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Report No. 2 of 2007 

OVERVIEW 

Th.is Audit Report contains observations emerging out of the transaction audit in the 

Civil Ministries including the Department of Posts, Department of 

Telecommunications, Scientific Departments and their field offices. The audit 

observations on the accounts of the Union Government (excluding Railways) are 

incorporated in Report No. 1 of 2007. 

Ministry of Agriculture 

Unfruitful expenditure 

Due to lack of effective system of documentation and follow up of the research 

findings in National Institute of Research on Jute and Allied Fibre Technology, 

Kolkata, the technology on development of yam and a machine developed after 

incurring an expenditure of Rs. 21.08 lakh remained unpatented and was not 

commercialised even after more than five years of development. 

Ministry of Communication and Information Technology 

Non-deduction of Income Tax at source 

Paragraph No. I. I 

Non-observation of the statutory provisions of Finance Act by the Postmasters under 

Andhra Pradesh, Chhattisgarh, Delhi, Kerala, Madhya Pradesh, Orissa and Rajasthan 

Postal Circles Jed to non-deduction of income tax at source amounting to Rs. 9.21 

crore on payments of interest under the Senior Citizens Savings Scheme. 

Paragraph No.2.2 

Short realisation of postage charges 

Senior Superintendent of Post Offices, City Division, Ahmedabad under the Gujarat 

Postal Circle and Chief Postmaster General , Maharashtra Postal Circle authorised 

concessional tariffs to ineligible publications resulting in short realisation of postage 

charges of Rs. 3.23 crore. 

Paragraph No.2.3 

Irregular payment of interest on Kisan Vikas Patras 

Issue of Kisan Vikas Patras worth Rs. 1.05 crore by the Postmaster, Gulbarga Head 

Post Office under Karnataka Circle in contravention of rules resulted in irregular 

payment of interest of Rs. 1.05 crore. 

Paragraph No.2.4 
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Report No. 2 of 2007 

Overpayment of pensionary benefits 

Controllers of Communication Accounts, Chennai and Hyderabad circles irregularly 

al lowed weightage in the qualifying service to Bharat Sanchar Nigam Limited 

officials who had retired voluntarily and this resulted in overpayment of pensionary 

benefits of Rs. 1.01 crore. 

Department of Information Technology 

Non-transfer of technology 

Paragraph No.2.8 

An expenditure of Rs. 60 lakh including Government grant of Rs. 25 lak.h incurred 

on the development of a technology for Ferrite Radio Frequency Absorber Tiles did 

not yield the desired benefits as the technology was not transferred for commercial 

exploitation. 

Paragraph No.2.11 

Ministry of Company Affairs 

Retention of public funds outside government accounts 

Failure of the Official Liquidators of Delhi, Kolkata, Mumbai, Bangalore, Allahabad 

and Jaipur to credit to the government account fees realised from the liquidated 

companies, resulted in keeping Rs. 6.13 crore of government money outside 

government account for 1 month to 5 years and consequential loss of interest of 

Rs. 66.53 lakh at the average borrowing rate of the Union Government. 

Ministry of Culture 

National Museum 

Lack of control leading to overpayment 

Paragraph No.3.1 

National Museum failed to enter into specific agreements with the Fine Art Handling 

Agent (FAHA) for transporting art objects to the places of exhibition and back. Bills 

raised by FAHA were a lso not properly verified resulting in overpayment of 

Rs. 50.48 lakh to FAHA which the Museum attributed to collusion between its 

officials and the Handling Agent. 

Paragraph No.4.1 
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Injudicious action leading to wasteful expenditure 

Injudicious action of the National Museum (NM) in placing, without the approval of 

the Ministry, a work order for fabrication of wooden boxes for an exhibition 

proposed to be held in Brazil in March 2005 even before signing of the 

Memorandum of Understanding and in transporting art objects in June 2003 from the 

Assam State Museum for display in the proposed Assam GaUery of the NM which 

was ultimately not set up, resulted in wasteful expenditure of Rs. 33.45 lakh. 

Paragraph No.4.2 

Ministry of External Affairs 

Non-adherence to norms for purchase, hiring, repair and maintenance of 
buildings and residential accommodation 

Disregard of the existing instructions and norms by the Ministry/Missions for 

purchase, hiring, repair and maintenance of properties abroad resulted in irregular 

expenditure of Rs. 6.85 crore. 

Paragraph 7.1 

Unauthorised expenditure on engagement of contingency paid staff 

The Missions and Posts abroad continued to employ taff paid from contingencies 

and local staff in disregard of the rules and instructions of the Ministry governing the 

employment of locaJly recruited staff resulting in unauthorised expenditure of 

Rs. 4.67 crore. 

Paragraph 7.2 

Unauthorised expenditure on purchase of stationery 

Violation of the limits placed on delegated powers by 17 Missions resulted m 

unauthorised expenditure of Rs. J .57 crore on purchase of stationery. 

Paragraph 7.3 

Unrealised VAT refunds 

Inadequate monitoring and pursuance of claims for VAT refunds in five Missions/ 

Posts led to Rs. 0.97 crore remaining unrealised. 

Paragraph 7.6 
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Deficient internal control mechanism 

ln two cases noticed in Audit, the Ministry released excess assistance of Rs. 6.57 

crore to the Royal Government of Bhutan for a power project, and made double 

remittance of Rs. 90.98 crore to the Indian Mission at Thimpu. These instances 

indicated deficient internal controls in the Ministry. 

Paragraph 7.8 

Ministry of Finance 

Department of Economic Affairs 

Premature release of funds resulting in their non-utilisation 

The Ministry released Rs. 100 crore to National Bank for Agriculture and Rural 

Development (NABARD) in March 2003 urder the scheme "revitalisation of co­

operative credit structure" in anticipation of the passage of Banking Regulation 

(Amendment) Bill in the Parliament. The scheme could not take off since the Bill 

was not passed, which led to the funds remaining unutilised for three years resulting 

in loss of interest of Rs. 25.30 crore. 

Ministry of Health and Family Welfare 

Department of Health 

Deficient internal control resulting in wasteful expenditure 

Paragraph 8.2 

Failure of the Ministry to monitor the procurement of mosquito nets by the Hospital 

Services Consultancy Corporation (India) Limited under the Malaria Eradication 

Programme resulted in purchase of sub-standard nets. Consequently, expenditure of 

Rs. 2.54 crore incurred on this account so far has been wasteful. Additionally, 

Rs. 1.83 crore has remained blocked with HSCC for five years resulting in loss of 

interest of Rs. 89.69 lakh computed at the borrowing rate of the Union Government. 

Further, expenditure of Rs. 51.68 lakh has been incurred upto November 2005 and 

recurring monthly expenditure of Rs. 0.89 lakh continues on payment of rent of the 

godown where the sub-standard nets are stored. No action was taken against the 

officials responsible for procurement of substandard mosquito nets. 

Paragraph 9.1 
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Ministry of Home Affairs 

lndo Tibetan Border Police 

Irregular attachment of Indo Tibetan Border Police Personnel 

Report No. 2 of J.007 

The Director General, lndo-Tibetan Border Police irregularly attached a large 

number of officials withdrawn from various field formations/units and deployed 

them in the Directorate in excess of the sanctioned strength and in disregard of 

instructions of the Ministry of Home Affairs in this respect. The expenditure on pay 

and allowances of the attached staff over and above the sanctioned strength for the 

period 2003-2004 to 2004-2005 alone was Rs. 5. 19 crore. 

Border Security Force 

Irregular attachment of vehicles 

Paragraph 10. 1 

The Director General, Border Security Force (BSF), in violation of scales laid down 

by the Ministry of Home Affairs, withdrew 158 vehicles from various field 

formations/units and deployed them at the BSF Headquarters in addition to its 100 

authori ed vehicles. The expenditure of Rs. 1.76 crore on petrol, oil and lubricants 

(POL) and repair and maintenance of these attached vehicles for the period 2004 to 

2006 was thus irregular. The action also affected operational effectiveness of the 

field units. 

Ministry of Human Resource Development 

Department of Elementary Education and Literacy 

Paragraph 10.2 

Inadequate monitoring leading to idling of funds/non-recovery of unspent grant 

Failure of the Ministry in monitoring utilisation of grants released to the Government 

of Maharashtra for establishing/upgrading District Institutes of Education Training 

resulted in idling of Rs. 4.84 crore for nine years. Further, it also fai led to recover 

unspent grant of Rs. 20.41 lakh being retained by the Zilla Saksharta Sarniti, 

Karimganj, Assam for periods ranging from two to four years. 

Paragraph 11.1 

Excess release of grant 

Inadequate scrutiny by the Ministry resulted in excess release of grant of Rs. 0.62 

crore to the Government of Karnataka under ' lmprovement in Science Education in 

Schools' scheme. Moreover, an amount of Rs. 2.0 1 crore remained to be recovered 
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towards unutilised portion of grant. On being pointed out in audit the Ministry 

recovered Rs. 0.91 crore and Rs. 1.72 crore was yet to be recovered. 

Paragraph 11.2 

Lack of monitoring leading to idling of funds 

Failure of the Ministry to monitor and recover unspent grant of Rs. 3.94 crore under 

' Improvement in Science Education in Schools' released to Government of Gujarat 

resulted in its idling for about four years. 

Ministry of Mines and Minerals 

Non-recovery of outstanding dues 

Paragraph 11.3 

Geological Survey of India, Nagpur failed to evolve a mechanism to recover 

outstanding dues from client department re ulting in loss of revenue of Rs. 75 74 

lakh and consequential loss of interest of Rs 24.81 lakh. 

Ministry of Science and Technology 

Council of Scientific & Industrial Research 

Non- recovery of Service Tax 

Paragraph 12.2 

National Institute of Oceanography, Goa failed to recover Service Tax from the 

clients in respect of the sponsored projects which resulted in loss of Rs. 82.70 lakh as 

it had to make the payment to the tax authorities from its own funds. 

Ministry of Shipping, Road Transport and Highways 

Revenue loss due to delay in levy of toll fee 

Paragraph 13.1 

The Ministry' s failure to specify the time limit withm which the notifications for 

levy of toll fees should be issued after the completion of national highways sections 

and bridges resulted in delay in issue of notification causing revenue loss of 

Rs. 85.90 crore. 

Paragraph No.14. I 

Undue benefit of Rs. 1.00 crore to Hindustan Shipyards Ltd (HSL) 

The Ministry released subsidy based on the foreign exchange rates prevailing on the 

due dates of stage payment indicated in the agreement instead of calculating the 

same at the rate prevailing on the date of actual payment, in contravention of its own 
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guidelines. The US$/ Rupees foreign exchange rates on the dates of actual payments 

were generally lower than the rates on the due dates, which resulted in undue benefit 

of Rs. 1.00 crore to HSL. 

Paragraph No. 14.2 

Ministry of Tourism 

Excess release of grants-in-aid 

The Mjnistry sanctioned Rs. 5 crore under the scheme of Development of Tourist 

Centres where Central Financial Assistance (CFA) could have been only upto Rs. 2 

crore and released Rs. 2.39 crore in excess to the Government of Andhra Pradesh, 

which was neither recovered nor adjusted. 

Paragraph No.15. I 

Injudicious Release of Funds 

Injurucious release of funds by the Ministry of Tourism without ascertaining the 

avajlability of land for the project "Yamuna River Front- Development of Great 

Green Tourist complex, Delhi" resulted in wasteful expenditure of Rs. 3 1.3 1 lakh. 

Paragraph No.15.2 

Ministry of Urban Development 

Extra liability due to non-recovery of Sales Tax on materials issued to 
contractors 

Non-recovery of Sales Tax on departmental materials issued to contractors by three 

Divisions in Kerala State for execution of works resulted in extra liability of Rs 3.29 

crore to the department. 

Paragraph No.16.2 
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. Due fo-· B.ack. ~f.1effective ·system for -afocwnentation- and follow. up af' tllne · · 
. .. . . . _._ . . I· .. · . . . . . ·-

'research, findings-· in' Natfo:mlll' 1Th§tit111te ·of-' Re.search· mn · Jude and Allied 
Fibre---TeclinolOgy 9;·Kolkata9: t~e: tecbnofogy, arid:: machl.ne ·devefoped: foll" 

· manufacture0 ofnmtme ·yam i at;teir.:mcmring'.ml!i expenditure· of ·ru .. 21~®~ 
,Jald!J.,ireniained.;unpatented., and:was- not'.c0111111u~rci~edDevemafter1mmore 
. . . . , . , .•... ·. . . I • . ·- ·.·. .•. _· . 

than; five.years of·develOpmenti · 
. . . I 

National·:. fustitute· of Research[ on: Jute. and' Allied:. Fi~re Technology 

(NilUAFI),.: Ko!kata, a· unit of! Kndian1 Council' of AgiricuUu'raFReseardli 
(ICAR) _·undertook a-. project: titled: "Devefopment of jute based ratine. -yam, a 

fancy. yam, .for- making.· heavier. ~pe of upholstery and: furnishing. fabrics" in 

April J996 ataicost:of:Rs.· 10.86f 1a14i for· a.period·offom years~ The project 

-was . successfully.- completed: in· ~arch: 2000 1 after_ developing: the.·ratine •yarn. 
Orv the. recommendations· of tlie • Research Advisory Committee (RAC), I . . 
NIRJAFr undertook another project: titled "Development of 10-spindle. Jute 

. I . . 

based' ratine· yam; machlne'' m0 April 2000 for a period of one year. The 

objective of the second'pmject-w~ to design, develop :and fabricate a machlne 

for:manufactwingjute·basecbrati~e yam ·in, large scale· and ·also commercialise 

it Thie. pmject ·was: decfared'coippiete'in S~ptember 2001 after, developing a 

10-:spindllb machine Wiili an ex'.pendimre of Rs: 10.22 fakh; As per the 

- comple~on' re~ort of the project,I the standardisation of pr~cess variab~es for 
. preparation of Jute based fancy. yam on the developed machine was requrred to . - . . I . . . . . . 
be taken up. lfu the meantime, Nl!RJAFf inJainuary 2002 imtiated the process 

for fl.ling·. of patent•on -the techlno~ogy.developed .and undertook. the work of its 

. standardisation. ' i 
' i 

Audit examination. disdosed. that the patenting· and standardization• had: not 
. I 
bee~ done even as of October 2006.. The: process of patenting and 

standardization did: not progress I aft~r November 2002 after the death· of the 
I . 

concerned project investigator. The -attempts of NilUAFf towards patenting 
. I . 

and 'standardisation of the technology dleyeloped Jor commercialisation did not 

succeed:as it. failed 'to trace· the -d~cuments maintained ·by the ·deceased project 

investigator; Thus~ thetechnolob.developed ata cost of: Rs. 2L08·fakh could 
I 

not :be :patented:and'commercialised; 
. ! 

Tiris lapse _indicates absence ~f an effective mstimtional mechanism for 

documentation and follow-up ol the research projects in: NIR.J~. These 

1 



Research papers. and. documents are the intellec.rual properties of the fustimte 
and should be avaHable fo~· c~nsultation a~d r~view -~ filld \Vhen required by . 
the scientists workIDgunder KCAR/momtoring agency. 

KCAR accepted (Se~tember 2006) that ilie patenting proces~ was hritiated by 
1 the deceased projectinvestigator hut furtlll?r co:rresporn;lence in.tills regard was . -- . ·. . ·:· ·,.· ,, ;, . . -_ 

. not traceable. · KCAR further stated that an effective system exists at the 
•, .,· -···: . :. - .. . . . ., . -.- - .. · . ·.' . . 

institute for follow-: up of the rese.arcb. fin.dings through techmiofogy tran.sfer · 

division. Reply . of KCAR 'is ltl()t : ~e~a~l~ as . the t~hnofogy dev.~ioped •. fu 
September 2001 was not followed! up·for.patentinRandl comm:ercialisation as 

of 2006 simply because the project investigator passed away., 

Thus due to·defective system of documentation.and foUow-up of the research 

fmdings,. tb.e tedmology and the machlnes developed for manufacturing ratlne 

'· yarn at the totall cost of R~. 21.0S .fal91 on the project re~ainedunpatented and .. 

could not be commerCJi.aHsedl even after five years. 

2 
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.. 
~t>t@•~i~l.si$ . 

'' . : '' .• ·, ' . -· ... ·' .. 1 ·.·: 

~.-~~ 
The: ba-sit ::fijnctions · ·ar, the Dep~me9t "of' Posts '(Doi>) include collecticm., 

, proces~mg,''traiisini~sion';~d"'d~iiter;, .of mail,' 'shle ·of s~ps ·and· postal · 
. . ·. ~ . ·'., . ;, .. ·. , . . .· .. _ .. -. ·. ·: .- :--~ .. -.. ·I: : 

.stationery, 'booking.of~-registereCil ·insured and value payable artfoles, money'· . 
. ; .• ·.·.,._ ••• i ••• • , I . . . . . 

ordei~;:p;~els etc:.:·.· . I , . . . . 

. pop_ also discharges certain agenGy functions on behalf of other ministries and · 

. departments, n~ely Postal SaviJgs B~, Qther small savings schemes, Postall ' 
. . .·... . . . . 'j. . . . . . . . . ·. .·. . .· 

· Life Insu.rance, Public. Provident IFun.d Scheme; National Savings Certificate, . 

. . · collection of customs ducy on. ¥c1es sent ··by pos(from abroad, b~oking, . 
. · transinlssio~: and delivery of teldgrams, disbursement of pension to. military 

,and railway pensioners, disburs~ment of family pension to fanillies of c~al 
mine employees and industries bovered by the. Employees Provident Fund . . . . . . i . . .. ·. . 

··Scheme~ . 

The management of the depai:tffi~nt vests.with the Postal Services Board. The 

· ·Board, .headed. by a Chairperson, ilha~ thre_e. Memb-~rs hoicling .th~ portfolios of . 
. Operations, · Infrastructure and. Fmanc1al Services and .·Personnel. The 

Chairperson is also th~ Secretary fo the Government of India iri DoP. The 

Board directs and superVises the.~anagement ofp~stal senifces throughout the 
•• ,. .· . I. . . . 

country with· the assistance of ~eputy Directors General in the Directorate 

. General of Posts. A Business Ddve~~pmenf Directorate (BDD) ~as set u.up in 

· DoP ·in 1996 to ensure focused/ management of _~alue added. services · viz., . 

Speed Post, Speed Post Passport :Service, Bqsiness Post, Express Parcel Post, 
. . - . I . • . . • . . 

Media Post, Meghdoot Post c~d,I Greeting Post, Data Post, E-Bill Post and· E-
Post. · · ! · · · 

I 

I 
The .department has 22 Postal <Circles which are· divided' into 37 Regional 

·offices, controlling 441 P~stal [ Divisions and . 69 Railway Maii'Service 
. I • 

Divisions. There is also a. Base jcircle to cater to the postal conµnunication 
. I . . . . . , . . 

· needs of the Armed Forces. Th~ staff· strength of the depaitment as ·on. 31 . . . l 
I 
I 
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March 2006 was 5;20Jakh wi~ 2.34 lakh departmental employees and 2.86 

1akh extra departmental employees. · 

The projected. traffic for unregistered· mail· was· calculated by the. department 

on the· basis of assessed· tr~c for the last two ~ears: The assessed· traffic was 

based on the· revenue earned; According to in.formation furnished:. by the 

Department,. the volµme of traffic projected: and. assessed during the years 

· 2003-2006. in respect of traditional· services such as sale of postcards, letter 
cards (inland); money orders, insurance etc. Is in the table below: 

(A) Unregisteiredmail· 

(Numbers in lakh) 

SI. j 
][1tem 

2003-04) 200~-2005 2005~2006 

No.: · Projected· . Asses8ed* . Projected . Assessed*:. Projected A~ed* 

li Postcards 255Lll : 2706.81 2989.32 2451.07 2574;96 199L54 

2i Printed Post cards . 468.49 816,08 901.26, 830.°'f 871.99 .. 879.19 

3l Letter cards 3274.69 .• 2809.93 . 3103,20 2610.35 .2742.31 2333.79 
I <Inland) 

4J Newspapers . 

I 

Single . 592.50 . 811.83 896.56 860.86 904.37 968.68 ' 
Bundle 359.16. 82.84 91.49· 150.82. 158.44 162.81 

5i Parcels 534.10 409.92 452.70 408.75 429.41 397.08 

6J, Letters 4869.23 3720.97· 4109.33 7678.81 8066.95 7100.01 

1.: Book packets 669.17 747.50 825.52 753.82 791.92' 875.17 

8! Printed books 253.85 175.76 194;10 353.02 370.86 469.27 

9} Other periodicals 260.41 .·199.95 220.82 269'27 . 232;33 372.37 

I~ Acknowledgement 311.48 . 637.45 703.98 741:07 778.53 716.83 

* Based on revenllle collection· 

(B) Registered mail and others· 

' (Numbers in lakh) 
SB. 

No.I lftem 2003•2004: 2004-2005 .. 2005-2006 

111 Money Orders 
1165.01 1136.55 1100.45 1222.91 1197.13 1229.31 ': <MOs) 

12 Insurance 97.12 95.59 105.57 90.86 95.45 86.65 
13' Value payable · 

189.87 100.43 110.91 93.72 98.46 80.44 I letters and parcels I 

141
, Registered letters 

2233.00 1923:61 212438 1900.84 . 1996.92 1844.32 I and parcels 

4 
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I 
I 

~1~£J::;;~ev~!!l!li£~u~tiiii!!i:~ll!~!fenpeJ[iR~R4ililJ:~ 
. I 

f~~ft:l:'R~Y:initit!:~~IWili~~ I 

The four major revenue eailiring groups of services viz., sale of stamps, 
commission on MOs/IPOs, Jostage in cash and other receipts generated a 

revenue of Rs. 5023.49 crore 1

1

during the year 2005-06 after adjusting the loss 
of Rs. 43.97 crore from.other postal administration and registered an increase 

of 13.3 per cent over the prerious year. Source-wise share of postal revenue 
for the year 2004-05 and 200~-06 is shown in the table below: 

I (R ) ' upees in crore 

I Percentage 
Name of the Service I 2004-05 2005-06 increase/ decrease 

i over previons year 

Sale of stamps i 798.66 758.56. -5.0 

Postage in cash ! 1297.11 1469.99 13.3 I 

Commission on MOs/IPOs I 
I 

2216.84 2696.38 21.6 

Other receipts I 124.75 142.53 14.3 
' from Net receipts other postal -5.51 -43.97 698 

administrations 
I 

! 

Gross Revenue ! 4431.85 5023.49 13.35 I 

I 
(B) Revenue expenditure! . · . 

The revenue expenditure during 2005-06was Rs. 6429.15 crore which showed 
an increase of 7.8 per cent o~er the preceding year. The revenue expenditure 
on pay and allowances, convbyance of mails, printing of stamps, post cards 
and stationary during 2004-051 and 2005-06 is shown in the table .below: 

- . Rf venue expenditure . 

I (R ) upees in crore 

i 
Category 

(a) Pay and allowances, contingenties, 
interim relief, etc. I 

(b) Pensionary charges i 
I 

(c) Stamps, post cards etc. I 
( d) Stationery and forms printing ek 

(e) Conveyance of mails (paymentk to 
railways and air mail carriers) f 

(t) Other expenditure 

Total. 
I 
I 

I 

I 
I 

l 
I 

• 

2004-05 

4390.40 

1208.03 

21.35 

33.88 

123.64 

187.24 

5964.54 

5 

Percentage 

2005-06 increase/ 
decrease over 
previous year 

4712.71 7.3 

1351.02 11.8 

16.43 . -23.0 

33.96 0.2 

126.31 2.2 

188.72 0.8 

6429.15 7.8 
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The net revenue budgetary support of Rs . 1209 .88 crore was worked out by 

deducting receipts of Rs. 5023.49 crore and recoveries of Rs. 195.78 crore 

from the gross revenue expenditure of Rs. 6429.15 crore in 2005-06.The 

deficit was mcinly due to decrease in revenue receipt under sale of stamps and 

increa e in expenditure under the head pay and allowances and pensionary 

charges. The Department' s net overall loss of Rs. 1209 .88 crore on postal 

services during 2005-2006 was lower by Rs. 171 .96 crore ( 12.44 per cent) as· 

compared to the net loss suffered during 2004-2005. The comparative position 

of the net losses incurred by the Department on various postal services 

including Speed Post during the period 2001-2006 was as under: 

Net losses on postal services 
1600 l 

1364 40 
1375.22 1381 84 

1411. 51 
1400 · 

/ :?(}() 

~ /000 g 
:: 800 

€ 61)(} 

4 ()() 

:!()(} 
:!()()/-2()()2 2002-03 2003-M 2004·05 2()(15-116 

Year 

The net loss on po:,tal services decreased by 12.44 per cent as compared to 
2004-05 and by 14.28 per cent as compared to 200 l-02. 

2.2 Non-deduction of Income Tax at source 

Non-observance of the statutory provisions of Finance Act by the 
Postmasters under Andhra Pradesh, Chhattisgarh, Delhi, Kerala, 
Madhya Pradesh, Orissa and Rajasthan Postal Circles led to non­
deduction of income tax at source to the tune of Rs. 9.21 crore on 
payments of interest under the Senior Citizens Savings Scheme. 

Senior Citizens Saving Scheme Rules, 2004 came into effect from August 

2004 with the introduction of Senior Citizens Saving Scheme (SCSS). These 

rules tipulated that an individual who had attained the age of 60 years or more 

on the date of opening the account or who had attained the age of 55 years or 

more but less than 60 years and who had retired under a voluntary retirement 

scheme cou ld open account under SCSS within three months from the date of 

his/her retirement. The deposits made under these rules carried interest at the 

rate of 9 per cent per annum from the date of deposit payable quarterly. It 

further envisaged that the applicant, while applying for the scheme, had to 

furnish his/her Permanent Account Number or a self declaration to the effect 
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that his/her income. from alt s<}urces ,including interest income from the 

account to be opened vide,this,application did not.exceed the·ex~mption limit. 

Section 194 A of the_. ltlcome T~ Act; 1962 specified that. tax deduction at 
. • I 

source · (TDS) was. recoverable from the. income by way of interest, if the 

interestexceeds,Rs. 5,000 in.a finkncialyear; Further (DoP)issued instruction 

to allfielrl;'offices.()anua.cy, 2004)[that TDS and'surcharge sliould be .deducted 

as. per. the.· provi~ions: of the; Fma11ce. Act. without waiting. for separate . 
instructions from. the Director~te_. [ . . . • . . · · . 

I 
Ministry of Finance reiterated;th~se·provisions in March 2006 and Jone 2006 

and stated that the ·facility of rw!nishing Form: 15'"H under Income Tax Act, 
. I 

1962 was available only to persbns aged'65 years or above and resident in 

Iildia, whereas dedaration in Forln 15:.G could' be furnished by· a depositor of 
less than 65 years" of age with [the additional' condition that the aggregate 

amount of· interest credited/ paid or likely to be· credited/· paid during· ·the 

financial year was not more tiian the maxiinum amount1 which was not 

chargeable to tax~ Ministry· of Filiance again in June 2006 clarified· that IDS 
. . . . I .· . . 

would be applicable from the very first day the SCSS was made operational. 
. . I 

Audit scrutiny of the records· tjr' the Post Offices under Andhra Piadesh, 

Chhattisgarh, Delhi, Kerala, M~dhya; Pradesh, Orissa and· Rajasthan Postall. 
. . I . 

Circles duringJune to October 2006 disclosed that TDSat.the prescribed rates 
. . I . . . . . 

had not been deducted: from th~ mterest payments made under the SCSS 
I ·. 

during the years 2004-05, 2005-
1

06 and 2006-07 from those depositors who 

had not furnished Form 15-H !or 15-G and in whose cases the interest 

exceeded Rs. 5000 in a financihl year. This ·resulted in non-de<Iuction of 

income tax and educational cess ~tsource·ariiounting to Rs.· 9;21 crorein these. . . . . I • . . . . . 
post offices as detail shown in thltable below:_ 

I ·(Ruoees in crore 

SI No Name of the qircle TDS recov-erable 

1 Andhra Pradesh 
I 

I L91 

2 Chhattisgarh I 0.25 ~ 

3. Delhi i 3.31 

4 Kenlia I 1.83 ' ' 
5 Madhya Pradesh 

I 
0.54 I 

6 Orissa I 0.32 

7 Rajasthan I 1.05 
I 

')rotal 9.21 

. . . I . 
I Rs ODe lakh in ·case Of male and Rs. J .35 lakh in Case Of female tax payers 

. i 

I 

7 
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' 
On being pointed .· out in aucHt, the postmasters ·under .. A.ndhra. Pradesh, . 

. Chhattisgarh, Delhi,~ Kerala:, Madhya Pradesh,· Orissa: and· Rajasthan Postal 

.Circles replied, ·tliat in<;Qme tax: aIJ.d educational cess were not deducted du~ to 
. . 

,. delay in re.ceipt of .instructions regarding .TDS and further action ·would be · 
'· taken after verification of the case's .. The Deputy Director General (Financial . 

Sezyices); (DoP) stated (October 2006) that there was no rp.ention o~ inc9me. 

tax befutig d~d~cted ~~ ~o~ce on~~yment of inten~stt~· the -~v~~to~s ~h~n the· 

scheme was i~miched, and wh~n the :Ministry of:Financ~ c1arifi.ed .in)une 

2006 that TDS wo~ld be applicable from the very first· day ~f the introduction . . . . . . 

. · · of SCSS; there was no ·mention ab~ut collecting TDS wi~ the retrospective 

I effect~ 

The reply is ·not tenable as inst:rllctlons were already issue~ by DoP in January . 

2004 to. all .field offices that TDS and surcharge should ·be deducted as p~r the' .· 

provisions of the Finance Act· without 'waiting for any separate· instructions· 

from the Directorate. · ... 

To sum up, Post offices failed to cornplf with the statutory provisfons of the 

Finance Act and allowed interest to the depositors without deducting income 

tax and educational cess ofRs. 9.21 crore at-source.· · 
. . . 

The ·ma,tter. was. referred to the Ministry in· Augu~t 2006; their reply. was . 

awaited as of December 2006. 

i~]ltliti~~Ji8m~Wlffi:~ll2af!?lt§ . 
. Senio~· Superfutei1idel!lt off Post Offices, Clty .Division, Ahmedabad ·under 
the Gujarat Postal Circle and Chief Postmaster Gellleral, Maharashtra 
Postal! cirde authorised. concessional tariffs to ineliiibie· ·publications,. 
II'esulting in short ·JI"ealisation of postage charges of Rs. 3.23 cirore~ · · 

·1 The Indian Post.Office (IPO) Act, 1898 stipulated thata publication should be · 

·deemed. a newspaper· subject to the condition that it had· a bona fide lis.t of 

subscribers. It was further -stipulated· in IPO Rules, 1933 that the newspaper . 
11

• sought to be registered. should have at least 50. bona fide subscribers, who had . . . 

