department shall prepare valuation list of all properties let out which remains 
in force for five years. Further, in case of any increase in rent of the immovable 
property after completion of the valuation list, the owner shall report such 
increase to the Assessing Authority within two months of the date of such 
occurrence. For any property which has escaped assessment by reason of any 
omission, the Assessing Authority is required to issue a notice for making an 
order of assessment and demanding the tax. 

A test-check of records of an assessee in U1P Tax circle I and Income 
Tax Department, Jammu revealed (October/December 1998) that three: co
owners had leased out their immovable property to a limited company initially 
at a monthly rent of Rs 2600 which was subsequently enhanced to Rs 30000 
per month from January 1993. The owners of the property who were jointly 
assessed did not, however, report such enhancement in rent to the Assessing 
Authority with the result it continued to be assessed to U1P tax at the monthly 
rent of Rs 2600 resulting in short levy of tax amounting to Rs 2.74 lakh. 

On this being pointed out (December 1998) by audit, the Assessing 
Authority U1P Tax Circle- I, Jammu stated (January 1999), that the current 
valuation list effective from l April 1997 would be brought in accord with the 
existing circumstances and orders passed accordingly. However, in respect of 
underassessment of annual letting value of the property for the period from 
January 19i93 to March 1997 involving short levy of tax amounting to Rs 2. 74 
lakh, it wds stated that provision for re-opening of the. case after expiry of 
valuation period did not exist in the Act. The contention of'the Assessing 
Authority is not, however, consistent with the provisions of the Act which does 
not specify any time limit for initiating assessment proceedings for· levying tax 
for earlier valuation period. Further developments of the case were awaited 
(October 1999). 

• UIP-Urhau Immovable Property 
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I Chapter-VI Revenue Receipts 

The matter was referred to the Government in April 1999; reply had 
not been received (October 1999). 

Non-charging of interest on belated payments of licence fee 
resulted in non-realisation of revenue of Rs 2.82 lakh. 

Under Jammu and Kashmir State Excise Act, Samvat 1958, if any tax 
or other amount due is not paid by the licensee or other person from whom it is 
due within the time specified for payment or within a period of 3 months from 
the date of demand whichever is earlier, the licensee or other person shall be 
liable to pay in addition to amount due a sum equal to 2 per cent of such tax or 
amount for each month or part thereof after the period specified for its 
payment. 

During audit of the records of the Excise Commissioner. Jammu it was 
noticed (April l 998) that licence fee of Rs I 0 lakh for the years 1995-96, 
1996-97 and 1997-98 was not paid by 6 licensees within the s ecified period. 
Interest at 2 per cent per month amounting to Rs 2.82 lakh was, however, not 
realised by the Department. 

On this being pointed out in audit, the Department stated (April 1998) 
that interest on all belated payments would be worked out and recovered from 
the licensees. Further report on the recovery is awaited (October 1999). 

The matter was referred to Government in April 1999; reply had not been 
received (October l 999). 
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I Cllapter-VJ Revenue Receipts 

Non-raising of bills by the Forest Department resulted in non
recovery of Rs 24.34 lakh as royaity. 

After the enactment of Jammu and Kashmir State Forest Corporation 
Act, 1978, earmarked forests are handed over to the Corporation for 
commercial exploitation. The bills for cost of trees handed over to the 
Corporation are, thereafter, raised by the State Forest Department on the basis 
of sanctioned rates. 

Test-check of records in Forest Division, Udhampur revealed (June 
1997) that 728 trees and 461 poles of different species having volume of 
57280.50• cft timber were handed over to Corporation for exploitation during 
1995-96. The Division, however, failed to raise the bill for the cost of timber 
against the Corporation resulting in non-recovery of revenue of Rs 24.34 lakh·. 

On this being pointed out in audit (June 1997), the Division raised 
bills for Rs 24.34 lakh (December 1997 /September 1998) against the 
Corporation. Further report on the recovery had not been intimated (November 
1999). 

The matter was referred to the Government in April 1999; reply had 
not been received (November 1999). 

4 12 Kail !!r.:.:11/Jry tri:i:s: 2!022 d \: 192 I >codar dry trees: 15360 ell: 124 Fir/spnu.:.: Jry Lri:i:s: 
11 ~24 dl anJ 4<• I Kati/I X.:o<lar/1-'ir pok s: 2074.50 ell. 
Vol um.: of all Jn stanJmg fa ll.:11 tri:i:s ari: charged at half rates except dry lko<lar whu.:h 1s 
char!!i:J al thr.:.:-l(l\11 lh of tl1.: rat.:s. 
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Section-I 

-
7.1. J Introduction 

As on 3 1 March 1999 there were 19 Government companies 
(including one subsidiary) and four Statutory Corporations under the control of 
the State Government. The accounts of the Government companies (as defined 
in Section 617 of Companies Act, 1956) are audited by Statutory Auditors 
appointed by Government of India on the advice of Comptroller and Auditor 
General of India (CAG) as per provision of Section 619 (2) of Companies Act, 
1956. These accounts are also subject to supplementary audit conducted by the 
CAG as per provisions of Section 619 (4) of the Act, ibid. Audit of two 
Statutory corporations viz Jammu and Kashmir State Forest Corporation and 
Jammu and Kashmir State Electricity Board set up under the respective Acts of 
the State Legislature had not been entrusted to CAG. The audit of the 
remaining statutory corporations are conducted under the provisions of the 
respective Acts as detailed below: 

S.No Name of the Corporation Authority for audit by Audit arran~ement 
the CAG 

l. Jammu and Kashmir State Section 33(2) of the Road Sole audit by CAG 
Road Transport Corporation Transport Corporations 
(SRTC) Act. 1950 

2. Jammu and Kashmir State Section 37(6) of the State Chartered 
Financial Corporation (SFC) Financial Corporations Accountants and 

.Act. 1951. supplementary 
Audit by CAG 

7.2 Investment in Public Sector Undertakings (PSUs) 

As on 3 I March 1999 total investment in 2 1 Public Sector 
Undertakings ( 19 Government companies including one Subsidiary and two 
Statutory corporations) was Rs 1223 crore (equity: Rs. 3 77. 02 crore, long 
term loans: Rs 845 .98 crore) against total investment of Rs 878.56 crore 
(equity: Rs 326.76 crore"'; long term loans: Rs 55 1.80 crore) in these PSUs as 
on 3 1 March 1998. The analysis of investment in PSUs is given in the 
following paragraphs. 

'I' Includes Rs 15 crore invested by Govenunent of India in iammu and Kaslunir State Road 
Transport Corporation during 1997-98 and excludes Rs 3.12 crore invested by Govenunent in Janunu 
and Kastunir Tourism Development Corporation and Jammu and Kaslunir Women's Development 
Corporation Limited (Rs 25 thousand) in 1997-98 but adjusted in 1998-99. · 
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7. 2.1 · Government companies 

Total investment in 19 Government companies (including one 
subsidiary) as on 31 March 1999 was Rs 848.71 crore (equity: Rs 217.09 
crore, long-term loans: Rs 631 .62 crore) as against Rs 573 .28 crore (equity: Rs 
193 .22 crore; long-term loans: Rs 380.06 crore) as on 3 1 March 1998. Details 
are indicated in the Appendix-}./. 

The classification of the these companies was as under: 

I Status of Number of Investment 
companies companies (Rupees in crore) 

Paid-up Long-term loans 
capital 

(a) Working 18 2 16.29 630.81 
companies (192.42) (380.06) 
(b) Non-working 0.80 0.81 
company-under I (0.80) (NA) 
liquidation. 

Total 19 217.09 631.62 
(193.22) (380.06) 

(Figures in brackets are of previous year) 

The non-working company (Tawi Scooters Limited) was under the 
process of liquidation since 1990. As substantial investment of Rs 1.6 1 crore 
was involved in this company, effective steps need to be taken for its 
expeditious liquidation or revival. 

The summarised financial results of all the Government companies is 
detailed in the Appendix-15. Due to significant increase in long-term loans 
under Agriculture, Industry, Handloom and Handicraft and Mining sectors, 
debt-equity ratio of the companies as a whole increased from 1. 97 in 1997-98 
to 2 .9 1in1 998-99. 

Sector-wise investment in Government companies 

The sector-wise investment (equity and long-term loans) in 
Government companies as at the end of 1997-98 and 1998-99 is given below in 
two pie diagrams. 
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Sector-wi$e investment at the end of 1997-98 (Rupees In crore) 

(Figures in brackets are percentages of investment) 

16.01 

1.82 

lllAgriculture (16.6) 

45.23 

•Handloom and Handicrats (7.1) 

•Construction (0.3) 

•Cement (6.0) 

Cl Finance (7.4) 

II Industry (40.0) 

CMining (11.9) 

95.04 

229.75 

B Development of Weaker Sections(2.8) 

mrourism (7.9) 

Sector-wise investment at the end of 1998-99 (Rupees in crore) 

(Figures in brackets are the percentages of investment) 

l'l1Agriculture (12.4) 

ti Handloom and Handicrats (5.8) 

• C~nstruction (0.2) 

B Cement (4.0) 

E Finance (30.3) 

255.65 

77.9 
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As on 3 I March 1999, of the total investment in Government 
companies, 26 per cent comprised equity capital and 74 per cent compri sed 
loans, as compared to 34 per celll capital and 66 per ce111 loan in the previous 
year. 

7. 2. 2 Statutory corporation.-. 

The total investment in two Statutory corporations at the end of 
1997-98 and 1998-99 was as follows: 

(Rup.:.:s 111 crore 

Name of Comoration 1997-98 1998-99 
Ca1>ital Loan Ca1>ital Loan 

Jammu and Kashmir State 90.87 125.38 96.13 163 .75 
Road Transport 
Corporation (SRTC) 
Jammu and Kashmir State 42.67 46.36 63 .80 50.6 1 
Financial Corporation 
Limited (SFC) 
Total 133.54 171. 74 159.93 214.36 

The summarised finan,· .al results of these Statutory corporations are 
given in Appe11dix-/S and financial position as also working results for the 
three years up to 1998-99 as per their latest finalised accounts are given in 
Appendices 17 and 18. 

Due to significant increase in the long-term loans. the debt equity 
ratio of these corporations increased from 1.29 in 1997-98 to 1.34 in 1998-99. 

As on J 1 March 1999 the total investment in Statutory corporations 
comprised 43 per ce111 as equity capital and JJ7 per cell/ as loan compared to 44 
per c:e111 and 56 pa eel// respectively as on 31 March 1998. 

7.3 Di.ttinJ•e.\·tment, prit•atisation and restructuring of Public Sector 
Undertaking.tt 

One company viz. Tawi Scooters Ltd was under the process of 
liquidation/amalgamation with the Jammu and Kashmir State Industrial 
Development Corporation Limited (SIDCO) which had not been completed as 
of September 1999 

7. 4 Budgetary outgo, sub ... idies, guarantee.\· given and waiver of dues 

The details of budgetary outgo. subsidies. guarantees given. waiver of 
dues and conversion of loans into equity by St~te Government to Government 
companies and Statutory corporations are given in Appe11dices 1-1 and 16. 
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The budgetary outgo from the State Government to companies and 
two Statutory corporations for the years up to 1998-99 in the form of equity 
capital, loans, grants and subsidy is given below: 

1996-97 1997-98 1998-99 

Companies Corporations Companies Con: orations Companies Corporation~ 
No Amount Nn Amount No Amount No Amount No Amount Nn /\mount 

Equity 5 7.34 2 6.11 8 26.80 2 10 8 2.91 I 5.25 
Capital 
Loans 7 22.65 . . 6 35. 19 . . 6 29.03 I 20.04 
Grants I 0.55 . . 5 8.64 . . 6 92.85 . 
Subsidy 2 2.82 . . 3 4.01 . . 2 2.05 . . 

Total 12' 33 .36 2 6.11 14 74.64 2 10 15 126.84 I 25.29 
out12:0 

During the year 1998-99 the Government had guaranteed loans 
aggregating Rs 3.70 crore obtained by two Government companies (Rs 1.60 
crore) and one Statutory corporation (Rs 2.10 crore). At the end of the year 
guarantees amounting to Rs 221 .56 crore against nine Government companies 
(Rs 119.56 crore) and two Statutory corporations (Rs 102 crore) were 
outstanding. 

7.5 Finalisation of accounts by PSUs 

The accounts of the companies for every financial year ought to be 
finalised within six months from the end of relevant financial year under 
Sections 166, 210, 23 0, 619 and 619-B of the Companies Act, 1956 read with 
Section 19 ( 1) of the Comptroller and Auditor General ' s (Duties, Power and 
Conditions of Service) Act, 1971. They are also to be laid before the 
Legislature within nine months after the end of financial year. Simil~U:ly;· in case 
of Statutory corporations their accounts are finalised, audited and ro:~<ent~d to 

~ -
the Legislature as per the provisions of their respective Acts. 

However, as could be noticed from Appendix 15, out of · l'9 
companies, and two Statutory corporations only one company (Jammu and 
Kashmir Bank Limited) had finalised its accounts for the year 1998-99 within 
the stipulated period and 12 companies had finalised 16 accounts for previous 
years during the period from October 1998 to September 1999. Similarly, 
during this period the two Statutory corporations finalised three accounts for 
earlier years. The position of arrears in respect of 18 companies and two 
Statutory corporations as on 30 September 1999 is as detailed below: 

These arc the actual number of Companies/Corporations which have received budgetary 
outgo in the fonn of equity loans~ grants and subsidy from the State Government during the 
respective years. 
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S.No. Year from Number of No. of Reference to Serial No. of 
which years for Companies/Corporations Appendix-15 
accow1ts are which 
in arrears accounts are 

m arrears 
Gover- Statutory Govern- Statutory 
runent Corporations ment Corporations 
Compa- Compan-
nies 1es 

I. 1983-84 16 2 - I , 12 
2. 1984-85 15 2 - 4, 11 
3. 1986-87 13 I - 16 
4 . 1988-89 11 I - 9 
S. 1989-90 IO I - 17 

6. 1990-91 9 3 - 7, 8. 13 

7. 199 1-92 8 3 - 2. 3. s 
8. 1992-93 7 2 - 10, 14 

9. 1994-95 5 I - 15 
9. 1995-96 4 I - 18 -
11. 1996-97 3 - I - 2 
12. 1997-98 2 - I - I 
13. 1998-99 I I - 6 -

Total 18 2 ' -

Of the above 18 Government companies whose accounts were m 
y k' arrears. one was a non-wor mg company. 

The Administrative Department has to oversee and ensure that ·the 
accounts are finalised and adopted by the PSUs within the prescribed period. 
Though the concerned administrative departments were apprised quarterly by 
Audit regarding arrears in finalisation of accounts, no effective measures had 
been taken by the Government and as a result, the investments made in these 
PS Us remained outside the purview of the audit and their accountability could 
not be assessed in audit. 

7. 6 Working results of Public Sector Undertakings 

According to latest finalised accounts of 19 Government companies, 
while only three companies earned a profit of Rs 85.48 crore, 13 suffered a loss 
of Rs 19.35 crore and remaining three-bad not finalised their accounts as of 
October 1999. The two Statutory corporations incurred a loss of Rs 60.50 
crore. Of the 15 loss-making companies, five companies had accumulated 
losses aggregating Rs 63 . 77 crore as per their latest finalised accounts which 
had far exceeded their aggregate paid-up capital of Rs 28.45 crore. 

In spite of poor performance and complete erosion of their paid-up 
capital, the State Government continued to provide financial support to these 
companies in the form of equity and loans. According to available information, 

Ta\\i Scooters Limited 
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the financial support so provided by the State Government by way of equit y 
and loans during 1998-99 to three out of these five companies amounted to Rs 
18. 99 crore. 

7. 6.1 Government Companies 

Only one· company viz. Jammu and Kashmir Bank Limited which 
finalised its accounts for 1998-99 had earned a profit of Rs 85 .45 crore during 
the year and declared dividend of Rs 13 .22 crore. The dividend as percentage 
of share capital of the company worked out to 27.6 and as a percentage of 
total investment of Rs 185.43 crore made by the State Government in all the 
companies, it worked out to 7.1 . Two companies (Jammu and Kashmir 
Projects Construction Corporation Limited and Jammu and Kashmir Small 
Scale Industries Development Corporation Limited) which had finalised their 
accounts for the earlier years earned an aggregate profit of Rs 3. 16 lakh but did 
not declare any dividend. Of these two companies, only one company (Jarnmu 
and Kashmir Projects Construction Corporation Limited) had earned pro fit for 
three consecutive years . 

7. 6. 2 Statutory corporations 

None of the Statutory corporations had finalised its accounts for the 
year 1998-99. As per their latest accounts, both had incurred losses which 
accumulated to Rs 351 .89 crore and exceeded their paid-up capital of Rs 
144.55 crore. 

In spite of poor performance and erosion of paid-up capital. the State 
Government continued to provide financial support to these corporations in the 
form of equity and loans. The financial support so provided by the State 
Government during 1998-99 to Jammu and Kashmir State Road Transport 
Corporation amounted to Rs 25 .29 crore. The operational performance of 
Jammu and Kashmir State Road Transport Corporation is given in Appenclix-
19 and that of Jammu and Kashmir State Financial Corporation is given in 
Paragraph 7.11.5 . 

7. 7 Return on Capital Employed 

During 1998-99 the capital employed'V in respect of Government 
companies for the latest year for which accounts were finali sed worked out to 
Rs 41 18 crore in all the 19 companies and total return~ thereon amounted to Rs 
504.34 crore which was 12.25 p er cent as compared to 12.75 per cent in 1997-

'I' Capital emplon:<l represents net fixed assets (including capital works-in·progress ) plu~ \\Ori.i n;.! 
capital except in linancial companies and corporations. where it represents a mean of aggregate of 
opening and closing halam:es of paid-up capital. free reserves and horrow111gs ( 1ncludmg relinani:e J 

° For calculating total n:lum on capital cmplo~cd, interest on horro\\ed funds 1s addcd lo 111.:1 
profit/suhtractcd from the loss as d1sclose<l in the profit and loss accounts 
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98. In case of Statutory corporations, total capital employed amounted to Rs 
245 .34 crore for the latest year for which accounts were finalised and total 
return thereon amounted to minus Rs 31.54 crore, against minus 9.52 crore in 
1997-98 . The details of capital employed and total return thereon in case of all 
the companies and the corporations on the basis of their latest available 
accounts are given in Appenclix-15. 

7. 8 Result.\ <~{ autlit by Comptroller anti Auditor General of /ntlia 

During the period from October 1998 to September J 999. audit of 
accounts of 13 companies and one Statutory corporation (Jammu and Kashm ir 
State Road Transport Corporation) was selected for review. The net impact of 
the important audit observations as a result of the review was as follows: 

Details No . of accounts Rupees in IJkh 
Companies Statutory Companies S tatuto~ 

Corporations C orpora[Jons 
(i) Increase in I - O. IX -

profit 
(ii) Increase in - 2 - 62.62 

losses 

Some of the ma1or errors and om1ss1ons noticed in the course of 
review of annual accounts of some of the above companies and corporations 
are mentioned below: 

A. Errors and omissions notice1i in Government companies 

I . Jammu arul Kashmir Small Scale Industries Development 
( 'orporation ( 1983-84) 

Loans and Advances included material-at-site valued at Rs 5. 79 lakh 
and ·Rent Recoverable' amounting to Rs 7.44 lakh which s~ould have been 
depicted under '"Stores and Spares'' and "Sundry Debtors" respectively. As a 
result of thi s. Loans and Advances were overstated by Rs 13.23 lakh and the 
Heads ·Stores and Spares' and ' Sundry Debtors ' were understated. 

2. .lammu anti Kashmir Minerals Limited (1983-84) 

An amount of Rs I. 14 crore representing deferred expenditure was 
included in .. Current Assets. Loans and Advances" instead of "Miscellaneous 
Expenditure-not written otr. This resulted in overstatement of "Current 
Assets. Loans and Advances" and understatement of ·· Miscellaneous 
Expenditure'". 
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B. Errors and Omissions noticed in Statutory Corporations 

/. .fammu and Kashmir State Road Transport Corporation {1996-97) 

(i) An amount of Rs I.SO crore received by the Corporation on account 
of loan during 1991-92 was shown as share capital by the Corporation. This 
led to understatement of loans and overstatement of share capital by Rs 1.50 
crore . 

(ii) The current liabilities were understated to the extent of Rs 2.62 crore 
on account of under provision of Audit fee (Rs 0.80 crore) and non-provision 
of interest payable on Contributory/General Provident Funds (Rs 1.16 crore), 
compensation and interest on Motor Accident Awards (Rs 0.43 crore) and 
rental s (Rs 0.23 crore) . 

II. Jammu and Kashmir State Financial Corporation (1995-96) 

(i) The Corporation had not provided for the guarantee fee amounting to 
Rs 22.57 lakh payable to the Government in consideration of guarantees given 
by the Government resulting in understatement of current liabilities and loss to 
that extent for the year 1995-96 . 

(ii) Under Section 6 (I) of the SFC, Act the State Government has 
guaranteed repayment of share capital and annual dividend at the rate of 3. 5 to 
7. 5 per cent of the paid-up capital. In its accounts for the year 1995-96, the 
Corporation provided Rs I. 13 crore only on this account against Rs 1. 50 crore 
which resulted in understatement of current liabilities and provisions and loss 
to the extent of Rs 37.42 lakh. 

C Persistent irregularities and system deficiencies in financial 
matters of Jammu and Kashmir State Road Transport 
Corporation 

The fo ll owing persistent irregularities and system deficiencies in the 
financial matters of Jamrnu and Kashmir State Road Transport Corporation 
had been repeatedly pointed out during the course of audit of the accounts but 
no corrective action was take~ by these PS Us so far: 

(a) The Corporation has not maintained since inception the fixed assets 
register recording particulars of the fixed assets, date ( s) of acquisition, original 
cost of the asset, rate of depreciation, written down value and other details. In 
absence of such a register, the correctness of depreciation charged in the 
accounts could not be verified in audit. 
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(b) An amount of Rs 2.67 crore was subject to reconciliation on account 
of inter-unit adjustment. No concrete steps had been taken to reconcile the 
balance and to minimise the balances under the head. 

(c) An amount of 18 lakh on account of advance on capital account 
pertaining to the period prior to 1989-90 was being carried forward from year 
to year without adjustment. No details/adjustments/inventory sheet of the 
capital account was furnished to audit . 

(d) Other i"egularities 

The following deficiencies and accounting irregularities persisted 
during 1996-97 although pointed out in previous Audit Reports : 

(i) The books of accounts were not maintained in accordance with the 
principles of commercial accounting system by maintaining controlling ledgers 
and ~nancial ledgers in Head Office and at the units; 

(ii) Inter-unit adjustment accounts were not operated upon for adjustment 
of advancP,s, transfer of stores etc; 

(iii) The book debts were not segregated into good, bad and doubtful: 

(iv) There were abnormal delays in recoveries, adjustment of balances 
under advances, deposits, purchases, sundry debtors and other recoverable 
inter-divisional traTlsactions; 

(v) Reconciliation of transactions ·between the originating and the 
responding units and parties was not undertaken; 

(vi) Obsolete spare parts were included in stores and stocks at book value: 

(vii) Reconciliation of discrepancies on account of cash-in-transit 
transactions had not been done; 

(viii) Priced store ledgers were not maintained; 

(ix) Maximum, minimum and reordering levels of stores at Head office 
and at its various depots were not maintained, 

(x) The stocks of tickets and passes were not physically verified in any of 
the units including at Headquarters of the corporation. The· prescribed scheme 
was not carried out to ensure that revenue collection had been properly 
accounted for; as the accounts of the tickets sold and monthly ticket accounts 
were not prepared in any unit; 
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(xi) Neither the party-wise balances of subsidiary ledgers were maintained 
nor any confirmation of the balances from the respective parties obtained; 

(xii) The corporation has not maintained proper accounts and other 
records according to the format proposed by the CAG of India to the State 
Government in August 1976 under Section 33(1) of the Road Transport Act, 
1950. 

7. 9 Position of discussion of Commercial Chapter by the Committee on 
Public U n<lertakings 

Status of reviews/paragraphs of Commercial Chapter pending 
discussion as on 3 I March 1999 was as under: 

Period of Total number of reviews No. of reviews and paragraphs 
Audit Report and paragraphs appeared pending discussion 

in Commercial Chapter 
Reviews Paragraphs Reviews Paragraphs 

1990-91 l 4 - 2 
1991-92 3 2 2 -
1992-93 2 I I -
1993-94 l 2 - -
1994-95 3 l - -
1995-96 l 4 - -
1996-97 2 l - -
Total 13 15 3 2 

7.10 Readiness of PS Us for facing Y2K problem 

Of the 19 Government companies and two Statutory corporations 
only one Company vii. Jammu and Kashmir Bank Limited had adopted 
computerised accounting system partly at Central office and in branches. As 
per information available, the Bank is Y2K compliant. 
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Jammu and Kashmir State Financial Corporation 

Higlrliglrts 

Jammu anti Kaslrmir State Financial Corporation was e.-.tablishe<I 
in December 1959 under the State Financial Corporations Act, 1951 wic/1 
the main ohjectil•e '~f providing financial assi.-.tance to industries, hotels, etc. 
Delay in proces.tting anti pent/ency of a large number of applications seeking 
financial assistance, clefective apprai.-.al of loan cases inc/ucling obtaining 
inadequate security, poor po.-.t-lli.tthursement monitoring and delay in 
initiating penal action for recovery of overdues were the main reasons for 
tire poor Ju nctioning of tire l.orporation. 

