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PREFACE 

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

the Constitution. 

2. The Report contains findings on performance audit and audit of transactions in 

various departments including Public Works and Irrigation and Public Health 

Departments, audit of stores and stock, audit of autonomous bodies. 

3. The Report containing audit observations on matter arising from examination of 

Finance Accounts and Appropriati on Accounts, audit observations on Statutory 

Corporations, Boards and Government Compan ies and audit observations on 

Revenue Receipts are presented separately. 

4. The cases mentioned in the Report are among those which came to notice in the 

course of test audit of accounts during the year 2009-2010 as well as those which 

had come to notice in earlier years but could not be dealt with in previous Reports; 

matters relating to the period subsequent to 2009-20 l 0 have also been included 

wherever considered necessary. 

5. The Audit has been conducted in conformity with the Auditing Standards issued by 

the Comptroller and Auditor General of India. 

v .. 









OVERVIEW 

This Report contains 24 paragraphs, two perfonnance reviews, one thematic review and one integrated 

audit of a Department. The draft audit paragraphs and perfonnance reviews were sent to the concerned 

Secretaries to the State Government with a request to furni sh replies within eight weeks. However, 

in respect of perfonnance reviews, thematic review, integrated aud it and 20 paragraphs included in 

the Report, no replies were received from the State. The audit find ings relating to the perfonnance 

reviews and integrated audit were also discussed with the Secretaries to the State Government and 

the views of the Government were incorporated wherever appropriate. A synopsis of the important 

findings contained in the Report is presented in the overview. 

PERFORMANCE REVIEWS 

Upgradation and improvement of State Highways and Major District Roads 

The Public Works Department of the State is required to provide good quality roads and connectivity 

between towns and cities by taking up improvement/upgradation and periodic maintenance of 

State highways and Major District Roads. A performance review of up gradation and improvement 

of State Highways (SHs) and Major District Roads (MD Rs) revealed that the Department had not 

formulated a State Road Policy for future p lans and actions for development of an efficient road 

network in the State. Allotment of funds fo r maintenance was made by the Department based on 

yard stick rates which remained unrevised since June 1997 overlooking the escalation in costs of 

labour and material; as a result, funds provided at the unrevised rates were insufficient to meet the 

expenditure on maintenance thereby affecting the quality of the roads. Audit also noticed instances 

of diversion of funds meant for SHs/MDRs to other works. Roads were executed without technical 

sanctions. Poor contract management and inadequate monitoring of works contributed to instances 

of sub-standard road works, delay in completion of works and damages to roads due to improper 

drainage system. 

(Paragraph I.I) 

Implementation of Mahatma Gandhi National Rural Employment Guarantee Act 

The State Government started implementation of the Mahatma Gandhi Nationa l Rural 

Employment Guarantee Act from the date it came into force viz. 2 February 2006. The basic 

objective of the Act is to enhance live li hood security in rural areas by providing at least 

100 days ' of guaranteed employment, besides generating productive assets, protecting the 

environment, empowering rural women , reducing rura l-urban migration and fostering social 

equ ity among others. 

Performance Review of the implementation of the Act in the State highlights the areas of concern 

and issues which need to be addressed for successful achievement of the objective set out for 

implementation of the Act. The review revealed that there were deficiencies in the planning process, 

particularly in the preparation of five year District Perspective Plans (DPPs). While Audit did not 

notice any case of denial of 100 days employment in a year to any household in the test-checked 

districts, there were instances of delay in payment of wages to the workers . Absence of DPPs and 

.. vii .. 
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lack of inputs from the community at grass root level in the annual plans to ensure linkage between 

REGS works and long term employment development resulted in execution of developmental 

works in an unplanned manner. Implementing agencies ignored statutory priorities in execution of 

works which impacted upon non-strengthening of nature resource base of rural li velihood by not 

taking up works of highest priority such as water conservation, drought proofing, afforestation and 

minor irri gation to address the issue of poverty. Monitoring mechanism particularly at higher level 

was also found deficient. 

(Paragraph 1.2) 

Integrated Audit of Indian Systems of Medicines and Homeopathy Department 

A separate Department of Indian Systems of Medicines and Homeopathy was created in the State in 

1984 for according importance and to popularise the centuries old systems of drugs/treatment among the 

people. There are 1154 Ayurvedic health institutions including hospitals, dispensaries, health centres 

and clinics in the State but due to shortages in the cadres of Ayurvedic Medical Officers (AMOs) 

(14 per cent), paramedical staff (49 per cent) and supporting staff (40 per cent) coupled with non

provision of adequate infrastructure facilities like laboratories, operation theatres, separate male/female 

wards in hospitals, the quality of health care was adversely affected. Essential facilities like water 

and electricity were lacking in J 89 Dispensaries. Indoor patient health care services were also not 

satisfactory as bed occupancy during 2005- 10 remained low ranging between 36 and 40 per cent due to 

non-availability of staff, laboratories and operation theatre fac ilities. Besides, outdoor patient treatment 

in eight out of 25 hospitals also showed declining trend. Implementation of centrally sponsored schemes 

was tardy as substantial funds remained unspent. The Department failed to develop AYUSH institutions 

as Central assistance provided to start courses in B. Pharmacy, B.Sc. Nursing was not utilised . The goal 

of establishment of AYUSH institutions and mainstreaming them with Allopathic institutions under 

NRHM providing treatment under both systems of medicines also remained to be achieved. 

(Paragraph 4.1) 

THEMATIC REVIEW 

Schemes involving Land Acquisition 

Failure to ensure acquisition of Forest/Private land for execution of works as per provisions of Forest 

Conservation Act, 1980 and Land Acquisition Act, 1894 led to suspension of these works resulting 

in idle investment/infructuous expenditure of~J 5.21 crore. 

(Paragraph 2.1) 

AUDIT OF TRANSACTIONS 

Excess/overpaymenUwasteful/unfruitful/infructuous expenditure 

Lack of Rain Water Harvesting Structures in the building for State Bio Control Laboratory at Mandi 

has rendered the expenditure of ~45.40 lakh unfruitful due to non-clearance by Town and Country 

Planning Department. 

(Paragraph 3.1) 

.. viii .. 
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Construction of Working Women Hostel at a cost of~ 1.33 crore by the Chaudhary Sarwan Kumar 

Himachal Pradesh Krishi Visbva Vidyalaya at Palampur without assessing requirement resulted in its 

non-usage for the intended purpose. 

(Paragraph 3.3) 

Inordinate delay by the Cooperation Department in appointing a consultancy firm for preparation 

of detailed project report and to raise finances for setting up of a Cold Storage resulted in wasteful 

expenditure of~l6. 1 8 lakh. 

(Paragraph 3.4) 

Failure of the Irrigation and Public Health Department to get the work of gravity main completed in 

time resulted in unfruitful expenditure of ~4.48 crore on a Li ft Water Supply Scheme from Behna 

Khad to Baragaon (Shimla district). 

(Paragraph 3.6) 

Failure of the Public Works Department to initiate action according to the various clauses of the 

contract agreement resulted in unfruitful expenditure of ~69.49 lakh on a road from Wangtoo to 

Panvi and extension of undue benefit of ~7 1.37 lakh to a contractor. 

(Paragraph 3. 7) 

Construction of Gramin Himachal Bhandars in other than typical hill architecture as required at 

tourist places and on the s ides of roads leading to tourist places and inability of the Department to 

motivate Self Help Groups/people of the area for marketing their products through them has rendered 

expenditure of ~2.92 crore as largely unfruitful. 

(Paragraph 3.9) 

Undue favour to contractors/avoidable expenditure 

Failure to finalise the lowest tender within val idity period of first call resulted in award of work of 

sewerage scheme to Nadaun town (Hamirpur district) to the same contractor on the second call for 

an additional value of~29.85 lakh. 

(Paragraph 3.10) 

The Executive Engineer, Nirrnand Division extended undue financial benefit of ~ 1.05 crore to two 

contractors by way of non-recovery of Government dues. 

(Paragraph 3.11) 

Failure to ensure compliance of contractual provisions by the Executive Engineer, Sundernagar 

Division led to extension of undue financial benefit of ~4.37 crore to a firm for construction of 

Government Engineering College (GEC) at Sundernagar (Mandi district). 

(Paragraph 3.12) 

_________ ix .. 
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Idle investment/blocking of funds/diver sion of funds 

Tardy execution of works by the Himacbal Pradesh University bad resulted in underutilisation of 

grant of ~5 crore received by it from UGC for upgradation of infrastructure in the University and 

non-re lease of subsequent installments of ~4 crore. 

(Paragraph 3.14) 

Delays in planning for setting up of trauma centre at Regional Hospital, Kullu for upgradation of 

emergency facilities resulted in blocking of ~l.50 crore for the last four years besides denial of 

timely medical services to the accident victims. 

(Paragraph 3.16) 

- x-
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CHAPTER-I 
PERFORMANCE REVIEWS 

Public Works Department 

1.1 Upgradation and improvement of State Highways and Major District 
Roads 

lmprovement/upgradation and periodic maintenance of State Highways and Major District 

Roads is essential to provide good quality road connectivity between district headquarters/ 

important towns/cities within the State and National Highways or highways of neighbouring 

States. Besides, it is also vital for the success of various developmental schemes. Against 

targeted cumulative length of 25,075 kms for improvemcnt/upgradation of SHs and MDRs, 

achievement was 17,720 kms (11percent) as of March 2010. Audit noticed that road works were 

executed without technical sanctions. Poor contract management and inadequate monitoring 

of works contributed to instances of sub-standard road works, delay in completion of works 

and damage to roads due to improper drainage system. 

Significant points noticed are as under: 

~ The State has neither a State Road Policy nor prepared any detailed plan for prioritisation 

of improvementlupgradation of SHs and MD Rs in a systematic manner. 

(Paragraph 1.1. 7) 

~ Out of fund of "{386.14 crore released to the HPRIDCfu11ds ranging between °'{49.08 

crore and °'{104.81 crore remained u11utilised with the HPRIDC due to less physical 

progress of works during 2007-10. 

(Paragraph 1.1.8.J) 

~ Two divisions diverted~ 13. 60 crore out of allotted funds of SHs and MD Rs for execution 

of 19 rural roads and three bridge works. 

(Paragraph l .1.8.2(i)) 

~ In four divisions six road works costing °'{19.89 crore were taken up for execution 

between 2001-02 and 2008-09 without obtaining technical sanctions. 

(Paragraph 1. 1.9.J) 

~ Due to poor contract management Government dues aggregating ~1.44 crore remained 

unrecovered from the contractors as of June 2010. 

(Paragraphs 1.1.10.J (i) and 1.1. 10.1 (ii)) 



Audit Report- Civil (Report No. 21 for the year ended 31 March 2010 

1.1.1 Introduction 

Himachal Pradesh with a total geographical area o f 55,673 square ki lometres (sq k.ms) had a 

road network o f only 288 kms 1 when it was formed in 1948. This inc reased to 31,216 kms2 as 

of March 20 10. State H ighways (S Hs) are arterial routes which link dist rict headquarters and 

important towns within the State and connect them with the National Highways or highways of 

neighbo uri ng States. Maj or Dis trict Rof:ldS (MDRs) are important routes within a district serving 

areas o f popu lation and provid ing market connect ivity with each other or with the main highways. 

The State has 19 SHs (length : 1,626 kms) and 45 MDRs (l ength: 1,753 kms) which is 11 per cent 

of the tota l road network. 

The State Govern ment through Pu bli c Works De partme nt (PWD) is responsible for upgradat ion/ 

improvement3 and maintenance4 of S Hs and MD Rs. Du ring 2007-08 the State Govern ment has 

a lso obta ined loan ass istance o f 220 mill io n US$ (~990 crore) from the World Bank through 

the GOJ fo r the imp leme ntat ion of State Road Project (SRP) com prisi ng upgradatio n of 

I 0 SHs in a leng th of 434.830 kms and mai ntena nce of 1536 kms long core road network5 of S Hs 

and MD Rs. As per policy of GO I, 90 per cent proceed s of loan will be passed on to the State 

Governmen t as grant and the re maining 10 per cent as loan. Worl d Ba nk assistance is spread 

over a pe riod of five years a nd s ix months (I Ju ly 2007 to 31 December 2012). This project 

was assigned to H imacha l Pradesh Roads a nd O th er In frastructure Development Corporat ion 

Limi ted (HPRIDC) in Nove mbe r 2006 in antic ipa ti on of approva l o f the Project. HPRIDC 

through its fo ur6 constru ction ma nageme nt units (CMUs) is exec uti ng the upgradation wo rk 

o f S Hs whereas mai ntena nce o f core road netwo rk is got done by it through the 54 divisio ns 

of PW D. 

T he yearw ise position of total ex pe nditure incurred on upgradation and improvement of roads 

during 2005- 10 by the Department is given as under :-

Year 

HPPWD 

2005-06 249.49 

2006-07 234.86 

2007-081 292.04 

2008-09 305.10 

2009-10 337.68 

Total 1419.17 

Table: J.1. 1 

Expenditure incurred 

HPRIDC 

Nil 

0.89 

78.00 

166.25 

141.00 

386.14 

Total 

249.49 

235.75 

370.04 

47 1.35 

478.68 

1805.31 

~ in crore) 

Source: Figures supplied by the Department. ~386. 14 crore released to HPRIDC for implementation of World Bank State Road 

Project has been depicted as expenditure in accounts. 

This is exclusive of road network of area merged after reorganisation of erstwhile state of Punjab. 
Hs: 1,471 kms; SHs: 1,626 lans; MDRs: 1,753 kms and other roads: 26,366 kms. 

Upgradation/improvement: It means widening of formation, road alignment, pavements strengthening and new structures. 
Periodic maintenance/maintenance: Overlays, reseals of roads, minor rehabilitations (i.e. replacement and addition o f base 
material within the existing width) accidents black spot improvements for road users safety. 
Core road network: A core network is identified out of the total existing roads and tracks to be maintained in good condition at all 
times. 
Dharamshala, Hamirpur, Shimla and Una . 

.. 2 
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1.1.2 Organisational Set up 

Principal Secretary (Public Works) is the administrative head and overall control of the Department 

rests with him. The Engineer-in-Chief (E-in-C) is the head of the Department and responsible for 
planning, execution and maintenance of roads (including SHs and MD Rs) . The organisational set up 

of the Public Works Department and HPRIDC are as under: 

Principal Secretary 
Principal Secretary 

(Public Works)-Administrative Head 
(Public Works)-Managing Director of 

HPRJDC 

Engineer-in-Chief ) 
(Head of the Department) 

CE CE 
(North Zone) (South Zone) 

SE (4) SE (5) 

EE (16) EE (22) 

CE 
(Central J 

Zone) 

EE (16) 

EE 
(Planning & 

Design) 

CE-cum-Project Director 

SE 
(Planning) 

l 
EE 

(T&D) 

General 
Manager 
(Finance) 

EE(CM
HQs) 

Note: CE: Chief Engineer; SE: Superintending Engineer; EE: Executive Engineer. 

1.1.3 Scope of Audit 

EE Construction 
Management 

Units (4) 

The implementation of the programme for the period 2005-10 was reviewed in audit during 

November 2009-May 201 0 by a test-check of records of the E-in-C, HPRIDC and 147 out of 

54 divisions responsible for improvement/ upgradation and maintenance of SHs and MDRs 

in a length of 1,075 kms (SHs: 528 kms, MDRs: 547 kms) . Besides, records re lating to SRP 

were examined in the office of the HPRIDC. The sample check was, thus 32 per cent of the 

total length of SHs and MD Rs in the State covering ~553. 75 crore (3 1 per cent) of the total 

expenditure ~1805 .3 1 crore) incurred. 

1.1.4 Audit Objectives 

The audit objectives were to assess whether: 

);;> planning in identifying the locations of improvement/ upgradation and periodic maintenance of 

roads was effective; 

);;> the funds provided were utilised in an economical, efficient and effective manner; 

);;> the objective of providing good quality roads was achieved; 

);;> adherence to prescribed norms, technical standards and rules was ensured; 

);;> contract management ensured execution and completion of work according to the prescribed 
time schedule; and 

);;> there existed an effective mechanism of quality contro l and monitoring. 

Bharmour, Bilaspur-11, Dehra, Dharampur (Mandi), Dharamshala, Fatehpur, Hamirpur, Jubbal, Kasaul i, Kullu-11, Nalagarh, 
Palampur, Theog and Una. 

~--------------.. 3 .. 
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1.1.5 Audit Criteria 

The audit findings were be nchmarked against the fo llowing criteri a: 

>- PWD Account Code, Indian Road Congress (IRC) Standards, Departmental manual and 

instructions for planning, identificati_on and prioritising the improvement/ maintenance of SHs 

and MDRs; 

>- Terms and condi tions of contracts; 

>- Land Acquisition Act; 

>- Budget and fund allocation procedures; and 

>- System prescribed for internal control, quality control and monitoring of works. 

1.1.6 Audit Methodology 

Before commencing the audit, the scope of audit, audi t objectives a nd criteria were first di scussed 

(December 2009) with the E-in-C a nd thereafter w ith the Princ ipal Secretary in an e ntry conference 

he ld in May 20 10. The se lection of divis ions was done on the basis of Probability Propo rtionate 

to S ize with Replacement (PPSWR) method . Audit conclusions were drawn after scrut iny of 

records, ana lysis of availabl e data by issuing a udi t memoranda/ questionnaires and obtain ing 

the response of the depa rtmenta l functionari es. Audit fi ndi ngs were discussed (September 20 I 0) 

with the Princ ipal Secretary in the exit conference and views of the Department have been 

incorporated in the report at appropriate places. 

Audit Findings 

1.1.7 Planning 

T he Sta te Public Works Department conduc ted a Strategic Option Study (SOS) in May 2005 and 

had identi fied about 1,675 kms of SHs a nd MD Rs requiring improvement. Therefore, a long term 

policy and an integrated approach for improvement/upgrading of identified roads was essential 

for efficient utilisation o f funds. The State Government has not evolved a State Road Policy 

for future plans and actions fo r development of an effici ent road network in the Sta te with the 

fol lowing main objecti ves: 

To progressively widen al l the State highways to two lane width ; 

Strengthen the pavements to carry heavier load and improve the geometrics to ensure better 

ope rating speeds ; 

To prioriti se improvement on those routes w hich provide linkage to industrial growth centre, 

agriculture produce market centres, heri tage and tourist centres and Power generating 

centres, etc ., 

To enhance safety on roads by improving accidents prone stretches; 

To mainta in the ex is ting/ improved State roads to acceptable standards; and 

To encourage private sector participation in road deve lopment. 

In ex it conference, the Principa l Secretary stated (September 20 I 0) that State Road Policy on SHs 

and MDRs is under fina lisation . 

.. 4 .. ______________ _ 
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1.1. 7.1 Upgradation/impro\ cment of roads in de\ iation of prescribed standards 

As per Indi an Road Congress (!RC) Standard the width of road land (also termed as right of way) 

for SHs and MDRs should conform to the following requirements: 

Description of Road 

SH 

MDR 

Normal 

24 

18 

Table: 1.1.2 

Open areas 

Exceptional 

18 

15 

(width in metres) 

Built up areas 

Normal 

20 

15 

Exceptional 

18 

12 

Except fo r two SHs, desirable road width was not ava il able in any of the SHs and MDRs. The 

execution o f improvement works of SHs and MDRs was not being planned keeping in view 

the above norms as road width in respect of SHs and MDRs was available between 3.75 to 

I 5 metres both fo r open and built up areas. The Department had not taken any initiative to ensure 

improvement of SHs and MD Rs in line w ith the above standards as of April 20 J 0. 

The EEs of test-checked divi s ions stated (Ma rch-Apri I 20 I 0) that due to hilly terra in of the State, 

pla nning fo r roads cou ld not be done according to the IRC norms. The rep ly is not acceptable 

in view of the fac t that Himachal Pradesh Deve lopment Report brought out by the Planning 

Commission of India envisaged that SHs shou ld be capable of handling mu lti model conta iner 

vehicles. 

Thus, lack of planning for improvement of roads, espec ially SHs to the prescribed s tandards, 

these were not capable to ensure safe movement of loaded long container trucks and to obviate 

the risk of any accidents due to non-availabi lity of adequate road width . 

The Princ ipal Secretary stated (September 20 10) that now upgradation works of SHs and MD Rs 

are undertaken by the HPRIDC as per IRC standard . The fact, however, remains that upgradation/ 

improvement undertaken by the Department was not done accord ing to IRC norms as admitted by 

the EEs of test-checked divisions. 

1.1.8 Financial Management 

For upgradation , improvement and maintenance of State Hi ghways and Major District Roads, the 

State Government has been arranging funds from : 

);> State's own resources (State Plan); 

);> Loans from NABARD under Rural Infrastructure Development Fund; 

);> Central Road Fund from GOI ; and 

);> Loan/credit from World Bank as per policy of the GO I. 

1.1.8.I Financial outlay and expenditure 

Funding for the upgradation/ improvement and managem ent of roads is made through Departmenta l 

budgetary syste m. The position of funds a llotted and expenditure incurred thereagainst in the 

State during 2005- 10 is shown in charts 1. 1. 1 and 1. 1.2. 
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Chart-1.1.1 

Funds allocation and expenditure under Upgradation/lmprovement of SHs/MDRs 

~ in crore) 
350 

300 

250 

200 

150 

100 

50 

0 
2005-06 2006-07 2007-08 2008-09 2009-10 

• Budget • Expenditure OVariation (+)Excess/(-) Savings 

Source: Finance Accounts figures 

• Includes provision of~ I 00 crore for release of funds to HPRIDC under World Bank Road Project. 

Chart-1.1.2 

Funds allocation and expenditure under Maintenance of SHs/MDRs 

300 

250 

200 

150 
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so 

0 
2005-06 

Source: Finance Accounts figures 

2006-07 2007-08 2008-09 

• Budget • Expenditure O Variation (+)Excess/(-) Savings 

(~in crore) ,, ..,.,.. 

2009-10 

For implementation of the World Bank funded State Road Project, the State Government 

re leases funds to HPRIDC through cheques from ti me to time. During 2006-10, funds 

amounting to ~386.14 cro re (2 1 per cent of tota l expenditure on improve ment and maintenance 

of SHs/MDRs) were released to HPRIDC (Details in Table-1.1.3 below) whereas the 

remaining expenditure of ~1419 . 17 crore (79 per cent) was incurred by the Department 

during 2005- 10. 

There was overall saving of ~103 .3 0 crore during 2005-10 over the budget provided for 

SHs/MDRs whereas expenditure on maintenance of SHs and MDRs had shown increasing 

trend over allotted fund s during the aforesaid period. Audit noticed that allotment of funds 

for maintenance was made on yard stick rates circulated by the Department in June 1997. 

Due to escalation in costs of labour and material the Department had not taken any action 

to revise the rates and funds provided at the above rates were insufficient to meet the 
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expend iture on ma intenance. As a resu lt SHs/MDRs were not maintained properly as can be 

seen from the fo llowing photographs: 

Photograph-1.1.1 Photograpb-1.1 .2 

Chailla-Chopal road (km 12/810) Shimla-Kunihar-Ramsaher road 

In exit conference, the Principal Secretary stated (September 2010) that savings over the budget 

provided for SHs and MD Rs were mainly due to non-receipt of sanctions under Forest Conservation 

Act and litigation by private land owners where land was coming in the alignment of roads. 

The break up of funds provided/released to HPRIDC and expenditure incurred thereagainst during 

2006- 10 is detailed below: 

jYear 
I 

2005-06 

I 2006-07 

2007-08 

I 2008-09 

2009- 10 

Total ...____ 

Opening 

balance --
Nil 

Nil 

(-) 2.75 

49.08 

130.16 
I 

Source: Information supplied by the HPRJDC 

Table: 1.1.3 

Total availability j Funds utilised 

of funds 

Funds released 

Nil Nil Nil 

0.89 0.89 3.64 --
78.00 75.25 26.17 

166.25 I 215.33 85 .17 

141.00 271.16 166.35 

386.14 I 281.33 

~in crore) 

Unspent balance I 
at the close of year 

Nil 

(-) 2.75* 

49.08 

130.16 

104.81 

Denotes excess expenditure oH2.75 crore which was met out of own resources by the HPRIDC and set off in 
the subsequent year against funds received from the State Government. 

From the above table it can be seen that during 2007-10 out of total available funds, funds ranging 

between ~49 . 08 crore (65 per cent) and ~l 04.81 crore (39 per cent) were not utilised by the HPRIDC 

on works. The Principal Secretary, in exit conference attributed (September 2010) low utilisation of 

funds to non-availability of encumbrance free sites and less physical progress. 

As per instructions of State Government issued in September 2008, any interest earned on investment 

of unutilised funds was to be credited into Government account. The HPRIDC from time to time kept 

the unutilised amount in Fixed Deposit Receipts and earned interest amounting to ~7 .80 crore during 

the aforesaid period. The amount was, however, not credited into Government account and remained 

blocked in its bank accounts as of June 20 I 0. The Principal Secretary stated (September 2010) that the 

amount will be deposited into Government account as and when required by the Government. The reply 

is not acceptable as instructions in this regard were already clear. 

7 -
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During 2005-10 funds aggregating ~ 166.80 crore were allotted by HPRIDC to the divis ions 

se lected for test-check fo r upgradation and maintenance of SHs and MDRs. Against this an 

expendi ture of~ l 67.6l crore was incurred by them as detailed in Appendix- I. 

There were no maj or excesses or savings in the budget pro vided during 2005-10. The EEs 

while executing the works, however, co mm itted irregularities as discussed in the succeeding 

paragraphs. 

1.1.8.2 Diversion of funds 

(i) Scrutiny of records of two test-checked divisions8 revealed that during 2005- 10 the EEs 

di verted ~13.60 crore, out of all otted funds of SHs/MDRs for execution of 19 rural roads and three 

bridge works. This was irregular as funds were diverted for purposes other than for which these 

were sanctioned without approval of the F inance Department. 

The EEs wh ile confirming the facts s tated (January-A pril 2010) that the expend iture was charged 

to SHs as per head of account conveyed by the higher authorities. The fact, however, remains that 

divers ion of funds was made w ithout getting approval of the Finance Department. 

(ii) In Dehra Divis ion, it was noticed that instead of surrendering the fu nds, an expenditure 

of ~27 lakh pertaining to the annual repair and maintenance of two SHs/MDRs was debited 

(March 2009) to the original works of SHs/MDRs which was irregular. The EE stated (March 20 I 0) 

that on al location of additional fund expenditure had to be booked to avoid its surrender. The reply 

is not acceptable as it was contrary to the financial rules. 

T he Principa l Secretary stated (September 201 0) that funds were utilised as per Government 

directions. The reply is not acceptable as no documentary evidence in this regard was made 

available. 

1.1.8.3 Irregular expenditure on annual repair and maintenance 

(i) With a view to projecting requirement of funds for annual repa ir and ma intenance of roads, 

the Engineer-in-Chief determi ned per km yardstick rates in June 1997. Before taking up the 

maintenance of roads, the concerned EEs are required to prepare estimates on the basis of prescribed 

yardstick rates and get them sanctioned from the competent a uthority before commencement of 

the financial year. Seven test-checked divisions9 spent ~13 .74 crore for maintenance of 19 roads 

during 2005- 10 without preparing the estimates and getting them technica lly sanctioned from 

the competent authority. The expenditure incurred on these works without obta ining requisite 

technical sanction was, thus, irregular. Moreover, yardsti ck rates were prescribed 13 years back 

and have become un-workable due to escalation in cost of labour and material. Thus, unrealistic 

rates could result in poor quality of repair and maintenance of roads. 

In the exit conference, the Principal Secretary stated (September 2010) that yardstick rates have been 

revised by the E-in-C in 20 10 and the estimates will be prepared/approved in future on the basis of 

these norms. 

Kullu-U and Theog. 
Bharmour, Dehra, Dharamsbala, Jubbal, Kasauli, Palampur and Theog. 
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(ii) As per rules, expenditure on works incurred in excess of 10 per cent of the sanctioned amount 

should be got regularised by obtaining revised sanction of the competent authority. 

In four test-checked divisions 10
, against the sanctioned cost of ~2.49 crore for maintenance of 

eight MD Rs, an expenditure of ~8.59 crore was incurred during 2005-10 without obtaining revised 

sanction of the competent authority. Thus, expenditure of~6. I 0 crore incurred in excess of sanctioned 

provision was irregular. 

The Principal Secretary stated (September 2010) that necessary instructions will be issued to all 

concerned for preparation of revised estimates and getting them approved from the competent 

authority. 

(iii) Scrutiny of records of Dehra division revealed that on maintenance of SHs expenditure 

actually incurred during 2005-10 was ~3.93 crore but in the accounts it was shown as ~4.53 crore 

by charging an expenditure of ~60 lakh on maintenance of rural roads during 2006-07 and 2008-10. 

Thus, expenditure of ~60 lakh incurred on maintenance of rural roads out of allocation of SHs was 

irregular. 

The EE stated (March 2010) that due to availability of funds under maintenance of SHs 

expenditure pertaining to maintenance of rural roads was charged to the SHs to avoid lapse of 

available budget. 

In exit conference, the Principal Secretary assured (September 2010) to issue instructions for not 

repeating such instances. 

1.1.8.-1 Irregular dranal and utilisation of funds 

Financial Rules stipulate that money should not be drawn from the treasury unless it is required 

for immediate disbursement. 

On 26 March 2009 the Superintending Engineer 11 1
h Circle, Rampur issued Letter of Credit 

for allotment of ~5 .39 crore to the Karc hham division for improvement of SHs which was 

valid till the close of the financial year 2008-09. Against this, EE drew an amount of 

~4.65 crore on 31 March 2009 and showed it as final expenditure. The whole amount was, 

however, kept under Deposit head as unutili sed. Thus , depiction of expenditure of~4.65 crore 

to the final head of account of SHs works in the financia l year 2008-09 and its utilisation 

in the subsequent year was in contravention of rules. The action of the EE not only violated 

the prescribed financial system but also resulted in keeping the money outside the normal 

budgetary process . 

The Principal Secretary admitted (September 20 l 0) the facts. 

1.1.8.5 Irregular stock adjustment 

Financial Rules prohibit irregular stock adjustments such as debiting to a work, the cost of 

material not required or purchased in excess of actual requirements to avoid excess outlay over 

appropriation. 

1° Fatehpur, Hamirpur, Kullu-11 and Nalagarb. 

9 
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EEs of two lest-checked divisions 11
, booked material such as bitumen, cement, steel, etc., costing 

~ 1.17 crore aga inst four SHs/ M DRs between March 2005 and March 2009 which was wri tten back 

to stock in the succeeding financia l years between September 2005 and May 2009. The stock 

adjustment were carried out mere ly to avoid surrender of funds relea ed by the Government at 

the end of the financial years, which is irregular and resulted in misrepresentation of utilisat ion 

of stock. 

The Princ ipa l Secretary stated (September 20 I 0) that necessary ins tructions will be issued to 

avoid irregular stock adjustments. 

1.1.9 Programme Implementation 

Execution of works 

During 2005-10 against the target of improvemenl/upgradation of SHs and MD Rs ( inc lud ing 

rural roads) in a cumu lative length of 25,074.630 kms (SHs: 137.630 kms; MD Rs: 24,937 km s) in 

the Stale, achi evement thereagai nst was l 7,719.496 kms (SHs: 58.496 kms ; MDRs: 17,661 kms) 

resulting in an overall shortfall of 7,355. 134 kms (29 per cent) for SHs (79.134 kms) and 

MDRs (7,276 kms) respectively as shown in chart 1.1.3 and 1.1.4 below: 

Chart-l.1.3 
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In the 14 test-checked divis ions aga inst the targeted length of 197.489 kms (SHs: 91.435 kms; 

MD Rs: I 06.054 kms), actual improvement/strengthen ing of roads was done in a length of 

only 148.073 kms (S I-l s: 66.020 kms; MD Rs: 82.053 km s) during 2005- 10 resul ti ng in an 

overal l sho rtfall of 49.416 kms (25 per cent) . T he percentage shortfall in component-wise 12 

ac hieve ment o f targets by these di visions durin g the above period ranged between four and 

I 00 per cent. 

The main reasons for non-achievement of targets in the relevan t years were slow pace of execution 

of works by the contractors w hich is indicative o f poor contract management. 

The Principal Secretary stated (September 20 I 0) that overall shortfa ll was also due to non

c learance of cases under Forest Conservation Act, hostil e working conditi ons and non-availability 

of labour in certain months. The reply is not acceptable as target on realistic bas is should have 

been fixed keeping in v iew the above factors. 

1.1.9.1 \Vorks executed without Technical Sanctions 

As per rul es, no work should be taken up for execution unless detail ed estimate for the same is 

prepared a nd technically sanctioned. The technica l sanction is an assurance that the proposal 

is structurall y sou nd and that the estimate is calculated accurate ly based on adequate data. 