: ·paid their subscriptions~ All such registered newspapers would be entitled. to 

i transmission at concessional tanffs during the,currency of their registration. If 

any newspaper failed fo comply ~ith any of the above specified conditions, it 

should be.transniitted at the higher rates and u~derthe conditions applicable to . 

book packets containing periodicals. DoP issued· a clarification in October 

1 
2002 that unpriced periodicals would be classified as book. packets and 

. i .transmitted at the rates prescribed for 'Book, pattern and sample packets' with -

8 



I 
effect from 1 June 2002. 'Ptf se . proyisions were reiterated by DoP :i.n. 

December 2002. i __ . 

. .· . . -. i . . . • .• . . . 
Audit scrutiJ.ly of the records . of the Se~ior Superintendent of Post Offices 
(SSPO),° CitY Division, Ahmeda~ad under the Gujarat Postal Circle and Chief 

Postmaster Ge~erai~ Mahaiashtr~ Cifde in December 2005 and January 2006 

respectively ·revealed that· 65 lriew~papers in. the Postal. City Divisfon, . 
Ahmedabad and 27 newspapers

1 

in the Mumbai region did riot satisfy the• 

. condition' of havmg bona fide subscribers. These newspapers, circulated free 
• . . . I . . . 

of c(>st to subscribers, w~re registered and transmitted at concessional tariffs 

· instead of at the rates applicable f o book ~ackets containing ~eriodicals (prior· 

to . 1 JuJie . 2002) and at. the rate
1

s prescnbed for 'B_ook, patt~m and sample 
packets' with effect from 1 June 2002. This resulted in short realization of. 

• I . , . 
postage charges of Rs. 3.23 crore/ in-respect of these newspapers for the period 

January 2002 to September 2005:[ . . . . 

. I .. 
On. this being pointed out in audit, SSPO; Ciry D!'vision, Ahmedabad, whi.le 
confrmiing the facts and fi~es·, replied (June 2006) t!lat out ~f 65 

. .. . . .1 . . . . .. 

·publications; the postal registration: of 35 publications had been cancelled on 7 

September 2005, while.that· of tht remailling 30 publications w~s continued_.as 

. they had· ftxed their_.prices ahdl fulfilled the ·condition relating to bonafide 
subscribers. As regards recovery; SSPO stated that the instruction~ issued by 
DoP in D~ember 2002 had be~n held in abeyance vfde ·further instructions · 
issued in June 2003. The Chief Pbstmaster General, Maharashtra Postal Circle 
replied (June 2006)that nothing ~pecific ~egarding the cost of newspaper had · 

. . I . . . . . . . 
been mentioned in Section 9 of ilie IPO Act or Rule 30 of !PO Rules 1933. . . . . I . . 

. . The. reply. was :not. tena~le ~s lithe ~tatutQry provisions. for registration . of. . 
newspapers were already m existence m the IPO Act, 1898 and the IPO Rules, 
1933. Tue )nstructio~s issued I by · JOoP in De~ember. 2002 ~ere kept 

· . temporarily in abeyance vide lett~r of June 2003 for seeking clarification from 
. the Ministry of law. DoP ~er o~t~ning the clarlficatlon. from the Ministry of · 
. . . . ·. . i : . . : . 
Law had· clarified. (December· 2003) that a boriafide subscriber was one who 
pfild the face value printed o~ thd newspaper and any publication indicatin~ n~ 
price and sent free to the publib could not avail of the "privilege under. the 
Indian Post Office Act and Rul~s. Despite the above clarification issued by . 
DoP in December 2003, the post I offices· continued to grant concessional tan.ff 
to ineligible publications-till Sept~mbet·2005. · . 

I 
I 

The matter-was referred to the Ministry in June 2006; their reply-was awaited 
I . . . • . 

as of December 2006. · 1 . · · · · • • · 
' . 

' i 9 
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2.4 Irregular yment of interest on Kisan Vikas Patras 

Issue of K.isan Vikas Patras worth Rs. 1.05 crore by the Postmaster, 
Gulbarga Head Post Office under Karnataka Circle in contravention of 
rules resulted in irregular payment of interest of Rs. 1.05 crore. 

Rules1 stipulate that on or after I April 1995, Kisan Vikas Patras (KVPs) 

could be purchased by an individual or by a trust registered under any law for 
the time being in force. Unregistered trusts are not authorized to invest in 
KVPs. These Rules envisage that the provisions of Post Office Savings 

Certificate Rules, 1960 shall apply in relation to any matter for which no 
provision has been made in the KVP Rules and post offices shall ensure that 
any KVP purchased in contravention of these rules is encashed by the bolder 

as soon as the fact is discovered and no interest shall be paid on any such 
holding. 

Audit scrutiny of the records of the Postmaster, Gulbarga Head Post Office 
under the Karnataka Postal Circle in November 2004 disclosed that the 

Postmaster issued KVPs worth Rs. 1.05 crore in the names of unregistered 
trusts, viz. the Vyasya Bank, the Bank of Maharashtra and the State Bank of 
Mysore during 1995-1996 and 19~6-1997 in contravention of rules. 
Subsequently, these KVPs were discharged during 2001-02 and 2002-03 by 
making payments of Rs. 2.10 crore, inclusive of interest. This resulted in 
irregular payment of interest of Rs. 1.05 crore as detailed below: 

(Runees in crore) 

Name of the investor Amount invested Irregular interest paid 

Vysya Banlc 0.50 0.50 

Banlc of Maharashtra 0.45 0.45 

State Bank of Mysore 0.10 0.10 

Total 1.05 

On this being pointed out in audit, the Deputy Director General (Financial 
Service), Department of Posts replied (August 2006) that as these trusts 
belonged to scheduled banks, they could not be equated with any other trust 
formed by private persons for whom registration under any law might be 
warranted to ensure the genuineness of the purpose of the trusts. 

The reply is not tenable as KVPs could be·purchased only by individuals and 
registered trusts under the provisions of KVP Rules. 

' Post Office Kisan Vikas Patras Rules, 1988 
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I 

The· abo~e pointed 1towards ffruhll~e':of· the·posFoffice to scrupl.lllously, examine 

the applfoation. ·of niles ·.to :ens¥·e tlllat ·:KVPs ·were issued .to oril.y digiblie . 

investors. I 

I 
The matter1was.£eferrecl to.the Miriistry·in July 2006; their reply was awaited 

as of December 2006. · I · 

w~•!r!lr~.l~rPifDiftij'lli~T~ · 
I 

Failure;of one :Head :Post::Om~e wllll«ller the Karnatak;n ·Pos.tal Cill'de9 Jhre 
Head iPost <Offices~ 'one ;Genell"aJl Post >()ffice •ondell.' the Rajasthan :JP@saall 
•Ci~Cle, (t\vo \Head !P~st :OfficesJ :.1iftnd ;tw@ ·:Gener~ 'Post Offices :mi.de~ tllne 
Onssa :Postal Circle :fo -:eruime ;the :;prescnbed :mone~cy llimiit @ff 
·SUbsctjption :in ar.esped •of 'iln~ <lhblic ,;ProVident ;JF11lnd. '(PPF) .Scheme 
'll."esillted:in'irregillar;p~ymentdNnte1reshilfiR~. 73.ill:l Bakh.· ·· · 

'Departmental :niles :provide .tll:iat an individual may subscribe. to ·the ,ppp 

Scheme on: his/her. o~n, behallf oJ on: behalf of a minor/minors of whom he/she 

.··is . a ·guardian subject . to . the· conkution . that . the . deposits ·in ·all accounts: taken 

t6gether should 'lllot exceed ·Rk.160,000 (Rs. 70,000 with effect .from 15 
. I . 

November 2002)-during. a year. Contributions .in excess of the; 1iniitshouM · lbe 

treated as irregular. subscriptlorl .and should ,be .. refunded to the subscriber 

without any .interest. Dedaratiorls to the ,effect.that• he/she is not maintaining 
. I . . . . .. . 

. any other:PPEAccount.and that he/she agrees to abide: by the provisions of the 

>PPF ·Scheme, 1968 and · amendJnents issued ·,thereto from . time to tiffie are 
. . I . . 

:required :to be obtained froin the subscriber along with ·his/her application 
1· . . ' ..• 

•form auhe time of opening the account · 
. I . . I . 

Audit sc~~y of the records df .th~ ;Seni~r Postmaster, Mysore Head Post 

Office ,under the Kamataka :Pos~ :cirde ·in. Janmey ,2006 revealed that HPO 

had allowed-one subscriber to op1en'three PPF accounts,. one on: ms' own behalf 

·.and!' two {On ~behalf' of• ms 'mIDO~ <daiJ.ghters, 'without· obtaining 'the ·necessary. 

dedarations at the time .·of opehin,g of the 'accounts. :He had also accepted 

Rs. 21.20'13.kh.as d~po~its in exdess· of the.prescribed limit at the end of Aprili 

2005, .. which:resultciHn •excess payment of ~terest of Rs. 29;80 lakh. Kt was 

further· observed' that excess amJunts ·were deposited: in an the three accounts 

on the ,same day on 14 occasionJ,, but the Senior Postmaster failled to detect the 

excess· deposits. Ultimate~y,.thesb accounts were transferred:to the State Bank 

of India, Mysore during·Septemder/October 2005. · 
• . I 

I 
I . 

Similarly,. audit scrutil1y of the rtcords of one General Post Office. (GPO) and 

five HPOs under the Ra~asthan ·~os~ Circle ~ April 2006 and t~vo GPOs and 
. two HPOs.~nderthe·Ornssa Posr Clrcles dunng July- August 2006 revealled 

! 

I 
I 

I 

I 

u 
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. . 

I . thiaf 'ffiey'-'hitd adcepted''aep'O'sits·: m excess of the pemrlssibfo limits in· 140 

a~coun.ts and credited an amount.of Rs. 43.31 lakh during the period 1997-98 . . 
I . . 
1

• to 2005.:06 irregularly as interest. 

DoP had issued orders in. May 2004 for early. detection of such cases and itlso 

instructed that ·stringent action shouldl be taken against. erring postal officials 

who failed t9 detect such irregwarities. fu spite of this, these post offices failed . . : 

i to detect excess deposits an.d allowed interest thereon. to the rune of Rs. 73 .11 
' . . 

·,.liakh. 

· i .. On ·thls being p~fut~d ·out in audit, the Chl~f Postmaster General,. Kafnataka 

. • Cirde accepted the facts. and figures mid stated (June 2006) that the ·case wa:s 

. \ bemg pursued for re~overy of the ·affiourit'ofe~cess inter~st. The l>ostniasters 

· umder the Rajasili.an Postal Circle replied! that 'the excess -mterest paid woUld be . 
. .. i recdv~red·whlfo .the· Postinisters under 'ili.e Orissa Cirde replied that the. action 

· · " wbiHd be . taken to recover/regularise such cases. ·!he recovery particufars 

· ; weire, however, awaited as of October 2006. 

, The matter was referred to the ·Miiristry in June .2006; their reply was awaited. 
! as ofDec~mber 2006. . .. . 

1 

~~~1~MYJn:~1i~'i1tffi~!1~r~iii~1~ 
Post Offices m Ke:rala, Maharashtra and Utta:r Pradesh failed to ensure 

. tllle prescribed. llillODetaey ceiling m the accounts . Opened Under the 
Mo:nthlly' Income Scheme. This rieslllllted in i:rregular pmyme111t of interest . 
and commission amoumtmg to Rs •. 29.S? lakh. 

!.Departmental rules provided that an inclivjdual .deposifor might ~pen ·more 
- ' . . ·. . -

than one account under the Monthly Income Scheme (MIS) subject to the 

· . I co~clition that deposits in all accounts taken together· should not ex~eed 
. ' Rs. 2.04 lakb. (Rs. 3. lakh from i Feb~ary 2000) i~ a single account and 

; Rs. 4.08 Jakb. (Rs. 6 Iakh from 1 February 2000) in a joint" accou.nt. · 

·:Rules further provided that at the time of investment in an·MIS Account, the 

! depositor should give a declaration to the-effect that bisther deposits in aii.'the 

: accounts taken tog~ther did not exce~d the prescribed limit .. Iii the case of 

.· 

1 

excess_ deposits made beyond the prescribed lirrrit, the Head Postmaster should 

: refund the excess irregular deposits without interest to the depositor. .The 

: interest paid, if any, on the excess deposits should be deducted and 
I .. , . .. ,, .. . . . .: . 
'1 commission paid to ilie agents on· the excess inyestme~ts · shmlld be recovered. 

;·However, 'in January 2002, the Ministry of Finance.·deCided .to refund to the 

I depositors the excess deposits all.on~. with interest at the Post Office S~vings 

12 
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Bank rate; from· fue date Qf 'deposif'tillthe ·end. of the fuorith. preceding the 

.· m:onth ill' which the subscriber· w~s to withdraw the excess deposit from the 

· MIS account. The Department df Posts communicated . this decision to all . I 

circles _in April 2002. i 
·. i . ~ - . - I -. -

Mention was made in paragraphs 1.12 and 3.5 of the reports of the 
. . . I . . 

Comptroller and Auditor General of India, Union Government, Transaction. 

. Audit Obs~n;aticms.fb'f'the yek-~~ded 31 March 2003 and 31 March 2005 · 

. respectively, of instances of meJiar payment of interest' o~ ac~ounts open~d 
• \ • _ _ ... ' _r ~ .-~ t:.i ' , .• _ . - . •. . . · • l. . · · ·.; ·~ . -... _ . -'- . . ·· · -. ; .- · 
. Jrivarious post offices· i.mcier MIS in contravention of the rules. . · . 

. , . -. ... _, . •. ,,•.-::, .... .-,.... . I._. . . , 

. . , .. ··. . . I . . . . . . . . . 
The Ministry, ilf their ActiOii' 'li'aken Note submitted ·in December 2004, 

.,:··": .:<.'. :; ·.·_.-.•·•<.:··· ... : .. · !->· .. •c.;, .. · ... , . . 

admitted that the postal s.~f failed to foUow the rules of the scheme and stated 
th~t. all. Heads of ciie:i~s had beeh directed in September 2004 to ensure that 

. I .. 

the officers entrusted with inspection duties of post offices were also assigned 
. . I . . . 

the work of initiating checks on tccounts opened in the posf offices, besides 

ensuring. that the rules regarding ~n post office accounts were available_ in the 

·office to avoid recurrence of such jrfegularities in future. 
· ... · __ : ,·. • .. ·_.: ... ·.-·.·.,. ·\-. .'..• .. :-· . : . . . . . . : . 

Audit scrutiny of th~, records : in tJie Kera}a, . Maharashtra and Uttar ~adesh 

.. ~()Still circles ".onductaj during A~ri1:~004 toJun~ 2006 revealed tliat 14 J:Iead 

.. r,J>ost , Offices (El}>,()~): .~~de~. the ~erala Postal Circle, one HPO ~d two ~ub 
. Post Offices (SPOs) under the Maharashtra Postal Circle and four HPOs and . . . . . . . I . . . . 

~ee SPOs under the pttar Prades~ Circle paid interest on MIS deposits made 

beyond the prescribed limit, at MIS rates instead of at Savings Bank rates, 

besides ·paying commission. This I resulted in irregular payment· of Rs. 29 .59 
I 

lakh. I 

I . 
· ,Qµ tbJ.~ .JJ~ing pointed ou~ by Auqit, the Postm~t~fi Kalyan. CiD' .HPO under 

· t:Q.e Maharashtra· Circle;: while acdepting the audit contention, replied· that. an 
. .. . • , . ' . · 1 . .. . . . . - . . . . .. 

. amount of Rs. 1.68 lakh had been ,recovered and the remaining amount would ....... , ·. . . . . .. . . I . . '. . ._ . . . 
. : be verified and recovered, whereas the postmasters under the Kerala and Uttar ,. , ·. - . . . . .. I . . . .... . . . . 
. Pradesh .circles replied that the intfrest and commission paid in excess would 

be verified and recovered. These instances -cleax:_ly indicated that DoP had not 

be~~ able. ·to. stop the irregular pJactices _and the m~chanis:m _for.monitoring 
co~pliance ~f theµ- rirder~ remain~d weak~ . . . : . . . . . . . . ' .. 

. . · . .. . •.· . ·. ·1 , .. 

i 
The -matter was referred to the :Ministry in August 2006; their reply was 

awaited as of December 2006. I 

I 13 
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·~~itt!~«f~ill~~i(~l[~G~ 

~~~~i~~mtu~!I 

fu 1948, fucfia;hadl·ollily O;l :million telephone connections with a telephone 

density of about 0.02 per hundred population. Since then, the number of 

telephone connectio.ns' has risen:to 142.09 ·million with· a telephone density of 

12._74telephones:per hundred population by 3l•Marcb.-2006. 

~1ti'£~~trii!l».n~an!B'.1~mm 

The Teliecom-Commiss:i.on,·.set up in ~pril :1989, has the administrative and 

financial,powers-of the Gov.emment·.of JnP-iaAtO.i.deal with the.various,aspects 

of telecommunications. The Telec;om :commission and .the :Department-of 

Telecomnmnications; (DoT) 'are ;re~ponsiblecfonpolicy ;formulation, I review. of 

performance, ·licensing, ·wireless ·spectrum :management, -administration ·of · 

Public Sector Undertakings (PSUs), engaged jn telecommunication services 

amt international relations . 

. -. - - .. : . . . ' ·-

The process of entry . of . private . operators .in . providing telecommumcation 

, services_in mdia commenced.in .1992. Apart from privatising: basic telephone 

i services, Government ·also decided .to .introduce a ·number of value .added 

services• through private operators, such as. cellular mobile . telephones,· radio 

paging, e-mail, : internet, . closed· user _,groups •. (<:;UG) and broad-band· service 

which addled to.the value of the.existing basic telephone services. The share.of 

the private sector in the:totalrmmber of telephones increasecHrom 47 per cent 

as of March 2005 to·57 per cent-as of March 2006. 

En.try of private s.ervice providers brought with it the inevitabl~ .need for 

. independent regulation. The Telecom RegulatocyAuthority of'mdia (TRAJI) 

was, therefore, established .with effect from .-20 ;February f997 by an Act of 

Parliament called the TRAI Act, 1997, to. regulate the. telecom services. ·The 

TRAI Act was amended by 'an ordinance effective :from 24 January 2000, 

separating the dispute adjudicatory . functions Jrom TRAI ·.by establlishlng a 

Telecommunications •Dispute ·Settlement and . .Appellate . Tribunall · (TDSA 'f). 

TDSAT adjudicates any dispute. between a· licenser and a. licensee, ·between 

two or.more service providers and between a service provid_er andl·a group of 

consumers. Kt · allso •hears and disposes of appeals against any direction, 

decision or order of TRAI. 
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Controllers of Communicatio~ Accounts, Che.nnai and Hyderabad circUes 
· i:rregufalt"ly allowed weightage ~1111 the qualifying service to -Bharat Sancha:r 
Nigam Limited officials who had retired voluntarily, which :resulted. illll 
overpayment of pensionary be~efits of Rs. UU crore~ · 

i. 
Rule 37 A (llA) of CCS (Pehsion) Rules, introduced in December 2002 

stipulated that a permanent Go~emment servant absorbed-in a public sector 

undertaking (PSU)/autonomOl;l~ bodly - or a·_ temporary/quasi permanent 
- - I -- --

Government servant who had bre,i confirmed in the,PSU /aµtonomous body 
sub_ sequent to absorption the~f in, wouid be - eligible to se~k voluntary 

retirement after_ COIJlpletion o~ 10 years of q_ualifymg service with th.~ 

Government and the PSU/autonemous body taken together, and he/she woulid 
be eligible for pro rata pensio~ary benefits on the basis· of the combined 
qualifying service. i 

I 
i . 

-Bharat:.~anchar-Nigam L~te~l(BSNL) in ccmsultatio~ with _Departm~nt of 
Telecom ((DoT) also clarified 1p. October 2004. that with the mtroduction of 

- ; - -. ' - - j' _: -- -- - --- -'-- -

· sub-rule 37 A(l lA), the provisions of the Rules 48 and 48 A of CCS(Pension) 
I 

Rul~s were no mor(! applicable ~o the Government employees absorbed in the 
BSNL and consequently all voluntary retirement requests of such employees 

- - I -
were to be covered under provisions of sub-rule 37 A(l lA) of the same Rules. 
It was further -clarified that thJ benefit of additional qualifying service as 

available. under Rule 48-B were /not available to the employees retiring under 
sub-rule 37A(l1A) of CCS(Pension) Rules. 

-- .' ,I - - . 
Aµdit scrutiny of the records of Controllers of Communication Acco_unts of 

- - - • '. --· , '1 - - - -

Chennai and -Hyderabad <;lurin~ _ January to March 2006 and July 2006 
- respectively revealed that weightage in qualifying service was allowed to 157 

BSNL officials who . had retire~ voluntarily between January 2003 to faly 

2004 under Rule 37 A (l lA) of the CCS (Pension) Rules; wltjch was irregular. 

This resulted in overpayment d~ pensionary benefits apiounting to Rs. UH 
crore till December 2005 . ..,.- I 

l 

~e Ministry in their reply stateb (September 2006) th~t the provision in sub 
, - - I - --

rule HA of Rule, 37 A, of fCS (Pension) Rules dlid not_ bar __ the Ex 
DoT/D'fS/DTO employees_ abs1rbed in the BSNL J~om seeking voluntary 
retirement on completion of twep.ty years of qualifying service under Rule 48 

- - I ~ 

A and 48 B ibid. Further, the absorption process in the Group B _cadre was 
- - I -

stretched up to 19 July 2004 andlduring the intervening period many voluntary 
retirements had taken place. m µiese _circumstances there was ~o way but to 

- I -
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: treat these voluntary reti.rementcases under Rule 37(A) of CCS (Pension) 

l~~ufos .. They further added. that Ex DOT/I)TS/DTO employees absorbed in 

BSNl. had been given a special dispensation in regard to pensionery benefits 

which would 1be payable by the Goveinrilent and in respect of such employees 

. pen.sion contribution was also bein.g received from BSNL as per FR 116 and 

1 117 unij.ke other Central . Government employees absorbed. in PSU/ 

i Autonomous bodies. 

'. The reply is not tenable as after introduction of sub-rule 37 A(l lA), the Rule 

· . 48 B which allowed weightage in qualifying service, was made inapplicable to 
' .-:, 

the Government employees absorbed in BSNL. These instructions were issued 

by the BSNL in consultaticm with DoT. 

! · g;iflff:~!![;~i:;~~!it~!in!iti~fr~iJiwTI:a;Ji:Yi~l4WiY.m~fiw!JI~~p~~!~ii 

Tlhle CrnmtJro!lllers .of Commwmication Accounts, Assam, Jbarkhand and 
Madhya Piradesh circles failed fo claim interest. of Rs. 99 !akh on delayed 
paymeirnts of pension.contribution fr®m Bharat §anchal!" Nigam Limited. 

The ·Department of Telecorrimunications (DoT) issued instructions in July 

: 2002, according to which pension contribution was payable to the Controller 

i of· Communication Accounts · (CCA) by Bharat· Sanchar Nigam Limited 

I (BSNL):in. respect of the employees of DoT, who were either ondeemed 

· deputation "or .permariently absorbed in BSNL According to Supplementary 

: Rule 3(}7(1kthe pension contribution was required to be paid annually within 

: 15 days from th.e end of each financial year, In case the payment was not made 
. I . . , . 

' within the said p,eriod, ~nterest was to.be paid on the unpaid contribution at the 

• rate. of two paise per day per Rs 100 frb~ the d~te of expiry of the aforesaid. 

· period up .to the date .on. which the eontribution was finally paid. · · · 

I PAC in. th~ir Ninth· Report (Eleventh Lok Sabha)· presented to the Parliament 

! on 22 April 1997 had desired that submission of A TN for the year ended 

: Man:h 1996 onwards be subm,itted to them duly vetted by Audit within four 

' months:from the laying of the Reports in the Parliament. Despite the fact that·· 

' two paras viz para 4.11 and para 3.8 of the Report of the Comptrolle; and 

: Auditor GeneraL of India for the year ended 31 March 2004 and 31 Mardi , · 

: 2005, Un.ion Governim11n.t, Transaction Audit Obsel"Vations;. on the s~bject 

were included in.~~udit Report, Ministry submitted A TN only ill' respecl,:9f 

1 
para 3.8 of Report No. 2 of ~006 in November 2006 admitting that DoT had 

f failed to claim the interest on delayed payment of pension contnbutiOn .and 
I • . ·>- . . . , . . . ·.- . . 
! stated that BSNL had been asked to settle the interest payments. Howeyer no 

.. 

-. 
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A TN was s'ubmitted by the Ministty in respect_Qf _para 4.11 of the Report No. 
2 of 2005. 1---~--

I 
Audit . scrutiny of the records of CCAs, Assam, Jharkhand ·and Madhya 

I 

Pradesh circles during July 2003 to· May 2006 revealed. that the pension 

contributions of the employees abs
1

orbed in BSNL in 2001-02, 2002-:03, 2003-

04 and 2004-05 were received frorh BSNL after delays of 27 to' 836 days. The 

delayed payment attracted interesJ of Rs. 99 lakh', whicb~'th~."GCAs failed to 

recover. . . . . I .· . . · 
On this being pointed out in audit, the Deputy Director General' (Accounts), 

DoT stated (August 2006) that tiie matter _of recovery of interest had been­

taken up with the BSNL authori~ies. Recovery particulars were, however, . 

awaited as of Octobe~ 2006 while I the CCAs. of Jharkhand. and Assam circles 

replied ii1 November 2005 and May 2006 respectively that matter would be 
taken with BSNL authorities. I · . 

I . . . . 

The matter was referred to the ~stry. in Jline 2006; their reply was awaited 
as of December 2006. · I · . · . 
. i 

~•~»tr~ieaiiJitrri!f91lit!WJri!Ym!iin~Y!!ll! 
I . 

The Controllers of Accounts of Biliar; Jharkhand, Rajasthallj· and; Oiiissa 
circles failed to implement drders regarding payment of, pension 
contribution, resulting in shoi1 recovery of pension contribution of 
Rs. 57.53 lakh from Bharat Sanc .. ar Nigam Limited •. 

I 
Ministry of Finance orders of February 1984 stipulated that the pension 

contribution payable in respect of I a Government servant should be based on 

the m~um of the pay·as defined in FR 9(21) (a) (i) plus dearness pay and 

interim ·relief appropriate to such I maximum of· the post held at. the time ·of 

proceeding on foreign service or tq which he may receive proforma promotion 
I 

while on foreign service. Further, Ministry of Finance decided in March 2004 
. I . 

that dearness allowance equal to 50 per cent of the existing basic pay would be 
. . . I . . 

merged with the basic pay and sh~wn distinctly as dearness pay, which would 

be counted for purposes like payment of allowances,. transfer grant, retirement 
. I . . 

benefits, etc with effect from April. 2004. Accordingly, Bharat Sanchar Nigam 

Limited (BSNL) wa~ required t9 pay pension contribution to the DoT in 

respect of the deemed deputatimp.sts from DoT to BSNL on the basis of 

~aximum of pay plus dearness pa~ to their respective CCAs. 

. . . . I . . . 
Audit scrutiny of the records of Fontrollers of Accounts (CCAs) of Bihar, 

Jharkhand, Rajasthan and Orissa circles during October 2005 to October 2006 
I . . . . 

I 
I 11 
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revealed that these CCAs continued to accept pension contribution from 

BSNL in respect of deemed deputationists from DoT to BSNL without taking 

into account the merger of 50 per cent of dearness allowance with the 

maximum of pay drawn with effect from April 2004. Thls resulted in short 

recovery of pension contribution of Rs. 57.53 lakh from April 2004 to July 

2006 as detailed below~ 
(Rupees in laJch) 

SI. No. Name of the Circle Amount 
l Bihar 25.02 
2 Jharkhaod 4.91 
3 Rajastha.n 18.86 
4 Orissa 8.74 

Total 57.53 

The Ministry in their reply stated (October 2006) that Rs. 23.45 lakh has been 

realised in respect of Jharkhand and Rajasthan circles from the BSNL 

authorities by the respective CCAs and the matter has been taken up with the 

BSNL authorities by CCA, Bihar to recover the short payment of pension 

contribution, while the CCA Orissa circle has recovered Rs. 0.61 lakh from 

the BSNL authorities in August and September 2006. 

To sum up, out of Rs. 57 .53 lakh, Rs. 24.06 lakh had been recovered, while 

recovery particulars in respect of Rs. 33.47 lakh were awaited as of December 

2006. 

Department of Information Technology 

2.11 Non tramfer of technology 

An expenditure of Rs. 60 lakh including Government grant of Rs. 25 lakh 
incurred on the development of a technology for Ferrite Radio Frequency 
Absorber Tiles did not yield the desired benefits as the technology was 
not transferred for commercial exploitation. 

Ferrite Radio Frequency (RF) Absorber Tiles are used as absorbing lining 

material for shielded anechoic chamber used for Electromagnetic 

Compatibility (EMC) measurements. Keeping in view the future requirement 

and high price involved in its import, the Department of Electronics now 

Department of Information Technology (DIT), approved (December 1998) a 

collaborative project on 'Technology Development for Ferrite Absorber Tiles 

for Electromagnetic Interference (EMI) Measurements'. The project was to be 

taken up by the Society for Applied Microwave Electronics Engineering and 

Research (SAMBER), an autonomous body under DIT, in collaboration with 

Associated Cement Companies Limited (ACC), a public limited company and 

was targeted to be completed by 30 June 2000. 
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. i - - •. . .. · .. ·· -· .-
The objective of the project was tq develop indigenous technology for Ferrite 

RF absC>rber tiles .for shielded chruhbers to be used for all EMC, Antenna and 

Microwave measurements. · The p~oject proposal envisaged that ACC, being 

. the manufacturer itself for similJ materials, would translate the developed 

product into commercial product ~y transfer of technology. The total cost of 

the project was Rs. 48.80 lakh ,~o be shared among DIT (Rs. 25 lakh), 
. I 

SAMEER (Rs. 11.90 lakh) and AC,C (Rs. 11.90 lakh). 
. I . 

Audit examination dlsclosed that t?e project was completed in April 2002 at a 

total cost of Rs. 60. lakh. The Project Review and Steering Group in its 

meeting held in September 2002 ~uggested that SAMEER and ACC should 

take neces~ary steps to transfer th~ technology. However, ACC did not show 

. any interest in commercial produbtion of the product. DIT also could not 

pursue ACC to commercialis~ lthe· "technology as no Memorandum of 

Understanding (MOU) was signed by DIT with ACC and SAMEER before 
. . . . I . . 

releasing the grants. Thus, the technology developed· at a cost of Rs. 60 lakh, 

including Government grani of ~s. 25 lakh; could not be used for intended 

purpose resulting . in unfruitful e,1-.penditure. The pilrpose of research . was 

defeated as Ferrite Radio Freque~cy Absorber Tiles continue to be imported 

due to non-commercialisation of t9chnology. 
. I . 