• The Corporation utilised available funds on repayment/redemption of 
loans and bonds raised from IDBl/SIDBI and only 7 per cent of the 
funds were disbursed as loan to entrepreneurs during 1994-95 to 
t 998-99. 

(Paragraph: 7.11.4) 

• Defective project appraisal and financing of non-viable and non-credit 
worthy units _led to doubtful recovery of Rs 4.64 crore in 5 cases test
checked in audit. 

(Para~aph: 7.11.5.1) 

• Failure of the Corporation to grant loans against sufficient security to 
safeguard its financial interests, resulted in Joss of Rs 3.60 crore in 18 
test-checked cases, which were taken over and auctioned by the 
Corporation during 1993-94 to 1998-99. 

(Paragraph: 7. 11.5.2) 

• Percentage of amount recovered to amounts due for recovery during 
the years 1994-95 to 1998-99 was very poor and decreased from I 0 in 
1994-95 to 6 in 1998-99. Consequently, overdues increased from Rs 
232.13 crore at the end of I 993-94 to Rs 452.80 crore at the end of 
1998-99. 

(Paragraph: 7.11. 6) 
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(Paragraph: 7.11.6.l) 
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(Paragraph: 7.11.6.2) 

7.11.J Introduction 

The Jammu and Kashmir State Financial Corporation was established 
as a Statutory corporation in December 1959, under the State Financial 
Corporations Act, 1951 . The main objective of the Corporation is to provide 
financi al assistance in the form of loans to industries (medium and small scale 
units including artisans), hotels, house-boats and transport sector for acquiring 
capital assets like land, building and plant and machinery for industrial 
development in the State . 

7.11. 2 Urganisational set-up 

The management of the Corporation is vested in the Board of 
Directors. As on 3 1 March 1999, there were 11 directors (including Chairman 
and Managing Director), of whom 5 were nominated by the State Government 
and six by various financial institutions, shareholders and public sector banks. 
The Managing Director is responsible for day to day functioning of the 
Corporation and is assisted by two General Managers (one each at Srinagar 
and Jammu), three Deputy Gener}I Managers and a Secretary who has the 
functional responsibility for monitoring recovery of loans.' 

7. 11. 3 Audit coverage 

The performance of the Corporation in respect of recovery of loans 
and interest thereon during the period from 1994-95 to 1998-99 was reviewed 
in audit during February-June 1999. Important points noticed are discussed in 
the succeeding paragraphs. 

7.11. 4 Source and use of funds 

Source-wise inflow of funds and their outflow on di sbursement of 
term loans, redemption of bonds, payment of interest and other charges, etc. 
during each of the five years up to 1998-99 was as under: 
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{Rupees in crore) 
S.No 1994-95 1995-96 1996-97® 1997-98 1998-99 

Source of funds 
(a) Increase in paid-up 3.00 2.00 2.50 2.50 

capital 
(b) Borrowings from 

IDBI°/SIDBI°" 1.45 0.73 l.07 6.82 
(c) Bonds and 15.00 10.95 4.95 

debentures 
(d) Repayment of lo~ 

including interest by 
borrowers 11.72 11.35 14.04 16.91 36.21 '1' 

(e) Interest/dividend 11.37 10.13 
receipts 

(f) Commission 0.13 1.07 
charges, etc. 

(g) Others 0.11 3.02 
(h) Opening cash 

balance and bank 3.17 12.10 9.14 2.03 8.38 
deposits 
Total 45.95 47.60 26:41 27.46 54.43 
Use offunds # 

(a) Disbursement of 1.78 1.76 1.34 l.23 7.90 
loans --

(b) Repayment of 
loans to 13.58 18.03 2.92 l.08 l.60 
IDBI/SID BI 

/ (c) Redemption of 0.83 3.58 2.72 4.95 
bonds 

(d) Payment of interest 16.57 15.~6 14.34 12.00 13.90 
and other charges 

(e) Administrative 1.72 1.92 2.~0 2.05 3.57 
expenses " 

... -
(f) Others. 0.20 0.06 
(g) Closing cash 22.51 

balance and 12.10 9.14 2.03 8.38 
deposits 
Total 45.95 47.60 26.41 27.46 54.43 

Disbursement of 
loans restricted As can .!>~ seen from the above, the Corporation utilised funds 
to only 7 per generated dunng 1994-95 to 1998-99 mainly to discharge its liabilities on 
cent of the repayment/redemption of loans and bonds raised from the financial institutions. 
available Only Rs 14. 0 l crore, constituting 7 per cent of the funds available (Rs 201. 85 
resources 

crore) during this period, was disbursed as loan to entrepreneurs. 

The Management in reply to an audit query stated (June 1999) that 
grant of loans was restricted due to abnormal conditions in the State and flow 

@' Figures for the years 1996-97 to 1998-99 are provisional 
Industrial Development Bank of India 
Small Industrial Development Bank of India 

If' Includes Rs 20.55 crore received under Debt Relief Scheme of the Central Govenunent 
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Large number of 
applications for 
financial 
assistance 
pending disposal 
during 1994-98 

of limited applications The reply is not tenable as the corporation had itself 
decided ( 1993-94) not to entertain fresh applications at district level until 
disbursements in case of earlier loans were fully met, which indicated 
insufficient generation/availability of resources for the main activity of the 
Corporation. 

7.11.5 Sanction. and disbursement of financial as.~istance 

The Corporation on receipt of applications, accompanied by the 
appraisal reports. financial projections and other information pertaining to the 
venture for which assistance 1s sought, examines these for assessing the 
viability of the projects before sanctioning loans in favour of the applicants. 
The loans are sanctioned against mortgage of existing and future assets of the 
projects and collateral security. The position of applications received, loans 
sanctioned/disbursed and applications rejected/withdrawn during each of 5 
years ending 1998-99 is tabulated below: 

(Rupees in lakh) 

Pa11iculars 1994-95 1995-96 1996-97 1997-98 1998-99 
No Amount No ..\mount No ,\mount No ,\Jno· 

uni 

;-..;n Amount 

l. No of 
appli~a

tions at the 
beginning 
of the 
year 

2. Applica· 
lion~ 

received 

503 1203.33 463 975. 12 389 

9 1.14 30 

3. Total 503 1203.33 .t76 1066.26 419 
4. Loan~ 5 52.80 19 203.42 38 

sanctioned 
5. Disburse- 4 178.32 11 175.69 27 

ment~ 

6. Applica- 35 175.4 1 68 330.29'' I 09 
l ion~ 

rejected/ 
w ithdrawn 

7. Applica- 463 
l ion~ 

pending al 
the end of 
the ,·ear 

975. 12 31!9 532.55 272 

532.55 272 263.M l 'JCJ 140.!<4 

2 12.39 16 172.!<0 255 ll<(,1.0!J 

74.t.9.t 288 .t36A.t .tS.t 2fHl3.!l.t 
289.46 28 213.25 2<.I 1517 50 

133.8 1 30 123.09 l 'J2 7'JO.IJO 

19 1.84 6 1 82.35 11 (,5 7 1 

263.64 199 140.!<4 162 420.61 

It will be seen- that a large number of applications were pending 
disposal at the beginning of each year from 1994-95 to 1998-99. Pendency of a 
large number of applications in spite of receipt of only 59 fresh applications 
during the period from 1994-95 to 1997-98 and delay in sanction of loans (out 
of 90 cases only 54 were sanctioned within 3 months during the period) 
suggest the need for streamlini ng the :.ianagement controls related to sanction 
of advances. 

Includes Rs -l 1. 12 lakh reduced at the time of sanction. 
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Dcfecth·c 11roject 
appraisal and 
financin~ of non-viable 
and non-credit worth)' 
units led to doubtful 
reco,·ery· of R" 4.64 
crore in ~ cases 

The corporation since inception sanctioned term loans aggregating Rs 
331.53 crore in favour of 18987 units out of which Rs 303.04 crore were 
disbursed to 18898 units up to 1998-99. 

7. 11. 5. 1 Project appraisal 

Project Reports submitted by the promoters with the application for 
financial assistance is processed at the district level and forwarded to the head 
office of the Corporation for approval. Test-check of financial assistance cases 
revealed defective project appraisals and disbursements of loans such as 
financing of non-viable and non-credit worthy units, inadequate financial 
involvement of promoters, etc. resulting in doubtful recovery of Rs 4.64 crore 
in five cases as discussed below: 

(a) MIS Khan Brick Kiln, Poonch 

The Corporation sanctioned (March 1988) a term-loan of Rs 5.33 
lakh in favour of the unit against mortgage of its assets, for setting up of a 
brick kiln at Mendhar, Poonch. According to the memorandum of terms and 
conditions, th&t"promoters were to arrange working capital from banks. The 
Corporation, therefore. sought an assurance from bankers of the promoters for 
disbursement of working capital in favour of the unit. In response. the bankers 
had informed (February 1988) the Corporation that the working capital could 
not be released to the promoters as the site of the unit being uneven and full of 
boulders. was not suitable for establishment of a brick kiln. It was also pointed 
out that there was insufficient quantity of clay and shortage of water which 
were essential for establishment of the brick kiln . Despite the reservations 
expressed by the bank, the Corporation not only sanctioned loan of Rs 5.33 
lakh but also sanctioned (November I 989) additional loan of Rs 3.45 lakh to 
the unit and released Rs 7. 18 lakh to the unit between March 1989 and January 
1990. The Corporation did not obtain..any additional security for securing 
additional loan of Rs 3 . 45 lakh sanctioned in November 1989. 

The unit failed to repay any instalment of loan and the total amount of 
default amounted to Rs 30. 50 lakh up to March 1998 which included interest 
of Rs 23 .32 lakh. The corporation had neither taken over possession of the 
assets of the unit nor had taken any legal action to realise its dues for which no 
reasons were intimated (October 1999). 

Thus, due to defective appraisal of the unit coupled with inadequate 
security and failure to take over the unit, the chances of recovery of Rs 30.50 · 
lakh appear remote. 
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(b) MIS Sa.mn Spinning Mills Pvt Ltd 

The Corporation sanctioned a term loan of Rs 29.25 lakh in favour of 
the unit in October 1987 out of which Rs 20.94 lakh were disbursed between 
April 1988 and February 1990. The loan was repayable in 13 half yearly 
instalments commencing after a moratorium of 18 months. The unit was in 
default from the very beginning. Records revealed that due to failure of the 
promoters to obtain working capital from the banks and non-availability of raw 
material, the unit took up job of spinning of wool tops of a Government 
company. The availability of wool tops being inadequate and working capital 
not forthcoming, the unit remained mostly idle and consequently defaulted in 
repayments. 

The loan was obviously sanctioned without appra1smg the unit 
properly and ensuring availability of raw material. Efforts of the Corporation to 
auction the unit (July 1994) did not succeed with the result recovery of Rs 
83 .50 lakh (principal: Rs 20.94 lakh; interest etc.: Rs 62.56 lakh) against the 
unit as on January 1999, was doubtful. 

(c) MIS Ardent Engineers Pvt Limited 

The Corporation sanctioned (October 1987) a term loan of Rs 28. 79 
lakh and special capital assistance of Rs 4 lakh (January 1989) in favour of a 
unit for manufacture of colour television sets. Out of this, the Corporation 
released Rs 12.66 lakh and Rs I.SO lakh between February 1988 and October 
1991. The project, estimated to cost Rs 50.93 lakh was to be financed, inter 
alia, from the capital' of the promoters to the extent of Rs 2.37 lakh. The 
enterprise was also to be cleared by the Electronics Committee of the State. 

The repayment of the loalt was to commence fr<?m February 1990 and 
that of special capital assistance from December 1995. The unit defaulted in 
repayment of loan even after the Corporation agreed to (November 1991') . 
moratorium of two years in the· repayment of loan and its rescheduling. 
Consequently, the Corporation served a notice under Section 29 of the Act in 
December 1996, recalling the outstanding amount, which evoked no response 
from the unit holders. On an inspection of the unit by the Corporation in 
January 1997, it was found that no plant and the machinery was available at the 
site and the promoters had abandoned the unit. Efforts of the Corporation to 
dispose of the civil works to recover the outstanding did not succeed (May 
1999). Meagre contribution by the promoters clearly indicated that the 
Corporations' funds were put to risk. Further clearance of the Electronics 
Committee of the State had also not been obtained. 

Thus, defective appraisal of the unit, and failure to conduct periodic 
inspections to effectively monitor implementation of the unit, resulted in 
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recovery of Rs 51.31 lakh (principal: Rs 14.16 lakh; interest: Rs 37.15 lakh) as 
on March 1998 becoming doubtful. 

(d) MIS Ahdoos Hoiels Pvt Limited 

The Corporation sanctioned a term loan of Rs 30 lakh in lune 1985 in 
favour of the hotel unit which was released between October 1985 and May 
1988. In November 1986, the promoters increased the bedro0m capacity of the 
hotel and requested · the Corporation for release of additiqnal loan of Rs 25 
lakh. While sanctioning additional loan of Rs 21.44 lakh in July 1988, the 
Board of Directors instructed that the loan should be released only after 
refinance by IDBI is sanctioned in favour of the Corporation and after the 
promoter had obtained the approval of the Tourism Department for increasing 
bedroom capacity. The Corporation, however, released additional loan of Rs 
20.07 lakh between July 1988 and June 1989 without obtaining refinance from 
IDBI and without obtainin~ approval of the Tourism Department. Moreover, 
the additional loan was sanctioned (July 1988) and released in favour of the 
unit despite its default in repayment of the loan sanctioned earlier. 

It was observed that the unit had defaulted in repayment of the loan 
from the very beginning and the Corporation adjusted the outstanding dues 
from the fresh instalments of loan released in favour of the unit. Further, 
security for the additional loan had not been obtained from the promoters 
except personal guarantee of the Director of the unit, which had no financial 
value. It was also seen that the Corporation had not taken any concrete 
measures to recover the outstanding dues of Rs 1.56 crore (principal: Rs 46.37 
lakh; interest: Rs 1. 10 crore) from the unit. 

Thus, due to failure of the Corporation to safeguard its financial 
· interests, recovery of Rs 1.56 crore (principal: Rs 46.37 lakh and interest: Rs 

1. 10 crore) outstanding against the unit as of October 1998 was doubtful. 

(e) MIS New River View Hotel 

The Corporation sanctioned a term loan of Rs 14.24 lakh in 
September 1983 in favour of the hotel. unit for reconstruction of the hotel 
building which was in a dilapidated condition. The loan was released between 
April 1984 and July 1985 and its repayment was to commence from April 
1986. The promoter could not complete the construction work fully as 
expenditure exceeded the original estimates. In order to complete the 
construction work, the prompter requested the Corporation (April 1987) for 
additional assistance of Rs 18 lakh. The Corporation sanctioned an additional 
loan of Rs 9.05 lakh in June 1987 with the condition that ·the promoter should 
clear the entire amount of default before disbursement of the fresh loan. 
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Failure of the 
Co~oration to 
secure its financial 
interests by 
obtaining adequate 
security resulted in 
loss of Rs 3.60 crore 

It was. however, observed that the additional loan of Rs 9 lak h was 
released to the unit between September 1987 and January I 989 without the 
unit clearing the amount of default . Besides, the Corporation. had in violation 
of its normal practice accepted the guarantee of a third party which was also in 
default with the Corporation. No action was taken to recover the ou tstandi ng 
loan by the Corporation which amounted to Rs 1.43 crore (principal: Rs :n 29 
lakh and interest : Rs 1.20 crore) as of October 1998. 

Thus, failure on part of the Corporation to secure it s financial 
interests by properly appraising the unit, resulted in recovery of outstanding of 
Rs 1.43 crore becoming doubtful. 

7.1/.5. 2· Grant of loans against insufficient .~ecurity 

The disbursement of loans is subject to mortgage of fixed assets. 
hypothecation of stocks/movable assets, with the Corporation and third party 
guarantee. The Corporation did not have any system of obtaining ~ollateral 

security of immovable property against the loan amount. However. as per the 
revised policy ( 1993) of the Corporation, all loans granted to units in industrial 
and transport sectors are to be secured additionally by collateral security. 

During test-check of records it was observed that 18 defaulting units 
were taken over by the Corporation and their assets auctioned during 1993-94 
to 1998-99, under Section 29 of the Act. The Corporation could realise only 
Rs 1.09 crore against a total outstanding of Rs 4.69 crore resulting in loss of 
Rs 3 .60 crore to it. Failure of the Corporation to secure its financial interests 
by obtaining adequate security, resulted in a loss of Rs 3.60 crore in these 18 
cases. 

Test-check further revealed that the Corporation released a term loan 
of Rs 25.75 lakh in favour of MIS Bani Foods Private Limited in December 
1983. The unit turned defaulter from the very beginning and was closed during 
1985. The Corporation initiated action for the auction/sale of the unit in 
September 1989 and received the highest offer of Rs 25 lakh. The bid was not. 
however, accepted on the plea that the outstanding (Rs 35 .87 lakh) was much 
more than the bid amount. Subsequently, the Corporation issued another 
auction notice in February 1999 and received the highest bid of Rs 9.37 lakh 
which was accepted (April 1999) by it. The Corporation obviously did not act 
prudently, which resulted in avoidable loss of Rs 15 .63 lakh. 

7.11. 6 Recovery performance 

As on 31 Match 1999, term loans amounting to Rs 412.80 crore 
(including interest) were outstanding from 5829 units. Of these. Rs 396.56 . 
crore (principal: Rs 86.32 crore; interest: Rs 310.24 crore) were overdue for 
recovery from 5314 units. The position of outstanding, amounts overdue and 
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Tar:,!l'IS for rl'l'O\ l'r~· 

of oH·nlm·s r•llll!l'd 
hl'hH'l'll -' and 10 
pa,.,.,,, onl~· of thl• 

1w1 n 'l'O\"l'rahk 
amounts durinl! 
I ')') -' -')'J 

recoveries effected during the period of 5 years ending l 998-99 was as 
follows: 

(Rs in 1:ron.:) 

l'arti1:ulars 1994-95 1995-96 1996-97 1997-98 1998-99 
I. Amount outstanding 337.07 384.07 441.82 469.U -02.HO 
2. Amuunl ovrrdue for rt'covery 
(a) Amount overdue at the 232. 13 270.34 343.D 402.27 452.80 

hq!inning of the year 
(h) Amount fallen due during 6 1.29 94.47 72.98 67.44 44.89 

the year 
( 1:) < irnss amount Jue for 293.42 364 .81 41 6.31 469.7 1 497.6') 

rccovel)' 
(J ) Amount rcs1:heJulcd/ (1-1 .'12'' 

Jcti:rred/adjusteJ m1J 
involved in w1its under 
possession 

(c) Net amount rc1:overahle 293.42 364.8 1 416.31 46 'J.71 -1"!>2 .77 
(c-J) 

J . T11rgt't for ruovrl')· 29.00 32.00 JO.OU IH.011 24.50 
4. Prr.·rnla£t' of rrco\'t'I')' to nd JO 9 7 4 6 

rN'O\'t'n&blt' amount. 
5. R1·ro\'t'I')' 11£alnst 
(a) <>Id Jues I J.65 12.61 I 0.48 13.53 J..j.(,7 

(h) Current years JcmanJ. 9.4J 8.87 3.56 :I J X 1.54 
Total 23.08 21.48 14.04 16.'JI .~(1 . 21 '1' 

6. Arnount in arrt•aars. 270.34 343.33 402.27 452.HO 396.56 
7. 1'1·n ·1·nlll£t' of rN'U\'t'I')' 

ae:iinst 
(a ) Net rci:overnhlc 8 6 3 -I 8 
(h) /\tTcars 6 5 -~ -~ 8 
(c) Tar!!et 80 67 -17 'J-1 148 
1J) Current \·car JcmanJ IS l) s 5 5 

lt would be seen from the above that the amounts overdue from the 
loanees have increased from Rs 232. l 3 crore in 1994-95 to Rs 452.80 crore in 
1998-99. an increase of 95 per cent. Further. targets for recovery of overdues 
ranged between only 1 and I 0 per cent of the net recoverable amounts during 
the period l 994-95 to 1998-99. While shortfall in achievements of targets 
during the period l 994-98 ranged b~tween 6 and 53 pa ce111. ·higher 
achievements during 1998-99 were due to receipt of Rs 20.55 crore from the 
Central Government under the Debt Relief Scheme. Poor recovery position 
indicated that due attention was not paid by the Corporatio n fo r recovery of its 
dues from the assisted units. The Management. however. att ributed (May 
1999) poor recovery performance and higher default to disturbances in the 
Valley lt was. however. seen in test-check that the default in rec~very of loan 
was also due to poor pre-disbursement appraisal viz. grant of loans against 
inadequate security. non-obtaining of collateral security. ineffective monitoring. 
inadequate post di sbursement inspection of the loanee units and delay in 
initiating action under Section 29 of the Act. ibid . 

,, 
. ,. This includes Rs 5.21 crore \\ai\ ed off under Debt Relief Scheme . 

Includes Rs 211.:'i:'i crore rccci,·cd on account of Debt Rel ief Scheme of Central 
Gon:rnment . 
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Poor monitoring and 
failure of the 
Corporation to 
conduct post 

.,disbursement 
ins11cction of units led 
to doubtful recovery of 
Rs 3.59 crore in 5 
cases 

7.11. 6.1 Poor monitoring and follow up 

The Corporation is required to inspect the assisted units at least once 
a year for ascertaining whether the loans given had been utilised for the 
specified purpose and within the specified peri:>d. Scrutiny of records, 
however, revealed that against the target of 1761 post-disbursement 
inspections, 1186 inspections only were conducted revealing a shortfall ranging 
between 11 and 80 per cent in 3 test-checked district offices of the 
Corporation during the period from 1993-94 to 1997-98. Failure to effectively 
monitor the progress of the units resulted in belated action by the Corporation 
under Section 29 of the Act and consequently it failed to recover its dues, as 
the unit holders had either closed down their units or had removed their 
mortgaged assets from the units without the knowledge of the Corporation. 
Due to poor monitoring of the units, recovery of Rs 3.59 crore became 
doubtful in the following test-checked cases: 

(a) Vardhman oil mills 

The Corporation disbursed (August 1983) a term loan of Rs 13.36 
lakh in favour of the firm against mortgage of its assets for setting up of an o il 
extraction unit at Kartholi , Bari-Brahamna, Jammu. The unit could not operate 
profitably and failed to adhere to the agreed schedule of repayments. However, 
on the request of the promoters, the Corporation approved change in the line 
of production of the unit and a new unit MIS Vardhaman Laminators was 
registered in November 199 1. Rescheduling of the loan and transfer of loan 
liability of Rs 20.41 lakh to the new establishment was also approved. The 
Corporation further allowed the promoters to sell the oil extraction machinery 
subject to depositing the sale proceeds thereof with the Corporation. Though 
the promoters disposed of the said machinery for Rs 3. 50 lakh, no amount was 
deposited with the Corporation .. nor did they set up the new project. 
Accordingly, a notice under Section 29 of the Act calling upon the promoters 
to liquidate the outstanding loan was issued in September 1996. The request of 
the promoters for rehabilitation of the unit was not accepted by the 
Corporation as the new project had not been set up by them. Due to continued 
default in repayment of dues, the Corporation issued auction notice (December 
1996) for sale of the remaining assets of the unit which evoked no response, 
with the result recovery of Rs I. 7 1 crore against the unit as on 3 1 March 1999 
could not be effected . 

Thus, failure of the Corporation to conduct post-disbursement 
inspection of the unit regularly, despite continued default and permitting it to 
sell o il extraction machinery without ensuring deposit of sale proceeds thereof 
resulted in d9ubtful recovery of Rs I. 7 1 crore. 
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(b) MIS Peizo Electricals 

The Corporation disbursed term loan of Rs 7.20 lakh in favour of the 
unit during February 1992 and February 1994 for manufacture of electric irons, 
washing machines and geysers. The term loan was to be repaid in 9 years after 
allowing moratorium of 18 months from the date of disbursement of first 
instalment. However, no post disbursement inspections of the unit were 
conducted for ensuring utilisation of the amount for the specified purpose. The 
unit did not adhere to the repayment schedule and requested for rescheduling 
of the loan and funding of working capital. The Corporation rescheduled the 
repayment of term Joan and released working capital of Rs I. 50 lakh to the unit 
in October 1995. 

In view of the continued default, an inspection of the unit was 
conducted in January 1996 which re.vealed that the unit was closed and no 
activity was being carried out in the premises. A further inspection (June 1996) 
revt:aled that the promoters had removed all items of plant and machinery from 
the premises. A FIR was lodged (June 1996) with the Police Department .who 
advised the Corporation to file civil suit against the defaulters. The civil suit 
had, however, been filed only in July 1998 after two years. 

Thus, due to ineffective/non-monitoring of the unit after disbursement 
of loan and delay in taking action and filing a suit against the unit, the recovery 
of Rs 21.58 lakh (principal: Rs 8.70 lakh; interest: Rs 12.88 lakh) as of30 June 
1999 was doubtful. 

(c) MIS Mengi Gases Pvt. Limited 

The Corporation disbursed a term loan of Rs 16.18 lakh to the unit 
during March 1988 to December 1989 for manufacture of carbon dioxide gas. 
Though the unit defaulted from the very beginning, it had not been inspected 
after December 1989. Recovery proceedings under Section 29 of the Act had 
been initiated only in October 1998 after a delay of 9 years. 

