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PREFATORY REMARKS
This Report for the year ended 31 March 1997 has been prepared for
submission to the Governor under Article 151 of the Constitution. It relates mainly to
matters arising from the Appropriation Accounts for the year 1996-97 together with other
points arising from audit of financial transactions of the Government of Himachal
Pradesh. It also includes certain points of interest arising from the Finance Accounts for

the year 1996-97.

2 The Report containing observations of Audit on Statutory Corporations, Boards
and Governinent Companies and the Report containing the observations of Audit on

Revenue Receipts are presented separately.

B Cases mentioned in this Report are among those which came fo notice in the
course of test audit of accounts during 1996-97 as well as those which had come to notice
in carlier vears but could not be dealt with in previous Reports; matters relating to the

period subsequent to 1996-97 have also been included, wherever considered necessary.

(vii)







OVERVIEW

This Report includes two chapters on the Finance and Appropriation:

Accounts of the Government of Himachal Pradesh for the year 1996-97 and four

other chapters, comprising 8 reviews and 45 paragraphs, based on the audit of

certain selected programmes and activities and of the financial transactions of the

Government. A synopsis of the important findings contained in the Report is

presented in this overview.

* %k

%%

Accounts of the State Government

The assets and liabilities of the State Government stood at
Rs 3523.57 crore and Rs 3767.55, crore respectively at the end of
1996-97. Upto 1994-95 the assets of the State were more than the
liabilities. From 1995-96 the liabilities of the state were higher. During
1996-97 the gap between assets and liabilities increased by
174 per cent. The inereasing gap between assets and liabilities during
1995-97 was mainly on account of continued revenue deficits during
1994-97. The year closed with a revenue deficit of Rs 154.86 crore as
against the revenue deficit of Rs 150.32 crore in 1995-96.

Against the total revenue receipts of Rs 1992.02 crore during the year,
expenditure on revenue account was Rs 2146.88 crore. The tax and
non-tax ‘revenue totalled only Rs 558.97 crore which was far from
adequate to finance even the non-plan revenue expenditure
(Rs 1496.33 crore) of the Governiment. The State could raise
28 per cent (tax revenue: 21 per cent and non-tax revenue: 7 per cent)
of the total revenue receipts during 1996-97 and remained heavily
dependent on grants—in-aid from the Central Government and its share
of Union taxes and duties which constituted 50 per cent-and 22 per cent
of the total receipts.

The abbreviations used in this Report have been listed in the Glossary in
Appendix-XII (Pages 333-335)
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Revenue expenditure increased by 13 percent during 1996-97
(Rs 2146.88 crore) over the level of 1995-96 (Rs 1904.35 crore)..
Non-Plan revenue expenditure increased by 83 per cent during 1992-97
whereas the Plan revenue expenditure increased by 99 per cent during

the same period.

Government investments in various Statutory Corporations,
Government Companies, Joint Stock Companies ‘and Co-operatives
increased from Rs218.45 crore at the end of 1992-93 to
Rs 729.19 crore at the end of 1996-97. However, only a meagre
amount of Rs 0.54 crore was received as dividend during 1996-97. In
the case of 14 loss making Public Sector Undertakings in which
Government had invested Rs208.10 crore upto 1996-97, the

accumulated losscs amounted to Rs 212.67 crore.

Revenue deficits being the gap between revenue receipts and revenue
expenditure increased from Rs 93.08 crore to Rs'154.86 crore during

1992-97.

Fiscal deficit, being the excess of revenue and capital expenditure
(including net loans given) over the revenue receipts increased from

Rs 311.55 crore to Rs 572.03 crore during 1992-97.

The State Legislature had not passed any law prescribing a limit on
borrowings by the State Government. The discharge of internal debt
ranged between 58 and 116 per cent (inclusive of interest payments) of
the additions during 1992-97. The discharge of other liabilities ranged
between 85 and 95 per cent of the additions during the same period.
The burden of interest increased from Rs 54.32 crore in 1992-93 to

Rs 78.22 crore in 1996-97.

(x)



& Government made repayment of Rs 694.47 crore for the principal and
interest on internal debt during 1996-97 as against Rs 530.13 crore
during the previous year. Repayment of loans and interest from
Central Government increased from Rs 199.49 crore to Rs 225.07 crore

during 1995-96 to 1996-97

L Guarantees given by the State Government for repayment of loans
raised by Public enterprises, local bodies, etc., increased from
Rs 756.09 crore as on 31 March 1993 to Rs 1642.81 crore as on
31 March 1997.

i Rupees 33.67 crore and Rs 420.94 crore were outstanding as ways and

means advances and overdrafts respectively at the end of the year.
(Paragraphs 1.1 to 1.9)
2. Improper operation of deposit heads

Test-check of records in respect of certain deposit heads of account

during June to November 1997 revealed the following points:

ok Funds to the tune of Rs553.20 crore out of the Personal Ledger
Account of Nathpa Jhakri Power Corporation were invested during
1992-97 in fixed deposits (Rs371.78 crore) and savings accounts in
post office (Rs 181.42 crore) in contravention of the provisions of the
fina'ncial rules. In 20 cases, premature encashment of fixed deposits of
Rs 76.37 crore made by the Director, Institutional Finance and Public
Enterprises between July 1992 and March 1996 resulted in loss of

interest of Rs 1.04 crore.

RS Housing and Urban Development Corporation (HUDCO) sanctioned
loan of Rs 105.32 crore to Himachal Pradesh Housing Board during
1995-96 on behalf of Government of Himachal Pradesh, to finance the

Gandhi Kuteer Yojna being implemented by the Rural Development

(xi)
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Department. Rupees 35.44 crore received by the Housing Board out of
the above loan during 1996-97 were deposited under the head-
‘8448-Deposits of Local Funds’, a non-interest bearing deposit head.
The Gandhi Kuteer Yojna in the meantime was entirely funded from the
State budget, while the amount of Rs 35.44 crore was lying unutilised
in deposit as of September 1997. Rupees 2.33 crore were paid on

account of interest on the loan to HUDCO by the state government.

Director, Transport of the State Government invested surplus funds of
the Passengérs Insurance Scheme Fund in fixed deposits and saving
bank accounts in violation of financial rules. Short term loans
aggregating Rs 53.08 crore were raised from local banks between
December 1993 and April 1994 against the security of the fixed
deposits to meet the requirement of repaying the overdrafis taken by the
State Government. Had the amount of Rs 37.40 crore been kept in the
Government account loans/overdrafts to that extent could have been

avoided. ‘

At the instance of (January 1997) of the State Governmént, Himachal
Pradesh State Forest Corporation raised a loan of Rs 154.34 crore
ostensibly for payment of advance royalty to the government. The loan
was bearing a rate of interest of 17 per cent and was backed by State
Government guarantee. The loan amount was not utilised for payment
of advance royalty. Instead, Rs 144 crore out of the same were
deposited under the head ‘8448-Deposit of Local Funds’
during February and March 1997 on the directions of the State
Government.  This amount was refunded to the Corporation on
28 March 1997. Three companies were paid arrangers’ fees of
Rs 1.02 crore by the Corporation upto July 1997 for mobilising the

funds. Besides, Rs 3.64 crore were allowed to investors as upfront
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* %k

* %k

%%

discount. As on 31 March 1997, the closing overdraft of the
government was Rs 420.94 crore, which was mainly on account of the
refunds made to the Corporation and Himachal Pradesh State Electricity
Board against loans raised by them during 1996-97. On 2 April 1997,
Rs 150.70 crore of the loan amount were again deposited by the
Corporation under the head ‘8448-Deposit of Local Funds’. This
helped in clearing the overdraft of the Government, which became nil
on 3 April 1997. Thus the loan was raised through the Corporﬁtion to
bypass the provisions of Article 293(3) of the Constitution of India, to

meet the difficulties in the ways and means position of the state.

(Paragraph 1.10)
Appropriation Audit and control over expenditure

During 1996-97, there were savings in 43 cases aggregating
Rs 116.11 crore.  Expenditure of the State Government, however,
exceeded the budget provisions in 25 cases by Rs 681.46 crore. The
excess expenditure required regularisation under Article 205 of the
Constitution of India.

(Paragraphs 2.2.1 and 2.2.4)
Supplementary provisions of Rs 97.62 crore obtained during the year
1996-97 constituted 3 per cent of the original budget provision of
Rs 2852.33 crore. Supplementary provisions totalling Rs 15.80 crore
obtained in seven cases during the year proved unnecessary as the
expenditure in these cases was less than the original budget provision.
Savings of Rs50 lakh and more in each case aggregating
Rs 113.56 crore occurred in 17 cases involving 15 grants and one

appropriation.
(Paragraph 2.2.1)
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Persistent savings/excesses, ranging from 6 to 417 per cent, occurred in
seven cases involving five -grants and one appropriation during the
three-year period from 1994-95 to 1996-97.

(Paragraph 2.2.2)
Savings of Rs 11.05 crore in 15 grants and 8 appropriations were not
surrendered by the concerned departments. On tﬁe other hand, as
against the savings of Rs 88.84 crore available for surrender in 16 cases,
Rs98.97 crore were actually surrendered. In 8 grants and
one appropriation, Rs 12.33 crore were surrendered although the
expenditure exceeded the grant and no savings were available. These
instances were indicative of inadequate budgetary control.

(Paragraph 2.2.3)
In the case of 30 sub-heads involving 10 grants/appropriations
Rs 4.52 crore were injudiciously reappropriated as either the original
grants were adequafe or no savings were available for reappropriation.

(Paragraph 2.2.7)
Of Rs13.85 crore drawn during the period from April 1993 to
August 1996 by 4 departments in advance of actual requirement,
Rs 5.16-crore were lying unutilised either with the executing agencies
or as deposits in banks, etc., at the end of March 1997.

(Paragraph 2.4)

Budgetary procedure and expenditure control

Review of the budgetary procedure and system for expenditure control

in the Agriculture Department during 1994-95 to 1996-97 revealed the following:

* %k

As per the Budget Manual, no provision was to be made in the budget

estimates for appointments to be held in abeyance. A total provision of

Rs 4.05 crore was irregularly made in the budget estimates in
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contravention of the provisions of the Budget Manual during 1994-95,
1995-96 and 1996-97 for 695, 480 and 597 vacant posts respectively,

inflating the budget estimates to that extent.

The Director of Agriculture failed to furnish budget estimates within the
prescribed time, did not send the liability statements to Finance
Department as required and did not enforce adequate control over
excess expenditure by drawing and disbursing officers. Three
controlling officers sent 12 estimates after the Department submitted
budget estimates during 1995-96 and 1996-97. As a result provision of
Rs 1.19 crore was made during these years against these heads on

ad hoc basis.

Frovision of Rs 7.50 crore made by the Finance Department without
any estimates by the Agriculture Department under the head
“2401-Crop Husbandry 113-Agriculture Engineering, 01-Agricultural
implements and machinery, Grant-in-aid (Non-Plan)” in suppiementary
appropriations in March 1995, remained unspent. This was contrary to
the provisions of Budget Manual which stipulated that supplementary
grants were required only when the amount included in a grant was

found to be insufficient.

The provision of Rs 2.01 crore relating to ‘Backward Area Sub-Plan’
under the Agriculture Department under Grant No. 11 was transferred
in February 1996 to Grant No 4 through a supplementary demand for
grants, ~ The Finance Department made a reappropriation of
Rs 2.01 crore on 30 March 1996 from Grant No.11-Agriculture though

no allocation was available for the purpose.

(xv)
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The Director of Agriculture drew Rs 99.40 lakh between February 1996
and March 1997 for three schemes. - Of this, Rs 16.97 lakh remained

unutilised in the current account of a bank as of November 1997.

(Paragraph 2.5)
Working of the Industries Department

The Department of Industries of the Government of Himachal Pradesh

is responsible for the overall economic development of the State through the

process of industrialisation. Expenditure of Rs 106.99 crore was incurred on

implementation of various programmes/schemes during 1994-97.

A review of some aspects of the working of the Industries Department,

revealed the following:

* %k

%* %
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Assets registers were not maintained by the District Industries Centres
to record the details of assets created through the money released by the
Director of Industries. As such, the Director of Industries had no

centralised information regarding the assets created.

Rupees 3.41 crore provided under 11 sub-heads against three major
heads during 1994-97 on ad hoc basis remained unutilised and had to be
surrendered or reappropriated as the provisions were not made on

realistic basis.

During 1994-97, hundered per cent expenditure of Rs2.11 crore on

seven schemes was incurred only in the months of March, in

contravention of the instructions of the Government.

Rupees 1.71 crore drawn between March 1990 and March 1997 for
execution of various works were not utilised and were kept in the form

of cash or deposits in banks/post offices.

‘Conveyancg advances of Rs 20.42 lakh were sanctioned during 1994-97

to 95 officers/officials, out of whom, 88 officers/officials had not
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purchased the conveyances. No lump sum recoveries of the advances
were made from the defaulters and no penal interest were levied on

them.

No surveys were conducted by the Department for ascertaining the
potential of various areas in the State for industrialisation and

employment generation.

Development of four industrial areas in Kangra and Shimla districts,
sanctioned in March 1988, had not been completed as of July 1997,

resulting in unfruitful expenditure of Rs 1.28 crore.