Ministry accepted the fact in September 2006. 

I 
Ministry may consider the desirability of signing MOU in respect of industry 

relevant projects with the concJmed agencies to ensure that technology 

developed through research after ilicurring"s\lbstantial expenditure from public 

funds are finally commercialised ahd used. 

I 
I 
r. 

I 

i 
I 

I 
I 
I 
I 
I 

I 
I 
I 
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[ CHAPTER ill : MINISTRY OF COMPANY AFFAIRS ] . 

3.1 Retention of public funds outside government accounts 

Failure of the Official Liquidators of Delhi, Kolkata, Mumbai, Bangalore, 
Allahabad and Jaipur to credit to the government account fees realised 
from the liquidated companies, resulted in keeping Rs. 6.13 crore of 
government money outside government account for 1 month to 5 years 
and consequential loss of interest of Rs. 66.53 lakh. 

The Official Liquidators functioning in various States and Union Territories of 

the country are officers appointed by the Union Government under Section 

448 of the Companies Act 1956 and are attached to the various High Courts. 

According to Rule 291 of the Companies (Court) Rules, 1959, in every 

winding up process of a company where the Official Liquidator becomes or 

acts as Liquidator, fees out of the assets of the company in liquidation as 

determined under the said Court Rules are required to be credited by 31 March 

every year to the Public Account of India in the Reserve Bank of India. Rule 

6 of the Receipts and Payments Rules also lays down that all moneys received 

by or tendered to government officers on account of revenues or receipts of 

the government shall, without undue delay, be paid in full into the accredited 

bank for inclusion in government account. 

Audit scrutiny of records of the Official Liquidator, Delhi revealed (December 

2005) that in contravention of the Companies (Court) Rules and Receipts and 

Payments Rules, the fees totalling Rs. 1.94 crore for the period 2001-05 was 

kept in a current account in a bank and was not credited to government 

accounts. On this being pointed out by Audit, the Official Liquidator 

deposited (March 2006) Rs. 1.94 crore in the government account. Not 

crediting the fees to the government account in time resulted in loss of interest 

of Rs. 43.48 lakh at the average rate of borrowing of 8.9 per cent of the Union 

Government. Audit also noticed that Official Liquidators attached to the High 

Courts of Kolkata, Mumbai, Bangalore, Allahabad and Jaipur instead of 

crediting fees totalling Rs. 4.19 crore (Kolkata: Rs. 1.31 crore, Mumbai: 

Rs. 1.54 crore, Bangalore: Rs. 0.80 crore, Allahabad: Rs. 0 .34 crore and 

Jaipur: Rs. 0.20 crore) for the period 1994-2006 to the government account, 

kept it in the current account in the banks and deposited the amount after a 

delay of l month to 4 Yi years. Not crediting the fees to the government 

account in time resulted in loss of interest of Rs. 23.05 lakh. 

20 



i 

i &porl No. 2 of 2007 

I 
Thus, inadequate monitoring of ¥1e functions of the Official Liquidator by the 

concerned Regional Director&i)[inistry resulted in keeping Rs'. 6.13 crore 
·I . 

(Rs. 1.94 crore +Rs. 4.19 crore) of government money outside government 

accounts fot long periods of f I mo~th to 5 years and consequential Joss.· of 
interest of Rs. 66.53 lakh (Rs. 43.48 lakh +Rs. 23.05 lakh). . I . . . . 
The iv.linistry stated (May2006)1 that the Regional Dll:ector (Northern Region). 

had been directed to conduct-an inquiry into the lapses pointed out by audit 
and instructions - had ·be.en is~ued to all the Regional Direetors/Offi.dal . 

Liquidators to ensure that the [prescnbed· procedure wa~ duly followed. fr 
! ·. . . ·' . . 

added that the results of the inquiry would be communicated to audit No 
. I 

further report has been received lorn the Ministry as of December 2006. 

. I . . 

I 
I 

i 
I 
I 

I 

I 
I 
I 
I 

I 

i 
I. 
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i!Vl!!!lff~'.il\iJ!lll!m 
;~IF~~c«F911-IQ'tJ~~ammwr~.mrm 

Nationru MuseWl!ll neiitheir entered into specific agreements with:tb.e Fine 
Art Handling Agent (F AHA) nor verified. the bills raised by it. Th.is 
ll°esulted iillll inflated claims of FAHA being cleared for payment leading 
to ovell.'paymen.t of . Rs. 5@.48 llakh which the ,Museum attributed. fo 
suspected collusion betWeen its officials and FAHA. 

;National MUJ1seum (Museum) organises exhibitions of art objects within and 

'[outside mdia. For transporting ait objects to the places of exhibition. an.d back, 

'it engages a Fine Art Handliuig Agent (FAHA). According to General 

financial Rudes (GFR), the terms of a contract must be precise and definite 
I 

'and there must be n.o room for ambiguity or misconstruction therein. The 
i . . pFR further require that in case open tenders are not invited, specific reasons 

for doing · so should be recorded ·and approval ·Of the· competent authority · 

obtained. 

;Audit observed (June 2005) that the· Museum did not follow the codal 

provisions resulting in the following irregularities: 

~ During 2002-03 to 2004-05, the Museum organised various exhibitions 

within and outside India and . awarded. th~ work on the b.asis of 

quotations/li.mited tenders for which no specific reasons were recorded. 

The same agencies were asked to quote every time and the work was 

awarded to Mis Packwell & Co. being the lowest· in aU cases. Mis 
Packwell & Co. was engaged as FAHA for a further period of two 

years in February 2004 without entering into a formal agreement 

)». While inviting quotations, the services required were not specified . 

clearly by the Museum. Only broad heads like handling, agency, 

packaging charges etc. were mentioned. All such charges were to· be 

paid on actual basis. 

j;:: Test check of bills raised by PAHA revealed that the Museum made 

payments to the former without proper verification of bills. Though 

packing material charges and agency . charges were not admissible 

being already included in the handling charges, yet such charges 

amounting to Rs. 11.40 lakh were paid separately. 
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On. the matter being pointed out ~y Audit. (June 2005 and April 2006), fue 
. I 

Museum agreed (April 2006) that it had made overpayments and stated that 

there could be collusion b.etween ~e F AHA and the offldals of the Muse~m. 
. I . . 

It conducted an inquiry (August 2ID05 and Novenibet 2005) on the 'financial 
. . I . . . 

irregularities in c~nnection with the jobs awarded to Mis lPackwell & Co. 
I . . . 

which revealed that the firm had raised inflated claims and charged for 
. . . I . 

services not quoted or for items whlch formed part of the service quoted. The 

overp~yments involved ~ere in the: nature of extra handling charges, packing . 

materiall and agency charges. F11HA had taken advantage of the lack of 

proper specifications and clarity, !absence of formal agreement contairiing 
. . I . 

terms and conditions including penalty clause and non-verification of rates 

qu~ted. by the firm with prevailirlg market rates .. The ·inquiry .committee 

confirffied tb.e fm~cial irregularitiJs as pointed out by audit (June '2005) and 
I . . . . . 

found that overpayment amounting to Rs. 50.48 lakh were madle to FAHA. . I . 
i 

The· Director General, Museum will.le forwarding the findings of the inquiry 

committee to the Ministry, recomlnended·(August 2005 and! Januar}r 2006) 

that recoveries be affected from the,FAHA and the agency be black listed after 

obtaining advice from the Ministry of Law. 
I 

fo response ro the audit observatioJ, the Ministry stated (September 2006) that· 

on. the basi~ of preliminary investigation, action had been initiated against the 
. I . 

erring officers.· As regards overpaY;ments made to FAHA, Ministry stated that 

action would be taken against it in qonsultation with the Ministry of Law. 
I . 

I 
.~~~~~mI~!I@«f<ififlll~i!;rw~~1~1lfi~~rmnr1~ 
Injudicio'us action of the National Mu.sewn (NM) in placing a work order 
for fabrication of wooden boxes for al!ll exhibition proposed to be held in 
Brazil in March 2005 even b~fore sjgning of the Memorandum of 
Understanding and in transpomng airt objects in June 2003 flrom the 
Assam. State Muse.um. for displa~ in the proposed! Assam Galliecy of the 
NM wmclb. was ultimately not set imp, lt"esu.lted m wasteful expenditure of · 
Rs. 33.45 lakh. ! 

I 
I . 

The National Museum (NM), *ew Delhi has been functioning as a 

subordinate office under the Mims4'Y of Tourism and Culture (Mfoistry) since 

1960. One of the main activities ~f the NM is to organise exhibitions of art 

objectS in and outside India. I 

Audit scrutiny (June 2005) of ttle records Of the NM revealed wasteful 

expenditure of Rs. 33.45 lakh in thJ following two cases: 
. . I 

I 
i. 
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(a) Fabrication of boxes for the Exhibition in Brazil 

On the suggestion of the Ambassador of India in Brazil (April 2003), the 

Government of India, Department of Culture (now Ministry of Tourism and 

Culture) agreed (March 2004) to organise an exhibition titled 'Eternal India' 

in March 2005 in collabaoration with 'BRASILCONNECT', a private non­

profit organisation of Brazil. The NM was designated (June 2004) as the 

nodal agency for the proposed exhibition. Before the Memorandum of 

Understanding (MOU) could be signed, the Ambassador of India in Brazil 

intimated on 17 November 2004 that since the President of 

'BRASILCONNECT' was involved in a banking scam, it was no longer a 

desirable partner for the exhibition. Accordingly the Ministry called off the 

exhibition in December 2004. Meanwhile, the Museum placed a work order 

on 17 November 2004 for fabrication of 165 wooden boxes of various sizes at 

a cost of Rs. 19.15 lakh. The boxes were received in February 2005 and the 

full cost of boxes (excluding the cost of inside packing material) amounting to 

Rs. 18.62 lakh was paid in March 2005. These had not been used so far in any 

other exhibition. 

Thus, placing of work order prematurely for fabrication of boxes even before 

the MOU was signed with the 'BRASILCONNECT' resulted in wasteful 

expenditure of Rs. 18.62 lakh. There was a delay of almost a month on the 

part of the Ministry in calling off the exhibition. The NM even after knowing 

on the 27 December 2004 that the exhibition had been called off, took no 

measures to stop fabrication of boxes. 

On the matter being pointed out in Audit in June 2005, the NM constituted a 

committee in the same month to examine the issues. The committee 

concluded that 

• At the time of placing the work order, there were no compelling reasons 
or exigencies that demanded such urgency. 

• The file had been altered and a reasonable doubt arose that the work 

order was placed at a time when it was amply clear that the Brazil 
exhibition was not on, or at least it would not be held in March 2005. 

• Initial action for processing bills for payment was started even before 

receipt of the boxes in NM. Appropriate amounts had not been deducted 

from the bills towards the cost of packing material and packing services. 
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I 
el The boxes supplied were not. of the required specification and quality .. 

There was also uncertaintY ·~bout the quantity of boxes received. 
. I . 

In response to audit observatioJ the Ministry stated (September 2006) that 

show cause notice had been issu~d against the concerned officials and further 

action would be taken on receipt ~f their explanations. · . 
! 

(b) · Transportation of all"t o~ject:S from Assam 
.. ... I . . 

On a request· (May 2000) frotn the Union Minister of State for Water . . . I . 
Resources for establishing a gallery iri the NM for displaying the art and 

. I 

culture of the North:-Eastem region, the Ministry agreed in principle· and . 
I 

requested the NM to prepare a concept note for this gallery. Subsequently, in 
. I 

June 2001, the Ministry in consultation with the NM decided to drop the idea 
. I 

of establishing the North-East grulery due to space constraints. Audit revealed 

that the NM without any fre~h proposal and approval of the Ministry, 

requested (April 2003) the DirJctorate of Museum, Assam Government to 

send a list of selected objects fbr display in the proposed Assam gailery in 

NM. In all, 80 objects were tr~sported in June 2003 at a cost of Rs. 14.83 
. . I 

lakh to the NM. These objects have not been displayed· as of April 2006 and 

are lying in the store since their r~ceipt. · 

Thus, NM incurred wasteful ~nditure of Rs. 14.83 lakh on.transporting the 

art objects from Assam. There iis also a· risk. of. the objects getting damaged 

due to pro~onged storage for arord three years without proper display. 

On the matter being pointed out in audit in June 2005, the NM while admitting· 

(April 2006) that there was no ~roposal under consideration for ~stablishing 
. . '. I • 

region-wise ~alleries, confirmed !that the objects had not been displayed. 
I 
I • .. . 

Injudicious action of the NM thus resulted in wasteful expenditure of 
I . . . . 

Rs. 33.45 lakh (Rs. 18.62 lakh + IRs. 14.83 lakh) in the above two cases. 

. I . . . . . . 
The matter was referred to the :Ministry in July 2006; their reply was awaited 

. . I . . . 
as of December 2006 despite a reminder. · · · 

I 
I 
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· r.rm~~}Iqr91~fYID~R:®tillVri! 
I ~fiifl!~~tel'YJlijii!fil!Yf~ 
1 lD'!ilred«nll." Gelllleir~ Metem."ofogy fP!ll"®curedl l.~w expansiol!ll alloy 43 PH 
i against theill." re«11mirel!lllel!D.1!: of JpnrecisioJm-C (Ni.;.span). The· aHoy was fmm.idl 
1l!lllllmitnll»le foll" the iintem:lled pu!I'pose and was lying unused since May 2002 

·: Il"esu.Rting illn wastefuR expeilllmtmnre of Rs. 33.®8 fakh. · · 
I . 

On the basis of an indent placed by DepU1ty Director Generalt of Meteorology 

i (Upper Air Jrnstruments) New Dellri, Director General Meteorological (DG) 
' . 
invited tenders from five firms in March 2001 for supply of 400 kg of 

! precision-C (Ni span) .. Out of three .. quotations received, M/s. Knight Strips 

Metals Limited, E]J]gland (firm) . was the lowest tenderer and, therefore, · DG 

! plac~d the order on the firm for supply of 500 kg Ni-span sheets at the rate of I . . 
1 GBP 71.9 per kg. 

i After the order was placed, the indenter informed DG in April 2001 that tltne 

· firm on whom tltne order was_ placed was neither the maim:nfacmrer of the item 

\ n.or had. SU!pplied it in. the past and requested that the firm be asked to produce 
1 an authorisation certificate for supply of · Precisi~n-C alloy from the 

; manufact11.lll"er before opening the letter of credit DG requested the ·fmn in 
I • / 
I April 2001 to produce the certificate; in reply to which the firm intimated in 

· : May 2001 that they could· supply low expansion alloy 43 PH which was 
. I • 

1 equivl!].ent. to Precision-C in cold rolled annealed condition. It further stated 

, that the requisite certificate regarding ·composition of· the atloy would 1be 

: supplied along with the material. fa.stead of canceUin.g the purchase order, DG 

: opened a letter of credit for GBP1 35950 equivalent .to Rs. 25.16 lakh, in 

· 

1 

Auglllst 2001 in favour of the firm. 

: The firm supplied 379 kg of alloy 43 PH in May 2002 for which an amount of 
I . . 

l Rs. 18.99 lakh, being 90 per cent of the cost of materialt, was paid to the firm 

: ilirough the letter of credit. In addition, Rs. 14.09 lakh was aiso paid towards 

\ clllstom duty. The material was tested 1by the indenter in July 2002 who found 

: that the m~terial! was not conforming to the specifications and theref9re, 

I rejected the supplies. DG took up the matter with the firm in September 2002 

! for replacement ofthe rejected material. The firm.refused (November 2002) to 

; 
1 Great Britain Pound 
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i·. 
replace the material stating · that fr ·had supplied the material as per .· the . 

. . I . 

specifications indicated in their quotation. 

Thus, despite reservations e~prlssed by the indenter and clear intimation of 
. . I . . . . . 

the firm that they could supply pruy low expansion allloy 43 PH, DG failed to 

verify whether . the material offered by the firm w~ suitable for the user 

. requirement, with· the result that the material was lying unused since its 

purchase and no action could be[ taken against the firm. . .. 

I 
Department state~ (August 200~) that it was pursuing the matter .for gettiung 

the replacement of the def~tive stock. It also stated that Defence 

Metallurgi~al :Research Labora~ry (DMRL), Hyderabad 'Yould be conducting 

further studi~s on the matenall to explore the feasibility of its use for the 

intended application. Later the Department intimated (June 2006) that DMRL 

had conduded that the material could not.be used for intended.purpose.and. a 

departmental enquiry had been started in FebrQary 2006 and the report was 

awaited. . . . .I . . . .·· . . .· . . 
The reply of the Department confirms the audit contention: that the materiall 

was accept~d without prior v~rification of its suitability for the. intended 

purpose. Th~s, DG failed to as~ess the suitability of technical specificatio~ of 
. . , I . . . 

the material resulting in wasteful expenditure of Rs .. 33.08 fakh. 
. I·· . . 

The matter was referred to Mini~try in July 2006; their reply was awaited as of 
. . I . . 

December 2006. 1 · 

I 

I 
i 
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~~~t-?~1~~.;?tf~.f~f~J:_~¢~Yf~·;.~.ir.:<tt~ 

ER VI~ MINISTRY OF E T:ANffFOREST·· . 
: :~;!l-~1~f~t~t~~~~~;~~~~~;{t;fi;:<~-i;~~~Jii~~~~;;iJ:~fu:~~~?~i~~r~~~#d~J.~%¥:rt~rki~~Yi~#M-J:t~~;:{?;~i~~~ 

I 

! ~~l~~i~I~i~fMi!~~!f:W!!if9B:~~,£'[ij!ilifilij~; 
Faih1ure 11>f Tiropical Foriest Resiealt"clln fustitute to take corrective action to 

' reduce tl:hie ([}lemamll foll° JIDOWelt" not actually required by them. resulted nn11 
excess expellllditmnre of· Rs, 2@.39 llakb. (Marcin 1997 ·to May 2006) on the 
power collll§umption, 

Tropical Forest Research Instirute (lf'FRl!), Jabalpur (erstwhile Institute of 

Deciduous Forests), an autonomous body under the Ministry ofEnvironment 
. . . . 

I and Forests, entered into an agreement with Madhya Pradesh Electricity Board 
I . . . .• . . . . . : 

! (l\;1[PEB) in September 1992 for supply of 250 KVA eJectridty ,for the. office;. 

: cum-laboratory building. for a period of two years and on ·continued ba8is 

: thereafter m:ii.liess .terminated by giving a three months notice. As per MPEB 

. , tariff schedune, ilie billing demand for a month was to be the acrual maximum 
I • 

. i demand tecprded! duriirng the month. or 75 per cent of the C()ntract demand 

i whichever was higher: 

, A~dit examiunation discAos~ (March· 2005) t)lat though the monthly 
I Consumption of electricity from March 1997 to December 1.998 . ranged 

\between 62.4 KV:A artd 169.6 KVA and never reached the contracted demand, 
i . - . 
: 1'FRI requested! MPEB in January \999 to enhance the contract demand from 

' 250 KV A to 400 KV A in view of c~nstruction of new build.iii.gs.· The contract · 

: demand was accorcling]y revised upwards to 400 KVA with effect from J11.ll1Y' 

i 20QO. Review of consumption of electricity from JW.y 2000 to Nove.lilOOJr 

~1 2005 by Audit reveal_ed that ~ registered a maximum demand between 
· 106.03 KV A arid 220 KV A against the contract demand of400 KV A. Though. 

TFRI·was registering less demand. it was paying for 188 KVA from March 

! 1997 to June 2000 (except in. May 2000) and 300 KVA from July 2000 to 
I • . . 

I February 2005 being 75 per cent of the contract d~mand. 
I 

, On tlris beiirag pointed out by Allililit ~n March 2005~ TFRJ[ requested MPEB iro. .. 
;Ju]y 2005 Jo reduce the contract demand from 400 KVA tqi 250- KV A and 

I MPEB accorQingly reduced the cont;ract demand to 250 KV A from June 2006;;. 

\lfn the meantime, 'fFRlI incurred excess expenditim~ of Rs. 2039 Iaim1
· on: 

'.account of demand not actuallly utilis~dl. . · . . 
I . ~ 

I . . 
'l .. . .. 
I Rs. 3.07 lakh for the period March 1997t(,> June 2000 and R_s. 17.32 fakh for the period July . 
12000 to June 2006. · 
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The Ministry .stated in September !2006 that· enhancement of contract demand . . . . I 
from 250 KV A to 400 KV A was as per the estimates of MPEB and therefore, 

it would not be appropriate to rah1t TFRI on this count. The reply of the 
.· . . . I . . . . . ·. . ·.. . 

Ministry was not tenable as the actual demand was always much less than the. 
. . I . , . . . - . 

contracted demand and therefore, 'fFR.I should have reviewed and approached . 

MPEB in time for downward revi~ion of the c~ntract demand.• The. contract 
I . . 

demand was reduced only at the instance of Audit in June 2006 Le. after a 
' .· - I - . . . 

lapse of six years from tile enhancement of the contract demand. · 
. ' ' ·1 ' .. ' . . 

Thus failure of TFRI to take timely corrective action to reduce the demand for 
. . i . . . '' . . . . . . . -

power resulted in e~cess expenditure of Rs. 20.39 lakh on power consumption 

during March 1997 to May 2006 . 

29 



i· 
i 

Repoo1 No. 2 of 2007 

Sra<L'.!biess @f tl!ne MilmillsmylMilSsi®llll aft Chlrag® ·lil!Il ac«J!llllimng pmperty for 
iriesni!lleimftfiall p11lllf]ll®Se ·Heall t® aim· avl!lllidailh>Ye expeH11«l!Illtm11re off.· Rso. 204!8 cH"«Dre 
du1uriillllg Od@bel!" Jl9l~~ . t({}) . .IFelblJl"Un21l"Y 20040 ll!ll dllsll"egall'd of tllull!! ruHes~ . 
Missni!llm alt lBaumglki!ll!k9 Beijilmg9 IHJ:o Cl!nil · Mm Ciilty 9• Katl!nmamiailllll uirll · 
Mfanllne hlreall !i"teSi«lleimtl1all tiiCC«DlllmlllUl«Dirllaltfo!lll for ilieftr olllkersl~ fair mm 
· exll!ess · ®ft' ftllne pliesll!irllbelill Jl»lliirntl!n 2irea llll®rmms l!'iesunllting iml friregirnllair 
eX)!Dellll«l!nftirnl!"e @ff Rso lo€/"/ Clil!liire iillwnrmg . 2@@1 c@So . mmarm MnssfollllS . alt 
J@lhialllllllleslbnuurg alllld P!rewria lillil cdrnsregall"d ©>If MRmlistcy's · miles ad 
aildegate«l! JP©>Wte!I"s pai\idl !I"elllllt off JresliirllellllltiaH . accommI!Illl@i!llati@im nrm exll!ess l!llft' 
tllne J!»ll'esll!rrftlboo i!!ellillllg wft1tlln®llllt tllne 21JPl![llll"OVall off the Mnmstcy ll"ieslllllltil!llg furn 
umal!llftlln@nisecrll eXJ!Dellll«llJ'irull"e ©>ft' lRso 3JL2Jl. llalkl!n «lhunrli1mg §eptemlbe!I" 2@02 ft® 
Mal!"iclln 2@@6o m<dlnann Missfom at ~e9 Wyadlhi arnHrll . C@Hmllllb® ·nnncfillll"Il"ei!ll 
eXJ!llel!IlqjJ.iittunn-e mll. ll"tep2iill"shrenn@v21tform a11nall. mmmtennaI1J1ce of Govell'llllllllllenlt 
mm~irll l!»uJiiilht!liID1gs/ll"esntrllellllc~s ®f staflf iillll vi0Datil!ll1m «»ft' tllne deRegat:fim11 of 
ifimrarnndli!lll jplllDWtell"S ll"es!U!l!tlumg lll!ll Da11ntlln@ll"iseirll teX]pJ~m.mlb1nre . @lt' JR.So 1o39 
ll!ll"([!)ll"e «ll1lllmng 2®@2c@(fiio · 

Allllilit exanirnination of ilie records of the Mimstry ~d Missions reveaied . 

. variouns deficiencies in. ihe puuchas~ hlrililg, repair and . 'maintenance. of 

properties for fuilian· Mission.~ abroad whlch are discussed in. tllne succeeding 

paragraphs: 

The · Conslllll Gen.eral (CG) in. ilie · lEmlbassy of Kndia at Cbiicag® had beelrl 

stayin.g 'in a relilted accommodation since the openmg of the Mission in. 1976~ 

lfn view of lhui.gh rentrus and space colilstraillts in the rented accommodations, 

the Miunistry had been considering purchase of accornmodlation for CG' s . 

1 
.. residence since December 1996. A property team le·d lby senior officers from 

i Ministry of Finance and Ministry· .of External Affairs· . visited . Chicago in 

February 1999 and recommended pmchase of a property at· a price of US$ 1.5 

million. Althollllgh the Committee on Non-JP!an lExpendbirure (CNE) approved 

purchase of the said property i!tR Aprill 1999, yet the pwtchase could not 

materialise as the vendor backed out of the deal stating that the clleadllme for 

closi!tRg tlle transaction had lapsed. Sulbseql.!entlly, CNE approved (.lflllne 2002) 

pmchase of the property which was being used as the CG's residence since 

October 1999 at a price of US$ 1.7 million indudiirng the cost of renovation. 

The Ministj/Mission, however, took more than 1 ~ years in settlmg the issues 

like sall.e deed, pmcb.ase agreement and re-modeling of kitchen etc. and the 
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property could be finally purclna~ed in February 2004 at a cost of US$L65 

million (Rs. 7.26 crore), exclmlinJ the cost ofrenovation~ · · •· 
I - . . . . 

Had the Ministry taken timely abtion to pmchase the property identified in. 

February 1999 :i.t could have save6us$ 0.15 million (Rs. 0.66 crore), besides 
. I . 

rent liabilities· of US$ OAl mi~lion (Rs. 1.82 crore) for the period from 

OctoberJ999 to February. 2004. I . 

In response, the Ministry stated (February 2007) that the transaction cowd not 

be completed within the stlpulatJ<l period due to procedurall. steps needed to 

firnilise the telIDs of the sale decld with the own.er: The reply is n.ot tenable 

··because following due procedurJ. for purchase was part of tlne job and the 
. . . . I . 

Ministry should have .monitored the purchase effectively to minimise the 

procedural delays'. · I · . . . • . . 

1.1l..2 fudian Foreign Service P~fA) Rules prescribe plinth area norms for 

construction of residentiall. buildings for India-based officers and staff abroad. 

Thv saicll. rQle also proyides that ~e .Missions should make efforts to ensure 

that the plinth area of the rented property does not vary significantly· ;from the 

norms prescribed for construction! 
. . . I . . . 

Audit, however, noticed (Ji.me-tugust 2004 and May-Jlllly 2005) ili.at the • 

Missiorns. at Bamglmk, Beijmg, JH!o Clhui Mm. City, Katl!i!mMn!llld!u aumi!:B. Mall!e 

hlred residential accomm~datidrn. for officers/staff whlch 'exceeded the ·­

prescribed rnorms sigfilficantly rabging between 20 and 141 per cent resulting 
. . . .. . I . 

m irregufar expendififre of Rs. 2:67 crore (worked out om a proportionate basis 

for the extra space) during 2001-~005. ·· . · 

On the matter being pointed Ollllt irn audlitt, the Ministry on the one haltlld stated 

(Aprill 2006) that the plinth J.ea norms had been prescribed only for 

constructiorn purposes mull mot fo~ rented property and on the other admitted 

· . that Missions/Posts had to ensnre lthat the plirnth area of rented.property did not 

vary sigfilficantly with the rnorms 1prescribed for construction. The first part of 

the reply is mot tenable as the rulJ clearly states that the accommodation mred 
by the Missions should mot exc~ed the. prescribed norms for -construction as 

allso admitted by the Ministry iJ the second. part of its reply. Further, the 

Ministry had itself advised (October 1998) aU the Missions/Posts that the 

plinth area Jrnonns ·:fixed by it shoJid .be treated as maximum beyond which no 

accommodation· should. be leasedl by the Mission even on the grournds of non­

availability of adequate area for representational obligations, since. tlrls aspect 

had all.ready been taken into accoJnt whlle revising the norms. 
. . . I . 

7:1.3 Audit noticed (June 2005) that Indian Missions at Joll:nammesbmg allllcdl 

ll'reloria in disregard of rules Id delegated powers, paid rent of residential 
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accommodation at rates higher than the prescribed ceiling without approval of 

the Ministry resulting in unauthorized expenditure of Rs. 31.21 lakh during 

September 2002 to March 2006. 

On the matter being pointed out in audit, while the Mission at Johannesburg 

admitted (February 2006) that it had committed the irregularity due to 

misinterpretation of rules, the Mission at Pretoria stated that since rental 

ceilings had not been fixed by the Ministry, it had been following the same 

rental ceiling as applicable in the case of Johannesburg. It further stated that 

the matter regarding revision of rental ceiling for all the four stations of South 

Africa (including Johannesburg) had been referred to the Ministry. The reply 

is not tenable as in cases where rental ceiling had not been fixed by the 

Ministry, the Head of Mission could incur expenditure upto US $ 920 per 

month only as per delegation of powers. 

The matter was referred to the Ministry in May 2006; its reply was awaited as 

of December 2006 despite reminders. 

7.1.4 The Heads of Missions have been delegated powers vide item no. 4(a) 

of the Schedule of Financial Powers of Government of India Representatives 

Abroad to incur expendjture on repairs and maintenance of government owned 

buildings/property. According to this delegation, the Heads of Missions can 

incu.r expenditure upto a maximum of US $ 19270 per annum on this account 

for Chancery, US $ 11560 per annum for Embassy residence, US $ 4620 per 

annum for independent villas of Representational Grade Officers (RGOs) and 

US$ 23 10 per annum for residences of staff members. Accordillg to the note 

below item no. 4, proposals relating to major structural repairs and renovation 

have to be referred to the Mirustry for prior approval. 

Audit examination of the records of three Missions revealed (May-June 2006) 

that they had violated their delegated financial powers and incurred an 

unauthorised expenditure of Rs. 1.39 crore on repairs and maintenance of 

buildings /residences as indicated below: 

Mission at Mahe 

The Mission awarded (March 2005) the work of renovation and repairs of 

office building ~d residential complex involving major structural changes to a 

contractor at the cost of US $ 0.252 million equivalent to Rs. l .11 crore 

without obtaining the approval of the Ministry. It approached the Mirustry in 

March 2005 for ex-post-facto approval whlcb bad not been accorded as of 

June 2006. In the meantime, the Mission had made payment of US $ 0.192 

million equivalent to Rs. 84.22 lakh to the contractor upto August 2005 and 90 

per cent of the work had been completed. Thereafter, work had been stopped 
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on the.request of the Government ~f Seychelies as they w~re looking into the 

. complaint of a neighbour med ag;nstthe Mission on account of right of way; 

Thus, .violation of the delegated financial powers by the Mission resulted in 

incurring of unauthorised expendiJre of Rs. 84.22 fakh during 2004-06. . 