The Corporation had. however, been able to recover Rs 12.25 lakh 
from the unit during the period from Se.ptember 1989 to March 1994 which 
included adjustment from Central Investment Subsidy of Rs 10.83 lakh payable 
to the unit. The outstanding arrears stood at Rs 42.28 lakh (principal : Rs 15. 77 
lakh; interest Rs 26.51 lakh) as on 31 May 1999. Thus, due to poor post
disbursement monitoring/follow-up, the Corporation could not recover 
outstanding dues of Rs 42.28 lakh (October 1999). 

(d) MIS Lu.xmi Plastic Udyog 

The CNporation disbursed term loan of Rs 5. 62 lakh in .favour of the 
unit between May l Q86 to September 198 7. The loan, repayable in 16 half-
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Delay in initiatin~ 
penaJ action against 
defaulters resulted 
in non-reco,·er~· of 
Rs 2.29 crore in 5 
cases 

yearly instalments was secured by assignment of lease held rights of factory 
land and mortgage of fixed assets. The promoters of the unit, however, fo iled 
to implement the project and defaulted in repayment of loan. The Corporation 
issued a notice (February 1992) for taking over the assets of the unit. in 
response to which the firm deposited a sum of Rs ten thousand. No effective 
steps were taken thereafter by the Corporation except issue of notices to the 
promoters in January 1995, December 1995 and December 1997 which evoked 
no response. The progress of the unit had also not been monitored from June 
1985 to March 1990 by the Corporation. It had also not taken over assets of 
the unit for recovery of the outstanding amount of Rs 38.99 lakh (principal: Rs 
5.62 lakh; interest etc.: Rs 33.37 lakh) as of March 1999. 

Thus, failure of the Corporation to monitor the progress of the unit 
closely and take it over despite continued default resulted in non-recovery of 
Rs 38 .99 lakh. 

(e) MIS Submission Printers 

The Corporation sanctioned (November 1988) a term loan of Rs 
23.01 lakh in favour of the unit for setting up of a printing press, against which 
Rs 19.24 lakh were disbursed during the period from March 1989 to June 
1991. However, the unit defaulted in repayment of dues from the very 
beginning. Test-check revealed that the unit, initially set up at Court Road, 
Srinagar, was shifted (August 1989) by the promoters to industrial complex of 
SIDco· at Shalteng, Srinagar. The shifting of the unit was done without the 
approval of the Corporation. Further, the Corporation had not moni tored 
progress of the unit by obtaining statements of account or cond ucted 
inspection of the unit since its establishment despite continuous default in 
repayment of the loan by the unit . The SIDCO had informed the Corporation in 
June 1994 that the promoters had removed the mortgaged assets from the 
premises of the unit. Though the matter was brought (August 1994) to the 
notice of the General Manager, no action for recovery of outstanding dues had 
been taken (May 1999). 

Thus, due to failure of the Corporation to conduct post-disbursement 
monitoring of the unit, recovery of Rs 85 .07 lakh (principal: Rs 19.24 lakh. 
interest : Rs 65 .83 lakh) appeared remote. 

7.11.6.2 DPlay in initiating penal action 

Under Section 29 of the State Financial Corporations Act, 1951, 
where any Industrial concern which is under liability to the Financial 
Corporation under an agreement, makes any default in repayment of any loan 
or advance or any instalment thereof or otherwise fails to comply with the 

SIDCO State Industrial Development Corporation Limited 
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terms of the agreement, the Corporation shall have right to take over the 
management or possession or both of such concerns, as well as the right to 
transfer by way of lease or sale and realise the property pledged, mortgaged, 
hypothecated or assigned to the Corporation. Review of 5 cases revealed that 
the Corporation could not recover Rs 2.29 crore due to ineffective or delayed 
action of Management as di scussed below: 

(a) MIS Km.,1mir Carbon 

A term loan of Rs 5.50 lakh was disbursed to the unit during the 
period from April 1985 and March 1987. The unit defaulted in the repayment 
of the loan from the very beginning. During inspection (March 1991 ), the unit 
was found closed and the Corporation decided to initiate action under Section 
29 of the Act for recovery of the loan. However, notice under Section 29 was 
issued only in May 1997 after delay of 6 years due to failure of the concerned 
branch of the Corporation to act on the decision of its Head Office. Earl ier in 
April 1997, the Managing Director of the Corporation had directed that in case 
no response is received from promoters, action for the auction of the unit be 
initiated by May 1997. However, public notice for auction of the hypothecated 
property was issued in July 1998 only. Sale proceeds of Rs 5.18 lakh only were 
reali sed from the highest bidder in December 1998 against the total sum of Rs 
26.86 lakh recoverable from the borrower. 

Thus, due to delay on part of the Management in invoking the 
provisions of Section 29 of the Act, resulted in non-realisation of the 
outstanding dues amounting to Rs 21 .68 lakh. 

(b) MIS Mona Plastic Jmlustrie."i 

The Corporation released (October 1985) a term loan of Rs 7. 12 lakh 
in favour of the unit . The loan was repayable in 16 half Y¥rly instalments 
commencing from October 1987. Although the unit was funct ioning, it 
defaulted from the very beginning and did not adhere to repayment schedule. 
The Corporation, however. issued a demand notice belatedly after about 8 
years (August 1995) for repayment of outstanding. Notice under Section 29 of 
the Act for taking over the unit. because of default in repayment of Rs 42.25 
lakh (principal Rs 7.12 lakh: interest etc: Rs 35. l 3 lakh) as on September 1998, 
was issued in October 1998. No further follow-up action for taking over the 
unit had. however, been taken as of October 1999 for which no reasons were 
intimated/on record. 

(c) .HA l\'ew A..'ilwlw Enterpri.\·e.'i 

The Corporat ion released a term loan of Rs 2.13 lakh to the unit in 
December 198 1 for manufacture of conduit pipes. The unit started production 
in tne year 1983. but suffered losses from the beginning due to which it coul ~ 
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not adhere to the repayment schedule. Inspection of the unit in October 1984 
revealed that the unit had been closed. However, t he Corporation after a delay 
of 8 years, asked its district office in September 1992 to initiate action under 
Section 29 of the Act against the promoter. These instructions had not, 
however, been implemented up to May 1999 which resulted in non-recovery of 
Rs 19.92 lakh (principal: Rs 2.06 lakh; interest: Rs 17.86 lakh). 

(d) MIS Qadri Candle Industry 

The Corporation sanctioned a term loan of Rs 11 .27 lakh in favour of 
a unit for manufacture of wax candles and disbursed Rs l 0.67 lakh between 
October 1988 and April 1992. Although the unit started commercial 
production in November 1989, it defaulted in the repayment of loan. No post
disbursement inspection to monitor the working of the project had been 
conducted from time to time nor was action taken to recover the outstanding 
by recourse to Section 29 of the Act. 

Thus, failure to invoke provisions of Section 29 of the Act, by the 
Corporation resulted in doubtful recovery of Rs 45.82 lakh (p ri ncipal: Rs I 0.67 
lakh; interest: Rs 35.15 lakh) as of March 1999 pending against the unit 
holders. 

(e) MIS Man Enterprises 

The Corporation sanctioned a term loan of Rs l 0 lakh in December 
1984 and an additional loan of Rs 2.29 lakh in April 1986 in favour of a 
Kangan based partnership firm for setting up a stone crusher. Out of the 
sanctioned loan, Rs I 0.63 lakh were disbursed during April 1985 to June 1986. 
The unit was in default from the .. very beginning, though it was carrying out 
commercial production profitably. In response to a n(')tice calling upon the 
promoters to liquidate the outstanding amount, one of the partners of the unit 
requested the Corporat ion in August 1989 to take over the assets of the umt. 
The Corporation, however, did not initiate any action to invoke the provisions 
of Section 29 of the Act as of May 1999 with the result Rs 99.80 lakh 
(principal: Rs I 0.63 lakh: interest : Rs 89. 17 lakh) outstanding against the unit 
could not be recovered. 

Thus, inaction of the Corporation resulted in recovery of Rs 99.80 
lakh becoming doubtful as the promoters had, in the meanwhil e. left the Valley. 

7.11. 7 A sset da.'i.\·~fication 

In order to have a realistic view of the loans disbursed, the IDBI had 
issued (March 199 1) guidelines to all the SFCs to classify their loans into four 
groups dependi ng upon their chances of realisation . The classification of loans 
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Inability of the 
Corporation to 
recover its 
outstanding dues led 
to decrease in 
standard assets and 
increase in "loss" 
assets 

(Principal) made by the Corporation during the year 1993-94 to 1995-96, for 
which years accounts were finalised, was as follows: 

{Ru~es in crore) 
Assets 1993-94 1994-95 1995-96 

Standard• 37.72 14.43 10.32 
Sub-standard® 25.41 20.07 9.72 
Doubtful# 80.17 81.39 80.85 
Losss 42.82 60.66 66.36 

T otal 186. 12 176.55 167.25 

It would be seen from the above table that while standard assets 
decreased from Rs 37. 72 crore in 1993-94 to Rs 10.32 crore in 1995-96, the 
' loss' assets increased from Rs 42.82 crore to Rs 66.36 crore during the 
corresponding period which indicated inability on the part of the Management 
to recover its dues. Further, the heavy accumulation of sub-standard, doubtful 
and loss assets resulting from poor recovery of loans had been affecting the 
financial position adversely, because the Corporation had to make payments to 
financial institutions/banks without recovering the same from its loanees. 

7.11. 8 Recommendations 

There is a need for strengthening the appraisal system for assessing 
viability of the projects before providing financial assistance, speedy disposal of 
loan applications, obtaining of adequate security to safeguard financial interests 
of the Corporation and effectively monitoring the progress of the assisted units 
and recovery process. 

7.11. 9 The above points were referred to Government/Company m 
September 1999; reply had not been received (October 1999). 

Standard 
•sub-Standard 
•Doubtful 
s Loss 

Which do not carry more than nonnal risk. 
Loans in which no recovery made during last two years. 
Loans in which no recovery m<;ide during more than two to four years. 
Loans in which there is no chance of recovery 
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Jammu and Kashmir State Road Transport Corporation 

Highlights 

The Jammu and Kashmir State Road Transport Lorporation was 
established in 1976 for providing efficient, economic and regular tran.fiiport 
services in the State. Efficient material management and inventory control 
in a Road Transport Corporation strengthens maintenance of vehicle.fii and 
helps to keep maximum number of vehicles on road The management, 
however, largely failed in accomplishing this task. A data base for aues.fiiing 
requirement of material after taking replacement and augmentation 
programme of vehicles into account was not maintained Improper 
planning and piecemeal local purchases resulted in detention of vehicle ... in 
workshops for want of spares and repairs and consequent lo.n of revenue 
etc. Norms for con.fiiumption of diesel oil, engine oil and tyre.fii etc had not 
been revised/fixed despite upgradation of roads, improved technology and 
introduction of fuel efficient vehicles etc. 

• The material c~st per kilometer ranged between Rs 3.60 and Rs 4.49 
during 1994-95 to 1997-98 which was higher than th~ All India 
average of Rs 3.03 per kilometer in 1995-96. 

(Paragraph: 7.12.5) 

• The objective of purchasing material of good quality at economical/ 
competitive rates not achieved as local piecemeal purchases 
constituted 69 to 7 4 per cent of total purchases. 

(Paragraph: 7.12.6) 

· • Against the prescrib~.d consumption norm of 2.56 km to 4.81 per 
km/litre, the average distance covered per litre of fuel ranged between 
3.58 km and 3.67 km. Based on consumption of 3.67 kilometer per 
litre the consumption of diesel oil recorded an excess of 3.96 lakh litres 
valued at Rs 35.12 Jakh during 1995-96 to 1998-99. 

(Paragraph: 7.12. 7) 
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• Engine oil in the vehicles was changed before the standard run of 
18000 kilometers resulting in excess consumption of 26 thousand litres 
of oil valued at Rs 11.23 lakh during 1994-95 to 1998-99. 

(Paragraph: 7.12.8) . 

• Based on the minimum standard norm of 60000 :km run for each tyre, 
the excess consumption of tyres was 6379 va,ued at Rs 3. 98 crore 
during 1994-95 to t 998-99. 

(Paragraph: 7.12.9) 

• Stores valued at Rs 86.62 lakh bad not been utilised in different store 
depots for over 5 years ending March 1999 resulting in locking up of 
funds. 

(Paragraph: 7.12.10) 

• Failure to maintain adequate quantity of store, spares etc. resulted in 
detention or vehicles in workshops with consequential loss of potential 
revenue of Rs 11.74 crore on 1.93 lakh days. 

(Paragraph: 7.12.11) 

7.12.1 lntrot/uction 

The Jammu and Kashmir State Road Transport Corporation was 
established on I September 1976 with a view to promote an adequate, 
efficient. economical and co-ordinated system of road transport services in the 

' State. The Corporation had a fleet of 1177 vehicles (581 buses and 596 trucks) 
of which 787 vehicles (369 buses and 418 trucks) were on road as .of March 
1999. The Corporation was operating 12 depots, 8 workshops and 2 central 
stores for the maintenance, repairs. bo~y-building and procurement of stores 
etc . 

A substantial portion of the expenditure of Corporation is incurr~d on 
procurement of HSD oil and stores and spares including tyres, lubricating oils 
etc. The need for proper control on their acquisition, inspection, accounting, 
storage, consumption and periodical verification is, therefore, essential. 

7. I 2.2 Organi.~ational set-up 

The management of the Corporation is vested in a Board of Directors 
comprising 12 Directors including the Chairman (the Minister in-charge of 
transport) which carries out its functions through the Chief Executive 
(Managing Director) assisted by Financial Advisor and Chief Accounts Officer. 
The Corporation has a central purchase and store wing headed by a General 
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Purchases made 
generally against 
'vehicles off road' 
requirement 

Recommendations of 
the study group for 
streamlining the 
existing systems not 
implemented 

Manager, who is responsible for purchase of materials required by its various 
units. 

7.12.3 Audit coverage 

An appraisal of the material management and inventory control of the 
Corporation for five years up to 1998-99 was made during March-June 1999. 
Imp'>rtant points noticed during review of records are discussed in the 
succeeding paragraphs. 

7.12.4 Purchase procedures and systems 

The Corporation did not have any centralised system or a database for 
assessing requirement of material after taking into account replacement and 
augmentation programmes on the ba~is of past consumption. Purchases were 
generally made against 'vehicle off road' requirements and on the basis of 
information available in the log books of drivers and on their verbal reporting. 
This system could lead to erratic demand of store items and procurement of 
material in excess of actual requirement. Further, the advantages of bulk 
purchases, viz. economy and competitiveness of rates are not achieved. 
Appreciating the need for streamlining the system of material management, the 
Corporation engaged (July 1994) CIRTs Pune, at a cost of Rs 1.50 lakh, for 
conducting an in-depth study of the existing purchase and store systems and to 
identify the problem areas. Though the consultants submitted their report in 
February 1996, the recommendations made had not been implemented 
(October 1999). The Management stated (October 1999) that the 
recommendations were being studied to fit in with the requirement of the 
Corporation. 

7.12.5 Purchase of stores 

Purchase of store items are made by the Purchase and Stores Wing of 
the Corporation by (i) operating on rate contracts finalised by ASR TU#· with 
various supplying firms (ii) direct purchases from chassis manufacturers and 
(iii) from local markets. The year-wise expenditure incurred by the Corporation 
on purchase of High Speed Diesel Oil (HSD), lubricants and stores and spares 
along with material cost per kilometer during the period from 1994-95 to 
1997-98 was as under: 

s Central Institute of Road Transport 
" Association of State Road Transport Undertakings 
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Material cost per 
kilometer ranged 
between Rs 3.60 and 
Rs 4.49 during 1994-
95 to 1997-98 against 
All India average of 
Rs 3.03 per 
kilometer in 1995-96 

Particulars 
Material Cost: 
(i) HSD 
(ii) Lubricants 
(iii) Stores and Spares 

. Total material cost 
Total operating cost 
(i) Total distances 
covered (in lakh km.) 
(ii) Percentage of 
material cost to total 
operating cost. 
(iii) Material cost per 
Km (in rupees) 

3.72 3.60 3.87 4.49 

From the above table it would be observed that the percentage of 
material cost to total operating cost ranged between 21 and 23 during 1994-95 
to 1997-98. The expenditure on purchase of material per km. declined from Rs 
3. 72 in 1994-95 to Rs 3 .60 in 1995-96 and substantially increased to Rs 4.49 in 
1997-98 which was mainly due to hike in the prices of petroleum products. The 
material cost per kilometer during these years was, however, higher than that 
of All India average of Rs 2. 93 per kilometer during I 994-95 and Rs 3. 03 per 
kilometer in I 995-96. Reasons for higher material cost as compared to All 
-India average cost ~ad not been analysed. The possibility of the high material 
cost being due to uneconomical local purchases, higher consumption of fuel 
etc., as discussed in subsequent paras could not be ruled out. 

7.12.6 Local purchases 

The position of purchase of spares (excluding tyres and tubes) made 
by the Corporation from manufacturers and firms on ASR TU rate contract and 
locally for the four years ending 1998-99 was as under: 

Year 

1995-96 
1996-97 
1997-98 
1998-99 

Purchases from 
manufacturers/ 

ASRTU rate 
contracts 

0.39 
0.46 
0.59 
0.44 

Loca l purchases 

(Rupees in crore) 
1.11 
1.04 
1.40 
1.06 
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Total Percentage of local 
purchases to total 

purchases 

1.50 74 
1.50 69 
1.99 70 
1.50 71 



Economic and 
competitive purchase 
of material not 
ensured as local 
purchase constituted 
69 to 74 per cent of 
the total purchase 

Monetar~· limit of 
local 1>urchases 
exceeded 

A\·era~e distance 
covered per litre of 
fuel ranged between 
3.58 km and 3.67 km 
compared to All 
India a\1erage of 4.41 
km per litre 

Excess consumption 
of 3.96 lakh litres of 
diesel oil \'alued at 
Rs 35. 12 lakh during 
1995-96 to 1998-99 
noticed 

The purchase of spares from local market constituted 69 to 74 per 
cent of total purchase of spares during the 4 years up to 1998-99. According to 
the purchase manual of the Corporation, local purchases were to be made only 
in cases of extreme urgency. Local purchases made in piecemeal not only 
attracted higher rates than those of the manufacturers but also had a tendency 
to reduce the maintenance quality of the vehicles. On this being pointed out in 
audit, the Management stated (April 1999) that due to disturbed conditions in 
the Valley, the leading manufacturers of motor spare parts had stopped 
execution of supply orders, issued by the Corporation, necessitating purchases 
from the local market. The reply, however, was not tenable in view of the fact 
that the supplies from the outside firms could have been arranged either at 
Corporation' s Regional Office at Jammu or through its Liaison Officer located 
at Delhi . 

Further, with a view to avoiding situation of vehicles remaining otf
road or activities in the workshops getting held up for want of spares, the 
Corporation had authorised the stores sections to make emergency purchases 
in the local market up to a monetary limit of Rs 50000 per month which was 
raised to Rs I lakh and Rs I.SO lakh per month from July 1994 and December 
1996 respectively. In case of workshops, the works/depot managers were 
authorised to make local purchases up to a maximum limit of Rs 30000 per 
year. The purchases made from the local market as observed in audit in test
checked units/workshops, however, exceeded the prescribed limit by amounts 
varying between Rs IS thousand to Rs 52.20 lakh. Details of purchases made 
in excess of authorised limits are given in Appendix-20. The local purchase of 
stores in excess of delegated powers had not been got regularised. Thus, due to 
purchase of stores/materials locally in contravention of purchase manual and 
also in excess of delegated authority, the interest of the Corporation was not 
safeguarded. This also indicated inadequate stores management and poor 
internal control mechanism. 

7.12. 7 Con.'tumption of fuel 

The Corporation had fixed norms of diesel consumption at 2.56 km to 
4 .81 km per litre in November 1977 on the basis of type and make of vehicles 
and nature of route involved. The average distance covered per litre of fuel, 
however, during the period from 1995-96 to 1998-99 ranged between 3.58 km 
and 3.67 km against All India average of 4.41 km per litre for 1995-96. The 
norms of consumption had not been revised after November 1977 despite 
upgradation of roads, improved technology, introduction of fuel efficient 
vehicles and purchase of new vehicles by the Corporation during 1994-99 
under replacement and augmentation of fleet programme. Based even on the 
highest average consumption of 3.67 km per litre, the consumption should 
have been 290. 13 lakh litres of fuel (value Rs 26.06 crore) against actual 
consumption of 294.09 lakh litres (value Rs 26.41 crore) . This resulted in 
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A\'cragc 
consumption of 
cni,:im· oil per litr-c 
,·arit•d ht•hn·cn 28.& 
kmtoSIOkms 

Norms for 
consumption of 
cni,:inc oil not fiwd 

Engine oil was 

chani,:c ll hcforc 
standa rd run of 
18000 kms rcsultinJ! 
in excess 
cx11cnlliturc of Rs 
I 1.23 lakh 

excess consumption of 3.96 lakh litres (calculated at the highest average 
consumption) valued at Rs 35.12 lakh during 1995-96 to 1998-99. 

7. 12. 8 Con.-.umption of engine oil 

Engine oil is used for periodic top-up to maintain the oil level in 
vehicles. The table below indicates the engine oil consumed by the vehicles of 
two test-checked depots of Jammu region and average kilometers obtained per 
litre of engine oil during the period from 1994-95 to 1998-99. 

199.&-95 1995-% 1996-97 ; 1997-98 1998-99 
1'1-11 > I 1,,,J Pt-.1 l A>ad P~fl : 1A1ad 1'~1J) Load 1' ~1 J) Load 

Total distan.:.: N.-\ 16 .. l.l N~ 1 5.29 (>7.05 15 64 5KR1 17.Jll M .16 12.24 
1.:0 \'l!f l!d ( in 
l:ikh km.) 
Engin.: oil NA 41>7X N..\ 45 7X l J 1-11 50.H 129!<3 6 112 130"4 41 60 
.:on.~um.:d (in 
litr•"S) 
Distan...-.... p.:r NA .l-19 :'\..\ .l .l-1 51 0 J 11 45.l 2114 491 294 
litre of i:ngini: 
oil (in km.) 

The Corporation has not fi xed the norm of average consumption of 
engine oil per kilometer running of bus/truck. From the above table it would be 
observed that the a".erage consumption of engine oil varied from workshop to 
workshop and from year to year. The consumption ranged between 453 and 
51 0 km per litre of engine oil in respect of vehicles of Passenger Maintenance 
Depot. and between 284 km to 349 km in respect of vehicles of Truck Load 
Workshop. The Committee on Public Undertakings while discussing Paragraph 
7.7.5 of the Report of the Comptroller and Auditor General of India for the 
year 199 1-92 had recommended (January 1998) fi xing of norms by the 
Corporation for consumption of engine oil for top-up. However, these norms 
had not been fixed as of October 1999. The management stated (October 
1999) that norms could not be fi xed as the consumption of engine oil varied 
from vehicle to vehicle (old/new) and r~te to route (hilly/plain). The reasons 
are not , however. tenable as all these factors could have been kept in view 
while fixing norms of consumption. 

Engine oil is also to be changed after a run of 18000 kilometers. at the 
rate of 17 litres per vehicle as per norms. Test-check of the records of 3 
workshops: however. revealed that engine oil in the vehicles was changed 
before the standard run of 18000 ki lometers per vehicle resulting in excess 
consumption of 2b thousand litres of engine oil valued at Rs 11.23 lakh<t> 
during the 5 years up to 1998-99. The Management att ributed (October 1999) 

Passenger Maintenance Depot 
Tmck Load Workshop 
PMD workshop. Jammu. Load workshop. Jammu and Load workshop. Srinagar 
199.&-95: Rs 2.5.& lakh: 1995-96 : Rs 2 .29 lakh: 19%-97: Rs 3 .60 lakh: 1997-98: Rs 
2.77 lakh and 1998-99: Rs 0.03 lakh. 
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Excess consumption 
of 6379 tyres valued 
at Rs 3.98 crorc 
during 1994-99 

Stores of Rs 86.62 
lakh locked up for 
over 5 years 

the excess consumption to modification in model and design of engine, old 
machinery at central workshop and frequent changing of routes, etc. The reply 
is not, however, tenable as norms are fixed after taking all these factors into 
consideration. 

7. 12. 9 Excess consumption of tyres 

The Corporation had not fixed norms for consumption of new and 
retreaded tyres which was stated to be due to non-fixation of mileage for new 
and retreaded tyres by the manufacturers. As per tentative norm fixed by the 
General Manager (Mechanical), a new tyre was required to give an overall 
performance of 60000 to 90000 kilometers (including retreading), depending 
upon road conditions. The actual performance of tyres was, however, much 
less than the standard norms for each of the 5 years from 1994-95 to 1998-99 
resulting in excess consumption of tyres as indicated below: 

Particulars 1994-95 1995-96 1996-97 1997-98 1998-99 
Distance operated (in lakh 226.05 249.04 269.32 272.75 273.87 
km.) 
Number of tvres consumed 1810 1658 1660 1500 1903 
Perfonnance per tyre (in 12488 15021 16224 181 83 1439 1 
kilome ters) 
Number of tyres required as 377 415 449 455 456 
per minimum standard norms 
Excess consumption 1433 1243 1211 1045 1447 
A veragc procurement rate of 6040 6379 6698 6257 5892 
tvres (in rupee) 
Value of excess consumption 86.55 79.29 81.1 1 65.39 85.26 
(in lakh rupees) 

Based on the minimum standard norm of 60000 kilometers run for 
each tyre, the consumption of tyr~s during the 5 years vp to 1998-99 should 
have been 2152 tyres as against 8531 tyres consumed. The value of exc.ess 
consumption of 6379 tyres during the above five years amounted to Rs 3.9g 
crore. The Corporation had not analysed the reasons for low performance of 
tyres. 