Test-check revealed that in four 13 divisions, s ix road works ( inc luding three spi ll ed over works 

of 2001-05) estimated to cost ~19.89 crore, were taken up fo r execution during 2001-09 on 

the bas is of preliminary estimates (rough cost estimates) prepared for obtaining Administrative 

Approval and Expe nditure Sanction (A/A and E/S). Subsequently, detai led estimates for 

obtaining technical sanction of the competent authority were not prepared. An expend iture of 

~1 7.90 crore was incurred irregularly on these works as of March 201 0. Of thi s, an expenditure 

of ~3 .4 5 crore was incurred by a ll owing dev iations in the scope of work of four roads. The 

EE Bharmour division stated (Ma rch 20 10) that necessary technical sanct ions wi ll be obta ined 

shortly whereas EEs of the three divisions intimated no reasons for not obtai ning the req uis ite 

technical sanction. In the absence of technically sanctioned estimates there was possibility of 

non-adherence to required specifications, making subsequent changes/deviations in the scope 

of work and resul ting in execution of sub-sta ndard/poorer quality of works by the executing 

agencies. 

The Principal Secretary stated (September 20 I 0) that necessary instructions wi ll be issued to a ll 

concerned to prepare detailed estimates and to obtain technical sanctions fo r regularisation of 

expenditure. 

1.1.9.2 Sub-standard execution 

(i) Strengthening of road crust of Mubarikpur-Ran ital-Kangra (S H-23) road in a length of 

l 0.500 kms (kms 113/500 to 124/0) was awarded (April 2006) to a contractor for ~2. 7 1 crore 

with a stipulation to complete it by August 2007. The contractor, however, executed work for 

value of ~1 .89 crore upto December 2008 and stopped further execution without any reasons. 

The payment for above work against running account bill was made to him in April 2009 which 
12 Targets and achievements under MD Rs include fonnation cutting, soling, wearing, tarring, CD, etc., separately fo r each item and 

is inclusive of rural roads also. 
13 Bhannour, Bilaspur-11, Dehra and Una. 
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included ~1 .74 crore for metalling and tarring work. The Chief Engineer (NZ) during inspection 

of the above road in January 2008 pointed out metalling and tarring work not conforming to 

the laid specification . He had recommended for re-execution of defective work and directed for 

non-acceptance of the work which was not conforming to specifications . The road crust got 

damaged due to developing of potholes and the contractor carried out rectification of road crust 

by doing patch work in place of re-execution. Evidently, the Department accepted sub-standard 

metalling and tarring which resulted in premature damage of roads as can be seen from the following 

photographs: 

Photograph-1.1.3 Photograph-1.1.4 

Mubarikpur-Ranital-Kangra road (km 115/200) Mubarikpur-Ranital-Kangra road (km 117/635) 

The EE, Dehra division stated (March 2010) that the whole work was not sub-standard and the 

potholes developed between km 113/500 and 118/300 had been rectified by the contractor. The 

reply is not acceptable as rectification of road crust was done only in patches and the entire stretch 

of road was not got repaired. 

(ii) Improvement/strengthening of Jawalamukhi-Dehra-Nehranpukhar-Kaloha road in a 

length of 11 kms (kms 010 to 11/0) was approved (January 2004) for ~5.29 crore. This also 

included extension of bridge over Naked Khad (km 6.504) from single lane to double lane at a 

cost of ~93. 90 lakh. The execution of the bridge except half RCC railing was got completed up to 

June 2009 at a cost of ~60 . 33 lakh. Records revealed that expansion of single Jane to double lane 

was designed by extending extra width to the masonary piers on upstream side with concrete mix 

of M-15 (Cement: Sand: Concrete: 1 :2:4). The grip of the existing piers and filling thereof was 

also done by adopting the same design mix. Since it was a major bridge concrete mix of less than 

M-20 (Cement: 1: Sand: 1 and half and Concrete: 3) was not to be used as per latest IRC code for 

ensuring safe structures and superstructures of the bridges. 

The CE (Quality and Design) during inspection in June 2005 had also pointed out that concrete mix 

design followed was old and not structurally safe to withstand the traffic density subjected to heavy 

loads. The EE, however, took no action to follow the appropriate mix design by taking up the matter 

with the Superintending Engineer and Chief Engineer (North Zone) in view of deficiency pointed out 

by the CE (Quality and Design) during inspection. 

12 
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The execution of bridge was done in disregard to IRC code and views of the CE (Quality and 

Design) and was a sub-standard work. 

The Principal Secretary in exit conference stated (September 2010) that sub-structure was 

executed in M-15 design mix by using material of good quality and cannot be termed as 

sub-standard. The reply is not acceptable as no action was taken on views expressed by the 

CE (Quality and Design) to follow the appropriate mix design for ensuring adequate safety to 

structure of the bridge. 

1.1.9.3 Inadequate drainage S)stcm causing damage to the roads 

To prevent early damage of the pavement due to excess water and also preventing saturation 

upto a depth of one metre below the top of road sub-grade, an adequate drainage system as per 

IRC specification is required for maintaining the structural and functional adequacy of a road. 

Photograph-1.1.5 Photograph-1.1.6 

Dehra-Jawali Road (km 15/ 150) Dehra-Jawali road (km 16/405) 

Scrutiny of records of three divisions 14 revealed that side drains in respect of SHs and MDRs 

in a length of 296.550 kms (SHs: 200.380 kms; MDRs: 96.170 kms) were inadequate and the 

Department while sanctioning improvement of these roads for an estimated cost of ~24.80 crore 

between January 2004 and October 2008, made provision in the estimates of works only for 

construction of 72.353 kms (SH: 56. 72 1 kms; MDR: 15.632 kms) which was 24 per cent of the 

total road length. Against this, construction of drainage in a length of 26.898 kms was done 

leaving side drains unexecuted in a length of 45.455 kms (63 per cent). The Department fai led to 

ensure construction of side drains for the sanctioned stretches ofroads as of May 2010. Bes ides, 

construction of drainage system for the remaining portions in a length of 224.1 97 kms was still 

to be planned. Meanwhile due to non-providing of adequate drainage and non-maintenance 

of partly executed drains the crust of these roads sustained damages estimated at ~14.38 crore 

during 2005-10 as is evident from the above photographs. 

The Principal Secretary stated (September 2010) that in DPRs now being prepared and got 

approved provision of construction of side drains is being made. The reply is not acceptable as 

1• Debra, Jubbal and Theog. 
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execution of drainage works as per sa nctioned estimates was also not done and indicated fa ilure 

of the Department to provide adequate drainage sy tern for structural a fety of these roads a nd in 

reducing the maintenance co ts. 

I. 1.9.4 Avoidable expenditure due to adoption of uneconomical specification 

Ment ion was made in Paragraph 4 . 12 of the Repo rt of the Compt ro ll e r and A udito r Gene ra l of 

Ind ia for the year ended 3 1 March, 200 1 (Civ il)- Government of Himac hal Pradesh regard ing 

avoidab le ex penditure on provi ding of renewa l coat to roads owing to adoption of convent iona l 

method of Pre-mix Ca rpeting (PC) and sea l coa t (SC) sepa ra te ly ins tead of Mixed Seal 

Surfac ing (MSS) or PC treatme nt o f one time la id one layer. The Pub li c Account Commi ttee 

in its l 4 8'h Report (I o•h Vid han Sabha) had recommended th at th e matter re la ting to laying of 

renewal coat on roads may be taken up w ith the Minis try o f Road Transport and Hi ghways 

for co ns ideration . However, no action in thi s rega rd had been taken by th e Depa rtment as of 

April 20 10. 

Scrutiny of records of fi ve divis ions 15 revealed (March-April 20 I 0) that periodical maintenance/ 

ann ual surfacing/ renewal coat/streng thening of road crust over a n area of 7,53,519 sqms of road 

surface was executed in 24 cases between April 2006 a nd November 2009 w it h the conventiona l 

method of PC with SC at a cost o f~8.23 crore. Had the periodi cal mai ntenance , etc ., been executed 

with MSS, the same was to cost ~6.75 crore. Failure to adopt proper spec ifi cation in these cases 

had resu lted in extra expenditure of ~I .48 crore (~8.23 crore minus ~6.75 crore) . 

The Principa l Secretary stated (Septe mber 2010) that according to topography of the area and 

high dens ity of rain/snow fall , provision of PC with SC was made in the DPRs and the works 

were executed accordingly. The replies are no t acceptab le unl ess spec ifications are modified as per 

topography of different places in the State. 

1.1.9.5 Uneconomical e\.ecution of \\Orks 

According to the State Fi nanc ia l Rules, the powers delegated to accept tender/ technical sanction 

was ~ 15 lakh fo r EEs with more than three years expe rience and ~fi ve lakh for EEs with less than 

three years experi ence. 

Scrutiny of records of eight divis ions 16 revealed (February- March 20 I 0) that the EEs had awarded 

(April 2005-March 20 I 0) major portion of I 7 works (estimated cost ~3.55 crore) by splitting them 

up in 72 1 parts/agreements to 202 contractors at a cost of ~5.33 crore . The tendered rates quoted 

by the contractors ranged between 95 per cent below and 676 per cent above the amount put to 

te nder. Benefit of competitive rates was, thus, not derived by floating single tender for each work . 

Approva l of the competent authority to split up the works had also not been obtained . The EEs 

confirmed the facts and stated (February-March 20 I 0) that the works were split up in view of their 

ex igency and sanctions were being obtained . The repl ies are not tenable as sanction shou ld have 

1 ~ Dehra, Dharampur, Jubbal , Nalagarh and Theog. 
16 Bhannour, Dharampur, Jubbal, Kasauli, Nalagarh, Palampur, Theog and Una . 
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been obtained from the competent authority before sp litting and awarding the wo rks to the 

con tractors. 

In ex it conference, the Principa l Secretary assured (September 20 I 0) to issue instructions for 

obtaining sanctions of the competent au thority for regulari sa tion of expend iture. 

1.1.9.6 Delay in completion of" or ks 

( i) Timeframe prescribed for completio n of any work is the essence of a contract. The 

contractors are therefore required to adhere strictly to the time schedule. Besides, progress of 

the work should be com mensurate with the time all o tm ent. 

Improvement work of Dharwala-Kharam ukh road (MDR-52) in 3.600 kms long portion (kms 

40/0 to 43/600) was awa rded (October 2004) to a co ntrac tor at a tendered cost of~80.84 lakh. The 

contractor co mmenced th e work in October 2004 a nd the work was stipulated to be completed 

by February 2006. Scruti ny of records of Bharmaur division revea led tha t the co ntractor had 

executed work for value of~49.95 lakh (62 per cent) and did not complete the remaining work as 

of Jul y 20 I 0. The completion of work had been delayed by 52 month s. Thus, delay in completion 

of work has resulted in non-accrual of timely benefit of smooth and safe traffic faci lity to the 

road users despite inc urring an expenditure of ~49.95 lakh. 

The Princ ipal Secretary stated (September 20 I 0) that the co ntractor had stopped the work for 

which penality of ~4.44 lakh was lev ied. This w ill be recovered from him. 

(ii) HPRIDC awarde d (August 2008) trengthening of Una- Bar ar-Jahu-Kalkhar- erchowk 

road (SH-16) from kms 93.440 to I 08.830 to a cont ractor for ~33.50 crore under World 

Bank funded State Road Project. The scope of work inc luded widen ing of road to standard 

int ermediate lane configuration in a leng th of 15.390 km s a longwith constru ction of 13 s lab 

cul verts, 33 pipe c ulverts and 20 box cu lve rts. The wo rk was di v ided into two milestones 

with 2.760 kms and 12.63 0 kms to be achieved in miles tones one and two respectively. As per 

con tract agreement both the mil estones were stipulated to be co mp leted by 10 February 20 I 0. 

The contractor commenced the work on 8 August 2008 and it was still in progress as of 

May 2010. 

Scrutiny of records in the office of the HPRJDC revea led that encumbrance free s ite to the 

contractor was made avai lab le in July 2009 due to non-completion of land acquisition process 

on time. Due to delay in handing over of s ite the contracto r could execute wo rk to the exte nt 

of ~3.47 ero re ( 10 per cent of contract pri ce) till May 20 I 0. The fai lure of the Departme nt to 

complete the land acq uis ition process for ensuring time ly availabi lity of encumbrance free site 

delayed the compl etion of work. Since 90 per cent work is stil l to be executed , it is likely to 

result in cons ide rable de lay in provid ing quali ty road faci lity to the public . In ex it con ference, 

the Principal Secretary s tated (September 2010) that though completion of the land acquisition, 

fo rest sanctions and shifting of utiliti es before award of work is an idea l condi tion but keeping in 

view the timeframe fixed for the project it was cons idered necessary to undertake these acti vities 

simultaneously. The rep ly is not acceptable as proper co-ordination amongst all the depa rtments/ 

agencies involved in the process shou ld have been ensured for completion of work within the 

prescribed timeframe. 
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1.1.10 Contract Management 

1.1.10.1 ~on-reco\ er~ of Government dues 

Contract management includes negotiating the terms and conditions of contracts and ensuring 

compl iance therewith as well as documenting and agreeing to any changes that may ari se 

during its implementation. The cases of poor contract management by the Department are 

di scussed be low: 

(i) Two di visions 17 entered into eight contracts with six contractors between August 2004 

and December 2008 for improvement/widening of SHs/MDRs. As pe r estimates/ agreements, 

the contractors were to stack 43 ,433 cum serviceable stone costing ~73.84 lakh . On fai lure to 

do so, recovery for s tone not stacked/ less stacked was to be made at prescribed rate from their 

running account bills. However, part recovery for 12,483 cum stone amounting to ~21 .22 lakh 

on ly was made leaving an unaffected recovery of ~52.62 lakh for 30,950 cum stone from the 

contractors. 

The Principal Secretary stated (September 20 l 0) that the matter will be investigated and recoveries if 

not made earlier would be made from the contractors. 

(ii) In case of delay in completion of work by a contractor, compensation upto 20 per cent of 

the tendered cost of the work was to be levied. ln seven test-checked divisions18, 51 jobs of road 

works awarded to 38 contractors between October 2004 and December 2009 for ~8.51 crore were not 

completed within the stipulated time between May 2005 and February 2010. As such compensation 

of ~9 1 .66 lakh was leviable on them. Two divisions19 had levied compensation of ~56.85 lakh in 

respect of five cases only between January 2006 and June 2009 which had also not been recovered as 

of March 2010. 

The Principal Secretary stated (September 2010) that the cases will be looked into and where the delay 

was on the part of contractors, compensation/liquidated damages will be levied. He further stated that 

action to recover the levied compensation/liquidated damages is being taken up by issuing instructions 

to the divisions concerned. 

1.1.10.2 Payment to contractors \\ithout approval 

As per stand ing orders of the State Government issued in October 2004, any deviation necessitated 

during execution of work, should have prior approva l of the competent auth ori ty before executing 

such deviation and incurring any expenditure. 

The bills of the contractors for deviated items of works should be finalised and the contracts 

c losed within a period of six months of the dates of completion of the works after obtaining 

approval of the competent authority. 

Scrutiny of records of three divisions20 revealed that three contracts awarded between 

September 2004 and March 2006 at tendered cost of ~7. 72 crore were completed between 

March 2007 and April 2009. Against this, payments aggregating ~9.05 crore were made to the 

17 Bharrnour and Theog. 
11 Bharrnour, Debra, Dharampur, Hamirpur, Kasauli, Palampur and Theog. 
19 Bha.nnour and Debra. 
20 Fatehpur, Kasauli and Kullu-11. 
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contractors. Thus, excess payments of~ 1.33 crore over the tendered amount were made to the 

contractors without getting the deviations approved from the competent authority. Though a 

period rang ing between 13 months and 38 months had lapsed as of May 20 I 0 since the completion 

of these contracts but the contracts had not been closed by fina lisi ng the bills due to non-approval 

of deviations. 

In the exi t conference, the Principal Secretary appreciated the audit in hi ghlighting the point and 

assured that instructions will be issued to a ll concerned to avo id inordinate dev iat ions without 

approva l of the competent authority. 

1.1.10.3 Undue benefit to a contractor 

Mob ilisation advances are paid to the contractors exclus ively fo r the costs of mobili sa tion and 

against the new key construction equipme nt p urchased for the work and brought to the s ite subject 

to a maximum of I 0 per cent of contract price. 

HPRl DC entered (April-May 2008) into two agreements with a Chinese company for wi dening 

of two SHs in a length of 125.504 kms at tendered cost of~354.76 crore. The time s tipulated for 

completion of these works is 30 and 36 months respectively. Mobil isati on adva nce of~l 7.73 crore 

(five per cent of tendered cost) was paid (June-July 2008) to the above company. The company 

completed work for value of~ 18.80 crore upto February 20 I 0 aga inst the prescribed financial 

mi lestone of ~2 01. 86 crore. No progress of works after Februa ry 2010 was avai lab le with 

HPRIDC. 

Scrutiny of records revea led that agai nst the va lue of work done (~1 8.80 crore) ~ 1 3. 08 crore 

was paid to the company on ' Interim Payment ' certificates fina lised between March 2009 and 

Apri l 20 10 after deduction of~3.32 crore on account of mobilisation advance. Thus, mobili sation 

advance of ~14.4 1 crore had not been recovered. Had the HPRIDC monitored the progress of 

work properly to get the financ ial milestones ach ieved, who le of the mobilisation advance could 

have been recovered from the firm til l February 20 I 0. The Board of Directors of HPRlDC whi le 

reviewing the status of State Road Projects in their meeting he ld in December 2009 had observed 

that the progress of Chinese company was extremely s low, quite behind schedu le and required 

timely and appropriate action as per terms of the contract agreem ents. No action in this regard has 

been taken by HPRIDC as of May 20 10. 

Thus, undue favour of~ 18.33 crore was extended to the firm due to non-levy of delay damages 

~3.92 crore) as per c lause 8.7 of the contract agreement and de lay in recovery of mobili sation 

advance (~14.41 crore) due to departme nt 's inabi lity to make the Chinese company ad here to the 

prescribed mi lestones for timely completion of the work. 

1.1.11 Monitoring 

Norms and periodicity of inspection of works by the CEs, SEs and EEs had not been prescribed. 

However, in June 2007 the E-in-C at the instance of audit issued instructions for inspection of 

works by various inspecting officers without prescribing any time schedule/periodici ty. In two 

test-checked-divis ions21 CE had conducted inspection on s ix occasions duri ng 2005- 10 wh ile 

21 Dehra and Theog. 
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SEs and EEs had conducted inspections on 17 and 11 occas ions during the same period fo r 

which inspection notes were iss ued by them. The EEs in the remaining cases stated 

(March-Ap ril 20 10) that though inspections had been conducted from ti me to ti me, inspec ti on 

no tes cou ld not be issued due to rush of work. The rep ly is not in consonance with the instructions 

issued by the E-in-C for carrying out ins pections at regular intervals, issuing o f inspection notes 

and to mainta in the prope r record thereof. 

In the absence of inspection notes, entries in the s ite order books, inspection registers, qua lity 

control registers, etc., the quali ty contro l mechani sm and moni toring of works was inadequate. 

Further, after entrustment of SHs and M DRs works to HPRIDC the Operation Manual brought 

out by the Corporation in 2007-08 al so provided for frequent inspection of works by officers 

from the Headquarters as essentia l for effective monitoring of the project. Accord ingly, MD is 

requi red to inspect the project under his jurisdiction at least once in a quarter and CE-cum- PD or 

EE concerned at least once in a month. Inspection report/tour observations should invariably be 

issued with in seven days of comple ti on of inspection. During 2008-2010 against the required 148 

and 444 in spections, the MD and CE-cum-PD had ins pected the projects on 18 and 6 1 occasions 

respecti vely. No reasons for inadequate inspection of ongoi ng projects were advanced by the 

officers at HPRIDC headquarters. 

The Principa l Secretary s tated (September 2010) that necessa ry instruc tions will be issued to fix 

the norms a nd periodicity of inspect ions by the officers of PWD, to issue inspection notes and for 

maintenance of s ite order books, in spection regi sters, e tc. 

1.1.12 Conclusion 

>- Though achievements against the targets in providing road connectivity are satisfactory, a 

strengthened road network is essential for socio-economic development of the State. 

>- To achieve the objective of good quality roads in a time bound manner there exist no State Road 

Policy for plans and action for improvement and upgradation of State Highways(SHs) and Major 

District Roads(MDRs). 

>- The work of upgradation/improvement of SHs and MD Rs did not match the !RC standards. 

Since State Highways and Major District Roads are secondary roads, inadequate capacity, 

insufficient pavement and poor riding quality are likely to affect road user cost. There were 

cases of damages to roads due to improper drainage system and execution of works w ithout 

technical sanctions. 

>- The works were de layed due to non-avai lab ility of land before awarding them to the 

contractors. 

>- Due to non-levy of liquidated da mages (LDs) on the contractors fo r de lay/non-completion 

of works and non-recovery on account of levied LDs a nd usefu l materi al, undue favou r was 

ex tended to them. 

>- Poor contract management a nd inadequate monitoring of works contributed instances of 

sub-standard road works and un fruitfu l expenditure leading to denia l of e nvisaged quality 

road fac ili ty to the public. 
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1.1.13 Recommendations 

• The Government should formulate a long term ma ter plan expeditiously with clear milestones 

and timeline for providing the facility of good quality roads to the public. 

• Funds shou ld be provided in a plann ed manner to avo id the need for the ir drawal at the fag 

end of the financ ial year besides g iv ing ri se to improper accounting prac tices. 

• Norms for periodic maintenance of road s need to be ensured on rea listic bas is by revising 

yardst ick rates so that roads are mai ntained properly. 

• Execution of repair and maintenance of road works by the EEs should be taken up after 

preparing the estimates and obtai ning necessary sanc tion of the competent authority 

wherever required. 

• The Department s hould ensure avai labi lity of encumbrance free land afte r obtaining the 

neces ary approva ls and clearance for timely completion of road works. 

• For effec ti ve contract manageme nt, the Sta te Gove rnment s hould issue suitabl e 

direction s/ in struc tions to the agenc ies invo lved in the construct ion of road s to take 

prompt acti on against the con tractors w he re th e work is behind schedu le , to e ns ure 

recovery of liquidated damages a nd payment of deviated quantities of works on ly after 

app roval by the comp etent authority. 

• An appropriate system needs to be evolved to ensure adequate inspection and monitoring 

of the ongoing works of improvement/s trengthening and periodic ma intenance of 

SHs/MDRs. 

These findings were referred to the Government in August 20 IO; their reply had not been received 

(September 20 10). 
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Rural Development Department 

1.2 Implementation of Mahatma Gandhi National Rural Employment 
Guarantee Act 

The tate Government started implementation of Mahatma Gandhi ational Rural 

Employment Guarantee Act (MNREGA) from the date it came into force viz. 2 February 2006. 

The basic objective of the Act is to provide 100 days of guaranteed employment in a financial 

year to every household whose adult members volunteer to do unskilled manual work at the 

minimum wage rate. Performance audit of the Act revealed that during 2005-10, the State 

Government generated 617.70 lakh persondays of employment by spending ~1,039.63 crore 

and benefiting 4.97 lakh (cumulative number) rural households in the tate. T hough the 

employment provided to women was satisfactory, significant areas of deficiencies noticed by 

audit are as under: 

)> There were deficiencies in the planning process, particularly in the preparation of five year 

District Perspective Plans (DPPs). 

(Paragraph 1.2. 7.2) 

)> To reduce the risk of financial 'leakage' and to promote transparency and accuracy in fund 

management, the practice of monthly squaring of accounts was not introduced at any level 

to verify that all money released are accounted for u!lder three heads viz, money held in bank 

accounts at various levels, advances to implementing or payment agencies and expenditure 

vouchers. 

(Paragraph 1.2.8.1) 

)> Works were not taken up as per the priority list but rural connectivity which was at the bottom 

in the priority list was given top priority. This resulted in non-execution of adequate number 

of works such as drought proofing, afforestation and soil conservation for addressing the 

chronic cause of poverty and strengthening the natural resource base of rural livelihood. 

Besides, during 2007-10, nine out of 12 selected Blocks irregularly spent ~19.19 crore on 

works not permissible under the Act or separately notified by the GO/. 

(Paragraph 1.2.10.2) 

)> Wages of~ 97.45 lakh were paid to workers with delay ranging from 15 to 90 days after the 

prescribed period of a fortnight. 

(Paragraph 1.2.11.2) 

)> Muster Rolls maintained by the 48 test-checked GPs did not bear unique identity number . 

Besides the signature of inspecting officer(s) in token of having the works inspected were 

also not found recorded on Muster Rolls in any of the test-checked GPs. 

(Paragraph 1.2.11.4) 

)> The Status of inspection of works at State, District and Block levels was poor and the State 

Government had not de ignated any State and District Quality Monitors for ensuring quality 

audit of works as of June 2010. Besides, monitoring at higher level by the State Employment 

Guarantee Council was also found deficient. 

(Paragraphs 1.2.13.1, 1.2.13.2 and 1.2. 7.1) 
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l.2.1 Introduction 

The Mahatma Gandhi a tional Rural Employment Guarantee Act, 2005 (M REGA) guarantees 

100 days of employment in a financial year to any rural household whose adult members arc will ing to 

do unskilled manual work. The Act initi ally came into force with ctTcct from 2 February 2006. Out of 

the 12 districts in the State, two22 districts were notified in 2005-06, two23 districts in 2007-08 and the 

remaining eight24 distric ts in 2008-09. The basic objective of the Act is to enhance livelihood security 

in rural areas by providing at least 100 days' o f guaranteed employment, besides generating productive 

assets, protecting the environment, empowering rural women, reducing rural-urban migration and 

fostering social equity, among others. 

The Act requires every Sta te to form ul ate a S ta te Rural Em ploy ment Guarantee Scheme ( REGS) 

w hich s hould conform to the minimum features specified under the Act. Accord ing to the Act, 

rural households have a right to register th emselves with the loca l Gram Panchayat (GP) and seek 

employment. Work i to be provided w ithin 15 days of the date o f demand fai ling w hic h the State 

Governme nt will have to pay unemployment a llowance to the applicant at the s tipulated rates. 

The Central Government w ill bear a ll costs o ther than the fo llowi ng whic h are to be bo rne by the 

State Government: 

-, 25 per cent of the cost of material and wages for semi-skilled/skilled workers; 

};>- Unemployment allowance; and 

>- Administra tive expenses of the State Employment Guarantee Council. 

1.2.2 Organisational Set up 

Rural Developmen t Department (RDD) of the State is the nodal Department for implementation 

of the MN REGA. The organisational set up for implementation of the scheme in the State is as 

under: 
St ate Employment G ua r antee Council 

C hief Minister as C hairman 

Secretary (Rural Development) 

J 
_J 

Directo r (R ural Development Department) 
(Com mlssloner- M R EGA) 

Addition al Director (Rural Developmen t) -
State Coordinator M R EGA 

District Programme Coordinator (Deputy 
Commlu loner of the rupectlve districts) ( 12) 

22 Chamba and Sinnaur. 
u Kangra and Mandi. 

Additional Progra mme Coordina tor (12) 
(Additional Deputy Commlsslo ncrs/Addltlonal 

Dist ric t Ma11l1trate1) 

Project O fficen, District Rural Development 
Agencies ( 12)- District Level Implemen ting 

agencies 

L P rogramme O ffi cer (77) 
(Block Development O fficen of the respective 

Block) 

I 

J 
Pancbayat Secreta ries _J 

1
' Bilaspur, Hamirpur, Kinnaur, Kuitu, Lahaul and Spiti, Shimla, Solan and Una. 
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1.2.3 Scope of Audit 
The performance audit covered the period 2005-10 and was carried out during March-June 20 I 0 

through a a mple check of records in the offices of the Director, Rural Development (Director), 

five25 out of 12 District Programme Coordinators (OPCs) in the State, 12 26 out of 39 Blocks in the 

selected dis tricts and 48 out of 598 GPs fa ll ing under the jurisdiction of the se lected Blocks. The 

se lection of di stri cts and Blocks was based on Simple Random Sampling without Replacement 

(SRSWOR) method, and GPs were selected on the basis of Probability Proportionate to Size with 

Replacement (PPSWR) method . 

1.2.4 Audit Objectives 

The main audit objectives were to assess whether: 

);:> effective steps were taken by the State Government for planning, implementation and monitoring/ 

evaluation of the MNREGA outcomes; 

>- the procedures of preparing perspective and annual plans at different levels for estimating the 

likely demand for work and preparing a shelf of projects were adequate and effective; 

);:> there was an effective process in compli ance with the Act and guidelines for registration 

of households, issue of job cards, planning and execution of works, payment of wages/ 

un employment allowance, accounting and utilisation of funds; 

);:> there was an adequate and effective mechan ism for socia l audi t and grievance redressa l; 

and 

);:> there was an adequate and effective mechani sm at different levels for monitoring and 

eva luation of MNREGA outcomes. 

1.2.5 Audit Criteria 

Audit findings were benchmarked against the following criteria: 

);:> The MNREGA, 2005 and notification issued thereunder; 

);:> The MNREGA O perational Guidelines (2006) w hich were further revised in 2008; and 

);:> Instructions and orders issued by GOI, Ministry of Rural Development/State Government 

from time to time . 

1.2.6 Audit Methodology 

The performance audit of implementation of the Act commenced with an entry confe rence 

(May 20 I 0) with Secretary, RDD, where in the audit objectives, aud it criteria, scope of audit and 

methodology were discussed. 

Audit conc lusions were drawn after scrutiny of records in selected units, analysis of available 

data, issue of audit memoranda and examination of the responses of various functionaries. The 

report was finali sed after taking into account the views put fo rth by the Government during an 

exit conference held in August 2010 with the Secretary (RDD). 

25 Chamba, Hamirpur, Kangra, Kullu and Sirmaur. 
26 Bamsan, Bhaniyat, Debra, Fatebpur, Kullu, Lambagaon, Nadaun, Nagger, Pancbruk.hi, Rajgarb, Salooni and Shillai. 
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1.2.7 Planning 

1.2. 7 .1 Prcparator~ steps 
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The obligation to provide employment within 15 days, necessitates advance planning. The basic aim of 

the planning process is to ensure that the District is prepared to ofTer productive employment on demand. 

The fo llowing preparatory steps were required to be taken for planning and effective implementation 

of the Act: 

•!• Formulation of State Employment Guarantee chemc 

In accordance w ith Section 4 (i) of the Act, every State Government was required to formulate 

and no ti fy w ithin a year from the date of commencement of the Act, a scheme for g iving effect to 

the provis ion of Section 3 of the Act ensuri ng g ua rantee of empl oyment to rura l households. The 

State Governmen t notified Himacha l Pradesh Rural Employment Guarantee Scheme (HPR EGS) 

in November 2006 to comply with above provisions w ithin the prescribed timeframe. Further, 

the Act required the State Government to make rules to carry out the provis ions of the Act and 

indicate grievances redressal mechanism. Formulation of uch rules was crucial for the effective 

implementation of the Act. 

The State Government notified (December 2009) rules with regard to social audit and grievance 

redressal mechanism after de lay of more than three yea rs of formulation of HPREGS. It was 

noticed that grievance redressal mechani sm was non-existent upto 2008-09 a t State leve l as 

Complaint Register was mainta ined on ly from 2009- I 0 . Due to non-formation of grievance 

redressal mechanism a t State level, in twon out of five di stri cts se lected for test-check, 342 out 

of 39 I publi c complai nts pertaining to the period 2005-09 were not disposed of by th e concerned 

DPCs and the compl a inants could not get their complaints resolved a t the State level. 

In ex it conference, the Secretary accepted the facts and stated (A ugust 20 I 0) that complaints from 

the public were mostly resolved wi tho ut de lays. However, no documentary proof in support of 

above contention was furnished to audit. 

•!• State Employment G uarantee Council (SEGC) 

The Act stipu lates tha t every State Government should set up a State Employment Guarantee 

Council (SEGC) which is responsi ble for advising the State Government on implementation, 

evaluation and monitoring of the scheme. The State Government constituted SEGC in July 2006 

with the Chief Minister as Chairman, the Rural Development and Panchayati Raj Ministe r as 

Vice-Chairman, 14 official members and 15 non-official members. To oversee the implementation 

of the scheme, the SEGC was required to convene meetings twice a year. 

It was noticed that the SEGC held only two meetings in December 2006 and January 2009 against 

the required number of seven. 

Inadequate monitoring by the SEGC, resu lted in non-exercis ing of any check over planning 

process, execution of works without technical estimates, preparation of shelf of works without 

2' Kangra and Smnaur. 
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ensuring work priorities according to the provision of the Act as brought out in paragraphs 1.2.10.2 

and 1.2. 10.4. 