Fifty three works relating to industrial areas in 10 districts had not been

completed, even though funds of Rs 5.37 crore had been released to

various executing agencies between August 1987 and August 1996.

Rent of Rs 78.94 lakh had not been rerovered from allottees in respect
of industrial sheds in District Industries Centres, Kangra, Solan and

Una.

Payment of Rs5.25 crore was made by Department to Himachal
Pradesh State Industrial Development Corporation during 1995-97 for
establishment of an Export Promotion Industrial Park at Baddi without
making any land available for the purpose. Out of this, Rs 89.36 lakh
were spent on development works and purchase of five residential
quarters for the Corporation. The balance amount was lying in various
bank accounts.

Reimbursement of Central transport subsidy of Rs17.01 crore

pertaining to the period 1994-97 had not been receivea from the

Government of India as of November 1997.
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Industrial loans of Rs 16.93 lakh granted to 463 entrepreneurs between

1952-53 and 1994-95 had not been recovered as of November 1997.

(Paragraph 3.1)

Members of Parliament Local Area Development Scheme

The Members of Parliament Local Area Development Scheme was

announced by the Government of India in December 1993 to enable Members of

Parliament to recommend small works of capital nature to be done in their

constituencies. The scheme was launched in the State from 1993-94. A review of

the implementation of the scheme in 10 districts during 1993-97 revealed the

following points:

* %

*k
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* %k

The executing agencies were not rendering accounts of works executed
by them to the Deputy Commissioners. Ten Deputy Commissioners
received Rs20.30 crore during 1994-97, but released only
Rs 14.51 crore of this amount to the executing agencies for various
works. The balance of Rs5.79 crore was lying unutilised as of

March 1997.

Out of Rs 3.84 crore released to 14 executing agencies in 10 districts,

only Rs 2.26 crore were utilised as of July 1997.

Thirty four works costing Rs 18.15 lakh, in Mandi and Shimla districts,
though recommended by Members of Parliament, had not been taken up

due to insufficient funds.

Utilisation Certificates for 640 works (cost: Rs 3.39 crore) taken up
during 1994-96 and completed as of March 1997 had not been furnished

to Government of India by 10 Deputy Commissioners.
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Rupees 35.49 lakh were irregularly spent on 25 oﬁgoing works in
Kullu, Mandi and Shimla districts, which were already being financed

from the State budget.

Ten works such as water supply schemes, mahila mandal/yuvak mandal
bhavans, roads, etc., costing Rs 12.75 lakh in Shimla District and one
water supply scheme costing Rsone lakh in Solan District were
sanctioned by the concerned Deputy Commissioners in
February/March 1996 without obtaining the formal recommendations of

the Members of Parliament.

Sixty one works not permissible under the schemes were executed on
the recommendations of Members of Parliament for which
Rs 42.75 lakh were sanctioned by the Deputy Commissioners. Of this,
Rs 25.20 lakh had been spent upto June 1997.

Contrary to the instructions of Government of India, none of the
Deputy Commissioners had sent expenditure statements for the works
to the Accountant General. They did not also maintain the required
Asset Registers to show the number of assets created under the scheme.
The execution of schemes was not monitored at the State level. There
was no -evidence to suggest that the Deputy Commissioners were
inspecting the works. No signboards indicating the “Members of
Parliament Local Area Development Scheme Work” were erected at the
work sites as required.

(Paragraph 3.2)

Sanction, Procurement and Utilisation of Government vehicles

Records of the offices of five Deputy Commissioners and nine

« Sub-Divisional Officers (Civil) regarding sanction, procurement and utilisation Qf

aNE Wi
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government vehicles were checked in audit for the period 1992-97:

* %

* %
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Deputy Commissioners, Solan and Hamirpur purchased four vehicles
for Rs 10.01 lakh between July 1992 and April 1996 out of Local
District Planning funds (Rs 5.42 lakh: 2 vehicles), Integrated Rural
Development Programme funds (Rs 1.72 lakh: 1 vehicle) and regular
budget (Rs 2.87 lakh: 1 vehicle) without the sanction of the competent

authority. A

Rupees 1.67 lakh were spent on purchase of luxury items like tape
recorders and foam rubber/foam leather seats by the- Deputy
Commissioners, Hamirpur, Kangra, Shimla and Sub Divisional Officer
(Civil), Rohru in disregard of the ban on purchase of luxury iterﬁs for

government vehicles.

In the offices of the Deputy Commissioners, Kangra, Kinnaur, Shimla
and Solan, the average mileage of 21 vehicles was less than the norms
fixed by the General Administration Department, which resulted in

excess consumption of 31,702 litres of petrol valued at about

Rs 5.71 lakh during 1992-97.

Rupees 1.70 lakh were not recovered from 96 officers in nine districts

for private journeys performed in official vehicles.

Deputy Commissioners, Shimla and Solan used more than one vehicle
at different places at the same time and on the same dates for
2,376 kilometres and 292 kilometres respectively between April 1992
and November 1994 and the log books were. signed separately as

Deputy Commissioner and Chairman, District Rural Development

Agency (DRDA).
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In the offices of the Deputy Commissioners, Kangra, Kinnaur and
Shimla, the exact nature of official work was not mentioned in respect
of journeys of 2.45 lakh kilometres performed during 1992-97 by

21 vehicles.

Six vehicles from Kinnaur and Solan were taken for repairs to
Chandigarh and Shimla between April 1992 and July 1996 travelling

4,383 kilometres, but no repairs were carried out.

In five districts, during 1992-97, 25 vehicles covered a total distance of
2.50 lakh kilometres outside the jurisdiction of the controlling officers
without the prior permission of the Chief Secretary.  Deputy
Commissioners, Hamirpur, Shimla and Solan took their vehicles
outside the State during 1992-97 and covered a total distance of

6,878 kilometres without the prior permission of the Chief Secretary.

(Paragraph 3.3)

Integrated Watershed Development Project for Himalayan
Hills (Kandi Project) ‘

A World Bank aided Integrated Watershed Development Project (Hills)

was launched in June 1990 in Kandi areas in the districts of Kangra, Sirmour,

Solan and Una with the objectives of slowing and reversing the degradation of the

natural environment; conserving soil and water; improving production of crops

and reducing flooding and devastation caused by degradation of soil. Eighteen

sub-watersheds covering a total area of 50,029 hectares were seleeted for

implementation during 1990-97.

Important points noticed during a review of the implementation of the

Project are summarised below:

* %

Baseline surveys for the Project, due in the first year of the Project were

received after two to three years of the starting of the Project.

(xxi)



*

* %k

# sk

* %k

%k

* %k

* %k

Consequently socio-ecological state of the area could not be taken into

consideration while planning and executing the works.

Due to lack of full budgetary support by the State Government and slow
pace of expenditure, World Bank reduced the Project cost from
Rs 41.10 crore to Rs39.32 crore. State Government thus lost the

benefit of foreign aid to the extent of Rs 1.78 crore for the Project.

Of 50,029 hectares of area to be treated under the Project, only
35,483 hectares were treated during 1990-97, resulting in a shortfall of

29 per cent in the Project achievement.

- Prescribed cost norms were not followed by Assistant Project Officers

in case of 24 works .resulting in excess expenditure of Rs 54.97 lakh

during 1991-97.

Horticulture plantations raised at a cost of Rs 21.41 lakh, in Nalagarh
and Nurpur, survived upto a maximum of 45 per cent. Surviva]-
percentage of forest plantations, raised at a cost of Rs 58.95 lakh in
Nalagarh, Nurpur and ‘Una units, ranged between 10 and 49 as against

the minimum satisfactory survival percentage of 50.

Rupees 28.36 lakh were spent by the Project Director on barbed wire
fencing of horticulture plantations in Nahan, Nalagarh and Una during

1993-96, despite recommendations of the World Bank for live hedge
fencing.

Three Silt Observatory Posts established at a cost of Rs 5.91 lakh at
Nahan, Nurpur and Una did not function and as a result impact of
watershed rehabilitation in reducing soil loss and lowering silt flow

could not be measured.

Principal Chief Conservator of Forests purchased 16 vehicles at a cost

of Rs 28.60 lakh for the Project during 1990-94 but supplied only
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five new vehicles to the Project. Remaining 11 vehicles were retained

by him.

=X Village Forest Development Committees were to be set up for planning,
protection, afforestation and judicious use of eco-development of forest
areas. Shortfall in the their constitution ranged between 66 and

85 per cent during 1993-97.

(Paragraph 3.9)

9. Total Literacy Campaign

The Total Literacy Campaign project was launched as a Central Plan
scheme in 1988 with the objective of total eradication of illiteracy in the age group
of 6-35 years and achievement of 80-85 per cenmt literacy in each of the
target/focus groups. The following important points were noticed during a review

of the project in four districts.

% Zila Saksharta Samities did not conduct surveys to identify illiterates in
respect of different age groups in each category (men, women,
scheduled castes and scheduled tribes) before preparation of the projects

for each district.

s In Hamirpur District which was declared as fully literate by the State
Government in November 1994, 3,000 out of 24,000 (13 per cent)
learners enrolled under the Total Literacy Campaign had dropped out.
The declaration of total literacy for Hamirpur was thus not based on

actual facts.

ek The actual per learner costs in Hamirpur, Kinnaur and Sirmour districts -
were: higher than the approved rates of the Government of India,
resulting in extra expenditure of Rs 9.06 lakh on the total of 1.16 lakh

learners.
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Post Literacy Campaign was taken up in Hamirpur, Kangra, Kinnaur
and Sirmour districts after gaps ranging between two and 12 months
from the date of completion of the Total Literacy Campaign though the

time gap between the two campaigns were to be minimum.

In 12 districts books worth Rs 37.91 lakh for Total Literacy Campaign

were got printed in eXcess of actual requirements. These books were no

more useful as the campaign had ended in the State.

Stationery items worth Rs 9.56 lakh were purchased by Zila Saksharta
Samities, Hamirpur, Kangra and Kinnaur from the open market, in
violation of tender procedures and without obtaining non-availability

certificates from the Printing and Stationery Department.

Audited statements of accounts and utilisation certificates were not sent
to Government of India by Zila Saksharta Samities, Hamirpur, Kangra,
Kinnaur and Sirmour even though the Total Literacy Campaign projects
had been completed. Zila Saksharta Samities, Hamirpur and Sirmour
mixed up the transactions relating to Total Literacy Campaign and Post
Literacy Campaign and the accounts did not correctly reflect the
expenditure relating to Total Literacy Campaign. Unutilised materials
worth Rs 13.31 lakh were not mentioned in the balance sheets by Zila
Saksharta Samities, Hamirpur and Kangra. Zila Sdksharta Samiti,
Kinnaur had not prepared the balance sheet though the Total Literacy
Campaign project had been completed in March 1994. Bank
reconciliation was not done regularly by Zila Saksharta Samities,

Hamirpur and Sirmour.

Although the target for total eradication of illiteracy in the State was
April 1996, there was a shortfall of 56 per cent in the achievement of

the same as of May 1996.

( xxiv)



e The Post Literacy Campaign had not been implemented in respect of

about 60 per cent of the targeted population in Kinnaur district.
(Paragraph 3.10)

10. Rajiv Gandhi National Drinking Water Mission

To improve the quality of life of the rural people by providing safe
drinking water and to create awareness among the rural people-about the hazards
of using unsafe drinking water, the National Drinking Water Mission was
launched in 1986. The Mission was renamed as the Rajiv Gandhi National
Drinking Water Mission in 1991. Review of the implementation of the Mission in

the State revealed the following points:

s Government of India fixed a target to cover the entire rural population
with potable drinking water by the end of the Eighth Five Year Plan.
However, 5,582 uncovered habitations (73 per cent) and 14,462 partly
covered habitations (99 per cent) had not been provided potable water
as of March 1997. Selection of villages for providing water were also
not as per norms. A total of 405 habitations which were not eligible for
coverage under the Mission were irregularly covered at a cost of

Rs 6.52 crore.

it Rupees 36.96 lakh were spent in excess of the prescribed limit on the
establishment of monitoring and investigation units by diverting grants

meant for the Accelerated Rural Water Supply Programme.

ol Grant of Rs 45.60 lakh released by the Government of India for the
Management Information Systems Programme remained unutilised

since March 1996.
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Grants totalling Rs 2.17 crore received from the Government of India
for the Accelerated Rural Water Supply Programme were irregularly

utilised on the construction of works sanctioned under the State sector.

Forty two water supply schemes, estimated to-cost Rs 2.30 crore were
completed after delays ranging between 3 months and 11 years at a cost

of Rs 4.34 crore resulting in cost overrun of Rs 2.04 crore.

Forty six schemes estimated to cost Rs 3 crore remained incomplete
after incurring expenditure of Rs 2.88 crore. Two of these schemes

were delayed for over ten years.

Thirty nine water supply schemes estimated to cost Rs 2.01 crore had
been completed after delays ranging from 2 to 5 years at cost of
Rs 3.75 crore under the Mini Mission, resulting in a cost overrun of

Rs 1.74 crore.