7.12.10 Inventory Control 

Stores valued at Rs 86.62 lakh compnsmg spares (Rs 78.34 lakh) 
tyres/tubes (Rs 7.97 lakh) and batteries (Rs 31 thousand) purchased during the 
years prior to 1994-95, were lying unutilised in different store depots of the 
Corporation for the last 5 years ending March 1999. The Corporation had not 
conducted any review for identifying idle, ;ion-moving, slow moving, surplus 
and obsolete items of stores for which no reasons were intimated. Action had 
also not been taken to dispose of non-moving st~re items as of March 1999 
which resulted in locking up of funds of Rs 86.62 lakh for over 5 years besides, 
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Loss of potentiaJ 
revenue of Rs 11.74 
crore on 1.93 lakh 
days due to 
detention of vehicles 
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avoidable 
expenditure of 
Rs 31 lakh OD 

purchase of 
100 chassis 

unnecessary occupation of storage space and avoidable expenditure on their 
storage/handling, etc. The possibility of their deterioration due to prolonged 
storage could also not be ruled out. On this being pointed out in audit the 
Management stated (October 1999) that obsolete spares/items were being 
assessed for their disposal. Further developments were awaited. Following 
deficiencies in the management of inventory control were also noticed. 

(i) Minimum, maximum and reordering levels of individual items of store. 
spare etc. were not fixed in order to exercise better inventory control. 

(ii) The Corporation had not maintained any purchase day book and priced 
store ledger to secure agreement between quantity and value accounts for 
receipts, issues and balances of materials at the close of each month. The 
material purchased was entered directly in bin cards. 

(iii) No system had been evolved to obtain cash and personal security from the 
·persons entrusted with the custody and handling of stores or to insure the 
stores against theft, fire, etc. 

7.12.11 Detention of vehicles 

Absence of an effective inventory control system and failure to 
maintain adequate quantity of stores, spares, tyres, etc. resulted in detention of 
vehicles in the workshops with consequential loss of revenue to the 
Corporation. Test-check of records of 4 worksho.1?l' for the years 1994-95 to 
1998-99 revealed that vehicles were detained for repairs, replacement of 
assemblies and overhauling of engines in these workshops for periods ranging 
between 4 and l 028 days which resulted in loss of potential revenue of Rs 
11.74 crore· on l.93 lakh days during which the vehicles remained off-road. 
The Management attributed (April/October 1999) the detention of vehicles to 
paucity of funds due to which required quantity of stores, spares, tyres etc. 
could not be procured. However, steps for revival and maintenance of the 
targetted operative fleet level were stated to be underway. 

7.12.12 Other topics of interest 

(a) Extra expenditure on purchase of chassis 

A proposal for purchase of 100 chassis from TELCOx." at a cost of Rs 
4.02 crore was approved by the Corporation in April 1994. The purchases 
were to be financed from loans obtained from IDBI@ which were to be 

@ 

Central Workshop, Jammu Passenger Maintenance Depot, Jammu, Truck Load Workshop, 
Janunu and Passengers Maintenance Depot, Srinagar. 

Computed at an average revenue of Rs 509 to Rs 846 per vehicle day from 1995-96 to 1998-99. 
Tata Engineering and Locomotives Corporation. 
Industrial Development Bank of India 
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Fabrication work 
allotted to a firm 
having unsound 
financial resources 
and infrastructural 
capacity 

Loss of re,·enue of 
Rs 27.03 lakh due 
to delay in getting 
chassis fabricated 

guaranteed by the State Government and the Jammu and Kashmir Bank . The 
Corporation placed orders, belatedly, in September 1994 on the fi rm fo r supply 
of the chassis on the approved rate contract and approached the State 
Government/Jammu and Kashmir Bank tor providing guarantee and s~nction of 
co-acceptance bills limit in December 1994. The payment was, however. not 
released to the supplier up to February 1995 due to procedural delays in 
obtaining guarantees from the State Govemment/Jammu and Kashmir Bank. 
Meanwhile, the price of the chassis was increased (November 1994) to Rs 4 . 33 
crore by the supplier which resulted in incurring of an extra avoidable 
expenditure of Rs 31 lakh by the Corporation . The chassis were supplied by the 
firm during March-May 1995. Had the Corporation initiated the process of the 
purchase and obtaining guarantees in time, the expenditure of Rs 3 I lakh could 
have been avoided. 

(b) Loss of revenue due to improper planning 

(i) The Corporation entered into (February 1995) an agreement with a 
Jaipur based firm for fabrication of 41 bus bodies (A-class: 20; ordinary: 21) at 
a negotiated rate of Rs 2.36 lakh and Rs 2. 10 lakh each, respectively. The 
work wa.s allotted to the firm on the basis of its execution of similar works for 
Rajasthan State Road Transport Corporation despite the fact that the firm did 
not have a sound financial position and could only fabricate a maximum 
number of I 0 bodies in a month. The work was to be completed wi thin 6 
weeks in respect of A-class buses and within 31 days in respect of ordinary 
buses. Penalty at the rate of Rs 400 (from 1st to I 0th day), Rs 750 (from 11 th 
to 25th day) and Rs 1000 (after 25th day) per bus body was leviable for each 
day of delay. The chassis were handed over to the firm between March and 
June 1995. The firm, however, delivered only 22 buses up to October 1995 
The Board of Directors observed (November 1995) that the firm was not 
financially sound and did not have capacity to fabricate more than 10 bodies in 
a month. Accordingly, the period of delivery for the remaining 19 bodies was 
extended by two months from 7 November 1995. It was also decided to 
impose penalty for the delays after the buses were received back from the firm. 

The firm could not, however, complete the fabrication job even in the 
extended period ~nd delivered only 9 buses up to Jan~ary 1996 and the 
remaining 10 6uses between February and October 1998. The Corporation did 
not levy any penalty on the firm and released all payments due to it between 
March 1995 and August 1998. Thus, aJJotment of fabrication work to a firm 
having unsound financial resources and infrastructural capacity for fulfilling the 
contractual obligations resulted in inordinate delay ( 4522 vehicle days•) in 
getting the chassis fa!>ricated and loss of potential revenue of Rs 27.03 lakh 
based on average earning per vehicle/day"' . 

• 1995-96: 711 days: 1996-97: 2093 days: 1997-98: 1170 Q<tys and l 998-99: 5.tX days. 
1995-96: Rs 509: l 996-97: Rs 523: 1997-98: Rs. 669 and 1998-99: Rs 846. 
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Revenue loss of 
Rs 38.07 lakb 

(ii) The Corporation placed (June 1997) an order on a Jalandhar based 
firm for fabrication of 20-hi-tech bus bodies at the tendered rate of Rs 5.63 
lakh each, without finalising the design of the bodies. The buses were to be 
delivered within 80 days from the date of handing over of the chassis and 50 
per cent paym~n.t was also to be released to the firm in advance. Though all the 
chassis were sent for fabrication on 23 July 1997, advance payment of Rs 20 
lakh, representing 50 per cent cost of fabrication of only 7 chassis was released 
to the firm on 17 September 1997. Accordingly, the firm fabricated only 7 
buses (January 1998) as per their own design and stopped further fabrication 
on remaining 13 chassis for want of further advance payment. Meanwhile, the 
Corporation decided (December 1998) to construct district type bus bodies on 
the remaining 13 chass~s and asked the firm to fabricate the same instead of hi
tech bodies. The firm feclined the offer and the Corporation allotted (January 
1999) the work to ooother firm of Pathankot at a cost of Rs 2.12 lakh per 
bociy, after retrieving the chassis from the original firm. The Corporation could 
not, therefore, utilise these 13 buses for the period between January 1998 to 
December 1998 during which the chassis remained with the initial body builder, 
resulting in loss of 4745 vehicle days and consequential potential revenue loss 
of Rs 38.07 lakh. 

Thus, due to non-finalisation of designs and resultant delay in 
fabrication of bodies. the Corporation suffered a revenue-loss of Rs 38.07 lakh. 

(c) Outstanding imprest 

The Corporation advances funds to various officers and officials as 
imp~est for procurement of spares and other store items subject to rendition of 
accounts subsequently. The balance in the individual accounts of the imprest 
holders had not been carried forward from year to year. The aggregate 
outstanding against these officials of the Corporation at the end of March 1999 
(excluding out~tanding in Kashmir Division prior to April 1994 for . which 
informft!i\)n was not available) amounted to Rs 2.32 crore. Of the total 
outstanding, Rs 2.31 crore was outstanding against ·18 employees for more 
than 1 year but less than 3 years. The Corporation had not taken any steps fo r 
adjustment and recovery of the outstanding advances. Outstandings against 
some individuals at the end of March 1999, as worked out by audit, varied 
from Rs l thousand to Rs 1. 56 crore. Non-adjustment of the outstanding 
advances for unduly long periods is a grave financial impropriety which is 
fraught with the risk of irregularities remaining undetected. The Management 
stated (October 1999) that an amount of Rs 1.52 crore had been adjusted 
between April 1999 to September 1999 and 'that efforts were on to 
adjust/recover the remaining outstanding. 
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7.12.13 Recommendations 

There is a need for an integrated approach in assessing requirement of 
material after taking into account replacement and augmentation programmes. 
The situations of vehicles remaining 'off road' for want of spares should be 
avoided and norms for consumption of diesel oil, eng:ne oil, tyres fixed after 
taking into consideration the improved technology, introduction of fuel 
efficient vehicles and upgradation of roads. 

7.12.14 The above points were referred to the Government in July 1999; 
reply had not been received (November 1999). 
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Public Works Department 

(Jammu and Kashmir Projects Construction Corporation) 

-
Short payment of Sales Tax dues resulted in avoidable payment 

of interest of Rs 11.22 lakh. 

Under the provisions of the Jammu and Kashmir General Sales Tax 
Act, 1962 sales tax realised' by a registered dealer is to be deposited with the 
Government within one month of its realisation. The dealer is also required to 
furnish quarterly return within 30 days from the expiry of that quarter aJong 
with proof of having paid the tax due on that return. In case of default in 
payment of tax in time, the dealer is liable to pay interest on the unpaid tax 
from the date it was payable to the date of actual payment. 

A test-check (July 1999) of the records of JKPcc• limited revealed 
that the Company defaulted in timely remittance of sales tax of Rs I 0. 73 lakh 
on sale and consumption of goods/material during the accounting year 1991-
92. The Assessing Authority while assessing (June 1995) the dealer levied 
interest of ils 12.45 lakh for default in payment of sales tax amounting to Rs 
10.73 lakh in time. Consequently, the Company paid interest of Rs 11.22 lakh 
in August 1995 along with basic tax. ·The balance amount of Rs 1.23 lakh 
stood waived by the State Government under General Amnesty provided to 
defaulting tax payers in terms of orders dated 25 June 1999. 

On this being pointed out in audit (July 1999), the management stated 
(August 1999) that the delay in payment of tax was due to disturbed conditions 
in the valley. The reply of the Company was not, however, tenable as it had 
achieved a turnover of Rs 36.94 crore during 1991-92 compared to Rs 25.44 
crore in 1990-91. The delay in payment of sales tax had primarily occurred due 
to late receipt of information in Head office at Srinagar from sub units. Enquiry 
officers appointed (September 1995) by the Financial Controller of the 
Company to investigate the matter and fix responsibility had not submitted 
their reports nor had responsibility for departmental lapse been fixed (July 
1999). 

• JKPCC-Jammu and Kaslunir Projects Construction Corporation. 

232 



• 

Thus, poor control mechanism and inadequate Co-ordination between 
the sub-units and the Head office of the Company resulted in avoidablt 
payment of interest of Rs 11.22 lakh. 

Tourism Department 

7.14 Jammu and Kashmir Cable Car Corporation 

Failure of the Company to purchase water storage tanks after 
observing required purchase formalities and assessing immediate 
requirement resulted in loss of Rs 2.08 lakh and locking up of Rs 1.64 
lakh. 

With a view to providing sanitation and drinking water facilities for 
tourists and staff posted at Gulmarg and Kangdori, Managing Director Jammu 
and Kashmir State Cable Car Corporation Limited placed orders (October 
1989) for supply of corrugated cylindrical moulded polyethylene water storage 
tanks with a local firm at a cost of Rs 3. 73 lakh. The supply order was placed 
on the basis of dasti quotations, without inviting tenders and entering into an 
agreement with the supplier for safeguarding the interests of the Company. The 
firm supplied (October 1989) 17 tanks of varying capacity of which 8 tanks 
(value: Rs 2 .09 lakh) were installed at Gulmarg and Kangdori (four each) in 
open air, exposed to cold conditions, without providing protective 
sheds/covers, etc. The remaining 9 tanks (value: Rs 1.64 lakh) were lying 
unutilised as of September 1999. 

Test-check (November 1998) of the records of the Company revealed 
that 8 tanks fixed at Gulmarg and Kangdori were damaged during 
February/March 1990 due. to cold conditions. While action for obtaining 
replacement of the tanks damaged within 4-5 months of their purchase had not 
been made, the damaged tanks were auctioned in August 1990 as scrap and a 
nominal amount of Rs 1419 was realised as sale proceeds. Audit scrutiny 
further revealed that the purchases had been made by the Managing Director in 
excess of the delegated financial powers (Rs 2 lakh) and in absence of any 
budget provision. On being pointed in audit the Company stated that protective 
sheds could not be constructed due to eruption of militancy in the State. The 
reply is not tenable as instalation of water storage tanks in open under extreme 
cold conditions without protective sheds was not prudent and the conditions in 



the Valley during the period from October 1989 to February/March 1990 were 
relatively normal. Reasons for making purchase irregularly on dasti quotations. 
which is generally resorted to for making petty purchase under Rs I 000, were 
not intimated. 

Thus, failure of the Company to initially purchase water storage tanks 
after observing required purchase formalities/entering into proper agreement 
and making a realistic assessment of actual requirement, and their subsequent 
injudicious installation resulted in loss of Rs 2.08 lakh and locking up of Rs 
1.64 lakh for over nine years. Responsibility for the loss had not been fi xed and 
decision of the Government to whom the matter was reported (April 1993) 
belatedly by the Company was awaited. 

The matter was referred to the Government in May 1999; reply had 
not been received (October 1999). 

Injudicious use of wood cladding/paneling in Gandola station I, 
which was inconsistent with the designs/drawings recommended by the 
consultants, resulted in avoidable expenditure of Rs 9.50 lakh- besides 
compromising the safety of public. 

As per drawings and designs prepared by the RITES" in 1988, side 
cladding of Gandola stations (G-1 and G-Il) of the Cable Car Project, Gulmarg 
was to be done by using CGI Sheets, supported by steel frames and fitted with 
wooden doors and windows. However, the Company did not,adhere to these 
drawings and designs and decided (October 1989) to use deodar wood instead 
of CGI sheets and allotted the work to a local firm in October 1989, at Rs 
55.25 per Sft . (total estimated cost : Rs 17 lakh), fo r completion within three 
weeks . The firm completed the work in respect of G-1 station (except painting) 
in September 1990 and an amount of Rs 10. 75 lakh was released to it between 
November 1989 to September 1998, after withholding Rs 71 thousand on 
account of cost of painting. 

Director Fire Services, while inspecting (July 1991) fire fighting safety 
measures in the project observed that use of large quantity of wood in the 
station and high altitude and wind velocity at Gulmarg made the situation 
grave The work on G-H station was subsequently executed by the company 
itself at a cost of Rs 0.22 lakh as per drawings and designs of the consultants 

" Rail India 'l«:chnKal i1m.l.Economic S..:rvic..:s 
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using CGI sheets. Further in order to improve the aesthetic look of the station, 
wooden paneling from inside was provided in October 1999 at a cost of Rs 
I . 03 lakh bringing the total expenditure on cladding work of the station to Rs 
1.25 lakh, against Rs 10.75 lakh incurred on G-1 station. On this being pointed 
out in Audit (November 1998) the Managing. Director stated (January 1999) 
that the decision to go in for wood paneling was taken to avoid an ugly view at 
an internationally famous tourist spot. The reply is not, however, tenable as the 
decision to use wood in cladding/paneling was imprudent as it did not balance 
properly the aesthetic and public safety requirements. 

Audit scrutiny further revealed that penalty of Rs 1.60 lakh recoverable 
from the firm on account of delay in completion of the work, was not levied. 
Incidentally it was also observed that as per terms and conditions of allotment, 
the firm was entitled to receive 60 per cent of the estimated cost of work (Rs 
11.46 lakh) against bank guarantee and the remaining 40 per cent after 
completion of work. However, the firm was paid Rs 10.75 lakh against Rs 6.88 
lakh admissible, without obtaining bank guarantee and without the work having 
been completed by the firm. 

Thus injudicious decision to provide wood cladding/paneling in 
Gandola Station-I resulted in avoidable expenditure of Rs 9 .50 lakh (excluding 
cost of painting) besides compromising safety. 

The above matter was referred to Government in May 1999; reply had 
not been received (October 1999). 

Failure of the Company to enter into an agreement with the 
firm resulted in unfruitful/avoidable expenditure of Rs 23.10 lakh. 

With a view to providing accommodation to its staff posted at 
Gulrnarg, the Company decided (December 1989) to construct four pre
fabricated huts at Gulmarg through a Jammu based firm. Orders for supply and 
erection of the huts including execution of civil works were placed (January 
1990) with the firm at a total cost of Rs 23 .09 lakh for completion within 1-2 
months. However, neither were any terms of payment specified nor was any 
agreement entered into with the firm. 

In April 1990, the firm supplied material valued at Rs 19.52 lakh and 
requested for release of 90 per cent payment amounting to Rs 17.56 lakh there 
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against. The Company, however, released Rs 19. 70 lakh in April/May 1990; Rs 
0.18 lakh in excess . of cost of supplies for which no reasons were intimated. 
The firm, after receiving the payment refused to execute the civil works. 
Consequently, these civil works (excluding flooring) were allotted to two other 
local contractors and completed (January 1994) at a cost of Rs 5. 91 lakh. 
Following persistent requests of the Company, the original firm took up 
(August 1995) the erection work and after erecting one hut without its flooring 
and sanitary installatipns and two others partially, stopped the work (October 
1995) as the wooden panels supplied by it in April 1990, were damaged due to 
prolonged storage in open. No work was taken up by the firm in respect of the 
fourth hut. Efforts of the Company to get the balance work completed through 
Jammu and Kashmir Projects Construction Corporation (a Government 
Company) did not succeed (May 1998). However, the Company stated (June 
1999) that work on one of these huts had been completed and the hut made 
habitable. Meanwhile, the Company had paid Rs 3. 89 lakh during April 1990 to 
December 1995 as rent for providing accommodation to its staff posted at 
Gul~arg . 

On this being pointed out in Audit, the Company stated (November 
1998) that the matter had been referred (November 1997) to the Vigilance 
Department for investigation, the results of which were awaited (April 1999). 

Thus, due to failure of the Company to specify terms of payment .and 
execute an agreement with the firm, expenditure of Rs 19.21 lakh (worked on 
proportionate basis) incurred by the Company on 3 huts proved unfruitful and 
it had to incur avoidable expenditure of Rs 3.89 lakh on payment of rent. 

The matter was referred to Government in May 1999; reply had pot 
been received (October 1999). 
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Financial assistance to Local Bodies and Others 

8.1 General 

Autonomous Bodies and Authorities are set up to discharge generally 
non-commercial functions of public utility services. These Bodies/ Authorities 
by and large receive substantial financial assistance from Government. 
Government also provides financial assistance to other institutions such as 
those registered under the State Co-operative Societies Act, etc. to implement 
certain program.mes of the State Government. The grants are intended 
essentially for maintenance of educational institutions, construction and 
maintenance of charitable institutions, school and hospital buildings, 
improvement of roads and other communication faci lities under municipalities 
and local bodies. ~ 

During 1998-99 financial assistance of Rs 121. 85 crore was paid to 
various autonomous bodies against Rs 88.30 crore paid during 1997-98. 
Department-wise break-up of the amount paid during 1998-99 was as under : 

( R upccs in crore) 

S. No. Name of the department Amount 
I. Housing and Urban Development 77.46 
2. Education 29.38 
3. Agriculture 6.64 
4. Art and Culture 3. I I 
5. General Administration 1.53 
6. Animal Husbandry 1.08 
7. Others<I> 2.65 

Total: 121.85 

(a) Delay in furnishing of utilisation certificates 

The financial rules of Government require that where grants are given 
for specific purposes, certificates of utilisation should be obtained by the 
departmental officers from the grantees and after verification, these should be 
forwarded to Accountant General within 18 months from the date of sanction 
of grants unless specified otherwise. 

In respect of grants paid up to 1997-98, 7307 utilisation certificates 
for an aggregate amount of Rs 611.50 crore were in arrears as on 30 

Law and Justice: Rs 0.91 crore; Industries: Rs 0.87 crore; Medical and Public Health: Rs 0.44 
crore; Tourism: Rs 0.34 crore and Social Welfare : 0.09 crore. 
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September 1999. Department-wise break-up of certificates not received up to 
30 September 1998 in respect of grants paid during 1996-98 is given in 
Appendix-21 . In absence of utilisation certificates it was not clear as to how the 
departmental officers satisfied themselves, whether and to what extent 
recipients utilised the grants for the purposes for which these were paid. 

(b) Delay in submission of accounts 

In order to identify the institutions which attract audit under Sections 
14/ 15 of the Comptroller and Auditor General's (Duties Powers and 
Conditions of Service) Act, 1971, Government/Heads of Departments are 
required to furnish to Audit every year detailed information about the fina"cial 
assistance given to various institutions, the purpose for which such assistance 
was sanctioned and the total expenditure of the institutions. The details of 
defaulting departments which had not furnished information for 1997-98 and 
earlier years are given in Appendix-22. 

The particulars of Bodies/Authorities · ~whose annual accounts for 
1998-99 and earlier years were awaited are indicated in Appendix-23 . 

The status of submission of accounts by corporations and submission 
of Audit Reports thereon to the State Legislature as of September 1999 was as 
under: 

S.No Name of body 

1. 

2. 

Jammu and Kashmir 
State Road Transport 
Corporation 
Jammu and Kashmir 
State Financial 
Corporation 

8.2 Audit a"angement 

Year up to 
which 
accounts due 

1998-99 

1998-99 

Year up to Year up to 
which which 
accounts Audit 
submitted Report 

issued 
1996-97 1996-97 

1995-96 1995-9& 

Audit of only one organisation viz., Khadi and Village Industries 
Board falls under Section 19 (3) of Comptroller and Auditor General's (DPC) 
Act. 1971. Audit of accounts of the Board for the years 1995-96 to 1997-98 
(period entrusted) had not been conducted due to non-receipt of the accounts 
from the Body. Ladakh Autonomous Hill Development Council was 
established in 1995 and audit of the Council was to be entrusted to the 
Comptroller and Auditor General of India. The said entrustment for the period 
from its inception to 1998-99 is awaited (September 1999). 
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The audit of accounts of the following bodies had been entrusted to 
Comptroller and Auditor General under Section 20(1 ) of the C&AG's (DPC) 
Act, 1971 for different periods as detailed below: 

S.No Name of the body Period of entrustment Date of 
entrustment 

I. Sher-i-Kashmir University of 1995-96 to 1997-98 16 September 
Agricultural Sciences and 1999 
Technology. Srinagar 

2. Jammu and Kashmir Employees 1984-85 to 1989-90 16 September 
Provident Fund Organisation, 1999 
Srinagar 

The primary audit of local bodies viz., Jammu and Kashmir Co
operative Supply and Marketing Federation Limited and Municipalities. 
Srinagar and Jammu is conducted by the Registrar, Co-operative Societies and 
Finance Department respectively. 

8.3 Audit 111/der Section 14 

8.3.1 Overall results of audit of autonomous bodies 

Accounts for 1998-99 and earlier years were received from 12 
Bodies/ Authorities (Appendix-24). Audit of 6 Bodies/ Authorities was 
conducted as these attracted audit under Section 14 of the Comptroller and 
Auditor General' s (DPC) Act 1971 . Results of the audit of these 
Bodies/ Authorities are given in the paragraphs those follow. 

(i) Grants remainmg unutilised 

Out of total available grants of Rs 51 crore, grants aggregating Rs 
20.27 crore meant for developmental and educational purposes and 
implementation of beneficiary-oriented schemes remained unutilised with the 
following Bodies/ Authorities whose accounts were audited during 1998-99 for 
the years indicated against each. 

(Rupees in crore 
S.No Name of Body/Authority Year of account Amount 

unutilised 
I. Srinagar Development 1'. 11thority 1998-99 16.00 
2. Jammu and Kashmir .u..: ademy of Art, Culture 1997-98 1.50 

and Languages 
3. District Rural Development Agency Kathua 1997-98 0.38 
4. District Rural Development Agency Anantnag 1996-97 1.10 
5. Jammu University 1997-98 0.74 
6. Jammu and Kashmir Energy Development 1997-98 0.55 

Agency 

Total 20.27 
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No specific reasons for underutilisation of grants or non-refund 
thereof to the grant sanctioning authority were intimated. Sanction to carry 
forward of these unspent balances to following year was also not obtained by 
the Bodies/ Authorities concerned. 