Additional Director, ROD s tated (June 20 I 0) that due to busy schedule of the C hief Min iste r and 

other administrative reason , the required meetings of SEGC could not be convened. The fact, 

however, remains that high level monitoring for imp lementation of the Act was inadequa te. 

1.2.7.2 District Perspccth c Plan 

The MNREGA operational guide lines sti pulate the preparation of a five year District Perspective 

Pl an (OPP) to facilitate advance planning and prov ide a development perspective fo r the 

district. The aim is to identify the types of REGS works to be encouraged in the di trict and the 

potential linkage between these works and long term employment generation and susta inable 

development. 

In three28 out of five te t-chec ked district , DPPs were not prepared. In the rema ining 

two 29 districts, DPPs were prepared but the same were not prepared as per guidelines a nd 

instructions of GOI is ued in August 2006. In the DPPs of these two districts prioritisation 

of works as per Section 4 (3) of the Act wa not done and work which were not permissible 

under the Act were included for exec uti on. Also, these DPPs were not sent for a pp roval of 

GO I uptill May 2010. In th e abse nce of DPPs the types o f works which should be execu ted in 

the district to e nsure long term employment generation and sustained development were not 

identified . Thi s resulted in unplanned execution of works on adhoc basis. The Govern ment 

sta ted (Septe mbe r 20 I 0) that the preparation of OPP is an exhaustive process which requires 

expertise and resource mapp ing ski ll. 

1.2.7.3 Annual Plans 

The Annual Pl an (AP) is a working plan that iden tifies the activities to be taken up on priority in 

a year. MNREGA gu idelines envisaged that th e process for approval of APs from different levels 

of PRls viz., GPs, Intermediate Panchayats ( IPs) and Distri ct Panchayats must be compl eted by 

December of the preceding year. For ensuring people 's participation in the planning process, 

Gram Sabha should be convened in advance to estimate demand for labour and propose the 

number and priority of works to be taken up in the fo llowing year. T he APs of GPs were to be 

fo rwarded lo the Programme Officer who wou ld scrutinise and consolidate them into a block 

plan . The block plan which also identifies works involving more than one GP, was to be then 

forwarded to the DPC for scrutiny a nd conso lidation into a district pl an. The DPC would examine 

and approve the district plan. 

It was noticed in audit that documented annual plans as discussed above were not prepared d uring 

2005- 10 in any of the districts selected for test-check. In the absence o f these plans there were no 

shelf of projects for timely approval, thus affecting the ability to meet demand for employment . 

Bes ides, in the absence of details of physical assets and enduring outcomes in the District Annual 

Plans, no meaningful comparison of actua l achievements-vis-a-v is plan is poss ible. 

u Hamirpur, Kangra and Kullu. 
29 Chamba and Sirmaur. 
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The Government s ta ted (September 2010) tha t instructions regarding preparation of Annua l 

Ac tion P lans have been reiterated and implementi ng agenc ies have been directed to prepare 

documented An nua l Plans. 

1.2.8 Financial Management 

GOI re leased funds directl y to distri cts upto March 2009 and thereafter to Director, Rural 

Development fo r implementation of the scheme. The release of funds was based on the State 

Government's labour budget appraisa l containing the details of anticipated demand of households 

for employment and cost per personday. A separate bank account was required to be opened at 

district, Block and GP levels. Similarly, the State Government was also requ ired to establi sh a 

State Employment Guarantee Fund (SEGF) from w hich State share was to be re leased directly to 

districts. 

1.2.8.1 Financial Performance 

The year-wise position offunds re leased by the GOI and the Sta te Government for implementation 

of the scheme and uti lisation thereagai nst during 2005- l 0 is g iven as under: 

Table: 1.2.1 

(~in crore) 

Year Opening Funds received from I Total funds Funds Unutilised fund 
balance - released utilised at the close of 

GOI State Government year 

I (including interest 
and other receipt) 

2005-06 I Nil 8.73 0.01 8.74 0.54 8.20 

2006-07 8.20 45.23 7.84 53.07 32.08 29.19 

2007-08 I 29. 19 125.96 I 18.91 I 144.87 122.83 51.23 

2008-09 51.23 4 10.1 1 40.81 450.92 325 .60 176.55 

2009-1 0 I 176.55 375.47 I 59. 12 434.59 558.58 52.56 

Total I 965.50 126.69 1092.19 1039.63 

Source: Departmental figures 

From the above table it can be seen that out of tota l financia l assistance of~ I 092. 19 crore prov ided 

by the GOI and the State Government during 2005-10, utilisation of funds on implementation of 

scheme was ~1039.63 crore (95 per cent). In fi ve test-checked districts, against tota l re leases 

of ~646. 8 1 crore during the aforesaid period, uti lisat ion of funds was ~612.43 crore as detai led 

in Appendix-II . The percentage of utilisation of funds in these districts ranged between 16 and 

98 per cent. 

•!• Delay in release of State share 

As per guide lines, State share of funds is requ ired to be released w ithin 15 days of the re lease 

of Central funds. It was, ho wever, noticed that during 2005- l 0 State share amounting to 

~73 .99 crore was not released with in 15 days of the re lease of funds by th e GOI. The de lay 

in re lease of funds ranged between 15 and 169 days. Deputy Director (Stati s tics) Ru ra l 
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Development Department stated (July 20 I 0) that due to lengthy procedure of obtain ing 

expenditure sancti on delay occurred in release of State share o n some occasions. The reply is 

not accepta ble as initiation of ti me ly action is necessary to ensure timely release of funds to 

the imp lementi ng agencies. 

•!• Establi shment of State Employment G uara ntee Fund 

According to the scheme guide lines, the State Government was required to establish a fund to 

be called the State Employment Guara ntee Fund (SEG F) . The fund was to be expended and 

administered as a revolving fund with rules that govern and ensure its utilisation according to the 

purpose of the Act. The SEGF was set up in the State in July 2008 but the State Government has 

not designed a complete Financia l Management System as of June 20 I 0. This was necessary to 

ensure transparency, efficiency and accountability and track the use of funds towards the final 

outcomes. The Government stated (September 2010) that framing of rules of SEGF is under 

process. 

•!• Monthly squaring of accounts 

To red uce the ri sk of financia l ' leakage' and to promote transparency and accuracy in fund 

manage ment, the practice of month ly sq uari ng of accounts is required to be introduced to 

verify that a ll money re leased under MN REGA are accounted fo r under three heads viz. money 

he ld in bank accounts at various levels, advances to implementing or payment agenc ies a nd 

expenditure vouchers. It was noticed that monthly squaring of accounts was not done by any 

of the test-checked units viz. District, Block and G Ps. In the absence of it accuracy of actua l 

expenditure, advances paid and unspent amount ly ing in bank accou nts could not be verified 

in audit. 

The Government stated (September 2010) that instructions have been issued to the implementing 

agencies to ensure monthly squaring of accoun ts and reconciliation thereof. 

1.2.9 Registration and issue of Job Cards 

Before demanding employment under REGS, rural households have to register themselves and get a job 

card. The process for registration of households, issue of job cards, as per the MNREGA operational 

guidelines is as follows: 

);;;- Household may submit an application for registration or submit an oral request. 

);;;- A Gram Sabha shall be convened to mobi lise applications for registration and conduct 

verification. 

);;;- A door-to-door survey may also be undertaken to identify persons willing to register under 

the Act. 

);;;- Job cards should be issued within a fortnight of the application for registrati on. Photograph 

of adult member applicants should be attached to the job cards, number assigned and entered 

in the Job Card Reg ister. 



Chapter-I : Performance Reviews 

Audit scrutiny revea led the following: 

1.2.9.1 Discrepancies in registration at Panchayat level 

In 40 , out of 48 selected G Ps covering 11 ,730 registered households, the followi ng 

d iscrepanc ies we re noticed in rece ipt of app li cations for registrati on and maintenance of job 

ca rd registers: 

);:>- There were no signatures of 737 job card holders in Job Card Registers (JCRs). 

);:>- Joi nt photographs were not affixed in 657 cases. 

);:>- Verifi cation in respect of 392 cases was not done by the Pradhans of concerned G Ps. 

);:>- In 570 cases there were no signatures o f registering authority (Pradhan) in the JC Rs. 

);:>- In 274 cases date of registration was not entered in the JCRs. 

);:>- In GP Simbalkhola (Panchrukhi Block) 48 households applied for registration tn 

November 2008, but they had not been registered as of March 20 l 0. 

ln the ex it conference, the Secretary assured (August 20 I 0) to take corrective action on these 

matters. 

1.2.9.2 Registration of Minor member of households 

Operati onal guidelines ofMNREGA provided for reg istration of only adult members w ho volunteer 

to do unskilled manual work. 

Scrutiny of JCRs in the test-checked districts revealed that 4 19 minors of 308 househo lds were 

registered in fi ve GPs30 of Salooni Block. In G P San ooh , 16 minors were a lso engaged on 2 1 works 

( involving 35 muster rolls) between June 2006 and September 2007 and paid wages for 7 I 6 days 

at the rate of ~75 per day w hich was applicable for an adult worker. 

The Government stated (September 20 l 0) that the matter has been taken up with the concerned 

implementing agency and strict departmental/penal action is contemplated against the defau lters . 

1.2.10 Execution of works 

According to the Act and MNREGA guidelines the fo ll owi ng requirements for execution of works 

should be complied wi th : 

);:>- To avoid dupl ication, a unique identity number should be assigned to each work. 

);:>- Administrative approval and technica l sanctions should be obtained fo r all works in advance, 

by December of the previous year. 

);:>- Worksite faci lities viz. medica l aid, drinking water, shelter and creche (if there are more than 

five children below the age of six years) are to be ensured by the imple menting agency. 

) Asset Registers for completed works is required to be maintained at GP and Block level. 

30 Shanda!: 169; Jakhota: 21; Ligga: 81; Rast: 16 and Sanooh: 132. 
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Scrntiny of the records of 48 GP s 10 five districts selected for test-checked revealed the 

fo llowi ng: 

1.2.10.1 Unique identit) number not assigned to works 

o unique identity numbers were a llotted to works in any of the Panchayats to ensure proper 

records of works and to avoid dup lication in execution of works. 

1.2. l 0.2 Execution of low priority/inadmissible works 

As per operat iona l guidel ines read with Section 4 (3) and schedule-I of MN REGA , the works be 

taken up in order of priority as la id down in the scheme. The works of water conservation and 

water harvesting works were the first p riority and rural connectivity was the lowest in the priority 

list. Detai l of expendi ture incurred on d ifferent works during 2005- 10 in the fi ve tes t-checked 

d is tricts in order of their pri o rity are tabu lated below: 

Table: l.2.2 

~in crore) 

Sr. No. Category/priority of wor ks N umber of Expenditure 
----, 

Percentage to 
Works incurred total works 

Water conservation and harvesting 17,748 123.93 13 

2 Drought proofing, afforestation and plantation 2,873 22.76 

±= 
2 

3 } irrigation canals and minor irrigat ion works 12,861 106.07 9 

4 Provision of irrigation fac ilities to SC/ST etc. 3,805 24.62 3 

5 Renovation of traditional water bodies 8, 128 54.54 6 

6 Land development 7,665 53.49 6 

7 Flood control and protection work 15,3 12 136.00 II 

8 Rura l connectivity 63,856 47 1.56 47 

9 Other works 3,694 15.90 3 

Total 1,35,942 1008.87 

Source: Departmental figures 

From the above table it would be seen that imp lementing agencies ignored statutory priori ties 

in executi on of works and gave highest priority to rural connectivity which was the lowest in 

the priority list. O ut of 1,35,942 works executed at a cost of ~ I 008.87 crore during 2006-1 0, 

63,856 works ( 4 7 per cent) costing ~47 1. 56 crore pertained to rural connectivity. Works such 

as water conservation and harvesting, drought proofi ng (including afforestation and plantat ion) 

irrigation and renovation of traditional water bodies were not taken up in order of the ir priorities as 

execu tion of such works was important to strengthe n the natural resource base of rural livelihood 

a nd address the main cause of poverty. This indicated lack of p lanning at Block and district levels 

as the POs and DPCs d id not scrutini se the appropriateness of proposals for execution of works 

as requ ired under the guideli nes. 

Similarly, during 2007- 10, an expenditure of ~ l 9.19 crore was incurred by nine out of 12 selected 

blocks on construction of 3298 works such as Shamshan Ghat, Rain shelters, Kuchha/Pacca paths, 

Kitchen sheds in primary schools, etc. , which were not notified by the GOI. 

Thus, execution of aforesa id works in vio lation of the provision of the Act was irregu lar. 
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Further, Asset Registers were not maintained in any of the test checked Blocks and GPs si nce the 

inception of the scheme. ln the absence of Asset Register at Block and GP levels, current status and 

benefits derivable by the beneficiaries could not be ascertained in audit. Also, non-maintenance 

of asset regi ster implied that there was no record of the durable assets created and it would not be 

possibl e to ensure their subsequent maintenance and retention of ownership. 

The Government stated (September 20 l 0) that in !ructions to th e implementing agenc ies have 

been issued for taking up works as per the priority reiterating that rural connectivity may be given 

last priority and water conservation/ harvesti ng works be given first priority as envisaged in the Act 

and to maintain Asset Regi sters. 

ln the exi t conference the Secretary stated (August 2010) that as per scheme guidelines GPs had 

the liberty in se lection of works and adm in istration was not to issue any directions to them. The 

reply is not acceptable as focus of the scheme on the works in o rder of priority was a lready laid 

down in the Act. 

1.2. 10.3 Construction of roads contrary to specifications 

As per gui deli nes rura l connectivity was to be provided w ith a ll weather access wi thin the vi llage 

area. During 2006-10 in Dehra, Rajgarh and Sh illai Blocks 172 works of Kutcha roads were 

exec uted at the cost of ~2 .24 crore w ithout stabil isation of top surface and adequate prov ision for 

drainage and culverts. This occurred due to fa ulty preparation of estimates by the departmental 

technica l staff posted at Block and GP levels. As a result, it was not possible to make these 

roads negotiable in all seasons particu larly in the rainy season as is evident from the followi ng 

photograph: 

Photograph- 1.2.l 

Link road Naini-Dhar to Jhakando in Shi llai Block. 

The Government stated (September 20 10) that instructions have been issued to all the implementing 

agencies to stabilise the roads with locally available aggregate and providing adequate drainage 

system to make them negotiable in all seasons of the year. 
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1.2. l 0.4 Execution of works without technical estimates 

Tec hnical sanction is an assuran ce that proposa l is stru ctura ll y so und and that the estimate is 

ca lculated accurately based on adequate data. Jt was noticed that duri ng 2007- 10 in Salooni 

Block, 6,932 works were executed through panchayats at a cost of ~36.17 crore without 

preparing es timates or obtaining technical sanctions. The assessment of works was done 

after completion of work and measurements were recorded in the MBs in such a manner 

that the value of works executed equaled the sanctioned cost. As such, due to execution of 

works without preparati on of detailed techn ica l estimates, the quality of wo rks could not be 

ensured. 

The PO concerned admitted the facts and stated (May 2010) that technical estimates were not 

prepared due to shortage of technical staff and rush of work. 

The Secretary in the exit conference assured (August 20 l 0) that necessary directions to the 

imp lementing agencies would be issued. 

1.2.l 0.5 Execution of ·works through agencies not specified in the Act 

As per operational guidelines of MNREGA, the Gram Panchayat is the single most important 

agency for execution of works as the Act mandates earmarking a mini mum of 50 per cent of 

the wo rks in terms of costs to be executed by the Gram Panchayat. The other Implementing 

Agencies (IAs) can be intermediate Panchayats, line departments of the Government, Public 

Sector undertaking of the Central and State Governments Cooperative Societies with a majority 

shareho ldi ng by the Central and State Governments and reputed NGOs having a proven track 

record of performance. Besides, Self Help Groups (SHGs) can also be considered as I As. 

In Sa looni Block of Chamba district, during 2006- l 0, the PO entrusted execution of 4 73 works to 

" local committees" of the vill agers who had no proven track record of performance and techn ical 

expertise. Besides, these committee got registration under the Himachal Pradesh, Societies 

Registration Act, 2006 without any shareholding of State/Central Government. As such, these 

committees were not eligible implementing agencies. An expenditure of ~5.54 crore was incurred 

on works during the aforesaid period through the committees. Scrutiny further revealed that 

no records relating to employment generated, expenditure incurred on wages and materia l was 

ava ilable with the PO concerned. The PO without obtaining the above details and getting the 

assets created accounted fo r in the record of concerned GPs, made payment to these committees. 

Moreover, the possibility of s iphoning of funds by way of col lusion among labourers and 

middleman (committees) to share inflated wages cannot be ruled out. Besides, periodica l reports 

were sent to GOI without incorporating the factua l position of persondays generated for the rura l 

masses. 

The Government stated (September 20 I 0) that necessary instructions have been issued to the 

DPO Chamba and the PO (BDO) Salooni has been chargesheeted on thi s count. 

1.2.10.6 Preparation of Project Completion Report 

MNREGA guidelines stipulate that on completion of every project/work, a Project Completion 

Report (PCR) should be prepared as per the prescribed format in the work register and the detai ls 

entered therein should be verified by a senior officer. A photograph of completed work should be 
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taken as a record of work done and attached to PC R. PC R should be placed in the fi le pertaining 

to the work in the office of the implementin g agency. This wou ld serve as a reco rd of verificat ion 

o f comple tion of work. 

In five1 1 out of 12 selected Blocks 9,313 works were got executed and shown as co mpleted at a 

cost of~47.95 crore in the works reg ister but the requisi te PCR setti ng forth the above particu lars 

were no t prepared and kept on record. In the absence of any PCR du ly verified by a respons ib le 

office r the authentic ity of completed works could not be verified in audit. 

The Government stated (September 20 10) that implementing agencies have been directed to 

prepa re Project Comp letion Report as per the prescribed forma t. 

1.2.10. 7 \\'age-material ratio not maintained 

In four32 out of 12 selected Blocks, the requisite ratio wa also not ma intained to the pre cribed 

ex tent as percentage of wage costs was between 50 and 58 per cent during the aforesaid pe riod. In 

48 G Ps selected for test-check, 243 works were completed during 2006- 10, it was noticed that in 

respect of 168 works the ratio of wage component was less than 60 per cent and it ra nged between 

12 and 58 per cent respectively. As the amount spent on material exceeded the prescribed limit 

o f 40 per cent, the purpose of prescribing higher ratio for wage component was defeated resulting 

in ava ila bili ty of less fu nds for employment ge neration. 

1.2.11 Employment and wages 

1.2.11. I District Schedule of Rates 

The MNREGA operational guidelines stipulate that: 

j;> District Schedule of Rates (DSR) should be prepared for each district and should be posted at 

worksite in the local language. 

;;. The State Government should prepare exhaustive and detailed list of tasks required for undertaking 

works, in different geomorphological conditions and the productivity norms for DSR should be 

worked out for each locale in such a way that seven hours of normal work earns minimum wages 

on a piece rate basis. 

It was noti ced in audit that the requis ite DS R was not prepared in any of the distric t se lected for 

test-check . The labourers engaged on work were required to finish a fix ed quantity of work as per 

the prevalent Schedule of Rates (SOR) applicab le in the Public Works Department (PWD). Since 

the SOR of PWD were based on the work to be done by healthy and able bodied labourers not 

above the age of 65 years, non-preparation of the DSR was contrary to the objective of the scheme 

as any w illing adult member including old aged and disabled wou ld not be able to complete the 

works as per SOR of PWD. 

While admitting the facts in the exit conference the Sec retary stated (August 20 I 0) that it was not 

possible to prepare the DSR due to non-ava ilabi lity of technical competence in the Department. He 

further stated that DSR would differ from one di stri ct to another owing to different geographica l 

ii Samson, Bhaniyat, Fatehpur, adaun and Salooni. 
i 2 Bhatt iyat, Naggar, Panchrukhi and Shillai. 
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conditions. The reply is not acceptable in view of the fact that M REGA guidelines required fixat ion 

of productivity norms for DSR in respect of each locale in such a way that seven hour of work earns 

minimum wages on a piece rate basis. 

1.2.11.2 Payment of nages 

As per guidelines the workers were to be pa id wages on a weekly basis and in any case not beyond a 

fortn ight of the date on which work was done. In the case of delay beyond a fortnight, workers were 

entitled to compensation as per the provisions of the payment of wages Act, 1936. 

Audit noticed that in 37 out of 48 GPs selected for test-check, labourer engaged on 672 mu ter 

rol l during 2008-10 were not paid wages (~97.45 lakh) on time i.e. withi n the prescribed period of 

a fortnight. The delay in payment of wages ranged between 15 and 90 days. o compensation was 

paid to labourers for delayed payment. 

The Government stated (September 2010) that in some far flung/remote Gram Panchayats there are 

some instances of delayed payments. The fact , however, remains that delayed payment of wages is 

a violation of the Act and also affects the li velihood security of the labourer . 

It was further noticed that in 1333 test-checked GPs of I lamirpur (Six GPs) and Kangra (Seven GPs) 

di tri cts, wages to the labourers for 5,652 persondays during 2008-10 were paid less than the 

minimum wages notified by the State Government from time to time resulting in short payment of 

wages amounting to ~ I. I I lakh. The concerned POs stated (Apri l-May 20 I 0) that wages were paid 

after the assessment of work executed. The reply is not acceptable as payment of minimum wages 

as notified by the State Government was to be ensured to the labourers. 

1.2.11.3 Employment generation 

The primary objective of MNREGA is to enhance livelihood security by providing at least I 00 days 

of guaranteed employment in the year of demand. The position of mandays generated, expenditure 

incurred on implementation of the scheme and num ber of households to whom benefit of 

employment was provided in the State during 2006- 10 is given below: 

Year 

2005-06)4 

2006-07 

2007-083s 

Total 

Mandays generated 
(number in lakh) 

Nil 

29.90 

97.53 

205.29 

284.94 

617.66 

Table: 1.2.3 

Expenditure incurred on 
implementation of scheme 

~in crore) 

0.54 

32.08 

122.83 

325.60 

558.58 

1039.63 

Source: Data supplied by the Director Rural Development 

Number of households who availed 
the benefit of employment 

(In lakh) 

ii 

0.64 

2.71 

4.44 

4.97 

13 Hamirpur: Barara, Bhannoti Khurd, Booni, Chamboh, Dhanwan and Tapre. Kangra: Alampur, Bhol Khas, Jakhota, Dhanot, 
Matial, Papahan and Trehal. 

:14 During 2005-06 GOI released funds in March 2006 after the Act came into force from 2 February 2006 in two districts (Chamba 
and Sinnaur) only. t0.54 crore were spent on works already in progress under Food for Work Programme submerged under 
MNREGA. Mandays generated were thus reflected in the progress of that programme. 

is During 2005-06 and 2007-08 two more districts (K.angra and Mandi) were covered under the scheme and from 2008-09 onward 
remaining eight districts were also covered. 
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From the above table it would be seen that during 2006- 10, 4 . 97 lakh househo lds (cumulati ve 

number) availed the benefit of empl oyment generati on by incurring an expenditure of 

~I 039.63 crore. Out of 4 .97 lakh househo lds, onl y 1.29 lakh house holds (26 per cent) avai led the 

bene fit o f I 00 days employment in a year. 

T he Additi ona l Di rec tor ROD sta ted (June 2010) tha t it is a de mand dri ven programme and in 

some cases househo lds who demanded employment did no t turn u p fo r ge tt ing employ ment. 

He furth er s tated that house holds w ho de manded I 00 days employment were provided 

e mployment according to the ir de mands. Th is was corroborated as audi t did not d etect any 

case wh ere a househo ld had mad e a de mand but not g iven e mploy ment. 

•!• Employment to women 

MN REGA guide lines envisage that w hil e prov iding employment, priority sha ll be given to wome n 

in such a way that a t leas t one third o f the benefi c iaries who have registered and requested for 

work under the scheme are provided wage employment. 

During 2006- l 0, to ta l person days generated under the sc heme was 6 17 .66 la kh, of w hi ch, 

employment fo r 244.43 lakh (40 per cent) pe rsondays was g iven to women bene fi c iaries. Thus, 

overall pos ition w ith regard to e mployment provided to wome n in th e Sta te was satis fac to ry, 

keeping in view the benchmark of coverage of one third o f women bene fi c iari es unde r the Act. 

1.2.11 A Muster Rolls 

According to the MNREGA guidelines, Mus ter Rolls (MRs) issued from the Block level, each 

with a unique identity number were to be ma intained by the GPs, in a proforma suggested by the 

Min istry of Rura l Development (MORD) . 

Audit scruti ny revealed the following : 

);;- MRs maintained by 48 GPs in test-checked districts did not bear unique identi ty numbers. 

~ In two test-checked GPs, 18 MRs36 used were not issued by the concerned Blocks and GPs 

mainta ined them in a proforma/format other than the prescribed one. 

~ Jn the case of 137 MRs test-checked in audit the signature of the person taking daily attendance 

of labourers was not found recorded. 

);;- In respect of 52 MRs pass o rder/certificate of payme nt was not found recorded by the 

Pradhan of concerned GPs. 

~ The s ignature o f Inspecting Officer, on MRs in token of having the wo rks in spected were 

also not avai table in any of the G P test-checked in audit. 

The Government stated (Septembe r 20 I 0) that the ma tter has been taken up with the concerned 

implementing agenc ies for rem edia l action. 

36 Dmg: 13 and Kotiutrao: fi ve. 
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1.2.12 Record maintenance 

Maintenance of records under MN REGA is critical to ensure verifi ed compli ance with the legal 

guarantee of I 00 days empl oyment on demand. As per the gu idelines the following important 

records are req uired to be mai ntained at Block and GP levels: 

~ Applicat ion Registration Register-which records application/requests for registration of 

households; 

~ Job Card/Employment Register-which records (for each registered household) details of 

employment demanded, employment allotted and employment actually taken up; 

~ Muster Rolls-which is a record of attendance and payment of wages for individual workers; 

~ MR Issue/Receipt Register-which records issue and receipt of Muster Rolls (from the PO to GP); 

and 

~ Complaint Register-which records details of complaint made and action taken. 

~ Month ly allotment and Uti lisation Certi ficate Watch Regis te r-which contai ns date-wise 

in fo rmation on allo tment, expenditure, balance available w ith the imp lementing agency 

a nd the detail s regarding submission and pendency of ut ilisati on ce rtificate. 

Scrutiny of records revea led that Monthly Allotment and Uti lisat ion Certificate Watch Reg isters 

were not mai ntained in any of the test-checked Blocks and GPs since the inception of the scheme. 

Further, complaint registers were not maintained in Chamba dis trict, fo ur37 out of 12 selected 

blocks and all the 48 test-checked GPs. 

In the absence of monthly al lotment and utilisation certificate watch register, chec k over 

expenditure, balance funds avail able with the imp le menting agencies and details regarding 

pendency of util isation certifi cates was not possib le. 

The Government stated (September 20 l 0) that necessary ins tructions in this regard have been 

issued to the implementing agenc ies . 

1.2.13 Monitoring 

MNREGA operational g uide lines stipulate the fo llow ing procedures for moni toring and 

reporting: 

~ State, district and Block level official shall inspect 2, l 0 and 100 per cent of works respectively 

every year. 

~ Financial audit of all districts is mandatory. 

~ District Internal Audit Cells shall be constituted to scrutinise the reports of Gram Sabha. 

~ Verification and quali ty audit by external monitors must be taken up at State and district levels 

through State and District Quality Monitors to be designated by the State Government. 

~ Local Vigilance and Monitoring Committees (VMCs) consisting of members e lected by the 

Gram Sabha should monitor the progress and quality of work while it is in progress. 

37 Bhauiyat, Fatehpur, Nadaun and Salooni. 
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Audit scrutiny revealed the following: 

1.2.13.1 Inspection of \\or ks by State, District and Block level officials 

As per the provis ion of th e gui delines, state level officers were req uired to inspect 

two per cent of the works executed during the year. S imiliarl y, I 0 per cent of the works 

were to be inspected by di s tri ct level officers and 100 per cent by the block. The position o f 

inspections conducted by variou s funct ionarie s at State, D istri c t and Block during 2006- 10 

is g iven below: 

Level of 

functionaries 

State 

District• 

Block• 

Works execute 

1,35,942 

8 1,587 

30,079 

Source: Figures supplied by the Department 

• ln selected districts and blocks 

Table: 1.2.4 

d Inspection required 

2,719 

8,159 

30,079 

(In numbers) 

Inspection Shortfall (%) 

conducted 

ii 2,7 19 ( 100) 
---ir----

5,576 2, 583 (32) 

15,474 14,605 (49) 

From the above tab le it can be seen tha t n o wo rk was inspected by the State level officers 

during 2006-10. In th e se lected di s tri c ts and blocks the re was sho rtfa l l of 32 and 

49 per cent respectively in inspections conducted. F urther, in support of inspection 

reported to be cond ucted by the district and block officia ls , no documented proof v iz. 

inspecti on notes we re avai lable w ith th em for remedial action, if any, req uired for p ro per 

execu t io n of wo rks. 

Whi le admi tting the facts, the Secretary in the exi t conference assured (August 20 I 0) to look 

into these matters and to issue necessary directions to the imple mentin g agenc ies. 

1.2.13.2 Appointment of State and District Quality Monitors 

The State Governm ent was required to ensure monitoring of the implementation of the Act 

through the external monitors a t State and distri ct leve ls. 

Th e State Govern ment had not insti tuted the mec hanism of State Quality Monitor (SQM) and 

Distric t Quality Monitors (DQM) for verification and ensuring quality aud it of works as of 

June 20 I 0. In the absence of any des ignated SQM and DQM the monitoring mechanism remained 

to be a dequately streng thene d. 

The Government stated (September 20 I 0) that th e matter regarding appointment of State/District 

qua lity monitors is unde r the consideration of the State Government. 

In the exit con ference, the Secretary assured (August 20 I 0) to look into the matter and issue 

necessary directions. 

1.2.13.3 Vigilance and Monitoring Committees 

For every work sanctioned under the schem e th ere shou ld be a local Vig ilance and Monitoring 

Committee (VMC) compris ing of member of the loca lity or village where the work is undertaken 

to monitor the progress and quali ty of work while it is in progress. 
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It was noticed that in a ll 48 test checked GPs , village spec ific YMCs were not formed. 

Instead the YMCs were formed wardwise consisti ng of three to I 0 members . Besides , due 

representation was no t ensured to 50 per cent MNREGA worker, SC/ST and women in these 

YMCs as was required in the guide lines. It was further noticed that th ese committees were 

a lso non-functiona l as completion certificates of the works duly supported by the fi na l report 

of the committee were not placed in an y of the meetings of Gram Sabha in the Panchayat w here 

work has been executed. 

1.2.13.4 Establishment of District Internal Audit Cell 

o distri ct level internal audit cells had been established to scrutinise the reports of Gram Sabha 

as of June 20 I 0. The Government stated (September 2010) that necessary instructi ons in this 

regard have been issued to the implementing agenc ies. 

1.2.14 Social Audit, Transparency and Grievance Redressal 

M REGA gives a central ro le to "soc ial audits" as a means of continuous public vig ilance. The 

guidelines ind icate two types of soc ial audit : 

~ Periodic assemblies in the Gram Sabha for scrutinising details of projects (which is referred to as 

" Socia l Audit Forum"); and 

~ Socia l audit as a conti nuous process of public vigilance involving pote nti a l benefic iaries 

and o ther stakeho lders, whi ch covers verification of 11 stages38 of implementation right 

from registration of fam ilies to eva luation through the Socia l Audit Forum. 

~ Updated data on demand received, registration, number of job cards issued, list of people who 

demanded and had been given/not g iven employment, funds received and spent, works and 

details of expenditure on it, duration of work, persondays generated, reports of local committees 

and copies of muster rolls should be made avai lable in a pre-designated format outside offi ces 

of al l agenc ies invo lved in implementing REGS. 

~ Social Audit Forums must be held twice a year at the Gram Sabha level for all works done in the 

preceding year. 

Scrutiny of records revealed that during 2006-10 out of 4 8 tes t-checked G Ps, Socia l Audit Forums 

were not he ld in 27 GPs w hereas in 9 GPs forums were he ld on ly on one occas ion in four years. 

In the case of remaining 11 Panchayats forums were held at the prescribed intervals. Besides, 

updated data on demand received, regi stration, number of job cards issued , list of people who 

demand ed work and been given/not g iven employment funds received and spent, payme nts mad e, 

works sa nctioned and works started , cost of works, detail s of ex penditure on works, durati on 

of work, persondays generated, reports of local comm ittees and cop ies of mu ster rolls were not 

made pub lic in any o f the test-checked GPs. Thus, the Centra l role to socia l audit as means 

of continuous public vig ilance and ensuring tran sparency and accountability at GP leve l was 

inadequate. 

The Secretary in the ex it confere nce assured (August 20 I 0) to issue necessary directions. 