Mission at Riyadh . 

According to the delegated financial powers the Mission could incur totall 

· expenditure of US $ 146330 p~~ annum eqriivruent to Rs; 703 l lakh and 

Rs. 66.54 lakh during 2002-03 and 2003-04 respectively on repairs and 

maintenance of the entire prope~ (including 9 villas of RGQs. and 32 

residences of staff). In addition to hus, the Ministry had approved expenditure 

of Rs. 50 lakh ·and R;. 47 .56 fakh Ion account of deaning _contract, landscape 

·contrac_t. and electro-mech~c~J contra~t during·. 2002.,0~ and 2003-04 

respectivelr. As. such, the M1ss10? could mcm· total expenditure of Rs. 1.20 

crore an.di Rs. 1.14 crore dilling 2002-03 and 2003-04 against which it had 

spent Rs. 1.36 crore and Rs. 1.281 crore respectively. By not restricting the 

expenditure within its.· delegated! financial powers, the Mission incurred 

unauthorised expenditure of Rs. 30
1

.oo la]kh during 2002-04. 

Mission at Colombo 

The Mission without obtaining the approval of the Ministry for. undertaklllg 
I 

renovation of the Chancery buUding and staff quarters . involving major 

structural changes (waterproofing rf RCC ~fab areas and protectiv~ coating of 

the exterior wans etc.) allotted (March 2005) the work to a contractor at a cost 
. I . . . 

of SL Rs. 58.22 lakh equivalent tolRs. 25.34 lak:h. The work was completed in 
January 2006 and total payment of Rs. 24;89 fakh was made to .the contractor 

upto January 2006. It was only after incurring expenditure of Rs. 19.27 lakh 

that the Mission approached (Aug~st 2005) the Miinistry for according of ex­

post-facto approval.' In response, the Mtnistry observed (November 2005) that 
I 

-exceeding the delegated financial powers withouit its formal sanction was 

objectionable. The Miinistry' s apptoval was awaited as of October 2006. 
. . I . . 

Thus, violation of the delegated financial powers by the Mission· resulted in 
incurring of unauthorised expenditlxre of Rs. 24.89 lakh. · . . 

Ministry stated ·(December 2006). ~at it was. as~ertainihg fuH details from the 

concerned Missions and after recJ:i.ving further clarification, the pcissibility of 

regularising the,unauthorised expehditure would be examhied. . 

I 

I 
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The above cases indicate weaJ.c ~d ineffective expenclirure controll and 

monitoring in the_Mission.s abroad.. The Ministry needs to fix responsi1bilityfor 

violation of its instructions by the above MissioD.s. · 

~lflL![iflr~111~,l.~@i•fii~i'.:~m~~q:gj~~amillii 

Tllne Mllssn([J)llll§ annndl Pl!llsfts anbll"oa«ll _ c([J)nnttiinnunedL 11:® tellllil]plR@y sftafr'f. ]pJanii«ll Jfll"OHJlll 
c@Il!llti1rngennd.ies 211D.«!J: Ill!llcanll stafr'lf ii1111 rrlliisreg2r<ill @lf tl:lhte mies ~iin(rl[ ii.mltructiom 
®f !tllne. Mfumfist1ry goveil"llD.iillllg tl:Hne. ellllllpfoymelllltl: @f R@ralllly recmtl:e«ll .sttaflf 
Jl"esUl!Rtillll ll1m ooa1llltl:Iln®rued e:% el!l«l!iiwre @If Rs. 41.1\'D'l crnre •. 

fu terms . of rul.e 6 of General lFin.ancial Rules, no authority may incW- · any 

expenditure or enter in.to my Jiability' involving expendlirure on government 

accmmt umlless such expendl:i.mre · has -been ·sanctioned_ by generall or speciall 

orders of the government or 1by any authority to which power has been 

delegated in this behalf. Thus, no authority can.incur expendimre on payment 

of salary without th.e specific sanction of the authority competent to saimction 

the post 

Further, Item No·.· ll2 ·of Schedule K of the Fimn1dal Powers of the Government 

of fudlia's Representatives Abroad. provides that _the Headls ofMissions and 
Posts (HOM/HOP) may empfoy only (Class-N)staff pai.dl from contingencies 

for work of casual nature. lit forbids emplloying staff paid from contin.genci.es 

for work of a regular nature or against vacant posts borne bn tb.e regullar 

establi.smnent. 

Orders is~ued from time to time by the Mimstry pllace the following further 

restrictfons on their empfoymeimt: 

"'- they sholllllld not be empfoyedl for over six months; 

o tlley shollllld be paid. wages equaHo on.e-thlrtieth of the mini.lllrirnnm of the 

· scale of pay prescribed for tt:he corresponding focall posts for each dlay 

of their engagement; ail.d 
•• < • • -

e:i they shalll D()t. be entitled toan.y earned leave, bornus, increments and 

adjustments b'ased on the cost of living in.dex. 

Successive Reports1 of the Comptroller and Auditor. Genend of mdlia have -
highlighted ilisregard .of Schedule K of Financiall Powers and Ministry's 

instructions 1by various Mission axildl Posts .. Jn its Actioll1l Taken Notes 

furnished in January 2001, May 2002 and December 2004, the Ministry stilted 

I - . •. . . . . : . , .. 
Paragraph No. 4.1.l of Report (No. 2 of 1999), Paragraph No. 8.6 of Report (No. 2 of 2000), 

Paragraph No. 9.2 of Report (No. 2 of 2002), Paragraph No. 4.1 of Report (No. 2 of 2003), 
Paragraph No. 2.3 of Report (No. 2 of 2004) and Paragraph No. 4.2 of Report No. (2 of 2006) 
of the Union Government - Civil of the Comptroller and Auditor General of India. 
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that instructions had been issued !to the Missions and Posts emphasising the 

need to adhere to the rules and reJuiations, failing which responsibility would 

be fixed on errant officers. I . 

Audit scrutiny, however, revealed that despite earlier audit observations and 
I 

the instructions issued by the Ministry, the Missions at Riyadh, Dubai, 

Johannesburg, Bahrain, Tunis, Lhanda, Jeddah, Lagos, Gaborone, Pretoria, 

Lusaka and Manila, Kyiv, AtheJs, ·Birmingham, Belgrade and The Heague 

continued to disregard the rules a.Jd instructions and employed staff paid from 

contingencies unauthorisedly for: work of a regular nature . for prolonged 

periods and paid them higher wages without the approval of the Ministry. 

this resulted in unauthorised eJpenditure. of Rs. 4.67 crore as detailed in 

~nnexure- A. J . · .. 
Ministry stated (August 2006) that the Missions . at Dubai, Johannesburg, 

Tunis, Jeddah and Lagos had beeh asked to submit the details of expenditure 

incurred by them in order to redularise the expenditure and the Mission at 

Luanda had been reminded to expedite its· reply. In respect of the Mission at 
I . . 

Bahrain, Pretoria and Lusaka, Ministry stated that its Property-I Section had 

been requested to take necessarY action. It added that the expenditure in 

respec_t of Gaborone was, being rf gularised and Consular, Passport and Visa 
(CPV) Section and Creation and ·continuation of Posts (CCP) Division ·of the 

Ministry had been requested tcl take necessary action in respect of the 
. I . 

Missions at ~yadh and M~la respectively. Ministry further stated 

(November 2006) that the·Missidns at Kyiv, .ai.nitlngham, Belgrade and The 

Hague (except Athens) have brobght the matter to its notice and sought its 

permission for sanction of additibnal staff. It also added that the matter has I . . 
been taken up with dJfferent divisf ons/sections of the Ministry. 

The Miiristry may fix responsibility for violation of its orders. Granting post-­

facto ap~roval _by the Mi~s~ in a routine manner will only promote 
unauthonsed action by the Missions. · · 

. . . . . I . 

~~IDP~ilf~ijl~~Kj['~1fflI!t!ftcE@l~9¥~~1!on~~ 
. . I 

Violation of the· limits placed ori. delegated powers by 17 Missions resulted 
I 

in unauthorised expenditure of Jb;. 1.57 c:rore on purchase of stationery. 

According . to item no. 26 of sbhedule I of the Financial . Powers of the 

Government of India's Represeniatives Abroad, Heads of Missions other than 

in USA and UK were permitted tb incur expenditure on purchase ·of stationery, 
I 
I 

I 
! 
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stores .and printing articles upto a maximmn of US$ 3850* with effect from 

2001-02. 

Test ch.eek of records in 17 missions revealed that durin:g 2002-03 to 2005-06 

these missions had incUlrred an. una~fuorised· expenditrne of Rs. 1.57 crore on 

stationery in excess of ~e delegated. powers as detailed in the Amneml!"ec.B. 

The excess expenditure was abnormally high in EI Riyadh.; HCl Colombo and 

HCI Dhaka in compatjson to o.ther missions. EI Riyadh iltlcurrecl expenditure 

on. purchase of stationery ranging between Rs. 10.26 fakh to Rs. 23.50 Ilakh as 

against the delegated powers of Rs. 1.72 lakh to Rs. 1.85 lakh during last four 

years (2002-06). 

fu response to the allldit observation. the MiD.istiy stated (November ·2006) that 

the excess expein.ditiue incurred by the Missions at Malle and Bangkok lb.ad 

been regularised; I~ further stated that the requisite information/clarifica~on 

was awaited from the remaining 15 Missions who had beel!l asked to expedite 

their response. The cases indicate the need for the Ministry to con.trol 

extravagant use of stationery, fix appropriate limits and enforce them strictly. 

Regullarisation. of excess expenditure in a routine manner on~y wmdd 

encourage financiall profligacy. 

-~~.-,~~~~~Tfil~@~:@~~~I!i~~~~~~ 

Tllne Miissii.®m 2111: Isnam21lbl21([}!, Ymngmn mnd lBmng!k®lk fannHe«ll . ll:® :irec®vel!" . 
Cat]plii.ttall JFee/JEHngllislhl 21s §iec®Hnd lL21Hngugie Fee iiHncilunirlle([}! · ii.Rn 11:lb.e turulttfoim fee 
cllnaurge«ll lbly ll:llnie· sdln®®Ils 21Hnirll llD®me by 11:llne g®veirllllllll1leimrt:' mes1llllltiHng i!Hn 
JRs. §7 .<D~ Ilmlklln iremmi!llllfurng ©unltsll:mllll([}\ftHng aig21nmll: 3® ®ffid1mlls ®ft' tllnesie Mftssfom 
foir 2 ll:o 31 yeaill's. 

According to An.nexure VIl of Indian. Foreign Servke (lPay, -Leave; 

Compensatory Allowances) [l!FS (lPLCA)] Rules, the Government of l!ndia is 

liable to pay school/tuition fee, admission. fee, registration. fee; exami.lllation 

fee, lab/science fee and complllter fee for the education of the .children. of 

fudia-based officials posted iill missions/posts abroad. The reimbursement of 

capital fee or payment to building fund and Englii.sh as Second Language 

(ESL) Feeis admissible onliy with ilie·prior approval of the Millistry. 

•Equivalent to Rs. 1,84,993 in 2002-03, Rs. 1,75,060 in 2003-04, Rs. 1,69,554 in 2004:05, 
Rs. 1,71,787 in 2005-06 taking exchange rates of March 2003, 2004, 2005 and 2006 
respectively. · 
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I 

Audit, however, noticed (May~Jube 2006) that three .Missions did not recover 

Rs. 57 .68 lakh from 30 officials bn account of Capital Fee/ESL Fee included 

in the tuition fee borne by the go~ernment as detailed below: 
I (R . lakh) upeesm 

Name of the ToW lrec~vemble amoumt 
SI. Mission/ Pell"Iloi!ll 

No.of 
No Local! currency. Jlni!llllan offidals. 

Post 
I Rupees 

1. EI, Islamabad . April 2004 to M~ch .. US$ 74580* . 32.85 19 
2006 I 

' I 
2. EI, Yangon · September 2004 tb · US$ 24000* 10.57 4 

·September 2005 I 

3. EL Bangkok April 2003 to Match Baht 1252260® 14.26 7 
2006 . I 

I -Total 57.68 30 I 
I 

Ministry stated (October 2006).~at it had regularised the Capital Assessment 

Fee in -respect' of Embassy of India, Yangon. It further stated. that the case of 

Embassy· of India, Bangkok wa~ under the process of regularisation and the 

Embassy of India, Islamabac:l p.ad been advised to send a detailed proposal for 

regularizing .the· expend~~re. It /adde~ that, ~l the three Missions had 1been 
strongly advised not to mcur expe~d1rure without proper approval from the 

Ministry in respect of inadrbssible items under Children Education 

Allowance. The ·action of the MJustry in 'regularising' the fuegularity instead 

of rec~vering the amounts from Jtb.e_ co~ce~~d ~fficers in .terms ~f ~e extant· 
rules would only encourage financial mdisc1pline ·among the Missions. ·'fhe 

Ministry may effect the necessabr recoveries and fix responsibility for·· such 
. . . . . .I .. . . 

lapses to avoid recurrence of such cases. · 
...... ·< I 

Vl~fm:~mfftiml!Jl~jiif~1!YlWIE[;i~§,. 
• I 

Sevel!ll l!n.dfan Missions puirclli~~eidl cell.war phoJID.es foir use by the illio1111.c 
entitled! officials .. and incurred ~recurring expenmtriire ·. olili. · ll."el!llUl!Ils, can 
charges. etc. in violation of th~ imtrnctions" of tl!ne Mimstry ll"esutltmg · illll 
i:r:regular eXpendib1li:"e of Rs. 1.~2 cr<Jnre during 2000c06., 

The Goveinment of Iridia (MiniJtry of Finance) allowed the fadiify of ceUular 

phones to the Secretaries in Janhary 2003 arid. to ioint Secretaries in January 
. I . . . 

2004 subject to a monthly ceil
1
ing of expenditure of Rs. 1500 and Rs~ 500 

respectively on rental· and call cHarges. 

Audit noticed that the follow~g sev~n Missions . either provided cellular , . . .. . I ·· ... · . . . ·. . ... · .. · . . . 
phones to non~entitled officials Jor purchased the phones without approval of . 

I 
• At the official exchang~ rate of 1 us~ == Rs. 44.04 prevailing in March 2005. 
® Equivalent to average rate of l Re== i0.878 Bhat. · 

. I 
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the Ministry. The irregular expenditure on the purchase of such phones and on 

the rentals and call charges are detailed below: 
(Rupees in lakh) 

SI. 
Name of Expeo-

the Period Nature of irregularity 
no. 

Mission 
diture 

I. Dhaka 2.21 2004-06 17 ceU phones (including 9 for chauffeurs) were 
provided to non-entitled officials. 

2. Islamabad 5.80 2004-06 Against 12 cell phones sanctioned by the Ministry, 
the Mission was operating 26 cell phones. 

3. Kobe 5.15 2001-06 One cell phone was purchased without the approval 
of the Ministry. 

4. Riyadh 17.22 2001-05 12 cell phones were provided to non-entitled 
officials. 

5. Tokyo 2.42 2005-06 5 cell phones were provided to non-entitled officials 

6. London 83.93 2000-05 Call charges and rentals on 38 ceU phones obtained 
free of cost from the service providers without 
approval of the Ministry. 

7. Paris 5.21 2004-05 Call charges and rentals on 11 cell phones purchased 
without approval of the Ministry. 

Total 121.94 

Non-observance of the Ministry's clear instructions on cell phones resulted in 

irregular expenditure of Rs. 1.22 crore during 2000-06. 

Ministry stated (October 2006) that though in most of the cases highlighted by 

audit, the concerned Missions/Posts had approached it for ex-post facto 

regularisation, but thF proposals could not be processed as the Ministry of 

Finance had advised (December 2003) to keep the proposals for ex-post facto 

sanction on hold till the Ministry formulated a policy on providing of cell 

phones to the Missions/Posts abroad. It added that it was virtually impossible 

for the officers to function smoothly and efficiently without the facility of cell 

phones in the present day work culture alJ over the world. The fact, however, 

remains that the Ministry has failed to formulate a policy even after three 

years of having been advised by the Ministry of Finance which resulted in 

continued violation of its instructions by the Missions/Posts abroad. Ex-post 

facto regularisation of expenditure on use of cellular phones by non-entitled 

officials or beyond the limits prescribed by the Ministry for entitled officials 

would only further erode financial discipline. 

7.6 Unrealised VAT refunds 

Inadequate monitoring and pursuance of claims for VAT refunds in five 
Missions/ Posts led to Rs. 0.97 crore remainin unrealised. 

Diplomatic Missions/Posts abroad are entitled to refund of Value Added Tax 

(VAT) paid on expenditure incurred on running and maintenance of the 

Missions/Posts. The Missions/Posts were required to maintain records to 
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I . 
ii.den.tify the amouliltts ·of VAT. paidl that were elligible for refund, file claims in 

time, pursue rejectedl claims and match the refunds received with the dai.m 

filed. 

Aud.it examination of five Missions/Posts for the period Aprill 20CH to Aprill 

2006 revealed that improper fillii.Jg, i1111.adlequ:nate monitoring mnd pursuarnce of 

VAT refund dai.ms led to non-retlllsation of Rs. 0.97 crore, as detailed in the 

Table below:..: • · I . . · . 
(Rupees i111 emu-e) 

§ll. 
Mnssiillllim!Posa 

I 

No I 
Perioidl Ammo1llllllla R.ellBllaurks 

L Embassy of llndia, Apnl.2004to 0.37 Claim was fi.Ued but not 
Kathmmlldlll Aorll 2006 . mrrsued. 

2. Colllsulate Gener31 of fudia, Apn12003to o.m Claim was not filed 
Cl:riruurmai, Thailand . Mal.-ch2006 

3. · .High Commission oflndia; · Apfil. 2004 to ·0.06 Claim was filed but l!llot 
Dar~es-Salaam Mal.-cill2006 mmmedL. 

4. . Cmnsufate. Gelllerali oflndlia, Appl2001 to 0.52 Claim was filed but lllOt 
··Durban Noyember 2005 owrsued. 

5. Embassy of llndia, Noyember 2005 o.m Claim was not filed 
Algiers to lFebruarv 2006 

Total! @.'9l7 
. 

On the matter being pofoted out nb audli.t, the Mission at Dar'"es-Sa:laam stated 

(May.2006) ·that efforts were beJg made for expeditious refund of VAT. The 

Mission at Af gJiers stated that it had noted ilie a~dit observation all'D.d had 

started dai.ming refund of VAT. I . . 

The matter was referred to the M~nistry m .folly 2006; its reply was awaited as 
.. , I 

· of Decel!)Ilber 2006 despite remin,ers. 

iVSHlil:f!m~Yli~Ilii'JiiJfiftiltfi:(l~~~I~ 
I 

fu. COl!llftJrla!'Vte!lllti@Jlll of G@wemlllllleht <!Df Jfntd!fa ({)IJrdeirs o«Jl nas OW!lll mes, the 
Mfumistcy paid Commp®site TrmJ!t'er Gll"ainmt equnhrallellllt t® one llllll®llllttb's lbiasnc . . : . . . .I . .·· . . . 
pay t® tlne @fficl.ais ·selected ®llll remmp9Jtsicy · d.eputaltion «Pf 2 tc 3 mm@ntllls 
dl!!l!°fumg tllRe · amRmn!l. Haj pillgrib.age l!"esW.tiimg lin nll"iregufill:anr n»:mymmel!llt · ®f 

. . I • 

· Rs. 93.(Dn l!all!kh rdlwnrfumg 20®3°@.S. lF1urn:1:her, ttllne MRmstcy imlstea<dl ®f irec®veirimlg 
tllne OWeJ!.1DaRd !llllllll.<!P\Ullllt aCCilllll"de~ · ex0 p®st"'.fad@ s:aumc\tfo1111 to incwring of 
e en«lirure:wJinicllll was alls® Ihm sir. 

I 
According to the Travelling Allowance (TA) Rules as amended from 1 
October 1997 aDld incorporated b~ the Ministry as Annexure XV of the lindhm 

I . 

lForeii.gn Service (JPJLCA) Rules 1961, Composite Trarnsfer Grant equivalent to 

one mollllth' s basic pay plus dearhess pay is payable to a government servarnt 

for incurring expenditure amonJ other things on the breaking up of ms/her 

establlii.shment at the station froirn lwhlch he/she is transferredl_ and on setting up 
. a household at the station to which he/she has been trarnsferrecL 
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Audit. noticed (Jf un.e 2005) that the· Ministry· selects Doctors/ Assistants, Haj 

Officers, Haj Assistants etc. for "t~mporary deputation" of 2-J m_onths to tb.e . 

Consulate General of India, Jf eddah every year dwing annual Haj pilgrimage. 

The selected offi.cialls are not alllowed to rake with them any of their family 

. members incluclin.g spouse even at their own cost Thus, th.ere is no change of 

residence or breaking up of establishment iinvolved and, therefore, fue selected 

officials in these cases are not entitled to payment of any Composite Transfer 

Grant under 1'A RU1fos. n was, however, observechhat contrary to the rulies, .. 

the Ministry paid Composite 1'ran.sfer Grarit equivalent to one month's basic 

pay to these offki.als whlch reslllllted in irregular payment of Rs. 93.61 lakh · 

_during 2003-05'. 

On the matter being pointed out i.n audit, the Ministry has discontinued (March 

2006) the payment of Composite 1'ran.sfer !Grant to the medical and other 

deputatiomsts sent to Jf eddah for Haj from the year 2006 .. 1'be Ministry shollllld 

take immediate steps to recover ilie ·composite grant th.at was irregularly paid 

in the earlier years including the period mentioned above'. . 
. . . 

The Mi.n.i.stry further stated (November 2006 and Jfan.uary 2007) that tlrne 

competent aufuority Additional· Secretary (Financial Advisor) has accorded 

ex-post facto approvall to incmrin.g of expen.diture on payment of Composite 

1'ra:111sfer Grant to the offici.rus selected for Hajcforing 2003-05; The reply is 

not tenable as according to Government of India's Decision. nm. l below Rufo 

17 of the Delegation of Financi.all lPowers Rules, every. overpayment of money 

to a pu.blic servant h.as to be regarded ~ a delbt owed to the public and an. 

poss~ble action has to be taken to recover. it. Jn. exceptionall cases oruy where 

recovery is not possible, the overpayments can, .. be waived, of , lby fue 

appropriate authority. In the present case, liowever, no sllllch action was taken 

by the Ministry. Ori. the contrary :the Ministry stated (Jfrumary 2007) iliat the 
personnel involved . are. spread. all 'over. the country arid belong. to differeht 

organisations. ]t a1s? ·stated fuat no datl. ·base· exists to show. present· 

deployment-of.those persons who w~re on deplllltatlondllllring tho~e years,•n is 

difficult to ·accept tlrne. ·argument -th.at records· of the personnel· selected for 

deputation are not availalble or that they c~otbe ireco][].structed. The action of 

the Ministry to accord ex-postfacto approval in this case·needs to.be reversed. 
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Non-institution ·of . effective I internal control mechanism in tine 
Ministry/Mission of Thlmpu resulted in excess release of Rs. 6.57 crore fo 
the Royal Government of Bhutim for a power project. The Ministry also 
made double remittance of Rsl 67.99 crore to the Mission for the same 

. . I 

purpose and excess release of ~· 22.99 crore for another purpose. These 
instances resulted in loss of interest of Rs.··ss.oo lakh computed at the 
borrowin2 rate of the Union Gdveirmnent. · · · 

.Government . of India has been ~roviding financial assisran:ce to the Royal 

Gove~ent pf ~hutan (RGOB)[ in various developmental. sectors including 
power. In order to meet the gro\\'.ing demand of power in Lhuentse dzongkhag 

and improve reliability or" the eIJctric supply, construction of 132· KV Single 

Circ~it Transmission . Line u~ih Kilikhar to Lhuentse was taken up in I . . . . 
November 2000 at. an estimate~ cost of NU 225.367 million equivalent to 

Rs. 22.54 crore. The Ministry rbleased the funds for the project through its 

Mission ·at Thimpu. While relbasing the funds, the Ministry di~ected the 

Mission to release the · fonds to RGOB only after obtaining utilisation 

certificate for earlier releases. 
. . I . 

Audit noticed (July 2005) that RtpOB Jhad completed the projectin December 

2003 ~t a total cost of R.s. 15.96 f r~re agmnst. which the Mission had! released 

Rs. B.37 crore upto October 20~3. Thus, balance assistance of Rs. 2~59 c:i;ore 
was payable to RGOB. . However, the Ministry released (January 2004) 

Rs, 9.16 crore to the Mission wfuch i'~leased it to the ROOB oh 10 February 

2004 resulting in e~cess release ~f Rs. 6.57 crore, 'J'.his fund remained outsidle 
. I . . . . 

. ·the government account for a penod of over one year with· consequential. loss 

of interest of Rs. 58;00 fakh cohiputed at the borrowing rate of 8.8 (during I .. . . 
2003-04) and '8.4 per cent (durin'g 2004-05) of the Union Goven:iment. It was 

then· decided to utilise the exc·esr amount for any of the approved Ninth Plan 
Government. of India assisted· projects in the power · sector _where initially 

agreed funds were not sufficient[ Finally, it was only in March 2005 that, the ·· 
. I . . 

First Project Monitoring Committee· in· its meeting approved diversion. of the 
. I . ' .. 

excess released funds of Rs. 6.57 crore to three other power projects financed .~ 

by the Government of India. I 
I . 

On the ~atter being pointed oJt in audit, the· Mission admitted (November 

2005) that though the project wa~ completed in-December 2003, excess release 
. of funds· came to notice only inl December 2004 ·during the Plan talks. ·This 

confirms that the funds·were reldased by the Ministry/Mission without keeping 

any watch over the physical/finahcial progress of the project. 
. . . . . . I . .. 

I 
! 
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Audit also noticed tlnat there was no effective con.trol mechanism in the 

Miruistcy to ensure that there was no double remittance to the mission. or that 

funds were not released in excess G!f acrual requirtanent A test check of 

records revealed that on tlnree occasions ( 16 November 2004, 31 December 

2004 an~ 1 April 2005) the Ministry released Rs. 25.09 crore; Rs. 64.12 crore 

and Rs. 3.87 crore to dite Mission second time for the same pl.llfJPose. WhHe the 

. Mission refimdedth.e entire double remittance of Rs; 64 .. 12 crore airi.d Rs. 3.87 

crore om 11 .famrnry 2005 and 11 May 2005 respectively, it retained Rs. 2.W 

crore ·out of double. remittance of Rs. 25.09 crore for its 'lllrgent needs an.d 

refunded the balance excess amount of Rs. 22.99 crore to the Ministry on 3 

December 2004. On the matter being poirnted outin audit, the Mission stated 

(November 2005) that it had not asked for fue remittances and these were 

made.by fue Miniistry without any demand. 

The M:i.filstry stated (faly 2006) that]t had released! funds with. the approval of 

its mtemall Finance Division keeping in view the total cost of ilie project. 

Regarding double remittances fue Ministry stated that it had noted the audit 

observation to further streamline the control mecharrlsm to avoid irecUllITence of 

doulble remittances. The fact, therefore, remains iliat non-exiisten.ce of any 

control mechamsm to moniitor the physiicaVfin.ancial progress of the project · 

, and deficiien.t internal control mechanism led to ·excess release of funds to 

[ RGOJB and doll!blie remittances to the Mission. 
I 
1 fitaii~@v~Ii!~1Wi1&1I~ 
• lFuue ®it' ttllne Mllssimns/JP'®sfts mlbnmmfill 11:® ®lblsenre iruhes mllll<rl Jlllir11Dce«llumres 
, Iregmr«lliinng J!Dmymmeimfts ®it' l!Jlmy · ml!Rcd! allllll®w•ces e1l:c. 11:® 1l:lhlenir ennnJlllil®yees 
I reslllllltte«ll. furn ®V<el!]Paiym.ell!l11: ®it' Rs. 36.:ll.4 falklhl by 4l2 Mnssfom m 1®4.l rases 
I wlhillcb wms !l'<eir:®veife«ll m11: 1l:llne fumsMli1111ir:e ®ff 2111Hrl!iit <tlhumil!Ilg Zl!ll@~g06. 

Audit examination of the records of various fudian Missions/Posts abroad 

· revealed that ilie Missions viofated · the prescribed rules an.d procedmes 

resulting in overpaymernt of pay an.d aHowances, children education 

alfowan.ce; travelling allowance an.di .other miisceHan.eous payments to their 

employees. At the :i.nstamce of audit 42 Missions/Posts recovered! the 

• overpayme!l1lt Of Rs. 36.14 lakh in 104 cases during 2004~06~ 

The Ministry stated (October .2006) iliat it. had :instructed all tt:he 

Missions/Posts abroad to strictly observe the prescribed rules and procedmes 

' in finan.ciiall matters an.d not to make overpayments to thei.r officials. The 
' . . 
. Missions were also asked to gimard against overpayments· of any kind and 

: follow the rules and procedmes in letter and sprit The fact, however, remains . 

i that . the. Missions/Posts abroad persistently viofate prescribed rules and 
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procedures despite earlier aud:i.t observations. The Ministry may fix 

responsibility to act as a deterreni against recurrence of sucb overpayments. 

gjJ_fi)ff~rBf(a~iii~ I . 

The Mmiistcy vi@latedl ll:lme ceiling f!lxed lbiy ll:~e Govell"llIDllllellllll: of fudia f())r 
providing ful!"mrure, :lt'tmll'llnisllllng~ a!lld electrical appRiian.ces at the office alllld. 
l!"esidence of the Uni.mu Min\mster olf · State alllld fumcllllll"ired iiii-regwillair 
e enililbmre of Rs. 30.84 falkh diD.rin 20®2°®4~. · · 

I . 
The .Government of India (Ministry of lFmance) enhanced (June 1997) the 

existing ceiling of Rs. 0.45 lakJi on expenditure on providing furniture and 

furnishings aU:he offices of the/ Union Ministers (aU categories) and office 

portion of their residences during their entire tenure or for a period of five 

years to Rs. LOO lakh each .. F~rther, the Govemm~n.t of India (Ministry of 

Home Affairs) prescribed (May 2004) a ceiling of Rs. 2.00 lakh for providing 

rent-free furniture and electric~ applliances in the residence of a Un.ion 

Mirnister of State .. Thus, taking be two orders togeth~r1 a Union Mirnister of 

State is entitled to· furniture, Nmishiirngs and electrical appliances upto the 
value of Rs. 4.00 lakh only. . 