(ii) Outstanding Advances 

Advances C!-ggregating Rs 94:96 lakh made by .:,the following 
Bodies/ Agencies to contractors/suppliers, various executing ag6nci~s and their 
employees, for various purposes were outstanding at the 'end of the year as 
indicated against each: 

S.No Name of body/authority Year Amount 
~Ru2ees in lakh) 

I. District Rural Development Agency. Kathua 1997-98 8.09 
2. District Rural Development Agency. 1996-97 15.05 

Anantnag 
3. Jammu University 1997-98 65.76 
4. J&K Energy Develo2m!'.nt Agency 1997-98 6.06 

Total 94".96 

Action taken by these B_odies/ Agencies for recovery/adjustment of 
these advances was not intimated (September 1999). 

(iii) Outstanding audit obseniations 

Audit observations on the accounts of Bodies/ Authorities are 
conveyed to them in the form of Audit Inspection Reports (AIRs) and copies 
thereof are endorsed to the Government/Body for taking necessary action for 
rectification of defects within a reasonable time. The status of AIRs issued up 
to December 1997 and outstanding at the end of March 1998 was as indicated 
below: 

HO 
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S.No Name of the body No of AIRs No of Earlies! 
paragraphs year from 

which 
out~tanding 

l. State Pollution Control Board 7 1987-88 
2. Jammu and Kashmir Sports 

Council. Srinagar 19 I '192-9] 
3. Jammu and Kashmir Social Welfare 

Advisory Board 5 J9 1%5-66 
4. Jammu and Kashmir Academy of 

Art Culture and Languages 2 9 1976-77 
5 . Jammu University J 47 1980-8 1 
6. District Rural Development 67 J20 197 1-72 

Agencies 
7. Desert D~velopment Agencies 8 78 1979-80 
8. Jammu Municipality 21 1995-96 
9. Jammu and Kashmir Housing 

Board, Jarnmu 25 1991-92 
10. lslamia College of Science and 

Commerce. Srinagar. 2 14 1981-82 
11. Jammu Urban Development Agency 2 8 199-t-95 
12. Jammu and Kashmir Co-operative 

Supply and Marketing Federation 4 199-t-95 
Ltd. 

13. Srinagar Development Authority 12 1998-99 
~ 14. Srinagar Municipality I 22 1996-97 

15. Kashmir University I 21 19%-97 
16. Jammu and Kashmir Energy 

Development· Agency. 
2 18 19%-97 

Total 99 664 
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Housing and Urban Development Department 

Highlights 

Srinagar Development Authority was constituted in 1971 for 
promoting anti .'iecuring planned development of the local area of the 
Srinagllr city. The Authority had, however, largely failed to achieve the 
objectii1e.'i of plannetl development of the area under its jurisdiction, mainly 
due to non-finalisation of Master Plan. Besides, the accountability of the 
investments made by the Government in the Authority was not ascertainable 
tlue to non-compilation of account.-. beyond 1980-81. The Authority did not 
have an adequate mechani.'im for recovery of licence fee, rent, etc. resulting 
in arrears in collection of re1•enue. Instances of execution of works in 
absence of appro11e1I plans anti unauthorised aUotment of shops resulting in 
wasteful expenditure and loss of revenue were also noticed. 

• Failure to finalise the Master Piao of Srin•P! 9tY;_, r~ult~ ' i~:"".. i,ls 
unplanned development besides, wasteful espt•dit~r~ ::of:Rs . 1.4;65)ia.JUt 
on preparation of draft plans and base m•ps. : ~ip.ration . G(:Jfl~ 
Master Plan ( 1995-2011) entrusted to Towlw ::,..•nitb!c:: bi-ganis•tio.'-:::iil 
March 1997 had not been finalised (i\ugostJ'991 ::'(;:-:O(' : .,; ··· 

(Paragraph: 8.4.4) 

• The Authority had not compiled its accounts bey:t:.id 1980·8.~: d;espit~ 
a-vailability of an accounts wiQg and hiring sttvices of a<finn: :Qt 
chartered accountants. Consfquently, financpal p«Jsition of/ :~'* 
Authority was not ascertainable. · ... , · ... <<' 

(Paragraph: 8.4.5.1) 

• Utilisation of available funds ranged between _21 -and 72 per cent only 
and unspent balance increased from Rs 1.65 -crore to Rs 16 crore 
during the years from 1994-95 to 1998-99. 

(Paragraph: 8.4.5.2) 

• Shortfall in realisation of revenue and capital receipts vis-a-vis budget 
estimates, during the years from 1994-95 to 1998-99, ranged between 
38 and 85 per cent and 23 and 59 per cent respectively. The shortfall 
was mainly due to oon-rttovery of arrean of rent aggi'egating Rs 3.64 
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(Paragraph: 8.4.6) 

~ilintri!t\lllil•l&11\I 
. ·.crnre.forover .3·years< ·:. ·.' .· · · '. ·· . =tr:=========r.':::}t=tt:::===::::.>> ,,, > ?i:·. :· 

(Paragraph: 8.4.7.1) 

;;; ;::•il~:E:t:::~~!E!~t•r.1~1::~1~~ 
(Paragraph: 8.4.7.2) 

8.4.1 Introduction 

For promoting and securing planned development of the local area of 
Srinagar city, Government constituted . in 1971 Srinagar Development 
Authority (here-in-after referred to as Authority) in pursuance of Section 3 ( l ) 
of the Jammu and Kashmir Development. Act, 1970. For achieving its 
objective, the Authority was empowered to: 

(i) acquire, hold, manage and dispose of land and other property; 

(ii) carry out building, engineering and other operations; 

(iii) execute works fur water supply, electricity, disposal of sewage and 

(iv) 

other services and amenities; and · 

do anything necessary or expedient for such development and for 
purpose incidental there to . 

8.4.2 Organistltional set-up 

Th~ Authority is managed by a body comprising 9 members including 
Chairman and a Vice-Chairman who are appointed by the Government. The 
day:-to-day functioning of the Authority is looked after by the Vice-Chairman 
who is assisted by various officers viz. Administrative Officer, Director Land 
Management, Senior Town Planner, Financial Advisor and Chief Accounts 
Officer and a Superintending Engineer who exercises supervision and control 
over an Engineering division headed by an Executive Engineer. 
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Wasteful 
expenditure of Rs 
14.65 lakh due to 
non-finalisation of 
the Master Plan 

Non-finalisation of 
the Master Plan 
affected planned 
development of the 
city and non
utilisation of land 
transferred to the 
Authorit~· 

8.4.3 Audit coverage 

The working of the Authority for the years from 1994-95 to 1998-99 
was reviewed in audit under Section 14 of the Comptroller and Auditor 
General ' s (Duties, Powers and Conditions of Service) Act, 1971, with 
reference to the records relating to land management, accounts and works 
executed, etc. during the period March-May 1999. Important points noticed 
during test-check are brought out in the succeeding paragraphs. 

8. 4. 4 Planning 

In terms of Section 7 of the Jammu and Kashmir Development Act, 
1970, the Authority was required to carry out civic survey of the local area 
and prepare a Master Plan for its development. The Master Plan ( 197 1-1 999) 
prepared by the Authority in I 971 was approved by the Government in June 
I 976. The plan was, revised (I 985) by the Authority at a cost of Rs 7 .65 lakh. 
The revised plan was, however, not adopted as it Jacked requisite base maps 
which were essential for preparation of land-use plan. These maps, prepared 
by Survey of India during 1985 at a cost of Rs 7 lakh were, however. 
misplaced for which a case was under investigation (August I 999) with the 
Vigilance Department. No further action had been taken to finalise the draft 
plan till 1997 by which time it had lost its value by way of facts and figures. 
rendering the expenditure of Rs 14. 65 lakh as wasteful. 

Preparation of Master Plan 1995-201 I was entrusted (March 1997) 
to Town Planning Organisation for completion at a cost of Rs 17.25 lakh 
within a period of six months. The draft plan, submitted (December 1998) by 
the Organisation had not been finalised (August I 999) as the methodology 
and scope adopted by the Town Planning Organisation was technically faulty 
and contained a number of deficiencies viz. as against the estimated spread of 
12348 hectares, it had been designed for 33388 hectares under urban use. and 
no separate urban land policy had been spelt out in the draft plan. Due to non
finalisation of Master Plan, the Zonal plans for land use could also not be 
prepared which, affected planned development of the city and non-utilisation 
of the land transferred to the Authority. The basis/rationale adopted in the 
selection/execution of works connected with the planned development of 
Srinagar City, in absence of any Master and Zonal Plans, .was not on record . 
Delay in finalisation and implementation of the Master Plan and Zonal plans 
was likely to result in increase in development costs, encourage 
encroachments on the State land and delay in providing improved services and 
amenities to the people. 

The Authority had also not undertaken the important activity of 
regulating construction activities in Srinagar local area, outside municipal 
limits for the last 26 years which resulted in unplanned and haphazard growth 

244 

.. 



I

I

I

i inthepcriptri:raliili-'iiSbesiclesencouragingencroachments'statelarrd
measurinc,f,fiA'rlrtti'luir"l5iakhsqft)uatu"datRs3crore'wasunderthe
unauthcrl:,eti clccui:alit.;1i 11f i{)1 persons in 9 localities/areas. No action had

been takerr lirr uvi|tiiltt ()l' the encroachments despite availability of a

. Building
. construction
' activities in the

area outside
;municiPal limits not

rtgulatcd for the

last 26 1'ears

Accounts beltlnd
i!)80-81 not
prepared

Accounting
procedures'

{inancial Po\ryers

and resPonsibilities
and checksl
controls to be

exereised not
preseniired

?8 to 79 Per aent a{

availabtc funds mot

utilised

lntermsoisection2lofJammuandKashmirDevelopmentAct
1970, the Autlici'ilv rs required to prepare annual accounts including the

balance sheet in e-onsuitaiion with the auditor to be appointed UV tl.'

Government. The "*ir,*o 
accounts of the Authority, together with the audit

report thereon is to be forwarded to the Government for being laid before

both the Houses of Legislature Test-check of the records revealed that

despite the Authoriiv lr"r?"g 
" 

full fledged accounts wing, it engaged a firm of

chartered accountants for preparatton of annual accounts for the last 25 years

(1971-96) and for.on"uio"n, internal audit which was to be completed by

December lgg7. The firm had, however, completed the accounts only up to

1980.81.Fornon-completionoftheremainingwork,theAuthoritYdecidedto
file a suit against the irrni. Meanwhile, finaliiation of accounts beyond 1980-

gl was in arrears as the Authority had not appointed.any other firm. As. a

result of non-finalisation of accounts, the financial position of the Authority

was not ascertainJle and accountability of investments made by the State

Government up to March 1999 coulld not ue ensured' Further' the Authority

hadnotprepared(Mayl999)theAccountingManualnorhadtheaccounting
procedures, financial po**ru-and responsibilities of various functionaries and

checks/controls to be exercised, been Brescribed despite directions (March

demolition squrad.

8.4.5 FinanctulPosition

8.4.5,1 Arresrs in compilation of accounts

1997) of the Board.

8"4.5"2 Reaeipts and expenditure

Tlae position of funds received by the Authority frorn the Government and

resources generated internally and expenditure incurred there against during

\9g4-95to 1998-99 u* ***ogi,g from subsidiary records, was as under.

{
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ear
ln crore

ofOpening
unspent
balance

Funds
received from

State
Government

Intemal
receiols

Tolal funds
available

Expendi-
ture closing

balance
total

expenditure
to total funds

available

1994-95
1995-96
1996-97
1997-98
1998-e9

2.60
1.65

2.5t
8.01.
13.3 8

0.59
1.53

5.95
7. t0
2.5t

2.80
2.00
2.23
4.07
4.37

5.99
5. I8
10.69
19.18
20.26

4.34
2.67
2.69
5.80
4.26

r.65
2.51
8.00
13.38
16.00

72

52
25

30
2l

Variation of Rs 0.99
crore betrrcen
hanlJ cash balances

Unspent clsh
balanccs not
invcsted judiciousll'

17.68 t5.47 19.76

The unspent balances, out of total available funds, increased from Rs
I.65 crore at the end of March lgg5 to Rs 16 crore at the end of March 1999.
Audit scrutiny revealed that underutilisation of available funds was mainly due
to failure of the Authority to conceive and implement Action plans for
planned development of the Srinagar city. underutilisation of the funds, thus,
affected the implementation and execution of the envisaged developmental
activities like, constraction/relocation of shopping complex and fruit markets,
construction of sports stadia, parking areas and removal/relocation of
slaughter houses, etc.

The Authority had not conducted reconciliation of its bank accounts
since inception. There was a variation of Rs 0.99 crore between balances as
per cash book and those reflected in the bank scrolls. Reasons for non-'
reconciliation of the balances were not intimated (September 1999) As per
the Act, ibid, the Government was to fix a ceiling for the amount to be kept in
the Current Account of the Authority. Test-check revealed that no such limit
had been fixed and huge balances, ranging between Rs 1.88 crore and Rs 5.64
crore had been kept in the Current Account between July l99g and March
1999 Had these balances been invested in high-yielding securities, additional
income by way of interest could have been generated.

8.4.6 Internalreceipts

The Authority, being a local body, was to be self financing.
Accordingly. it was to create and expand its own resource base besides,
devising and evolving an efiicient mechanism of levying and collection of
rent/duties promptly. The total receipts (Revenue and capital) of the
Authority vis-a-vis budget estimates for the years 1994-95 to lggg-99 were as ,.

under

Total

Irtcludcs dcposits rcccivcd tiom othtr agencies for exccution of'*,orks
Varration of Rs 4 I thousand betu,een closing balance ( I 996-97) and opening balance ( I 997-
9ll) sas not explained.

?
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Percentage
of shortfall
to Rudget

ShortfallActual receiPts
Budget estimates

ParticularsYear

38

23
0.08
0.65

0.13
2.19

0.21
2.84

Revenue1994-95
46

38
0.22
0.88

CI.26

1.43
0.48
2.31

Revenue1995-96
69

z8
0.53
0.64

0.24
1.64

0.7',7

2.28
Revenue1996-9',1 '74

43
1.09

2.21
0.39
2.95

1.48

5. t6
Revenue1991-98

85

59
t.25
4.26

0.22
2.92

1.4',7

7.18
Revenue1998-99

It would be observed from the above that targets of revenue

receipts fixed were not achieved in anY financial Year from 1994-9 5 to 1998-

of shortfall ranged between 38 and 85 in case of

23 and 59 of Capital receipts' The
between ln case

Shortfall in revenue

collection between

38 and ES P* cent

in revenue receiPts

and between 23 and

59 Per cent in

capital receiPts

Rupees-3.64 crore
outstanding on

account of rent'

99. The

Revenue
contributory

95

percentage

receipts and
audit were as under:

factors for shortfall as observed in

1

d

(a) Non-realisation of arrears of rent

The Authority derives a major portion of revenye from rent of

assets like shops'"u'l,i**t'"ti"' An- ;'ount o^f Rs' 3'64 crore was

outstanding on u""ot"'il;iffi a' on l1 Mur"t' 1999 aga\nst 1218 allottees'

of which Rs 1'77 :,o*;;; ".,ttt*ai'gTo'-,,ot" 
than 5 years' While an

amount of Rs 1.13 ;;;'i;;;;, *"r) r,iu, or,t,arrding against Government

and semi-Gout'nn'l''i' ritpun'n*"'fig allottees)' Rs 2'51 crore were

outstanding uguin'i-i20' private 
"#''- 

i;;;* in realisatioir of the

outstanding rent ;;mainty du. to'"iori.'oJt*utfon/reconciliation 
of

outstanding uurun"Jr]s;il;;, "ff."tirJ."* lt. 
enforcll of penal clauses

cancellation of alloiment and re-poss"r*i* "r 
the property bv the Authority

under the provrsr#; "g*"rJ", 
d"t;;fi ti" uttoittti t'ud not been

taken which *" ;;;ib;t'e bv the ou;;il ;o pt*uiring conditions in the

valley ffr" "onr",i,ion-;ffi;'Arth".i;;';,'liowever, 

not ienable as shortfall

in realisation of estimated revenue .ri*piiJ receipts showed an increasmg

trend rrom R' 0;;;;e to Rs s;;T;; ofi*s-the oeriod ree$-ee'

despite overall improvement in the grounJ situation pafticiarly after 1994-

ri

\
O) Allotruents of shops at reduced' premium

The Authority constructed 64 shops at New Marshaling Yard'

Batmaloo in teet ;;'1.;;;;i, zr os r"i.ttl"rt was decided to allot these

shopsto public 
";;;;'" "f 

n' t hil;'Rt 1'50 lakh per shop' rwentv

)"11

t



Revenue loss of Rs
33lakh

Rs 3.21 crore
locked up due to
non-allotment of
551 residentiatr plots

of these shops were proposed to be allotted to shopkeepers dislocated from
General Bus Stand, Batmalloo at a reduced premium ranging between Rs
10000 and Rs 12000 per shop. Test-check, however, reveared that out of64
shops, 36 shops were irregurarry allotted at a lower premium of Rs 10000 to
Rs 15000, to those shopkeepers who had not been dislocated from General
Bus stand. The remaining shops (2g) were, however, allotted (July i g94 to
February 1998) at a premium ranging between ns i.zs lakh and Rs 2.50
lakh. This resulted in an overall revenue loss of Rs 33 lakh to the Authority.
An amount of Rs r06l lakh by way of rent was arso outstanding against
these shopkeepers at the end of March 1999 on this being pointJa Jut in
audit, the Management stated (May 1999) that the shops had been allotted
unauthorisedly by the then Adrninistrative Officer and that the case had been
referred (February r9?4) to the vigilance organisation for probe, resurr of
which was awaited (september 1999). The ildanagement further observed
that recovery of outstancling rent would result In regularisation of the
allotment of these shops in favour of the allottees. the contention is,however, not correct as the arrears ofrent could be recovered after seeking
suitable legal advice for which no sueh action was taken.

{c} Non'recovery af premiwm and rentars for residentiar prots

(i) The Authority devero ped 3927 residential plots of different sizesduring the years lg78-gi at a total cost of Rs 22.g6 crore at the Bemina
F{ousing colony. of these, 3376 plots were ailotted and rernaining 55r plots ,
(a'erage cost: Rs 3.2r crore) hadnot been afiotted resurting in toJking up orRs 3.21 crore. Further, as per agreement entered into witrrthe alottees, theplots were to be ailott:d f."n receiving 50 per cent aostof the plots at thetime of allotment and the barance $0 jer cent) wasto be paid by ailottees in33 equal monthly instalments. A test-check of records of the Ar-rthority
revealed that Rs 27 "56 lakh representing balance sa jer cert casi of theplots was outstanding (March l9g9) uguinrt 070 allottees, in whose favourplots had been allotted between lggi-1993. Action taken to recover theoutstanding premium was not intirnated.

(ii) The Authority constructed 235 shops (cost not ascerrainabre) at g
locations in the- Srinagar city during ruay [laz to october rg97 It was,howeven, seen in audit that none of-the shops had been allotted as of fuIay1999 due to poor response f,rom the pubric resulting in ross of potentiarincome of R.s 3 70 crore (premium: Rs 2.g7 crore; nent: Rs 0"g3 crore).obvio'slv. the shops had been constructed without considering thezuitabilrty of the sits and ascertaining the demand which was indicative ofdefective pianning.

(iii) The area availabre at GeneraN Bus stand, Batmailoo arong with twobuildings was transferred to the Authority in February l9g7 The
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accommodation available in the two buildings was unauthdrisedly occupied
by various transport agencies, State Road Transport Corporation and police
Department. Besides, some peddrers were also carryirg out their trade
within the bus stand yard The Authority decided (January l9g9) to
regularise the need based accommodation requirement of the occupants and
get the accommodation in excess of actual requirements vacated. If was also
decided to register all the peddlers and recover rent from them at the rate of
Rs l0 per day. No action was, however, taken by the Authority to execute
lease deeds with the occupants or evict the unauihorised occupants. Based
on the minimum rent (Rs 2 per sft.per month prevalent in thd area) the
Authority suffered revenue loss of Rs 6l gg lakh up to March too9,.i\ides,
out of 440 peddlers, only l9 peddlers had been registered from whomxen\pf
Rs 7. I I lakh had not been recovere{ ps of March 1ggg.

8.4.7 Execution of worhs

8.4.7.1 unplonned and inegurar auotment and execution of
works

Execution of works was undertaken without any approved works
programme. Test-check of records revealed that 124 works for
env_ironmental improvement, development of colonies, shopping complexes,
parking areas/places, departmental buildings and other developmental'works
in the city were executed at the cost of Rs g.52 crore during the period
1989-98 without obtaining administrative approval and techniial sanction.
The works had been allotted to contractors without inviting tenders and
assessing the reasonableness/competitiveness of rates. As a result,
expenditure on these works was incurred in excess of allocations which
resulted in creation of undischarged liability of Rs 2.07 crarein respect of 97
works. of these, 59 works costing Rs 1.05 crore were regularised (March
1998) by the Board and 23 works costing Rs 39 93 lakh were .eferred to
vigilance organisation for probe, findings of rvhich were awaited
(september 1999). Similarly, works pertaining to the sninagar core Area
Development Project were also executed by the Authority during l9g9-90 to
1995-96 at a cost of Rs 7.09 crore, without obtaining administrative
approval/technicai sanction from the competent authority.

Test-check further revealed that with a view tc desilting 3 city
channels and clearing their embankrnents of encroachers {boatmin), th;
Government approved (A*gust 1994) deveropment of 1350 plots and
eonstruction of 40 shops at a cost of Rs 4.44 crore for allotment to the
boatrnen. An amount of Rs 3.?4 qrore was released bv the Govemrnent in
fuvour of, the Authority dLrring r Eg4-g5 for this purp*$s. The Authority
developed 842 plots at a cost of Rs i.r{i crore and eonstc*ueted 4t},h-pd;;

Revenue loss of Rs
68.99lakh

Developmental
works costing Rs
8.52 crore
undertaken without
inviting tenders and
obtaining
ad.ministrative
approval and
technical sanction

Rs 1"25 crore
locked up due to
non-allotmrnt of
plots/shops

'[

I

i.\

'Construction cost of shops was not availatrle
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to March 1996, of which only 534 plots and 6 shops were allotted. Physical

achievement was not commensurate with the expenditure as compared to the

estimated development cost of 1350 plots and 40 shops (Rs 4.44 crore)

reasons for which were not intimated. The remaining 308 plots and 34 shops

had not been allotted for which no reasons were intimated. Non-allotment of

the remaining plots/shops resulted in locking up of Rs 1.25 croreo for over 3

years besides non-achievement of the envisaged objectives fully.

Out of Rs 1.60 crore released by the Government, in anticipation of
approved project reports for execution of variotis projects/schemes during

the years from 1995-96 to 1998-99, Rs 47.05 lakh was diverted for

upgradation of surface roads, pucca/kuchu drains, manholes, etc. at

Fruitmandi, Parimpora. The expenditure was also incurred without obtaining

administrative approval and technical sanction and the balance (Rs 1.13

crore) was lying unutilised (September 1999)

Non-observance of codai provisions for taking up/execution of
rvorks resuiting in creation of liabilities and locking up/diversion of funds

indicated inadequate superv'isory controi mechanisrn and financial

indiscipiine in the Authority.

8.4.7.2 Construction af shopping complex

A self-financing shopping complex cornprising 88 shops and

estimated to cost R.s 30 iakh was approved (July 1990) for construction at

Doodganga. Though design cf the ccmplex had not been finalised, the work

u,,as allctted (Cctcber i991) ta eiglit contractors at a tendered cost of fi.s
,15.ti lakh. ,{t1er incurring ar, expenditure of lts i.31 crore Llp to
ft-rtinrlati*nl'olinih nqBel oniy, the constructian was stopped $EqZ) in view *f
enorm,trus il"lclease in f'cundatiorl c*st, and also due to iaek oi funcls.

Suhseqr-le*'r1)t, rXi,, S*ardujecided {1996'} tc euciii-n the site ofi.'as is wher*

cs' hasis i* a.vcid i:r{cr*aohfiient cf' ti:e s:ie. .t"cr-:crdingi;"', rhe site v''as

*dvertiseei {i';'j5j *l'ihe *-uth':rit3r witi: a n"iirumum xeserv'e pre;:aiurn oiF"s

3 i* e'r,-rr*, ivliici: ,:,as iar*r red*cei to Rs 2.4* crore. Sinq]e there was nc

response ti*m t!:e iuyers evefi at the redueeri prerniunl the Autl'iority

dscid*d {5,tarcri i9!}S} t,; raise grcund floor of rh* eompiex eumprising +4

shr,:ps i:t ari estinrat,',:Li e*st *l'Rs 46 la$ch with a p*tential *f generating

r"eve!1ue E;i Rs i.i,} crore as "Jrer:liumt and Rs ?.5-] iakh as an;:ual rent A
Seihi has*d finc wes engaged (D*cernher lEqS) ai a e*$t of Rs I iakh for

assessing t?re icad L,*aling capacitv of,ttae foundati*s, arrd cendition sun'ey of,

the prcp*seri eonsttr-istio-il. "Xh*ugh tl:e firm had recomrnended $onle

renledia! mea$ures a{ an esiinlated ccst of'Rs i0 lakil, s"te: furt}Ter ecticl"} ?ias

takei: iirer*after l"hus, unplanned exeeution CIf the wCIrk resulted in

unfruitfu! expenditune of Rs 1.39 crore. The basis on w!'rictr the Authority

" Workcd out propoflionallv and crclutling cost of constructions of 34 shops.