38 Registration of families; Distribution of Job Cards; Receipt of works application and issue of dated receipts; Preparation of shelf 
of projects and selection of sites; Development and approval of technical estimates and issuance of work order: Allotment of 
work to appl icants; Execution of works and maintenance of muster rolls; Payment of wages; Execution of work; Payment of 
unemployment allowance and mandatory social audit in the Gram Sabha . 
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1.2.14.1 Citizens' Charter 

As per guide li nes a mode l 'C iti zens' Charter covering all aspects of the du ties of Panchayats and 

offic ials under the Act, describing the specifi c ste ps involved in impleme nti ng th e provisions 

of the Act, and laying down the minimum serv ice level mandated by these prov is io ns on 

Panchayats and the officers were not developed and dis played at district, Block and GP 

leve ls in the test-checked units to e nsure proact ive di sclosure of information o n MNREGA to 

the publi c. 

The Secretary m the exit confe rence assured (August 20 10) to issue necessary directions in 

thi s regard Appointment of State/ District quality monitors is also under the cons ideration of the 

State Government. 

1.2.15 Conclusion 

};;>- Absence of a District Perspective Plan to ensure linkages between REGS works, long term 

employment development and lack of inputs at the grass root level in the annual plans resulted 

in execution of works in an unplanned manner on adhoc basis. 

};;>- Implementing agencies ignored statutory priorities in execution of works . As a resu lt, out of 

total expenditure of~ I 008.87 crore incurred on works, 471.56 crore ( 47 per cent) pertained 

to low priority works of road construction. This impacted upon non-strengthening of nature 

resource base of rural li velihood by not taking up works of highest priority such as water 

conservation, drought proofing, afforestation and minor irrigati on to address the issue of 

poverty. 

};;>- There were instances of delay in payment of wages ~97.45 lakh), less payment of wages 

~ 1.11 lakh), lacunae in preparation of job cards in 40 out of 48 selected GPs and execution of 

non-permissible works costing ~19. 19 crore in nine out of 12 selected blocks. 

};;>- An innovative feature of the Act was to ensure transparency through regular meeting of 

Gram Sabhas and conduct of Social Audits. The central role to social audi t as a means of 

continuous public vigilance and ensuring transparency and accountabi lity at GP levels was 

inadequa te. 

;;... The monitoring mechani sm was also weak as status of inspection of works and formation 

of Vig ilance Monitoring Committee was also not upto the mark. Besides, monitoring at 

high level by th e SEGC was not be ing ensured as per provis ion of the Act for its effective 

implementation. 

1.2.16 Recommendations 

• For ensuring a long term shelf of projects, preparation of Distri ct Perspective Plan should be 

ensured. The districts must also be di rected to ensure timely preparation of Annual Plans at the 

three levels viz. at GP, Block and district. To simpli fy the work at GP level, the Annual Plan at 

GP level could be limited to identifying works and estimating labour demand, with estimation of 

likely costs etc., to be worked out by the technical assistant at the Block level. 

• The State Government should ensure timely re lease of its share to streaml ine the fi nancial 

management and utilisation of funds for intended purpose. In order to guard against any 
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manipulation, the State Government should also ensure that monthly squaring of accounts is 

regularly conducted. 

• The State Government should ensure that works are taken up by the implementing agencies 

in the order of priority as envisaged in the Act. 

• SEGC meetings should be held as per guideli nes at prescribed intervals to ensure effective 

implementation of the Act at the highest level. 







CHAPTER-II 
THEMATIC REVIEW 

Public Works and Irrigation and Public Health Departments 

2.1 Schemes involving Land Acquisition 

2.1.1 Introduction 
To achieve the objective of the management and to provide intended service to the public, 

implementation of the policies and procedure devised by the Government should be ensured in 

time. 

Forest Conservation Act prohibits use of forest land for non-forestry purposes w ithout prior approval 

of the Governmen t of India (GO I). The GO I had also c lari fied in March 1982 that divers ion of forest 

land for non-fore try activities in anticipation of the approval was not permissible and that request for 

ex-post-facto approval wou ld not be entertai ned. Further, Land Acquisition Act, 1894 as amended in 

1984 also provided that if any land wa needed for a public purpose, a preliminary notification under 

Section 4 and declaration under Section 6 hou ld be made to that effect. 

2.1.2 Scope of Audit and Audit Objective 

In course of test-checks during compliance audit from May 2009 to February 20 I 0 involv ing 

construction of work s uch as roads and bridge, a lift irri gation scheme, a water upply scheme and 

a sewerage scheme undertaken by 12 divisions 1 of Publi c Works and Irrigation and Public Health 

Departments of the Government of Himachal Prades h, audi t noticed that these works/schemes 

were held up and rema ined incomplete due to land acqu is ition issues resu lti ng in idle investment/ 

infructuous expendi ture. A theme based rev iew of these cases in volving land acquisition has been 

attempted by Audit so as to highlight the fa ilure of the departments/Government to address the 

issue so that the benefits of these works/ c he mes reach the intended benefici arie . 

2.1.3 Audit Methodology 

Test-check of the records of two Departments of the State Government for the period 2009-10 for 

compliance audi t was carried out and audit conc lusions were drawn and incorporated in the Report. The 

audit findings were intimated to the Heads of the concerned Departments and their replies, wherever 

received, have been appropriately incorporated in the Report. 

2.1.4 Audit Findings 

Public Works Department 

2.1.4.1 Idle im cstmcnt on construction of hridgc and road 

In order to provide transport facility to three vi llages2 of La haul and Spiti distric t the construction of 

a 110 metre span suspens ion bridge over river Chenab at Sal pat was sanctioned in December 1999 

and completed in October 2005 at a cost of ~2. 72 crore. To make use of the bridge adm inistrat ive 

Baijnath, Bilaspur-1, Chamba, Chopal, Dharampur, Kcylong, Kullu-1 , Palampur, Rampur, Shillai, Udaipur and Una-II. 
Salpat l, II and Ratolt . 
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approva ls a nd expenditure sanctions for the construct ion of two motorable link roads3 (tota l length 

4.965 kms) to these vi llages were accorded between October 2004 and August 2005 for ~29.64 lakh 

and ~29.02 lakh respectively. The road works stipul ated to be completed in two years and one year 

respectively, were taken up for execution in October 2004 without obtaining technical sanct ion. 

Scrutiny of records (September 2009) of Udaipur division revealed that upto December 2008 

the Department constructed roads in a length of 1.685 kms only after incurring an expenditure of 

~64.08 lakh. The remaining work could not be taken up due to involvement of forest/private land 

fa lling in the alignment of the roads and had been lying suspended as of March 20 I 0. This shows that 

the Department fai led to ensure encumbrance free land before taking up the road works for execution 

as per provisions of Forest Con crvation Act, 1980 and Land Acquisition Act, 1894. 

The Executi ve Engineer admi tted (June 20 I 0) the facts and stated tha t the case for obtai ning 

sanction fo r use of forest land was still at the preliminary stage a nd in respect of p rivate land, the 

land owners have agreed verba lly to donate their land . However, no firm commitment in writing 

had been taken from the villagers. He further stated that the bridge and constructed road portion 

of the road were yet to be pa ed by the Road Fitness Committee (RFC) but the people of the area 

were using them. The reply is not acceptable a even after a period of more than five years of 

tak ing up the execution of road, the Department did not take effective steps to obtain sanction for 

use of fo res t land. Besides , use of bridge and road fo r plying of vehic les wi thout clearance by RFC 

was fraug ht w ith the risk of mishaps. 

Thus, failure of the Department lo initiate timely action for acqu1s1t1on of encumbrance free 

forest/private land and to synchronise construction of roads with the construction of bridge had resulted 

in idle investment of ~3.36 crore as motorable road connectivity still remained to be provided to the 

inhabitants of these villages. 

2.1.4 2 Idle investment on incomplete road works under PMGS\' 

As per the Pradhan Mantri Gram Sadak Yojna (PMGSY) guidelines, it is the responsibility of the State 

Government/District Panchayat to ensure that land is available for taking up the proposed road works. 

A certificate that land is available must accompany the proposal for each road and the details of land 

should be re fl ected in the local land records to avoid disputes. 

Scrut iny of records (May 2009-Febuary 20 I 0) of nine d ivisions4 revea led that 13 road works5 

taken up unde r PMGSY for construction between Oc tober 2004 and August 2008 were subsequently 

held up between March 2005 and March 2009 after incurring an expendi ture of ~9.45 crore. The 

construction in case of nine road works was held up due to dispute with the land owners and in 

fou r cases due to involvement of forest land fa ll ing in the alignment of the proposed roads. It was 

also noticed that the Executive Engineers (EEs) at the time of send ing proposal had furnished the 

cert ificates of ava ilabi lity of land w ithout actua lly ensuring the avai labi lity of land free from all 

e ncumbrances and entries in the local land records. 

I" Road: From kms 48/ 170 ofTandi Thirol Udaipur Killar road lo Salpal I and II villages, length 2.665 kms (Staning poml taken 
as km 0/0) and bridge at km 0/343. 
2nd Road: From kms 1/075 of Isl road and uplo Ratoli village, length 2.300 kms (Starting point taken as km 0/0). 
Baijnath, Bilaspur-1, Chamba, Chopal, Dharampur, Kullu-1, Palampur, Rampur and Shillai. 
(i) Sansai-Chobin road (ii) Piplughal lo Sariun Khas road (iii) Jhaijakothi lo Matiund road (iv) Antrawali to Paban road (v) Sarkoli 
to Kiari road (vi) Dhabas lo Baghar road (vii) Neoty to Lakhwati road (viii) Manjholi lo Chanjah road (ix) Sanaur to Fibar road 
(x) Link road lo village Bhallan-11 (xi) Chharambhu to Chowki road (xii) Nogli Power House to Devtan Kalan Tanseri Khakhrola 
Baruna road and (xiii) Kando to Chittli road. 
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The EEs concerned confirmed the facts (May 2009-February 20 I 0). 

Thus, the Department did not comply with the pre-requisite formalities before taking up the execution 

of works which resulted in idle investment of~9.45 crore, besides depriving the public of the intended 

road connectivity. 

Irrigation and Public Health Department 

2.1.4.3 Infructuous expenditure on Lift Irrigation Scheme 

To provide irrigation facility to a cultivable command area (CCA) of 22 hectares in Koharchhan 

and Basantpura villages (Una district), a Lift lrrigation Scheme was administratively approved 

(September 2005) for ~35.28 lakh. The scheme stipulated to be completed in four years was taken up 

for execution in December 2005 without obtaining technical sanction. 

Scrutiny of records (February 20 10) of, Una division No.II revealed that the work could not be 

completed due to objection from a land owner on construction of rising main and sump well on 

his land. Meanwhile ~59 .20 lakh was spent upto March 2007 and since then the work has been 

suspended due to filing of a suit (December 2005) by the land owner. The case was sti ll to be decided 

by the Court (May 20 10). 

The Executive Engineer confi rmed (February 20 l 0) the facts and stated that the work was s tarted 

after ensuring encumbrance free land but later on some local disputes had arisen forc ing the 

Department to abandon the work. The rep ly is not acceptable in view of the fact that acqui sition 

of land for public purpose was not ensured as per provisions of the Land Acqu is ition Act, 1894 

and th e land owner had fi led the suit before the commencement of the scheme. As a result, th e 

expenditure of ~59.20 lakh has proved infructuous. Besides, people of the area were deprived 

of the fac ili ty of irrigation . 

2.1.4.4 Unfruitful expenditure on revival of \\'ater Supply Scheme 

During 2004-05 the di scharge at water source (Tubewell) of the existing Water Supply Scheme 

(WSS) to Amb town (Una distri ct) decreased to three litres per second (LPS) aga inst the 

requirement of 22.03 LPS resultin g in inadequate supply of dri.nking wate r to the people of the 

town. To mitigate this problem, ~30 lakh was al located (February 2005) out of Calamity Relief 

Fund for revival of the scheme. 

Scrutiny of the records (February 2010) of Una divis ion No.II revealed that drilling and 

development of a new Tubewell was comp leted in December 2006 at a cost of ~ 11.0 1 lakh . 

To connect the newly constructed water source , with the ex isting supply line, an estimate for 

construction of 880 metre long ris ing main, procurement and erection of pumping machi nery 

at a cost of ~ 1 7 .53 lakh was technically sanctioned (December 2006) by the Superintending 

Engineer, Una with the condition that the EE will ensure availab ility of legal hindrance free 

land before taki ng up the work. Scrutiny further revealed that the work of laying of ris ing main 

entrusted (February 2007) to a contractor could not be comp leted by him within the s tipulated 

period of three months due to dispute over in volvement of pri vate land falling in the initial stretch 

of 331 metre. The contractor, however, executed the work of ris ing main in remaining portion 

of 549 metre in February 2007 and s ince then the work has been suspended. Meanwhile, an 

expenditure of ~19.38 lakh was incurred on partia l construction of ris ing main , procurement of 

pumping machinery and arranging the power supply. 
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T he failure of the EE to ensure dispu te free land and to initi ate lan d acqu isition procedure in 

time was the main cause of de lay. He initiated land acquisition process only in 2008-09, despite the 

fact that the technically sanctioned estimate included a condition for ensuring legal hindrance free land 

before taking up the work. As a result, an expenditure of ~30.39 lakh incurred on the scheme proved 

infructuous as the dispute remained to be resolved as of May 20 I 0. Bes ides, the people of the area 

continued to face the scarcity of potable water. 

The Executive Engi neer while admitting the facts stated (May 20 10) that all out efforts made to resolve 

the dispute could not succeed and now the case for acquisition of private land has been sent to the 

Government. The reply is not acceptable as availability of hindrance free land should have been ensured 

by him before taking up the work. 

2.1.4.5 Idle investment on incomplete sewerage scheme 

In order to provide sanitation facility to Keylong town (Lahaul and Spiti district), the construction 

of sewerage scheme was administratively approved (August 2003) for ~2.95 crore and technically 

sanctioned (Ju ly 2004) for ~3.04 crore. The scheme stipulated to be completed in five years was taken 

up for execution in October 2003. 

Scrutiny of records (August 2009) of Keylong division and further information collected 

(May 2010-July 2010) revealed that the work could not be completed due to objection from land owners 

over laying of pipe line over their land. ~1 .5 1 crore was spent upto July 2009 and the work is lying in a 

suspended state since November 2008. Records also revealed that in the sanctioned estimate provision 

of ~6.50 lakh existed for the acquis ition of private land to faci litate the completion of scheme. The 

Department did not resolve this issue expeditiously and acquisition of private land remained to be done 

as of July 20 l 0. 

It was also noticed that the Himachal Pradesh State Pollution Control Board while issuing (April 2005) 

No Objection Certificate for the construction of scheme had directed the Department to design sewage 

treatment plant (STP) in place of septic tanks/soak pits in view of large volume of sewage. The 

Department, however, took the decision to construct the Sewage Treatment Plant only in November 2008 

which also delayed the execution of the scheme. 

The Executive Engineer confirmed (August 2009) the facts and stated (May 20 I 0) that the case for 

acquisition of land submitted to the Land Acquisition Officer, Keylong was received back with some 

observations. The fact remains that the Department failed to acquire private land for timely completion 

of the scheme and responsibility for delay in acquisition of land and finalisation of design of STP lay 

with the EE and SE respectively. 

Thus, failure of the Department to acquire land coupled with delay in finalisation of design of sewage 

treatment plant resulted in idle investment of~l .5 1 crore on incomplete scheme, besides, depriving the 

public of intended sanitation faci lity. 

The audit findings were referred to the Government in April-June 20 10. Reply had not been received 

(September 20 I 0). 

2.1.5 Recommendation 

Non-implementation of the provisions of the Forest Conservation and Land Acquisition Acts is a 

recurring problem in the state. The State Government should frame specific policy in this regard by 

adequately compensating the land owners to provide intended benefits to the public in time and the 

defaulters in this regard should be made accountable. 





CHAPTER-Ill 
AUDIT OF TRANSACTIONS 

Excess/overpaymentlwastefullunfruitf ullinfructuous expenditure 
Agriculture Department 

3.1 Unfruitful expenditure on establishment of Laboratory 

Lack of Rain Water Harvesting Structures in the building for State Bio Control Laboratory 

rendered the expenditure of~45.40 lakh unfruitful due to non-clearance by Town and Country 
Planning Department 

To encourage the farming community to adopt bio-control measures and reduce consumption of 

chemical pesticide , GO! sanctioned (December 2004) ~45 lakh for setting up of State Bio Control 

Laboratory (SBCL) at Mandi under the scheme "Strengthening and Modernisation of Pest Management 

Approach in India". Equipment and vehicle worth ~25 lakh for SBCL were to be provided by the GO!. 

The SBCL was to provide mass produced bio-agents to the farmers for use against seed and soil borne 
diseases of crops. 

Audit scrutiny (September 2009) of records of the Deputy Director of Agricul ture (DOA), 

Mandi and further information received (May-July 20 I 0) revealed that the DOA released 

(March-September 2005) ~45 lakh 1 to the Executing Agency2 (EA) for construction of building 

of SBCL at Mandi. The EA took up the construction and handed over the completed bui lding 

to DOA in December 2006. However, ti ll Jul y 20 I 0 the buildi ng cou ld no t be utili sed for 
the intended purpose due to 

non issuance of 'No Objection 

Certificate' (NOC) by the Town 

and Country Planning {TCP) 

Department as the Rain Water 

Harvesting Struc ture (RWHS); 

a statutory requirement for the 

building, was neither planned3 

nor set up by the Department. 

Further, ~4.06 lakh was 

depos ited by the DOA with 

Himacha l Pradesh State 

Electricity Board (HPSEB) for 

instal lation of a transformer 

for power supp ly. But in the 

absence of NOC, the building 

March 2005: ~15 lakh; September 2005: ~30 lakh. 

Photograph-3.1.1 

Building constructed for setting up of State Bio Control 
Laboratory at Mandi 

Estate Officer, Chaudhary Sarwan Kumar HP Krishi Vishvavidyalaya, Palampur. 
Provision ofRWHS was not even included in the estimates framed for the construction of the building. 
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was treated as unauthorised and power connection co uld not be obtained from HPSEB. Supply 

of machinery and equipment had not been completed by GOI as of July 20 IO; as against the 

sanctioned 43 items of equipment to be supplied by the GOI only 16 item had been suppl ied. 

Thus, envisaged benefits of bio-control measures ex pected to accrue from setting up of SBCL 

remained to be provided to the farming community. 

The Director of Agriculture whi le confirming the facts stated (July 20 I 0) that the building could not 

be put to use due to non-receipt of NOC from the TCP Department, non-insta llation of electricity 

tran former and non-receipt of the entire equipment for the laboratory. Further, the tank for water 

harvesting has now been completed at a cost oH0.40 lakh but is yet to be connected to the down pipes 

of the bui lding. 

Thus, due to non-provisioning of Rain Water Harvesting Structure in the initial estimates by the DOA, 

Mandi, the building was declared unauthorised which ultimately resulted in the non-commissioning of 

the SBCL at Mandi for the last more than three year . Besides, the machinery and equipment provided 

so far by GOI for the purpose has also remained idle. The expenditure of ~45.40 lakh incurred on 

construction of SBCL has, thus, proved unfruitful so far. 

The audit findings were referred to the Government in May 20 I 0. Reply had not been received 

(September 20 10). 

3.2 lnfructuous expenditure on idle staff 

Failure of the Department to adjust/transfer idle technical staff/helpers of Deep Tubewell 

Irrigation works/schemes resulted in infructuous expenditure of ~1.1 2 crore on pay and 
allowances 

The Sub-Divisional Soil Conservation Officer (S DSCO), Nurpur at Jachh (Kangra district) with 

technical staff/helpers carried out the work of Deep Tubewell Irrigation works/schemes using three 

drilling machines in Nurpur area of Kangra district. 

Scrutiny (February 2006) of records of the SDSCO, Nurpur and further information collected 

(February 20 I 0) revealed that the technical staff/helpers4 were rendered idle and surplus after 

the transfer of Deep Tubewell Irrigation works/schemes to Irrigation and Public Health (!&PH) 

Department in August 2002. An expenditure of ~ 1. 12 crore incurred by the Department on pay 

and a llowances of idle staff fro m September 2002 to July 2009 remained infructuous as their 

services could not be gainfully ut ilised. Further scrutiny revealed that two out of three Rig 

machines were auctioned (December 2004) after approval of the Government in September 2004. 

The third Rig machine purchased in October 1996 for ~24.51 lakh was declared to be in good 

condition during inspection in September 2009 by I&PH Department. However, the rig machine 

was neither auctioned nor transferred to any othe r un it or I&PH Department and remained idle 

since August 2002. 

The SDSCO, Nurpur at Jachh stated (February-June 2006) that the matter had been taken up with 

the Director of Agriculture in July 2003 who informed (February-June 20 l 0) that the Rig machine 

purchased in October 1996 was lying idle since August 2002 and at present (February 2010) there 

• Cleaners: two; Compressor Operator: one; Driller: one; Mechanic: one; Helpers: 15 and Welder: two. 
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was only one cleaner working in that office and rest5 of the staff have either retired or have been 

transferred to other offices. The reply is not convincing as timely action to transfer/adjust the staff 

could have avoided unnecessary expenditure of < J. 12 crore on the pay and allowances of idle staff 

from September 2002 to July 2009. Hence the investment on the Rig machine (<24.5 1 lakh) remained 

largely unfruitful and expenditure on idle staff(< 1.12 crore) had also been rendered infructuous without 

any accountability being established. 

The audit findings were referred to the Government in May 20 I 0. Reply had not been received 

(September 20 l 0). 

3.3 Unjustified expenditure on construction of Working Women Hostel 

Construction of Working Women Hostel at a cost of{l.33 crore by the University at Palampur 
without assessing requirement resulted in its non-usage for the intended purpose 

To provide affordab le hostel facilities to work ing women living away from the ir homes for 

employment, the Government of India (GO!) started ( 1972-73) a scheme 'Assistance for the 

construction of Hostel Building for Worki ng Women with a Day Care Centre'. The Scheme was 

adopted by the Chaudhary Sarwan Kumar Himachal Pradesh Krishi Vishva Vidyalaya, Palampur, 

Kangra district (Un iversity) in 1998-99. A proposal for construction of a Working Women Hostel 

(WWH) submitted (February 2000) by the Un iversity was approved by the GOI in Ma rch 200 I and 

its share of first insta lment of< 13.21 lakh and <5 lakh by the State Government, were sanctioned 

in March 200 l and November 2002 respectively. The cons truction of WWH wh ich started in 

October 2001 was scheduled to be completed in 24 months from the date of release (March 2001) 

of first instalment by the GOI. 

Mention regard ing non-completion of WWI-I was also made in paragraph 6.2.22 of the 

Report of the Comptroller and Aud itor General of Indi a fo r t he year ended 3 I March 2003 

(Civil)-Government of Himachal Pradesh. PAC in its recommendations (Ap ril 2007) had asked 

for the latest position on the efforts made. 

A further scrutiny (December 2009) of records of the Uni vers ity revealed that the GOI and 

the State Government re leased subsequent instalments of <36. 11 lakh6 for the aforesaid work. 

After spending {54.32 lakh, the Uni vers ity on the directions of the Vice-Chance llor, increased 

(March 2006) the pl inth area of the bui lding by 3 19.77 sqm a nd revi sed the estimate of the 

work from <58 .73 lakh to {l.37 crore without seeking approval from the GO I. By divertin g 

<78. 7 1 lakh 7 from other development funds, the University instead of completing the work within 

24 months completed the WWH at a cost of< 1.33 crore in March 2008 only. The Un iversity also 

deployed six employees at <0.36 lakh per mo nth, for watch and ward of WWH from June 2008. 

Comptroller of the University stated (Ju ly 20 10) that on ly a part of the funds received for routine 

renovation of hostels and strengthe ning of infrastructure were a llotted for completion of hoste l 

work and, as such, no adverse effect was caused to other work in the Un ivers ity. However, the 

fact remains that the routine renovation and strengthening of structure suffered to the extent of 

diversion . 

Out of 22 employees, nine had retired between February 2006 and March 2009; one died (July 2007), 11 promoted/transferred 
(March 2003-August 2008) to other offices and one still working in the same office (June 20 I 0). 

6 GOI: ~13.22 lakh in December 2003 and ~13.21 lakh in January 2005; State Government: ~9.68 lakh in March 2004. 
Centre Development Assistance-Strengthening and development of State Agriculture Universities (March 2006: ~33.26 lakh and 
March 2008: ~ 13.58 lakh); Revolving Fund-Institutional Charges (March 2006: ~ 11 lakh) and I CAR-Under Prime Minister Fund 
(March 2007: ~8 lakh and December 2007: ~12.87 lakh). 
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Photograph-3.3.1 

Unutilised building of working women hostel (Ganesh Bhawan) 

Audit scruti ny further revealed that till June 20 I 0 no working woman opted to stay at the WWH 

(Ganesh Bhawan) as their home towns were in nearby areas and good transport faci liti es were 

ava ilab le. A lso, the bui lding was utilised (August 2007) by the University to accommodate 

part ici pants of various trai ni ngs/seminars even be fore comp letion of work (M arch 2008) wi thout 

seeking approva l of GOI. 

The Executive Engineer (EE), of the Un iver ity stated (December 2009) that w ithout pre-assessing 

the requirement, the proposal for construction of WW H was sent to the GOI keeping in view the 

non-avai lability of such faci lity in the nearby town. The Director, Agriculture stated (May 20 10) that 

as no response from working women were received, the hostel could not be util ised for the intended 

purpo e. The reply is not acceptable a a fca ibility study should have been conducted to a ess the 

requirement. 

This ha resulted in non-use of WW H for the intended purpose constructed at~ 1.33 crore for more than 

three years. This has further resu lted in creating a 1 iability of ~0.36 lakh per month by way of staff 

deployed. 

The audit findings were referred to the Govern ment in April 20 l 0. Reply had not been received 

(September 2010). 

Cooperation Department 

3.4 Wasteful expenditure on unviable project 

Inordinate delay by the Department in appointing a consultancy firm for preparation of 

detailed project report and to raise finance for setting up of Cold Storage resulted in wasteful 

expenditure of~16.18 lakh 

To facilitate the fruit growers of the State, Himachal Pradesh State Cooperative Marketing 

Consumers' Federation Limited (HI MFED) proposed to set up Controlled A tmosphere (CA) Cold 

Storage of3,000 MT capacity at Rai, Sonepat District in Haryana. A plo t8 measuring 1,800 square 

metres was purchased by the HIMFED (January 2003) at a cost of~35 . I 0 lakh from Haryana State 

Plot No. 508, Food Park, Rai Sonepat, Haryana. 
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Industrial Development Corporation (HS I DC). The possess ion of plot was taken from the HS TDC 

in November 2004; and the construction on th e plot was to be started w ithi n one year v iz. be fore 

ovember 2005 as per agreement, and the com merc ia l acti vi ti es were to be started within three 

years from the date of po ess ion of the plot. 

Audit scrutiny of records of the HIMF ED revea led (February-April 2010) that a con ultancy firm 

Mi s Mariental Ind ia Pvt. Limited, ew De lhi (firm) was appo inted (2 August 2004) by HIMFED 

after a delay of 19 months from the purchase of plot fo r preparat ion o f Techno Economic 

Feas ibility Repo rt (Report). The Report was stipu la ted to be s ubmitted by 3 1 Aug ust 2004 for 

a lates t techno logy CA Cold Storage9 a t <2 . 18 Iakh . The firm , however, submi tted the Report 

in December 2004 after a delay of more than three month . Extension to s ta rt the construction 

work was obtained twiee 10 by HlMF ED due to non-avai lab ility of funds and it could no t start 

the construction work till 2008. HIM FED to tide over the s hortage o f funds got {11.49 cro re 

sanctioned (February 2007) from Na ti onal Cooperati ve Development Corporation (NCDC). The 

firm was agai n appointed (May 2007) by H IMFED fo r prov iding detailed eng ineering report 

( DER) inc luding that for taking up of civ il works, at a cost of < 14 lakh but the firm as per DER 

(October 2007) revised the cost of project to <19 .97 crore a against the original project co t of 

< 12. 77 crore; wh ile the projected con truction of infra tructure wa redu ced from four to two 

sto ried structure . 

The Board of Di rectors in its meeting (October 2007) decided not to go ahead with the project due to 

its escalated revised cost and paucity o f funds. The HS lDC also rejected the propo al of HI MFED for 

sa le of plot and in formed that the vacant plot can be surrendered to HSIDC only and in that event, the 

principle cost of the plot a fter deduction of IO per cent shall be re funded to HI M FED as per terms of 

a ll otment. 

An expenditure of <47.77 lakb representing cost of plot includi ng interest and other expenses like 

extension fees, proceeding fee, consultancy fee for prepara tion of Report/DER, etc., had already been 

incurred by HIMFED. 

The plot was handed over to the HS I DC in January 2009 and it refunded { 31.59 lakh to HJMFED. The 

consultancy firm submitted (February 2008) a detai led claim of various outstanding dues under the 

contract alongwith interest, besides, the loss and damages suffered by them due to wrongful termination 

of contract for< 19.06 lakh. This liabili ty remained to be set off (March 20 I 0). 

HlMFED sustained a loss of {1 6. 18 lakh (total expenditure including price of plot: <47.77 lakh minus 

amount received from HSIDC: <31 .59 lakh) due to shelving of the Project. 

The Managing Director, HIMFED stated (February 20 I 0) that after the preparation of DER for 

construction of latest technology CA Cold Store by the consultancy firm ; the HIM FED found it 

unfeasible to invest such a huge amount and its v iability was found uncertai n and , therefore, dropped 

the idea to execute the project. However, the fact remains that these factors should have been kept in 

mind before initiating the proposal. Thus, due to faulty planning and inordinate delay in appointing 

the consul ta ncy firm, the Department had incurred wasteful expendi ture of< 16. J 8 lakh besides further 

committing a liability of{ l 9.06 lakh, being the consultation fee of the consul tancy firm. 

The audit findings were referred to the Government in June 20 10. Reply had not been received 

(September 20 I 0). 

Eslimated to be constructed at a cost of~l2.77 crore as per feasibility repon submitted by lll MCO in the year 2003 
1° First till November 2007 and then upto May 2008. 
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Horticulture Department 

3.5 Irregularities in import of improved planting material and blocking of funds 

Failure of the Department in timely import of planting material has not only resulted in 

loss of ~16.74 lakb but also led to blocking of n.79 crore in a bank account for more than 

two years 

To provide improved varieties of imported fru it plants like apple, cherry, peach, plum, strawberry, 

etc., to the orchardists of the State, the Director of Horticulture (DH) submitted (September 2007) 

a proposal11 to the State Government to import 68,050 plants of different varieties from a firm 'Van 

Well Nursery, USA' at a cost of~five crore. These plants were to be supp lied to the orchardists at the 

subsidi sed rate between ~ 150 and ~750 per plant. The State Government sanctioned (January 2008) 

~5.00 crore fo r the import of 68,050 plants. Of these, 80 per cent of the plants were to be supplied to the 

orchardists after one year Post Entry Quarantine (PEQ) in departmental Progeny cum Demonstration 

O rchards (PCDOs)/Nurseries and balance 20 per cent were to be kept in PCDOs for multipl ication 

purpose. 

Audit scrutiny (December 2008) of records of the DH and further information collected 

(May 2009-March 20 I 0) revealed the fo llowing: 

(i) The DH, in anticipation (July 2007) of the Government sanction (January 2008) placed 

supply orders (July 2007) on the firm, for supply of 43 ,353 plants of different varieties, to 

be supplied before February/March 2008 and that o f 1,36,200 plants before March 2009. 

Aga inst the supply order, the Depa rtment received 39, I 00 plants at ~2.11 crore in March 2008 

and fu rther supply was not received as of March 2010. The Department, however, took no 

action to get the supply of remaining p lants. 

( ii) The DH imported (March 2008) 39, I 00 plants for ~2. 11 crore from the firm without adopting 

the prescribed system of open competitive tender in violation of F inancial Rules. 

( iii) The DH drew (March 2008) ~5 crore from treasury, of which only a sum of~2.21 crore (Cost 

of 39, I 00 plants: ~2.11 crore and maintenance cost: ~0.10 crore) could be utilised and the 

remai ning amount o f~2. 79 crore was lying unutilised in bank as of March 2010. Evidently, 

the amount drawn in antici pation of receipt of supply of material or even before finalisation 

of tende r was in contravention of Financial Rules. 

(iv) Of the plants received , 2,962 plants perished (March 2008) during PEQ, due to different 

climatic conditions prevailing in India, causing a loss of~ 16. 74 lakh 12 to the State exchequer 

as the supply of the plants s tipulated to be received before February 2008 (January was 

considered the most appropriate month) was received in March 2008 when the tem perature 

was considerably high. 