1

1 · 

Audit examination of the records! revealed (January 2006) that while providing · · 

furniture, furnishings and electrical appliances to two Un.ion Ministers of State 

at their offices and residences,! the Ministry in.curred total expen.diture of 

Rs. 38:84 lakh (Rs. 24.12 lakh and Rs, 14.72 lakh) on these items dm:i.n.g 2002-
. I 

04 against the permissible limit of Rs. 8.00 lakh; Consequendy, the 

expen.dliture of Rs. 30.84 lakh ibcurred by the Ministry over and! above the 

prescribed! ceilin~ was i~egular. I. . . . . . . . . . . 
On the matter bemg pomted out ,m audit, the Mimstry stated (Apnli 2006) that 

the expenditure had. been mcurredl over the prescribed· limits. in view of the 

functional reqillrement of thb post taking into accornrnt the official 

·responsibilities of receiving and bntertaimn.g diplomats amll foreign dignitaries 

at the Ministers' offices as well Js their reside~ces. Kt also stated that the items 

of furniture/equipment supplied :to the Millllisters also indmied items supplied 

to their. personal staff. Kt added that since the expenditure incurred was oirn 

movable items of furniture, whlclh were subsequently used by their successors 

or relocated to other offices, iliese items should be treated as assets of the 
Milmistry rather. than being persbnal to the Ministers concerned. The reply 

overlooks. the fact that while prJscribin.g the ceiling, the Government of India 

had taken into account the fuJctional obligations of the Ministers and the 

Ministry cannot violate the ordlbrs on the grouridl of creating assets. Also, 
audit has not in.eluded the cost bf furniture/equipment. issued to the personal 

staff of the respective Min.isters while calculating the expenditure incurred by 
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the Ministry. The Ministry further stated (September 2006) that it proposed to 

seek approval of the Ministry of Finance for regularisation of the excess 

expenditure and decision of the latter would be conveyed to audit. It added 

that the Ministry would endeavour to adhere to the prescribed monetary 

ceilings fixed by the Government of India for refurbishment of 

office/residence of the Union Ministers. The fact, therefore, remains that the 

Ministry violated the Government of India's orders and incurred irregular 
expenditure of Rs. 30.84 lakh. 
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·. · · · · (Refell'S to bu paragraph 7 .2) . · · · 
Details of wmautlnorised expenditure mchrred by the Missions and Posts OJID. accmm.t of I . . • 

Mission/ Post 
Riyadh·· 

Dubai 

Johannesburg 

Bahrain 

Tunis 

Luanda 

Jeddah 

Lagos 

Gaborone 

Pretoria 

Lusaka 

Manila 

Kyiv 

engagement of contingency Jlllaid staff 
. . I . 

Post 
Clerks (Five) 

Clerks 

Clerks and 
Social 
Secretarv 
Gardener 

Gardener and 
Maid 
Receptionist­
cum-Typist, 
Interpreter and 
Chauffeur 
Clerks and 
Chauffeiirs 
(Six) 
Clerk, Typist 
and 
Messenger 
Clerk ano 
Receptionist 

Cleaners 

Gardeners 
(Six) 

Period I 
2002-05 I 

I 
2003~04- I to 
fone2005 
2003-05 I 

I 
·December! 

1996 to $uly 
2005 I 
2001-05 I 

August 2po2 
to June 2005 

I 
I 

2003-05 I 
August 2p01 
to June 2005 

I 
May 2002 to 

. . I 

August 2002 
and I 
December

1 

2004 to May 
2005 I 
2002-m I to 
May20051 

I 
. I 

I 
April 200~ to 
May2005

1 

i 

I 
Clerk and 2003-05 
Cleaner 

Caretakers October 2002 
I 

to January 
2006 I 

Amount-
48.02 

54.76 

9:10 

9.36 

8.28 

6.36 

3.87 

3.06 

0.71 

10.68 

5.25 

3.56 

5.18 

45 

(Rupees in lakh) 
Nature of.inemiHarity 

Contingency plli.d · staff · were 
engaged for regular work without 
the aooroval ofthe Ministry. 

- do -

-do- · 

-do -

- do -

- do -

- do -

-do-

- do -

The Mission had a regular local 
post of cleaner which was lying 
vacant. It continuously hired 
services of cleaners pllid from 
contingencies without the 
aooroval of the Ministrv. 
fu addition to one sanctioned post 
of gardener, the Mission has 
engaged 6 (six) gardeners on 
contingent basis regularly without 
the approval of the Ministrv. 
The Mission engaged 
contingency paid staff for regular 
nature of work without the 
annroval of the Ministrv. 
Two caretakers were employed 
on contingency basis without 
aooroval of the Ministrv. 
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i (Rupees in laklh} 
Mnssiionn/ Jlloslt lP'ost lP'ieniOO!. Ammo11Dnn1t N1111t11mrie of firll'eirullainiey 
Athens Clerk · .Turne 2004 to 2.35 

December .. 
Contingency paid cleaner and 

2004 
Cleaner April 2004 to 7.44 

Clerk was hired without approval. 

October 2005 
Biriningham Contingency April 2003 to 277.98 .11 to 19 contingency prud staff 
I paid staff. March2006 'was hired for consular services. I 

~elgrade Gardener Apri.12003 to 5.34 Gardener on contingency was 
I March2006 em1Dioved without approval. l 

The Hague Clerk February· 5.30 Clerk was · appointed on 

I 2005 tci contingency basis; 
I January 2006 I 

I .. Total! 4167.2® .· 

I I -----------,------:-46-=-------------
I 
i 

•I 

i 
I 
I 

•. 

.f 

l-
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I ' 
Annexure-B . .· . I . . . . , 

(Refers to in paragraph No. 7.3) 
Details of expenditllre incurred ~Y the Mission on purchase of stati.ollliery' 

in excess of delegated powers 
I (R . lakh) UTJees.m 

SI. 
Name of the Mission Year 

Expenditure Permissible Excess· 
No. . incurred · limit expendi.tunre . 

1. EI, Abu Dhabi 
2004-05 5.00 1.70 ' 3.30 
2005-06 3.27 1.72 1.55 ' 

2. HCI, Colombo 
2004-05 .10.11 1.70' 8.41 
2005-06 8.36 1.72 6.64 

3. HCI, Dhaka 
2004-05 8.16 1.70 6.46 
2005-06 7.54 1.72 5.82 

4. EI, Doha . ' 2005~06 2.80 1.72 1.08. ' 
·2002-03 2.69 l.85 0.84 

·'· . ' 

5. CGI,Durban 
2003-04 4.68 1.75 2.93 
2004-05 6.09 1.70 4.39 
2005-06 3.36 1.72 l.64 ·' 

6: HCI, .Kuala Lumpur 
2004-05 5.89 1.70 4.19 
2005-06 3.22 1.72 1.50 

7. EI, Muscat 
'2004-05 3.81 1.70 2.lL. 
2005-06 3.73 L72 2.01 
2003-04 I 2.77 1.75' 1.02 

8. HCI, Nairobi 2004-05 I 3.98 1.70- 2.28 
2005-06 I 3.06 1.72 1.34 
2002-03 I 23.50 L85 21.65 I 

9. EI, Riyadh 
2003-04 I. 21.14 1.75 19.39 
2004-05 I 12.70' 1.70 11.00 
2005-06 I 10.26 1.72 8.54 

IO: HCI, Singapore 2004-05 I 3.39 1.70 1.69 
2002-03 I 5.88 1.85 4.03 

11. CGI, Sydney 
2003-04 i 8.21 1.75 ,' 6.46 

2004-05 I 4.79 1.70 ' 3.09 I 
2005-06 I 5.00 1.72 3.28 

12. EI; Tripoli 
2004-05 I 2.16 1.70 0.46'. 
2005-06 I : ' 1.76. 1.72. 0.04 

13. HCI,Islamabad 2004-05 ' 5.51 L70 3.81 
2005-06 i' 5.52 1.72 3.80 

14. EI, Algiers 2004-05 I 1.99 1.70 0.29 
15. HCI,Male 2004-05 i 2.16 1.70 0.46 

16. El, Kabul 
2004-05 I 3.51 1.70 1.81 
2005-06 I 5.00 1.72 3.28 
2002-03 I 3.97 1.85 2.12 

17. EI, Bangkok 
2003-04 I 3.37 1.75 1.62 

. 2004-05 I 3.27 ' 1.70 1.57 
2005-06 I 3.09 1.72 1.37 
Total I 224.70 67.43 157.27 

·1 

! 
! 

. ' ' 

' 

47 

__ ,. iii 

<i 



: Repor:t No. 2 o/2007 · 

: . -

. ~I~:::Jii~'Qri~£1§~i!~!»:trf{@T~l1'lliI4~~!>9.Jiii~~~~--2r:m:~I~rm~!!Jiil:lrt. 
Absence of validation checks led to, acceptance of investments in excess 
of prescribed limit in respect of 8 per cent Relief Bonds 2002 by 

1 Rs. 127.70 crore arid liability of Rs. 51.08 crore towards interest on the 
excess nnvestment. 

· A deposit Scheme of 9 per cent Relief Bonds was introduced by the Ministry 

, of Finance in the year 1999. The rate of interest was reduced to 8.5 per cent in 

; 2001.The Ministry ofFinance (Ministry) vide notification dated 28th February 
l . . . 
: 2002 farther reduced the rate of interest to 8 per cent and restricted the 

maximum limit of investment to Rs. two hkh per investor per annum with 

· effect from March 2002. The Ministry vide notification dated 22_ April f.002 

' relaxed the maximum limit to investments made by retiring employees subject 
:, to the following conditions: . 
' 

· ~ · Investment was· made within three months from the date of full & final 

settlement with supporting document froin the employer indicating that 

investment was made out of retirement/teiminal benefit. 

~ Affidavit to the effect from the investorindicating that.funds.initially 

invested in relief bonds were out of retirement/termi~al benefits in case 
· of reinvestments. 

, The Reserve Bank of India (RBI) acts as the nodal agency for monitoring 
! . . . 

\Public' Debt and the Public Debt Offices (PDO) in various states of India and 

'.monitors transactions of 8 per ceni Relief Bonds 2002. In May 2002, the RBI 

clarlfied that an individual could invest Rs. 2 lakh in addition to Rs. 2 lakh as 
Karta of HUF. Various PDOs, Public Sector Banks and private banks across 

i the country were authorised to collect amounts of the said bond. The RBI had 

:inter alia advised (May 2002) the banks to obtain a declaration from .investors 
1(both individual and karta) to the effect that aggregat_einvestments in the bond 

did not exceed Rs. two lakh during 2002-03 and no interest would be payable 
:on the amount of inv~stments found ill excess of ceiling limit. 

!An analysis of data pertaining to RBI/Agency Banks in 10 States using 
Computer Aided Audit Tools (CAA T), however, revealed: 

0 Absence of proper validation checks in the system regarding 

investment ceiling and failure/non-existence of compensatory manual 
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checks resulted in acceptapce of excess . investment in. 2573 cases 

amounting to Rs.127.70 crore. ·. . . 

0 . Liability of Rs. 51.08 cror~ ~as incurr~d a~ int~rest at the ra~e o~ 8 per 
·cent per annum oil excess mvestments m violation of RBI gmdelines. 

@ The R~I/Agency banks hadlaccepted the e~cess in~es~ent of Rs. 5;~1 
crore m 322 cases and refunded Rs. 1.46 crore relating to 108 cases 

(August 2006) thereby av~!di~g potential loss of Rs.' 0:41 crore o~' 
. · account of interest. I 

The ~~tter was b~ought to the notiJ(( of the Mini~try in Septemb~r2006; i:epl)'. 

w.as awaited as of December·2006. 

JHRim!Rln1~[!i!f![!i~m!~-~~~ I 

fj}fl}jy!fg~i\1~{\fl[~ 
':_' 

The Ministry released Rs, 100 crbre to National Ballllk for Agricultunre a!llld. 
Rural Development (NABARD)I on 31 March 2003 under the scheme 
"revitalisation of co-operative credit stmcture" ft!lll antnci]lllatfo!lll l!llf the 
passage illlf. Banking Regufationl (Amendment) B.m ].1m the Parlliiament, 
Consequently' the am.om11t remaiiied. mu1tilised for th.Ji."ee yeall."S. ir:es1iumng Ill!ll 
1oss or interest or Rs~ 2s.3o crore,I · ·· 

The Government of India constiJted (April 1999) a Task Force Committee 

under the Chairmanship· of the theh Deputy Governor, Reserve.Bank oflndia 

for studying th~ functioning of th~ rural credit system and suggest measures 

for its strengthening .. The Cormpitlee submitted its report in July 2000 which· 

was again considered by the Joinr Committee on 'Revifal.isation ·Support to 

Co-operative Credit Structure' under the Chairmanship of the then Minister of 

State for Finance .. Based on the re+mmendations of these two committees, th~ 
National Bank for Agricultur9 and Rural Development (N.ABARD) 
formulated (JUiy 2002) a scheme for revitalisation of co-operative credit 

structure which envisaged financi1 assistance of about Rs. 14500 crore '.to be · 

shared between the Union and Staie Governments in the ratio of 60:40 (90: 10 
I . 

in the case of states of North East and Jammu and Kashmir). The assistance 
was subject to the condition that the State Governments would carry out legal 

reforms in the co-'operative systefu and grant financial autonomy to the co­

operative credit institUtions in th~ir governance and permit them to function 
. I 

strictly according to banking laws. Accordingly the Banking Regulation 

(Amendment) and Miscellaneous !Provision Bill, 2003 was :introduced in the 

Lok Sabha in August 2003 rich. was subsequently referred to the 
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Parliamentary Standing Cominittee on Finance for examination. Since the 

Co.mmittee could not submit its report before dissolution· of the Lok Sabha :i.n 

March 2004, the said bill could not be passed by the Parliament. The scheme 

had, however, already been announced fo the Budget for the year 2002-03 

with a token provision of Rs.100 crore. 

Audit noticed (March 2006) that in anticipation of the passage of Banking 

Regulation (Amendment) Bill in the Parliament and without circulatl.ng the 

conditions attached to the scheme, .the Ministry released interest-free loan of 

Rs.100 crore to NABARD on 31 March 2003 merely to avoid lapsing of 

funds. It w:a.s also observed that the funds were released on the last date of the 

financial year in violation of General Financial Rules according to which rush 

ofexpenditure particularly in the closing months of the financial year is to be 

regarded as a breach of financial propriety. Since the said Banking Regulation· 

Bill had not been passed by the Parliament, the scheme could not take off with 

the result that NABARD could nor utilise these funds. NA.BARD instead of 

investing the funds in saving/short term deposit, kept the amount in its 

Suspense Account. . · R was only. in February . 2006 that the Ministry asked 

NABARD to refund the unutilised amount though according to the terms and 

conditions governing grant of foan, the latter. had . to submit utilisation 

certificate within two months · from the date of drawal of· the amount. 
' ' 

Thereafter, NABARD refunded the amount. on 11 March 2006. · 

Thus, premature release of funds without necessary amendment in the 

Banking Regulation Act which was necessary for the. scheme to take off, 

resulted in non-utilisation of Rs. 100 cro.re for three ~ears. While the 

substantial amount that could have been fruitfully u.tilised elsewhere remained 

blocked in NABARD, the government lost Rs. 25.30 crore as interest 

computed at the borrowing rate of.the Union Government. 

In· response to the audit observation, the Ministry stated (June 2006) that 
1 interest-:free loan of Rs. 100 crore released to NABARD remained unutilised 

due to hon-formulation of the scheme for revitalisation of the Co-operation 

Credit Structure. 

! 
! ' 
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~~~~il~l!l I . 
flh~1r_1m11~~!ifffm~n@!!!q~~~~µ11!Ir~Nt~it~rq\Zff~i!fil!i!i~ 
Falllmnre of 1tlllle Miimstlt"y to mmuitorjthe prncu.nll"el!llJlelt1lt ([J)f mosquito ltll.ets bJr:o-~~e 
Hospital §ervkes Cons1!lllitancy (Corpom1tfon (IIrndlia) Um.ted .unmder llhie 
Mafari~ Enndiicatimn Proglt"amme9 f es11.dted Jin pumdlnase of sUllb-stimdiinrd lnetso . 
Consequel!lltlly, expenditure o1f RSo Zo54 crnre iincuued ((J)lt1l this accoullilt so· far 
lhias been wastei'Jlllt. AddlH:io1ma1llly, Rso lo83 Clt"((J)Jl"e Jrnas lt"emained lb>foclked wi!l:h 
H§CC for 5 yearso Full."thell", eXJlllelm~iiture olf Rs. 51068 .fakJhl hais beeJm incumred 

. . I 
1!llpti!ll November 2005 and rec1l!lJrJrn)lllg momnthly expem:l!imre of JR.so «b.89 . falklhi 

. I . . 
contmues ((J)JID. payment of rent l[J)f 1thf godloWllll whell"e the s1lllb-s11:al!lldlaird nets a!l"e 
sforedlo · I · 

Jin .order to protect an estimated pop~lation of 20 lakh persons from the high risk . 

of severe malaria in the remote areak of north-eastern states, the Ministry placed 

(July-August 2000) ·.an indent wi~. the Directorate of Natiqnal Anti Malaria 

Programme (NAMP) for prpcurement of 10 lakh nylon mosquito nets [nets] (8 

lakh single size and 2 lakh double ~ize) through Hospital·· Services Consultancy · 

Corporation (fudia )' Limited (HSCC): at ~ total cost of Rs. 18 .16 crore. According 

to the contract executed {August 19Q9) by the Ministry with HSCC, the latter was 

responsible ·for inspection . of good~ by duly qualified officers. The Mfoistry 
I . . 

accorded (December 2000) expendi~re sanction for Rs. 18.16 crore and reieased 

advance paymerit o.f Rs. ~.31 crore f .o HSCC whi~h included cons~ltancy. fee of 
Rs. 5.12 lakh. The fatter m tum proGured 7.18 lakh nets (6.43 lakh smgle size and 
. . . . , . . I. . . . .. . . 
0.75 lakh double size) valuing Rs.12.75 crore during February-April 2001 from 

. . . . . . I. . , 
three firms 'X', 'Y' and 'Z' for which it released part payment of Rs. 2.49 crore 

to fi~ 'Y' in March 2.00L These n~ts were despatched to the north-eastern: states 

for distribution among the public. 

Audit noticed (November.:.December 2005) that the firms supplied sub-standard 

nets and the Ministry came to know/of it only when it received (February 2001) a 
· complaint through the Central Vigilance Corrimission. Following thi.s, the 

Ministry got the samples of nets sup~hed by the firms tested. at the Indian Institute 

· of Technology (IlT) Delhi whicli were evaluated by an expert committee 
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. i . . 
qomprising officials from various· departmenti;1 who opined (June 2003) that in . 

~iew of huge variation in the quality of nets particularly with regard to important 
! 

{?arameters such as bursting strength, size and number of holes etc. with the 

~ureau of Indian Standards (BIS) specifications, these nets were unfit for use·. 

'thereafter, the Ministry advised (April 2001) the State Qovemme,nts/HSCC. to. 

ifiunediately stop distribution-of the nets~ By that time, 1.83 lakh nets (L23 lakh 

s'i.iigle size and 0.60 lakh double size) valuing Rs. 3.42 crore had already been 
I,.. ·- • . •· . . - . - . . . - .· . 

distributed by the Governments. of Nagaland (0. 10 lakh each of single· and double 
I ·. . . - . . . . . ·• . - -

· s~ze), Mizoram (0.63 lakh _single size and 0.50 lakh double size) arid Manipur 

(0.50 lakh single size). HSCC issued (March 2003} notices to aU the three firms 

fpr taking back t4e sub..:standard nets lying in the godown at Guwahati. The firms 

rkfused and filed writ petitions in the High Court of Ddhi. While the petition of 
I . . • ·.·. . .· . . . . . ., . . :. . .. . . "·• ... 

f+rm 'Z' was dismissed, firms 'X' and 'Y' withdrew their petitions and invoked. 

arbitration. The arbitration proceedings had not been finalised as of September 

2bo6~ In the meantime, 5.35 lakh nets (5.20:lakh single size and 0.15 lakh double 
i . . ·.. . . . . . . . . 

s~ze) vafoihg Rs. 9.34 crore were lying in a hired godown for which rent of 
I . . . . . . . . . . . 

Rs. 51.68 lakh had been pa].d during Februaiy 2001 to November 2005 at the 
I . . . . . . 

~onthly rate of Rs. 0.89 lakh which is continuing on recurring basis. · 
i . . . . . . . . 

Failure of HSCC to conduct inspection of the goods and t}]e. Ministry .in 
I . . . . . •. .. . . . . 

efercising effective oversight, l_ed to procurement of :sub-stanqai.-d nets thereby 

d~feating ,the objective· of providing relief to· a vast pop11lation from severe. 

~alaria in high risk. areas. . The . expenditure of Rs. 2.54 crore incurred on 

procurement of net.s ·and consultancy fee to. HSCC has also been wasteful. 

Fhrther·, Rs; 1.83 crore hasremained blocked with HSCC for 5 years. A loss of .. , •. 
' . . 

itjterest of Rs. 89.69 lakh worked out. at: the borrowing rate of the. Union 
I . 

qovernmentis also attributable. to this. Additionally, Rs_. 51.68 lakh has so far 

b~en spent on storage of sub-stand~d nets in hired godown. The procurement 
. I •. ' • • .· . •. • . • . 

p~ocess leading to supply of defective nets to some areas and no supply to the 
oihers, adversely affected the objectives as wen as the credibility of the Malaria 

f . . . . . 
Etadication Programme. · · · 

~response to ·the audit.observation, the Ministry on the one hand.stated (August 
I . . . . . . . '· . , 

2qo6) .that a joint pre-despatch physical inspection of the nets ~onducted by 

H~CC during January - March ~001 had revealed that the nets supplied were of 

1 'ljextile Department (TIT), Armed Forces Medical Services, Nati~nal Institute of Communicable 
Di~eases, Regional office of the Textile Ministry (NOIDA) and National Anti-Malaria 
Programme. · 

i 
i 

' '1. 
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i 
the requisite quality, but on the oiher hand admitted that the government had 
suffered substantial loss due to proburement of sub-standa~d nets. It added that 

. . I 

the case regarding supply of sub1standard nets· was entrusted to the Central 
Bureau of Investigation (CBI) for investigation in April 2001 who advised 

I 

(September 2003) the Ministry to close the case. The Ministry has not intimated 
I 

the reasons for closure of the case 9y CBl However, the fact that the samples of 

. nets were initi~lly certified to be of lthe requisite quality but later ~omplaints were 
, ' . I · .. · . . . . 

received about the quality and IlT,i Delhi reported that the nets supplied did not 
conform to the specifications, raiJes serlous concerns. about quality testing of 

. i . . . 
goods supplied and their acceptance. The chain of events above indicates that 

. . I . 
accountability and institutional probity which are key to procurement credibility 
were lacking in this ca~e, Tbe offiJials involved in conduct of procurement were 
not.held responsible for th~ action~ and decisio~s taken by them and for causing 

I . 

such loss· arid its adverse impact dn the implementation ot' Malaria Eradication 
. . . , I . 

Programme. · · I · 

I 

~!tt~J!Iitifgt!!~§fil!fil · . I 
I 

~.gX2&~2£t;r:~£~~~qf'r~P:l I 

· Safdarjung Hospital, ;New Delhi ~ad failed to .recover licence fee at the rates 
prescribed by the government .f ot the space provided to the Bank of Baroda 

I . . . 

resulting in short recovery of ~ent of ·Rs. 29.54 lakh for the period lt'mm. 
March 1999 to November 2006 w~ch was recovered at the instance of alllldit. 

1 I,· 
. . I . 

Audit noticed (January 2006) that Safdarjung H()spital, New Delhi, had provid~d . . . I . , .. 
(July 1986) office space measuring J38 square m:etre to the Bank of Baroda 

within its premises at. a 'provisi~nal' licence _fee of Rs. 3108 per month as 
assessed by CPWD. The agreement executed with.the Bank in July 1986 did not 
contain any clause abo~t its validitt periodical increase in the rates of licence fee · 

or t~rmination/extension of the Ibase period. The Bank which started as an 
Extension Counter under the S~fdarjung Enclave Branch, New Delhi, for 

pro~iding banking facilities to the [Hospital, its e~ployees and patients. had been 
upgrad~d (October .199S) to a tup fledged bra~ch. It was. also observed that 
despite audit's suggestion ,in 1995 for re-assessment of the licence fee, the 
Hospital did not take. any action ih the matter. Audit noted that the licence fee 

. . . !' . 

charged by the Hospital was far ~ess, than the rate of Rs. 220 and Rs. 249 per 
square metre per month prescribed by the government as chargeable from banks 
with effect from 16 March 1999 4a 1 April 2002, respectiv~ly. The licence fee 

I 

I 
I 
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recoverable at this rate worked out to Rs. 0.30 lakh and Rs. 0.34 lakh per month 

re~pectively as against Rs. 3108 charged to the bank. Consequently, against the. 

tofaLrent· of Rs. 30.32 lakh recoverable by the Hospital it had reco~ered Rs. 2.87 
lakh only resulting in short recovery of licence fee by Rs. 27.45 lakh during the 
period from 16 March 1999 to 30 November 2006. 

' . 

Further, at the request of the Bank, the Hospital allotted (February 2002) 
I . . 

a~ditional space of 15 square metre to it for opening of Automatic TeHer Machine 
(ATM) at a token licence fee of Rs. 100 per month. Again the Hospit~l failed to 
recover licence fee at the government prescribed rate from the date of allotment 
u~to November 2006. The licence fee for the additional space recoverable at this 
raie worked out to Rs. 2.15 fakh against which the Hospital had recovered 
R~. 0.06 lakh only resulting in short recovery of Rs. 2.09 lakh .. 

Thus, faih.~re of the Hospital. to charge· rent prescribed by the government result~d · 
in 1short recovery of licence fee of Rs. 29.54 fakh (Rs. 27.45 lakh and Rs. 2.09 
1fil9i) for the period from 16March1999 to 30 November 2006. 

On the matter being pointed out in audit, the Ministry stated (J ahuary 2007) that 

the Hospital had recovered total arrears of Rs. 29.54 lakh from the Bank. 

'! ' 
~n;mai~:"J:iiiif~~@[d_iff~~2li~E.U~11t\[~w~~!@J~m 

~~3~~tI~rIDJiiill~~~li!~1ill!Jr~ . 
I 

I$Cl[Jllt"Ir'ee1l: d.ed!sfol!ll l[Jlf tlhle lillllsti1l:1lllte to ]pll"l[Jl<CUllJre alill 66follll-Al!llallyseir9 9 mthout 
any ireq1lllRJremellllt atJlll([Jl al!§([]) wntlln.m111l: jp]i"i[JljpCll" pfal!D.Illlllllllg aim([][ JiimfiraS1l:J:l."UlldUl!Jre 
11."esuniltedl nmi allll falll!e and Ulmll"ll.lllltft'un exlJ]eJ!lldnm.re of Rso 2@ falklhl.o 

fa fone 2000, the Sanitary Engineering Department of the AU India Institute of 

Hy:giene and Public Health (AIIHPH), Kolkata submitted a proposal to the 
Director of the Institute for purchase of an 'Atomic Absorption 
Spectrophotometer' to be utilised for the propose of analysis of heavy metals, 
required for research programme of the Institute. The Director, ADHPH, however, 
faV:ored the purchase of an. 'Ion-Analyser', as he considered the equipment better 
tha.p the 'Atomic Absorption Spectrophotomet~r' and sent back the proposal to 
the: department with his recommendation. The 'Ion-Analyser' was to be used for 
analysis of various heavy metals and transitional elements in sample of water, 
wa~te paper, soil, biological materials and matrices, etc. required for the various 
activities of the Institute. 
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· In September 2002, after a lapse of kore than two years, the Sanitary Engineering 

Department accordingly forwarded I a proposal for purchase of an- Ion-Analyser. 

The Director approved the propos
1

hl and decided to procure two sets of Ion­

Analysers. The second set was to pe installed at the Biochemistry & Nutrition 

Department, even though· the Deparment did not place any indent for the same. 

No justification for the procurement of the second analyser, in absence of any 

indent1 was produced to audit. / · . . . . 

After inviting open tender AIIHPH ·decided to purchase the two sets of 'fon­

Analysers' at a total cost of Rs. 39.:94 lakh (Rs. 19.97 lakh each),. and placed the 

supply order in March 2003. The t~o Ion:.. Analysers were delivered within March 

2003 and were installed in April /2003. Total payment of Rs. 39.94 lakh was 

released to the supplier in March ~003. The ·second Ion-Analyser, hqwever, was 

installed at the Occupational Health Department instead of at the Biochemistry 

and Nutrition as proposed.initially[ while neither of these two departments had 

placed any indent for the equipm~nt. Audit examination disclosed that the Ion 

Analyser installed at the Occupatiohal Health Department was never utilised. The 

· equipment was thus lying idle ~nd unutilis~d since its installation at the 

department, as of April 2006 i.e. fbr more than three years. The Institute had so 

far not entered into any ~ontract forJ the maintenance of the equipment. 

Thus, decision of the Institute to prbcure the second Analyser without any specific 
I . 

inde~t from the user resulted in unftuitful expenditure of Rs. 20 lakh. . . I .. 
The matter was referred .to the Ministry in July 2006. The Ministry replied 

(October 2006) that an Inquiry Cotlumttee had been set up to look into the details 

and reasons as to why the machitle was still lying non-functional. The Inquiry 

Committee was asked to submit th6ir report within 15 days. The final reply of the 
Ministry was awaited as of Decem~er 2006. · · 

. I 
. I 
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(.._ ____ c_H_A_P_T_E_R_x_:_MINI __ sT_R_Y_o_F_H_o_ME __ A_FF_A_m_s ___ _J] 
Indo Tibetan Border Police 

10.1 Irregular attachment of lndo Tibetan Border Police Personnel 

The Director General, lndo-Tibetan Border Police atta~fled a large 
number of officials, withdrawn from various field formationS/tmits and 
deployed them in the Directorate in excess of the sanctioned strength 
and violating instructions of the Ministry of Home Affairs in this 
regard. The expenditure on pay and allowances of the attached staff 
over and above the sanctioned strength for the period 2003-2004 to 
2004-2005 alone was Rs. 5.19 crore. 

The Indo-Tibetan Border Police (ITBP) is headed by a Director General under 

the Ministry of Home Affairs. Its headquarters is located at New Delhi. Its 

sanctioned strength is determined by the Ministry of Home Affairs (Ministry). 

The Ministry issued instructions (May 2005) to all heads of paramilitary 

forces to detach the personnel attached in excess of the sanctioned strength. 

Only in exceptional and unavoidable cases, attachments could be regularised 

by the competent authority in individual cases and that too for very short 

periods. 