.Unfruitful
oxpenditure of Rs
1.39 crore due to
unplanned
construction of
shopping complex at
Doodganga
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allotted the work in absence of its technicar approval and the reasons as to
how an expenditure of Rs l.3l crore was incurred only up to plinth level
against total estimated cost of Rs 45.91 lakh could not be ascertained in
audit as the records were lying with the vigilance organisation (May lggg).
How the excess expenditure was met by the Authority could also not be
ascertained in absence ofrecords.

8.4.7.3 Construction of shops at Boatmen's colony

The Authority allotted (September lgg2) the work of construction
of 80 shops at Boatmen's colony, Bemina at an estimated cost of Rs 1g.40
lakh to a contractor. The' alrotment was done without obtaining
administrative approval and technical sanction. Test-check of the recordi
revealed that the contractor abandoned the work in August 1994 after
receiving payment of Rs 13.24lakh against the work u*orriing to Rs 3g.74
Iakh executed by him The undischarged liability of Rs 2s.50 lakh was
reportedly created on unauthorised additions and alterations made by the
contractor. The contractor had filed (August 1994) a suit for non-pay..nt
of the balance amount by the Authority. This indicated lack of effective
control by the Engineering wing of the Authority over construction activity.
Meanwhile, the investment of Rs 13.24 lakh continued to remain iocked up
(September 1999) and the objective of the construction of the shops *as
also not achieved.

8.4.7.4 Deposit works

Besides, execution of works connected with the development of
srinagar city, the Authority takes up works of Government deparlrnents and
other agencies against oent'per cErct advance payments of the estimated cost
*f the work. The Authority had not maintained any records of advances
a"eoeived fronn various departments, estiinated costs and the progress aqd
utitrisation of advances f,or eadh work. F{owever, test-check oiavailable
records revealed that the Autlaority had received Rs 9"67 crore tiorr 9
Goverffiment Depantment#organisations for execution of various works
,{gaimst tlds amq:uret ttre duthority }rad incurred an expenditure of Rs I I 4-i
cnore ending Mareh trgg9 on these works by diverting funds received frorn
otfier sourees. Eesides, imrportant eontrol records like cash book, works
rcgister, asset negister, register of advanees to supplierslstafi register of
allotment, terrden documents, materiatr-at-site accountu in respect of these
works though ealled for were not, produeed to audit, due to which the
aecounting and utilisation of these funds could not be venified in audit.

8.4.8 Au$tundingimprest/advances

under ftnasieiatr rules of the state Government, cash imprest up to a
maximum limit of Rs i000 is to be kept at the disposal of the subordinate

Locking up of Rs
r13.24 lakh due to
Iack cf control over
constmction
actil ities

Proper accounts for
deposit works not
maintainesi

I

f
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Imprest/temporary
advances
aggregating Rs

18.02lakh
outstanding against
116 ollicials

Physical verification
of stores not
conducted since
19E8-E9

Excess/
unauthorised issue

of stores valued at
Rs 1.12 crore
during 1986-94 not
recovered

Loss of Rs 5.64 lakh
due to setting of
3459 bags of cement

officers and the unspent balance, if 'any, is to be refunded immediately'

Advance payments are required to be rnade sparingly and adjustment of

recoveries thereof effected before the closure of the financial year. Test': i

check of records, however, revealed that imprest/advances paid by the

Authority to its employees were far in excess of the limits prescribed by the ;

State Government for its employees and an amount of Rs 18.02 lakh was

outstandirtg against 116 officials/agencies at the end of 1998-99' Out of this'

Rs 4.92 lakh were outstanding against 96 persons/offficials for periods

rangitrg botween I to 5 years. This includgd Rs 1.46 lakh against 3l officials

who stood transferred/relieved from the Authority'

8.4.9 Inventory control

(i) The Authority had not conducted physical verification of stores in

uny y.u. after its being set up, except during 1988-89. Non-conducting of

the physical verification of stores was fraught with the risk of

shortagis/excesses and misappropriation of stores remaining undetected'

The system of obtaining casl/personal security from the persons handling

stores was also not in vogue in the Authority.

(iD The Authority had not prescribed any monetary limit for stock

reserve for its Engineering Division for proper inventory control and

avoiding locking up of, funds in surplus purchases. Issue of material to

contractors was also not properly regulated as fresh material was issued

without rec.oval.la-djustment of the material previously issued. This had

resulted in excessrtfteuthorised issue of stores valued at Rs 1.12 crore to 28

contractors during the period 1986-1994-

(iiD The store records of the Authority were destroyed in a fire in

February 1993. Thereafter, six theft cases of store items were reported to the

Police between March 1993 and February 1995. The value of such stores

had neither been assessed nor any departmental enqtriry instituted tcr

investigate these cases for fixing responsibility therefor. Store records for the

period from'1993 to 1997 had alsb not been maintained.

(iv) Out of 5000 bags of cement lying in divisional store since

September 1994, 3459 bags of cement had got set, thus putting the

Aut\ority to a loss of Rs 5.64 lakh. Responsibility for purchase of eement in

excess of requirernent and failure to dispose of excess'cement in time for

avoiding the loss had not been fixed. Besides, 400 bags of, sement valued at

Rs 550ii issued on loan to PHE Ground Water and Frocurement Division,

Srinagar in August 1992 had not been recovered (September 1999) despite

lapse ofl over 7 years. Reasons for non-recovery were not intimated

{September 1992't

(") Friced store tredger had not been maintained. Similarly, advanee
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payment registers in respect of material purchased had also not been
maintained for exercising effective control over such payments and rnaterials
received thereagainst. In absence of this, balances, if any, outstandin{-t against
the suppliers were not ascertainable.

8.4.10 Monitoring and evduution

Schemes implemented by the Authority had neither been nrorritored
nor evaluated to assess their impact on development of the identified local
areas.

8.4.1 I Conclusion

The Authority should take up developmental and other works irr tlre
local area only after proper planning, bring its accounts up to date. prescribe
financial powers/responsibilities of its various functionaries and improve the
system of controls.

8.4.12 The above points were referred to the Government/Authoritv in
August 1999; reply has not been received (October 1999)
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Appendix-l

(Reference: Paragraph: 1.1 ; Page: I )

Part A. G$vernment Accounts

Structure of Government Accounts

Structure

The accounts of the State Government are kept in three parts (i) Consolidated

Fund, (ii) Contingency Fund and (iii) Public Account.

Part-l: Consolidated Fund
All receipts of the State Government from revenues, loans and recoveries of

loans go into the Consolidated Fund constituted under Article l15 of Constitution of
Jammu and Kashmir. All expenditure of the Government is incurred from this Fund

from which no amount can be withdrawn without authorisation from the State

Legislature. This part consists of two main divisions, namely, Revenue Account

(Revenue Receipts and Revenue Expenditure) and Capital Account (Capital Receipts,

Capital Expenditure, Public Debt and Loans etc.).

Part-ll. Contingency Fund
The Contingency Fund created under Article 116 of the Constitution of

Jammu and Kashmir is in the nature of an imprest placed at the disposal of the

Governor of the State to meet urgent unforeseen expenditure pending authofisation

from the State Legistature. Approval of the State Legislature is subsequlpntlyi,obtainerl

for such expenditure and for transfer of equivatent amount from the Consolidated

Fund to Contingency Fund. The colpus of this Fund Authorised by the tTegislature

during the yeat was Rs 40lakh.

Part-lll. Public Account
Receipts and disbursements in respect of small $avingA, providont funds,

deposits, reserve funds, suspense, remittances, etc., which dp ,not form part of the

Consolidated Fund, are accounted for in Public Account and atrnot subject to vote by

the State Legislature.

*"1

'"1
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ll. Form of Annual Accounts

The accounts of the State Government are prepared in two volumes viz'' the

Finance Accounts and the Appropriation Accounts' The Finance Accounts present the

details of all transactions pertaining to both receipts and expenditure under

appropriate classification in the Government accounts. The Appropriation Accounts'

present the details of expenditure by the State Government vis-a-vis the amounts

authorised by State Legislature in the budget grants. Any expenditure in excess of the

grants requires regularisation by the Legislature'
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l

Part B. List of Indices/ratios and basis for their calculation

(Referred to in paragraph: 1.11)

\

I

I

Indices/ratios Basis ofcalculation
Sustainability

Balance from the current revenue

Prirnary Deficit
lnterest Ratio

Capital Outlay Vs Capital receipts

Total tar receipts Vs GSDP
State tax receipts Vs GSDP

BCR

Capital Outlay

Capital receipts

Revenue Receipts minus all Plan grants (under Major
Head I 601 ) and Non-Plan revenue expenditure

Capital expenditure as per Statement No 2 of the
Finance Accounts

Internal Loans (net ofways and means advances ) *
Loans and advances from Government of India+ Net
recgipts from small savings, PF etc. + Repayments
received of loans advanced by the State Govermnent-
Loans advanced by the State Government.

Flexibility
-Balance tiom current revenue
-Capital repavments Vs Capital
borrorvings

Incomplete IloJects
-Total Tar Recerpts Vs GSDP
-Debt Vs GSDP

Capital Repayment

Capital Borrowings

State Tax Receipts

Total Tax Receipts

As above

Disbursements trnder major heads 6003 and 6004
minus repayments on accounts of Ways and Means
Advances/Overdraft under both the major heads

Addition under Major Heads 6003 & 6004 rninus
addrtion on accounts of Ways &. Meaus
advances/overdraft under both the ma.jor heads

Statement I of Finance Accounts

State Tax receipts plus State's share oflJnion Taxes

Vulncrability
-Rer,enuc l)etlcit
-Fiscal Detlcit
-Prrrnan' Detlcit Vs Fiscal Deflcit
Total outstanding guarantees
inciudrng letters of comfort Vs
total re\,erlue receipts ol the
Govenlncnt
A,ssets Vs Lrabilitres

Paragraph No I .9.6.2 of the Audit Report

Prirnarv Detlcit
Outstanding guarantees

Revenue Receipts

Assets and Liabilrties

Debt

Fiscal Deficit minus interest payments
Exhibit-lV

Exlibit-ll

Exhibit-I

Ilorrowings and other obligations at the end of the
vear (Statement No 17 'of the Finance Account)
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Appendix-2
(Reference: ParagraPhz 2.4.

Cases of unnecessary supplementary
1; Page:3l)

ln
Amount of

S.No Grant or ApproPriation

Original SuPPlementarY Actuat Saving
expenditure

1.
)
J,

4.
5.

6.

7
8
9

I

I-Revenuq (Voted)
I -General Administration
7-Education DePartment
lO-Law Department
l4-Revenue DeParunent
l7-Health and Medical Education
Department
l9.-Housing and Uftan
Development
2O-Tourism DePartment
2l-Forest Department
22-Irrigation and Flood Control
Department
23 -Public Health Engineering
Department
25-Labour Stationery and Printing
Department

2.81
10.59
6.15

9.45
14.94
ll.l0

92.02
618.84

19.35
129.41
290.73

50.66

2t.54
r 18.49
108.59

156.89

19 13

7.01
52.73
2.63
0.91

38.54

84.12
557.53

15.64
90.79

282.36

14.90
I 14. l4
103.64

14.91

I14.04
6.34

39.53
16.91

tr.26

10.89

2.59

44.06 17.86

0. r37;72 30.06

18.41 3.31

66.17 26.22

ll

12. 27-Hieher Education Department 81.28 I r.l t
Total-I 1706.93 151.22 1529.48 334.67

Il-Revenue (Charged)
9 -Parliamentary Affai4l 0.23 0.01 0.21 0.03l3

0.23 0.01 0.21 0.03Total-II

14.

t5.
16.

:,
18.

19.

20.
2t.
22.

tll-Capital (Voted)
2-Home Departntent
5-Ladakh Affairs
7 -Education DePartment
I 2-Agriculture and Rural
Developrnent Department
t 3-Anirnal Husbandry DePartment

l6-Publc Works
l7-Health and Medical Education
lS-Social Welfare
l9-Housing and Urban
Development
20-Tourism
2l-Forest Department
22-Inigation and Flood Control

9.09
149.03

3 1.12
19.82
69.29

0. l5
4 t.41

8.41
t.7l

22.62

8.80
52.43

39.59
70.06

4.42
5.04
4.59

25.00

24.8;
13.75
30.20

l.8l
140.46

17.09
0.53

48. l9

16.54
I1.64
36.02
0.08

13.23
32.61
30.43
64.86

7.43
49.98
22.44
21.00
43.71

8.83

19._s6

6'7.59
I1.73

23.
24.
25.
26. 25-Labour. Sh'. and

17.43
24.33
53.71
I1.78

7.94
6.8',7

49.90
0.03

TOTAI-III 556.{E 178.09 3i11.17 393.40

2263.61Total I+II+[I
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Appendix-3 
(Reference: Paragraph: 2.4. l; Page:32) 

Excessive supplementary grant/appropriation 
(Rupees in crorc) 

S.No Name of grant/Appropriation Am~unt of Grant/Appropriation 

I. 

2. 

3. 

.t. 

5. 

6. 

7. 

8. 

I-Revenue (Voted) 

2-Home Department 

12-Agriculture. Rural 

Development Department 

18-Social Welfare Department 

Total-I 

0-Revenue (Charged) 

I -General Department 

8-Finance Department 

I 0-Law Department 

Total-0 

ID-Capital (Voted) 

2-Home Department 

14-Revenue Department 

Total-m 

Total-I+D+m 

Original Supplementary Total 

554.17 121.31 675 .48 

166.53 50.96 217 . .t9 

62.34 7.27 69.61 

783.04 179.54 962.58 

2.D 0.48 2.81 

596.97 102.68 699.65 

4.73 2.06 6 .79 

604.03 105.22 709.25 

8.8 1 4.42 13.23 

1.29 1.84 3.13 

10.10 6.26 16.36 

1397.17 291.02 1688.19 
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Expcn- Sa,·ing 
diturc 

607.87 (17 .6 1 

191.12 26 .J7 

69 . .to 0 .21 

868.39 94.19 

2.50 0 .31 

664.74 14.9 1 

5.73 1.06 

672.97 36.28 

13.23 

3.13 

16.36 

1541.36 146.83 



Appendix-4 

(Reference: Paragraph: 2.4.1; Page:32) 
Savings exceeded 10 per cent of the grant and more than Rs 50 lakh 

(Ru sin crore) 

I-Revenue (Voted) 
1. 3-Planning and 

Development 
Department 

2. I I-Industries and 
Commerce 

3. 15-Food Supplies 
and Transport 

~. 16-Public Works 
Department 

5. 24-Estates. 
Hospitality and 
Protocol 

II-Capital (Voted) 
6. I-General 

Department 
7. 3-Planning and 

Development 
Department 

8. 4-Information 
Department 

9. 6-Power 
Development 
Department 

10. 9-ParliamcntaJy 
Affairs 

l l. II-Industries and 
Commerce 

12. IS-Food Supplies 
and Transport 

23.29 

81 .78 

68.57 

177.23 

4.07 

4.39 

84.26 

1.00 

273 .95 

3.40 

84.38 -

653.71 

8.05 

71.98 

8.93 

156.90 

2.18 

0.81 

155.07 

:52.58 

385.07 
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15.24 
(65) 

9.80 
(12) 

59.64 
(87) 

20.33 
( 11) 
1.89 

(46)' 

3.58 
(82) 

84.26 
(100) 

1.00 
(100) 

118.88 
(43) 

3.40 
(100) 
31.80 

(38) 
268.64 

(41) 



Appendix-5 
(Reference: Paragraph: 2.6.2; Page:33) 

Persistent savings of more than 10 per cent during last 3 years 
(Rupees in crore) 

S.No Name of Amount of saving 
grant/ appropriation (Percentage in brackets) 

1996-97 1997-98 1998-99 

I. Revenue-Voted 
I. 3-Planning and Development 15.16 91.09 15.24 

(67) (91) (65) 
2. 10-Law Department 6.46 1.81 6.34 

(24) (10) (29) 
3. IS-Food Supplies and Transport 64.19 78.48 59.64 

(90) (90) (87) 
4. 19-Housing and Urban Development 9.56 9.83 17.86 

(23) (21) (29) 
S. 23-Public Health Engineering 28.52 21.81 30.06 

(2S) (17) (18) 
II. Revenue-Char&ecl 
6. 9-Parliamentary Affairs 0.02 0.11 0.03 

(25) (54) (II) 
Ill. Capital-Voted 
7. 1- General Administration 20.34 3.35 3.58 

(96) (72) (82) 
8. 2-Home Department 12.29 15.68 13.23 

(83) (100) (100) 
9. 3-Planning and Development 8.18 162.61 84.26 

(100) (100) (100) 
10 4-lnformation Department 0.64 0.70 1.00 

(100). (82) (100) 
II S-Ladakh Affairs 21.82 32.27 32.61 

(54) (62) (57) 
12 7-Education Department 18.73 22.15 30.43 

(45) (47) (69) 
13 I I-Industries and Commerce Deptt. 9.42 11.94 31.80 

(17) (17) (38) 
14 12-Agriculture, Rural Development and 42.87 22.54 64.86 

Co-operatives Department (61) (29) (68) 
15 13-Animal Husbandry Deptt. 6.99 8.76 7.43 

(70) (77) (80) 
16 14-Revenue Department 2.47 3.09 3.13 

(100) (100) (100) 
17 IS-Food Supplies and Transport 176.83 178.13 ?68.43 

(32) (31) (41) 
18 17-Health and Medical Education 9.90 10.51 22.44 

(31) (31) (57) 
19 18-Social Welfare Department 10.91 20.39 20.99 

(98) (97) (98) 
20. 22-lrrigation and Flood Control 17.75 25.57 67.60 

(45) (40) 1(6S) 
21. 25-Labour, Stationery and Printing 17.72 12.72 11.73 

(99) (96) (99) 
22 27-Higher Education 11.85 16.21 10.33 

(97) (100) (100) 
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S.No 
1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

Appendix-6 
(Reference: Paragraph: 2.7.1; Page:33) 

Statement showing expenditure incurred without budget provisions 
(Rupees in lakh) 

Grant/Head of Account Amount 
I-General Administration Department 
6202-Loans for Education Sports, Art & Culture 
6210-Loans for Medical & Public Health 
640 I-Loans for Crop Husbandry 
6403-Loans for Animal Husbandry 
4-Information Department 
2220-Information & Publicity 
6-Power Development Department 
5056-Capital Outlay. on Inland Water Transport 
8-Finance Department 
6003-Internal Debt of State Gov~nment (Charged) 
2235-Social Security & Welfare 
6235-Loan for Social Security & Welfare 
11-Industries and Commerce Department 
2852-lndustries 
4860-Capital outlay on Consumer Industries 
4885-Capital outlay on Industries and Minerals 
12-Agriculture, Rural Development and Co-operatives 
Department 
2505-Rural Employment 
4236-Nutrition 
6435-Loans for Agriculture Programme 
13-Animal Husbandry Department 
2404-Dairy Development 
4403-Capital outlay on Animal Husbandry 
16-Public Works Department 
2217-Urban Development 
2215-Water supply sanitation 
3054-Roads and Buildings 
2059-Public Works 
2216-Housing 
5054-Capital outlay on Roads and Buildings 
4216-Capital outlay on Housing 
4215-Capital outlay on water supply and sanitation 
17-Health and Medical Education Department 
2211-Family Welfare 
2210-Medical and Pub I ic Health 
4210-Capital outlay on Medical and Public Health 
18-Social Welfare Department 
2235-Social Security & Welfare 

264 

20.69 
11 .58 
8.16 
0.63 

46.13 

49.42 

2202.83 
9.55 

48.12 

518.29 
11 .92 

125.00 

4.61 
33 .14 
60.00 

129.92 
3.36 

77.16 
276.44 

1.87 
8515.77 

34.51 
9584.93 

267.44 
738.48 

284.75 
1081.04 
421. 75 

2580.43 



11. 19-Housing and Urban Development Department 
22 17-Urban Development 58 .9 1 
42 16-Capital outlay on Housing 168.50 
42 17-Capital outlay on Urban Development 4576.04 
6217-Loans fo r Urban Development 15 .00 

12. 20-Tourism Department 
3452-Tourism 327. 78 

13. 21-Forest Department 
2406-Forestry and Wild Life 2660. 14 
4402-Capital outlay on Soil and Water Conservation 598.02 

14. 22-Irrigation and Flood Control Department 
2701-Major and Medium Irrigation 749.73 
2702-Minor Irrigation 3009. 11 
2711-Flood Control 425.97 

15. 23-Public Health Engineering Department 
2215-Water supply and sanitation 2471.26 
42 15-Capital outla~ on Water supply and sanitation 8058.27 

16. 25-Labour, Stationery and Printing Department 
2230-Labour and Employment 412.05 
2058-Stationery and Printing 1.55 

17. 26-Fisheries Department 
2405-Fisheries 163.27 

18. 27-Higher Education Department 
2205-Art and Culture 72.86 
2202-General Education 1060.04 
Total 51976.42 

2l5 



Appendix -7 

(Reference: Paragraph: 3.1.4.2 (a); Page:40) 
(A) Statement showing variation in unspent balances 

Year 

1993-94 
1994-95 
1995-96 
1996-97 
1997-98 
1998-99 

Actual unspent balance 

29.49 
24.94 
41.03 
50.98 
22.17 
17.26 
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(Rupees in crore) 
Unspent balance reported 
to Central Government 

28.35 
18.74 
33 .81 
41.36 
10.89 
5.50 



(B) Statement of expenditure reported to Central Government, expenditure as per certified accounts and expenditure , 
for which utilisation certificates were issued 
District Year Expenditure reported Actual Expenditure Amount for which utilisation Variation in reported expenditure 

certificates furnished Excess ( + Y Less( -) 

the MWS EAS the MWS EAS the MWS EAS the Yojna MWS EAS 
Yo·na Yo"na Yo·na 

Janunu 1994-95 452.04 453.96 NA NA NA (-) 1.92 
1995-96 316.76 469.87 321.46 - 459.33 355.83 NA NA (-)4.70 (+) 10.54 
1996-97 105.73 36.87 477.48 114.72 31.54 483.76 171.35 31.54 483.77 (-) 9 (+) 5.33 (-) 6.28 
1997-98 189.36 34.40 746.72 190.51 31.14 747.57 NA 31.14 950.41 (-)1. 15 (+) 3.26 (-.) 0.85 

Kathua 1994-95 237.53 334.39 - NA NA NA (-)96.86 
1995-96 222.49 26.14 206.56 - 27.33 136.72 21.46 26.14 (+)15.93 (-)1.19 
1996-97 63.93 15.73 181.85 NA 181.27 65.02 15.99 190.76 (-) 103. 11 (+) 0.58 

182.77 
1997-98 102.74 20.94 596.20 98.30 18.63 590.86 98.43 18.64 508.98 (+)4.44 (+) 2.31 (+)5.34 

Udhampur 1994-95 238.79 545.35 239.83 - 545.19 NA NA NA (-) 1.04 (+)0.16 
1995-96 2 15.25 816.50 223.28 - 823.47 91.25 NA 816.50 (-)8.03 (-)6.97 
1996-97 83.78 26.74 574.83 ' ""179. NA 589.90 169.52 NA 560.00 (-)69.06 (-)15.07 

58 
1997-98 139.10 27.89 1013.00 128.14 25.78 1023.73 NA 26.74 788.32 (+)10.% (+)2.11 (-)10.73 

Srinagar 1994-95 65.82 68.28 NA NA NA (-)2.46 
1995-96 80.35 144.65 79.11 NA NA NA (+)1.24 {+) 144.65 
1996-97 34.06 10.78 159.30 34.00 10.71 158.17 NA NA NA (+)0.06 (+)0.07 (+)1.13 
1997-98 60.48 6.28 338.0 1 60.95 6.28 336.72 60.47 NA NA (-)0.47 (+)1.29 

Pulwama 1994-95 263.48 259.J6 - NA NA NA (+)4.12 
1995-96 176.56 122.00 124.70 - 166.1 1 NA NA NA (+)51.86 (: )44.11 
1996-97 87.69 13.63 245.23 90.73 12.82 313.12 NA NA NA (-)3.04 (+)0.81 (~)67 . 89 
1997-98' 113.03 13.00 451.24 114.14 13.00 450.52 NA NA NA (-) I.II (+)0.72 

lncludes MWS. 
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Appcndix-8 
(Reference: Paragrapt,: 3.1.8.1; Page:46) 

Statement showing type/nature of works taken up 
Communications 

Year Scheme No of 
blocks 

No of 
works 

Bridle/tra
ctor roads 
and steps 

Foot Link roads Culverts 

1995-96 

1996-97 

1997-98 

1998-99 
(l/99) 
Total 

G.Total 

Khulls 

49 
14 
27 
l3 
81 
25 
39 
15 

196 
67 

263 

EAS 
JRY 
EAS 
JRY 
EAS 
JRY 
EAS 
JRY 
EAS 
JRY 

5 
9 
9 
lO 
9 
10 
8 
9 

Wells 

99 

16 
3 
42 
10 
12 
9 

169 
22 
191 

Water and soil conservation and 
afforestation 

Protection Land levelling 
works 

205 l 
10 76 

117 32 
18 32 

260 55 
43 5 
132 13 
25 1 
714 101 
% 114 
810 215 

1204 
524 
1134 
379 
1897 
647 
792 
308 
5027 
1858 
6885 

216 
81 
172 
83 

246 
148 
120 
65 

754 
377 
1131 

Minor Irrigation 

School 

WHf 

8 

4 

4 
9 
13 

Buildings 

Anganwadi 

bridges 

296 
85 

311 
37 

4 320 
48 

3 145 
19 

8 1072 
189 

8 1261 

Ponds/Bowlies 
diversion channels 

85 
84 
118 
73 
156 
14 l 
61 
47 

420 
345 
765 

Beneficiary 
oriented 

Buildings centres, common 
facility centres 

~ 

etc 
10 74 

8 
~o 61 

6 
35 98 212 

8 
21 59 

11 
86 292 212 

33 
86 325 212 

• Includes bath rooms. toilets, lanes/drains, playgrounds, passengers sheds etc. 
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IO 
19 
15 
8 
34 
16 
27 
19 
86 
62 
148 

Check-dams 

6 

7 
1 
8 

Other works• 

159 
138 
244 
105 
344 
203 
159 
97 
906 
543 
1449 



Appendix-9 
(Reference: Paragraph: 3.2.4.3 (i); Page:56) 

Statement showing cases in which detailed accounts had not been obtained 

S.No Name of Department/A2ency Amount Remarks 
(Rupees in Lakh) 

I. Mis Balmiar Lawrie & Co 40.00 Advanced on account of custom/excise 
New Delhi . duty on machinery/equipment in March 

1994. 
2. Mis Indian Pertochemical 26.74 Advance on account of cost of UVS 

Corporation, New Delhi . films in October 1994. 
3. Horticulture Information 1.26 Advanced for purchase of journals in 

Officer, Jammu. March 1998. 
4. Sh Bashir Shah 0 .26 Advanced on account of cost of 300 

District Horticulture olive plants & its carriage etc. in March 
Officer, Sopore 1998. 