11 Cost of fruit plants: ~.30 crore; Custom duty, quarantine fees and transportation: ~0.32 crore; Maintenance and upkeep of the 
plants: ~ 1.38 crore. 

' 2 Cost of one plant = 2.2 1.00.000 = ~565 .22 

39,100 
Loss = ~565.22 x 2.962 (plants perished) = ~16.74 lakh 
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(v) As against the required distribution of 3 1,280 plants (80 per cent) to orchardists, the DH 

distributed 16,792 plants (43 per cent) and the balance plants were allotted to PCDOs and 

Univers ity of Horticulture and Forestry (UHF), Solan. This has resulted in less realisation of 

revenue to the extent of ~20.47 lakh ( 14,488 x ~ 141.31 13) from the orchardists. 

The OH tated (February-March 20 I 0) that the deci sion to import the plants without competitive 

globa l tenders was taken by the High Level Comm ittee . He further stated that 2,962 plants perished 

during PEQ due to adverse weather conditions, transportation , handling and belated arrival from 

the firm . 

The reply is not acceptab le (i) as the supplies were ordered without inviting global bids thereby 

denying the best competitive prices for the plants and (ii) without inserting a clause in the supply 

order for freight on receipt supplies to avoid trans it losses. 

On this being pointed out in audit (December 2008-May 2010) the Department deposited (May 20 I 0) 

the remaining amount of~2 .79 crore alongwith interest of~14.97 lak.h in the treasury. 

Thus, failure of the Department in timely import of planting material has not only resulted in 

loss of~l6.74 lakh but a lso led to blocking of ~2 . 79 crore in a bank account for more than two 

years. Bes ides , revenue of ~20.47 lakh was less rea lised by the distribution of fewer plants to the 

beneficiaries. 

The audit findings were referred to the Government in May 20 I 0. Reply had not been received 

(September 2010). 

Irrigation and Public Health Department 

3.6 Unfruitful expenditure on Lift Water Supply Scheme 

Failure of the Department to get the work of gravity main completed in time resulted in 
unfruitful expenditure of ~4.48 crore on a Lift Water Supply Scheme 

The State Government accorded (March 2006) administrative approval and expenditure sanction 

for the construction of Li ft Water Supply Scheme from Behna Khad to Baragaon (Shimla district) 

for ~2.84 crore . The scheme was designed to augment the ex isting 12 Water Supply Schemes 

of 17 villages having 82 habitations. The source of the scheme (Behna Khad) is situated on the 

right bank of river Satluj in Kullu district and villages to be served are situated on its left bank in 

Shimla district. It was proposed to lift water from the source by creating suitable infrastructure 

including gravity main in a length of 490 metres. The scheme was targeted for completion in 

March 2009. An expenditure of ~4.48 crore had been incurred on the execution of the scheme as 

of October 2009. 

Scrutiny of the records (January 20 10) of Sunni division revealed that all the components of 

the scheme except laying of gravity main were completed upto March 2009. The gravity main 

included 116 metre length for laying of which a suspension foot bridge across Sat/uj river was 

11 Twenty five per cent (beneficiary share) of the average cost of one plant. 
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necessary. The work of suspens ion bridge was awarded (September 2007) to a contractor for 

~73.60 lakh fo r completion latest by March 2008. As the contractor had fail ed to complete the work 

within the stipulated time, the time of it completion was extended (Ju ly 2008) by the Department 

upto January 2009. Despite accord ing an ex tens ion , the contractor fa iled to complete the work. 

Resultantly, the Department levied (March 2009) liquidated damages of ~5. 1 5 lakh and rescinded 

(April 2009) the contract by forfeiti ng the earnest money/security depos its to the Government. 

Thus, an amount of~9.50 lakh on account of advance payment made for deployment of manpower, 

infrastructure, machinery, excess payment and levy of liquidated damages was recoverable from 

the contractor. However, action to award the bridge work to another contractor and to recover the 

amount from the defaulting contractor by initiating legal proceedings had not been taken as of 

August 20 I 0. 

The Executive Engineer stated (August 20 l 0) that without construction of suspension foot bridge, 

laying of gravity main i not po s ible and that tenders were under process to award the balance work. 

The reply is not acceptable as the Department had failed to monitor the work effectively. 

Thus, due to failure of the Department to ensure timely completion of gravity main by re-awarding the 

bridge work to another contractor, the scheme remained incomplete and expenditure of ~4.48 crore 

incurred on it largely remained unfruitful though the scheme was targeted for completion in March 2009. 

Besides, this also resul ted in non-achievement of the objective of provid ing suffic ient potable water to 

82 habitations of Shimla district and by not effecting recovery of ~9.50 lakh an undue favour was 

extended to the contractor. 

The audit findings were referred to the Government in April 20 I 0. Reply had not been received 

(September 20 I 0). 

Public Works Department 

3.7 Unfruitful expenditure on construction of road and undue benefit to a 
contractor 

Failure of the Department to initiate action according to the various clauses of the contract 

agreement resulted in unfruitful expenditure of ~69.49 lakh on a road and extension of undue 

benefi t of nt.37 lakh to a contractor 

In order to provide transport facility to 921 persons of Panvi village of Kinnaur di strict, the State 

Technical Agency approved (March 2005) the construction of 12.080 kilometres (kms) long 

motorable road from Wangtoo to Panvi for ~6.02 crore under Pradhan Mantri Gram Sadak Yojna 

( PMGSY). The Chief Engineer (South) awarded (April 2006) the construction of a portion of the 

road for a length of 5.525 kms to a contractor for ~2. 1 6 crore with a stipulat ion to complete it in 

one year. 

Scrutiny of the records (Decem ber 2009) of Karchham di v ision revealed that the con tractor 

commenced the work in May 2006 a nd upto Nove mber 2007 executed format ion c utti ng of 

the road for a length of 2.5 15 kms, in 11 patches. The reafter, the co ntractor did not execute 

a ny work and left constructi on of road in the re main ing stretches ( length: 3 .0 I 0 kms) o n 

the plea that clearance for fe ll ing of trees from the Forest Department was involved in the 
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alignment o f road. However, a per records of the Division, encumbrance free land for road 

al ign ment of 4 .965 kms was ava ilable before ovember 2007 and clearance of the Forest 

Department for felling of trees fa lling in the remain ing stretch of 0.560 kms was also obtained 

in December 2008. In the meantime the contractor was pa id <69.49 lakh fo r the work done 

upto 3rd running accou nt bill pa sed in March 2008. This showed that the contractor had 

stopped the work deliberately and made himse lf liab le for liquidated damages and termi nation 

of con tract as per the agreement. 

Audit scrutiny further revea led that despite the fact that the con tractor had stopped 

execution of the wo rk , on ly one per cent liquidated damages amounting to <2.16 lakh 

we re levied (Ju ly 2007) instead of I 0 p er cent {<2 1.60 lakh) of the tendered amou nt 

of <2 . 16 crore . Even the levied liquida ted damages had not been recovered. However, 

in acco rdance wi th the provisions of Standard Bidding Document fo r PMGS Y, advance 

payme nt of <32.40 lakh (Mobi li sation ad vance: <I0.80 lakh and Machinery advance: 

<2 1.60 lakh) had been made to contractor during May 2006 against Bank Guarantee (BG) 

of an eq ual amount iss ued by the Branch Ma nager, Himacha l Pradesh State Co-operative 

Bank (HPSCB) Ltd., Taklech which was cancelled (March 2008) by the Gene ral Manager, 

HPSC B Ltd., Shim la on the ground that the the n Branch Manager was not author ised to issue 

such Guarantee. Of the recoverable amount of <3 2. 40 lakh , the reco very of <20.4 7 lakh 

was still ou tstandi ng aga inst the contractor. The contrac tor a lso fa iled to furn ish fresh 

BG des pite repeated references made by the Executi ve Engineer (EE) . Thus , the payment 

made to the con tractor through 3rd running account bill in March 2008 without affecting 

recove ry of the ou tstanding advance and sec uring appropria te BG was irregular. 

Since the contractor had committed fundamental breach of contract due to non-resumption 

of the balance work, the contract should have been termina ted in terms of clause 53.1 of the 

agreement by applyi ng penalty of 20 per cent on the value of incomplete work which worked out 

to <29.30 lakh 14
. However, action to terminate the con tract and levy the penalty had not been 

initiated. 

The EE confirmed (December 2009) the facts and stated that action to levy liquidated damages 

at the rate of I 0 per cent was being taken and action to terminate the contract and levy additional 

cost would be taken with the approval of the higher authorities. The reply is not acceptable as the 

Chief Engineer (South) had already issued (August 2007) instructions to initiate action against the 

defaulting contractor. 

Thus, failure on the part of the Department had not only resu lted in unfru itful expenditure of 

<69.49 lakh but also extended undue financial favour of <7 J.37 lakh 15 besides denyi ng benefits of 

transport facility to the villagers. 

The audit findings were referred to the Government in April 20 I 0. Reply had not been received 

(September 20 I 0). 

" Total tendered cost = ~2 15.97 lakh 

Value of work executed = ~69.49 lakh 

Value of incomplete work = ~ 146.48 lakh 

Penalty = 20 per cent of~ l46.48 lakh = ~29. 30 lakh 
15 Advances ~0.47 lakh + Liquidated Damages~ 1.60 lakh + Penalty ~29.30 lakh. 
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Rural Development Department 

3.8 Unfruitful expenditure on Mushroom Cultivation Project 

Setting up of Mushroom Cultivation Project at Chamba without proper planning and 

implementation by the Department rendered expenditure of { 1.24 crore as largely unfruitful 

besides blocking of {l.05 crore 

With the objective of generating se lf employment and improving the economic status of those 

below the poverty line, the Deputy Commissioner (DC) Chamba on a proposal from Project 

Officer (PO) District Rural Development Agency (D RDA) approved (Ja nu ary 2006) a' Mu hroom 

Culti vation Project' for < 1.87 crore under Rashtri ya Sam Vikas Vojna 16
• As per proposa l the 

acti vities of the project, inter alia, invo lved setting up of 60 ton per month capacity Mus hroom 

Compost Un it (Unit) at Uda ipur in Chamba district fo r providing compost17 and pawn 18
, req uired 

for Mushroom cultivation to the farmers of six blocks of the district; training and demonstration 

for farmers, human resource developme nt and training/refres her courses o f project imp lementi ng 

staff, motor veh ic le on contract for supply of compost, market surveys, publicity, etc. The unit 

was to be managed by an apex Self Help Group (SHG) compri ing of elected members from 

40 different S HGs with technica l assistance from Horticu lture Department. 

Scrutiny (February 20 I 0) of records of the PO, DRDA revealed that the DC released 19 {1.87 crore to 

PO DRDA, Chamba for setting up of the project. The DRDA completed the work in September 2008 at 

a cost of{ l.24 crore and refunded (June 2008) {0.34 crore to DC Chamba while retaining <0.29 crore 

as unspent balance. Audit scrutiny revealed the following: 

)> The Department did not conduct any feasib ility study on account of demand and supply which 

is a pre-requisite in such projects. The PO DRDA stated (Ju ly 2010) that on the basis of 

experience of trial production by procuring compost from outside the district, a large interest 

was shown by the beneficiaries by raising demand for compost and, as such, the need for 

conducting the feasi bili ty study was not felt. The reply is not acceptable in view of requ irement 

of such proposals. 

)> The progress of the project was not satisfactory as shortfall s in financial achievements under 

its major implementation components20 ranged between 84 and 100 per cent even though 

achievement under the component ' publicity' was 100 per cent. 

)> The PO in disregard to the project guidelines invited tenders twice (September 2008 and 

May 2009) from Registered Societies GOs/SHGs/reputed firms, for operations of the Unit 

on lease for five years but none applied. Government stated (July 2010) that the DRDA 

16 Rashtriya Sam Vikas Vojna was launched in 2003-04 with a view to reducing regional imbalances and speed up development m 
the identified backward areas. 

17 Compost is resultant product fonned through the process of decomposition of raw medium by adding essential nutrients for 
growing a special edible fungus i.e. White Bunon Mushroom. 

11 Spawn: Pasteurised straw filled in polythene bags (8- 10 kg capacity) in layers and spawned at the rate of 20 per cent by weight 
of substrate. 

19 January 2006: ~0.28 crore; June 2006: ~0.39 crore; November 2006: ~0. 17 crore and March 2007: ~1.03 crore. 
20 Training and demonstration for farmers (84 per cent), professional services (95 per cent), training/refresher courses of 

project implementing staff ( 100 per cent), motor vehicle on contract for supply of compost ( 100 per cent) and market surveys 
( 100 per cent). 
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has started exerci c for the organisation of an apex SHG to whom the Unit was ultimately 

to be handed over. The fact remains that non-imparting of training and demonstration to 

fanncrs/project implementation staff, non-setting up of apex SHG, non-providing of technical 

advice by Horticulture Department/University of Horticulture and Forestry, Solan/Jndo-Dutch 

Project, Palampur as envisaged in the project proposal were the factor re ponsible for its failure 

which were not addressed by the PO DRDA in time. 

)..>- To have a trial run, the PO, purchased (December 2008 and March 2009) raw material worth 

~I. 76 lakh from a finn21 and i sued it to the same firm for trial production for one month. 

The firm produced 2 106 bags (50 kg each) of compost, which during testing was found to 

be infected with disease. However, infected substandard compost was sold to the fanners 

(21 SI !Gs) at ~0. 64 lakh. The compost prepared in the unit was, thus, of sub-standard quality. 

Facing technical incapabil ity, PO DRDA took up (June-December 2009) the matter wi th other 

Departments/Universities to acquire the Unit in public interest. However, due to non-avai lability 

of trained staff the Departments/Uni versities expressed their inability to take over the Unit. 

);;> Under the Green Gold Project22
, ~0 .53 crorc were provided (November 2002) by Government 

of India (GOI) for giving sub idy on purcha e of mushroom compost to fanners through SH Gs 

of Chamba and Bhattiyat block . Of this, ~0.42 crore, were ly ing unutilised with DRDA due to 

non-functioning of the Mushroom Cul tiva tion Project. 

The PO, DRDA stated (February 20 I 0) that the apex SHG to whom the project was to be handed 

over, was not in a position to acquire this unit in the absence of technical assistance due to which the 

funds received for providing subsidy could not be utilised. The reply is not acceptable as the PO failed 

to tie up wi th University/Horticulture Department for technical assistance. Further, the Government 

attributed (May 20 l 0) non-availability of technical expertise for non-operation of the compo t unit. 

This also shows inadequate action by PO DRDA in providing trai ning and arranging technical know 

how to the SHGs. 

Thus, due to non-conducti ng o f feasibility survey, non providing of adequate training to fanners/SHGs/ 

implementation staff, non-fonning of apex SHG and non-providing of technical assistance to SH Gs, 

the Mushroom Cultivation Plant set up at a cost of~ I .24 crorc could not be put to use besides blocking 

~I .05 crore21• Thus, the intended benefit of economic upliftment of fanners of six blocks of Chamba, 

could not be achieved. 

3.9 Unfruitful expenditure on setting up of Gramin Himachal Bhandars 

Construction ofGramin Himacbal Bhandars in other than typical hill architecture as required at 
tourist places and on the sides of roads leading to tourist places and inability of the Department 

to motivate Self Help Groups/people of the area for marketing their products through them has 

rendered expenditure of ~2.92 crore as largely unfruitful 

Under the scheme Swaranjayanti Gramin Swarozgar Yojana (SGSY), Government of India (GOI) 

approved (May 200 1) a special project titled 'Marketing of Rural Goods' for ~7 .70 crore for setting up 

a network of 50 mini markets named 'Gramin H imachal Bhandar ' (G HB) in various tourist places and 

21 MIS BB Foods Private Limned, Bilaspur. 
u Swaranjayanti Gramin Swarozgar Yojana (SGSY) Special PrOJCCts Component on cultivation of Mushroom, etc. 
21 ~0.29 crore with DRDA, ~0.34 crore with DC and ~0.42 crorc received under Green Gold Project for providing subsidy. 
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on the sides of roads leading to tourist places with one Central GHB in the State. The cost of the project 

was to be shared between Centre and State Governments in the ratio of75:25. It was aimed at providing 

market for rural goods, eliminating middle men and providing a forum to rural producers for marketing 

their own products. GHB were to be managed and maintained by Self Help Group (SHGs), local 

bodies like Gram Panchayat and Panchayat Samitis. The local bodics/SHGs requirement/will ingness 

was to be taken into consideration before finalising the site for GHBs. 

The project was to be implemented by the Project O ffi cers (POs), District Rural Development Agencies 

(DRDAs) in the State and PO, DRDA Shim la was declared as the Nodal Agency for construction of all 

GHBs retain ing the ownership of the GHB with respective DRDAs. The project was to be completed 

within two years from the date of sanction. 

Scrutiny of records of 12 DRDAs24 and information collected (November 2008- August 20 I 0) revealed 

the followi ng: 

);;>- DRDA Shim la being the nodal agency released ~4.03 crore during August 200 I to January 2010, 

out of the funds received ~3.85 crore plus interest earned ~0.35 crore) to ten DRDAs for 

construction of39 GHBs leaving an unspent balance of~0.17 crore with the nodal agency as of 

August 20 I 0. 

);;>- As per GOI instructions the 2nd installment for the project was to be released by GO! after the 

receipt ofutilisation of 60 per cent of the funds already released . The DRDA Shim la did not send 

the utilisation certificate (UC) due to which the 2nd installment was not released by GOI putting 

the completion of remaining GHBs in doldrums. 

);;>- The project was sanctioned in May 2001 and was required to be completed within two years 

(May 2003) but even after lapse of over seven years, UC for 60 per cent of the funds, a lready, 

released, was not sent to GO I. 

);;>- Twenty eight GHBs were completed by I 0 DRDAs25 (February 2003-May 2009) of which 

six26 were allotted to SHGs/Swarojgaris and the remaining 22 GHBs on which ~2.92 crore was 

incurred, could not be put to use because none of the SHGs/Swarojgaris came up for selling their 

products due to poor marketing viability as the GHBs were constructed far from roadside. 

);;>- Five GHBs27 for which ~0.45 crore were re leased (May 2003-February 2009), re mained 

incomplete due to incurri ng of entire funds on leveling of site (one case), delayed avai lability 

o f land (one case), non-ava ilability of NOC from forest Department (two cases) a nd late 

recei pt of funds (one case) resulting in blocking the funds w ith respective D RDAs. 

);> The work on s ix28 GHBs could not be started due to non-availabi lity of land/site (four cases) 

where GHBs were to be constructed and non-providing of funds (two cases). 

2
• Bilaspur, Chamba, Hamirpur, Kangra al Dharamshala, Kinnaur at Reckong Peo, Kullu, Lahaul and Spiti al Keylong, Mandi, 

Shimla. Sinnaur al Nahan and Una. 
25 Bilaspur: lhree; l-lamirpur: lhree; Kangra: seven; Kinnaur: one; Kullu: two; Mandi: three(+) one (Central GHB); Shimla: two; 

Sinnaur: two; Solan: two and Una: two. 
16 Kangra: one; Kinnaur: one; Kullu: two and Shimla: two. 
2' Kullu: lwo; Shimla: two and Solan one. 
21 Mandi : three; Hamirpur: two and Sinnaur: one . 
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;;... The places where the 12 GHBs29 were to be constructed were changed (March 2004) by the 

Director-cum-Special Secretary (RD). The s ites for construction of 12 GHBs had not been 

fi nal ised as of July 20 I 0 and funds for these GHBs were also not released. 

Photograph: 3.9.1 Photograph: 3.9.2 

Portion of GHB at Kandraur rented out to 
General Manager, District Industries Centre 

Partially completed GHB at Swarghat, Bilaspur 
District 

The concerned Project Officers attributed (November 2008- August 2010) the non-use of the GHBs 

to poor interest shown by SHGs, improper location and poor marketing feasibility of the GHBs. 

Government stated (May 20 I 0) that the highly centralised system fo llowed for construction of GHBs 

has delayed the operationalisation of these GI-IBs. 

Thus, due to non-construction ofGHBs in typical Hirnachali style on the s ides of roads leading to tourist 

places and inability of the Department to motivate SHGs/people of the area to market their products 

through these GHBs resulted in non-running of GHBs, thus, rendering the expenditure o f~2.92 crore 

as unfruitful. The intended purpose of the scheme was, thus, defeated and benefit of the scheme could 

not reach to the people of the area. 

Undue favour to contractors/avoidable expenditure 

Irrigation and Public Health Department 

3.10 Avoidable extra liability due to non-finalisation of tender within validity 
period 

Failure to finalise the lowest tender within validity period of first call resulted in award of work 
to the same contractor on the second call for an additional value ofn9.85 lakh 

Government accorded (November 2005) administrative approval and expenditure sanction for 

providing sewerage scheme to Nadaun town (Harnirpur district) at a cost of ~6.50 crore. Working 

estimate for construction of a sewerage treatment p lant (STP) of 1.69 MLD capacity and two septic 

tanks of 0.051 and 0.076 MLD capacity respectively alongwith soak pits was technically approved 

(July 2007) for ~91.27 lakh by the Chief Engineer (CE). The Department invited tenders for the 

construction of above components of scheme on l January 2008 and were opened on 3 1 January 2008 

29 Chamba: four; Kangra: two; Kinnaur: one; Lahaul and Spiti: two; Shimla: two and Una: one. 
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I' equal to ofle per cent of the tendered cost rmder clause 44. 1 instead of maximum of l0 per cent which

worked out to {59.60 lakh. The Department ultimately terminated the contracts under clause 52.1 in
November 2008.

It was further noticed that before terminating the contracts the Department did not levy the balance nine
per cent G0.54 crore) liquidated damages on the contractors and finalised their bills in December 2008
and January 2009 respectively.

The final bills of the contractors showed an amount of 71.62 crore recoverable from them, on account
of cost of material, mobilisation advance, machinery advances, levied liquidated damages, penalty
for balance works and other miscellaneous taxes. Against the recoverable amount of {1.62 crore,
{1.11 crore was available in shape of Fixed Deposits Receipts for effecting the recoveries but the same
were not encashed and credited into Government account as of Novemb er 2009. This shows that even
after finalising the bills the DeparLment had not taken any concrete steps to ensure recoveries of balance
dues of(0.51 crore from the defaulter contractors for more than one year and extended undue financial
beneflt of tl.05 crore including liquidated damages of {0.54 crore levied less.

The Executive Engineer admitted the facts (November 2009) and stated that initially ofle per cent of
liquidated damages were imposed and the case was moved for obtaining approval of Chief Engineer
(South), Shimla to terminate both the contracts due to which the balance n ine per centliquidated damages
could not be levied. He further intimated (August 2010) that the final bills of the contractors have been
passed and anArbitrator has also been appointed to decide the issue of recovery of Government dues.
The reply is not acceptable as the Department failed to conduct any investigation/enquiry prior to it
to fix responsibility on the defaulter for non-realisation of Government dues. This was necessary to
ensure that with the passage of time it may not become irrecoverable.

The audit findings were referred to the Government in April 2010. Reply had not been received
(September 2010)

].12 Undue financial benefrt to * firm

Failure to ensure compliance of contractual provisions by the Executive Engineer, Sundernagar
Division led to extension of undue financial benefit of 74.37 crore to a firm

fhe State Government accorded (November 2006) administrative approval and expenditure
anction for construction of Government Engineering College (GEC) at Sundernagar (Mandi
ristrict) for {37.15 crore. The construction of Phase-I of GEC comprising Buildings, Water
'upply, Sanitary and Electrical Installation works was awarded (Decembe r 2006) to a Delhi based
.rm30 at tendered cost of {22.42 crore. The firm commenced the work on 4 January 2007 and
as required to complete it by 3'd January 2008. As per the contract agreement, the firm was

:quired to achieve different milestones at prescribed intervals. In case of failure to achieve the
r'ogress, compensation limited to maximum l0 percent of the tendered cost was leviable on the
:m.

crutiny of records (January 2010) of Sundernagar division and further information collected
\{ay 2010) revealed that the firm failed to ensure progress of the work as stipulated in the conffact
greement and could not complete the work by the stipulated date viz.3 January 2008. The Executive
ngineer (EE) issued repeated notices to the firm to accelerate the pace of work and also granted
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ivith the Department as of May 2010. Besides, the responsibility for inaction in the Departrnent had

also not been fixed.

The audit findings were referred to the Government in May 2010. Reply had not been received

(September 2010).

13 Incorrect computation and non-recovery of Gov_grnment dres

The Department did not compute correctly Government dues of 7l7.76lakh and failed to

recover them for about two years after finalisation of contractor's bill in May 2008

In order to provide road connectivity to"five villages of Una district, construction of Makrer to
Bohru road (length: 7 kms) was approved during 2004-05 tnder Pradhan Mantri Gram Sadak Yojna

for7l.22 crore. The work was awarded (May 2006) to a Mohali based contractor for (1.03 crore with
a stipulation to complete it within a period of nine months viz.by February 2007.

Scrutiny of records (February 2010) of Bangana division revealed that the contractor started the work
in May 2006bfi could not achieve progress of work to the extent of 30 per cent of the value of work
after half of the completion period as required under the agreement. The contractor executed work for
value of {5.24lakh (five per cent) :upto March 2007 atd thereafter stopped further execution without
intimating any reason. Despite grant of provisional extension of time upto 15 September 2007,the
contractor failed to resume the work. The contract was ultimately terminated in October 2007 by
imposing penalty of t15.45 lakh'.

Contractor's 2"d and final bill showed an amount of {8.51 lakh recoverable from him after adjustment

of payment due to him.

In terms of the conffact, compensation for additional cost should have not been less than2} per cent of
the balance work left as unexecuted. The Department, however, computed compensation of(l0.30 lakh

against the required amount of (19.55 1akh33 resulting in loss of (9.25 lakh to the Govemment.

The Executive Engineer stated (February 2010) that less compensation for balance work was levied

inadvertently for which action will be taken. The reply is not acceptable as notice for recoverable

amount to the contractor was issued (February 2010) only for {8.51 lakh without blacklisting him and

ensuring computation of compensation as per contract agreement. Besides, the Deparlment did not take

any appropriate legal action for timely realisation of Govemment dues from the defaulter contractor

even after finalisation of the bill in May 2008.

Thus, laxity on the part of the Department to assess the Government dues of 7I7.76 lakh3a correctly

"nd timely led to non-recovery thereof for about two years after finalisation of the contractor's account

;'hich resulted in deliberate undue favour to him.

lhe audit findings were referred to the Government in June 2010. Reply had not been received

September 2010).

Liquidated damages for delay in completion of work
(five per cent ofthe tendered cost under Clause 44.1) : (5.15 lakh
Compensation for additional cost under Clause 53.1
(70 per cent of the tendered cost ) : t10.30 lath
Total : fl5.45 lakh
20 per cent of unexecuted work (1,,02,97,509 -<5,23,749 =797,73,760)
i.e.719,54,752 or say (19.55 lakh.
i) Dues payable after adjustrrent of liquidated damages and compensation levied = <8.5 I lakh
ii) Dues on account of compensation less levied = (9 .25 la}fi
Total (i)&(ii) = 717.7 6 lar<h
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The Finance Officer of the University stated (July 2010) that the delay in execution of the works was
caused by existing infrastructure, stores of examinations and trees at the site of COE wing besides

weather conditions i.e. heavy rains in monsoon season and snow in winter season which left the working
season very short for execution purpose. The reply is not acceptable as these factors existed even before
the proposals for execution of these works were made by the University.

Thus, non-utilisation of the grant (5 crore) under PMSP even within the extended period had not only
resulted in depriving the University of the remaining grant of (fow crore but also in creating a liability
of t0.92 crore towards interest. Besides, intended benefits of the proposed infrastructure could not be

made available to the students. Also,726.74lakh was irregularly diverted by the University from other
deposit works to the works undertaken under PMSP.

The audit findings were referred to the Government in April 2010. Reply had not been received
(September 2010).

Agriculture Department

].15 Blocking of funds

Absence of planning for execution of works try the Department had resulted in blocking of
<54.70Iakh drawn from the treasury in anticipation of utilisation

The State flnancial rules provide that no money should be drawn from the treasury unless it is
required for immediate disbursement and that it is not permissible to draw advances from the
treasury for the execution of works the completion of which is likely to take a considerable time.

Audit scrutiny (March 2OO9) of records of the District Agriculture Officer (DAO), Kinnaur at
Reckong Peo and further information received (June 2010) revealed that the DAO without ensuring
suitable site for construction of office cum residential building and kisan Bhawan at Reckong Peo
drew {24.50 lakh (May 1995-January 2003) to provide latest farming techniques to the farmers in
the proposed Bhawan through seminars/workshop/camps. He transferred (June-November 2003)
lhe funds to the Sub-Divisional Soil Conservation Officer (SDSCO), Kinnaur for execution of
rorks.

Ihe funds were taken back (December 2003) by DAO and deposited (January 2004) with the
Executive Engineer (EE), HPPWD Reckong Peo. However, sufficient land for the construction of
tne complex was made available in February 2005 only.

Despite this being pointed out (September 2002; November 2004) in audit, the DAO again drew
f-10.20 lakh (May 2005-June 2003) from the treasury and deposited with EE, HPPWD Reckong
P:o arid requested (September 2008), Secretary Special Area Development Authority (SADA),

[.:ckong Peo for grant of permission for construction of the complex. Permission from SADAt"
fr.s, however, still awaited (June 2010).

DAO Kinnaur stated (March 2009) that Kisan Bhawan was to be built on the land allotted
he DC in September 1996. Accordingly, on receipt of budget allotment the funds were drawn
the land was not found suitable. The Director Agriculture stated (July 2009) that the required
nission from the Forest Department was still awaited due to existence of Neoza trees and
llings on the re-allotted (November 2003) land. The replies confirm that the preparatory items
,'orks had not been taken care of by the Department prior to drawal and transfer of funds to the
:uting agency.
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Irrigation and Public Health Department

1.1? {Juprodelctive investment 0n construction of a &ow irrigatiom sc&reme

Poor planning and lackadaisical approach of the Department for construction of a flow 
I

irrigation scheme resulted in unproductive investment of {35.82 lakh 
I

fo provide irrigation facility to cuilurable command area (CCA) of 68.66 hectares in 11 villages,

:onstruction of a flow irrigation scheme (FIS) in Gram Panchayat Deothi (Shimla district) was,

administratively approved (January 2004) for759.77 lakh. The scheme, stipulated to be completed

in three years, was proposed to be constructed in three phases, each having separate Nallah source

lor water.

Scrutiny of the records (December 2009) of Rampur division revealed that the work in all
the phases was taken up for execution in March 2004 bfi subsequently had to be suspended

in March 2007 after incurring an expenditure of <35.82 lakh due to land dispute at the sites

of Phases-I and III and damages in Phase-II owing to construction of a road by the Public

Works Department in that area. Scrutiny further revealed that the constructed portion of the

scheme had created irrigation potential to CCA of 20 hectares (29 per cent) but no irrigation
facilities were provided to the beneficiaries due to extensive damages caused to the FIS owing

to heavy rains during 2005-08. An estimate for (11.85 lakh for restoration of rain damages and

damages caused due to construction of a road was submitted (March 2008) to the Superintending

Engineer, Reckong Peo for approval but returned by him in the same month as un-approved

without recording any reason. Thereafter, the division had neither taken up the matter with
the Superintending Engineer for repair of the damages caused in Phase-II of FIS nor were any

efforts made to resolve the dispute at sites of Phases-I and III as of Decemb er 2009.

The Executive Engineer confirmed (December 2009) the facts and stated that no objection

certificates (NOC) for use of private land were obtained from the Panchayat Pradhans before

taking up the scheme for execution. The reply does not explain as to why the private land owners

were not taken into confidence and written commitments obtained from them to obviate the chances

rf dispute at the later stage.

fhus, due to poor planning of the Department to ensure encumbrance free land and lackadaisical

rpproach to restore damaged scheme, the investment of <35.82 lakh on the FIS had remained

:nproductive.

lhe audit findings were referred to the Government in April 2010. Reply had not been received

rSeptember 2010).

&.

on-utilisation of procured materials for two sewerage schemes for a period ranging from one

seven years resulted in blocking offunds of{2.30 crore

te Financial Rules stipulate that stores should be purchased in accordance with definite
uirements of public service taking care not to purchase them much in advance of acfual

uirements.
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Chapter-Ill : Audit of Transactions 

Scrutiny of the records (January 2010) of the divi sion revealed that the execution of scheme wa taken 

up in ovember 2007 and civil works and electric power supply work were completed in May 2008 

and September 2009 respectively at a cost of ~79.80 lakh. Audit also noticed that the Department 

did not synchronise the work of electric power supply to the civil works of scheme properly and took 

a considerable period of 16 months to secure electricity supply connection for the scheme after the 

completion of civil works. 