Audit examination revealed (June 2005) that as against the sanctioned strength 

of 283 officials, 264 officials were in position in the Directorate. Against thi s 

shortage of 19 officials, the Directorate had withdrawn 262 officials from its 

field formations/units and attached them to its different wings without the 

approval of the Ministry. Of the total attached officials, 110 were from 

general duty cadres who were supposed to be fighters at the borders, 19 cooks, 

45 drivers and 88 from other cadres such as instructors, safai karamcharis, 

washermen etc. Some of the officials were found attached from periods as far 

back as 1990. The expenditure on pay and allowances of officials attached 

over and above the sanctioned strength for the period 2003-2004 to 2004-2005 

alone was Rs. 5 .19 crore. Attachment of large number of officials at the 

Directorate for such long period was irregular and also contravened the 

directions of the Ministry issued in May 2005. 

In response to the audit observation, the Ministry intimated (July 2006) that 

ITBP after receiving the Ministry's above cited instructions reviewed the 

whole attachment with Directorate General and brought it down from 262 to 

170 and an exercise was on to reduce the attachment to the barest minimum. 

It also stated that the attachment of personnel over and above the sanctioned 

strength had been resorted to due to compelling circumstances for attending 

work relating lo procurement of stores for equipping disaster management 
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I . 

battalion, creation of procurement cell, functioriing of control room on round 
. I 

the clock basis and· also to attend unforeseen circumstances. It also stated that 
I . 

DG ITBP was authorised to attachpersonnel'fro:th one un:ittoan9ther, keeping 

in view functional and operatioAal requirements. The reply IS not tenable as 

the Directorate had been resort~g to attachment of large number of personnel 

since 1990. The procurement ofl stores/equipment and attending to the control 

room etc.· were regular functions .. of the Directorate and ITBP cannot ignore 

the instructions. of the Mirhstry . by attaching officials. fr!)m field 

formations/units and in exces~ of · the valid sanctioned strength of its 
I . . . 

Directorate for prolonged perie>?s. Moreover,. attachment of large number of 

cooks, drivers, instructors, safai karamcharis etc. can not have much to do with . . I . . . . . . 

procurement of stores or attending to .control room. Further, attachment of 

personnel from various field fodnations/units depletes their men-in-position at 

operational level. / . . 

! 

=~~=~~~~m 
The Director General, Border Security Force (BSF), in violation of 

. I 

scales laid down by the Ministry of Home Affairs, withdrew 158 
vehicles from various field fJrmations/units and deployed them at the 

I 

BSF Headquarters in addition to its 100 authorised vehicles. . The 
expenditure of Rs.1.76 crorJ on petrol, oil and lubricants (POL) and 
repair and maintenance of these attached vehicles for the period 2004 
to 2006 was thus irregulat. The action also affected operational 
effectiveness ofthe field unitsl · 

I 
The Border Security Force (BSF) is headed by a Director General under the 

Ministry of Home Affairs and i,~s Headquarters is located at New Delhi with 

more than 150 battalions and trhlmng institutions located in different parts of · 
. I 

the country. In September 2001, the Ministry had laid down scales· of motor 
. I . . . 

transport for Headquarters and I various units of BSF and authorised 10,928 

vehicles of different categories to BSF. including 100 vehicles for its 

Headquarters. 1. . 

Audit noticed (April 2006) thatl in addition to its authorised 100 vehicles, the 

Directorate of BSF had withdrawn 158 additional vehicles from the field 
I 

formations/units and deployed them in its Headquarters at New Delhi. These 

additional vehicles had been d~ployed without the approval of the Ministry. 
I 

The expenditure on POL, repa'.ir and maintenance of these vehicles for the 

period 2004-05 to 2005-06 alo6e amounted to Rs. 1.76 crore. Retention of 

such large number of vehicles oh regular basis violated the authorisation of the I . . . 
Ministry issued in September 2001. 

I 
I 
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• fu response to the audit observation, the Ministry stated (October 2006) that 

the number of surplus vehicles: had been reduced to 125 and admitted that the 

: concerned field-· formations from where the vehicles had been withdrawn were 
I . 

i put to inconvenience; It further stated that though there was expansion. of 

. force and_ increase in its workload but the proposal for additional vehicles for 

.. the force could not be taken up due to ban on purchase of new vehicles. 

i The reply is not ten.able as the Government of India's orders of Noverribei 
I . . . . 
i 2005 regarding ban on purchase of new vehicles is not applicable to Defence 
: Forces and Central Para Military Forces. The action of the BSF · o:f 

1 unauthorised retention of excess vehicles at Headquarters without the approval 

of the Ministry was irregular and it affected the operational effectiveness of 

the field units from where these vehicles were withdrawn. 
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i!~li~~~efi~'.Qiif~~ll'i!jl;::E,~~!i!l!ji~~lUm~,m~~ 

~~t1M!~l 

Faiilluure of t!:lhue Mimstl:ry iillll mohifoll'lillllg 1llltl:Jiilii.satti<m of gll'~mt!:s l!'eleased t!:o t!:Ilne 
Govemmelllltl: . of . Mrunamsllntra foll' est!:abilishlillllg/llllJP>gll."adtnl!llg Distll'ilctt 
ll:nsfitl:UJiies of Educattiirnm Tll'aiJirrng i-esllllllted iilll icUfurng of RS, 4,84 c1roll'e for . ' " ' ' ' ~ ' ' 

Illliilllle years, Furtlhleir, Jit also f*nRerll to l!'ecove~ 1ll!Jllls][J>ellllt gll'allllt l[J)f Rs, 2®,41 
Iaklln beiilrng l!'etl:aillll.ed by the Zilla Salksllnairta Samntli, Karimgairnj, Assam for 

eriods nm 'n fll'om two to f~mur ·· eal!'s, . 

. ~udit scrutiny (October 2005) Jf the records of the Ministry revealed that it 

had not,. been adequately monitbring the utilisation of grants .released to the 

S,tate. G~v~mment and Zilla s1aksharta Samiti, and the unspent grants had 

been lying with them for co~sid~rable periods as detailed below'. . 

31) ' <:U:dniillllg offllllIDldS wntlhl GcJel!'J!]J!JllHel!iltl: of Malb.al!'aslilt!:ll'a 

the Mimstry ~f Huma~ Resburce Development (Ministry) launched. a 

centraliy. sponsored scheme of I teacher education in 1987,.88. Th,e schem~, 
interalia, induded · establishment of District Institutes · of Education and 

Tntlnlng (DIET) by upgradatioh'or' existing Elementary Teacher Educatfon 
. . ,·. , I . .. .. . , 

fustitutions (EIEil) wherever possible and establishment of new DIBTs where ,. . . . . . , I .. , . , , .. , . 
necessary. Under the scheme, recurring and non-recurring central assistance . . . .. . . I . . 
was being released to the State/Union Territories Government : . ,.·. , .. , I . . ... 

Audit examination revealed (9ctober 2005) that the Ministry had released 

non-recurring grant (for civil wprks and equipment) of Rs. 6..05' crore during . . . . I 
1;995-:96& 1996-97 to the Go~ernment of Maharashtra for establishment of 
151 DIBTs.. Audit noticed that the State Government had utilised Rs. L21 

cror~ ·Off upgrad.ation of three I DIBTs and the balance Rs. 4.84 crore had 

remained .unutiiised. The Ministry aUowed the unspent.grant to be carried 
. , I . . . 

forward by the State Government year after year. despite the fact that the, land 

for construction of building was I not available with the State Government. The 
release of grant pf Rs. 3.37 crm:e in 1996-97 and permission to carry forward 

1,lnspent grant of previous year: was against the provision in the Ministry's 

sanction releasing the grant of ~s. 2.6,8 crore for the year 1995-96 stiplilati.ng 

that further grant wolllld be rr1eased on receipt of report from the State ·, 

1 Ahmednagar, Satara, Ratnagiri, NagJur, Bhandara; Wardha, Nasik, Thana, Jalna, Jalgaon, 
Y eotrnal, Solapur, Gadchiroli, Sindhtdg and Sangli . 

I 
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Government of the utilisation of assistance for civil works and equipment to 

the extent of 75 per cent and corresponding physical progress of work. The 

State Government could manage land for 8 DIETs during 2003-04 and for 3 

DIETs during 2004-05. Land for one DIET was yet to be acquired. The 

construction work of these 11 DIETs where the land had been acquired had 

also not commenced. Consequently, failure of the Ministry to monitor 

utilisation of grants resulted in idling of Rs. 4.84 crore with the Government of 

Maharashtra for 9 years. 

In response to audit observation, Ministry furnished (November 2006) latest 

position of unutilised grant lying with the DIETs which works out to Rs. 2.2 1 

crore. 

b) Non-recovery of unspent grant from Zilla Saksharta Samithi, 
Karimganj, Assam 

The Ministry of Human Resource Development (Ministry), Department of 

Elementary Education and Literacy under its programme of Nation Literacy 

Mission approved the budget proposal of Rs. 149.47 lakh for imparting 

literacy to 1.69 lakh persons in the State of Assam. As per the prescribed 

norms, Union Government was to give financi al assistance to the extent of 

2/3rd of the cost of the project and l /3rd was to be borne by the State 

Government. Accordingly, the Ministry sanctioned (March 2001 ) central 

assistance of Rs. 99.65 lakh be ing 2/3rd of the project cost and released first 

instalment of Rs. 49.82 lakh to Zilla Saksharta Samithi (ZSS), Karimganj, 

Assam which is a society registered under the Registration of Society Act, 

1860 and headed by the Deputy Commissioner, Karimganj . Audit noticed that 

ZSS commenced the project in June 200 I and completed it in December 2003 

imparting literacy to 1.15 lakh learners. It incurred total expenditure of 

Rs. 62.99 lakh out of which Union Government's share (2/3rd) worked out to 

Rs. 41 .99 lakh and the balance unspent grant of Rs. 7 .83 lakh was to be 

refunded . Further, ZSS had also not refunded the unspent grant of Rs. 12.58 

lakh to the Ministry pertaining to another programme relating to total literacy 

campaign lying with it si nce 2000-200 I. Thus, failure of the Ministry to 

monitor recovery of unspent grant resulteq in various amounts totaling 

Rs. 20.41 lakb being retained by the ZSS for periods ranging from two to four 

years. In response, Ministry stated (September 2006) that unspent balance of 

Rs. 20 .41 lakb is only a notional figure as the ZSS did not actually get this 

amount since State Government did not release its share. It also informed that 

matter regarding release of matching state share for the e projects had been 

taken up at the level of Chief Minister. The reply was not tenable as out of 

Rs. 20.4 1 lakh refundable by the ZSS, Rs. 12.58 lakh had been lying with it 
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. . I 

since 2001-2:002. Ministry could pave ensured refund of this unspent balance 

before ~ele~s.e of fresh gra~t: J . . : . . . . . 
Thus, mab1hty of the Mims try m · tnomtonng utihsauon of grant and also 

releasing fresh grant in violation !of its own instructions resulted in idling of 
grant of Rs. 4."84 crore for nine ~ears. · The Mini.stry also failed to monitor 

I 

recovery of Rs. 20.41 lakh being/ retained by ZSS for periods ranging from 
·two to four yeat:S. · · .1 . 

I .· ~g12:5E.i~s,:r~J~~§~~~fg@b,! 1 

Inadequate scrutiny by the Miifi~try resulted in excess release of grant ?f 
Rs. 0.6~ crore to the Government of Karna.taka under 'Improvement in 

Science Education in Schoo~s: !scheme .. Also Rs. 2.01 crore iremain~d to 
be recovered towards unubbs~d portion of the grant. On the matter 
being · pointed out in audit, [the Ministry recovered Rs. 0~91 crore 
(October 2005). The balance Rs. 1.72 crore including the excess r"elease 
of Rs. 0.62 crore is yet"to be rec,bvered. . · . . .. . · . 

I 
· The Ministry of Human Resource· Development (Ministry) formulated a 

I . . . 
centrally sponsored scheme called 'Improvement of Science Education in 
School' (ISES) with a view to im~roving the quality· of science education a~d · 
promoting scientific temper as en~isaged in the National Policy of Education . 

. , , I · . . , 

UndertJle scheme, 100 per cent fi'.nancial.assistance was provided to the State 

Government/UT~ by tI:ie ,Ministry! for specifie_d purpose subject to the States 
undertaking the responsibility for maintenance and refurbishment of 

laborat9ries and libraries after the~e were brought to the desired standard with 
th~ central assistance. The appro~ed purposes were: providing scientific kits, 

I . 
setting up new laboratories, upgtadation of 'laboratories; library books and 
training of teachers in the governrtlent as ~Nell as ai.ded schools. 

. .. . ' .1 .· . 
In September 1999, th~ Governfent of Karnataka _sent_ a proposal to the 
Ministry for grant of financial assistance of Rs. 7 .00 crore for setting up new . . I .. . . . 
laboratories and science libraries and providing laboratory equipment and 

science kits. Ministry· sanctioned tFebruary 2002) Rs. 7 .00 crore and released . , I . . . 
Rs. 5.28 crore by July 2002 after adjusting Rs. l.5.9 crore on account of excess 
grant released, and Rs. 0.13 crore bfing the unspent balance of earlier years. 

. I . 

Audit noted (May 2004) that the .Ifnistry did not s9rutinise the proposal of the 
State Government properly and sanctioned . the funds . on _the basis of 

information supplied by the l~tt~rlabout th~ num~er of s~hools ~o be covered 
without checking tile accuracy of the data. On the _matter being pointed out by 
audit, the Ministry n~view~d the pbs'ition and admitted (August 2005) .. that the 

. . . . I .. : . " .. · • . . 
State Government had covered 31 y s~hools twi.ce for _providing science library 

I 
I 
I 
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books, which resulted in release of excess grant to the extent of Rs. 0.62 crore 

as shown in the table. 

Table A 
(Ruoees in lakh) 

Grant sanctioned Actual utilisation 

No.of 
Rate No.of Rate Excess Item schools for 
per Amount chools per Amount Grant 

which grant 
school covered school released 

sanctioned 

Library 820 0. 18 147.60 504 0.17 85.68 61.92 
Books 

The Ministry also informed that the state Government had covered 190 

schools under 'setting up new laboratories' and 314 schools under ' up 

gradation of existing science laboratories' against the funds released for 310 

and 5 I 0 schools under these categories respectively. It added that the 

refundable excess grant had been determined as Rs. 0.91 crore on the basis of 

actual expenditure of R . 4.37 crore incurred by the State Government out of 

Rs. 5.28 crore released . The Ministry also informed in October 2005 that the 

State Government had refunded Rs. 0.91 crore. 

Audit, however, noticed that the Ministry had erroneously worked out the 

refundable amount as Rs. 0.91 crore instead of R . 2.63 crore (Rs. 2.0 I crore + 
Rs. 0.62 crore towards excess release of grant) as indicated in Table A and B. 

Table B 
(Rupees in lakll) 

Grant sanctioned Actual utilisation 

No. of 
Rate No. of Rate Excess Item schools for 

Amount schools Amount Grant 
which grant 

per per 

sanctioned 
school covered school released 

Setting 310 0.90 279.00 190 0.77 146.30 132.70 
up of 
new lab. 
Up grad- 510 0.30 153.00 3 14 0.27 84.78 68.22 
ation of 
lab. 

Total 820 432.00 504 231.08 200.92 

Thus, while sanctioning the grant of Rs. 7 .00 crore, the Ministry failed to 

scrutinise the proposal of the State Government properly with reference to the 

number of schools already covered and released excess grant of Rs. 0.62 crore. 

An amount of Rs. 2.0 I crore was to be recovered towards unutilised portion of 

grant. Hence, out of the total recoverable amount of Rs. 2.63 crore, only 

Rs. 0.9 1 crore was actually recovered and balance of Rs. 1.72 crore had not 

been recovered as of September 2006. 
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I 
In response to audit observation, the Miriistry while admitting the facts stated 

. I 
(September 2006) that the Government of Karnataka had been asked to refund 

I . • 
the balance amount of Rs. 1.72 crore. It further added that m case of delay on 

the part of the State Government) the Ministry would also make efforts to 
. . . I 

adjust the same from the future relfases of grants to be made to it under other 

centrally sponsored schemes. I 
. ·1 

i1~1~~i~Irm~l!iiwifg~lll~if.2JI<1i!lilt2i1fila~§ 
I . 

Failure of the Ministry to monithr and recover unspent grant of Rs. 3.941 
crore under 'Improvement in sbience Educati~n in Schools' released to 
Government of G.u.iarat resulted /in its idlinii: for about fm1r years 

In November 1999, the Governmeht of Gujarat sent a proposal to the Ministry 

for grant of financial assistance I of Rs. 3.94 crore under Improvement of· 
I . 

Science Education in Schools (ISES) scheme for the supply of science kits to 

16424 upper primary schools. A~cordingly, the Ministry after adjusting the 

unspent grant of Rs. 1.13 lakh r~lating to this scheme lying with the ·state 

Governmentfor the year 1989-90, !released Rs. 3.93 crore in February 2002. 
. . i 

· Audit . noticed (October 2005) that the State Government intimated the 

Ministry (October 2004) after a labse of more than two years of receipt of the 

grant, that. it could not utilise the ~ant as the scheme ·was not communicated. 

to the Director, Primary Educatibn, Gujarat and proposed t~ surrender the 
. I 

grant. Ministry, even after knowing that the grant of Rs. 3.94 crore had been 

lying unspent, failed to recoverj it as of December 2005. As the State 

Government had already agreed tp refund the unspent grant, Ministry should 
have adjusted the amount agaillst the subsequent grant of Rs. 5.12 crore 

released in Decemb~r 2004 to th~ State Government under another centrally 

sponsored scheine of Integrated Education . for Disabled Children. Thus, the 

Ministry failed to monitor the refiind of the grants which resulted in blocking 
Rs. 3.94 crore. .. I · 

_In respons~. the Ministry stated !(June 2006) that the s.cheme of Integrated 

Education for Disabled Childreri was a separate scheme with a . different 

PUfJ?OSe and in view of the State !Governments' commitment to ~urrender the 
unspent grant, any adjustnient of funds across the schemes was not considered. 

. I 
It further added that the State Government had been asked to refti.nd the 

. I . . 
unspent balance. ·Reply of the Ministry was ilot tenable as it neither obtained 

refund nor adjusted. the amount rebaining unspent with the -State Government. 

I 

ii 
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I 
buildings, issued as late as ·19~9, is also indicative of its disregard for 

economy in public expenditure.· i 

. The matter Wit$ referred to the ~inistry in August 2006. In their response 

(January . 2007), the . Ministry siated that in vlew of the launch of the 

.· C:OMPACT integrated applicatio~ using a ~cal Area Network (LAN), it was 
. not found -.feasible to work in a location which was not found compact but . . . . I . 

spread over different floors. Fu~er, the CAO would be shifted as soon as a 

suitable accommodation was provided by the Estate Manager; Kollrnta. 

The reply of the Mirustry is not 1~enable since applications running on Local . 

Area Networks (LANs) are not testricted to being run on a single floor or a 

·. compact space, and only confirmJ the unwillingness of the CAO to shift out of 

hired J?remises. . · J . . . 

Thus, foilure of the Ministry tJ ensijfe that the CAO vacates the private 
· ac~o~odatio~ and shift to allott~d space in the Government building resulted 

in avoidable· expenditure of Rs/. 25.15 1 lakh towards payment of rent for 

private ~ccommodation. I 

6e610'· ·m:s11~~"':ic>fi:mma1 .
1

1 c:~"~"~gi.-~.~~ .. .Y:...~-".~~·~-·,J-'. 

~{eitl~~iiiln~!L~ I . 
~~S~'>T~l6•i\,,~1£1'.1if~t:"~~;1!i:'!_WRd"':W~1 
1!~~-"t1.p?~~~n'!:I~~!m~m tQq_~~u.wgt=Jie.§ 

I 

Failull."e to evolv.e a mechanism by Geological Survey of India, Nagpur to 
recover outstanding dues reshlted in loss of revenue of Rs. 75.74 lakh 
and. consequential loss of inte~est of Rs. 24.81 bikh. 

The Geological Survey of fudii, Central Region, Nagpur (GSI) undertakes 

exploratory works like survey[ investigations drilling etc., on behallf of 

Central/State Government departments; autonomous bodies and private parties 
. I .··. . 

and collects fees for the same from its clients. . · 
. . I . . 

Audit observed that out of the total fee of Rs. 87.40 lakh due from its client 
. . I . 

departments, an amount of Rs. l 1L66 lakh only was realised up to March 2006. 

Th~ balance fee of Rs. 75.741~ (Rs. 9.38 lakh pertaining to the period upto 
I . 

1997-98 and Rs. 66.36 lakh from .1997-98 to 2005-06) was outstanding for the 

works executed from its client ~epartments involving six State Governments 
(Maharashtra, Andhra Pradesh; Madhya Pradesh, Haryana, Karnataka and 

Chhatisgarh} and some depJrtments of the Umon Government. The 

department had not yet evolv~d any mechanism for collection of fees in 

' Colculated from April 2005, the mo~ in wbieb the Coinmittee identified •ufficient """"' in 
Dharitri building up to December 200~. 

! 
! 
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advance for prompt recovery of fees on completion of work or to charge 

penalty for delay etc. Failure. to take action at Ministry. level for recovery of 

outstanding due!) other than issue of reminders to defall.llters resulted :in 

accumulation of arrears and loss of interest of Rs: 24.81 lakh upto March 2006 

calculated at the average borrowhig rate of the Union Government. 

Department replied (April/October 2006) tlmt final bills Were preferred only 

after completion of work and periodical reminders were issued at higher ~~vels 
. . :.: ~ .. ...:. ' . . . ·. . . . ..... . . : ·. 

to all defaulters for speedy recovery of outstanding dues. Some old bills were 

stated to have been. recovered whenever work for . the same project was 

repeated. It was also stated that there was no . procedure to write off · 

. outstanding d.ues. 

i 
'I 

I 
I 
I 

. I 
i 
I, 

i 

Department's reply was not ten.able as. the clients were largely Government 

departments wherein. entrustmen.t of jobs is preceded by approvals of 

competent authorities and there should have been no reasons for such defaults. 

Failure to devise an effective procedure for speedy recovery of dues led to 

accumulation of arrears of Rs. 75_.74 lakh and consequential loss of mterest of 

Rs. 24.81 lakh approximately as oirn 31 March.2006. 

The matter was referred to the Ministry in August 2006. Their reply was 

awaited as of September 2006. 
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Failwre of Natiirnmall IHllstl:fitute I[)~ Oce:ainogl!"aplhly 9 . Goiat fo l!"ecove:r Sernce 
Tax flrl[)m iits cllie1111tsJ.n l!"esped ofil tl:llne SJ!MDl!llSl!llll"ed projects res111lRtl:eidl nl!ll Il®ss of 
Rs. 82.70 lakh as it J!u~dtl:® l!llitlm~tl:eily make tl:he paymel!Ilt ([)f Sell'vke Tax to 
tl:he tax a1111tll10ll"iities iflrl[)m itl:s l[)WJlll furnud!s. 

Various scientific and technical iJstitutions take up research and development 
projects for industry on paym~Jt of fee/charges. The Finance Act, 2001 
brought rendering of science aJd technology (S&T) consultancy services 
Wlder the purview of Service TJ. Consequently, Council of Scientific and .• . . . . ·. . . I . . . . 
IndustriaR Research (CSIR) issued instruction on 8 August 2001 requiring all 

the laboratories ~nder its purviei to collect Service Tax from their clients 

along with the consultancy charg~s and deposit the tax so collected with the 
Central Excise Authorities within 1~0 days. 

I 
Audit examination disclosed that notwithstanding the above provisions and. 
circular issued by CSIR, Nation.1 fustitute of Oceanography, Goa (NIO), a · 

unit of CSIR, failed to collect an~ pay the Service Tax on sponsored projects 
undertaken by it on behalf of ~arious agencies . on the ground that CSIR 

guidelines for technology trahsfer · and · utilisation of knowledgebase 

contemplated charging of ServicJ Tax oruy in respect of consultancy services 
and there was no mention abou~ the payment of such tax on the sponsored 

. I 
projects. The action of NIO was irregular as it should have obtained necessary 
clarification from CSIR if any d~ubt existed regarding levy and collection of 

Service Tax on sponsored projectr undertaken by them. 

Failure of NIO to collect aJ!.d deposit tax timely Red to the Commissioner of 
Customs and Central Excise, Pkaji., Goa issuing a notice in August 2004 

. . . I . . 
directing NIO to pay Service 11ax along with interest in respect of all the 

projects undertaken by it. , After! receipt of the notice, CSJIR directed NJ:o in 
January 2005 to recover the amount of Service Tax from the clients for whom 
the sponsored projects were exeduted, failing which, the amount be paid from 
the undistributed intellectual fed . and/or unspent balance avaJilable from the 
projects for which Service Tax h~d to be paid. CSffi further advised that after 
exhausting these options, the ~ervlice Tax, if necessary, be paid from the 

laboratory reserve. I 

67 

. ~ . 



Report No. 2 -0/ 2007 

. . 

NIO accorclin.gly paid Rs; 69.34 lalkh in. January 2005 towards Servic;e Tax in 

respect of 165-sponsored projects un.dertaken. during th.e period July 2001 to ·. 

August 2004 and interest of Rs. 17:74 fakh towards delayed payment in 

January 2006. Out of tlris, NIO couldl recover oruy Rs. 4.38- fakh from 10 

clients. While Rs. 27.74 lakh was paidl from the umclistributedl intellectual fee · 

and mrnspent balances of .the projects, the remairung Rs. 54.96Jakh was pruid 

from die laboratory reserve. 
'' r • ,. '• 

CSllR stated in Jan.uary 2006 that the n.otice of payment of Service Tax on aU 

the projects including sponsored projects was comnmmcaied onlly ill August . 

2004 by Customs an.d. Central Excise Departmen.t (CCED). Accordin.gliy legal 
opinion was obtain.ed whl~lbt was in. agreement with.. fue vi.ews- of CCED. 

Therefore, directions were issued to laboratory to settle ilie Service Tax dues .. 

Reply of the CSllR was n,ot tenalble as the notification. ~ated 9. July 2001 dearly 

provided! that Service Tax is payable on, au scien.tific or techfilcal consultan_cy 

services ren,dered in. any manner· to client ruJtd. accordingly in August 2001 

CSllR ·issued. :i.nstruction.s to an th.e laboratories for coUecti.on of an. adldition.all 
- - . . . - : ' . - . . 

compon.en.t of Service Tax to and depositing th.e tax on collected m wiili 

central Excise Authorities within. 30 days; 

Thus, admiruistrative lapse on. the part ofNJ[O led.to ~on.-reccwery--of Service 

Tax of Rs. 64.96 lakh from fue concerned agencies. Con.seiquently, NIO h~d 

to pay the amount of Rs" 64.96 fakhalongwith interest of Rs.17 }4 Jakh fyo.m 

its laboratory reserve/un.dlistributed intellectual fee and unspent project funcis · 

resulting h1 loss of Rs. 82. 70 fakh. 
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6ove~~e~t th~:f ee ~-~he¢t~di- rtbxriJh~ ug~r$.is'ie~rtire(}to ~~:renufre~ to th~ . 

..•. ~t~~i~~1;~~~;fk~~rfJ~~~~t~j·:~: . ····•· 
.. ~ewly completed sectimis ~f the.~ighw.ays ar~ ~pene.d to t;affi~~· · : . .· 

·· ..... · ···"· ·· .. :: :··, .. <·.' .. · . ":C" :-.[' .. _ ... >:,:, . ·.: .• ·:c:·,,:_.~ ;/ ·· ... -:. · .. ,;:·,.." .. · .. 

Audit noted tliat though the-MIDistry framed rul~s governing levy· of toll fees· 
. .. • I • . 

\/ and issq~ of notificati'on; iffaifocho · s:pecify~'~h¢ time; fapit w_ithlirn · wllich ·such, 
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.. . . . ·. . .. '· ... ... ' . .· I.· : .· . . . .. .,, .............. " ... · .. ·. - . . .... . 

·· .... to 23 tn.onths calculated from -th~ dates· of openipg die highwjlysfbridges to. · • 
. . " . . . . . . . . . • . .'- ·'' : ... ;·. :·· 1· ... ·: •.... ''. ·. ··-~ :' ·.. . . ·... . ;:·: · ... , ·, ..•. ' ' . . .' .· .·.: • 

'.traffic,, in· ei~~t out "o~ 2.8 ·cas~ .. s;1~sf c~~cked_.by :audit~ :~es~l~~l1l .. g_. in· l<;>ss of .. 

·.· _ . , ..•. · .. revenue; a~~eg~ti~g t~- RS.:.ss .. ;9.0 /C.rofoa~ lndicat.ed in A~e~D"~~ ~; · - . . . . . .. . · ,. · · 

.· · .. The Mm1stry .. ·m their: reply···. W.oyelllber · 2005) stated. that' there was. n.o 
.· . •·• .. ·.,. ·. ·.c .• · •. I . ." ·:.. : ... .'; ·. "·. .· ·:.. .· . . ' 

pecuniary gain caused fo any individual or a pJrilvate entity due to delay in 

issue of toll fee. nbtiflc~ti6n an& 'the. ben~fiCiarY. was onlly the public at large 

and without any fuoti:ve o~ the Jart-()f ~ny ~rie ~oncemed'. ·,·The ~ontention of 
the .Ministry. is ·, not ~c_cepta}JIJ ·.as .. its failure to. : act · promptly.·. and iissue 
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I ReBe.!llse · l!lltr s1!llh>sii<dly · lb>y ttllne Mfumftsttiry finn ic®nntt~aiveJIDtfol!Il ®ff iits o'Wllll guru1.lli!ellilllles 
l!"es~Rtted ftnn uirl!une beH!leit'M ([J)f Rs, :t@® il:!Jr®ire i® HSJL · · · · · 

I 
'11 

. . 

As a measure to revive and improve poor order book positioltl of fudi.an public 

sector shipyards, the. Ministry. of .Shipping . (the Ministry) ·amioun.ced 

(September 1993) 'shipbuHdi.n.g subsidy scheme'. The scheme. guidelin.es · 
. - -_ - -' ._ -.- -

\ ameltlded in March 2003provi.ded for a shlpbmUding Slllbsidy ~of 30 per cent of. 

I the price at which I:ndian shipyard won a global .tender. for 'shipbuildi.n.g. 

1

1 

Further, fixation of price for domestic order was to be cakwated in terms of 

'1 

I 

. . - . 

to release subsidy as per stage payments agreed in the contrac~. 

Audit scrutiny revealed that Hindusran Shipyards Ud. (HSJL) seemed a 

domei;;tic order (May 2004) for constructirn:it of two bulk caniers (HuU H 115 

and 11116) at a total cost of US$ 35 millions (each Hun costing US$ 

17,514,000) from a buyer based in Chennai.. ·As per the agreement entered 

into with the buyer, HSL was to receive paymen.t from the buyer· in eight 

instalments. The stipulated date of delivery was August 2006 .and February 

2007 for huH 11115 and 11116 respectively. 