5. M/s Research & Periodical 0 .97 Advance on account of cost of 
Organisation, New Delhi periodicals in March 1997. 

6. Mr. V .K. Gupta, 0 .60 Procurement of olive plants in March 
Dy. Director, Horticulture 1999. 

7. Jammu and Kashmir 2.00 For execution of works in Govindpora 
Projects Construction farm in March 1999. 
Corporation 

8. Joint Director, 25.02 Fabrication of Iron structures for 
Agriculture Engineering polygreen houses March I 999. 
Jam mu . 

. , 
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Appendix- I 0 
(Reference: Paragraph: 3.3.5. I (i); Page:73) 

Statement showing variation in the quantity of rice shown issued by Food and 
Supplies Department and that lifted by the Education Department 

Name of Period Quantity shown Quantity shown Variation 
block/zone issued by Food lifted by Excess(+) 

and Supplies Education Less(-) 
Department Department. 

(In Quintals} 
Bani & Lohi November 1995 400.30 374.89 (+) 25.41 
Mallahar to March 1996 
Chenani -do- 944.59 I 053 .82 (-) 109.23 
Goo I -do- 281 .94 310.35 (-)28.41 
Udhampur -do- 1237.40 1132.44 (+) 104.96 
Marh -do- 146.88 100.00 (+) 46.88 
Dansal -do- 114.03 240.39 (-) 126.36 
Amas 1996-97 836.57 748.26 (+) 88.3 1 
-do- 1997-98 697.20 588.30 (+) 108.90 
Chenani 1996-97 1479.91 1643.29 (-) 163.38 
-do- 1997-98 1399.33 1368 92 (+) 30.4 1 
Pouni 1996-97 469.88 387.59 (+) 82.29 
Du du 1996-97 317.65 256.12 (+) 6 1.53 
Basantgarh 

1997-98 588.39 488.22 (+) 100. 17 
Ramnagar 1996-97 439.37 376.62 (+) 62.75 

1997-98 989.96 1179.96 (-) 190.00 
District 1997-98 13157.05 13227.55 (-) 70.50 
Anantnag 
Majalta 1997-98 302. 13 567.00 (-) 264.87 
Panchari 1996-97 427.21 352.55 (+) 74.66 

1997-"98 442.79 338.95 (+) 103.84 
Reasi 1996-97 651.74 529.79 ~+} 121.95 
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Appendix -11 

(Reference: Paragraph: 3.4.7; Page:86) 

Details showing requirement of sale centres as per projected 

population and actually set up 

S .No District Projected Requirement Actual Excess(+) Percentage 
population sale of centres number of Shortfall (-) shortfall 

as per norms sale centres ct> 

Kashmir Province (In lakh) (In number) 

Anantnag 8.51 426 300 (-) 126 30 

2 Pulwama 5.17 259 190 (-) 69 27 

3 Srinagar 8.93 447 284 (-) 163 36 

4 Budgam 4.97 249 172 (-) 77 31 

5 Baramulla 8.61 431 294 (-) 137 32 

6 Kupwara 4.17 209 203 (-) 6 03 

Jammu Province 

- Jammu 12.08 604 749 (+) 145 

2 Udhampur 6.03 302 262 (-) 40 13 

3 Kathua 4.92 246 215 (-) 31 13 

4 Doda 5.25 263 398 (+) 135 

5 Poon ch 2.92 146 118 (-) 28 19 

6 Rajouri 4 .17 209 236 (+) 27 

As per records of District offices 
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Appendix-12 
(Reference: Paragraph: 3.5.4 (a); Page:95) 

Statement showing details of expenditure 1994-99 (Plan and Non Plan) under va1:ious components 

Year 

1994-95 Jammu 
Kashmir 
Total 

1995-96 Jar.mJU 
Kashmir 
Total 

1996-97 Jammu 
Kashmir 
Total 

1997-98 Jammu 
Kashmir 
Total 

1998-99 Jammu 
Kashmir 
Total 

0. Allocation 
Expenditure 

Di rcction and 
Administration 

Ao. Ell 

649.79 602.57 
458.42 435.76 

1108.21 1038.33 

768.87 764.42 
533.60 509.93 

1302.47 1274.35 

10 13.91 982.58 
689.74 672.87 

1703.65 1655.45 

131 4.44 . 11.36.86 
846.23 756.4 1 

2160.67 1893.27 

1888.88 1608.08 
87 1.84 835.99 

2760.72 2444.07 

I Drugs and Clothing and 
Instruments Beddfog 

A E A E 

262.7 1 246.45 14.70 14.65 
144.9 1 12Hi2 1-1.00 12 .~ 

407.62 371.07 28.70 27.09 

284.36 284.36 15.45 15.45 
206.48 203.45 17.75 17.75 
490.84 487.81 33.20 33.20 

330.67 33 1.67 17.75 17.75 
258.32 254.47 19.90 19.75 
588.99 586.14 37.65 37.50 

286.67 285.9 1 18.75 18.58 
278.05 273.0 1 21.00 20.65 
564.72 558.92 39.75 39.23 

376.85 331.6 1 21.06 19.29 
237.50 237.50 16.00 15.99 
614.35 569.11 37.06 35.28 

272 

Machinery and Diet Work.~ 

Equipment 

A E A E A E 
19.73 19.58 19.30 17.22 103 .24 174.75 
30.50 25.52 9.70 7.60 J(i .. UJ9 17 1 91 
51.23 45. 10 29.00 24.82 267.33 346.66 

24 .82 24.41 20.35 13.53 70. 99 92.41 
29.30 29.25 9.50 9.07 2 11.92 20(i.22 
54.12 53.66 29.85 22.60 282.91 298.63 

27.92 26.08 22.00 19.94 137.28 IUi.75 
34.00 32.88 9.00 8.52 299.33 323.55 
61.92 58.96 31.00 28.46 436.61 450.30 

30.31 26.98 23.00 2 1 31 181.56 155 56 
37.00 31. 15 12.00 11.99 297.97 395 .78 
67.31 58.13 35.00 33.30 479.53 551.34 

23.45 19.24 23.00 17.65 95.93 100.52 
27.00 25.99 11 .00 11 .00 243.13 22 1.70 
50.45 45.23 34.00 28.65 339.06 322.22 

1 Rupe"s in lakh) 
Total 

A E 
1069.47 I 075.22 
822.<>2 777 ~:' 

1892.09 1853.07 

11 84.84 1194.58 
I 008.55 1J75l17 
2193.39 2170.25 

1549..,53 1504.77 
1310.29 1312.04 
2859.82 2816.81 

1854.73 1645.20 
1492.25 1488.99 
3346.98 3134.18 

2429.17 2096.39 
1406.47 1348.17 
3835.64 3444.56 



• 

S.l'iu Name of f)ist rict 

I llospilal/Suh District 
llospital 

A. J am mu Pro\ inct'. 
I. ( iovt Gandhinagar 

1 lospital Janunu. 
2. District llospil31. Kathua 

Appendix-13 
(Reference: Paragraph: 3.5.5.2; Page:98) 

Statement of bed occupancy 

Sanctioned ,\ rtual I Exe<>.•(+)/ Percent age of occupancy wit h reforence h<•tb pru»i1lt·1I 
Bed' h<•ds Short(-)-

"""·id<·il 
1994-% 19%-% 1996-97 1997-911 I 99H-9<J 

(up to Nonmher 1998 to l\larch 1999) 

160 100 (·) 60 64 6 1 55 r.~ 4!< 

100 55 (-) 45 lk..:llnls nllt made availahk 44 r.7 
up Ill Fdiruarv I 9'Jl< llnlv 

3. llistri..:t llospita L l ldhampur I 200 IOO ( · ) 10() 72 67 !<4 !<') ~·) 

S.D. Hosoitals 
4. Sarwal ll ospital Jammu 30 J() Nil 7 10 10 10 1.1 

5. Sam ba JO 23 (-) 7 :\.\ 4J (11 !<7 74 

6. llishnah 30 10 (-) 20 Rcrnrds nlll made 60 20 20 
availahk up lo 
Scplcmhcr I 996 

7. .\khnllor 30 JO '.'i i 1.1 37 :w 53 .17 

I<. Ramgarh 30 12 (· ) I!< 1 ·pgraJcJ as Suh- ()1, tr1cl Hn~pllal " ·1th e ffect ~7 

''"m '.\ lar<h f 'l'JX 

9 . Sohanjana 30 IO (-) 20 I 0 pgra1kd as Suh· District 4 10 
Hospital in ~larch 19')5. 
R~..:llrds not maintain~d up Ill 
~ I nv 1')97 

10. l liranagar 30 I.~ ur l •l :\il 3!< 54 :\,\ 3!< 10 
Julv f 'J' IK 

fr1lm 
,\ugu."'t 

l ' J'J)\ 

11. llasohli 30 . 12 (·) I !< 50 33 50 40 5!< 

12. Billa war 30 15 Up to :"\ii 30 43 40 4:1 ,,~ 

June 1994 
.10 from 

Julv 1994 

13. Ch.:nani JO HJ (·) 20 :\.-\ . 70 RO 60 .1!J 

14. Ramna£ar 30 30 :\ii 73 77 73 (,7 77 
15. Rc:asi 30 JO :\i i 4 1 77 5:l 55 (12 
16. Katra JO 6 C·lH :\,\ :"\,\ NA J 2 

Records not maintained till I :\ovcmher I 'J97 

B. Kashmir Provint'e 
1. .1 . L.N . ~1. Hoispital 100 100 Records sei1~d hv Police Department from 1994-95 Ill )((, 

Kashmir 1997-9R. 
2. Distri•1 ll ospital 100 2() (·)RO (,(, 5J 46 62 72 

lludgam 

J. Distri,1 Ho~pita l 100 42 (·) 5R 24 22 24 24 24 
l'ulwama 

4. Distri,1 Hospital 100 115 ( +) 15 Records gutted in 6R RJ ')5 
. \nanlna1t lire . 

Sub- Di.stril't Jlospltab 

1. llijbehara JO 42 27 47 (1J 4!< 

22 (94-95) 
22 (95-96) 
25 (96-97) 

(97-98) 
JO (98-99) 

2. l'ampore 30 10 (· ) 20 (I 0p1tradc:d as S.D.H. in 97-9R :\ii !< 

27:1 



Appendix - 14 
(Reference: Paragraph: 7.2.1; Page: 196) 

Statement showing particulars of Capital, Loans/Equit)· receh·ed out of budget, other loans and loans outstanding as on 31 
March 1999 in reSJ>ect of Go,·ernment Com1,anies and StatutoQ· Corporations 

( Rlll>\!l.'S in lakh) 
S.No Sector and name Paid-up capital as at the end of the current year Equity/101ms Other" Loans outstanding at the close Debt 

of the Company/ receh·ed out of loans of 1998-99"' Equity ratio 
Corporation budget during the recei\'ed for 1998-99 

year during (prel·ious 
the vear year) 

State Central ! folding Others Total E4uity Loans Go\1. Others Total 
Go,·er- Go\'er- Compa-
nment nment nies 

(.-\) Go•·enunent 
Companies 
. \griculture and 
.-\llied Sector 

I. Jammu and Kaslunir 259.92 93.76 l\il Nil 353.68 \ii .J5.00 \ii IO.W.'J2 \ii 10.l'J.92 .I . I 
State :\gro Industries (3: I) 
O.:w lopment 
Corporation Limited 

2. Jammu and Kashmir 600.00 320.00 1'il \ ii 920.00 \ii \ii I M'JqO 27~ .. l(, 7•J7 I 2') X24l<.l15 •)· I 

State Uorti.:u ltural (!<I) 
Produce \ larketing 
and Pro.:essing C or-
porat ion Limited 
Secto r-l\ise Total 859.92 413.76 l\U NU 1273.68 :-;u 45.00 IH9.00 IJl5.2H 7'J7J .29 'JlHH.57 7: 1 
lndustn· Sector 

3. Jammu and Kashmir 1783.83 Nil Nil Nil 1783.83 \ ii 1599.00 \ii 11 560.8 1 llJOl 117 1251.4 4 l< 7 I 
Industries Limited 1!< 11 

"· Jammu and Kashmir 3 11.85 Nil l\il Nil 3 11 .85 \ ii \ ii 102.50 .J50. I .l -:l<.l<IJ .J'))( •) l 2 I 
Sma ll Scale t i 11 
Industries 
o.:, ·elopment 
Corporation Limited 

Includes bonds. debentures. deposits. etc. 
•
1
• Long-tenn loans only 
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A ,ppen d" IX- Ont • 14 (C d) 
S.No sector and name Paid-up capital as at the end of the current year Equity/loans Otherv Loans outstanding at the dose Debt 

of the received out of loans of 1998-99 Equity ratio 
Company/Cur- budget during the receh·ed for 1998-99 
poration year during (pre\'ious 

the year year) 
~ - Jammu and Kashmir 4477.64 Nil Nil Nil 4477.64 125.00 Nil Nil S.00 4848.00 4853.00 1:1 

Stale Industrial ( I : I) 
De\'e)opment 
Corporation Limited 

6. Himalayan Wool 136.50 Nil Nil Nil 136.50 Nil 86.86 Nil 517.43 260.60 778.03 6:1 
Combers Limited (5: I ) 

7. Tawi Scooters 80.40 Nil Nil Nil 80.40 Nil Nil Nil 80.77 Nil 80.77 1:1 
Limited (NA) 

Mctor-wise Total 6790.22 NU NU NU 6790.ll 125.00 1685.86 102.50 12614.14 6161.07 18775.21 3 :1 
Handloom and 
Handicrafts Sector 

8. Jammu and Kaslunir 316.90 Nil Nil Nil 3 16.90 10.00 200.00 176.59 1735.14 Nil 1735.14 5: 1 
Stat~ Handloom (5 :1) 
D.:wlopment 
Corporation Limited 

9. Jammu and Kaslunir 482.62 22.00 Nil Nil 504.62 50.00 163 .00 Nil 2152.67# Nil 2I 52.67 4:1 
Handicrafts (Sale and (4:1 ) 
Export) De\'elopment 
Corporation Limited 

10. Jammu and Kaslunir 40.00 Nil Nil Nil 40.00 40.00 Nil .Nil 11 9.00 82. 16 20 1.16 5:1 
Stat.: Handloom (N.-\) 
Handicrafts Raw 
l'.latcrial Supplies 
Organisation Limited 
(a subsidiary of 
Himala\'an Wool 
Comb.;s Limited) 

Mctor-wise Total 839.52 22.00 NU NU 861.52 100.00 363.00 176.59 4006.81 82.16 4088.97 5:1 
MJnlnr Mctor 

I I. Jammu and Kaslunir 800.00 Nil Nil Nil 800.00 Nil 808.82 Nil 6306.07 683.56 6989.63 9:1 
Minerals Limited (8:1) 

Sfctor-wise Total 800.00 NU Nil Nil 800.00 Nil 808.82 Nil 6306.07 683.56 6989.63 8:1 

Includes bonds. debentures, deposits. et.c. 
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A • 1me n d" I X -1 o n t • 4 (C d ) 
S.No Secto r a nd name Paid-up capita l as at the e nd of the cur ren t year Equity/loans 

of t he 
C om p any/Cor-
p o r a tion 

Construction Sector 
12. Jammu and Kashmir 152.50 Nil Nil 

Projects Construction 
Corooration Limited 
Sector -wise Total 152.50 Nil Nil 
Development of 
Economically 
weaker Sections 
Sector 

13. Jammu and Kashmir 509.00 524.05 Nil 
Scheduled Casts, 
Scheduled Tribes and 
Other Backward 
Classes De\'elopment 
Corp0ration Limited 

14. Jammu and Kashmir 161.53"' Nil Nil 
State Women 
De\'elopment 
Corp0ration Limited 
Sector-wise Total 670:53 524.05 NU 
Cement Sector 

15. Jammu and Kashmir 1499.67 Nil Nil 
Cements Limited 
Sector-wise Total 1499.69 NU NU 
T ourism Sector 

16. Jammu and Kashmir 19 12.83'" Nil Nil 
State Tourism 
Development 
Coroorat ion Limited 

· Includes bonds, debentures, deposits. etc. 
"' Includes Rs 25 thousand invested in 1997-98 but adjusted in 1998-99. 
"' Includes Rs 3.12 crore invested in 1997-98 but adjusted in 1998-99. 

r e cei\'ed out of 
budget during the 
yea r 

Nil 152.50 Nil Nil 

Nil 152.50 . Nil Nil 

Nil 1033 .05 10.00 N il 

Nil 16 1.53 S.00 Nil 

NU 1194.58 15.00 NU 

Nil 1499.67 Nil Nil 

NU 1499.67 Nil Nil 

Nil 19 12.83 42.SO Nil 

276 

Othe r v Loa ns outstanding at the close De bt 

loa ns of 1998-99 Equity r atio 

rece ive d for 1998-99 
du ring (pre\'ious 

the vea r year) 

Nil 30.00 Nil 30.00 0.2:1 
(NA) 

Nil 30.00 Nil 30.00 0.2:1 

Nil Nil 627.52 627.52 0.6 :1 
(0.4:1) 

102.70 Nil 67.36 67.36 0.4:1 
(0.3: 1) 

102.70 NU . 694.88 694.88 C.6:1 

Nil 3 17.22 I S 13.74 1830.96 I: 1 
I <I :1) 

Nil 317.22 1513.74 1830.96 I :I 

I 
69.00 426.00 107.00 533.00 0.3 :1 

(0.3 :1) 



A .1>1>cn d' U (C IX-. one Id ) 
S.No Sector a nd name Paid-up i:apital as at the end of the current year Equity/loans Otherv Loans outstanding at the close Debt 

of the received out of loans of 1998-99 Equity ratio 
Company/Car- budget during the received for 1998-99 
po ration year during (pre,·ious 

the year year) 
17. Jammu and Kashmir 2440. 12 Nil Nil Nil 2440.12 8.00 Nil Nil Nil Nil Nil 

State Cable Car 
Corporation Limited 

Sector-wise Total 4352.95 NU NII NII 4352.95 50.50 NII 69.00 426.00 107.00 533.00 
Po.,.·e r Sector 

18. Jammu and Kashmir Nil Nil Nil Nil Nil Nil Nil 8645.04 Nil NA Nil 
State Power 
Development 
Corporation Limited 

Sector-"lise TotaJ NII NU NII NU NII Nil NII 86.$5.04 NU Nil NU 

Finance Sector 
19. fanunu and Kashmir 2577.53 Nil Ni l 2206.39 4783.92 Nil Ni l Nil Nil 20930.63 20930.63 4:1 

Bank Limited {NA) 

Secto r-"lise Total 2577.53 NU NII 2206.39 4783.92 NU NU NU NU 20930.63 20930.63 4:1 
Total (A) (All 185.$2.8.$ 959.81 NII 2206.39 21709.0.$ 290.50 2902.68 928".8.J 25015.52 381"6.33 63161.85 3:1 
Go,·enunent 
Companies) 

(B) Statuto~· 

Corporations 

T ransoort Sector 
I. Jammu and Kashmir 81 11.55 1501.09 Nil Nil 96 12.64 525.00 2004.00 Nil 15150.58 1224.91 16375.49 2:1 

State Road Transport (I: I ) 
Corporation. 

Sector-"lise Total 8111.55 1501.09 NII NU 9612.6" 525.00 200.$.00 NU 15150.58 1224.91 16375.49 2:1 

Flnancln2 Secto r 
2. Jammu and Kashmir 4267.40 2092.40 Nil 19.9 1 6379.7 1 Nil Nil Nil 26.03 5035.21 5061.24 1:1 

State Financial ( I : I ) 
CorDOrntion Limited 

Sector-"lise TotaJ .$26.7.40 2092.40 NII 19.91 6379.71 NU NU NU 26-03 5035.21 5061.24 1: 1 
Total (8 ) ( AU 12378.95 3593.49 NU 19.91 15992.35 525.00 2004.00 NU 15176.61 6260.12 21436.73 1:-1 
Sector "lise 
Statuto n · 
Corpora'tlons). 

r Grand Total (..\ + 8 ) 30921.79 4553.30 ~II 2226.30 37701.39 815.50 .$906.68 928".8.J .$0192.13 44406 . .$5 84598.58 2:1 

N<>te: Except in respe,·t <>f Ja mmu and Kashnur Bani. I imited "l11d1 lin:ihsed its a,·,-.mnts for 1998-99. figures are prn\"is i<>nal as gi,·en hy companies and corporations. 

· lny ludes b<>nds. debentures. der<>sits. et.:. 
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S.No Sedor and 

-"Ch< 
c _ ..,., 
c--

(A) Go•·emment 
C omnanles 
Agriculture 
and allltd 
Sector 

I J&K State 
Agro 
Industries 
Development 
Corporation 
Limited 

, J&K State 
Horticultu ral 
Produce 
l\larketing 
and 
Processing 
Corporation 
Limited 
Sector- wise 
Total 
lnilustry 
Sector 

3. J&K 
Industries 
Limited 

-1. J&KSmall 
Seal< lndustri<S 
D<\-.lopm<nt 
Corporation 
Limit<d 

5. J.lK Stal< 
lndusuial °"'" 
Corporation 
Ltd. 

6 Himalavan 
\\'ool 
Combers 
Limited. 

7 Tawi 
Scoot~rs 

L1m1tcd 
Se-cto r~"·ise 

Total 

Appendix 15 
(Reference: Par~graph: 7.2.1; Page:l96) 

Summarised financial results of GoYernment Companies and Statutory Corporations for the latest year for 
which accounts were finalised. 

(RUP<!O:S in lakh) 
Naimor D111ol Porlod of \"oar In Not Netlmplld Pal4-up A<nmUlaled Caplllll Total Peraatac•ot Arrnr•" Stahuoldw 
lht ID<or- Accounts .. 111cb prolll(+)I of A•dlt caplbl prollt (+)llo11 ...,.., .... ............ C.Cal ............ att0Uld1 In c -p•ny/Cor 
0.,.111- pond on auounts Lon(-) -· (-) capllal ... , .... """'" ,..,.uon. .... , llaallttd 

_ ....... __ ....... 
nan 

Agri- 30 January 1982-83 1998-99 ( -) 25. 16 Nil 195 76 {-)1-15.20 13-1.60 (-)2-1 17 (-)17 96 16 \\'orl(lng 
culture 1970 company 
Produ-
ction 

-do- IOApril 1990-91 1998-99 (-)-15-1. 19 Nil 920.00 (-)2-187.35 (-)157 7U ( -)1-17 70 8 -dn 
1978 

(-)-a79.J5 1115.76 (-)26JH5 (-) 23.10 (-) 171.87 

i 

Indus- -I October 1990-91 1999- (-)77-1.16 Ni l 1603.6-1 (-)281595 -19700 (-) 681 81 (-) 2-1 21 H \\'nrking 
tries and 1960 2000 companv 
Comm-
crcc 
-do 28 1983-8-1 1998-99 c~>o. 80 (-)0 18 176 85 (-) 28.90 25-106 -I IJ2 I 5M I ' .J.,. 