Chemical and bacteriological analysis of water at source was not

conducted by Dalhousie Division before taking up 13 schemes for

execution. Besides, periodical tests oif Wwater samples were not

conducted in respect of 528 schemes in seven districts iG ensure the

supply of potable water.

Officers from the State headquarters did not conduct inspection of
schemes as required. Superintending Engineers and Executive
Engineers conducted only 8 per cent of the prescribed inspections

during 1994-97.

(Paragraph 4.1)
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11. Sewerage Schemes in Himachal Pradesh

As the existing system of sanitation in Himachal Pradesh did not suit
the requirements of. environmental improvement and public hygiene and was
inadequate due to influx of large number of tourists, Government proposed

(around 1985) to provide sewerage facilities in 50 out of 55 towns in the State.

2 A review of the sewerage schemes in the State revealed the following

points:

i As against estimated requirement of Rs 185 crore for providing
sewerage systems to all the towns in the State, Rs 24.85 crore were

spent during 1992-97 on sewerage schemes in 23 towns.

ok Out of Rs 4.97 crore drawn by Executive Engineers, Chamba, Kullu
and Mandi during March 1995 and March 1996, Rs 1.41 crore, though
shown as spent on sewerage schemes, were actually kept in banks and

post offices.

P Government had not prepared any master plan to provide sewerage
facilities to the towns within a specified period. Smaller towns with
sparse population were taken up in preference to district headquarters
and famous pilgrimage and tourist centres in disregard of government
policy. Two schemes in Sarahan and Rampur which were not district

headquarters, were completed for Rs 41.33 lakh.

i Rupees 2.90 crore provided for construction of a sewerage treatment
. plant and restoration of missing portions of sewerage lines at various

disposal points in Shimla town were diverted to the Water Supply

i Scheme, Shimla.
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Of the six sewerage schemes at Chamba, Dharamsala, Mandi,
Palampur, Sarahan and Rekong Peo taken up for construction between
1978-79 and 1988-89, only one (Sarahan) was completed with a cost
overrun of Rs20.36lakh. The remaining five schemes were
incomplete, with a cost overrun of Rs9.65 crore. The schemes at

Chamba and Dharamsala were delayed by 13 years.

Two sewerage treatment plants under the sewerage scheme, Mandi were
constructed in the flood zone, without proper survey and investigation,
resulting in a loss of Rs20.52 lakh. Rupees1.11 crore would be
required for restoration of flood damages. Treatment plant for the
sewerage scheme, Manali, was constructed on an improper site which

was washed away in floods in 1995 resulting in a loss of Rs 68.62 lakh.

Allotment of the work of providing and laying of sewerage lines of two
schemes to contractors in contravention of the instructions of the

Government resulted in extra avoidable expenditure of Rs 33.35 lakh.

In seven divisions, material was procured in excess of requirements,

resulting in blocking of Rs 77.53 lakh.
(Paragraph 4.2)

Desert Development Programme

The Desert Development Programme was launched by the Government

of India in 1977-78 with the objective of controlling desertification; restoring the

ecological balance of certain desert and semi-desert areas and creating conditions

for raising the level of production, income and employment of the people of these

areas. Thé programme was implemented in Himachal Pradesh in two blocks in

Lahaul and Spiti and Kinnaur districts from 1977-78 and 1982-83 respectively.
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A review of the"implementation of the programme for the period

1991-97 revealed the following:
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Physical targets in irrigation and subsidy to beneficiaries were achieved
short by 51 and 68 per cent réspectively during 1991-97. Shortfall in
the achievement of financial target in agriculture, horticulture and
fisheries during 1991-97 ranged between 32 and 63 per cent in Kaza

and Pooh agencies.

Out of the irrigation potential of 44.26 hectares under six irrigation
kuhls constructed in Pooh block during 1991-95 for Rs 34.04 lakh, only
12.15 hectares were being irrigated as of May 1997 due to non-

development of land and non-allotment of land to the beneficiaries.

The Changchimo kuhl for village Hango in Pooh block, on which
expenditure of Rs 71.56 lakh was incurred as of July 1994, was lying
defunct since inception due to excessive seepage, rendering the

expenditure wasteful.

Despite the assurance given by the Department to the Public Accounts
Committee (PAC) in August 1994 that abiana (water-cess) was being
levied on new kuhls, maintained by the Department, no abiana charges
had been assessed on 8 new kuhls constructed at a cost of Rs 1.77 crore

by Kaza Agency during 1989-90 to 1994-95.

Plantations raised in 779 hectares during 1991-95 for Rs 1.04 crore in
Pooh and Kaza blocks failed for want of irrigation, wrong choice of

species and sites of plantations, planting in river beds, etc.

Pastures developed during 1991-95 in 159 hectares for Rs 6.31 lakh in
the Pooh and Kaza blocks failed due to lack of irrigation and fencing

facilities.
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Rupees 12.03 lakh spent on development of fisheries in raceways
during 1991-96 were rendered unfruitful due to very high mortality of

fish seeds.

Rupees 41.04 lakh spent for research purposes through two universities
proved largely unfruitful as the Agriculture University, Palampur failed
to produce any new.variety of seeds for cash crops and University of
Horticulture and Forestry, Nauni did not supply the results for growing

medicinal herbs in Spiti valley.

Recommendations made by Government of India (1993) and the
Appraisal Committee of the State Government (1995) for improvement
in the functioning of the schemes, were not implemented.
Responsibility of the defaulting officers had not been fixed, though

recommended in the appraisal reports.

(Paragraph 6.2)

Regional Decentralised Planning funds spent on purchase of
inadmissible items

Under the Regional Decentralised Planning Programme, funds of
Rs 21.41 lakh had been spent by Deputy Commissioners, Chamba,
Hamirpur, Sirmour and Una during 1995-96 on purchase of colour
televisions, furniture, air-conditioners, coolers, etc., in contravention of

the instructions for implementation of the programme.
(Paragraph 3.6)

Blocking of funds due to non-commencement of development
works

Funds of Rs 29.03 lakh drawn under various schemes like Local District
Planning, Decentralised Planning, Drought Relief, etc., during 1991-96

for construction of 76 works to be completed between six months and
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one year were lying unutilised in banks/treasury, as these had not been

started as of December 1996.
(Paragraph 3.7)
Non-utilisation of operation theatre in ESIC hospital

Machinery and equipment valued at Rs 9.61 lakh purchased for ESIC
hospital, Parv:\}anb‘o'during-Dccember'1994 to March 1995 had not been
put to use _as-the reqni'réd posts of doctors and other staff had not been

created by the State Government

(Paragraph 3.12)
Avoidable expendifure on lease and utilisation of helicopter

Contract for lease of a helicopter was awarded to the highest tenderer at
a rate of Rs 90,000 per hour ignoring the second lowest offer of
Rs 75,000 per hour fo} a helicopter of the required specification
resulting in extra avoidable expenditure of Rs 1.80 crore for the lease
period of two years.

(Paragraph 3.13)

Public Distribution System

State Civil Supblies Corporation lifted and sold 4648.21 tonnes of
imported palmolein oil during February 1991 to March 1994 at rates
higher than those prescribed, resulting in an extra burden of

Rs 45.95 lakh on the consumers.
(Paragraph 3.14)

Misuse of vehicles
Government framed no rules for the use of covering vehicles provided
by concerned departments for the personal staff accompanying me

Ministers on tour. - Covering vehicles were often misused by the
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personal staff of the Ministers during January 1994 to December 1996,
the financial implication of which worked out to Rs8.21 lakh.
Government regularised the use of such vehicles by staff without
investigation into the irregularities/misuse pointed out by audit.

(Paragraph 3.15)
Outstanding contingent advances
Contingent advances of Rs 1.60 crore pointed out during April 1971 to
December 1996 in 43 paragraphs contained in 38 inspection reports of
Agriculture and Revenue Departments were outstanding. |

(Paragraph 3.16)
Misappropriation, defalcations, etc.
A total number of 99 cases of misappropriations, defalcations, etc.,
involving Rs 56.55 lakh were outstanding as of June 1997. Of these,
21 cases involving an amount of Rs5.65 lakh were outstanding for
moré than 20 years. Forty six cases involving Rs 35.09 lakh pertained
to the Public Works Department and 34 cases involving Rs 12.34 lakh
pertained to the Irrigation and Public Health Department.

(Paragraph 3.17)
Follow up action on Audit Reports
Several departments of the State Government had not intimated the
action taken on 299 recommendations made by the Public Accounts
Committee on 97 paragraphs/reviews contained in 14 Audit Reports of
the Comptroller and Auditor General of India between March 1985 and
April 1997.

(Paragraph 3.18)

Failure of Lift Water Supply Scheme, Neri Chamboh

Lift Water Supply Scheme, Neri Chamboh in Hamirpur district was

commissioned by Barsar Division in April 1987 at a cost of
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Rs 46.08 lakh without ascertaining the available discharge of water at
source resulting in inadequate supply of water to the beneficiaries. To
overcome this situation, augmentation of the scheme was approved at a

cost of Rs 42.14 lakh.

(Paragraph 4.3)

Avoidable extra expenditure on providing and laying of pipes

In Shimla Division No.Il, the work relating to providing and laying of
pipes was got done through a contractor, in contravention of
government instructions, resulting in avoidable additional expenditure

of Rs 18.94 lakh.

(Paragraph 4.4)
Lift Irrigation Scheme, Mangarh failed to provide irrigation
since completion
Lift Irrigation Scheme, Mangarh in Sirmour district, completed in
August 1991 at a cost of Rs 23.71 lakh, failed to provide irrigation to
the culturable command area since completion, due to improper laying

of asbestos cement pressure pipes of the rising main.

(Paragraph 4.6)

Lift Irrigation Scheme, Arniala did not take off due to
defective construction '

Expenditure of Rs 20.10 lakh spent on Lift Irrigation Scheme, Arniala
in Una district was rendered unfruitful as the Department could not

clear the bore of the tubewell, which was filled with boulders and

pebbles.

(Paragraph 4.7)
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Wasteful expenditure on remodelling of the Lift Irrigation
Scheme, Ghallour

Expenditure of Rs 53.95 lakh, incurred on remodelling and annual
repairs and maintenance of the Lift Irrigation Scheme, Ghallour in
Kangra district between April 1989 and September 1997 remained
unfruitful as the irrigation provided to the culturable command area was

negligible

(Paragraph 4.8)

Non-recovery of cost of materials and other dues from
contractors

In National Highway Division, Rampur, Outer Seraj Division, Nirmand
and Shimla Division No I, Rs 21.49 lakh were recoverable from three
contractors since July 1990 as the Divisional Officers failed to effect

recoveries from their running account bills.
(Paragraph 4.12)
Avoidable expenditure on wire crates

Executive Engineer, Kullu Division No.II procured galvanised iron wire
for making wire crates instead of readymade interlink chains which

resulted in extra avoidable expenditure of Rs 7.82 lakh.

(Paragraph 4.14)
Irregularities in rescission of contract and undue aid to a
contractor

-

Recoveries of Rs15.57 lakh on account of secured advance,
compensation, cost of material, non-stacking of serviceable stones and
royalty were outstanding against a contractor who left the work of
improvement and widening of the Ambala-Shimla-Wangtoo-Shipkilla

road incomplete. No action was taken to get the work completed at his
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risk and cost and additional liability of Rs 26.99 lakh was incurred in

completing the work.
(Paragraph 4.15)

Delay of seven years and extra avoidable expenditure in
construction of a bridge

Failure of the Department to finalise the design of a bridge over
Kotlu khad under Karsog Division resulted in extra avoidable

expenditure of Rs 15.61 lakh and avoidable delay of seven years.

(Paragraph 4.19)

Collapse of a bridge due to negligence in maintenance

Failure of the Department to maintain the bridge over river Pabbar at

Sawra in Shimla district led to its collapse in July 1995.

(Paragraph 4.20)

Unjustified purchase of materials by the Engineer-in-Chief,
Irrigation and Public Health Department

Materials costing Rs 46.60 lakh were purchased by the Engineer-in-
Chief between November 1995 and March 1996 in excess of
requirement. Out of these purchases, materials worth only Rs 1.07 lakh

were consumed and the balance remained unutilised as of May-1997.

(Paragraph 5.2)

Stores and Stock accounts of the Horticulture Department
Of the total subsidy of Rs 3.29 crore released by the Horticulture
Department to Himachal Pradesh Agro Industries Corporation between

1992-93 and 1994-95, the latter had not accounted for a subsidy of

Rs 13.81 lakh.
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Department drew Rs 5.07 crore between 1992-93 and 1996-97 for the
purchase of equipment and material to be sold to beneficiaries. Director
of Horticulture did not have complete details of realisation of sale

proceeds against these purchases.

Pesticides valued at Rs 5.99 lakh which expired between March 1995
and April 1996 were lying with the District Horticulture Offices at
Kinnaur, Kullu and Mandi.

Stores accounts had not been prepared by any of the field units since the

inception of the Horticulture Department.

(Paragraph 5.4)
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CHAPTER-I

ACCOUNTS OF THE STATE GOVERNMENT

1.1 Introduction

1.1.1 Structure of the Government Accounts

The accounts of the state government are kept in three parts (i) Consolidated

Fund, (ii) Contingency Fund and (iii) Public Account.