1

111 

As of April 2006, the Ministry released a total subsidy of Rs. 38.89 crore in 

three instalments2 to HSL. Audit noted th.at the Mlnistry had released subsidy 

1

1 

· based. oJ:it the foreign exchange rates prevailing on ilie due dates of stage 
I
I 
1 
pay~ent illldicated in the agreement instead of callcufati.n.g the same at the rate 

I prevruJing on the date of actual payment in ~ontravention of the Mimstry's 

1

1 

guidelines of March 2003. The US $/Rupees foreign. exchange rates on. the 

I dates of actual payments were generally lower than the rate OD. the due dates 

I which resulted in und!ue benefit of lRs. 1.00 crore to HSL. 
I . i The matter was reported to the Mi.n.istry in August 2006, · their reply was 
I . . 
. I awaited (December 2006). 

I 
I 
!~~~~~~~~~--'--
\ . . . . 
i 2 First instalment of Rs. 27,70 crore on 10 September 2005; the second instalment of Rs. 10.24 
lcrore on 17 January 2006 and the third instalment ~f Rs. 0.95 crore on 6 April 2006 · ·.· 
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I 
1 Annexure- A 
(Refers to in paragraph 14.1) 

Loss of Revenue due to delay in issue of Notification for toll fee 
. I 

Na~e of NH/ Period of delay 
Bridges/ stretches 

Chennai-bye pass July 2002 to 
Phase I connecting May 2003 
NH-45 to NH-4 (11 months) 

Yenegur bridge on 
NH-9 in Maharashtra 
(km 307 /600-
Solapur-Hyderabad 
Section) 

November 2000 
to September 
2002 
(23 months) 

· Samakhiyali August 2002 . to 
Gandhidham Road February 2003 
project on NH-SA. in (7 months) · 
Gujarat 
NH stretch (km.O.OO 
to 89.00) on 
Bangalore­
Krishnagiri section of 
NH-7 

April 2004 to 
April 2005 
(13 months) 

NH-8 km. 439 to October 2002 to 
km.502 on Manor- April 2003 
Dehisar section (7 months) 

NH-76 · on· Delhi March 2005 to 
Mumbai Section (km July 2005 
113.830 to 213.00) (5 months) 

Stretch from km. August 2004 to 
725.00 to km. 722.00 February 2005 
of NH-4 on Satar- (7 months) 
Khandala section in 
Maharashtra 

Lossof · 
Revenue 
(Rupees in 
I crore) 

12.96 

4.61 

7.07 

29.77 

15..40. 

4.35 

8.54 

Description of delay 

NHAI submitted (April 2002) a draft notification for 
levy of toll fee and opened the bye pass to traffic (June 
2002). Actual toil collection commenced from June 
2003, as the Ministry largely depended on NHAI for 
draft notification, clarification on rates of toll fee, 
location of toll plaza, which delayed issue of 
notification till May. 2003. 
Bridge was opened to traffic in October 2000 but draft 
notification was received from· PWD, Maharashtra.in 
June 2001. The Ministry took no action till the PWD 
clarified (May 2002) that the bridge costing Rs.1.77 
crore was opened to traffic prior to issue of amendment 
in the guidelines (December 2001). Notification was 
issued in October 2002. 
NHAl submitted a draft notification in April 2002 for 
levy of toll fee. The ·Ministry sought revised proposal 
from NHAl based on whole sale price index and the 
notification was issued in March 2003. 
The stretch was completed in March 2004 and proposal 
for levy of foll fee was received in the Ministry in 
December 2003. The Ministry sought clarifications.on 
levy of toll fees, exemptions from levy of toll fee from 
NHAI and issued the notification in May 2005. 
PWD, Maharasthra completed the work.in May 2001. 
Draft notification was received from NHAI in February 
2002 .. Ministry called for a background note on the 
status of completi01;1 of work and arrangements for fee 
collection, collection methodology, location of toll 
plaza etc. and the revised proposal. The notification 
was issued in Mav 2003. · 
File of the Ministry dealing with the proposal received 
in April 2004 got misplaced and a copy of the proposal 
was obtained in April . 2005, ·whereas work was 
completed in February 2005. Notification was issued in 
July 2005 and toll collection started in August 2005. 
Proposal received in July 2004 was processed by ·the 
Ministry without consulting its Finance Wing; which 
led to delay in approvaV issue of notification till March 
2005 .. 

-g.__ _ Concrete Cable September 2004 I 3 20 

river Yamuna at (5 months) 
Stayed bridge across to January 2005 i . 

Proposal received in April 2004 was approved in 
September 2004 and sent to Ministry of Law for 
vetting without indicating name of the bridge, which 
was returned unvetted. This led to delay in issue of 
notification till Februarv 2005. 

Allahabad Naini on 
NH-27 in U.P. 

Total 1.85.90 
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·. ··i ~~~y~~t~1[~~m!~I~ •··. 
Mfuru'isftiry ®ft' 'lI'®lll!Irlisl!Illl's fr'rununire. fo scruttfumllse ftl!Re •Jll>Ir~jecf~rcp®sall oft' §ttate _ .. · -­
G@vemmmerrnft Jlllir®JPlefily Ii"esmillted. iillll excess ireilease @f lful~ 2;~3~- cirl!iili"e. -

·.·· .· 

·.· . : 11iie _ Mi:nis~y of Tourism. received a proposall · (foly 2002} fron1 fue . Sfat~ -· 

-... i Qovenm1~nt of A.rtcHrra. JPradesln• for setting up br (to~ri~t .facmt~tibn ce:ntre -•_ -·-­
··.- : "Baliayogi lPary~tak Bhawaim" ~t Hyderabad at a cost bf Rs. 1 o.25 crore 'with a -

request for Central Fi.naricitaI Assist~ce (CF.A) of Rs. 4 . crore andl 'tine 
: remaining runounf was to J?e arrangedl by the State. Government: Jn addition, .­

Jand measuring 2, 15 a~res was to be arrangedl by the State, QovermDent free of 
: cost for the project.•· After· consideration; -the Miruistry · approvedthe proposal. __ 

-- __ _ umider-iliescheirn~fo~ Develiopmerirof Tourist Ce,ntres~ 

·. ; The Ministry saincti.oned(March 2003) Ce1rntraliiFhfainlcial Assista1rnc"e of ]Rs. 5 . . -·-· 
crore tti ilie project against an assista:nce of Rs; 4 crore SOllllght by the State . 

: ·Government by assuming fue totall cost of Rs. 22.25 cror~ after i1rncfoding 

•: Rs. 12 crore on accmmtof ilie cos(ofJand pr~vided by the S~te Go~erlllrnJO:erit-
• for the project. No .fresh proposall fro~ the. State Oovemfilent was obta_].ried. 

·I . . . . . - . . -. . . : . . . . . .. ._ " - . .,-". -

! The sanction of Rs; 5 crore was justified on the groun.dl tlnaphe Ministry had 
1

. already agreed. to sanction Rs. 5 cforefor ilieprojea during 2001-02 ~tselif, ·.· 

_. ·. ; The Murristry. relieas~d .. _the · first.· m~tillfueht of Rs.<d~9 t~6res:i~' M#di 2bo3 --. 

and the second instaitnient of • lRs. 2.so crore iltll Apnl 2004 · agai.Ilsr the 

: utilization certificate of Rs. 3.09 crore receivedfronl ilie State Govemmeint iUJi 

March 2004. The project was. actually completed (March 2005) at. a lio~er . 
- . cost of Rs. 720 crore agai:nst ilie imtially projected cost of Rs.J0.25 cirore 
· : (excl~dling fue ~ost of land)~ Thereafter, the Ministry ad~i~ed the :state 

i Government to adjust the excess release ~f Rs. Q.88 crore :against.some other 
:: project asilie CFA of Rs. 3.51 crore was ccmsider~d to be adnlli.ssiblie against· .. > 
-total release of Rs. 4.39 crore for the project c~sti~g Rs. 7 .:20 crdre. . The 

. excess· release of Rs. 0.88 crore was neither recovered nor adjusted as of 

, October 2006. . . . _ 
I 

! AllllClit notedl that as . per tlle guideli~es . of the .. sc~em~ of . Pevelopm~n~ :.of .· 

· _ i l'~lliist Ce~ters; CFA upto ~s~ 2 -.· crcire oruy could .h~ve, been providl~di; 
i \vhereas umder the scheme oflarge revenue gen~ratirig projeets, CPA at 25per '. 
; cent of project cost or Rs. 10 cro~e whichever was less, was admissible. As 
I . -
1 the Ministry had approved the project under the scheme cif Development of 
' . _, . 
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Tourist Centers, the eligible CF Al for the project could have been. only upto · 

Rs: 2 crore and therefore, sartctiorlin.g Rs. 5 ~rore (after i.nduding Rs. 12 crore 

in the totall cost of the project on Jccmmt of the cost of the land) was mregular. . .· 
Thus, the Ministry need tO'recovJr Rs. 2.39 crore instead ofRs;.0.88 crore as . 
calculated by them on proportionJte basis; . · · ·.. . · · • 

The Ministry in their reply (Mai 2006) stated that the amciurrllt of Rs, 0.88. 

cro~e would ·1?~ adjusted!· :gainst /other project: llt further s~ated (N~v.ember 
2006) that .when the project was ·conceptualised the maximum ceiling of. 

grants-in..:ai.d under Toµrist Centr~s was Rs. 2 crore but when ilie project was 

sanctioned, the revised guidelines
1 

were in place under which the upper ceiling I . . 
for each destination was Rs. 5.00 crore. 

The replies (May 2006 and Nojmber 2006) of the Ministry are not tenable 
. - - I . . . . 

because ~though the project wa~ sanctioned after the new scheme guidelines 
were notified but. it was sanctioJed und~r the• ~ld . scheme ·where· the eligi.bfo 

. . . . I . . . . . • . . .: . ·. 
. CPA could have been onlly upto !Rs. 2 crore. Besides~ sanctiening Rs. 5 crore 

· against the demand of Rs. 4 cror~ by State Government was· irregular and not 

called! for. I . 
I 

i~f>~gv~fi:i:<!roV*lilf~~~i:lmis ;,,,,,}£"'~~~.ilW~-«'W''~Yl\""'#'-l~-~-"-"K"<'~~'·"""S~~."°'"''°""~ . I . 

. Injudicfous ll"eKease of f11.Illlllds wiitlln®l!llt ascertmmn.g the availlability ®f. l\an«ll 

. . . ,. . I . . . . . . . ·, 

foll" the <pll"oposed 1pnrct»jed !l"es1lllllted fin. waistefw e:xpenditu!l"e @lf Rs, 31.311. 
.. . : 1ak1!n. .· .··· .· .· ... · I ···.· . · ... · .· .. · ... · ·.· · 

. · .... The Mi.mstry of Tourism (M~T)I decided {J~uary 2004)tci de~efo~ "Yamuna 

Ri.ver Front - Development of Oreat Green Tourist Complex, Delhi" in the 

area lying between Y amuna Ri.~er Front, National Samadhis and Red Fort 

thro~gh th~ ITDC1
: Pending I preparation of plans/drawin~s/bfo1e pri~ts, 

detail.led estimates of the work and transfer of land to tlne project executing 

agency, the :Ministry released 1an .amount of Rs. 5.00 crore to the ITDC 

(February 20o4) as an advance to start the work. As per the sanction, the 

ITDC was asked to furnish lan.d avaijability certificate within six weeks from 

the date of the sanction as the land belonged to the Central Government The 

work was required to be completkd by 15 February 2005 i.e. within a period! of 

one year from the date of issue :of sanction. After completion of project, the 

assets created were to be handed over to the DDA2 for maintenance and 

management 

1 India 'fourism Development Corporalon Lhnited . 

· 
2 

Delhi Development Authority . I . 
I 

I 
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The ITD,C requested (March 2004) the L&D03
. for permission to carry out the 

sanctioned work andl also sublnitted a project proposal to MOT at an estimated 

cost of Rs. 78733 lakh, induding 3 per cent contingencies an.ell 5per cent 
centage charges. The.L&DO, however, intimated MOT (December 2004) that 

the land was n.ot available for the project as the same had aJready been 

transferred to th.e DDA for the purpose of integrated development of Yamuna . 
River Front 

Thereafter, MOTclirected the ITDC (December 2004) to refun.d ilie amount of 

Rs. 5.00 crore released in February 2004;. The ITDC refunded (Ji.me 2005) 

. Rs. 4.6? crore after deducting Rs. 3L31 lakh whkh inchiided expen.dimre ()f 

Rs. 28.94 fakh incurred mairny on hiring a projectcon.s11ltant an.d security 
guards-and contingencies and cen.tage cb.arges of the WC. 

The· release of Rs. 5,00 crore in anticipation of san.ction. of dletailed estimates 

and han.d].n.g over of l~d for the project to the ITDC resuhed in -idHng of 
public fun.ds for over fifteen months. 

. . 

Thus, in.Jrmdicious sanction and release pf fun.ds . without ascertai.n.ing th.e 

availability of land for the prnposed projectn~sulted in. wastefulexpendliture of . 
Rs. 3 L3 l lakh. 

- . . :· 

The matter was reported to the Min.istry in Jamia.fy 2006; tliiei.r reply was 
: ·.· . . ,, 

awaited as of December 2006. 

3 Land and Development Office 
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~l\irI\tJJJ]ll~lW]'~~1JOCijfi~g 

iilaWtjrm"llfdmiliiiffi~t~~fi~ I . 

~;1 
Inefficient project m2l!llagemen\t led to abnormal dlefay of ml!lll!"e tlb.an ].@ 

years in coristll"anctio!lll of a btidge ll"eswti:ng .umfru.itfw . expellllditUJ1ll"e oft' 
Rs. lll.6.55 llakln, besides lllO!ll0Rm~osiitiion of penalty of Rs. 10.04 ialkh l!llllll the 
defawtiirn.Jl! collllb"add>r. I 

I , 
With a view to providing rmmdl the year patrolling by the Border Security 
Force (BSF) along $e Jrndo~Barlgladesh Border (IBB) and also to facilitate 
uninterrupted ~ovement of trJffic, the Ministry of Urban Affairs and 
Employment (Ministry) accord~d administrative approval andl expenditure 
sanction for Rs. 91.95 lakh in AJglllst 1994, for construction of a steel trussed 

· bridge over the river 'PunarbhabJ' on the aiignment of IBB Road. Contrary to 
the provisions of the CPWD -~anual i.e. before finalisation of structural 
drawings and designs, the Ei.ecutive Engineer, Central Public Works 

I. 
Department -(CJPWD) awarded the work of con:struction of the bridge to a 
'contractor in April 1995 at a co~t of Rs.104.00.fakh, with the stipulation to 

I . 
commence the work in May 1995

1 

and complete it in November 1996. 

Scrutiny of records in audlit revef ed that the contractor did not start the work 
at site tiH August 1995 and coul~ complete o:nly three per cent of work by the 
scheduled date of completion. lbe Executive Engineer, instead of imposing 
penalty aJ11otmting to Rs. 10.04 ik b~ing 10 per cent of the tendered ~ount 
as provided in the· contract, g~anted provisional ~xtension of time· up to 
November 2002 to keep the conJactaHve. Audit scrutiny further revealed that 
till October 2002· i.e. after mord than six years from the scheduled date of I . . 
completion, 98 per cent of the work was executed and Rs.116;55 fakh were 

. paid to the c011tractor as running! payment for v~lue of work done till August 
2001. No further work was executed since then and the bridge remained 
incomplete. 

Though the Executive Engineer proposed (April 2003) to the Chief Engineer 
for. rescission of contract in ordJr to get the remaining work executed at the 
risk and cost of the defaulting hontractor, yet no decision was taken as of 
September 2006. Reasons for nJn-rescission of work and non-imposition of 
penalty were not found on record! . • 
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. . . . ·. . 

. Thus, ~bnorrnalld.elayin fue ex:ecutiori ofd11e wo.rk by the contractor, fack of· 

close momitoriiig and. poor contract management led. to non.,.completion of ilie 

bridlge resull.ting in an u.mfruitful expenditure of Rs. i 16.55 fakh, besides .non­

imposition . of penallty of Rs. HW4 · fakh. The partly construeted bridge, 

vul.neralblie on both the embankments, remained subject to wear and ·tear 'an.d 

the purpose of its construction could not allso b~ achieved. eyen. after twelve 

:·. years as ofNovemlber 2006. 

The case was reported' to the Mifilstry in Augllllst 2006; their reply had not lbeen 

received as of Decexriber 2006. . 

N®llll~irecovecy @f Salles Tax 01111 <dlepall'ttm.ellll.tall mateirn1111Rs :Hss111tdid! . t@ 
.· c®llll.lt!rmd®rn foir execIDitfollll @f woll"lks Jresllll!tedl iillll en~&ll lliaibility. ®f Rs. 3~2'.9 

cl!"@ll"e fo ilie dlepauimellll.t rnm aiccmllll1lt ®ll' Sldl!es Tu. allll«il illlltelt"est · · · 
. . ; . . ·. . . 

Central Public Works Department (CPWD} pr~cures cement and ~teel and! 

issues them to contractors for execllllti.on of pllllbli.c works. As per the judgment 

of the Hon' .blie Sllllpreme Comt, Sllllpp1y of materialls to fue contractor amollllnts · 

to. salle of goods and. attracts Sales Tax .. Test check of the accrnmts of Central 
. . 

PubHc Works Divisions in Keralla revealed th.at fue Di.visfons recovered only 

the cost of.materialls isslllled to contractors from their running. account bills at 

the issue rate fixed from time to time ood. dlid not recover the Sales Tax d.m~ on 

the materials. The terms of contract. ·provided. th.at S3.Jles ·Tai or any other tax 

ort materials. in respect of fue contract was payable by the contractor arid 

Government was lialblie to meet. any daim in this respect. Omission t~ levy . 

Salles 'fax was pointed mllt in alllldit as early as March 2001 h1Ut the Di.visfon 

neither revised the :i.ssuie rate incllllldling Salles Ta:x nor recovered the Sales Tax 

separately from the rmming account bi.Us. Sulbseqll.lendy, Commerdall Truces 

Department of Government of Keralla fmallised (between N ovemlber 2005 and 

March 2006) the assessments of Sales Ta:x for the years 1997-98 to 2003-04 in 

.the case of Kozhlkode Division, 1997-98 to 2000,.0l in the case of Thrissu.r 

Di.vision and for 1997".98 to 2001-02 in the _case of Koehl Di.visiori and .fixed 
. . 

the li.albi.Hty of Sales Tax at Rs. 1.92 crore and. interest on delayed payment as 

Rs. 1.37 crore. Tims, non-recovery of Salles Tax on fue departmental materials 

issued to the contractors despite specific provision i.n the contract resulted in 

extra llia1bHity of Rs. 3 .29 crore to. th~ department for' works taken up by. the 

three Divisions . .... · 

The matter was referred to the Ministry in Allllgust 2006,.who have not replied 

as of October 2006. 
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lLaclk @f(elflt'ecltftve actfoim by 1th~ Ad.inmil!mnstiratiomi a~~a a bl!llil!de1r foll". llllon.o 
. f\UlliiifimmeHllt of collllttactual! oUJJHilgti!!1tliollll§ win«ll ireRease oft' ~ul!wmnce JPlaymment illlll 
. · ... vnoiatnollll, •.. ·. o~ 'tlhle .· ~ointiractuiia!\)l . ~~Qyfisnonis ··• H'esunfitedl .. ··. irrit• ·. a ·. )lillrDfmiti'llllll 

· expeim<ll.itumfe. of. lb~·13Al2 ~iroii-eo ~esilalles9 . ·aim · am®oot, of. Rs. 2.35 cl!°®ire 
ll°emmailllled 'rec®V:erablefll"omm illlie fffilfmm Ol!ll.·2CC@Ullllilt of nimteir.test oim adwanmce§ . 
...... :" ,·,. .. .,,,. " ..... .,. :."". . . . I . . . " . . " . . . . 

rura~.lli1@i¢iallatoo daJiiraages •. · .. _ 1 

·. ')':"id\-~ vi~~-b>~rbp1~6e~tk!e ?u]~~~d v_essei MV 1['ap~, a 200 passeri~er·.vess.el, · . 
ilie · Andairimm an.d .Nkobar l\dnrimstratfon (;\dmimstration) entered .into two 

.. ·' ... -.... . ... · .... ·I ,._ ......... •··. : . , ... . - .. . 
agreemeillts·m March 1999 wiili MIS; Shalimar Works· (1980) l..td, Calcutta 

· ···~%~~;;r~1:.;0;~iio1ii:reg:c~~~els· M.V.•Rafil~nimd · 
. · As p~ir tlie· agre~ment,Jhe vesse\s . ~ere .. to be 4eliV'ereG, withlriJS lII1onths firoilrn .. ·· 
.•.·:the. date;~~;si~~~ ~fth~· ton~,cts:·~lr _receip~. o~ ~e f~st pa~m~ijt, ;hlcheve~ · . 
. ·. · w11:s l~ter; The agre.ement furth~t st:Ipulated that m case tlhte vessels. were not . · ·· 

•• .• •. ~~~~ver~~i.aite.r-.si~F°:ln~s· from :~~·.:s!J,icm~~ tixne: .•• ~e .. buyer .~()uiid•.~e .. e,~tit1e4·· .. · 
... · · tq terJtI]J,11~te .. tlhte; ~gre~mept .·an~ 9lanm. refu~d of Jhe affi()Unt, :pand to .. ~he _ 

:~ ' . 

. . . J\uclit ejcalniil~ti()l(l~ ireVeafo4 'tb,ati ilie fjpn C()irnpleted the. work'.upto 50 percent . · .. -. 
.... • .. • ·.· < .... · ............ " .' .. 1 •• " - ..... , " .•. : " .. ·. "··· " . . . • .• 

: . -hull stage (3rd_ s~ge) tilllFebillacy 2QOO and ~~ p~dl R~. 9,26 c;rore by PSS ()fill . 
. .. ·"•":· ",.".' ....... : " .......... ,., ....... : '.· [")•· .... · "· .... " ....... >:: " · ...... · ... .. 

·:.the basis Qf centific.*t,esi~sued:i)y:tlq,e techajcall ~omiultin:ts.M/s> Na,tiolllalShiip 
..... ".. " " .. · " .... ·:: ...... ·"··•.·:.. ... ..... "" 1· - ": • ... ... • . . . . .. " . . . -

. Design and Researclbi Centre (NSDRq, · 
.· .. ::.··.· · ... :> .• : ....... ···>".: ·.··,_ ·t···'· -•· ....... ·· :··· . :.: ........ _ .. · .. · ... . 

· 'Ibough the- ciornsbliction ofvessels. ilid not progress. beyond. ilie thlrd .stage and· 

·· ~e tenpJ :~~· c~n~~ti~n~ of ~~:-~?nttact clid .9°:t E>~ovide f()r.p~yIDent of aiiy · •. ·.· 
.. . .· . adVaIJ.Ce, yetJhe Adrmmstration released a fµrther sum of )Rs.4.14 crore as .a : . 

.. ·:·· ....... "" .- .... ·, . .... : .. ., ... , •. '" ....... ,._· ... I: ..... _ . ., ..... - :- -.• ... ·. "._ .. ···. ·.· "·". " · ... ··• ... 
· ....... :·•~pe9ila1 c~se ~iµ_~ep~e,lljberWOl alld~~.furilier aimou~t of Rs. 3.07Jakh iin May 

'.2004 fa viola.ti.on. of conditjons stipulated:iin the agreement. . . 
• . . " ... -,,,_ - .. 1 · "·. "" - . . - . 

. :_·. ,·. - ·.·: · .. ·· ·:·.:·::-·-. :,:··-·. ·,.' :: . ··,··-:- .. '.·"f .:·_·.-.-, .. '._.-.:-.:··· .· ... '': . . -· .. · - ' .. :· .. : ·.-·.-·.·:·· · ..... · . 
. ··.• .·.·.·• Thus;•a fofal amouiritof.Rs~ 13.42 crore beiirtg 9426per cent-Of the contractual· -. ", .. " .. :. . "-.::" ·• ... .-, .. _.:,. .. "-.":::· -·.: . i -.... ' ... " .·· .. : . " - - ... ; ... · ..... - . < .. " ... 

· ·cost of._Rs>J424 .crote had beelli. paid to the builder though. the work of .. 

· _ •••• · co~stnii~l()~ .of ~e~ ~e. .. ~~~ls !1~d .. e9tR~ogr~~se~ lb~yond. 50.per_.~l!llt hull stag~. 
· .·.· ..•.. Furth~r, tlJ.erewm; .. ·a:.time·oyerr run·of .. s][X years·from the· stipl]fated··dateof • 

. ·~·· 

. .. .. · " ..... .. " . .-. l.· 
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delivery (July 2000) of the vessels an.d the work was not yet completed. The 

Administration. Jnad . also not taken any action to tt?rm.inate the con.tract ·and 

have the ballance work completed through another fipn. 

Thus, lack of effective action by the Administration against the buildler for 

non-fulfilment of contractual obligations and release of advance payments in 

violation. of the co:ntracrual provisions resulted in the construction of vessels 

getting inordinately dlefayed and the in.vestment of Rs. 13.42 crore remaining 

unfruitful. Besides, an. amount of Rs. 2.35 crore remained· recoverable from 

the firm on account of interest on advances and liquidated damages (April 
2006) .. 

The matter was referred to the Ministry (July 2006). Reply was awaited 

(October 2006). 

:· iEfi~~~liin~~n~"'·'fiillbil$iWt'1;nilliliViml 
,,. •••.J<•<> •••••wwJt3,~. h .,Jlt..~. •·• •~·~..;'J, .... <••~•••·•=•~· 

![;~~~~~f~jlli~R~~fiBI(if[~Jfi~Wiliii!i 
F~Ilumre on t!IBe paurt of tlhle Electll"lld.fy Departmeirnt to. «»lbwl!ll secuurity 
«llepl!l>sntts, 1nmew tlluem ann«ll elllllnanmce tllnenll" w-ta1illlle as J!lllell" ll:Ilne revised ~riJff Iled 
. till> ta1ccunmlllll!altll!l>llll ®lf o1!llttstalm~nn~ dUlles ®f Rs. 2.32 cl!"@ll"e fitom col!ll§lllllllllel!"s~ 

l . -. . 

With . a view to . safeguarding revenues of Electricity Department, a dause 

imposing payment of· security deposit ammmtin.g . to three months average 

consumption of eliectri.cicy or prescribed mimimum amount which was higher, 

was required to be incorporated in agreements executed with consumers. The 

Electricity Department, Daman issued instructions in April 1979 for evolivin.g 

a system in. its billing section to watch recovery of arrears every month an.d 

disconnect the, supply in. the case of default. It was aj.so stressed that in no case 

should arrears be allowed to accumulate beyond ·the amount of the security 

deposit 

Audit of the Electricity· Department, Daman. (February 02/ June 05) dbi.sdosed . 

that an amount of Rs. 2.32 crore was outstanding on account of electricity 
charges against various, consumers between February 1994 and March 2006; 

Scrutiny of the list of defaulting consumers revealed iliefoUo\Vi:ng: 
. . . 

(i) . As against the outstanding amomnt of Rs. L86 crore iri ,respect of 16 
conslUlfilers, the security deposit, i.n the form of bank guarantee, 

available was only for Rs. 22.43 lakh. 

(i.i) An. amount. of Rs. 8.21 fakh. was outstan.dmg in respect of six 

consumers again.st which bank guarantee for Rs. 3.62 lakh had already 

expired. 
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. (nii) lin th~ case of ·23 ·~omuffi.~rs, tllmligh outstanding. due~ had accumufaiedl . 
·- .•.. : . ._,I - . -.. . . . . . . .- .. 

. : ·to Rs. 0.76 ctore whereas ban.Jk gu~antee was either lllOt obtained or 

. : nofreceivedlfrom fue ~rutlc I ; . · · > : . : : ... ·. . . . 
.Hence, fail.me of .ilie Department to raise · the sectirity deposit amounts 
. . . . . . . .·' . . .. ,. ....... . :. :[ ' .. · . . ·. '.• . .· ' . . . : . . . : 

.. CQmmenS1llJrafo with efoctridty. COrisumed. and lllOri...:pmsuance Of bairnJk -.. .. . • ... . .·.. . . . .: .... :: . . . I . .. . ·. : ". ·:. .. . .• . ... - . :- . . 
· guaian!ee eitjbte~ ~or reyalidlation _()yfor recovery; re~ultecll m .accuiqo.uh1tion .of 
. arrears of electricity dues ammmtmg to. R.s. 232 crore as -of March 2006., · . 

. . .. : . . . . . . ·! . . -·: .. :: .. : . . ' ' " . . 

' fu reply, Department ~tated (N9~~~b~r 2~05) that the dause hnposing 

. payment Of securify ~~p9si~. wa&: prn~fodlecLin~ the· tariff notification and the 

' •. :same wotii~d be included:i111the· poweir supply agreement The department also 

.,.siat~d fuat at iliejune pf rdease)of connectlon/secini.ty' dlep6sithadl .be~n: . 

.. ~olle~ied·Jrom tiJle. co~.~mners _~t(ili~ . rate·:- app!ffica,Me but. securlty :dewosil 

reximrined to :be'eooa,ncecfdue to bike i.lll. tile tariff. Depru1nleht further replied 

· (Octo~er ·2006) that su6~equeimt to !i~su~ _of aucfuivob~~rvati9n; sec~ty· deposit 
·. . .· . ·~·· ... _.·: •··· • .:: .·:···. • . . .·· .. · I· - : . ··. . -: ' .. ".: ,. .. . . . ·. : . - ·. . 

·-. in 1:he foirm of 1Jan!(guarfilitee· Jb.acil J?een, enhaticed.ofrom Rs.1()00 to Rs. 1500 
.. . ·. : . ·'. :.. . . . . .· .. :. : :.' .. · ',. .. ,. . . ' . . ~ 1: . . : .. ' - . . . . . . . ·--='.'· ' ·. : . ·.. .· . . -~ ·. . .. . - .. . . -

: (Jllllly 2004) or. three montl:ns average consllmption whichever was hlgher;· andl _ 
. . . . . .. . -.:·. . : . ·: .. · .. :· :: .. : : ·,.-. . I . . . .. •·-:· ,_·, .... ·-:: .·., .· .... ._ ... : ·. ::.- . ,. ·. - . •. : : , ... : 

. : t~ ,Rs: 2QOO. in ~kt()b~r ~()O~~· The s~~u~tyd~posi~ ~t ~ere,yis~d·r~tes ".Vou:lclb~:·· 
·, collectedl from the.new consumers ani:l all.so. from tlle existing' coD.sumers on: . 