Even after getting the electric connection from the Himachal Pradesh State Electricity Board 

(HPSEB) the scheme could not be made functional due to the reasons that applied load for 

electric power supply was for 20 HP and 25 HP pumping machinery to be installed at two tages 

of the scheme whereas the Department had actually in tailed pumping sets of 40 HP and 70 HP 

respectively. The Department installed pumping machinery of higher specifications without 

intimating the facts to the HPSEB . Thus, excessive increase in load against the load actually 

obtained for operating the pumping machinery resulted in the cheme lying non-functional since 

the date of its completion viz. September 2009. 

The EE confirmed (January 20 I 0) the facts and stated that tenders for pumping sets were called as 

per designed pecifications but due to their non-availability in the market, the firm had offered for the 

pumping sets of higher pccificat1ons, which were approved by the Superintending Engineer l&PH 

Circle, Sundemagar in October 2007. The repl y does not explain why the electricity connection 

could not be obtained keeping in \. iew the increased load requirement of the pumping sets by taking 

up the matter well in time with the HPSEB. 

Failure of the Department to pursue the matter effectively for getti ng electricity connection fo r the 

insta lled pumping machi nery to make the scheme operational not only re ulted in an idle investment 

of ~79.80 lakh but also deprived the beneficiaries of the intended benefit of drinking water facility 

even though execution of the scheme was taken up in 2007. 

The audit findings were referred to the Government in April 20 I 0. Reply had not been received 

(September 20 I 0). 

Planning Department 

3.20 Diversion of Sectoral Decentralised Planning funds 

~two crore meant for works under SDP were irregularly diverted by the Advisor Planning 

as Grant-in-aid to Dr. Yasbwant Singh Parmar University of Horticulture and Forestry, 

of which, ~l.40 crore remained parked in bank accounts in disregard of the programme 

guidelines 

Under the scheme of Sectoral Decentralised Planning (SOP), five per cent funds are taken out of 

the approved plan outlays and placed at the disposa l of di tricts for redressal of public grievances 

involving mall financial implications. The aims and objective of SOP fu nds are to (i) faster 

flow of benefits of developmental schemes to the people; (ii) execution of small developmental 

works viz. construction of Panchayat Bhawans, rain shelters, town halls and foot bridges, etc.; 

(iii) provision of basic infrastructural facilities viz. link roads, primary health centre bu ildings and 

school buildings, etc. 



Audit Report- Civil (Report No. 21 for the year ended 31 March 2010 

No funds under SOP are to be utilised as Grants- in-aid and it does not contain the element of 

' di scretion' and the u tilisation of funds for any project/sche me out of SOP requires approval of 

District Planning, Development and Twenty Point Programme Review Committee (DPDTPPRC). 

The phasing of work and financial sanction for more than o ne financial year is not permissible. 

Scrutiny (November 2009) of records of the Deputy Commissione r (DC) Solan revealed 

that the Advisor, Planning, sanctioned (March 2007) ~two crore under SOP for co nstruc tion 

of Auditorium40 at Dr. Yashwant Singh Parmar University of Horticulture and Forestry 

(University), Nauni . The funds were sanctioned w ithout any proposa l from DC Solan and 

without obtainin g approval of the DPDTPPRC Solan District. Besides , ~two crore provided by 

the Advisor was the fi rst insta llment released for the Project which tantamounts to phasing of 

the financia l sanction. This further amounted to providing of undue Grant-in-aid (G IA) to the 

U nivers ity as the same being an autonomous body was financed by the Government by way of 

GIA. The DC Solan drew (March 2007) the aforesa id amount and released (April 2007) to the 

Vice Chance llor (VC) of the University and thereafter the VC initiated the preparatory41 work 

for cons truction of Auditorium. As a result, out of ~two crore, the Un iversity cou ld utilise 

only ~0.60 crore as of June 20 10 and remaining amo unt of ~ l.40 crore remained unutilised in 

bank accounts. 

The DC while admitting the facts stated (November 2009) that the Advisor provided the funds at the 

fag end of the financial year and also without any proposal. He further stated that the amount was 

drawn from treasury (March 2007) to avoid lapse of the grant. The contention of the DC Solan is not 

acceptable as the sanction, re lease and utilisation of funds beyond one year under SOP was against the 

provisions of guidelines of the programme. 

Thus, providing of~two crore earmarked for works under SOP as GlA to the University was irregular. 

The amount of~ 1.40 crore had also remained blocked with University for the last three years. Th is 

reflected irregular release of funds under SOP by the Planning Department meant for execution of small 

developmental works involving repair/renovation of public assets. 

The audit findings were referred to the Government in March 20 I 0. Reply had not been received 

(September 20 I 0). 

3.21 Diversion of Rashtriya Sam Vikas Vojna funds 

Funds amounting to~l.48 crore under Rashtriya Sam Vtkas Yojna were diverted in contravention 

of the provisions of the scheme 

Rashtriya Sam Vikas Vojna (RSVY) was launched by GOI in 2003-04 for introducing programmes 

focusing on developme nt of backward areas, which wou ld help to reduce regional imbalances 

and speed up development. RSVY was introduced in Chamba district in September 2003. The 

Deputy Commissioner (DC), Chamba received grants of~ 45 crore from the GOI du ring 2004-07. 

The main objectives of the scheme were to address the problems of low agricultural productivity, 

unempl oyment and to fill up critical gaps in physica l, health, educati on infrastructure, etc. 

The GOI added (February 2004) other services like technology based support including rural 

'° Administratively approved for ~9.47 crore with stipulated date of completion of two years. 
' 1 Architectural and structural consultancy, preparation and approval of estimates, obtaining of technical sanction, etc. 
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Chapter-Ill: Audit of Transactions 

technology and information technology as legitimate works under the scheme. However, 

the RS VY guidelines provided that the additionality should not be used for ex penditu re on 

construction/maintenance of administrative buildings and es tabl ishment costs. 

Aud it scrutiny of records of the DC, Chamba revea led (February-March 2010) that the DC re leased 

~97 lakh (March 2005) out of RSVY funds for setting up of Information Technology (IT) Society 

in Chamba district which included purchase of computer accessories (~51.40 lakh), furniture 

(~ 10 .99 lakh), PVC flooring (~2 lakh) for DC o ffi ce, payment to contractor for upgradation of 

branches/office (~19 .8 1 lakh) and purchase of IT equipment (~ 1 2.80 lakh) for Sub-Divisional 

Mag istrate/Tehsildars in Chamba District. However, the release of funds for setting up of IT 

infrastructure for administrati ve office was not in conformity with the RSVY guidelines. The DC, 

Chamba also released (February-November 2009) ~51 .01 lakh for construction of second fl oor 

over District Revenue Office Building in the DC office and Electrifi cation works (~16.73 lakh) 

and construction of Red Cross Bui lding in the DC office ~34.28 lakh). Since the funds under 

RSVY were not admissib le to be used fo r construction of administrative buildings and such other 

projects, re lease o f ~l .48 crore for inadmiss ible works was in contravention of guide lines of the 

scheme. Further, these works also did not find place in the approved proposals. 

The DC, Chamba stated (March 2010) that this was done for smooth running of Government offices 

and that the empowered committee on RSVY in its meeting held in February 2004 had observed that 

the technology based support cou ld be inc luded in the scheme. The reply is not acceptable as the 

funds under RSVY were to be spent only to address the problems of low agriculture productivity, 

unemployment and to fill critical gaps in physical and social infras tructure, rural specific information 

technology and not on construction/maintenance of administrative buildings, purchase of furniture, 

computers and accessories for office purposes, etc., which should have been met out of the State 

budget. 

Thus, the release of ~ l.48 crore towards inadmissible works under RSVY tantamounts to irregular 

diversion of funds depriving the general public of the benefits of developmental works as envisaged in 

the scheme. 

The audit fi ndings were re ferred to the Government in August 20 10. Reply had not been received 

(September 20 10). 

Urban Development Department 

3.22 Locking up of funds meant for a housing scheme for urban poor 

The Department did not arrange suitable site for 'Ashiana' a housing scheme for Urban Poor 
resulting in locking up of funds of ~l.98 crore with the IDMUDA 

To ensure integrated development of Urban Poor, Government of India (GOI) introduced 

(December 2005) a scheme 'Bas ic Services to the Urban Poor (BSUP)'42 for Shimla Town under 

Jawaharlal Nehru National Urban Renewal Mission (JNNURM), with funding in the ratio of 80: 10: 10 

between the GOI, State Government and the local municipal ity. 

• 2 Includes security of tenure at affordable prices, improved housing, water supply, sanitation and ensuring delivery through 
convergence of other already existing universal services of the Government for education, health and social security, securing 
effective linkages between asset creation and asset management, ensuring adequate investment of the funds to fulfi ll deficiencies 
in the BSUP and scaling up delivery of civic amenities and provision of utilities with emphasis on universal access to urban 
poor. 
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Audit Report- Civil (Report No. 2) for the year ended 31 March 2010 

Scrutiny (October 2009) of records of the Director, Urban Development (UD) revealed that the 

Mission Director, JNNURM, GO I, sanctioned (March 2007) a project' Ashiana ',a housing scheme 

for the urban poor of Shimla town for ~9.99 crorc for estab lishing 252 number of dwelling units 

on 4387 sq. mtrs forest land identified by the Municipa l Corporation (MC) at Totu, Shimla. The 

MC did not conduct any urvey to identify encumbra nce free land in Shimla. The Director, UD, 

on receipt of sanction (July 2007) released (Augu t 2007) ~1.98 crore43 to the Chief Executi ve 

Officer-cum Secretary, Himachal Pradesh, Housing and Urban Development Authority (HIMUDA), 

Shim la, being the executing agency, towards the first installment under the project for construction 

of dwelling units without ensuri ng encumbrance free land for such units. 

The work relating to the project could not be started as of January 20 I 0 due to non-availability of 

su itable encu mbrance free land as the s ite identified by the MC Shimla was forest land and was 

not approved by the Ministry of Environment and Forest, GO!. Resu ltantly, ~1.98 crore released 

were lying unutilised with the HIM UDA ince August 2007 and consequently the Department 

could also not receive next insta llments amounting to ~8.01 crore (Central share: ~5.29 crore and 

State share: ~2. 72 crore) under the project from the GO I/State Government. Besides, the release 

of funds to the executing agency w ithout providing su itable site for construction of dwelling units 

ha also resulted in loss of interest of ~50.69 lakh44 on the funds of ~1.98 crore lying unuti lised 

since August 2007. 

The Government stated (July 20 I 0) that the work could not start due to non-conversion of land use 

under Forest Conservation Act and the MC Shimla has now identified (January 20 I 0) land at Dhall i near 

Shimla which is suitable for construction of DUs under the Project. It was further stated that for cost 

variations, the MC Shimla has requested HIMUDA to prepare a fresh Detailed Project Report (DPR) 

for approval from the GOI. The reply is not acceptable as before release of funds to the executing 

agency, the availability of suitable encumbrance free si te should have been ensured to avoid blocking 

of funds and consequential loss of interest thereon. 

Thus, the re lease of funds for the 'Ashiana' a housing scheme for urban poor by the Department 

without ensuring availability of suitable encumbrance free land had resulted not only in blocking 

of ~J .98 crore with the executing agency since August 2007 alongwith loss of interest thereon of 

~50.69 lakh but the urban poor had also remained deprived of the intended benefits of the scheme. 

A lso the State Government had been deprived of central grants o f~5.29 crore for the scheme. 

Regularity issues and other points 

Education Department 

3.23 Irregular charging of tuition fee from girl students 

~65.92 lakh charged by the Principal, t. Bede's College, Shimla as tuition fee from girl students 

during 1996-97 to 2009-10 was in contravention of the instructions of the State Government and 

deprived the beneficiary girl students of the intended benefi ts 

Instructions (July 1996) of the State Government provide for exemption of tuition fee fo r the State 

domicile girl students at all levels of education who pursue their education through formal education. 

° Central share: ~I . 76 crore and State share: ~0.22 crore. 
" Calculated at the rate of 9.09 per cent for the year 2007-08 and 9. 19 per cent for the year 2008-10, bemg the rate of interest on 

Government borrowings. 
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Scrutiny (August 2009) of records of Principa l, St. Bede's College (College), a Government 

aided Co llege, fina nced by the State Government by way of Grant-in-Aid (G IA) to the extent of 

95 per cent of the deficit of the estimated income45 and expenditure46
, revealed tha t the co llege had 

charged tui tion fee amount ing to ~65. 92 lakh47 from 9768 g irl s tudents during 1996-97 to 2009-1 O 

in contraventi on of the ins truction s of the State Government. 

On thi s being pointed out (February 2009) in audit the Principa l o f the Co llege sta ted (February 2009) 

that the copy of the instructions was not endorsed to it by th e Education Department and the tuition 

fee being a part of income for ca lculation of 9 5 per cent deficit in the G IA Rul es, the benefits thereof 

had accrued to the Government instead of the Coll ege. Whi le the Director, Higher Education 

(Director) stated (Marc h 20 I 0) that the Co llege had contravened the prov isio ns of the instructio ns/ 

policy of the Government and the matter had come to the notice of the Department through audit, 

the Principal of the college intimated (July 20 I 0) that for the academic year 20 I 0- 11 tuition fee 

is not being charged from girl students belonging to Himachal Pradesh. The acceptance by the 

Director and the Princ ipal indi cates the Departme nt ' fa ilure in monitoring the implementat ion of 

State Government orders. 

Thus, cha rging of tu ition fee of ~65.92 lakh by the College in contravention to the instruction of 

the State Government and th e Education Department's failure to enforce the Government order 

deprived the beneficiary g irl students of the intended benefits. 

The audit findings were referred to the Government in Apri l 20 I 0. Reply had not been received 

(September 20 I 0). 

Planning Department 

3.24 Irregular sanction of funds 

Release of ~36.53 lakh to Kamdhenu Hitkari Manch, Nambol by Deputy Commissioner 

Bilaspur was in disregard to guidelines for implementation of Vikas Mein Jan Sebyog 

scheme 

The scheme ' Yikas Mein Jan Sahyog' (VMJS) is intended to provide financial assistance to individuals 

or self help institutions, etc., engaged in local developmental works/activ ities. The guidelines provide 

that where individuals or self help institutions have already been provided financial assistance from the 

Government funds under any other scheme, such indi viduals/self help institutions sha ll not be eligible 

for financial assistance under VMJS. 

Scrutiny (November 2009) of records o f the Deputy Commissioner (DC), Bilaspur revealed that 

notwithstanding the guide lines of VMJS scheme, financial a sistance of ~36.53 lakh was sanctioned 

(December 2008) by the State Government and released (January 2009) by the DC to MIS Kamdhenu 

Hitkari Manch (Manch), amhol (Bilaspur di strict) a cooperative society registered under Societies 

Registration Act, 1860 under VMJS for construction of a building of the Manch. It was, however, 

noticed in audit that the Manch had already received financial assistance of ~eight lakh in March 2007 

from the Project Officer (PO), DRDA Bilaspur for purchase of infrastructure i.e. instant milk cooling 

system under 'Sampooma Grami n Swarojgar Yojana ' and was, thus, not eligible for further financial 

• l Tuition fee, admission fee and late admission fee. 
"" Basic Pay, Dearness Pay, Dearness Allowance, CA, HRA, IR, GPF, Arrears, if any and Gratuity. 
0 1996-97 to 2006-07: ~55 .72 lakh from 8054 students ; 2007-08: ~4.04 lakh fro m 706 students; 2008-09: l'J.36 lakh from 

57 1 students and 2009-10: n .80 lakh from 437 students. 

___________________ .. 69 .. 
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assistance under VMJS. The BOO, Sadar (Bilaspur) stated (J une 20 I 0) that 65 per cent work was 

completed and the remaining work was at completion stage. An expenditure of ~25 lakh had been 

incurred so far. Sanctioning of ~36.53 lakh to the Manch under VMJS was incontravention to the 

guidelines of the scheme. 

The DC, Bilaspur stated (November 2009) that under VMJS, the executing agency was Block 

Development Officer (BOO) Sadar and on the basis of certificate furnished by the BOO to the e ffect 

that no funds had been sanctioned to the Manch under any other programme, necessary sanction was 

issued. It was further stated that his office had no knowledge and record about funds provided under 

any other programme to the Manch. The reply is not justified as the DC, Bi laspur who is also the 

Chief Executive Officer of DRDA, Bi laspur hould have verified the facts from the Project Officer, 

DRDA, Bilaspur who had sanctioned ~eight lakh to the Manch under above programme. 

Government stated (June 20 10) that the financial assistance of ~eight lakh would have remained 

unutil ised if proper building to install equipment was not provided to the Manch. 

The fact remains that the sanction of financial assistance of ~36 .53 lakh to the Manch under VMJS 

by the Government was in disregard to guide lines for implementation of Vikas Mein Jan Sehyog 

scheme . 

.. 70 







" CHAPTER-IV 
INTEGRATED AUDIT 

Indian Systems of Medicines and Homeopathy Department 

4.1 Integrated Audit of the Department 

The State has a network of 1154 Ayurvedic health institutions including hospitals, Dispensaries, 

health centres and clinics but there were shortages of AMOs (14 per cent), paramedical 

staff (49 per cent) and other supporting staff such as Dais/ANMs and class IV (40 per cent). 

233 Dispensaries were being run by a single employee/Class IV adversely affecting the health 

care services, especially in rural areas. Hospitals and dispensaries were not regularly inspected, 

manufacturing facilities of medicines were not modernised, quality control of medicines was 

not ensured and there were deficiencies in manpower management. The Department could not 

provide the expected level of health care services despite receiving substantial funds from GOI 

for implementation of Centrally Sponsored Schemes. Some significant audit findings are as 

under: 

);;> Expe11diture of the Department exceeded the budget a/locations every year during 2005-09 

thereby indicating non- preparation of budget estimates on realistic basis. 

(Paragraph 4.1. 7.1) 

);;> Staff costs to total revenue expenditure of the Department increased from 81 to 90 per cent 

during 2005-10. Expenditure on purchase of medicines, etc., was decreasing year after 

year. 

(Paragraph 4.1. 7.4) 

>- Shortfall in achievement of targets of openinglupgradation of 90 Hospitals and Dispensaries 

during 2005-10 was 89 per cent and indicated failure of the Department to provide better 

health care services to the people of the State. 

(Paragraph 4.1.8.1) 

:>- In eight test-checked hospitals, bed occupancy during 2005-10 remained low ranging between 

36 and 40 percent due to non-availability of trained staff, laboratories and operation theatre 

facilities. 

(Paragraph 4.1.9.1) 

);;> In 189 dispensaries out of314 test checked dispensaries, essential facilities like electricity and 

water connection were not available and 191 Dispensaries were manned by single person. 

Besides, 42 dispensaries were manned by one ANM/DaVClass-IV staff who were not even 

authorised to prescribe medicines to the needy patients. 

(Paragraph 4.1.9.2) 

:>- Against total receipt of~37.23 crorefrom GO/ by the Society for the development of AYUSH 

institutions in Himachal Pradesh during 2007-10; the Society failed to spend ~30.19 crore 
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during the said period. Besides, funds of~ 1.17 crore provided by GO/ f or implementation of 

NRHM were not utilised and unauthorisedly deposited into treasury as State receipl 

(Paragraphs 4.1.10 and 4.1.9.1) 

> Despite receipt of sufficient funds from GO/, 70 specialised clinics and 10 AYUSH Speciality 

Treatment Centres were not opened in Allopathic hospitals thereby ignoring the intention of 

the GO/ to provide health facilities to the people in both the streams under one roof. 

(Paragraph 4.1.10.1) 

> Due to non-receipt of approval from the Government, BSc Nursing and Pharmacy Colleges 

(Ayurveda) could not be started and Central assistance of ~5.47 crore remained unutilised in 

the shape of FDR in a bank account. 

(Paragraph 4.1.10.2) 

> Monitoring of Dispensaries by District Ayurvedic Officers was deficient as shortfall in 

conducting inspection during 2005-10 ranged between 66 and 74 per cenl 

(Paragraph 4.1.16) 

4.1.1 Introduction 

Indian systems of Medicines and Homeopathy (ISM&H) plays a vital role in providing hea lth 

care especially to the people in remote areas of the State. These systems are popular amongst 

the rural as well as urban population of the State for treatment of chronic diseases. As the 

State Government bas been giving great importance to these traditiona l systems of medicines, a 

separate Department of Ayurveda was c reated in I 984 to popularise these centuries old systems 

of drugs/treatment among the peop le by setting up Ayurvedic hospitals, Dispensaries and 

Pharmacies in the State. 

Ayurveda Department bas a large network of institutions in the remote and most difficult areas 

in the State. There are 11541 Ayurved ic health institutions, three Ayurved ic pharmacies and four 

herbal gardens and one Drug Testing Laboratory (DTL) as of March, 2010. These three Ayu rvedic 

Pharmacies2 are responsib le for manufacturing medic ines to be supplied to the Ayurvedic health 

institutions . Drug Testing Laboratory (DTL) at Jogindemagar (Mandi district) checks the quality 

of medi cines being manufactured by Departmental/private pharmacies. The four3 herba l gardens 

in di ffe rent agro-climatic zones of the State promote, culti vate and propagate vari ed medicinal 

plants. The Department also has one Government Post Graduate Ayu rvedic College known as 

Rajiv Gandhi Post Graduate Ayurvedic College (RGPGAC) at Paprola in Kangra district. The 

activities of these institutions are being funded by both the Government of India (GOI) and the 

State Government. 

In order to strengthen the medicinal p lants re lated activities in the State, there is one State Med icinal 

Plants Board (SMPB) under the Chairmanship of the Hon 'ble Chief Minister, H.P. with other 

Ayurvedic Hospitals: 27, Dispensaries: 1105, Unani Health Centres: three, Homeopathic Health Centres: 14, Nature Cure 
Centre: one and Amchi Clinics: four. 
Jogindemagar, Majra and Paprola. 
Dumrehra (Sbimla district), Jogindemagar (Mandi district), Jungle Jbalera (Bilaspur district) and Neri (Harnirpur district). 
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ex-officio, technical and non-officia l members. The Department is implementing three4 Centrally 

Sponsored Schemes (CSS). 

4.1.2 Organisational Set up 

Overall responsibility for implementation of programme and pol icies of the Department is vested 

in the Principal Secretary (Health and Ayurveda), who is assisted by the Director Ayurveda at the 

State leve l and by the District Ayurveda Officer (DAOs) at the d istrict level. At Sub-Divisional/ 

Vi llage leve l, there are hosp itals and di spensari es manned by Medica l Superintendents (MS), 

Sub-Divis ional Ayurvedic Medical Officers (SD AM Os) and Ayurvedic Medica l Officers (AM Os) 

respecti vely. 

The Principal Secretary (Health and Ayurveda) is also the President of the Society fo r the 

development of Ayurveda, Yoga, Unan i, Sidha and Homeopathy (A YU SH) (Society) and is ass isted 

by the General Secretary (Director Ayurveda) at the State level and fi ve other members of Ayurveda 

Department. The Society was established in July 2007 for implementation of Centrally Sponsored 

Schemes (CCS) in the State. 

Director Ayurveda, being the head of the Department is responsible for budgetary control, direction 

and overa ll working of the Department. District Ayurvedic Officers are responsible for actual 

implementation of the schemes in the field through the staff subordinate to them. 

4.1.3 Scope of Audit 

The Integrated Audit of the Ayurveda Department was carried out during March-June 20 I 0 and 

covered the period 2005- 10. Records maintai ned in the offices of the Director Ayurveda (includ ing 

State Medicinal Plant Board), five5 out of a total of 12 Distr ict Ayurvedic Officers (DAOs) a long 

wi th attached nine6 out of 36 Sub-Div is iona l Ayurved ic Medical Officers (SDAMOs) with attached 

hospitals covering five out of 12 di stricts were scrutinised. Bes ides, the records pertaining to 

receipts and expenditure of the Society fo r development of AYUSH for the period 2007-10 were 

also test checked. 

4.1.4 Audit Objectives 

The Integrated Audit of the Ayurveda Department was carried out with the main objectives of 

assessing whether: 

,:;:.. efficient financia l administration with reference to allocated priorities existed in the Department 

and resources were optimally uti lised; 

);;> effective programme management in terms of delivery of goals of the schemes/programmes 

existed; 

,:;:.. efficient management of human resources m terms of sanctioned, deployment and training 

personnel for ski ll upgradation existed; and 

);;> adequate superv ision and monitoring including internal control mechanism existed. 

Hospitals and Dispensary; Drug Quality Control and Development of AYUSH Institutions Schemes. 
Kangra, Kinnaur, Mandi, Shimla and Sinnaur. 
Baij nath, Dehra, Joginder Nagar, Rajgarh, Rampur, Reckong Peo, Rohru, Sundemagar and Surajpur. 
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4.1.5 Audit Criteria 

The Audi t c riteria used fo r benchmarking the aud it fi ndings were as under: 

~ State/Central Government's notifications and instructions issued from time to time for the 

implementation of State and Centrally Sponsored schemes; 

~ Departmental Manual/Policies!Rules and Regulations; 

~ State Financial Rules; 

~ Budget/Subsidiary Rules and; 

~ Procedures prescribed for monitoring and eva luation of schemes/programmes. 

4.1.6 Audit Methodology 

An entry conference was he ld (Apri l 2010) with the Princ ipal Secretary (Health and Ayurveda) 

wherein aud it obj ectives, aud it criteria , scope of audit and sampling methodo logy adopted for 

selection of units for test check were di scussed. Capital district (Sh imla), one Tribal district 

(Kinnaur) out of two and three7 out of rema ining nine districts were selected for detailed audit 

based on the Probability Proportionate to Size With Replacement (PPSWR) method of statisti ca l 

sampling 

Nine8 SDAMOs, two Pharmacies9 , two Herbal Gardens 10 were selected on Simple Ra ndom 

Sampling Without Replacement (SRSWOR) method of stat istica l samp ling. Records of Post 

Graduate Ayurvedic College, Paprola and two 11 Regional Hospitals were also test c hecked. 

Audit findings , as di scussed in the succeeding paragraphs, are based on an analysis of 

records, data, information and rep lies furni shed to the audit memoranda by the above units. 

Ex it conference was held (October 20 l 0) wi th Principal Secretary (Health and Ayurveda) and 

the v iews of the Department, whe rever received, have also been incorporated in the report at 

appropri ate places . 

Audit Findings 

4.1.7 Financial Management 

Funds are provided to the Department in the ann ua l budget of the State Government through four 12 

grants. GOl prov ided funds for implementation of the three13 central ly sponsored schemes through 

budgetary process upto 2006-07 and from 2007-08 onwards funds for imp lementation of these 

schemes were directly remitted to the Society for development of AYUSH. 

4.1.7.1 Financial outlay and expenditure 

The year-wise position of budget allo tme nt and expenditure incurred thereagai nst by the 

Department during 2005- 10 is given as under : 

Kangra, Mandi and Sirmaur 
Baijnath, Dehra, Joginder agar, Rajgarh, Rampur, Reckong Peo, Rohru, Sundemagar and Surajpur 
Jogindemagar and Majra 

10 Durnrehra and Jogindemagar 
11 Shimla and Paprola. 
12 Demand No. 9- Health and Family Welfare; Demand No. 15- Planning and backward Area Sub-Plan; Demand No. 31-Tribal 

Development and Demand No. 32- Scheduled Caste Sub-Plan. 
13 Hospitals and Dispensary; Drug Quality Control and Development of A YUSH Institutions Schemes. 



Year Budget Allotment 

State Centre 

2005-06 56.24 7.32 

2006-07 64. 13 3.99 

2007-08 68.50 

2008-09 88.43 

2009-10 115.89 

Total 393.19 11.31 

Source: Departmental figures Demand for grants. 

Figures in parenthesis indicates percentage. 
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Table: 4.1.1 

Total 

63.56 

68.12 

68.50 

88.43 

State 

65. 11 

83.63 

80.84 

94.77 

114.90 

Expenditu re 

Centre 

6.15 

3.64 

115.89 

404.50 439.25 I 9.79 

Total 

71.26 

87.27 

80.84 

94.77 

114.90 

449.04 

~in crore) 

Excess (+) 

Savings (-) 

(+) 7.70 (12) 

(+) 19.15 (28) 

(+) 12.34 (18) 

{+) 6.34 (07) 
---< 

(-) 0.99 (--) _.... __ 
(+) 44.54 (I I) 

Note : From 2007-08 onwards, budget provisions were not kept under Central sector as GOI remitted funds directly to the Society 
for development of A YUS 11 . 

As can be seen from the table above, the departmental expenditure had exceeded the budget 

allocation each year ranging between seven and 28 per cent during 2005-09. The Department 

attributed (June 20 I 0) the excesses to revis ion of pay sca les/wages of employees, payment of 

Interim Relief (IR) and Dearness Allowance (DA) from time to time . Besides, excess expenditure 

has also not yet been regularised . 

4.1.7.2 Budgctar~ Control 

The Director, Ayurveda is responsible fo r preparation and submiss ion of budget estimates to the 

Finance Department through the Administrative Department. 

The budget estimates fo r the period 2005- I 0 were sent after a de lay ranging between I 7 days 

(2007-08) and 84 days (2009-10) and the final Statement of excesses and surrenders were submitted 

late wi th delay ranging between 82 days (2005-06) and 97 days (2008-09) fo r above period. 

These delays in sendi ng of budget estimates and submission of fina l Statement of excesses and 

surrenders after the c lose of the financial year was also a futile exercise as the Departmental 

expenditure exceeded th e budgetary a llocation each year during 2005-09. This indicates fai lure of 

the Department to exerc ise e ffective budgetary control. 

The Government admitted the facts and stated (October 20 I 0) that the relevant provisions of the 

State budget manual and financia l rules wou ld be kept in view in future. 

4.1.7.3 Fxpenditurr Control 

To regulate the expenditure in a phased manner, the Admini strative Department is required to ensure 

that budget a llocation arc spent quarterly in a controll ed manner. It was noticed that expenditure in 

the fourth quarter of each year was between 34 and 64 per cent against the prescribed percentage 

of25. 

The Department while admitting the fact s ta ted (June-August 20 I 0) that the expenditure over 

the prescribed percentage in the fourth quarter was due to purchase of medicines/equipment and 
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expenditure on capital works and further stated that all the DDOs would again be directed to 

strictly observe the prescribed norms in future. 

4.1.7.4 Establishment and other \dministrative cost 

The I 21
h F inance Commission (TFC) recomme nded th at ex penditure on sa lary a nd wages 

relati ve to reve nu e ex pe nditure, ne t of interest payme nt and pens ion should not exceed 

35 per cent . 

The Department had not fixed any norms for expenditure on salary a nd wages and programme 

implementation .Staff costs and o ther administrative expe nses were on higher side during 

2005-10 resulting in th inning of resources for medicines and equipment. The ratio of staff 

costs, as compared to other costs on de li very of hea lth services during 2005-10 is given tn 

Appendix- Ill. 

From the detai ls given in the above appendix , it would be seen that administrative expense ranged 

between 8 1 and 90 per cent of the total expenditure. The expenditure o n programme implementation 

rema ined abysmally low a t an average of 14 per cent during 2005- 10 . 

The Government stated (October 20 I 0) that the TFC had not stipulated the ratio of expenditure 

and the same might not be applicable to the Departme nt. The fact, however, remains that the 

Department had not laid down any norms for regulation of staff and admini strative costs. 

4.1.8 Planning 

4 1.8 I Preparation of \nnual \ction Plan 

The office Manual of the State Government requires the Directorate to prepare an Annual Action 

Plan (AAP) for all Departmental programmes/schemes in advance in January every year with 

month-wise or quarter-wise breakup of targe ts in respect of each activity to be achieved during 

ensuing financ ial year. 

Audit scrutiny revealed that during 2005-10, AAPs detailing the implementa tion strategy for 

various schemes/activities were not prepared by the Department. Since planning is critical to 

implementation of various acti vities of a Department, the efforts of the State Government for 

strengthening th e network of Primary and Secondary level hea lth institutions14 were deficient as 

brought out in the succeeding paragraphs. 

(i) Targets and Achievement 

During 2005- 10, the State Government set targets for opening/upgradation of 90 Ayurvedic/ 

Homeopathic dispensari es, Ayurvedic hospital s and Panchkarma treatment units in district 

Ayurvedic hospitals. Against this, only 10 Ayurvedic Institutions (five Ayurvedic dispensaries, 

four Panchkarma units and one hospital) were upgraded/opened, resulting in 89 per cent shortfall 

in ach ievement of targets . The Director stated (June 20 I 0) that new institutions were opened by 

the Government on need basis. The reply is admission of the fact that there was lack of planning 

fo r opening/upgradation of health institutions to ensure better delivery of health care services to 

the people of the State . 

" Primary and Secondary level health units are Dispensary and 10/20 bedded hospitals respectively. 
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(ii) Availability of Primary and Secondary Health Institutions 

The Department has a large network of Primary and Secondary level health Institutions. As per 

norms, one Dispen ary is required to cover a popu lation of 3000 to 5000 and cater to outdoor 

patients only. Secondary health care unit is required to cover popul ation of about I 0000 to 20000. 