Part-1 Consolidated Fund

All receipts of the state government from revenues, loans and recoveries of
loans go into the Consolidated Fund of the State, constituted under Article 266(1) of the
Constitution of India. All expenditure of the Govemment_is incurred from this Fund and
no amount can be withdrawn from the Fund without authorisation from the State
Legislature. It consists of two main divisions, namely Revenue Account (Revenue
Receipts and Revenue Expenditure) and Capital Account (Capital Receipts, Capital

Expenditure, Public Debt and Loans, etc.).

Part-Il  Contingency Fund

The Contingency Fund created under Article 267(2) of the Constitution of
India is in the nature of an imprest placed at the disposal of the Governor of the State to
meet urgent, unforeseen expenditure pending authorisation from the State Legislature.

Approval of the State Legislature is subsequently obtained for such expenditure and for
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transfer of an equivalent amount from the Consolidated Fund to the Contingency Fund.

The corpus of this Fund authorised by the Legislature during the year was Rs 0.50 crore.

Part-III Public Account

Receipts and disbursements in respect of Small Savings, Provident Funds,
Deposits, Reserve Funds, Suspense, Remittances, etc, which do not form part of the
Consolidated Fund, are accounted for in Public Account and are not subject to vote by the

State Legislature.

1.1.2 Annual Accounts

The accounts of the state government are compiled annually by the Accountant
General, Hi;Pachal Pradesh. These are prepared in two volumes viz., the Finance
Accounts and the Appropriation Accounts. The Finance Accounts present the details of
all transactions pertaining to both receipts and expenditure under appropriate
classifications in the Government accounts. The Appropriation Accounts on the other
hand, present the details of amounts actually spent by the state government vis-a-vis the
amounts authorised by the State Legislature in the budget grants. Any expenditure in

excess of the grants requires regularisation by the Legislature.

1.1.3 Audit Report

The Finance Accounts and the Appropriation Accounts, as well as various
transactions in these accounts, are audited by the Comptroller and Auditor General of
India (CAG) in accordance with CAG's (Duties, Powers and Conditions of Service) Act,
1971. CAG certifies the accounts and also submits separate Audit Reports to the

Governor of the State in terms of Article 151 of the Constitution of India.
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CAG's Reports in respect of the Government of Himachal Pradesh for the year

ended 31 March 1997 are structured as under:

Report number Containing observations on

1 of 1998 Himachal Pradesh Government:  Revenue Receipts
2 of 1998 Himachal Pfadesh Government: Commercial

3 0f 1998 Himachal Pradesh Government:  Civil

1.2 Summarised financial position

The financial position of the Government of Himachal Pradesh as on
31 March 1997, emerging from the Appropriation Accounts and the Finance Accounts for
the year 1996-97, supplemented by the additional information collected separately and
the abstract of Receipts and Disbursements for the year is given in the following

statements:




STATEMENT-I - SUMMARISED FINANCIAL POSITION OF

Amount as Liabilities Amount as on
on 31 March 31March
1996 (Rupees 1997 (Rupees
in crore) in crpre)
333.56 Internal Debt (excluding Overdrafts 420.71

from the Reserve Bank of India)

Market Loans bearing interest 293.58

Market Loans not bearing interest 0.17

Loans from the Life Insurance

Corporation of India 12.66

Loans from the General Insurance

Corporation of India 13.18

Loans from the National Bank for Agriculture

and Rural Development 5.46

Loans from the National Co-operative

Development Corporation 25.33

Loans from other institutions 36.66

Ways and Means Advances from the

Reserve Bank of India 33.67
1425.56 Loans and Advances from the 1715.60
Central Government
Pre 1984-85 Loans 94.01
Non-Plan Loans 1252.33
Loans for State Plan Schemes 317.32
Loans for Central Plan Schemes 0.45

Loans for Centrally Sponsored Plan

Schemes 51.49
1.00 Contingency Fund 1.00
871.57 Small Savings, Provident Funds, etc. Ib01.09
87.61 Deposits 137.02
546.25 Overdrafts from the Reserve Bank of India 420.94
1.78  Reserve Funds 4.49
37.39 Remittance Balances 66.70

3304.72 3767.55




THE STATE GOVERNMENT AS ON 31 MARCH 1997

Amount as on Assets Amount as on
31 March 1996 31 March 1997
(Rupees in (Rupees in crore)
crore) 5
2764.28 Gross Capital Outlay 3116.08
Investment in share of Companies, Corporations 729.19
. ete.
; Other capital expenditure 2386.89
456.15 Loans and Advances 521.53
Loan for Energy 401.31
Other Development Loans 59.98
Loans to Government Servants and 60.24
Miscellaneous Loans
0.50 Appropriation to Contingency Fund 0.50
18.38 Suspense and Miscellaneous Balances 29.93
0.09 Advances ’ 0.09
(-)23.80  Cash (-) 144.56
Cash in Treasuries and Local Remittances 8.30
Departmental Cash Balance including Permanent 0.24
Advances
Cash Balance Investment Account 0.14
Deposits with the Reserve Bank of India (-)153.24
89.12 Deficit on the Government Account 243.98*
Accumulated deficit upto 31March 1996 79.55
Add
(i)  Current year’s deficit 154.86 _
(ii)  Adjustments 9.57*
(iii) Miscellaneous Government Accounts $
3304.72 3767.55

According to Statement No. 14 of the Finance Accounts 1996-97, the Revenue deficit on Government
Accounts was (-) Rs 234.41 crore. The difference of (-) Rs 9.57 crore is explained below: !

(Rupees in crore)

(i) Progressive amount adjusted under head “ 7810-Inter (-)1.43
State Settlement”

(ii) Progressive amount adjusted under head ** 8680- (-)0.14
Miscellaneus Government Accounts”

(iii) Net amount adjusted pro forma (-) 8.00
Total (-)9.57

Rs 21,874 only




Explanatory Notes:

1. The summarised financial statements are based on the statements of the
Finance Accounts and the Appropriation Accounts of the state government and

are subject to the notes and explanations contained therein.

2. ‘Government accounts being mainly on cash basis, the revenue surplus
or deficit has been worked out on cash basis. Consequently, items payable or
receivable or items like depreciation or variation in stock figures, etc., do not

figure in the accounts.

3. Though a part of the revenue expenditure (grants) and the loans are
used for capital formation by the recipients, their classification in the accounts of

the state government remains unaffected by end use.

-

4. Undér the government system of accounting, the revenue surplus or
deficit is closed annually to govemnment account. The balancing figure of
Rs 285.32 crofe as on 31 March 1983 was treated as cumulative surplus for

d:é\adng up the first statement for 1983-84.
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5 Suspense and Miscellaneous balances include cheques issued but not
paid, payments made on behalf of states and others pending settlement, etc. The
balance under Suspense and Miscellaneous had increased from Rs 18.38 crore

(Debit) on 31 March 1996 to Rs 29.93 crore (Debit) as on 31 March 1997.

6. The closing balance according to the Reserve Bank of India, under
"Deposits with the Reserve Bank of India" was Rs 574.43 crore (debit), against
the balance of Rs 153.24 crore (credit) shown in the accounts, representing a
difference of Rs 421.19 crore (debit). While a difference of Rs 421.08 crore had

been reconciled the balance of Rs0.11 crore was awaiting reconciliation

(October 1997).
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STATEMENT-II- ABSTRACT OF RECEIPTS AND

SECTION -A- REVENUE

RECEIPTS
(Rupees in crore)

I Revenue Receipts 1992.02
(1) Tax revenue 412.11
(ii) Non Tax revenue 146.86
(iii)  State’s share of Union Taxes 440.23

and Dutjes
(iv)  Non Plan Grants 341.80
V) Grants for State Plan 565.55

Schemes
{vi)  Grants for Central and 85.47

Centrally Sponsored Plan

Schemes
II Revenue Deficit carried 154.86

over to Section B

2146.88
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DISBURSEMENTS FOR THE YEAR 1996-97

DISBURSEMENTS
(Rupees in crore)
I Revenue Expenditure 2146.88
Sector Non-Plan  Plan Centrally Total
sponsored
schemes
including
Plan
Schemes
(A) General Services 681.18 16.55 4.87 702.60
(B) Social Services 486.40 24435 59.58 790.33
(C) Economic Services-
(i) Agriculture and Allied 107.68 123.05 22.37 253.10
Activities
(i) Rural Development 18.63 36.97 0.90 56.50
(i) Irrigation and Flood 13.35 16.25 0.17 29.77
Control
(iv) Energy 44.00 2.56 0.73 47.29
(v) Industry and Minerals 3.63 16.98 31.21 51.82
(vi) Transport 131.48 10.59 0.01 142.08
(vii) Science, Technology -- 1.01 0.21 1.22
and Environment
(viii) General Economic 5.33 62.19 -- 67.52
Services
(D)  Grants -in-aid and Contributions - 4.65 -- - 4.65
1496.33 530.50 120.05 2146.88

Total 2146.88
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STATEMENT-II - ABSTRACT OF RECEIPTS AND

RECEIPTS

SECTION-B-OTHERS

I

v

VI

VIl

Opening Cash Balance including Permanent
Advance and Cash Balance Investment
Account, etc.

Recoveries of Loans and Advances-

OF
(ii)

(ii1)

From Energy

From Government Servants and
Miscellaneous Loans

From others

Public Debt Receipts

(M

(i)

Internal Debt including Ways and
Means Advances (excluding Overdrafts
from the Reserve Bank of India)

Loans and Advances from the Central
Government

Public Account Receipts -

(i)
(i)
(iii)
(iv)
(v)

Small Savings, Provident Funds, etc.
Reserve Funds

Deposits and Advances

Suspense and Miscellaneous

Remittances

Closing Overdrafts from the Reserve Bank
of India

(Rupees in crore)
(-) 23.80
16.03
1.60
11.27
3.16
501.18
164.98
336.20
2741.63
298.58
249.92
992.04
139.84
1061.25
420.94

" 3655.98
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DISBURSEMENTS FOR THE YEAR 1996-97

DISBURSEMENTS
(Rupees
in crore)
1 Opening Overdraft from the Reserve Bank of India 546.25
! Il Capital Outlay 351.79
Sector Non- Plan Total .
¢ Plan
>
(A) General Services - 17.49 17.49
v
(B) Social Services - 116.32 116.32
(<) Economic Services
(i) Agriculture and Allied Activitics (-) L.46 9.24 7.78
(1) Rural Development -- 0.72 0.72
(iii) Irrigation and Flood Control -- 32.03 32.03
(iv) Energy - 68.68 68.68
(v) Industry and Minerals - 393 393
(vi) Transport - 99.27 99.27
(vii) General Economic Services - 5.57 5.57
v Loans and Advances Disbursed §1.41
(i) For Encrgy 47.89
(ii) To Government Servants and Miscellancous 22.01
Loans
(iii) To others 11.51
' v Revenue deficit brought down 154.86
vi Repayment of Public Debt 123.99
(1) Internal Debt including Ways and Means 77.83
. Advances (excluding Overdrafls from the
Reserve Bank of India)
(i1) Repayment of Loans and Advances to the 46.16
Central Government
vil Public Account Disbursements 2542.24
(i) Small Savings. Provident Funds. et 169.07
(ii) Reserve Funds 247.20
(iii) Deposits and Advances 942.62
(iv) Suspense and Miscellancous 151.41
(v) Remittances 1031.94
VI Cash Balance at the end of the Year (-) 144.56
(i) Cash in Treasuries and Local Remittances 8.30
(ii) Departmental Cash Balances including 0.24
+ Permanent Advances
(iii) Cash Balance Investment Account 014
(iv) Deposits with the Reserve Bank of India (-) 153.24

3655.98J
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STATEMENT-III

SOURCES AND APPLICATION OF FUNDS

The following statement contains details of the sources of funds at the disposal

of the state government and their application during the financial year 1996-97:

Sources Application.
(Receipts) (Expenditure)
(Rupees in crore) (Rupees in crore)
Tax Revenue 412.11 Revenue 2146.88%
Expenditure ‘
Non -Tax Revenue 146.86
Grants-in-aid from the Central 992.82 Capital 351.79*
Government Expenditure
State’s share of Union Taxes and 440.23
Duties-
Taxes on Income other than 67.51
Corporation Tax
Union Excise Duties 372.72
Internal Debt including Ways and 164.98 Discharge of 77.83
Means Advances (excluding Over- Internal Debt
drafts from the Reserve Bank of including Ways
India) and Means
Advances
(excluding
Overdrafts
from the
Reserve Bank
of India)
Loans and Advances from the 336.20 Discharge of 46.16
Central Government Loans and
Advances from
the Central
Government
Recoveries of Loans and Advances 16.03 Loans and 81.41
Advances
disbursed
Net Receipts under Public Account 199.39
Net decrease in Cash Balance 120.76 Decrease in 125.31
including Cash Balance Investment Overdraft from
Account, Departmental Cash the Reserve
Balances. Permanent Advances, etc Bank of India
2829.38 2829.38

Total

These are net figures exclusive of recoveries adjusted in reduction of expenditure viz;
Revenue expenditure: Rs 191.54 crore: Capital expenditure: Rs 58.90 crore
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Based on these statements and other supporting data, the following paragraphs

in this Chapter present an analysis of the management of the finances of the state
government during 1996-97, relating it to the position obtaining in the preceding four

years
1.3 Assets and Liabilities

The assets, comprising capital investments and loans advanced and the total

liabilities of the state government during the five year period 1992-97 were as under:

At the end of Assets Liabilities Gap between assets
and liabilities
excess(+)/ shortage(-)

(Rupees in crore)

1992-93 2133.74 1877.95 (+)255.79
1993-94 2405.20 2035.78 (+)369.42
1994-95 2658.50 259730 (+)61.20
1995-96 3215.60 3304.72 (-) 89.12
1996-97 3523.57 3767.55 (-)243.98

While the assets grew by 65 percent over the period of four years, the
liabilities had grown by 101 per cent during the same period. The table shows that upto
1994-95 assets of the government were more than the liabilities. However from 1995-96
the liabilities of the government overtook the assets. This was mainly attributable to the

increased revenue deficit from 1994-95 (vide details of revenue deficit in

paragraph 1.7.1).
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1.3.1 Financial position of the State

1) The financial position of the state government during 1996-97 as emerged from
the Finance Accounts revealed that revenue receipts of the state government duﬁng the
year were Rs 1992.02 crore against which revenue expenditure was Rs 2146.88 crore,
thus resulting in a revenue deficit of Rs 154.86 crore constitutirig 8 per cent of the

revenue receipts.