. . ·e~piry_ of pr~sent 6~ -~ar~teJ.:·:l'h~ d~faulfu~,-cases •. had already be~ri·. 
. : , . . .· ..... -:.- ... . . I · .. -·- - -. . .. -. ,./· :. ·.. " . . - . - - .. 
·re,ferredi to th~_Reven~e,]Retov~ryl ~~mt-(RJR.C}:f'or·recovery, of ?utstruulJi~g ·. _ 

dues after peli"ffianentw~c~nn.~c~ol ·,·· . . . : . ·. ; .• ·. _ · _.. . .•... _· - .. ..· -_ · · 

The reply of the dl_elPru;tlll;len~- fO~s ~at am~ars ~~~e ~owed t() accm~ulate ... 
beyondl the secunty deposit amounts. andl pro1ITlpLactmn was not taken by .. . " .. . .. : . . . .. ···.'I· . .-.- ·. .: ... . .. . . • .. 
disconnecting the decttjc supplies tp defaulting coJ01sumeirs. .. _ . .. · · ·. · .. 

· Thus, due~ to . fac~ o~ ~i~ilanc_~ _{mj:the ·.~artof the' IElecfridty: Depart~ent; fil1 
· amount of Rs. 2.32 tmre remamed outstanding for the period!Jrom February. 

· 1994 to l\ifarch 2006 reslliltmg'·in idss ofinterest of Rs. o. 79 Citore· callcufated at. . . . . .. -. . . • I ... - - . . . 
a_nommallrate of~ per cent per_ annum.. . . .· . · · ·, . . · · . .. ·- .· 

. . .. · . .·-· ... ~~ . . 1 .. · . ' .. ·.. . . . 

. The matter was referred. to the MID.istry in June 2006; their reply was awaited . 

. . ·. . .·. - . ·.: . . I . . . . . 
·as of Se!Jtember 2()06.. · 
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Despitte irepeatted. Jinsttmc1tfons a][Jld. 1itecomme1rndl21ttfom of tthe · Pnnlbllk 
. Accoumtts Commiitttee, va!ifonns mi][JliisttrD.es alOld depa!ittmeiffifs diidl imioltt sfiltllinm.iitt 

Aetfo.in Taken Notes oirii. 127 auurl!ii1l: pair21grnphs eve][Jl aftter tthe fapse ofttlhte 
1l:ime limit piiescll"ibed. by ttlrne lP1ll!blllc Accrn1.m~ Crnlmniitttt:ee. 

With a view to ensuring accountability of ·the- executive in respect· of the 

matters brought out 1n various Audit Reports, the Public Accounts Commit~ee 
·(PAC) decided in 1982 that the Ministries/Departments· should· furnish 

remedial/corrective Action· Taken Notes (ATN s) on all paragraphs contained 

"in these Reports. 
. . . . 

PAC took a serious view of the inordinate deiays and persistent failures on the 

part of a large number of mini~tries/d~partments in furnishing the ATNs 

within the pr~s~nbed time lifuit IIi theif Ninth Report (Eleventh Lok Sabha)· 
presented.to the Parliament on 22 April.1997, PACdesrred that sri]Jlllissiori.of · 

· pendingATNs pertaining to the Audit Reports.for the years ended M~ch 1994 

and 1995 becompleted within a period of three months and recomffiended that 
ATNs on. all paragraphs pertaining to the Audi( Reports for the year ended 

March 1996 onwards be submitted td them duly vetted by Audit within four .· 

months from the laying of the Reports hi Parliament. 

Review of outstanding A TN s on paragraphs in.chided in: ilie Reports of the 

Comptroller and Auditor General of India, Unio~ Governinent (Civil, Other 

Autonomous Bodies and Scientific Departments) as of October 2006 disc.losed 

that the Ministries/Departments ha:d not submitted.ATNs on 127 paragraphs. 

This included 35 paragraphs included in the Audit Reportsupto and for the · 
. year ended March 1995 as indicated in Appendix-I. ·The outstanding ATNs 

date back to as far as 1988~89. · 
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240 

200 

160 

Summarised 
posltlon of 120 

ATNs 

80 

40 

0 

• ATNsdue 

ATNs not received at all 

• ATNs under correspondence 

• Upto the year ended March 
1995 

39 

35 
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For the years ended March 
1996 to March 2005 

224 

92 

132 

Though the Audjt Reports for the year ended March 1996 to March 2005 

were lajd on the table of the Parliament each year between May 1997 and 

March 2006 and the prescribed time limjt of four months had e lapsed in each 

case, the mjni tries/departments were yet to submjt ATNs on 92 paragraphs 

whi le fi naJ ATNs in respect of 132 paragraphs were awaited as of October 

2006 as indicated in Appendix ll. 

18.2 Departmentally Managed Government Undertakings - Position of 
Proforma Accounts 

The General Financial Rules stipulate that the departmentally managed 

government undertakings of commercial or quasi-commercial nature will 

maintain such subsidiary accounts and proforma accounts as may be 

prescribed by the Government in consultation with the Comptroller and 

Auditor GeneraJ of India. 

There were 34 departmentally managed Government Undertakings of 

commercial or quasi-commercial nature as of March 2006. The financial 

results of these undertakings are ascertained annually by preparing proforma 

accounts generally consisting of Trading Account, Profit and Loss Accounts 

and Balance Sheet. While the Government of India Pres es prepare Proforma 

Accounts without Trading Account, Profit and Loss Account and Balance 

Sheet, the Department of Publications prepares only the Store Accounts. 

It is necessary for eac!- Ministry and Department to en ure that the audited 

accounts are prepared by the undertakings under their control within nine 

months of the c lose of the financial year. The position of the summari sed 

financial results of the departmentally managed government undertakings on 

the bas is of their latest avai lable accounts is given in Appendix III. 
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From the Appendix, it will be seen that the proforma accounts were Jin arrears 
in respect of 29 undertakings for periods ranging from one to thirty three years 

as shown below: 

2001-02 to 2005-2006 
i--------,---~-.. ,·-···-;---19_9_5~-96 to 2000-2001 

1-----,-33_-34. 1973-74 
'lrottail 

fu the case of Shlppiilg Services, Anc:laman. and Nicobar Islands,· the proforma 

accounts were in arrear since 1973-74 o~wardls. In the absence of proforma 
. . . . . 

accounts, the cost of services provided by these organ.isati.ons, which are 
. . - -

intended to be managed on commercial basis, could not be ascertained. ][t was 

also not possible to work out normal performance indicators like return on . 
investment, profitability etc. for their activities. 

The delay in compilation of accmmts in respect of departmentally managed 

undertaking was brought to the notice of Secretacies of the Ministries of 
(i.) Agriculture (ii.) Defence (iii) Environment 'and Forests (i.v) Finance 
(v) Health and Family .Welfare (vi) Information& Broadcasting (vii) P~wer 
(viii) Shipping, Road Transport and Highways (i~) Urban Development in 

December 2006. 'fheir responses were awaited as of December 2006. 

~~i~~;;1jm~~~1~~i@£Jf~~~!~JC~lS2~4Y:~~~AI~n1'.iD!!lw~!@·· 

Statement of losses and irrecoverable dues, duties, advances written off/ 
waived during 2005-06, is given Jin Appendix- ][V to this Report. It will be 

seen from Appendix that in 360 cases, Rs. 95.41 crore representing losses 

. mainly due to failure of system, Rs: 1.72 crore due to neglect /fraud etc. on the 
part of individual Government officials and Rs. 5.18 crore for other reasons, 

were written off during 2005-06. During the year, recoveries waived and ex­
gratia payment made i.n 588 cases totalled Rs. 15.27 crore. 
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!r~~~t!i~~l!m~~ 
I 

Des][JJD.fo diiiriecttll®l!ll§ of Mimillstcy ~if lFihrnarrncie iss11lle<ll aitt tlhle nrrnstallllce of "lllirnbliic 
• . .1 . . . ' -

Accmm.ts Ornnmmftttee,. Secire~irftes ·®fr' llllllfurnisttn:"iies/dieJlllaiirmmerrntts m«ll rrn®t serrnd 
iresJpJ®imse tt® 241 @f ·s@ itllirailf1t JPlaiirai~rlill!Pillis nl!D.cfilll!([llerlLiiIIB thlls Reprnrtt. · · .· 

. I 

On the recommendation .of the P~C, Ministry of Financ·e issued drrections t~ 
all mllristries in Jrme 1960 to $end. therr response to the draft paragraphs 

proposed for inclusion in the Report of the Comptroiler and Auditor General 
. . . I . . 

of fudia within. six weeks .. The draft paragraphs are always forwarded .by the 

respe9tive .·· Audit offices. t~. · · the Secretari~s of the concerned 
ministries/departmepts 'throlllgh demi-official letters drawing their attention to 
the audit finillng~ a~~ requestUi_g lthem. to send.~eir. respon~e wi~n s~x ':'eeks. -
The fact of non-receipt of replies from the· rmmstrtes are mvanably mchcated . 
at.the en.d of each su~hparagrapti included in the Audit Report · .· · . 

· 50 draft paragraiphs included. in this Report of .the Co~ptroUer an.d Auditor 

. General. of fodia for the ~ear le~d~d _March 2006 were -~orwarde~ to the .. 
Secretanes of the respective ·. m1mstnes/departmen.ts dunng Apnl 2006-. · 

. . .· . I . 
. ·December 2006 through demi-oft1cial letters~ 
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The Secretaries of the ministries/departments did not send replies to 24 draft 

paragraphs in compliance to above instructions of the Ministry of Finance 

issued at the instance of the PAC as indicated in the Appendix-V. As a result 

these 24 paragraphs have been included in this Report without the response of 

the Secretaries of the ministries/departments. 

New Delhi 

Dated 07th March, 2007 

Countersigned 

(Dr. A.K. BANERJEE) 

Director General of Audit 

Central Revenues 

New Delhi (VUA YENDRA N. KAUL) 

Dated 13th March, 2007 Comptroller and Auditor General of India 
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. ·. AJ,>PENDIX~ I 
(Refers to Paragraph No .. 18.1) 

'·S~maris~d p~*fon.oftbe Action T~ken Notes awaited from. various ministries/departments up w the year end~d M~rch 1995 as of.October 2006. 

l. , .Finance I ·1994 J 2 I - I 2 
' . · . (Department of · . 
--- -R~venue)-.-. -· .~-

2, _ .\ Inforni~tfon and· · I 1995 I 1 I - I . · 1 : I - I - I - I - I . " I -· I 1 \· - I . 1 . . . 
Broadcastiiig 

·3. I Urban 1989 . - .. -· - l· 1 . - - - -· 1 1 I " Development and _ < 

_1990 - 5 - 5 - 5 5 P:ov¢rty . - ~ .- - -
Alleviation 1991 - 8 8 - 8 I 8 - " - - -

1992 - 9 9 - - 9 I 9 - - - -

J993 ·" 12 - - -1 '\ - - - 12 - -·· 12 12 ,-
·; ~ 

4. · . YouthAffairs & -' 
i994 - - - 1 ~ -._,·1-:. - - - I 1 .· I - I l isports · 

!•,' 
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__ :_ _____ APPENDIX-II--~- ~ - -·-

. (Refel!'s to Pal!'agraph No. 18.:1.) 

Summarised p~sitio~ of the Action Taken Notes aw~ited from various miniStries/departm.erits up to the year ended March 2005 as ~f Oct~ber 2006. ·. 

1. 
I Department of . · I 2003 ~ - - - - - 1 

Telecommunication 

2005 - " - - - - . 1 1 - I 1 

2. I Commerce& 
1 2004 

I I I " 
Industries 

1 - - 1 - - - - - -/ 
I I . •, 

2005 3 3. - - - - - - - · l 3 I 3 . 

3, I Department of 2004 " 
Scientific and 

2005 I I I I I ··I . 2 I 2 I I 2 I Industrial Research - - - - - - - 2 

(DSIR) . I• 

4. I Culture I 1998 - - - 1 .· ·- ·. 1 
I I I I I I 

I T I . . - I I 2 I . I . ·2001 ,• . - - 2· - 2 - - - 2 

. 2003 1 

2004 1 - 1 ... . 2 2', - - - 3 2 .· 

2005 - . - - 1 1 
; 

-·. - - - 1 - I 1 

5. I External Affairs I 1999 I 1 

I 
-

I : I 
-

I 
.. I 

I 
-

~ I 
-

I I 

1 

I I 4 - -- - - - 4 - 4 2000 
: ..... 
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_,,) 

- . - ., .. 
.•. 2062' 4 - 4 - - - - - - 4 - 4 

20Q3 11 3 . 8 - . - - - - - - 11 3 8 

2004 11 5 6 1 - ' l . - - - - 12 5 .·. 7 

2005 5 2 3 - - - . - - - 5 2 3 

1-1998- ·c-1-- . --~--- --·.I---c- ·--· --·- - , 
-~ . ...'.....___;_ 

- . - 1 - l . . ~·-·-- -·1---- ~-----
Finance 

· 1 · 1999 . 2 . ·. 1 . l 2 1 1 6. I· - - - . - - -

2000 1 - 1 - - - - . - - 1 I - I 1 

2002 1 1 - - - - . - - - 1 

2003 4 1 3 1 - 1 " - - 5 1 4 

2004 1 1 ·. 2 - 2 - - - 3 - 3 .• 
2005 1 ·. - 1 1.' - 1 - - - i - 2 

7. I Health.arid Family j 1997. 1 . -. ' .• l - - - - - - 1 
Welfare 

I 1999 1 - l 1 - 1 .- - - 2 - 2 

2000 ·3 1 2 - - - - - - 3 . 1 2 
.. 

2001. 3 1 2 - - - - - - 3 1 2 

·.2002 .. l - 1 2. 1 ' 1 - . - 3 1 2 
-

:2003 I 2. I - I 2 , I - I - I - I - . I - I - I 2 I - I 2 
-···-·-· 
2004 I · s I 1 · I 4 I 3. · I - I . 3 I - I I I 8 I 1 I 7 
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SL No. Report Civil Other Autonomous SdenUftc Departments Total 
ror the Bodies 

Name or the 
Ministry/Department year Not Under Not Under Not Under Not Under 

ended Due received corresp- Due receJved corresp- Due received corresp- Due received corresp-
March at all ondence at all ondence at all ondence ataU ondenc:e 

2005 5 5 - 2 2 - - - - 7 7 -
8. Heavy Industries & 2005 l I - - - - - - - I 1 -

Public Enterprises 

9. Home Affairs 2004 I - l - - - - - - l - I 

2005 I l - - - - - - - I l -
10. Human Resource 

1999 2 2 2 2 
Development - - - - - - - -

2000 I - l - - - - - - I - I 

2001 I - I 3 - 3 - - - 4 - 4 

2002 - - - 3 3 - - - - 3 3 -
2003 4 1 3 2 - 2 - - - 6 1 5 

2004 3 - 3 7 2 5 - - - 10 2 8 

2005 I I - 7 4 3 - - - 8 5 3 

Department of 
Women and Child 2002 1 - I I - I - - - 2 - 2 
Development 

11. Information and 1997 2 - 2 - - - - - - 2 - 2 
Broadcasting 

1998 I - I - - - - - - l - I 

2000 3 - 3 - - - - - - 3 - 3 

2001 3 - 3 - - - - - - 3 - 3 
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2003 1 ... -· . 1 4 - ·4 - - - 5 - 5 

2004· i " 1 •'' 4 2 2 - - ·- 5. 2 .3 

.2005 1 " . 1 5 4 1 - - - 6 4 2 

12. I Labour · I 2000 - - . - 1 - 1 - - ~ 1 - 1 

__ 200J_ 
.. 

_L:.: -· _1_._ 1 L------------- --·-- --- - - -
2004 l - 1 - - - - - - 1 - 1. 

2005 - - - 4 .3 1 - - - 4 3 

13. Law &)ustic~ 2003 1 1 - -· - . - - - ·1 1 

14~ . Plaririirig Commission. 2005 - - - 1 1 - - - 1 

15. Power 2005 2 1 1 - - " - ' - 2 1 

16. Shipping 2004· 1 1 - .J 1 - ·- - - 2 2 

I 2005 1 1 - 10 4 6 - - . - . 11 5 I 6 

17. I SmaltScaleJridustries I 2004 L - 1 - - - - - - 1. - .· . I . l 
and Agro Rural 
Industries 

18. I So~ial .Justice and 
Empowerment 1:1 1 

I 

-

I 

1 

I 
'. I 

-

I 

-

I 

-

I 

-

I 

-

I : I 

-

I 

l 

- - c .1 - - - - 1 

1 - 1 - - - - - - 1 
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SI.No. 
. 

Other Autonomo~ Report Civil Scientific Departments Total 
for the Bodies 

Name of the - - - - -- -
Ministry/Department year Not Under Not unaer Not Under Not Under 

ended Due received corresp· Due received corresp- Due received corresp- Due received correi.p· 
March at all ondence at all ondence at all ondence at all ondence . 
2004 I I - I I - - - - 2 2 -

19. Statistics and 1997 I - I - - - - I - I - -
Programme 
Implementation 2000 I - I - - - - - - l - I . 

20. Steel 2003 I I - - - - - - - I l -
21. Textile 2003 I I - - - - - - - I I -

2005 I I - - - - - - - I I -
22. Tourism 2004 I I - - - - - - - I I -

2005 . 2 2 - - - - - - - 2 2 -

23. Urban Development 2002 I I I I - - - - - - - -

2003 I I I I 

2004 2 2 - J l - - - - 3 3 -
2005 3 3 - 4 4 - - - - 7 7 -

24. Youth Affairs & Sport 2003 I - I - - - - - - I - I 

2004 I I - - - - - - - I I -
2005 - - - 4 4 - - - - 4 4 -

-
TOTAL 131 47 84 88 40 48 5 5 - 224 92 132 
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. AIP'lP'lENIDKX-m 
· . · . • · .. . · . (!RefeJrs fo J!lllllll"lllgilllpnii ll.8.2) . . · · .. 

Shninmlrm!lllriseall lfftnnlllnciinll resuiillts. of ][)eJ!lllllll"tmennWJl!Ily Mlllnnlllgeall Govemmeim¢ 1Unn.alleJrfulkinngs .. 

MJINJISTIRY OlF AGllUCimLTIJilm .. 
Increase in gross block 
of assets is due to 

J. I Delhi Milk Scheme I 2005"06 I 3622.88 I 23399.d7 I . 2214.73 I (")1222.71 . I 173.87· l . (-)l048.30 I -- I appreciation in yalue of 
--------- land-taken-to:thetune·of-

Rs. 22343.40 lakh .. .. 
2 .. I ke~cum-Freezing Plant, .Kochi · · 1 2004-05 I 239.95 I ... 1226.39 I 82.58 , . 81.89 I ·28.79 I . · 44.22 I -

. Mlrl'fn§TJRY OJF ][)JEJFJENCJE 

3. I Canteen Stores Department · ·· I 2004-05 · · I 48:00 I 3369.56 I · 2628.79 I 6421.81 I 9054.49 I 15476.30 I 21.19 

.MJINJI§TIRY OJF lENVIl!RONMENT ANID JFOJIIBSTS 

. *Ipterest on 
Goyemment ·Capital as 
per · the ·Proforma 

4_ .. , D~partrnent of E~viromiie~t and Forests, · 1 1999cOO · j .··· 1443:83 J .162.1~ I 1i81.12 I . (-)993:991 *2147.31 I (-)993.991 
. . I Accounts is .Rs. 2147.31 

(-)4.20 lakh. But the. correct Andaman and Nicobar Islands · . · 
figure if correct natured 
of calculation of interest 

. ~·I I I .I I is adopted · it is 
Rs. 1164.45 lakh. 

Milm§']['RY OlF JFThIANIClE 

.5. Bank Note Press, Dewas .. 2004-05 28901.11 11958.13 · 16942.98 162.1.08 :2043.22 3664.30 12.6J 
6. Currency Note Press, NasikRoad .2004-0:S .. 47357'°1 26322.97· 2l123.94 (+)691.94 3010.38 8326.58 26.50 
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Interest %age or 

SI. Period or 
Govern- Block Deprecl- Profit(+) 

on 
Total 

total 

No. 
Name or the Undertaking 

Accounts 
ment Assets atlon to 

Los.s(-) 
Govern-

return 
retu.rn to Remarks 

Capital (Net) date ment mean 
Capital Cao ital 

7. Government Alkaloid Works, Ghazipur 2003-04 508.25 404.89 99.15 76.79 164.79 241.58 15.04 1606.12* 

8. Government Alkaloid Works, Neemuch 2003-04 1412.42 1020.92 383.18 2921 .36 4.19 2925.55 7168.71 40.81* 

9. Government Opium Factory, Ghazipur 2003-04 366.44 217.47 165.96 1305.72 1341.23 2646.95 20.25 13072.40* 

10. Government Opium Factory, Neemucb 2003-04 53234.00 404.99 124.89 7008.51 892.91 7901.41 90.79 8702.84* 

11. India Government Mint, Hyderabad 2004-05 67038.39 21455.80 3715.39 (-)7430.64 7910.53 

12. India Government Mint, Kolkata 2002-03 479.46 5735.44 1127.60 (+)5545.55 58.21 5603.76 - -
13. India Government Mint, Mumbai 1999-2000 41415.96 4718.48 1637.18 . 10001.12 5269.22 36.87 Nil 

14. India Security Press, Nasik Road 2004-05 80352.15 11641.97 5196.97 (-)3684.12 5291 .47 1607.35 2.91 

15. India Govt. Mint, Noida 1998-99 2629.24 1905.20 724.04 3809.92 211.98 3821.91 145.36 

16. Security Paper Mill, Hoshangabad 2002-03 9448.39 4034.83 3461.09 (+)1582.94 Nil 1582.94 -
17. Security Printing Press, Hyderabad 2003-04 2325.00 814.00 1400.00 1.00 821 .00 822.00 - -

MINISTRY OF HEALTH AND FAMILY WELFARE 

18. Central Research Institute, Kasauli 2004-05 906.87 251.03 99.81 (+)124.24 137.04 549.86 38.44 

19. Medical Stores Depot 2001 -02 3224.27 87.41 26.62 (-) 473.38 46.97 147.73 -- Does not contain figures 
pf MSD Chennai & 
µuwahati as these were 
available only for the year 
12000-01. 

20. Vegetable Garden of the Central 2005-06 0.31 0.23 0.00143 0.204 0.125 0.390 84.59 
Institute of Psychiatry, Kanke, Ranchi 

•Mean capital for the year 
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22. 

MINSTRY OF INFORMATION AND BROADCASTING 

Films Division, Mumbru · I 1994-95 . I·· 164f.87. 

MINlISTRY OF POwER. 

Badarpur Thermal Power Station, New 
Delhi 

2005~06 42673 10445 

Report No. 2 of 2007 

01418.89 . Loss indicates loss for the year. · · 

35625. ,, (+)3100 863 3963. 9.29 

23. I Electricity Department, Andaman _'._ __ -20.Ql-QZ ___ _l_7926.4L 15464.33 _. 2015,& J:U5167.0l· I 1718.91 j_(:L~~94.Q7.j_(:)_fil_;_40 '._
1
-'------'---· _

1
, __ _ 

+ ·- and.Nicobarlslands-------.-· . · · · . · · ·, 

24. 
·. Electricity Department;_ 

· Liikshadweep · 
· 1 2004-05 I . 4228.68 I 2654.59

1 

1574.09 I (-)2066.76 I 343.26 I (")i723.50 

15761.36 
25 .. · Deptt. of Atomic Energy,. I 2004-05. I 41494.48: I 25733.13 

. Nuclear Fuel Complex,_ Hyderabad 
15053.471 5685.11 20738.58 48.94 

Figures are provisional. 
26; I Deptt. ofAtomic Energy, Heavy Water I 2003"04. I 103611.si 1 · o.bo' 

.·_PoolManagenient, Mumbai 
o.oo I(-) 39296;94 I 72191.19 32894.25 4.68 

. MINISTRY OF SHIPPJ!NGH, ROAD TRANSPORT AND HIGIHIWA YS 

Department of Road Transport md JH!igllnways 

27. · I Chandigarh Transport Undertaking I 2004-05 7994.47 I 5128.94 745.21 C-)72L55 I 334.24 I (-) 387.31 I (-)3.84 

1910;21. I · 532J9' ·_.1084.46" <-)18653.37 I 1825.09 I H.16828,28 I H 111.94 
.: . i 

28. I . State Transport Sefvice, Andaman 
_and Nicobar-Isiands; Port Blair · 

2004-05 

-
Depa~ellllt of S,llnipping_ , 

29. I Andaman Ferr}r Service 2002.:03 26092.38 I 3373~67 I • · 5486.23 I <-)32.74 H 2553.32 I (-) 2586.06 I (-)9.91 
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Interest %age of 

SI. Period or Govem- Block Deprecl- Profit(+) OD Total total 

No. Name of the Undertaking 
Accoun ts meot As.wts atioo to 

Loss(·) 
Govern- return 

return to Remarks 
Capital (Net) date ment mean 

Capital Capital 
30. Department of Lighthouses and 2003-04 14619.00 15288.00 6051.00 (+)4503.00 340.00 4843.00 66 

Lightships 

3 1. Marine Department (Dockyard) 2003-04 2884.55 205.10 61 .60 (-) 4166.22 (-)289.41 (-) 4455.63 (·) 154.47 
Andaman and Nicobar Islands 

32. Shipping Services, Andaman and 1972-73 43.50 56.80 7.89 (-) 80.15 4 .47 (-) 75.68 - Accounts for the period 
Nicobar Islands 1972-73 to 1991 -92 

received but returned 
by Audit to the 
department for 
authentication. 

MINISTRY OF URBAN DEVELOPMENT 

33. Department of Publications, New Delhj 2000-01 & - - - - - - - Instead of proforma 
onwards accounts, the 

publication department 
prepares store accounts 
wrucb have been 
audhed upto 1999-
2000. The Minjstry 
decided in November 
200 I to change over the 
accounting system to 
commercial paner:n of 
accounts. The 
department has 'still not 
changed over. 

34. Go vernment of India Press 2004-05 1191.63 - 60.44 - 55.99 - - Govt. of lndia Press 
works on "No Profit, 
No Loss" bas is. 
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. . , f\PlPJENID][X-W . . . , .· .. . · .. . . 
·.. · . (JRefen-s t() lP'imngn-aplbt Jl.8.3). . · · · 

§mtemennt of Ilosses allll.«l! ill"ll"ecoveblb>Ue idlunes writtellll. off/waftvedl idlunrinng 21!DOS-21!D06 
1 ' ' ' . 

', 

Name ()[ Mfuriii.stiry/ 
llJlepan-ltmmennt 

lFafillunir'e ()[ 
. systell1m. 

N~glle~t/frauniill Wai.ven-. olf 
Otlbten- n-easonns . I . etc. recovecy . 

Agriculture· 

Atomic Energy 

Central Excise 

Customs 

Defence 

External Affairs 

Fi.nance (Economic Affairs 
and Revenue) · 

Heal.th and Fiimily Welfare 

Home 

Information Technology 

Lok. Sabha Secretariat · 

Mines 

'Power 

Planning 

Post and 
Telecommunication 

Space 

Science and Technology 

Shipping, Road Transport 
and Highways 

Urban Development 

Water Resources 

No. 
()f Am()Umt 

cases· 

8 1:01. 

29 9499.00 

1 · 33.00 

16 7.88 

Nol 

ofi 
cases 

I 

I -, 

-1 
-1 

·1 - ' 

I 
-I 

I 
-:-1 

I -, 

-1 
-1 
-1 

I 
-I 

128 
I 

:_I 
-1 
r4 

I 

-1 
-1 

No. No; 
All1milunnnt olt" All1molllllllt of Amounnnt 

cases· cases 

0.98 -. 
30 9.33 

'. 4 1.24 

0.63 . 15 13:80 

2 162.79 

3.35 

3 0.56 

' 31.00 17 210.56'" 

0.55 

2 4.69° 

2. 0.01 

2 .· 2.55 

0.04 

1. ' 0.09 

127~55 29 2.87. 3 0.19 

9 0.67 

8 7.84 i ·om 
9.65 34 111.83 

0.40 0.06 
' 

'll'oW '!Jl54l0.8'!JI . Jl.5~ ll 7ll.55 ll.56 5ll 7 .65 2ll .. · Jl4l.].6 

* Payment _made to employees of India Investment Centre who opted· for special VRS. 
"" Book value Rs. 2,99,95.0 I · · . .. 
• Amount includes Rs. 3,36,074 of CCA item also . . . . . I . . 
• Financial assistance to flood affected employees of JNPT at the rate of Rs. 5000 .each 

(RilDees in lakh) 

·lEx-gn-atia · 
.. . ·JP'aymennt · 

·No. 
· olt" Amolim.t 

cases 

5.00 

71 ' 353.34° 

47 0.11 

61 3.o5• 

387° 1151.57° 

.567 ll5ll3.()7 

I 
0 Ex-gratia payments arising out of special VRS to Central Government employees declared as surplus . . . I . . . 

ma. de by PA Os under the accounting control of CCA, UD and HUP A . . . I 
i 
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" I. 

., 

· APPJENDllX.· V 
(Refell"S ro ilill Pall"!llgll"aplln 18.41) 

R.espol!l!Se o!t' ¢lhle mmimstries/i!llepal!"tmllielI!lts ro i!llralft psragraplb.s 

No.of 

sn~No Mfumistry/ Deparimel!Ilt · 
·. TotaH No. of Paragraphs to .. 

Paragraphs . _which reply not 
received 

1. ' Amcultural · or --I 

2. i Ccmnnunication and 09 06 I Ilnfoimation 'fechnolm!:'v . .. 

·3. Company Affairs .. 01 -- .. 
I 

4. I Culture 02 .01 
5;. Ministry of Earth Sciences 01 or 
6. j Ministry of Environment & 01 -

i Forest .. 

7. I Extemall ·Affairs 13 07 

8 .. ! Finance 02 01 .. 
9. l Heallth and Family Welfare 03 --
10. i Home Affairs 02 --

·i Human Resource 
11. 01 I Development 

04 

12. ··:,: Mines and Minerals 02 01 
13:_·. I Science and 'fechnoloi!v 01 -- . 

14. ! Shippirig, Road 'fiansport an,d 02 01 I Highways 
· 15 .. I ·Tourism~ 02 

.. 
01° I 

16. l Urban Development 02 02 
17. ' Umon Territories 02 02 \ 

! Totall·. Sfb 24 

'. 

l 
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Reference fo 
· . Paragraphs of tlhte · 

· Audit Report 
.. 

--
2.2; 2.3, 2.4; ~i:5, -i.6, 

·2:9 
.. -· 
4.2 '; 

5.1 

7.1; 7.3; 7.~. 7,9, 7.12; 
7;13, 7.14 
8.1 · 
·~-

--
., 

.. 
11.2 .... ~ . : 

12.2 
--

14~2 
:··.; .. 

·152 
16.l and 16.2 
17.1and17.2 ... ·:-