The district wise detai ls of these institutions in the State viz-a-viz population served by them in 

these districts as of March 2010 is g iven in Appendix- IV. 

A perusal of Appendix- IV reveal s that the norms for ope ning of di spensa ries and hosp itals had 

not been strictly fol lowed by the State Government. Out reach of dispensaries in eight15 out of 12 

dis tricts in the State was not ensured accord ing to the norms as population covered in these districts 

was above the maximum norm of 5000 and on an average ranged from 5244 (Bilaspur district) to 

6674 (Solan district) persons. 

Similarly, most of the distric ts had fewer numbers of hospitals than the norm . In some districts like 

Mandi and Sirmaur, there was only one hospital for population o f above four lakh . 

The Department stated that (July 20 I 0) to avoid such consequences in future, fresh norms for 

open ing of Ayurvedic Institutions were under consideration at Government level. 

4.1.9 Programme Management 

4.1 .9.1 \\'orking of Avun edic Hospitals 

The secondary health care unit is Government Ayurvedic Hospital. As per norms , I 0/20 bedded 

hospital was required to cover about I 0 to 20 thousand population . As of March 20 I 0, there were 

27 hospitals with bed strength of 510 in the State. Out of 27 hospitals, 25 were functional and 

remaining two hospita ls 16 opened (February 2009) were non-functional as building works of these 

hospita ls were in progress as of June 20 I 0. 

Hospital-wise position of staff sanctioned, staff in position vis-a-v is vacant posts was not available 

at Directorate level. Year-wise and hospita l-wise position of bed capacity, indoor and outdoor 

treatment of patients is, however, given in Appendix-V. 

The deficiencies noticed in the working of hospita ls are as under : 

~ Infrastructure 

Out of 25 functional hospitals, 22 hospita ls were housed in Government buildings and three 

did not have thei r own buildings. It was noticed in audit that these three I 0 bedded hospitals 

located at Rohru (Shimla), Bharmour (Chamba) and Harsar (Kangra) are functio ning in rented/ 

donated buildings without adequate accommodation. Further, in 16 hospitals 17
, laboratories were 

non- functiona l, whe reas in 14 hospitals 18, equipment/machinery required for treatme nt of indoor 

patients were also not available. Evidently, in the absence of complete infrastructure facilities, 

delivery of health care service was not upto the s tandard. 

15 Bilaspur, Hamirpur, Kangra, Kullu, Mandi , Sinnaur, Solan and Una. 
1' Solan and Kullu. 
17 Bhannour, Chamba, Dehra, Dharamshala, Haldarkona, Harsar, lspur, Katrain, Mandi, Nalagarb, Oel (NCU), Rampur, Reckong 

Peo, Robru, Sulyali and Una. 
11 Dehra, Dharamshala, Haldarkona, Harsar, !spur, Katrain, Mandi , Nalagarh, Ocl (NCU), Sulyali, Rampur, Reckong Peo, Rohru 

and Una. 
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);;- Under utilisation of hospita l services 

Pos iti on of uti lisation of hospital services in eight19 test checked hospitals, during the period 

2005-10 is given in Appendix-V I. 

From the deta ils given in the Appendix , it would be seen that in these hospitals, bed strength of 

hospitals increased from 220 to 270 during 2005- 10, the average daily bed occupancy during 

2005-10 was between 36 and 40 per cent only. Aud it noticed that poor bed occupancy in these 

hospitals was due to non-avai lability of fac ilities such as la boratory/operation theatre/water 

faci liti es and shortage of trained staff/speciali sts. Besides, outdoor patient treatment in eigh t test 

checked out of 25 hospital s also showed declining trend as number of patients treated ( 1,31, 186) 

in 2005-06 came down to (97,0 16) in 2009-10. Thus, in spite of increase in bed strength, the 

Department failed to ensure proper functioning of hospitals due to non-providing of adequate 

facilities. The concerned Medical Superintendents (MS) of regional hospitals/ DAOs/SDAMOs 

admitted the facts (Apri l-June 20 I 0). 

);;- Convergence with other on going programme 

The Mission Di rector National Rura l Health Mission (NRHM), GO I conveyed (May 2008) 

approval of State Programme Implementation Plan (PIP) for 2008-09 to the State Mission 

Director (NRHM). As per approved PI P, 70 AMOs were to be appointed o n contrac tual basis 

at a fixed remuneration of ~16,000 pe r month for 70 specialised c linics of ISM&H to be 

established in Allopathic institutions s uch as Community Health Centres (CHCs) and Regional 

Hospitals ( RH s) so that the patients could avail the benefi ts of both the systems under one roof. 

Accordingly, the State Mission Director (NRHM) released ~1.34 crore (November 2008) to the 

Director, Ayurveda. 

Scrutiny of records in the Directorate revealed that no appointments of AM Os for specia li sed 

cl ini c in C HCs/RHs were made as envisaged in th e PIP of NRHM. The Department s pent 

~ 17 lakh on sa lary of 35 AM O s who were wo rking in health inst itut ions not related to th e 

functioning of NRHM and deposited (March 2009) the remaining amount of ~1. 1 7 crore in 

the Treasury. However, utilizat ion certificate (UC) for the whole amoun t viz. ~ 1.34 crore was 

incorrectly sen t to the State M iss ion Director (NRHM). This resulted not only in diversi o n 

of NRHM funds but also hampered the convergence of Ayurvedic health ca re facil ities 

w ith RHM. 

The Director Ayurveda stated (April 20 I 0) that since it was decided by the State Government 

to deposit the ba lance amount of ~1.17 crore in treasury, UC was accord ingly furnished to State 

Miss ion Director (NRHM). However, no reply was furni s hed fo r spending of~l 7 lakh on sa lary of 

35 AM Os w ho were not re lated to implementation of NRHM. 

4.1.9.2 \\.'orking of Dispensaries 

As of March 20 I 0, 1105 dispensaries were working in the State to provide health care ervices to 

the people of ru ral and urban areas. The defic iencies noticed in the working of dispensaries were 

as under: 

19 DAOs: Mandi, Dharamshala and Reckong Peo; MS: RAH Paprola and Shimla and SDAMO Jogindcmagar. Rampur and Rohru. 
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);> Shortage of Manpower 

As per norms fi xed (May 1995) by the State Government, one AMO, one Pharmacist, one 

Auxiliary Nurse-c um-Midwife (ANM)/ Dai and one class- IV we re required to be posted in a 

dispensary. 

Scrutiny of records revea led that the re was acute shortage in a ll the categories of staff a s 

o f Marc h 20 I 0 . There were 994 AM Os, 536 Pharmac is ts, 674 ANM/Da is and 669 C lass-IV 

staff agains t 1105 pos ts in each category of s taff. The percentage of shortage of AMOs and 

Pharmacists was I 0 and 52 per cent w he reas in respect o f Dais and c lass-IV it was 39 per cent 

( in each category). In fi ve test-c hecked di s tri cts, it was noti ced that out of 3 14 di spe nsaries, 

189 we re lack ing essential faci lities li ke water ( 139) a nd e lectricity (50). Jn the absence 

o f adequa te staff a nd essentia l facilities, proper fu ncti o ning of these di spensari es was not 

poss ible . Al so 191 di spensaries located in rural a reas were manned by only one person ( 17 1 

by o ne AMO each and 20 by one Pharmaci s t each) and no supporting staff was prov ided in 

these di spensaries. Bes ides, 42 dispe nsaries were manned by one AN M/ Da i and Class-IV 

sta ff who were not even authori sed to presc ribe medi c ines to the needy pati e nts. The Director 

stated (June 20 10) tha t due to ban imposed by the Governme nt on recruitment of staff, vacant 

pos ts could not be fill ed up . The rep ly is not acceptable as operat ion o f th ese di spensaries 

without adequate required staff did not serve the purpose o f providing qu a lity health care 

se rv ice to the needy patients . 

Similarly, in SDAMO, Baijnath (Kangra distri ct) it was noticed (May 20 10) that only one 

class-IV employee was posted in Bara Bhanga l Dispensary and no med ici nes were supplied 

to the said Dispensary after August 2006. Thus, the class IV posted there remained idle s ince 

September 2006. This had res ulted in unfruitfu l expendi ture of~3.59 lakh on pay and allowances 

of said employee from September 2006 to Apri l 2010. SDAMO, Ba ijnath stated (May 20 10) that 

the matter for posting o f AMO in Bara Bhanga l Dispensa ry had been taken up with the Government 

and acti on in this rega rd was to be taken at Government level. 

);> Lack of Infrastructure 

As per norms, an area of 600 sq uare fee t for a Dispensary buildin g has been approved . Audit 

scrutiny revea led th at out of 11 0 5 d ispe nsa ries, 379 were housed in Governme nt buildings , 

27 1 in pri vate rented bui ldings a nd 455 in don ated/ Pa nchay a t buildings. The Departm ent 

was not a ware o f th e a vai lability o f th e a rea of di spe nsaries run in private/ do na ted/ 

Pa nc hayat build ings. T hus, runnin g o f di spensa ri es espec ia lly in private/pa nc hyats/ do nated 

buildings witho ut adequate in fras tructure was bou nd to a ffect the sm oo th fun ctioning of 

these di spensari es . 

~ Irrational deployment of staff 

In two20 test-checked districts, it was noticed that I 0 ANMs21 and Dais22 (five each) were posted in 

excess of the sanctioned strength. Thus, due to improper planning for posting of staff, some dispensaries 

remained under staffed as discussed in paragraph 4.1.9.2. 

2° Kinnaur and Mandi. 
21 Five Dais in District Ayurvidic Hospital. Kinnaur. 
22 Three ANMs in DAO Mandi : and two ANMs in SDAMO Sundemagar: 

79 



Audit Report- Civil (Report No. 2) for the year ended 31 March 2010 

4.1.9.3 Working of Pharmacies 

There are three23 Government Ayurvedic Pharmacies located in the State. Of this, one pharmacy 

is attached with the Rajiv Gandhi Post Graduate Ayurvedic College, Paprola for carry ing out 

research work and providing practical train ing to the students. At present these pharmacies are 

providi ng quality medicines to about 1105 Ayurvedic Dispensaries and 25 functiona l Hospitals 

in the State. 

The defi ciencies noti ced in working of two selected pharmacies24 are discussed as under: 

);;>- Shortfall in achievement of targets for production of medicines by pharmacies 

The year-wise position of targets fixed and achievements thereagainst is g iven in Appendix-VII. 

From the details given in the Appendix, it can be seen that on an average there was shortfall in 

producti on ranging between 46 to 60 per cent during the aforesa id years. In these two pharmacies, 

against the sanctioned strength of 134 personne l of different categories, only 56 were in position. 

Thus, due to acute shortage of staff, machinery/equipment in both the pharmacies could not be 

utili sed to their full capacity wh ich affected the manufacturing of quality medicines and their 

supply to the Government hospitals and di spensaries. 

The AM Os, Incharge of both pharmacies stated (May-June 2010) that the shortfall in achievement 

in production was due to shortage of technical staff and non posting of Manager/ Assistant Manager 

and non availability of some ingredients/sufficient material and other items. The Department further 

stated (August 20 10) that shortfa ll in achievement in production was a lso due to non installation 

of addit ional machinery. The reply is not acceptable in view of the fact that ingredients/material/ 

other items should have been arranged well in time besides providing adequate technical and other 

staff. Thus, the working of Pharmacies was not upto the desired leve l. 

);;>- Stock position of Raw Herbs/packing material 

Stock position of raw herbs and packing material m the two selected pharmacies v1z-a-v1z 

consumption during 2005- 10 is as under: 

Table: 4.1.2 

(Value ~in lakh) 

Year Opening stock Receipt during Total Consumption during Closing stock 
the year the year 

2005-06 19.98 25.24 45.22 11.75 33.47 

2006-07 33.47 11 .67 45.14 27.52 17.62 

2007-08 17.62 35.59 53.2 1 24.10 29.11 

2008-09 29.11 66.36 95.47 51.4 1 44.06 

2009- 10 44.06 33.26 77.32 34.32 43.00 

Total 172.12 149.10 

Source: Figures supplied by Jogindemagar and Majra pharmacies. 

It would be seen from the above table that there was an opening stock balance of raw herbs 

and packing material valuing ~19.98 lakh on 151 April 2005. During 2005- 10, raw he rbs/packing 

material costing ~1.72 crore were purchased . Of this, raw herbs/packing material costing 

23 Jogindemagar, Maj ra and Paprola. 
2• Jogindemagar and Majra. 
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~1.49 crore were consumed during 2005- 10 leavi ng a closing stock of raw herbs/packing material 

costing ~23.02 lakh (~172.12 lakh (- ) ~149. 10 lakh) as on 3 18
' March 2010. It was also noticed 

that the yearly c losing stock of raw herbs and packing materia l during each year ranged between 

~1 7.62 lakh and ~44.06 lakh, whereas the yearly actual consumption of the same during each 

year ranged between ~11 .75 lakh and ~5 1 .4 1 lakh. Thus, procurement of raw he rbs and packing 

material by these two pharmacies was made without as essing the actual requirement resulting in 

unnecessary locking up of Government funds. lncharges of Jogindernagar and Majra pharmacies 

stated (May-June 20 I 0) that due to non availabi lity of some o f the ingredients, raw material cou ld 

not be utilised. 

4.1.10 Implementation of Centrally Sponsored Schemes 

During 2005-10, GO I provided funds of ~43 crore (~5. 77 crore through State Government and 

~37.23 crore through Society for development of AYUSH) for the implementation of three 

centra lly sponsored schemes namely Hospitals and Dispensaries Scheme, Development of AYUSH 

Ins titutions scheme and Drug Quali ty Control Sche me. ~30 . 19 crore ( including interest) remained 

unutilised with the said Society as of March 20 10. 

Scheme-wise position of implementation is given in the succeeding paragraphs: 

4.1 .10.1 Hospitals and Dispensaries Scheme 

With a view to make available the benefits of Ayurveda, Yoga, Unani, Sidha, Naturopathy and 

Homeopathy to the public at large and a lso to improve drug supply position in rural d ispensaries, 

GO I launched Hospitals and dispensaries scheme to encourage setting up of genera l and specia lised 

treatment centres of ISM&H in the Allopathic Hospitals . 

The objecti ves of the sche me are: 

~ to facilitate expansion of health care facilities of ISM&H and building up confidence of the 

practitioners of these systems while propagating them and establishing their strengths and 

potentials; and 

~ to provide faci lities of specialized therapies like Panchakarama, Kshar-Sutra, Homeopathy, Yoga 

& Naturopathy practices and regi menta l therapy of Unani System of medicine for utilisation as 

an adjunct or better alternative to conventional medical treatment. 

GOI provides I 00 per cent funds for implementation of this scheme in the hospitals/polyclinics 

for alteration, partition/repair etc. in the existing buildings, equipment and furniture, special 

medic ines, training of medical and paramedical staff and small contingent expenditure. During 

2005- 10, GOI provided funds of ~34.68 crore for implementat ion of the Scheme against, which 

~ 10.89 crore were spent as of March 20 10. Audit scrutiny revealed the following: 

);>. Setting up of Specialised Clinics and AYUSH Speciality Treatment Centres 

Under Hospitals and Dispensaries Schemes, GOI released (June 2008) grant-in-aid of ~l 8.90 crore 

for establishment of 70 speciali sed clinics o f ISM&H in Allopathic Community Health Centres 

(CH Cs) and Rural Hospitals (RHs) and 10 Speciality Treatment Centres in Allopathic Hospita ls. 

Funds were sanctioned for these ins titutions at the rate of ~35 lakh per Speciality Treatment Centre 

and ~22 lakh per Specialised Clinic. 
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Scrut iny of records of the Society for development of A YU SH revealed that o ut of~ 18.90 c rore, 

an amo unt o f ~77 lakh was irregularly spent on li quidation of pending liabilities of the 

Department and ~1 3.70 crore was re leased (March-August 2009) to th e 70 Rogi Ka lyan 

Samities fo r se tting up of clin ics/centres. It was noticed that establ ishment of these c linics/ 

centres was not done and the whole amount (~1 3.7 0 crore) remained unutilised with the Rogi 

Kal ya n Samiti es as of June 20 I 0 . The ba lance amount of ~4.43 c rore (exc luding interest) 

also rema ined unutili sed with the Society for deve lopment of AYUSH in the shape of fi xed 

deposits in banks as of Jun e 20 I 0 . Since the gra nt-i n-aid was to be utili sed by March 20 10, 

the department failed to implement the scheme in the State within th e specified time limit to 

provide specia lity medical services to the people. 

The Direc tor stated (June 20 I 0) that the Department had started to locate the space in the 

premises of nearby CH Cs of Hea lth Department. The reply is not acceptable since these centres 

should have been established o n priority so as to pro vide specia li sed therapies like Pa nchka rama, 

Ksharsutra, Homoepathy, Yoga and Naturopathy to the people of the State. 

~ Essential Drugs for AYUSH Dispensaries not procured 

GOI accorded (June 2009) admi nistrative approva l for expenditure of ~5.56 crore for supply 

of essential drugs to AYUS H di spensaries in the State through the Society for development 

for AYUSH at the rate of ~50000 per di spensa ry. Of this, ~4.73 crorc (85 per cent) was to be 

provided by GOI as grant-i n-aid unde r Hospi ta ls and Dispensaries Scheme and the remaini ng 

~0.83 crore ( 15 per cent) was to be borne by the State Government. 

Scrutiny of records revea led that GOI rel eased its sha re of ~4.73 crore in Jul y 2009 

(~2.89 crore) and December 2009 (~l.84 crore) to the above Society but the State Government 

did not release its share o f ~0.83 crore to thi s Soc iety as of June 2010. The who le amount 

of ~4.73 crore remained unspent with the Society in the shape of fi xed deposits in banks 

due to non-finalisation of modified Drug purchase policy by the Department. The Director 

sta ted (May 2010) that process for purchase o f medicines is under way and the Himachal 

Pradesh State C ivil Supplies Corpo rati o n Limited has been reques ted to pre pare th e tender 

documents for thi s purpose. He further s tated that the matter was being taken up with the 

State Government for prov idi ng 15 per cent State share from 2010- 11 onwards. The repl y is 

not acceptab le as the matter should have been resolved well in t ime to ensure availabi lity of 

essential drugs in the dispensaries under the Scheme. 

~ Diversion of funds for procurement of raw herbs 

During 2007-09, GOI released ~5 .56 crore (2007-08: ~2 . 73 crore; 2008-09: ~2.83 crore) for 

supply of essential drugs to dispensaries at the rate of ~25 ,000 per dispensary under Hosp itals and 

Dispensaries Scheme. Under the Scheme, essential drugs notified by the GOI were required to be 

purchased for these di spensaries. 

Scrutiny ofrecords revealed that out of funds of~5.56 crore, the Depa rtment purchased essential 

drugs of ~3.93 crore and kept ~49 lakh unuti lised in a bank accoun t as of Apri l 20 10. T he 

remaining amount of ~1.14 crore was diverted for purchase of raw herbs. These he rbs were 
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further suppl ied to the De partmental Ayurvedic Pharmacies fo r manufact uring of drugs, etc . Since 

the sche me gu ide lines d id not permit procurement or raw herbs, the diversion of~ 1. 14 crorc for 

this purpose was irregu lar and not justified. 

The Department stated (May 20 I 0) that the aim to manufacture medici nes in Government 

Ayurvedic Pharmacies had been achieved as the market cost or such drugs was higher. The reply 

is not acceptable as no documentary ev idence in support of essential drugs as spec ified by the 

GOI , actually manufactured and supplied by Pharmacie to the di spen aries was made availab le. 

Moreover, the es ential drugs no tified by the GO ! were not supp lied. 

>- Purchase of essential dru gs fro m agencies not approved by the COi 

For the purcha e o f essenti a l dru gs out o f financial a sistance provided under the Hospital s 

and Dispe nsaries Sche me, GOI issu ed (May 2007) instru ctions to the State Government 

to strea mlin e the proc urement ystem to obviate th e risk o r substandard medi c ines offered 

at lowest rate and to e nsure good qua li ty me di c ines. Accord ing ly th e GOI directed the 

State Governme nt to fo llow the rate co ntra ct fina li sed und er Ce ntral Gove rnme nt Hea lth 

Scheme (CG HS). 

Scrutiny of record revealed that during 2007-09, the Department purchased drugs costing 

~2. 10 crore from the loca l pharmacies instead o f mak ing procurement from the approved rate 

contract firms under CG I IS. Thu , purchase o r drugs made during the aforesaid period was not 

on ly in contravention of the GOI 's instructions but a lso fraught w ith risk of substandard medic ines 

offered at lower rate. Bes ides, no evide nce of testing of drug samples of med icines procured from 

loca l pharmacies was avai labl e on record. Thus, the aspect or qua lity medicines in these cases 

cou ld not be vouchsafed in audit. 

The Government stated (October 20 I 0) that smal I quantity of med icines was procured from local 

agencies and GO I order was also not very clear whether it was mandatory or only suggestive. The 

reply is not acceptab le as GO I 's instructions to streamli ne the procureme nt of essential drugs were 

already clear and the State Government was requ ired to follow the rate contract finali sed under 

CGHS. 

4.1.10.2 Scheme for De' elopment of A YUSH Institutions 

For the development of AYUSH institutions, a Centrall y Sponsored Scheme was launched by 

the GOI by the end of 91
h Five Year Plan. Under this Scheme, I 00 per cent financ ia l ass istance 

for strengthen ing and upgradation of Government/ Government aided institutions was provided. 

Defi ciencies noticed in implementation of th is Scheme were as under: 

;.;:.. Strengthening of infrastructure in Ayurvcdic Educational Institutions 

During 2005-06 and 2007- 10, GO I released fin anc ial ass istance of ~7. 14 crore for the 

construction of Girls Hostel , Ayurvedic Pharmacy Co ll ege, BSc. Nurs ing Col lege at Paprola and 

purchase of machinery and equipment, books, salary to staff, st ipend to PG c lasses, e tc. Out 

of this, exp enditure of~ 1.67 crore (salary a nd stipend: ~0.28 c rore, books, additional teac hing 

and technical staff: ~0.55 crore and stipend to PG classes: ~0 . 84 crore) was incurred by the 

Department and balance amount of ~5 .47 crore remai ned unuti lised with the Department in 
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the shape of FDRs in the bank due to non construction of Girls Hoste l, Ayurvedic Pharmacy 

co llege and BSc. N urs ing Col lege and non-purchase of machinery and equipment. This resulted 

in non-accrua l of intended benefits to the students. 

The Director, Ayurveda stated (March 20 I 0) that prior to start of the nursing course, 

affiliation a nd reco gnition aspects had to be completed for wh ich GOJ was approac hed 

( ovembcr 2009). The reply does not ex plain w hy timely action for availability of suitable 

land , manda tory approval fo r recog ni t ion of cou rse from regulatory a uthoriti es, affiliatio n to 

University cou ld not be initiated to fu lfill the above formalities before taking up the matter 

with GO I. 

);:>- Assistance for development of Sta te Model College 

To develop RGPGA C, Papro la (Kangra di strict) as State Model College, GO I released 

(December 2007) financial assistance of~ 1.35 crore for construc tion works, equipment, books 

and additiona l s ta ff. The Director Ayurveda, after retaining an amou nt of ~40 lakh, relea ed 

~95 lakh to the Principal of the co llege in December 2008 for incurring expenditure o n capital 

wo rks, equi pment and books/journa ls fo r Library. 

It was noticed that out of~95 lakh, th e Principal spent on ly ~48.66 lakh on purchase of machinery, 

equ ipment and books. The balance amount of~86.34 lakh (i ncluding amount of~40 lakh reta ined 

by the Director Ayurveda) remai ned unutiliscd in bank accounts as of May 20 I 0 . Thus, the 

objective of development of the College as State Model College still remained to be ach ieved in 

view of s izeable amount of funds ly ing unutil iscd wi th the Department. 

The Principal stated (May 20 10) that funds could not be utilised on cap ital works due to 

non-submission of estimates by the Publ ic Works Department. The reply does not explain why 

requi si te forma lities relating to preparation of estimate by Public Works Department for timely 

utilisation of available funds for development of Co llege could not be completed. 

-1.1.10.3 Drug Qualih Control Scheme 

In order to provide financial assistance to the States for strengthening their Ayurveda, Sidha, Unani 

and Homeopathy (ASU&H) drugs quality control and e nforcement mechanism, GO! introduced 

thi s Scheme towards the end o f 91
h Five Year Plan . GO! provides I 00 percent assistance for the 

fo llowing purposes: 

»- Strengthening of Enforcement mechanism for ASU&H Drugs; 

»- Strengthening of ASU&H Drug Testing Laboratories and Pharmacies subject to the State's 

filling up vacant posts and ensuring availability of trained personnel for their proper 

functioning. 

»- Assi tance to ASU&H manufacturing units to establish inhouse quality control laboratories for 

batch to batch testing of raw material and fin ished products for ensuring quality of ASU&H 

medicines; 

~ Assistance to ASU&H units to upgrade their infrastructure to acquire World Health Organ isation 

(WHO) food manufacturing practices/certification for export purposes. 
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The deficiencies noticed Ill implementat ion of the Scheme are discu sed m succeed ing 

paragraphs: 

~ Mis utilisation of funds provided for strengthening of Enforcement Mechanism for ASU&H 

Drugs 

With a view to encourage strengtheni ng of enforcement mechan ism for ASU&H drugs in the 

State, under Drug Qua lity Control Scheme, GOI contemplated to provide an annual fi nancia l 

assistance of ~ 15 lakh per year for the duration of the 11 'h Five Year Plan (2007-12). Under the 

Scheme, expenditure incurred after Is• April 2007 on the following items was to be reimbursed 

by the GOI to the State Government : 

~ Purchase of vehicle for State AYUSH Drug Controller; 

~ Expenditure on computerisation of office of A YUS H Drug Controller/Licensing Authority; 

~ Expenditure on collection of statutory/ survey samples; 

~ Expenditure on training of technical sta ff at Pharmacopoeial Laboratory for Indian Medicines 

(PLIM) as per approved cost norms. 

It was noticed that against receipt of ~29 lakh in February 2008 and April 2009 for strengthening 

of enforcement machi nery of ASU&H Drugs in the State, the Department spent ~2.66 lakh for 

procurement of a vehicle and laptop for Drug Controller and utilised (March 2009 and January 20 I 0) 

the balance amount of~26.34 lakh on procurement of unauthorised items such as new vehic les and 

computers, etc. at D irecto rate level. Thus, the very purpose of s treng then ing of drugs enforcement 

mechanism for ASU&H Drugs was not ach ieved as the State Government did not incur any 

expendi ture on the co llection of statutory/survey samples and imparting training to technical staff 

at prescribed training centres. 

The Government stated (October 2010) that the funds were provided for the aforementioned 

components of which computerisation was the main component and accordingly funds were 

utilised besides training had also been provided to some personnel. The rep ly is no t acceptable as 

on ly one vehicle was purchased for the Drug Controller and in the remai ning cases; expenditure 

was inc urred on new vehicles/computers for o ther departmental purposes. 

~ Non-strengthening of Government Ayurvedic Pharmacy at Paprola 

For s tren gthening of Governm ent Ayurved ic Pharmacy Paprola, GO J released g rant-in-aid 

of ~0.87 crore under Drug Qua lity Contro l Scheme in Jul y 2007 in favour o f Society for 

deve lopment of AYUS H institutions in llimachal Pradesh for reno vat ion/expansion of 

pharmacy building (~0.66 crore) and purchase of machinery (~0 .21 crore). As pe r condition 

la id down in th e sanction order, the pharmacy was required to submit a progress report of work 

twice a year to the GO!. Scrutiny of records revea led that req uired renovation/ expansion of 

Pharmacy building was not done a yet. Bes ides, out of ~21 lakh provided for machinery, only 

~I 9 lakh was util ised. T hus, ~68 lakh were not ut ili sed for the intended purposes and remained 

unspent as of April 20 10. Progress report of work was a lso not submitted to the GO I at the 

prescribed intervals. 
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The Director stated (April 20 I 0) that construction work would be started immediately arter 

finali sation of estimate. He, however, gave no reasons fo r non-utilisation of entire amount provided 

for purchase o f machinery. This shows that Department did not take any effective steps for utilisa tion 

of funds for strengthening of infras tructure to upgrade the standard of th is pharmacy. 

4.1.1 O..t i\laintenancc of accounts by the Society for de,clopmcnt of \' USll 

H imachal Pradesh Cooperative Societies Registration Act/Rules provide that every regis tered 

Society shall maintain proper accounts and bank accounts/Cash Book, a transparent accounting 

procedure sha ll be followed and separate ledgers to be maintained by the Society. Every Society 

sha ll also send to the Registrar its Annual Accounts i.e Income and Expenditure and Balance Sheet 

along with details of financial activities etc . duly audited by Chartered Accountants (CAs) and the 

Audit Report of the CAs thereon. 

lt was noticed that no such records were being maintained by the Society for development of 

AYUSH since its inception in July 2007 to date (June 20 I 0). on maintenance of Cash Book/ 

Annual Accounts was a serious lapse on the part of the Society. The Department stated (June 20 I 0) 

that the meeting of Governing Body of the Society had not been held as of June 20 I 0 and the 

dec ision to appoint CAs and preparation of Annual Accounts of the Society would be taken as and 

when the Govern ing Body would meet in future. The reply is not acceptable in view of mandatory 

provisions of Cooperati ve Societies Registration Act and Rules made thereunder. Further, reply 

does not explai n why meeting of Governing body of the Society could not be convened so far 

keeping in view the fact that the Society was formed three years back in July 2007. 

4.1.11 Execution of building works for health institutions 

The Department is getting construction of buildings for hospitals and dispensaries done 

through two agencies viz. Pub lic Works Department (PWD) and Himacha l Pradesh Urban 

Development Authority (1 llM UDA). The Department had deposited ~6.1 7 crore for execu ti on 

of 43 works (Ayurvedic Hospitals: Two; Dispensaries: 41) with PWD (~3.53 crore) and 

HIM UDA (~2.64 crore) respective ly. Of these, 16 works were sanc tion ed prior to 2005-06 

and 27 works durin g 2005-10. 

Scrutiny of records revealed that out of 43 works , construction of 16 works for which 

~1.36 crore were deposited with the execu ti ng agencies were not taken up as of June 20 10. 

Reasons for non-taking up of these works were non-availability of land (two cases), land 

dispute (one case), non finalisation of drawing and tenders (six cases) and inadequate funds 

(seven cases). The remaining 27 works (inc luding I 0 works sanctioned prior to 2005-06) for 

which ~4 .8 1 crore was deposited were still in progress. It was also noticed that the Department 

had not maintained any work reg ister indicating the name of work, funds placed at the 

disposal of executing agencies, sti pulated time fo r completion and upto-date status of works. 

Bes ides, the Department was also not monitoring the progress of works by obtaining physical 

progress reports and financial ac hi evements from the concerned executing agencies. Thus, 

due to non monitoring of the execution of works, necessary infrastructure facility could not 

be provided in the needy institutions. The Departme nt stated (J une 20 I 0) that non completion 

o f works ha s certainly affected hea lth care faci lities to the patients in the respective areas 

and assured that in future proper monitoring of wo rks will be done both at Directorate and 

Dis trict level. He further stated that the executing agencies wou ld be asked to furnis h upto 



Chapter-IV: Integrated Audit 

date detail s of ex penditure o n qua rte rl y bas is a longwith the s tatu s of work to keep necessary 

record at headquarter. 

4.1.12 Functioning of State Medicinal Plant Board 

The National Medicina l Plants Board ( M PB ) was set up in ovember 2000. The objective of 

establishing the Board is to establish an agency which would be respons ible fo r coo rdination of al l 

matters relating to medic inal plants including draw ing up poli c ies and s trateg ies for conservation , 

proper harvesting, cost effec ti ve c ulti vation, research and deve lopment, process ing, marketin g 

o f raw material in order to protect, sustain and develop this sec tor. The MPB prov ides financ ia l 

assis tance to State Medicina l Plants Board (S MPB ) establi shed in ovember 200 l under the 

Ayurveda Departme nt and also to the Forest Department, Universities, Herbal Gardens and 

fa rmers fo r projects under promotional, commercial and contractual farming schemes. The 

financia l assistance is provided o nly fo r th e deve lopment of 32 species of medi cina l plants 

prioritized and identified by the NM PB. Fifty percent financ ia l ass istance is released during 

o n-set of the project and rema ining 50 per cent is released on its completion. The beneficiaries 

under these schemes were required to submit the Utili sation Certificates (UCs) alongwith 

progress reports to the SMPB for submission to MPB. 