(ii) The revenue receipts of the state government comprised of tax revenue
(Rs 412.11 crore), non-tax revenue (Rs 146.86 crore), State's share of Union taxes and
duties (Rs440.23 crore) and grants-in-aid frorr’l' the Central - Government
(Rs 992.82 crore). The main sources of tax revenue were taxes on sales, trade etc.,
(Rs 146.26 crore) and State Excise (Rs 132.47 crore). Non-tax revenue came mainly -

from Forestry and Wild Life (Rs 41.19 crore) and interest receipts (Rs 24.35 crore).

(iii) Himachal Pradesh being a relatively small State, had to depend heavily on g
grants-in-aid from the Central Government and its share of Union taxes and duties. The
contributions made by the four major sources of revenue, namely tax revenue
(21 per cent), non-tax revenue (7 per cent), grants-in-aid from the Central Government
(50 per cent) and share of Union taxes and duties (22 per cenf) during the year 1996-97

were as depicted in the following chart :

21%

B Grants-in-aid

B Union taxes and
22% , duties

O Tax revenue

O Non-tax ra\r-nue
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(iv) The revenue expenditure of Rs 2146.88 crore was incurred on General Services
(32.7 per cent). Social Services (36.8 per cenr), Economic Services (30.3 per cent) and

Grants-in-aid and contributions (0.2 per cent).

(v) The capital expenditure of the state government was Rs 351.79 crore which
was distributed among General Services (5 per cent), Social Services (33 per cent) and

Economic Services (62 per cent).

(vi) The Public Debt of the state government increased by Rs 251.88 crore over the
previous year during 1996-97, thereby pushing up the burden of interest payments and
servicing of debt. The interest payments (Rs 312.98 crore) constituted 15 per cent of the

revenue expenditure of the State during the year.

1.3.2 Consolidated Fund

The receipts and expenditure under the Consolidated Fund of the State for

1996-97 along with the previous financial year were as under:

(Rupees in crore)
Receipts Expenditure
1995-96 1996-97 1995-96 1996-97

Revenue Account

1754.03 Revenue Receipts 1992.02 1904.35  Revenue Expenditure 2146.88
150.32  Deficit(-) 154.86
1904.35 Total 2146.88 1904.35  Total 2146.88

Capital Account

--- Capital Receipts - 331.28 Capital Expenditure 351.79
25.89  Recoveries of Loans 16.03 65.67 Loans and Advances 81.41
and Advances ) disbursed
1101.41 Receipts booked as 936.66 521.26 Repayment of 684.78
Public Debt Public Debt
--- Capital Deficit 165.29 209.09 Capital Surplus ---
1127.30 Total 1117.98 1127.30  Total 1117.98

(+)58.77 Surplus(+)/Deficit (-) (-)320.15
in Consolidated Fund




was Rs 766.19 crore in 1996-97 against Rs 586.93 crore in 1995-96, representing an
increase of 31 per cent over the previous year, there was a decrease of 15 per cent in
recoveries of loans and advances and receipts booked as public debt from
Rs 1127.30 crore in 1995-96 to Rs 952.69 crore in 1996-97. Due to the decrease in

recoveries and repayment of public debt, there was deficit of Rs 320.15 crore in 1996-97

While the disbursement of loans and advances and repayment of public debt

16

in the Consolidated Fund compared to the surplus of Rs 58.77 crore of 1995-96.

1.4 Revenue Receipts
1.4.1 Trend of revenue receipts during the period of five years (1992-97) was as
under:
Year Budget Actual Increase (+)/ Percentage of increase
estimates Revenue  decrease (-) over (+)/ decrease (-) over the
Receipts  the previous year previous year
(Rupees in crore)

1992-93 1875.87  1052.49 (+) 60.07 +) 6
1993-94 1435.74 1465.13 (+)412.64 (+) 39
1994-95 1235.85 1306.36 (-)158.77 ()11
1995-96 1738.90 1754.03 (+)447.67 (+) 34
1996-97 1910.60 1992.02 (+)237.99 (+) 14

It would be seen that revenue receipts had increased by 89 per cent during
1992-97.

—
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The position of revenue realisations from different sources during the period
from 1992-93 to 1996-97 and their contribution to the total revenue of the State were as

depicted in the chart below:

T 1200 -
| T SOURCES OF REVENUE
L]
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S 800
:
=
600 J
400
L]
200 J
04 2 - »
1992-93 1993-94 1994-95 1995-96 1996-97
(1992-97)

‘ITax Revenue M Non-Tax Revenue B Grants-in-aid O Share of Union Taxes/ duties I

An analysis of receipts from different sources is contained in the succeeding

paragraphs.




1.4.2 Tax Revenue

The growth of tax revenue of the state government during the last five years

(1992-97) was as under:

Tax Revenue — Growth in five years

Year Budget Estimates Actual receipt Percentage Asa
growth over the percentage
previous year of total

revenue
receipts

(Rupees in crore)

1992-93 211.88 221.68 15 21
1993-94 221.92 255.74 15 17
1994-95 297.01 299.45 17 23
1995-96 336.18 341.52 14 19
1996-97 373.86 412.11 21 21
(a) Tax revenue of _the State Government increased from Rs 3;1.52 crore in

11995-96 to Rs 412.11 crore in 1996-97, representing a growth of 21 per cent.

(b) Realisations from different taxes and duties during the period from 1992-93 to

1996-97 have been analysed in the following table:

Components of Tax Revenue

Serial 1992-93 1993-94 . 1994-95 1995-96 1996-97
number X
(Rupees in crore)

1. Sales Tax 75.20 93.88 107.18 122.83 146.26
(34) 37 (36) (36) (35)
2 State Excise 75.78 83.53 94.55 105.50 132.47
(34) (33) (32) 31 (32)
3. Taxes on Vehicles 9.88 11.56 11.17 12.32 14.47
(5) 4 4) (4) (4)
4. Taxes on Goods and Passengers 28.63 35.22 39.77 45.80 65.26
(13) (14) (13) (13) (16)
5. Taxes on Dutles on Electricity 527 2,10 9.88 17.92 18.64
(2 ¢ 3) (5) (5)
6. Land Revenue 1.59 1.01 1.15 0.87 595
Cy (1) () . 1) (=) (1)
7 Stamps and Registration Fees 9.53 10.19 12.00 13.78 15.44
(4) C) (4) (4) (4)

8. Other Taxes and Duties on 15.80 18.25 23.75 22.50 13.62

Commodities and Services

(W] U] (8) (7 (3
Total 221.68 255.74 299.45 341.52 412.11

Note: Figures within parentheses represent the percentage of individual taxes to the total tax revenue. -
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(c) ' The increase in tax revenue collections by Rs 70.59 crore during 1996-97 over
the previous year was mainly attributable to additional realisations from State Excise
(Rs 26.97 crore), Sales Tax (Rs23.43 crore) and Taxes on Goods and Passengers
(Rs 19.46 crore).

Contribution of State Excise to the total tax revenue declined from 34 to 32
per cent between 1992-93 and 1996-97. The contribution of Other Taxes and Duties on

Commodities and Services declined from 7 to 3 per cent between 1992-93 and 1996-97.

(d) Analysis of realisations of tax revenue from different sources during 1996-97
vis-a-vis the Budget .Estimates and the Revised Estimates revealed significant variations.
These variatibns were as high as 520 per cent in respect of Land Revenue and (-) 3 per
cent in respect of Other Taxes and Duties on Commodities and Services with reference to

the Revised Estimates. Details in this regard were as under:

Actuals  Revenue head 1996-97 Percentage increase
1995-96 (+)/decrease (-) with
reference to

Budget Revised Actuals Budget Revised
Estimates Estimates Estimates Estimates
(Rupees in crore)

0.87 Land Revenue 0.96 0.96 5.95 (+)520 (+)520

13.78 Stamps and Registration Fees 11.48 11.94 15.44 (+) 34 (+)29

105.50 _ State Excise 116.00 116.00 132.47 (+) 14 (+) 14

122.83  Sales Tax |32.00‘ 142.00 146.26 (+) 11 (+) 3

17.92 Taxes and Duties on 15.11 6.11 18.64 (23 ()16
Electricity

22.50 Other Taxes and Duties on 25.00 14.08 13.62 (-) 46 )3

Commodities and Services

4580 Taxes on Goods and " 48.00 60.00 65.26 (+) 36 * 9
Passengers

12.32  Taxes on Vehicles 12.27 12.77 14.47 (+) 18 (+) 13
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1.4.3 Non-Tax Revenue
The growth/decline of non-tax revenue during the last five years was as under:
Year Budget Estimates Non-Tax Revenue  Percentage Asa
(Actuals) increase (+)/ . percentage of
decrease (-) over . revenue
the previous receipts
vear ‘
(Rupees in crore)
1992-93 63.23 66.78 ()10 6
1993-94 84.79 12061 (+) 81 (+) 8
1994-95 87.24 132.74 #) 10 () 10
1995-96 112.20 117.35 ()12 +)7
1996-97 138.62 ¢ 146.86 (+)25 #7
(a) Non-tax revenue of the state government increased from Rs 117.35 crore in

1995-96 to Rs 146.86 crore in 1996-97, representing a growth of 25 per cent over the

previous year (1995-96).

The increase was mainly attributable to additional realisations from the

following Heads:

Head of Account Actuals Percentage of increase
1995-96 1996-97

0070 Other Administrative Services 4.24 6.48 53

0210 Medical and Public Health 1.64 334 104

0408  Food Storage and Warehousing 1.51 245 62

0852 Industries 137 19.20 L3

0853  Non-ferrous Mining and 8.73 13.22 51

Metallurgical Industries
(b) As in the case of tax revenue, realisation of non-tax revenue during

1996-97 varied significantly from the Budget and the Revised Estimates. These
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variations were as high as 55 per cent in respect of Interest Receipts and (-)52 per cent in

respect of Co-operation with reference to the Revised Estimates.

1.4.4 State's share of Union taxes and duties and grants-in-aid from the
Central Government

Trend of State's share of Union taxes and duties and the Central grants-in-aid

for the last five years was as under:

Year State's share of Grants-in- Total Percentage of
aid
Net proceeds of Union Excise Total revenue Total revenue
taxes on income Duties expenditure receipts
other than

Corporation tax

(Rupees in crore)

19492-93 36.12 240.12 487.79 764.03 67 73
1993-94 45.97 24355 799.26 1088.78 81 74
1904-95 51.31 317.52 505.34 874.17 54 67
1995-96 78.89 321.39 804.88 1295.16 68 74
1096-97 67.51 372.92 992.82 1433.05 67 72

The State's share of Union taxes and duties had progressively increased by
39 per cent between 1992-93 (Rs 276.24 crore) and 1996-97 (Rs 440.23 crore). During
1996-97. the increase was 10 per cent over the preceding year (Rs 400.28 crore). During
the same period increase in grants-in-aid from the Central Government was from
Rs 487.79 crore to Rs992.82 crore i.e., an increase of 104 per cent. In 1996-97,

grants-in-aid increased by 11 per cent over the preceding year from Rs 894.88 crore to

Rs 992.82 crore.

1.4.5 Arrears of Revenue

Position of arrears in collection of revenue, as per information available, for

the last five years was as under:

Year Arrears of revenue at the end of the year
(Rupees in crore)

1992-93 142.89

1993-94 138.42

1994-95 128.04

1995-96 136.70

1996-97 155.48
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It would be seen that the arrears of revenue increased from Rs 136.70 crore in
1995-96 to Rs 155.48 crére in 1996-97 — an increase of 14 per cent. Of this, arrears of
Rs 13 crore were more than five years old. Most of the arrears pertained to Forestry and
Wild Life (Rs 81.61 crore), Sales Tax (Rs 41.90 crore), Water Supply, Sanitation and

Minor Irrigation (Rs 8.61 crore) and Taxes on Goods and Passengers (Rs 7.95 crore).