No\'cmbcr 
1975 

-do 17 !\larch 1990-91 1999-~ (-)203 07 Nil 27-12 6-1 (-)751 85 -1719 95 6 1 J2 I 30 H -Jtl• 
1969 

-do- Z-1 January 1997-98 1998-99 ( -)9-109 Nil 136 50 (-)798 9 1 (-)97 72 ( -)82 8-1 I .J .,. 
1978 

-do- 15.0.- 1989-90 1991-92 1-) 6 1-1 !'Iii 8<)-lfl (-j lfl-123 58 69 f-11 ::" (.,:: 1:: ., I nJc:r :\m.1l· 
cember t::·•mo.1t1·1n 
1976 

(-) 1076.66 (-)0.18 -17~1.tll (-) ~~99. 8-1 !'~l .98 1·1700.!'6 -II 
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Aooendix 15 (Contd.) 
S.Ne S«tor •d Nanwof o ... .r P..Wol \"_ .. Not Not Impact Pa14-•p Accv.mulatH Coplbl Total P<rcmlllge ol ArTnnol s -o1111t 

-.rn.. lllt -- A-. .. ~ pnillt(+).' ol A•dlt c:aplllll prollt (+)/loa .. ,..,. .... rotura Oil lob! rotura .. accow1t1 lD c__,1c-: c_,...,., Dtport- ,....11 ... - lAa(-) - (·) caplllll c:aplllll """'°' pendoa. c-·- - - ftllDlond emnlowtd ..... 
Hand loom 
and 
Handlc .. lb 
Sector 

8. J&K State Indus- 29 June 1989-90 1998-99 ( -) 27.18 Nil 299.90 (·) 196.25 648.89 (-)1537 (-)2.36 9 Working 
Handloom tries and 1981 company 
~elopment Comm-
Corporation erce 
Limited 

9. J&K -do- 6 Jwie 1987-88 1999- (-) 60.90 Nil 104. 10 ( -) 170.19 245.06 (-)35.78 (-)14.60 11 -do-
Handicrafts 1970 2000 
(Sale and 
Export) 

I Corporation 
"J t 

Limited 

10. J&K -do- 29 1991-92 1999- (-)0.03 Nil Nil (-)0.03 Nil (-)0.03 7 -do-
Handloom No\"cmbcr ~000 

Handicrafts 1991 
Raw Material 
supplies 
Organisation 
Limited .(a 
subsidiary of 
Himalayan 
Wool 
Combers 
Limited) •• 

Sector wise (-)88.17 Nil 404.00 (-)366.47 893.95 (-)51.18 
Total 
Mining 
Sector 

11. Jct.K Minerals lnd. 111d 5. Feb.1960 1983-84 1998-99 (-)74.13 Nil 800.00 (-)421.95 626.68 ( -)73.67 (-)11.75 15 Working 
Ltd Com. company 

Sector wise (-)74.13 NU 800.00 (-)411.95 616.68 (-)73.67 
Total 
Construe-
tlon Sector 

12. J&K Projects Public 22 May 1982-83 1996-97 (+)2.36 Nil 100 00 (-)7.26 123.40 4.82 3 90 16 Working 
Construction \Vories 1965 Company 
Corporation 
Limited 
Sector-wise (+)2.36 Nil 100.00 (-)7.26 123.40 4.82 3.90 
Total 
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A .ppen d" 15 (C IX ont d ) 
S.No Sedor and NarMof Date of Pniodof Year In Net Nttlmp><I Pal4.up AC'CUmUla1td Capital Tocal Porualapol Arrears of StalU• of tho 

name of II~ .... lncor- ACCGGntl •tlk:h pnillt(+)I ol Audll apllal prolll (+)llou tmployed' .-...... t.cal rdurn oa ~ .. la c _...,.,c .. 
Company/ Ot'p:ut- poradon accowtu Loss(-) comnMnts (-) capital capllaJ luuuol ponttoa. 
c-atton men I ftnalhed ftDDloYed emnlawcd Ydrl 
Develop men I 
ofcc-i. 
allyWuktt 
S«tlon• 

13. J&K Social I April 1989-90 1998-99 (-)6 64 Ntl 126 28 (-) 11 30 165 6 1 (-)6 64 (-)4.00 9 Working 
Scheduled Welfare 1986 company 
Castes, 
Scheduled 
Tribes and 
Other 
Backward 
Corporation 
Limited. 

14. J&K State -do- IOMay 1991-92 1998-99 Ntl Nil 2 00 1.11 Nil 7 -do-
women 1991 
Development 
Corporation 
Ltd. 

Sector-wise (-)6.6.1 Nil 128.28 (-)II .JO 166.72 (-)6.6.1 
total 

Cement 
Sector 

15. J&K Indus- 24 1993-94 1999- (-) 180 90 Nil 1549 67 (-)812 23 1832 82 (-)46 66 (-)2 55 5 Worktng 
Cements tries and December 2000 company 
L1m1ted Comrne- 1974 

rec 

Sector " 'lse ( -)180.90 Nil 1549.67 (-)812.23 1832.82 ( -)46.66 
Total 
Tourism 
Sector 

16. J&K State Tourism 13 Feb. 1985-86 1998-99 (-) 28 63 NII 23 5 15 (-)8782 280 11 (-) 27.84 (-)9.94 13 Working 
Tourism 1970 company 
Development 
Corporation 
Limited 

17. J&K State -do- 28 1988-89 1998-99 Nil Nil Nil Nil Ntl Ntl Nil 10 -do-
Cable Car No,· 1988 
Corporation 
Limited••• 

Sector-wise (-)28.63 Nil 235.15 (-) 87.82 280.11 (-) 27.84 
Total 
Power 
Sector 

18. J&K State Power 16 -Nil Accounts Rece1\'ed Work mg 
Power Feb. 1995 Company 
De\'elopment 
Corporation 
Limited 
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• 

.ooen IX 15 (Concld.) A d" 
I.Ne ,.. .... N-ef O...tl PtrlMtl v-111 Not Notllnpod I Pal4-up 

Accumulaled Capital Total Ptr«ntag1 of Arrnrsof Staevt ol lh< _,, ... ... -- A-. ..... pnlll(+)I tlAullll capital pr<>tlt (+)/lou tmployed' rttumon total mum on M'C'OUDtl •n c-pany/Cor 
C~I .,.,.,.. ....- - Lea(-) aimmmt• (· ) caplbl o plbl terms of poraUon. 
c- - -.... emnloYed emnloYed nan 
Seder·wlM 
T.ul ,,..._ 
Sector 

19. 1111111111 A Finlncc 1 Oct.1938 1998-99 1999- (+)8545.30 Nil 4783.92 402467 67 51507 50 12.80 Working 
Kllhmir 2000 Company 
Bmlcl.ld. 
Sectorwlle (+)8545.30 NII 4783.92 401467.67 51507.SO 
T.al 
T.al(A) (+)6613.18 (-) o. 18 13856.81 ( -)8839.42 411800.23 50433.90 12.25 
Gen. 

•>........,. c.,,.,... • 
• 
Truaport 
Seder 

I. J.t.K Stale Civil I Sept. 1996-97 1998-99 (-) 3540.73 (+)2.63 8575 .65 (-)22873.84 3547.45 (-)2224.73 (-)62.7 1 ~ Working 
Road SUpplies 1976 Company 
Tnmport A. 

Con>0n&ion 
TlllllpOll 

SecterwlM (-)JM0.73 (+)l.Q -8575.65 (·)22873.114 3547.45 (-)2224.73 2 
T.ut ,........ 
sector 

2. J.t.K State Finance 2Dec. 1995-96 1999- (-)2509.71 (+)59.99 5879.7 1 (-)12314.94 20986.37 (-) 929.01 (-)4.4 3 Working 
Financial 1959 2000 company 
C"'..nmnnlion 
Seder-wlM (-)2509.71 (+)59.99 5879.~l (-)Wl"-94 20986.37 (-) 929.01 J 
Teal 
T.al(B) (-)6050.44 (+)62.61 14'55.36 (-)35111.71 24533.82 (-)JlSl.74 (-)l:Z.85 5 

~ 
c ............ 
•) 

CnHT.al 562.74 (+)62 . .U 28312.17 (-)44021.lO "'36334.05 47280.16 10.83 , .... 
• Capital employed represents Net Fixed Assets (including capital work-in-progress) plus working capital (current Assets - Current Liability). 
•• 1be Company has finalised its first Balance Sheet. Paid-up Capital, FixP'.: Assets & current Liabilities are sho\\11 as Nil. 
••• No Profit &. Loss Account bas been prepared by the Company as the Company has not commenced business acti\ilies. 
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Appendix-16 
(Reference: Paragraph :7.4; Page:198) 

Statement showing subsidy received, guarantees received, waiver of dues, loans on which moratorium allowed and loans 
converted into equity during the year and subsidy receivable an~ guarantees outstanding at the end of March 1999. 

ak (Ruoces m I ·h) 

S.No Name: of lhe Pubhc Subsidy recc1\'cd dun ng lhc year Guaran,u:cs received dunng !he year&: oui.1anding a1 1hc end of t he Waiver of dues during the year 
Sector Undenakin2s vear 

Central Slale Others Total c ... h crcdil Loans from Letter of Paymcnl Total Loans Interest Penal Total Loans on 
G<:r.-cnuncnt Govern· from &nXs oilier credit opened obligation repay. waived Interest which 

mcnt sourc.f! by banks in wider ment wajved Mo,. to-
1espccl or agree· 9.Titten rium 
impvrts ment y.,ith off allowed 

foreign 
consul· 
tarlls or 
contracts 

(A) Go•1. Comoanlcs 
1 J&K State Agro 86 87 135 41 Nil :?:?2 . ~8 Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 

11'dustnC> 
['C\'Clopmc:nt 
c.,roorauon L1m1tcd 

2 J&K State Nil Nil Nil Nil Nil - - Nil Nil Nil Nil Nil Nil Nil 
H0111cul1ural Produce (7973 29) (Nil) (7973.29) 
11.IOJ~etmg& 

Proc.:u1ng 
Col'l!<•rat1on L1m1tcd 

3 J&:k lr.dustncs Limned Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil nil 
( i 174 54) (1 174.54) 

4 J&K Small Scale NII Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
lndustn .. (48.80) (48.80) 
Dcvclopmen1 
Coroora11on L1m11cd 

s J&K S1a1e lndustnal Nil Nil Nil Nil Nil Nil Nil Nil !\ii Nil Nil Nil Nil Nil 
Development 
Comorauon L1m11cd 

6 Himalann \\'ool Nil Nil Nil Nil Nil Nil .. - Nil Nil Nil Nil nil Nil 
Combers L llNICd 1260.601 (260.60) 

7 Ta11.1 Scooicn Nil Nil Nil Nil nil Nil Nil Nil Nil Nil Nil Nil nil Nil 
Lirrutcd 

8 J.t.K Stale Handloom Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil ni l Nil Nil Nil 
Dc\-clopmcnt 
Coroora!Jon L1rru1cd 

9 J&K Slalc Nil Nil 1\11 Nil 14000 Nil Nil Nil 140 00 Nil Nil Nil Nil Nil 
Handicrafts(Salcs &: (1 4000) (140 00) 
Export) C"orpc>rat1on 
L1m1tc:<l 

10 ;.;.,~ J\.a.C Ha.ndloom :\11 Sil S il Nil Nil Nil :-111 nil Nil Nil ni l Nil Nil Nil 
Hancbcrafts Ra\\ 
11. lolcnal Surplies 
Oruninllon L1rru1cd 

282 

Loans 
conver 
-ted 
into 
equf.,, 
during 
the 
year 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 



Appendix~l6 (Concld.) 
S No Name of the Pubhc Subsidy rccel\·ed during the year Guarantees received durmg the year & out.standing at the end of the year \Val\·er of dues dunng the year 

Sector Undertakin2s 
11 J&K f\ linerals Limited Nil Nil Nil Ni l Nil Nil Nil Nil Nil Nil Nil Nil Nil Ntl Nil 

(150 00) (1 50 00) 
l Z J&K Projects Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Ntl Nil 

Construction 
Corporation Limited 

13. J&K SC.ST & OBC Nil 69 62 Nil 69.62 Nil Nil Nil Nil Nil Nil nil Nil Nil Nd Nil 
Development (627.52) (627.52) 
Corporation Limited 

14. J&K State Women Nil Nil Nil Nil 20 00 Nil Nil Nil ~0 .0 Nil Nil Nil Nil Nil Nil 
Dc\·elopmcnt (67 36) (67 36) 
Corporation Limited 

15. J&K Cements Limited Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
(1513.74) - (1 513.74) 

16. J&K Stale Tourism Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Development 
Corporation Limited 

17. J&K State Cable Car Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Cornoration Limited 

18. J&K State power Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Development 
Corporation Limited 

19. J&K Bank Limited Nil Nil Nil Nil Nil Nil Nil Nil Nir Nil Nil Nil Nil Nil Nil 
Total (A) 86.87 205.03 Nil• 291.90 l60.00 NII Nil NU l60.00 NII NII NII NII Nil NII 

'11907.0S) (48.80\ nt955.S5) 
(B) Statutory 
Conior•tion 

I. J&K State Road Nil Nil Nil Nil 210.00 Nil Nil Nil 21 0.00 Nil Nil Nil Nil Nil Nil 
Transport Corporation (433.00) (433.00) 
Limited 

2. J&K State Financial Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil 
Corporation Limited. (9166. 70) " (9766.70) 
Total (B) NII NII NII NII 210.00 NII NII NII (210.00 NII NII NII NII Nil NII 

(10199.70) (10199.70) 
Gnnd Total (A+B) 86.87 . 205.03 NII 291.90 370.00 Nil Nil NII 370.00 NU NII NII NII NII NII 

(22106.75) (48.80) 122155.55) 

Figures In brackets lndlute gu.nntea outst.ndlng at the end or the year. 

,1 

' . 

783 



1. 

A. 

·.B. 

c 

Appendix-17 
(Reference: Paragraph: 7.2.2; Page: 198) 

Statement showing financial position of Statutory Corporations 
(Rs in crore) 

Jam mu & Kashmir State Road 
Transport Corporation 
Particulars 1995-96 1996-97 1997-98 
Liabilities i 
Capital (including capital loan and equity 79.76 85 .76 91.76 
capital) 
Reserves and Surplus - - -
Borrowings 92.52 107.51 131.46 
Funds - - -
Trade dues and other current liabilities 61.62 76.58 93 .03 
(including provisions) 
Total-A 233.90 269.85 316.25 
Assets 
Gross Block 33 .03 31.99 39.30 
Less depreciation 2.44 4.89 4.94 
Net Fixed Assets 30.59 29. 10 34.36 
Current Assets, Loans and Advances 9.98 12.01 14.93 
Accumulated losses 193.33 228.74 266.96 
Total- B 233.90 269.85 316.25 
Capital employed* (-)21.05 (-)35.47 (-)43 .74 

• Capital employed represents net fixed assets (including capital works-in-progress) plus working capital. 
While working out working capita.I the element of deferred cost Wld investments are excluded from current 
assets. 
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Appendix-17 (Concld.) 

2. Jammu & Kashmir State Financial 
Corporation 
Particulars 1994-95 1995-96 1996-97 

A. Liabilities 
Paid up capital 56.80 58.80 61 .30 
Reserve Funds and surplus 5.59 5.59 5.59 
Borrowings 
(i) Bonds and debentures 80.82 90.95 87.38 
(ii) Fixed Deposits - - -
(vi) Others 68.92 52.25 50.03 
Other Liabilities and provisions 78.67 95.62 124.56 
Total - A 290.80 303.21 328.86 

B. Assets 
Cash and Banlc Balances 12.10 9.14 2.60 
Loans and Advances 178.57 168.89 163.81 
Net Fixed Assets 0 .17 0.21 0.22 
Other assets 99.96 124.97 162.23 
Miscellaneous expenditure -
Total - B 290.80 303.21 328.86 

c. Capital Employed* 209.20 209.86 205.95 

• Capital employed represents the mean of the aggregate of open mg and closing balances of paid up capital, loans 
in lieu of capital, seed money, debentures, reserves (other tllan those which have been funded specifically and 
backed by investments outside). bonds, deposits and borrowings (including refinance). 
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Appendix- 18 
(Reference: Paragraph 7.2.2.; Page: 198) 

Statement showing working results of Statutory Corporations 

Jammu & Kashmir State Road 
Transport Corporation 
Particulars 1996-97 1997-98 

Total revenue {operating and non- 23 .82 25.87 
operating 
Total expenditure (operating and non- 55.12 61.28 
operating) 
Loss during the year 31.30 35.41 
Total interest charged to profit and loss 12.38 13 .16 
account 
Return on capital employed (-) 18.92 (-) 22.25 

Jammu and Kashmir State Financial Corporation 
Particulars 1993-94 1994-95 

Income 
(a) Interest on loans and advances 13.35 11.37 
(b) Other income 0.08 0.13 
Total-A 13.43 11.50 
Expenditure 
(a) Interest on long term loans 30.46 17.53 
(b) Other expenditure 1.84 1.72 
Total-8 32.30 19.25 
Profit (+)/Loss(-) 18.87 7.75 
Total return on capital employed 11.59 9.78 
Percentage of return on capital employed ' 6 5 
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1998-99 

30.63 

68.85 

38.22 
15.19 

(-) 23 .03 

1995-96 

10.13 
1.07 

11.20 

15.86 
1.98 

17.84 
6.64 
9.22 

4 
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Appendix-19 
(Reference: Paragraph 7.6.2; Page:201) 

Statement showing operational performance of Jammu and Kashmir State 
Road Transport Corporation 

(Rupees in crore 1 

Particulars 1996-97 1997-98 1998-99 
Average number of vehicles held 1308 1184 1280 
Average number of vehicles on road 714 687 ' 730 
Percentage of utilisation of vehicles 55 58 57 
Number of employees 5655 5702 5561 
Employees-vehicle ratio 4.32:1 5: 1 4 .34:1 
Number of routes operated at the end of ' - -
the year 
Route lcilometres (in lakh) 0.16 0.16 0.16 
Kilometres operated (in lakh) 
(a) Gross 269.68 272.60 271.29 
(b) Effective 263 .59 269.80 268.50 
(c) Dead 6.09 2.80 2.79 
Percentage of dead kilometres to gross 2.26 1 1 
lcilometres 
Average kilometres covered per bus per 0.53 109 102 
day 
Operating revenue per lcilometre (paise) 8.89 7.74 12.38 
Average expenditure per lcilometre 17.88 21.76 27.32 
(Paise) 
Profit(+ )/Loss(-) per Kilometre (Paise) (-)8.99 .(-)14.02 (-)14.94 
Number of operating depots 25 25 25 
Average number of break down per lakh N.A N.A N.A 
kilometre 
Average number of accidents per lakh N.A N.A N.A 
kilometres 
Passenger kilometre operated (in crore) 263 .59 269.80 268.50 
Occupancy ratio 90:1 97:1 98 :1 

.. Revenue expenditure includes depreciation but excludes interest on long term loans. 
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Appendix-20 

(Reference: Paragraph: 7.12.6, Page:225) 

Statement showing sanctioned purchase limit and actual purchases made by 
local units and works managers 

{Rueee in lakh} 

Year Purchase Committee pammu region} Purchase Committee {Srinagar region1 
Sanctioned Actual Excess Actual 

purchase limit 12urchases 12urchases 

1994-95 10.50 
1995-96 12.00 
1996-97 14.00 
1997-98 18.00 
1998-99 18.00 

Year Sanctioned 
purchase 

limit 
Loa ct' 

1994-95 0.30 9.43 

1995-96 0.30 NA 

1996-97 0. 30 0.27 

1997-98 0.30 3.36 

1998-99 0.30 l.1 0 

Year Sanctioned 
purchase 

limit 
Load 

1994-95 0.30 l.14 

1995-96 0.30 0.28 

1996-97 0.30 l.28 

1997-98 0.30 0.89 

1998-99 0.30 0.50 

· Truck Load Workshop 
@ Passenger Maintenance Depot 
- Central Workshop 
"'Tourist Fleet Workshop 

NA NA 58.46 
18.06 6.06 8.91 
29.19 15.19 40.37 
21.88 3.88 70.20 
37.00 19.10 65.01 

Works Manager, Jammu 
Actual purchases 

PlvfllnJ cwsr; T.Fleet;ir Load 

17.25 13.66 l l.20 9. 13 

5.54 1.77 5.46 NA 

6.16 4.83 6.83 NA 

4.25 2.52 2.76 3.06 

3.22 1.59 2.84 0.80 

Works Manager, Srinagar 
Actual purchases 

PMD cws T.Fleet Load 

0.73 0.12 1.50 0.84 

0.73 0.45 0.53 NA 

1.30 0.28 NA 0.98 

1.12 NA NA 0.59 

l.04 NA NA 0.20 
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Excess 

47.96 
NA 

26.37 
52.20 
47.01 

Excess 

PMD cws T.Fleet 

16.95 13.36 I0.90 

5.24 l.47 5.16 

5.86 4.53 6.53 

3.95 2.32 2.46 

2.92 l.29 2.54 

Excess 

PMD cws T.Fleet 

0.43 1.20 

0.43 0.1 5 0.23 

l.00 NA 

0.82 NA 

0.74 NA 

• 



Appendix-21 
(Reference: Paragraph: 8.1 (a); Page:238) 
Statement of wanting utilisation certificates 

Department 

Education 

Housing and Urban Development 

Health and Medical Education 

Agriculture 

Law and Justice 

Social Welfare 

General Administration 

Tourism 

Art and Culture 

Public Works 

Total 

• Negligible-Rs 76 lakh. 
Negligible-Rs 15 Thousand 

• • Negligble-Rs 17 Thousand 

Year 

1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 
1996-97 
1997-98 

"''' -· . 

Certificates awaited 
No. Rupees in 

crore 
61 35 .54 
181 40.89 
9 27.40 
12 34.26 
18 1.24 
6 0.44 
10 6.28 
10 6.19 
5 • 
3 0.01 
8 0.08 
9 0.09 
3 0.03 
9 1.25 
2 0.88 
6 0.93 
9 2.60 
9 4 .02 
1 .. 
2 •• 

373 162.13 



Appendix-22 
(Reference: Paragraph: 8.1 (b); Page:238) 

List showing names of departments which had not furnished the details of 
grants/loans paid by them to various bodies 

S.No Name of the Department Period for which information 
awaited 

1. General Administration 1996-97 onwards 
2. Industries and Commerce 1996-97 onwards 
3. Housing and Urban Development 1992-93 to 1996-97 and 1998-99 
4 . Agriculture Production and Rural 1996-97 onwards 

Development 
5. Health and Medical Education 1996-97 onwards 
6. Education/Higher Education 1996-97 onwards 
7. Social Welfare 1996-97 onwards 
8. Forest 1992-93 onwards 
9. Tourism 1992-93 onwards 



Appendix-23 
(Reference: Paragraph: 8.1 (b);Page:238) 

Bodies which did not furnish annual accounts for 1998-99 and earlier years 

S.No Name of the Body Period for which No. of 
accounts were not accounts 
received 

1. Jammu and Kashmir State Social Welfare Advisory Board 1996-97 to 1998-99 3 
2. District Rural Development Agency, Srinagar 1997-98 and 1998-99 2 
3. District Rural Development Agency, Pulwama 1998-99 I 
4. District Rural Development Agency, Kupwara 1997-98 and 1998-99 2 
5. District Rural Development Agency, Baramulla 1997-98 and 1998-99 2 
6. District Rural Development Agency, Rajouri 1996-97 to 1998-99 3 
7. District Rural Development Agency, Doda 1983-84 to 1998-99 16 
8. District Rural Development Agency, Leh 1996-97 to 1998-99 3 
9. District Rural Development Agency, Kathua 1998-99 l 
10. District Rural Development Agency. Udhampur 1998-99 l 
11. District Rural Development Agency, Anantnag 1997-98 andl998-99 2 
12. District Rural Development Agency, Poonch 1996-97 to 1998-99 3 
13. Jammu and Kashmir Sports Council 1995-96 to 1998-99 4 
14. Desert Development Agency, Leh 1995-96 to 1998-99 4 
15 Desert Development Agency, Kargil 1998-99 1 
16. Jammu Development Authority 1972-73 to 1998-99 27 
17. Jammu Municipality 1996-97 to 1998-99 3 
18. Jammu and Kaslunir Academy of Art, Culture and Languages 1998-99 l 
19. Jarnmu and Kashmir Housing Board 1992-93 to 1998-99 7 
20. State Pollution Control Board 1992-93 to 1998-99 7 
21. Jammu and Kashmir Council for Science and Technology 1~86-87 to 1998-99 13 
22. Kashmir University 1997-98 and 1998-99 2 
23. Jarnmu and Kashmir Energy Development Agency 1998-99 l 
24. Sher-i-Kashmir Medical Institute Trust Soura 1986-87 to 1998-99 13 
25. Jammu Urban Development Agency 1998-99 I 
26. Jarnmu and Kashmir Co-operative Supply and Marketing 1987-88 to 1998-99 12 

Federation Limited. 
27. Sher-i-Kashmir International Convention Co~plex 1994-95 to 1998-99 5 
28. Institute of Management of Public Administration 1988-89 to 1998-99 ll . 
29. Srinagar Municipality 1997-98 and '-1998-99 2 
30. Board of Secondary Education, Srinagar 1977-78 and 1998-99 22 
31. Patnitop Development Authority 1995-96 to 1998-99 4 
32. Jammu University 1998-99 l 
33. Srina8:!!! DeveloEment Authori!l'. 1981-82 to 1998-99 18 
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S.No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 

"- 9. 
10. 
11. 
12. 

Appendix-24 
(Reference: Paragraph: 8.3.1; Page:239) 

Statement showing bodies/authorities and the period for which their 
accounts were received 

Name of the body 
Jammu Vrban Development Agency 
District Rural Development Agency, Pulwama 
District Rural Development Agency, Budgam 
Jammu University 
District Rural Development Agency, Jam mu 
District Rural Development Agency, Kathua 
District Rural Development Agency, Udhampur 
Jammu and Kashmir Academy of Art Culture and 
Languages Jammu and Kashmir Academy of Art 
Culture and Languages 
Islamia College, Srinagar 
Jammu and Kashmir Energy Development Agency 
Kashmir University 
District Rural Development Agency, Anantnag 
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Period of accounts received 
1995-96 to 1997-98 
1988-89 to 1997-98 
1992-93 to 1998-99 
1996-97 and 1997-98 
1997-98 and 1998-99 
1996-97 and 1997-98 
1996-97 and 1997-98 
1996-97 and 1997-98 

1997-98 and 1998-99 
1996-97 and 1997-98 
1983-84 to 1996-97 
1996-97 

., 

,_ 