Scrutiny of records of SMPB revealed that during 2005-09, MPB sancti o ned 227 projects 

for ~ 1 3.6 0 crore (24 promotiona l schemes for ~8.06 c ro re and 203 contrac tu a l fa rm ing 

sc heme for ~5.54 cro re). Agains t this, financi al assistance of ~6.92 crore (~3.85 crore under 

promotional schemes a nd ~3.07 crore unde r co ntractua l far min g schemes) was released to 

Forest Departmen t, U ni versit ies , Herba l Ga rd ens and farme rs and the balance of ~6.68 crore 

was ye t to be released by th e NM PB. It was further noti ced th at due to no n- submiss ion of 

utili sati on certificates and prog ress reports of util isa ti o n of ~6.92 crore by the beneficiaries, 

N MPB did no t release the ba lance amoun t so fa r (Ma y 20 l 0). In the absence of any evidence 

of propagatio n of medicinal plants by the concerned beneficiari es and verifi ca tio n thereof by 

SMPB, it could not be verified in audit as to whether benefic iaries had actua ll y taken up the 

projects and utili sed the grant. The Director stated (May 2010) that normally the projects 

were sancti oned for the period of three years a nd the l " insta lment of financial assistance 

was released in the I •1 year during th e on- se t of the project. He further stated that subsequent 

insta lments were not rel eased by the funding agency due to delay in submiss ion of UCs to it. 

The reply is no t acceptable as the SMPB a nd the Department had not ascertai ned the status of 

utilisat ion of grant released by physically verifying medicinal p lan ts farm ing, if any, d one by 

the be nefi ciari es to obviate the chances of non-utili sation misuti li sation of financia l assistance 

provided by the GO I. 

4.1.12.1 Establishment of Herbal Gardens 

In o rder to cultivate, propagate and conserve the herbal wealth, four herbal gardens have been 

established at Jogindernagar (Mandi district), Neri (Hamirpur district) , Dhumreda (Shim la distri ct) 

and Jungle Jhalera (Bilaspur district) by the Ayurveda Department during 1994-2007. The main 

aims and objectives of the establishment of these herbal gardens are as under: 

)'> To raise the germaplasm of the identified genuine species of the medicinal plants of the respective 

agro-climatic zones. 
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}> To develop the Agro techniques of the medic inal plants for taking up cu ltivation to 

supplement their income. 

}> To develop the pre and post harvesting methodology for maintaining the herbal drug 

efficiency for quality control. 

~ To generate awareness on the various aspects of medicinal plants among the people of the 

State. 

}> To provide practical demonstration to the students of Ayurvedic Co llege Paprola for 

identification of the medicinal plants. 

Scrutiny of records in the Directorate revealed that out of four herbal gardens, one establi shed at 

Jungle Jhalera (Bilaspur district) was not functional due to non-availability of manpower. The 

acquired land/area of remaining three herbal gardens is 59 acres. It was noticed that only 38 acres 

of land (64 per cent) had been put under cultivation as of March 2010 though a period of more than 

one decade had elapsed since the establishment of the herbal gardens. 

Audit scrutiny further revealed that a project titled "Production and utilisation of herbs in 

collaboration with herbal gardens and pharmacies of the ISM&H Department" was sanctioned 

(December 2006) by GOI for ~24 lakh to be completed within three years. Under the said project, 

four herbal gardens in four different agro-climatic zones including nursery in three hectare area each 

were to be established . Against thi s, GOI released pt instalment of ~ l 0 lakh in December 2006. 

As per terms and condi tions of GIA, the funds were to be utilised on land development, 

vermi-compost pits, irrigation, M&E and operational expenses, etc. 

Test check of records (May 2010) revealed that SMPB released ~ 10 lakh (November 2007) to 

four herbal gardens (~2 .50 lakh each). Of this, an expenditure of ~6.54 lakh25 was incurred 

by these herbal gardens upto May 20 10 leaving ~3.46 lakh unutilized as of June 2010. The 

remaining instalments could not be claimed by the SMPB from the GOI due to non submission 

of UCs. The project had thus remained incomplete and intended benefits could not be derived 

as of June 20 10. 

4.1.13 Human Resource Management 

4.1 .13.1 Staff position and shortages 

Category-wise sanctioned strength, men in position and shortages of staff as on 3 1 March 2010 is 

depi cted in Appendix-VIII. 

It would be seen from the Appendix that there was 39 per cent shortage of teaching staff and 

33 per cent in paramedical staff in RGPGAC, Paprola. In the case of health institutions, shortage of 

Medical officers, paramedical staff and supporting staff was to the extent of 14, 49 and 40 per cent 

respectively. The shortage of teaching staff, medical staff and paramedical staff was bound to 

affect the quali ty of teaching and health care services respectively. 

The Government stated (October 20 l 0) that the sanctioned strength of manpower in the Ayurvedic 

college was on higher side as per GOI/University norms. The reply is not acceptable as no 

documentary evidence in support of it was made available to Aud it. 

21 Dhumreda (Sbimla district) ~1 .85 lakh; Jogindemagar (Mandi district) ~.01 lakb; Jungle Jhalera (Bilaspur district) ~0.79 lakh 
and Neri (Hamirpur district) ~ 1.89 lakh 
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4.1.14 Material Management 

4.1.14.1 Procurement of \kdicines/ra" herbs 

State Government decided (March 1993) to purchase and distribute medicine through Himachal 

Pradesh State Civil Supplies Corporation (H PSCSC). Quarterly demands of medicines were to 

be sent to the HPSCSC by the Director Ayurveda. The Government revised (February 2004) the 

purchase policy and created two Committees viz. State Level Purchase Committee (SLPC) under 

the chairmanship of Pr. Secretary (Ayurveda) to the Govt. of Himacha l Pradesh and Technical 

Sub-Committee under the Chairmanship of Asstt. Director of Ayurveda Department. The technical 

sub committee made recommendations with choice of all categories of Ayurvedic Drugs to the 

SLPC who approve the purchases. These committees also work out the requirement of medicines 

keeping in view the budgetary provisions, inviting of applications from local manufacturers and 

enlist them. 

Scrutiny of records revealed that against ~20 . 02 crore advanced to HPSCSC by the Director of 

Ayurveda during 2005- 10 for the purchase of medicines and raw herbs; ~7 .66 crore had not been 

adjusted as of June 20 I 0 for want of receipt of vouchers (~4.04 crore) and receipt of supplies 

(~3 .62 crore) for which orders were placed. T he Department stated (June 20 I 0) that efforts for 

adjustment of advances are being made. 

4.1.15 Internal Audit 

As per instructions issued (August 1987) by the Finance Department (FD), the services of Internal 

Audit staff should be utilised only for the purpose of conducting internal audit, checking of 

accounts, supervising the c learance of outstanding audit objec tions, physical verification of store 

and stock, etc. and their work should be supervised by the senior Departmental Officers. It was 

noticed that against two posts of Section Officers sanctioned for the above purpose, there was 

only one incumbe nt who was posted in the Directorate . Scrutiny of records further revealed that 

internal audit had not been conducted during 2007-10 though it was required to be conducted 

annua lly. The Section Officer of Internal Audit Section, posted at Directorate was carrying out the 

routine work at the Directorate and no work relating to internal audit was done. Thus, internal 

audit was completely non-existent in the Department. 

4.1.16 Monitoring and evaluation 

The Department had not evolved any system for monitoring the execution of various CSSs and 

programmes for evaluating the ir impact on the health care system in the State. 

Director Ayurveda directed (May 2003) a ll the DA Os to inspect 25 per cent of Dispensaries under 

their control during each quarter every year to ensure 100 percentage coverage of Dispensaries in 

a year. 

It was, however, noticed in fi ve26 test checked districts that the required inspections were not 

carried out by the DA Os. DAO-wise position of inspections conducted during 2005- 10 is given in 

Appendix-IX. 

The percentage shortfall in conducting inspections ranged between 66 and 74 per cent during 

2005- 10. Non conducti ng of inspections to the prescribed extent by the DA Os not only 

vio lated the instructions issued by the Director but a lso the fie ld functionaries failed to exercise 

proper check over the functioning of the dispensaries under their jurisdiction. DAO Kangra 
26 Kangra, Kinnaur, Mandi, Shimla and Sirmaur. 
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stated (Apri l 20 I 0) that this district being the biggest district, required inspections could not be 

conducted. No reasons were, however, advanced by other DAOs for not conducting inspecti ons 

to the prescribed extent. 

4.1.17 Conclusion 

);> There are 11 54 Ayurvedic health institutions including hospitals, dispensaries, health centres 

and clinics in the State but due to shortages in the cadres of AMOs (14 per cent), paramedical 

staff (49 per cent) and supporting staff (40 per cent) coupled with non-providing of adequate 

infrastructure facilities like laboratories, operation theatres, separate male/female wards in 

hospita ls, the qualiry of health care was adversely affected. 

~ Essential facilities like water and electriciry were lacking in 189 Dispensaries. 

);> Indoor patient health care services were also not satisfactory as bed occupancy during 2005- 10 

remained low ranging between 36 and 40 per cent due to non-availability of staff, laboratories 

and operation theatre facilities . Besides, outdoor patient treatment in eight out of 25 hospitals 

also showed declining trend as number of patients treated (l ,31, 186) in 2005-06 came down to 

(97,016) in 2009-10. 

~ Implementation of centrally sponsored schemes was tardy as substantial funds remained unspent 

in fi xed deposits in the shape of FD Rs. 

> The Department failed to develop A YUSH institutions as Central assistance provided to start 

courses in B. Pharmacy, B.Sc. nursing and Girls hostel was not utilised due to lacunae such as 

affi liation to University and recognition of institutions from regulatory authorities. 

);> The State has only one Postgraduate Ayurvedic College and has shortage of teaching and 
paramedical staff. This was bound to affect the quali ty of teaching. 

);> The goal of establishment of A YUSH institutions and mainstreaming them with Allopathic 

institutions under NRHM providing treatment under both systems of medicines also remained 
to be achieved. 

);> District Ayurvedic Officers failed to conduct 100 per cent inspection of Dispensaries every 

year to exercise check on their smooth functioning. Shortfall in conducting inspection during 
2005-10 was 66 to 74 per cent. 

4.1.18 Recommendations 

The following recommendations are made for the consideration of the Government: 

• Since the Departmental expenditure exceeded the budget allocation every year during 2005-10, 
it should be ensured that preparation of budget estimates is done on realistic basis and after 

assessment of needs of health institutions. 

• For implementation of Centrally Sponsored Schemes viz. Hospitals and dispensaries, drug 

Quality control and development of AYUSH institutions, huge amount remained unspent with 

the Department. The State Government should therefore take effective steps to ensure optimum 

utilisation of funds provided for implementation of centrally sponsored schemes for development 
of A YUSH institutions in a time bound manner . 
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Year 

2005-06 

2006-07 

2007-08 

2008-09 

2009-1 0 

Total 

APPENDIX-I 

(Refer paragraph 1.1.8.1; page 8) 

Statement showing the funds provided to selected divisions for upgradation 

and maintenance of SHs and MDRs 

~ in crore) 

Budget aUotment Expenditure Variation 

(+) Excess/(-) avings 

Improvement/ Maintenance Improvement/ Maintenance Improvement/ Maintenance 
upgradation of upgradation upgradation 

Hs/MORs 

13.45 I 6.53 13.16 6.66 (-) 0.29 I (+) 0. 13 

12.22 5.99 12.81 6.11 (+) 0.59 (+) 0.12 

27.87 4.50 28.67 4.5 1 (+) 0.80 (+) 0.01 

30.82 7.33 31.43 
~ 

7.34 (+) 0.61 (+) 0.01 

47.07 11 .02 45.87 11.05 (-) 1.20 (+) 0.03 

131.43 35.37 131.94 35.67 (+) 0.51 (+)~ 
Source: Departmental figures 
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AeeENDIX-11 

(Re fe r paragraph 1.2.8. l ; page 25) 

Statement showing the details of funds released to test-checked districts dur ing 2005-10 
~ in crore) 

Name of Year Opening Funds received from Total funds Funds Unutilised 

district Balance GOI tate Government r eleased utilised Funds 

2005-06 0 3.38 0 3.38 0.54 2.84 
( 16) 

2006-07 2.84 33.45 4.79 38.24 23.52 17.56 
(57) 

2007-08 17.56 28.21 6.03 34.24 28.20 23.60 

Chamba 
(54) 

2008-09 23.60 44.10 3.88 47.98 44 .41 27.17 
(62) 

2009-10 27.17 66.23 11.86 78.09 90.06 15.20 
(86) 

J Total 71.17 175.37 26.56 201.93 186.73 86.37 
(68) 

2008-09 0 19.57 3.80 23.37 16.63 6.74 
(71) 

Hamirpur 
2009- 10 6.74 18.37 1.99 20.36 26.38 0.72 

(97) 

Total 6.74 37.94 5.79 43.73 43.01 7.46 
(85) 

2007-08 0 52.14 6.0 1 58. 15 43.20 14.95 
(74) 

2008-09 14.95 103.63 7.98 111.61 99.26 27.30 

Kangra 
1 2009-1 0 

(78) 

27.30 99.23 15. 15 11 4.38 126.20 15.48 
(89) 

Total 42.25 255.00 29.14 284.14 268.66 57.73 
(82) 

2008-09 0 20.14 2.44 22.58 11 .27 11.3 1 
(50) 

Kullu 
2009-10 11 .31 13.30 1.3 1 14.61 25.38 0.54 

(98) 

Total 11 .31 33.44 3.75 37.19 36.65 11.85 
(76) 

2005-06 0 5.35 0 5.35 0 5.35 

- (0) 

2006-07 5.35 8.71 1.86 10.57 8.56 7.36 
(54) 

Sirmaur 
2007-08 7.36 5.86 1.32 7.18 10.14 4.40 

(70) 

2008-09 4.40 22.09 2.20 24.29 25.63 3.06 
(89) 

2009-10 3.06 28.70 3.73 32.43 33.05 2.44 
(93) 

Total 
20.17 70.71 9.11 79.82 77.38 22.61 

(77) 

Grand Total 151.64 572.46 74.35 646.81 612.43 
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AP.P.ENDIX-111 

(Refer paragraph 4.1.7.4; page 76) 

Statement showing the details of establishment and other administrative cost 

Year 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

Total 

Total Revenue expenditure 

66.47 

8 1.95 

77.69 

87.43 

108.21 

421.75 

Source: Departmental figures/ Demand for grants 

Note: Figures in parenthesis indicate percentage of expenditure 

Expenditure on salary, 

wages and other 

administrative expenses 

53.68(81) 

67.77 (83) 

68.29 (88) 

77.00 (88) 

97.12 (90) 

363.86 (86) 

~in crore) 

Expenditure 

on programme 

implementation 

12.79 ( 19) 

14.18 (1 7) 

09.40(12) 

10.43 ( 12) 

11.09 ( 10) 

57.89 (14) 
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APPENDIX-IV 

( Refer paragraph 4 . 1.8.1 (ii) ; p age 77) 

Statement showing district-wise detaiJs of Ayurvedic Health Institutions as of March 20 I 0 
~in crorc) 

L •moortho Population as 

District per 200 I censu 

Bilaspur 3,40,885 

Chamba 4,60,887 

~m;~., 4,12,700 

ngra 13,39,030 

nna•.1r 78,334 

Kullu 3,81,571 --Lahaul & Spiti 33,224 

Mandi 9,01,344 

Shim la 7,22,502 

Sinnour 4,58,593 

Solan 5,00,557 
........ 

Una 4,48,273 
~ 

Total 60,77,900 

Dispensarie 

Required 

68 

92 

83 

268 

16 

76 

07 

180 

144 

92 

100 

90 

1216 

s 

Actual 

65 (96) 

102 ( 111) 

70 (84) 

227 (85) 

27 ( 169) 

63 (83) 

2 1 (300) 

163 (91) 
--

145 ( IOI ) 

78 (85) 

75 (75) 

69 (77) 

1105 (91 ) 

Source: Data from Economic & Statistic Department and Ayurveda Department 
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I lospital (10/20 bedded) 

Required 

17 

23 

21 

67 

04 

19 

02 

45 

36 

23 

25 

22 

304 

---t-

I 
-+-

Actua l 

2 (12) 

2 (9) 

3 ( 14) 

6 (9) 

I (25) 

2 (I I) 

I (50) 

2 (4) 

3 (8) 

1(4) 

2 (8) 

2 (9) 

27 (9) 

j 
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APPENDIX-V 

(Refer paragraph 4.1.9.1; page 77) 

Sta tement showing hospital-wise details of O utdoor Patient Department (OPD)/ 

Indoor Patient Department (IPD) patient during 2005-10 

ameof 
district 

ame of 
Hospital 

~ RAH, Shimla 

Shimla AH, Rohru 

A H, Rampur 

RAH, Paprola 

DAH, D/sala 

AH, Dchra 

Bedding 
capacity 

50 

2005-06 2006-07 

OPD 

26738 

IPD OPD 

539~ 301 15 

1728 13759 

286 l 20309 

IPD 

6614 

1669 

272 

2007-08 2008-09 

OPD IPD OPD IPD OPD lPD 

3361~ 
81106 

70471 l 

8360 32808 

1907 13762 

490 19573 

78 16 30727 7844 
.L._ 

1177 16560 1585 

101 ii;;o8 r-;; 
150 46323 17776 45761 17013 44124 17922 56434 22087 68168 24335 

~ 33367 3762 33279 2527 25496 2408 23350 1410 21757 2201 

10 11559 2287 10288 2608 9619 1863 14512 3309 19870 3734 --- 457 1 5185 45 15 5136 _ I 3938 Kangra H A, 10 
Hardarkona 

AH, Harsar 9867 9346 

A H, Sulyali 10 5675 4946 

DAH, Una 10 24367 2938 26856 

Una NCU, Ocl I 0 7452 458 7004 

AH, !spur I 0 33303 2789 31778 

Sinnaur DA H, Nahan 20 25045 3024 31294 

9247 7842 

5602 8181 

3284 28510 3153 29166 

I 004 ~ 587 6302 

2811 30619 3248 35898 

7285 34894 7523 37986 

- ~:j 
- ~922 

2937 3097 1 5300 

269E~6 
4874 ~41 

6743 132750 

4307 

6633 

AH, Solan 20 
Solan 

AH, alagarh 
f---

DAH, Bi laspur 
Bilaspur 

1 
r= AH, Kandraur 

Chamba 

Mandi 

Kullu 

DAH, Chamba 

AH, Bharmaur 

DAH, Mandi 

I
CAH, 
Jogindcmagar 

AH, Kullu 

I AH, Katrain 

DAH, 
Hamirpur 

Hamirpur AH, Kadiar 

AH, Manvi 

Kinnaur DAH, Rcckong 
Peo 

10 18103 2740 14910 

10 18372 8010 18996 

I 0~4-5-13-2-686 29824 

10 19510 4403 15380 

10 5508 48 6733 

10 3620 4320 

10 12789 1481 12291 

20 

10 23770 23 15 54135 

2543 15924 

6487 18206 

3598 33970 

4425 15845 

52 6809 

2745 I 18356 

6904 14628 

3338 31424 

4587 14332 

64 8861 

3532 ~07 ~j 
6197 12981 5220 

2384 128650 I 3152 

5142 14557 4380 

70 9982 84 

32 5010 1015 9025 1576 8599 1700 

1278 11556 939 13018 1170 16160 1034 

2270 54 ;;;i 2427 48075 2107 46336 150 

20 26825 2730 26925 2126 3631 4 2355 20693 2898 29897 2938 

10 4744 4346 4253 4117 3181 

20 9405 1851 12741 1937 16396 2120 13880 2232 10705 2464 

10 6581 527 7157 1320 7274 1046 665 1 785 8704 1167 
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APPENDIX-VI 

(Refer paragraph 4.1.9.1; page 78) 

tatcment showing car-wise position of bed-occupancy in eight tc t-checked ho pita ls 
(In numbers) 

2005-06 2006--07 2007--08 2008-09 2009-10 

Yearly Indoor Yearly Indoor Yearly Indoor Yearly Indoor Yearly Indoor 

availability patienl~ availa biHty patients uailabllity patienu a\ailabillty pa lients . , ailabilil) pal ients 

of beds 1rea1ed of beds tr eated of beds trealed of beds t reated of beds created 

RAH.Chhota 18250 5396(30) 18250 6614(36) 18250 8360(46) 18250 7816(43) 18250 7844(43) 

Shimla (50 

bedded) 

SDAMO, 3650 1728(47) 3650 1669(46) 3650 1907(52) 3650 1177(32) 3650 1585(43) 

Rohru (10 

bedded) 

DAH. 7300 3762(52) 7300 2527(35) 7300 2408(33) 7300 14 10(19) 7300 2201(30) 

Dharamsala 

(20 bedded) 

RAii, Paprola 36500 17776(49) 36500 17013(47) 36500 17922(49) 54750 22087(40) 54750 24335(44) 

(100/1501 

'"'"I 
bedded) 

SDAMO, 365o' 286(8) 3650 272(7) 3650 490(13) 3650 107(3) 3650 

Rampur {IO 

bedded) ._ ----' 
DAH, Mand1 3650 Nil 3650 Nil 3650 46(1) 3650 1295(35) 3650 1700(47) 

(10 bedded) 

SDAMO, 3650 1479(41) 3650 1278(35) 3650 834(23) 3650 1170(32) 3650 1034(28) 

Jogindemagar 

(10 bedded) 

DAii, 3650 527{ 14) 3650 1320(36) 3650 1046(29) 3650 785(22) 3650 I 167{32)l 

Reckong Peo 

~ded) 

Tola! 80300 30954(39) 80300 30693(38) 80300 33013(4 1) 98550 35847(36) 98550 40032(41 ) 

Source: Departmental figures 

Note: Figures in parenthesis show percentage 

Upgraded Lo 150 beded hospital since 2008-09 . 
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APPENDIX-VII 

(Refer pa ragra ph 4.1.9.3; page 80) 

Statement showing the details of production capacity, target fi xed and 

achievement thercagainst during 2005- IO 

I JOGINDER NACAR PllARMACY 

Year Production Target fixed Target achieved hortfall Percentage Reasons for 
capacity of 

Number of Quantity 
Quantity shortfall 

Pharmacy 
Number Quantity medicines (in kgs) 

(In Kgs) 

(in Kgs) 
of (In Kgs) 

Medicines 

2005-06 30000 66 38103 40 10905 27198 7 1 Shortage of technical 

2006-01 l_2oooo 65 I 38300 38 l 16969 2 133 1 5~ staff, non-posting of 

Manager/ Assistant 
2007-08 30000 54 44200 25 9457 34743 79 Manager and 

--+-

2008-09 L.2_0000 56 47900 24 16649 3 125 1 I 6:_] non-availability of 

some in gradients of 
2009-10 30000 46 3590 1 37 27561 8340 23 raw herbs. -Total 150000 287 204404 164 8154 1 122863 60 

II MAJRA PHARMACY 

Year Production Target fixed Target achieved Shortfall Percentage Reasons for 

capacity of Quantity shortfall 

Pharmacy (Io Ltrs and 

(in Kgs) Kg) 

Number of Quantity Number Quantity (In 

medicines (In Ltrs of Ltrs and Kgs) 

and Kgs) medicines 
__, 

2005-06 23808 ltr 2 1 23808 ltr JO I I 303 ltr 12505 ltr 53 Shortage of technical 

9100 Kg 22 9 100 Kg 13 4343 Kg 4757 Kg 52 staff, non-posting of 

2006-07 32416 ltr 21 324161tr 16 19762 ltr 12654 ltr 39 
Manager/ Assistant 

9250 Kg 24 9250 Kg 2 1 4609 Kg 4641 Kg 50 
Manager and 

non-availability of 

2007-08 392 16 1tr 20 39216 1tr 13 15569 ltr 23647 ltr 60 some in gradients of 

7325 Kg 19 7325 Kg 17 4265 Kg 3060 Kg 42 raw herbs. 

2008-09 33976 ltr 33 33976ltr 27 2 10001tr 12976 ltr 38 

17325 Kg 24 17325 Kg 18 14486 Kg 2839 Kg 16 

2009-10 1 3 13 16 ltr 17 3 1316 ltr 17 19380 ltr 11936 )tr 38 

15900 Kg 13 15900 Kg 9 2600 Kg 13300 Kg 84 

Total 160732 ltr 112 160732 ltr 83 87014 ltr 73718 ltr 46 

58900 Kg 102 58900 Kg 78 30303 Kg 28597 Kg 49 

99 .. 



Audit Report- Civil (Report No. 2) for the year ended 31 March 2010 

APPENDIX-VIII 

(Refer paragraph 4.1.13.1; page 88) 

Category-wise details of manpower sanctioned, in-position and shortages as on 31 11 March 2010 

I Teaching ta ff (Including College Ho pita I) 

r. o. Category Sanctioned strength Persons in po ition 

I Principal 

2 Professor 

3 Reader 

4 Sr. Lecturer 

5 Lecturer 
1---6- r-"Physiotherapist 

~ Anesthetist 

t 

8 Radiologist 

2 

Total 

Para Medical Staff 

Nursing staff 

Total 

Teaching staff 

II 7 

21 13 

17 10 

16 12 

0 

0 

0 
69 42 

Non-teaching staff 

37 24 

14 10 

51 34 

II Staff for Health Institutions 

Sr. 
No. 

Category Sanctioned strength 

Med ical Officer s 

[ District Ayurveda Offic_er_--J~----12 

2 Medical Superintendent. 2 

Managers Pharmacy 3 ---
Ayurveda Medical Officer 1148 

Homeo. Medical Officer 14 
---~-...._ ___ __ 

~ Un'"'i Modica! Office< 
7 Amchi Medical Officer 

' Total I 

I 1 Ayurveda Pharmacist I 
2 Homeo. Compounder 

3 J Staff Nurse I 
4 ANM 

Total I --

I I Dais/Midwife I 
2 Class-IV . 

' Total I 
ote : Figures in parenthesis shows percentage 

Source : Departmental figures 

.. 100 

3 

4 

1186 

Para medical staff 

1171 

14 

54 

190 

1429 

Sup porting staff 

894 

1083 
1977 

Persons in position 

9 

2 

0 

994 

II 

2 

I 

1019 

536 

13 

32 

154 

735 

520 

669 
1189 

hortage 

4 

8 

7 

4 

I 

I 

I 

27 (39) 

13 

4 

17 (33) 

Shortage 

3 

ii 

3 

154 

3 

3 -
I 167 (14) -

635 

I _J 
22 

---; 

36 
694 (49) 

374 

414 
I 788 (40) I 
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APPENDIX-IX 

(Refer paragra ph 4. 1.16; page 89) 

Statement showing the details of inspections conducted by DAOs during 2005-10 

Sr. Name of unit Total No. No. of inspections conducted during 

No of Disp-

eosaries 

2005-06 -r-2006-07 2007-08 2008-09 2009-10 

Reqd. Actual Reqd. Actual Reqd. Actual Reqd. Actual Reqd. Actual 

IDAO, 227 227 127 227 128 227 47 227 82 227 74 
Kangra at 

Dharamsala 

2 DAO, K.innaur 27 27 27 27 27 

3J DAO, Mandi 163 163 163 163 %' 163 jQ 163 58 

4 DAO, Sbimla 145 145 21 145 46 145 45 145 76 145 34 

5 DAO, Sirmaur 78 78 21 ~ 22 78 28 78 24 78 46 
1.-----l ___. 

Total 640 640 169 (26) 640 196(31) 640 166 (26) 640 222 (35) 640 212 (33) 

Source: Figures supplied by the DAOs of respective districts. Figures in parenthesis indicate percentage 
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APPENDIX-X 

Glossary of abbreviations 

~breviations 
ANES 

I AAP 

AMO 

ANM 

AYUSH 

BDO 

BG -----CA 

CA ....___ 

~CA 

@ E-cum-PD 

CGHS 

r-aic 
Cl 

~o 
css ----DAO 

DC 

I DOA 

ODO 

I DER 

DH 

DI 

Ex p a nded form 

Ad m inistrative Approval/Expenditure Sanction 

An n ual Action Plan 

A yurv edic Medical Officer 

Aw x iliary ursing Midwife 

Ayu rveda, Yoga, Unani, Sidha and Homeopathy 

Bio c k Development Officer 

Ban k Guarantee 

Co n trolled Atmosphere 

Ch ered Accountant art 

Cul ivable Command Area 
--

C hi e f Engineer 

Chi e f Engineer cum Project Director 

Cen tral Government Health Scheme 

Cor n munity Health Centre 

Cas Iron 

Chi e f Medical Officer 

Cen trally Sponsored Scheme 

Dis tn ct Agriculture Officer 

De 

De 

p 

p 

uty Commissioner 

uty Director of Agriculture 

Ora w ing and Disbursing officer 

De ta iled Engineering Report 

Dire ctor of Horticulture 

Due tile iron 

~Cs Distn 

~DTPPRC Distn 

ct Programme Co-ordinators 

'ct Planning Development an~enty Point Programme Review Committee 

DPPs ---r Distn ct Perspective Plans 

De ta iled Project Report ------t---
D is tn 'ct Quality Monitor 

D1stn ------- ct Rural Development Agency 

DSR Distn ct Schedule of Rates 

DTL Drug ------- Testing Laboratory 

EE Executive Engineer 

E-in-C Engmeer-in-chief 

FD Finance Department _____ .....__ 

FDR Fixed Deposit Receipt ___ __..,__ _ ________________________ __, 

FIS Flow Irrigation Scheme 
--~----<-~ ---

GE C Government Engineering College 
----~-~~~-~------------1 

GHB Gramin Himachal Bhandar 



GI 

GIA 

Galvanised Iron 

Grant inAid 

Appendices 

r-------~--1--
GPs 

HlM FED 

HIMUDA 

llP 

HPRIDC 

HPSCB 

HPSCSC 

HPSEB 

llSLDC 

I As 

JP 

IPH 

JR/DA 

IRC 

ISM&ll 

JCR 
~-

JNNURM 

LDs 

G ram Panchayats 

tale Co-operalive Markcling Consumers· Federalion Limited Himachal Pradesh S 

Himachal Pradesh U rban Development Department 

Horse Power 

oads and other lnfrastructure Development Corporation Himacbal Pradesh R 

Himachal Pradesh S 

Himachal Pradesh S 

Himacbal Pradesh S 

late Co-operalive Bank 

tale Civil Supplies Corporation 

talc Electricily Board 

trial Development Corporation 

cies 

yat 

Haryana Stale Indus 

lmplemenling Agen 

Intennediate Pancha 

c Health 

ess Allowance 

SS 

edicines and Homeopathy 

ational Urban Renewal Mission 

Irrigation and Publi 

Interim Relief/Deam 

Indian Road Congre 

Indian Systems of M 

Job Card Register 

Jawaharlal Nehru N 

Liquidated damages 

---

-----t---
LPS 

MA 

MD 

MOR 

MLD 

MNREGA 

Litres per Second 

Mobilisation Advance 

Managing Director 

Major Districl Road -
Million Litres per day 

Mahatma Gandhi National Rural Employment Guarantee Act ------- ---------------1 
MRs Muster Rolls ---
MS Medical Superintendent 

MSS Mixed Seal Surfacing 
---

NA BARD National Bank of Agricultural and Rural Development 
--~--~~---~--~--1 

NCDC ational Co-operative Development Corporation 

NCH Nature Cure Hospital 

NGO Non-Governmental Organisation 
~~~---~--~-------------

NMPB National Medicinal Plants Board 

[Noc No Objection Certificate 

I NRHM National Rural Health Mission 

I NTPC National Thermal Power Corporation 

NZ I North Zone 

I OPD Outdoor Patient Department 

PAC Publ ic Accounts Comminee I 
I PC Pre-mix Carpeting 
! 

PCDO Progeny cum Demonstration Orchards 

I PCR Project Completion Report 
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Chapter-IV: Integrated Audit 

• Since Hospitals and Dispensaries had acute shortage of manpower and lack of infrastructure 

facilities, Department/Government shou ld take effecti ve steps to bridge these gaps for providing 

quality health care services in the State. 

• The Internal Audit mechanism had remained non ex i tent in the Department. The Department/ 

Government should ensure deployment of adequate sta ff for Internal Audit in order to exercise 

effective financial control and monitoring of implementation of programmes/ schemes. 

• Monitoring by the District Ayurvedic Officers was deficient as they fa iled to conduct 100 per cent 

inspections of Dispensaries every year to exercise check on smooth functioning of dispensaries. 

Fresh instructions need to be issued to make them accountable for smooth functioning of 

dispen aries. 

T hese findings were referred to the Government in August 20 IO; their reply had not been rece ived 
(August 20 I 0). 

Shim la 

The 

New Delhi 

The ll 1 ZD\1 

Co untersigned 

(Rita Mitra) 

Principal Accountant General (Audit) 

Himachal Pradesh 

(Vinod Rai) 

Comptroll er and Aud itor General of India 