1.5 Revenue expenditure

Trend of revenue expenditure of the State during the five year period ending

1996-97 was as under:

Year Budget estimates Actuals Increase (+)/
Decrease (-) over
the previous

year
Plan Non-Plan » Total Plan Non-Plan Total
(Rupees in crore)
1992-93* 1153.01 326.73 818.84 114557 (+) 163.01
1993-94 381.38 960.63 1342.01 409.01 942.49 1351.50 (+) 205.93
1994-95 442.33 1132.88 1575.21 440.73 1173.55 1614.28 (+)262.78
1995-96 517.63 1343.49 1861.12 560.59 1343.76 1904.35 (+)290.07
1996-97 616.21 1528.62 214483 650.55 1496.33 2146.88 (+) 242,53

Between 1992-93 and 1996-97, Plan expenditure increased by 99 per cent and
Non-Plan expenditure by 83 per cent. There was an increase in revenue expenditure by
13 per cent during 1996-97 over the level of 1995-96 and by 87 per cent during the

period 1992-97.

Sector-wise analysis of the expenditure on Revenue Account from 1992-93 to

1996-97 was as presented below:

Sector 1992-93 1993-94 1994-95 1995-96 1996-97

(Rupees in crore)
CGieneral Services (Non-Plan) 380.09 446,98 S08.44 603.77 68118
General Services (Plan) 13.43 13.45 16.27 19,77 21.42
Social Services (Non-Plany 301.30 320.70 38167 454.57 486 40
Social Services (Plan) 140.54 162.58 189.04 25557 303.93
Iconomic Services (Non-Plan) 133.69 171.14 279,78 281.24 32410
Economic Services (Plan) 172.76 23298 23542 28525 32520
Grants-in-Aid and Contributions 3.76 367 3.66 418 1,63
[Non-Plan)

Breakup of Plan and Non-Plan expenditure not available
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In relation to the previous year (1995-96), Plan expenditure during 1996-97 on

General Services, Social Services and Economic Services increased by 8,19 and
14 per cent respectively, while Non-Plan expenditure on these Services increased by 13,7

and 15 per cent respectively.

R [l
(Rupees in crore) Trend of Plan Revenue Expenditure

350

250 /
o] e a—
180 /

—&— General Services

100 —{@— Social Services
50 —A— Economic Services
0 ¢ ? +
1992-93 1993-94 1994-95 1995-96 1996-97
1992-93 1993-94 1994-95 1995-96 1996-97
General Services 13.43 13.45 16.27 19.77 21.42
Social Services 140.54 162.58 189.04 255.57 303.93
| Economic Services 172.76 23298 23542 285.25 325.20

Trend of Non-Plan Revenue Expenditure
(Run?aa in crore)
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i e /-l——’—"*
400 — '
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1992-93 1993-94 1994-95 1995-96 1996-97

1992-93 1993-94 1994-95 1995-96 1996-97
General Services  * 380.09 446.98 508.44 603.77 681.18
Social Services 301.30 320.70 381.67 454,57 486.40
Economic Services 133.69 171.14 279.78 281.24 32410
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1.5.1 Interest payments

Trend of interest payments during the last five years was as under:

Year Interest paid on Percentage of interest
2 payments with reference to
Tax Revenue

Internal  Loans received Small Total
debt from the Savings,
Central Provident
Government Funds, etc.
(Rupees in crore)
1992-93 24.55 98.25 54.32 177.12° 80
1993-94 31.00 117.89 60.76 209.65 82
1994-95 36.86 118.01 67.73 222.60 74
1995-96 48.10 160.26 76.89 285.25 84
1996-97 55.85 178.91 78.22 312.98 76

It would be seen that the total interest payments increased from
Rs 177.12 crore in 1992-93 to Rs 312.98 crore in 1996-97, which constituted an increase
of 77 per cent over the five year period. The percentage increase in interest payments
over the five year period was at 82 per cent on loans received from the Central

Government and 127 per cent on internal debt

The interest payments thus constituted 15 per cenr of revenue expenditure

while accounting for as much as 76 per cent of tax revenue during 1996-97.

The gap between interest received and interest paid also showed an increasing
trend since 1992-93. It rose from Rs 172.63 crore in 1992-93 to Rs 288.63 crore in

1996-97, an increase of 67 per cent. The details were as under:

Year Interest received Interest paid Gap

(Rupees in crore)

1992-93 4.49 177.12 172.63
1993-94 322 209.65 206.43
1994-95 9.23 222.60 213.37
1995-96 25.37 285.25 259.88

1996-97 2435 312.98 288.63
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1.5.2 Financial assistance to local bodies and others

The quantum of assistance provided to different local bodies, etc. during the

period of five years ended 1996-97 was as under:

1992-93 1993-94 1994-95 1995-96 1996-97
(Rupees in crore)

Universities and other 21.73 21.77 15.95 36.63 30.06
Educational Institutions
Municipal Corporations 431 7.03 6.92 11.20 12.06
and Municipalities
Zila Parishads and ) 0.71 0.87 1.63 2.08 11.18
Panchayati Raj Institutions
Development Agencies 497 14.03 9.18 9.76 2498
Hospitals and Other 1.06 0.55 -- 3.42 417
Charitable Institutions
Other Institutions 4.00 30.89 28.20 91.01 49.75

Total 36.78 75.14 61.88 154.10 132.20
Percentage increase(+)/decrease(-) (+) 70 (+) 104 (-)18 (+) 149 (-) 14
over previous year
Revenue Receipts 1052.49 1465.13 1306.36 1754.03

1992.02
Percentage of assistance to 3 5 5 9 7
Revenue Receipts
Revenue Expenditure 1145.57 1351.50 1614.28 1904.35 2146.88
Percentage of assistance to 3 6 4 8 6

Revenue Expenditure

Financial assistance to local bodies, etc., decreased by 14 per cent from
Rs 154.10 crore in 1995-96 to Rs 132.20 crore in 1996-97. The assistance to local bodies
and others ranged between 3 and 9 per cent of the Revenue Receipts and between 3 and

8 per cent of the Revenue Expenditure during 1992-97.

1.5.3 Loans and Advances by the State Government

(i) The State Government has been advancing loans to Government Companies,

Corporations, autonomous bodies, co-operatives, non-Government institutions, etc. for
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developmental and non-developmental activities. The position of such loans for the five

years beginning from 1992-93 was as under:

1992-93 1993-94 1994-95 1995-96 1996-97
(Rupees in crore)

Opening balance 539.46 552.61 598.01 416.37 456.15
Amount advanced during 32.27 53.49 (-)163.30° 65.67 81.41
the year
Amount repaid during 19.12 8.09 18.34 25.89 16.03
the year
Closing balance 552.61 598.01 416.37 456.15 521.53
Net addition 13.15 45.40 (-)181.64 39.78 65.38
Interest received and " 415 2.50 177 4.55 3.17
credited to revenue
Net receipts from 89.99 117.66 289.86 193.07 360.39
long-term borrowings
during the year

(i) Recoveries in arrears: In respect of loans, the detailed accounts of which are
maintained by the departmental officers, the total amount overdue for recovery against
loans advanced as on 31 March 1997, to the extent relevant information was received,
was Rs 12.51 crore, including Rs 4.60 crore on account of interest. The major portion of
the arrears related to "Loans for Small Industries and margin money" (Rs 2.45 crore)
under Industries Department, "Loans to various Institutions (short term loans)"
(Rs 3.80 crore), "Soil Conservation Loans" (Rs 2.78 crore) under Agriculture Department

and "Loans for various schemes" (Rs 2.36 crore) under Co-operative Department.
1.6 Capital expenditure

1.6.1 Assets are created mostly out of capital expenditure. In addition, financial

assets arise from moneys invested in institutions or undertakings outside Government (i.e.

LY



27
Rublic Sector Undertakings (PSUs), Corporations, etc.) and loans and advances. Trend of

capital expenditure for the last five years was as under:

L4

Year Budget Capital Expenditure Percentage increase(+)/
estimates (Actuals) decrease(-) over the
previous year

Plan Non-Plan Total

(Rupees in crore)

1992-93 21307 20696  (-)1.64 20532 ) 9
1993-94 23295  223.04  (-)2.67 22037 * 7
| 1994-05 22935 490.42 370 494.12 (+) 124
199596 25633  329.47 1.81 331.28 ) 33
1996.97 31472 35325  (-)1.46 351.79 ) 6

Capital expenditure  during 1996-97 was Rs351.79 crore against
Rs 331.28 crore in 1995-96, representing an increase of 6 per cent. The revenue
expenditure (both Plan and Non-Plan) had increased by 87 per cent during 1992-97,

whereas the capital expenditure had gone up by 71 per cent during the same period.

Sector-wise analysis of expenditure oh Capital account from 1992-93 to

1996-97 was as under:

Sector 1992-93 1993-94 1994-95 1995-96 1996-97
(Rupees  in__crore)

General Services (Plan) 11.03 5.89 11.74 15.86 17.49
(Non-Plan) -- az s = e

Social Services (Plan) 79.34 67.90 87.03 95.91 116.32
(Non-Plan) -- -- 427 - --

Economic Services  (Plan) 116.59 149.25 391.65 217.70 219.44
(Non-Plan) (-) 1.64 (-) 2.67 (-)0.57 1.81 (-) 1.46

Minus transaction is due to conversion of loan of Rs 234 crore into equity capital
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It would be seen that in relation to the previous year (1995-96), the capital Plan

expenditure during 1996-97 increased on General Services and Social Services by 10 and

21 per centrespectively, whereas the increase on Economic Services was nominal.

1.6.2 Investments and Returns
The details of investments by Government in Statutory Corporations,
Government companies, Joint Stock Companies, Co-operative Banks and Societies along

with dividends/interest received during five years ending 1996-97 were as under:

At the “Total investment Dividend/interest Percentage

end of received during the year Col.3 to Col.2

year

(1) @ @) @
(Rupees in crore) )

1992-93 218.45* 0.10" 0.05
1993-94 295.78 0.347 0.11
1994-95 575.24 0.08~ 0.01
1995-96 644.89 0.11~ 0.02

1996-97 729.19 0.547 0.07

There was a quantum jump in the investment made by the state government
from Rs 218.45 crore in 1992-93 to Rs 729.19 crore in 1996-97 constituting an increase
of 234 per cent. However the percentage of dividend on total investment rose marginally

from 0.05 in 1992-93 to (=07 in 1996-97.

In the case of 14 loss making government companies and statutory
corporations in which government had invested Rs208.10 crore upto 1996-97, the

accumulated losses amounted to Rs 212.67 crore (as per their latest available accounts).

Differs from Finance Accounts 1992-93 by Rs 3.9! crore on reconciliation of figures of

investment

Provisional figures

»
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In -six government companies and statutory corporations out of the above, the

accumulated losses were more than the investment as per details given below:

Serial Name of Company/Corporation Investment upto Accumulated
number 1996-97

Loss Upto

(Rupees in crore)

Ed

1. Himachal Pradesh Horticulture 12.24 19.38 1995-96
Produce Marketing and Processing
Corporation Limited

2: Himachal Pradesh Agro Industrial 17.25 20.56 1994-95
Packaging India Limited

3. Himachal Pradesh State Small 245 2.79 1995-96
Industries and Export Corporation
Limited
4, Nahan Foundry Limited 3.87 7.20 1995-96
LA Himachal Pradesh State Handicraft 4.04 6.26 1996-97

and Handloom Corporation Limited

6. Himachal Road Transport 105.14 . 122.20 1995-96
Corporation

Total 144.99 178.39
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1.7  Deficit

1.7.1 Revenue deficit

Revenue deficit is the gap between revenue receipts and revenue expenditure.

Trend of revenue deficit for the last five years was as under:

Year Revenue Revenue Revenue
Receipts Expenditure deficit(-)/
surplus(+)

(Rupees in crore)

1992-93 1052.49 1145.57 (-) 93.08
1993-94 1465.13 1351.50 (+)113.63
1994-95 1306.36 1614.28 (-)307.92
1995-96 1754.03 1904.35 (-)150.32
1996-97 1992.02 2146.88 (-)154.86

Revenue Surplus/ deficit
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While revenue receipts increased by 89 per cent between 1992-93 and

1996-97. revenue expenditure increased by 87 per cent during the same period. The

-
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accounts for the year 1996-97 closed with a revenue deficit of Rs 154.86 crore as against

the revenue deficit of Rs 150.32 crore during the previous year.

1.7.2 Fiscal deficit

Fiscal deficit may be defined as the excess of revenue and capital expenditure

(including net loans given) over the revenue receipts (including grants-in-aid received).

Position of fiscal deficit for the last five years was as under:

Year Fiscal deficit
(Rupees in crore)

1992-93 311.55
1993-94 152.14
1994-95 620.40
1995-96 521.38
1996-97 572.03

It would be seen that the fiscal deficit showed a fluctuating trend since

1992-93. However, there was an overall increase of Rs 260.48 crore in 1996-97 as

compared to 1992-93.

1.8 Public Debt

Publig, Debt of a State Government comprises of internal debt. It has vital
links with all aspects of public finance; taxation and expenditure policies; budget surplus

and deficits; development expenditure and economic growth.
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The Constitution of India provides that a State may borrow within the territory

of India, upon the security of the Consolidated Fund of the State within such limits, if

any, as may from time to time, be fixed by an Act of Legislature of the State. No law had

been passed by the State Legislature laying down any such limits.

1.8.1 Internal Debt

Position of Internal Debt for the last five years was as under:

Year Addition during Debt servicing and payment of Percentage of
the year interest Col.3 to Col.2
Principal Interest Total
1. 2. 3.
(Rupees in crore)
1992-93 4579.24 4405.23 24.55 4429.78 97
1993-94 841.68 899.09 31.00 930.09 111
1994-95 384.03 235.63 36.86 272.49 71
1995-96 915.43 482.03 48.10 530.13 58
1996-97 600.46 638.62 55.85 694.47. 116

The discharge of principal and interest on internal debt of Rs 694.47 crore

during 1996-97 was more than the addition of Rs 600.46 crore on that account during the

year. The carried forward balance of internal debt of the State Government was

Rs 355.42" crore in 1992-93, which increased to Rs 841.65" crore in 1996-97 representing

an increase of 137 per cent during 1992-97.

*Source:  Finance Accounts 1993-94 and 1996-97 statement-3
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1.8.2 Loans and advances from the Central Government

Position of loans and advances from the Government of India for the last five

vears was as under:

Year Addition Repayment of loan Net flow Percentage of
during the Col.5 to Col.2
year

Principal Interest Total 3+4
(n 2) 3 4 (5) (6) (M

(Rupees in crore)

1992-93 115.77 56.37 98.25 15462  (-) 38.85 134
199394 146.03 5732 117.89 17521 (-) 29.16 120
190.4-05 307.13 57.99 118.01 176.00 131.13 57
1993-96 185.98 39.23 160.26 199.49 (=) 13.51 107

* 1996-97 336.20 46.16 178.91 225.07 111.13 67

According to the schedule of repayment of loans and advances from the
Central Government, the State Government was required to pay Rs 225.07 crore
(Rs 46.16 crore towards principal and Rs178.91 crore as interest) during the year
1996-97. The amounts were paid in time. The discharge of debt service obligations to the

Central Government during 1996-97 was 67 per cent of the fresh loans and advances

received during the year.

1.8.3 Other liabilities

Apart from the borrowings accounted for in the Consolidated Fund of the

Siate. there are Small Savings, Provident Funds, etc., Reserve Funds and Deposits which

are kept in the separate Public Account, The balances in the Public Account are carried

forward annually. These amounts add substantially to the liability of the State

Government.




34
Trend of these liabilities for the last five years was as under:

Year Addition during the Debt Interest Total 3+4 Percentage of
year payment* Col.5 to Col.2
n @ &) (4) 5)

(Rupees in crore)

1992-93 421.81 314.68 54.32 369.00 87
1993-94 480.30 348.68 60.76 409.44 85
1994-95 885.41 722.43 67.73 790.16 89
1995-96 1113.17 982.43 76.89 1059.32 95
1996-97 1445.90 1264.25 78.22 1342.47 93

It would be seen that the discharge of liabilities pertaining to Public Account

ranged between 85 and 95 per cent as compared to the additions during 1992-97,

1.8.4 Guarantees given by the State Government

The position of contingent liability for guarantees given by the State
Government for repayment of loans and payment of interest thereon by the Statutory

Corporations, Government Companies, co-operatives, etc., was as under:

As on 31 March Maximum amount Amount outstanding

guaranteed

(Principal only)

Principal Interest
(Rupees in crore)

1993 756.09 472.19 9.93
1994 819.71 483.25 18.77
1995 948.40 476.41 19.00
1996 1464.17 789.58 8.40

| 1997 1642.81 977.64 11.24

Includes transactions of non-interest bearing Reserve Funds. Deposits. etc.

-
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There had been an increase of 105 per cenmt in the amount of guarantees

outstanding (including interest) over the period of five years.

The State Government charges guarantee fees at the rate of 0.5 per cent and
commitment charges at 0.1 per cent on the amount guaranteed. An amount of
Rs 0.26 crore was outstanding from various government companies and statutory
corporations on account of guarantee fee and commitment charges due-as of

31 March 1997.

1.9 Ways and Means Advances and Overdrafts

Under an agreement with the Reserve Bank of India, the State Government has
to maintain with the Bank a minimum cash balance of Rs 20 lakh. If the balance falls
below the agreed minimum on any day, the deficiency is made good by taking Ways and
Means Advances or Overdrafts from the Bank. Government of India Treasury Bills are

also re-discounted to make good the deficiencies in the cash balance.

The extent to which the State Government maintained the minimum balance

with the Bank during 1992-97 was as under:

Year Number of days on which Number of days Number of days
minimum balance was maintained on which on which
Overdraft was Government of
taken India Treasury
bills were
rediscounted
Without By obtaining
obtaining any Ways and
advance Means
Advances N
1992-93 22 102 232 9
1993-94 44 86 218 17
1994-95 191 9 21 144
1995-96 130 23 14 199

1996-97 122 21 10

12
12
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Details of the Ways and Means Advances and Overdrafts taken by the State
Government and interest paid thereon during the period from 1992-93 to 1996-97 were as

tabulated below:

1992-93 1993-94 1994-95 1995-96 1996-97

(Rupees in crore)

(1) Ways and Means Advances

(i) Advances taken during the year 122.88 208.93 22.74 51.95 88.23
(Gross)

(11) Advances outstanding at the end of 11.27 16.87 16.87 16.87 33.67
the year

(iii) Interest paid .16 1.17 0.15 0.10 0.10

(2) Overdrafts

(i) Overdrafts taken during the year 4418.50 595.72 315.15 807.67 435.48
(Gross)

(i) Overdrafts outstanding at the end of 143.42 51.48 159.17 546.25 420.94
the year

(iii) Interest paid 1.55 2.96 0.78 0.71 1.04

(3) Re-discounting of Government of
India Treasury Bills

(i) Amount of Bills re-discounted 27.50 64.50 733.30 1207.75 1417.80
during the year

(ii) Amount outstanding at the end of the - -- - -
year

(iii) Interest paid 0.29 0.30 16.68 9.48 9.30

1.10 Improper operation of deposit heads

Test-check of records in respect of certain deposit heads conducted (June-
November 1997) in Shimla district treasury and Capital treasury, Shimla and the

departments of Finance, Multipurpose Projects and Power, Transport and Forest revealed

the following points.

Finance Department

1.10.1(a) Nathpa Jhakri Power Corporation

8229-Development and Welfare Fund
110-Electricity Development Fund

Nathpa Jhakri Power Corporation Limited (NJPC) is a joint venture of the

Government of India and Himachal Pradesh, with an equity participation of 75 per cent

(i) “8229-Development and Welfare Fund - 110-Electricity Development Fund”
(ii) “ 8448-Deposits of Local Funds, 108-State Housing Board Funds and 120-Other

Funds”
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and 25 per cent respectively. The State’s share is released to NJPC on demand,

depending upon the progress of expenditure.

In June 1992, Finance Depértment requested Accountant General to authorise
them to open a Personal Ledger Account (PLA) for placing the State’s share of
investment in NJPC. This amount was to be withdrawn from the head "4801-Capital
Outlay on Power Projects’ and placed under the head ‘8229.-Deve10pment and Welfare
Fund, 110-Electricity Development Fund’. In July 1992, Accountant General authorised
the opening of a PLA for the purpose in the name of the Director, Institutional Finance

and Public Enterprises (DIFPE), subject to the provisions of the financial rules.

Scrutiny of records of the DIFPE, the Department of Multipurpose Projects and

Power and the Finance Department revealed (June-July 1997) the following points:

(i) Himachal Pradesh Financial Rules provided that the financial limits on each
PLA were to be fixed before referring the cases to Accountant General. Accordingly, a
ceiling limit of Rs 50 crore was fixed while requesting for permission for opening the
PLA., which was accepted by the Accountant General. DIFPE failed to observe this
ceiling. DIFPE drew excess amounts over the financial limit ranging between
Rs 1.98 crore and Rs 54.42 crore during 1995-97. DIFPE admitted (September 1997)
that this limit had been exceeded on a few occasions and this was necessitated due to
circumstances arising from the “fiscal management policy”. The reply of the DIFPE was

not tenable as they were required to adhere to the prescribed limit.

(ii)a) The financial rules provided that all moneys received by or deposits with any
officer in his official capacity were required to be paid into the government account of the
State. As such bank accounts outside the government account of the State were not to be

opened.

It was noticed that funds to the tune of Rs 371.78 crore from the PLA were |
invested by DIFPE in fixed deposits with various banks during 1992-97. Besides, a total
amount of Rs 181.42 crore out of the PLA was deposited between 1993-94 and 1996-97

in a savings account in the Post Office. The DIFPE, while accepting (September 1997)
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the facts, stated that this was done with the approval of “the competent level under the
fiscal management policy”. The reply was not tenable as the provisions of the state

financial rules could not be violated by any authority.

(ii)(b) Out of the amount invested in fixed deposits, Rs 76.37 crore in respect of
20 cases were invested by the DIFPE in fixed deposits with various banks between
July 1992 and March 1996 for short periods of 46 days in each case. The fixed deposits,
however, were encashed before the dates of their maturity and credited to the PLA
between August 1992 and April 1996 even though there was no immediate requirement
of funds and unutilised balance ranging between Rs 0.29 lakh and Rs 13.43 crore was
available in the PLA at the time of premature encashment of the fixed deposits. The
premature encashment resulted in a loss of interest of Rs 1.04 crore. DIFPE stated
(September 1997) that premature encashment of fixed deposits was necessitated by “the
fiscal management policy”. The reply was not tenable as this resulted in an avoidable

loss of interest for public funds.

1.10.1(b) Raising of loan through Himachal Pradesh Housing Board

8448-Deposits of Local Funds
108-State Housing Board Funds

Himachal Pradesh Housing Board (HPHB) raised a loan of Rs 105.32 crore
from Housing and Urban Development Corporation (HUDCO) in 1995-96 on behalf of
the Government of ilimachal Pradesh to finance the Gandhi Kutir Yojana (GKY), a
scheme being implemented by the Rural Development Department. The loan, together

with interest (9 per cent), was to be repaid to HUDCO by the Housing Department

through HPHB.

It was noticed that an amount of Rs 35.44 crore’ was received by the HPHB
against the said loan and the same was deposited in Shimla treasury under the head

*8448-Deposits of Local Funds, -"108-State Housing Board Funds’, a non-interest bearing

1996-97: Rs 25.35 crore and 1997-98: Rs 10.09 crore
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deposit head, between April 1996 and July 1997 at the instance of the Government.
Secretary-cum-Chief Engineer, HPHB, Shimla intimated (August 1997) that no records
pertaining to this loan were being maintained in his office and that these records were
available with the DIFPE. Thus, HPHB, who were the loanees, had no records of the

loan to monitor their repayments.

Although the loan was raised to implement GKY, the scheme was funded
entirely from the state budget under the head ‘2216-Housing’, and an expenditure of
Rs 46.54 crore” had been incurred on the scheme between April 1995 and July 1997 on it.
An amount of Rs3.71 crore (principal: Rs 1.38 crore and interest: Rs 2.33 crore) had

been repaid to HUDCO between March 1996 and July 1997.

It was observed that the loan amount of Rs 35.44 crore was lying unutilised in
the treasury as of September 1997. Non-utilisation of this amount resulted in blocking of

funds, besides payment of Rs 2.33 crore on account of interest thereon.

Thus there was no justification of borrowing these funds at commercial rate of
interest from HUDCO. It appears that it was done solely with the purpose of boosting the

ways and means position of the government.

Transport Department

1.10.2  Himachal Pradesh Passengers Insurance Scheme

8448-Deposits of Local Funds -
120-Other Funds

The State Government introduced (November 1977) the Passengers Insurance
Scherte in order to avoid hardships to passengers who became victims of accidents while
travelling in stage and contract carriages. It was decided to levy a surcharge on the
passengers at the rate of 20 per cent of the passenger and goods tax payable by them for

the purpose of insurance. The amount so collected would be credited to a Passengers

1995-96: Rs 23.84 crore; 1996-97: Rs 19.06 crore and 1997-98: Rs 3.64 crore (upto
July 1997)
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Insurance Scheme Fund (Fund), which would be administered by the Commissioner (now
Director), Transport. State Government requested (August 1978) Accountant General fO_ll‘
permission to open a PLA for the Passengers Insurance Scheme, which was accorded in

June 1979. The Fund was operated through a PLA opened in the Shimla treasury.

Financial rules stipulate that bank accounts outside the Public Account of the
State should not be opened for moneys received by or deposits with any officer employed

in connection with the affairs of the State.

Test-check of records of the Director, Transport revealed (December 1996) that
from 1991-92 onwards, the Department invested surplus amounts of the Fund in fixed
deposits and savings bank accounts in violation of these rules. The balances in the Fund
ranged between Rs 0.03 crore and Rs 1.14 crore during 1991-97 against the total receipts
of Rs 29.64 crore during the same period. An amount of Rs 2.43 crore had been earned

as interest on the fixed deposits, etc., upto March 1997.

It was further noticed that Government raised short term loans aggregating
Rs 53.08 crore from local banks against the security of the fixed deposits between
December 1993 and April 1994 to meet finance repayments of overdrafts taken by the
State Government. Interest of Rs 54.63 lakh on these loans was paid out of the interest
on the fixed deposits. While the overdrafts of the State Government ranged between
Rs 6.32 crore and Rs 140.44 crore during this period and interest of Rs 1.18 crore was
paid on these overdrafts, the fixed deposits in the banks aggregated Rs 37.40 crore during
the same period. The overdrafts as well as the interest on them could have been avoided
to the extent of the amount of fixed deposits had the funds invested in the fixed deposits

been kept in the Government account.

Thus failure to avoid overdraft to the extent of availability of funds in the fixed

deposits in the banks indicated poor resource management by the Government.

In reply to audit queries, the Director stated (May 1996) that the Fund was
being operated on telephonic directions of the Government and the sanction of the

Government in 'literal terms' had not been obtained. He further stated that the investment
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in the fixed deposits had always been done in consultation with and on the advice of the
Finance Department. The action of the Department was unauthorised as the Finance
Department was not competent to allow withdrawals from the public funds for

investment in banks.

The matter was referred to the Government in June 1997, their reply had not

been received (November 1997).
Forest Department

1.10.3  Raising of loan through Himachal Pradesh State Forest Corporation

8448-Deposits of Local Funds-
120-Other Funds

The Government of Himachal Pradesh directed (January 1997) the Himachal
Pradesh State Forest Corporation (HPSFC) to deposit Rs 250 crore as advance royalty
during the financial year 1996-97 though no such provision was contained in the standard
agreement between the Government and the HPSFC. For this purpose at the instance of
the Government, HPSFC raised a loan of Rs 154.34 crore by issue of non-Statutory
liquidity Ratio (SLR) bonds between 14 February and 22 March 1997 at a rate of interest
of 17 per cent payable half yearly. The State Govlemmem stood guarantee and gave
budgetary support to the latter against the interest liabilities of this loan. The loan was
arranged through three companies which were to be paid arranger's fees at the rate of
0.09 per cent of the funds mobilised. These companies mobilised Rs 124.58 crore and
were paid Rs 1.02 crore by HPSFC upto July 1997, out of a total of Rs 1.14 crore payable

(o them. Besides. an upfront discount of Rs 3.64 crore was allowed to the investors by

the Corporation.

The loan raised for payment of advance royalty was not deposited by HPSFC
in the final receipt head of the Government account. Instead, out of the loan amount of
Rs 154.34 crore. Rs 144 crore were deposited between 24 February and 21 March 1997 in
the Government account under the head ‘8448-Deposit of Local Funds - 120 Other
Funds. Deposits of HPSFC™ as per the directions of the State Government. The

iining amount (Rs 10.34 crore) was retained by HPSFC. On 28 March 1997 the

remd
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entire amount of Rs 144 crore was, however, refunded to HPSFC by the - State

Government.

It was observed that the Government had no overdraft as on 30 March 1997.
However, as on 31 March 1997, the closing overdraft of the Government was Rs 420.94
crore, which was mainly on account of refunds made to HPSFC (Rs 144 crore) and to the
Himachal Pradesh State Electricity Board (Rs 408.66 crore) in respect of a loan raised by

the Board on behalf of the Government in March 1997.

It was further, observed that Rs 150.70 crore were again deposited by HPSFC
in the Government account under the head ‘8448-Deposit of Local Funds - 120-Other
Funds’ on 2 April 1997. This helped in clearing the overdraft of the State Government

which became "nil" on 3 April 1997.

As per the provisions of Article 293(3) of the Constitution of India raising of
loans by the State Government is prohibited if there is any outstanding loan which has
been made to the State Government by the Government of India or in respect of which a
guarantee has been given by the Government of India, except with the consent of the
Government of India. As the State Government was heavily indebted’ to the Central
Government, the former bypassed this provision to unjustifiably raise loans though a

government company to boost its ways and means position.

These points were referred to the Government in December 1997; their reply

had not been received.

As on 31 March 1996, Rs 1723.24 crore were outstanding against the State Government
by way of loans from other agencies (Rs 446.43 crore) and loans from the Central
Government  (Rs 1278.81 crore)  (Source: Press  communique  issued by State
Covernment)
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CHAPTER-II

APPROPRIATION AUDIT AND CONTROL OVER EXPENDITURE

2.1 Budget and expenditure

The summarised position of actual expenditure during 1996-97 against

grants/appropriations was as under:

_ Original Supple-- Total Actual Variation
grant/ mentary . Expendi- Saving(-)/
_ appropriation ture © Excess(+)
( Rupees in crore)

L Revenue :
Voted 1927.65 52.98 1980.63 2019.69 (+) 39.06
Charged 361.11 115 362.26 31873 (-) 43.53

IL Capital
Voted '358.23 39.99 398.22 409.07 (+) 10.85
Charged 1.60 0.16 176 1.62 © 014

111 Public Debt
Charged 132.46 - 13246 684.78% +) 552.32

v. Loans and Advances
Voted- 71.28 3.34 74.62 81.41 +) 679

Grand Total 285233 _ . 9%.62. 2949.95 351530 (+) 56535

2.2 Results of Appropriation Audit

2.2.1 Savings/excesses in grants/appropriations

The overall excess of Rs 565.35 crore was the net result of savings in 43 cases

and excesses in 25 cases as shown below:

Savings Excesses Net saving(-Vexcess(+)
Revenue w Reveaue Capital Rﬂn_:e Capital
(Rupees in crore)
Voted 60.23 12.21 9.29 2985 (+)39.06 (+) 1764
(n17, (In15 {n 13 (9
grants) grants) ‘grants) grants)
$ @
Charged 4353 014 55232 (-)43.53 (+) 552.18
Appropriations (in 8 appro- (In 3 appro- (In 2 appro-
priations) priations) riations
' These are gross figures inclusive of recoveries adjusted in reduction of expenditure viz;

Revenue expenditure: Rs 191.54 crore; Capital expenditure: Rs 58.90 crore

@ Includes Rs 560.79 crore on account of repayment of overdrafts and sho

from Reserve Bank of India.

¥ Rs. 27,419 only.
43

rtfalls obtained
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The overall supplementary grants and appropriations obtained during 1996-97

constituted 3.42 per cent of the original grants and appropriations.

In seven cases, supplementary provisions of Rs 15.80 crore was unnecessary as

the expenditure in all these cases was less than even the original provisions. Details are

given in Appendix-I.

Of the final savings of Rs 72.44 crore under voted grants and of Rs 43.67 crore

under charged appropriations, savings of not less than Rs50 lakh in cach case

aggregating Rs 113.56 crore (17 cases) occurred in 15 grants and one appropriation,

details of which are indicated below, along with the main reasons for savings, wherever

furnished by the Government:

Serial  Grant Amount Main reasons
number of saving
(Percentage
of saving.)

(Rupees in crore)

Voted Grants

Revenue
1. 1-Vidhan Sabha 0.88
and Elections (11
2. 4-General 13.49
Administration 9)
3. 1 1-Agriculture 2.58
4)
4. 13-Soil and Water :
Conservation (16)
5 1 6-IForest and Wild Tife I,!I'_’)
(

Non-filling up of vacant posts, less expenditure on
maintenance and repair of vehicles, non-hiring of official
accommodation, less expenditure on office material, less
expenditure on publication, less receipt of salaries and travel
expenses bills gnm other departments and non-engagement
of professionals for special services.

Non-filling up of vacant posts. losses borne by the
Government of India. less receipt of grant-in-aid cases, less
receipt _of pension cases relating to ex-servicemen, less
expenditure on helicopter, reduction in plan ceiling, less
urchase of material, less expenditure on office expenses and
Pelﬁiq ch_ccipl of sanction of grant-in-aid from the Government
ol Inama.

Non-filling_up of vacant posts, less engagement of daily
wages staff, less purchase of office articles and inputs,
less expenditure on miscellancous items and exhibitions,
etc.. non-receipt/finalisation of grant-in-aid cases, less
expenditure  on organisation ~ of  Seminars, non-|
implementation of crop completion scheme, less receipt of
cligible subsidy cases, non-purchase of machinery and
equipment, less travel medical reimbursement expenses, less
expenditure on raw materials, non-import of floriculturc|
articles. non-receipt of Central assistance, non-payment ol
rent of cold storages, less exccution of works, non-release
of grant to Marketing Board, less repair of vehicles and
grant-in-aid for completion of Bio-gas plants.

Non-filling up ol vacant posts, less amount sanctioned by
the Government of India for Centrally sponsored scheme,|
accountal of expenditure  clsewhere  as  a result ol
implementation ol decentralised system and less reeeipt of
medical reimbursement claims.

Cut in Plan outlay: less expenditure on salarics. wages and
travel expenses: non-grant of approval lfor Modern Forest
Fire  Control Methods by the  Government ol India;
execution of less works: less  purchase ol vehicles:
cquipment and materialy non-exceution ul'prnl'lucls: provision
ol less Tunds by the Government of India Tor the scheme
Raising of Planfution of Minor Foresl Produce: and transfer
ol Extension Trainmg schemes to other minor heads.

-



45

Serial Grant
number

Amount

of saving
(Percentage
of saving)

Main reasons

6. 19-Social Security
and Welfare
(Including Nutrition)

T 20-Rural Development:

8. 21-Co-operation

9. '29-Finance

Capital
10.  9-Health and Family Welfare

11.  10-Public Works

12.  21-Co-operation

13. 22-Food and
Warehousing

14.  25-Road, Water Transport
and Civil Aviation

15.  28-Water Supply,
Sanitation, Housing and
Urban Development

16.  30-Loans to Government
Servants

Charged Appropriation
Revenue

17. 29-Finance

1.04
2)

5.63
(8-

0.76
(8)

29.92
(18)

2.16
(22)

0.88
(6)

0.82
(8)

1.46
(3)

2.98
(26)

2.07
(E)

1.15
(5)

43.44
(12)

Non-filling up of vacant posts, change in classifications of
expenditure on hospitality and entertainment, less purchase
of stationery, furniture, miscellancous items for schools/
ashrams, etc., less engagement of daily paid workers, non-
providing of vehicles for newly sanctioned schemes, non-
hiring of buildings, less execution of minor works, non-
creation of posts, non-finalisation of grant-in-aid cases, non-
finalisation of pension cases and discontinuation of training
for preparing Ex-Servicemen for Self Employment scheme
by the Government of India.

Reduction in”plan ceiling, non-filling up of vacant posts,
less expenditure on maintenance of vehicles and travel
expenses and non-completion of codal formalities.
Non-filling up of vacant posts, less purchase of officc
articles and travel expenses, less expenditure on daily paid
workers and less receipt of cases of subsidy from
beneficiaries.

Closing of office of State Finance Commission, less
payment of pension and gratuities, enhancement of sales tax
and non-approval of sale of lottery tickets and non-filling up
of vacant posts.

Non-finalisation of administrative approval/expenditurce
sanction and non-complction of codal formalities.

Non-availability of site for construction of office building
for Home Guards and reduction in plan ceiling

Less investment in the public sector and other undertakings.
less demand by the beneficiaries, less reimbursement
from National Co-operative Development Corporation.
non-receipt of investment cases from Processing
Co-operatives, non-receipt of assistance from the
Government of India for Processing Co-operatives, less
investment in Village and Small Industries Co-operatives.,
non-receipt of loan cases for food, storage, etc., less demand
of loans from Credit Co-operatives and less purchase of
vehicles.

Less procurement of wheat and rice, less hiring of godowns
and less payment of wages to daily paid workers.

Cut in plan ceiling and non-selection of site for Regional
Transport Offices.

Cut in plan ceiling, non-sanction of estimate of
sewerage scheme, less demand by Deputy Commissioners
and Housing Board for general pool accommodation, non-
according of administrative approval and expenditure
sanction for Police Housing.

Less demand for house building advances, car advances and
cycle advances.

Less loan taken from Lifc Insurance Corporation of
India, less payment of interest on small savings. provident
fund, etc.. due to less recruitment and more retirements of
govemment employces, less interest paid 1o work charged
workers during the year and less payment of interest on less
receipt of loans cte. i
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2.2.2 Persistent savings/excesses

Expenditure was persistently less than the total provisions by 5 per cent and
more in five cases during 1994-97, while it exceeded the provision persistently in two

other cases. Relevant details were as under:

Savings/Excesses as percentage of total grants

Serial Grants . 1994-95 1995-96 1996-97
number N )
1-Savings
A-Revenue-Voted
I. 1-Vidhan Sabha and Election 50 23 11
2. 21-Co-operation 17 28
3 27-Labour and Employment 31 32
4, 29-Finance 8 17 18
C-Revenue-Charged
5. 29-Finance 10 8 12

1I-Excesses
D-Revenue-Voted

6. 10-Public Works 50 32 60
E-Capital-Charged
7. 29-Finance 90 304 417

2.2.3 Surrender of funds

Savings in a grant or appropriation are to be surrendered to the Government
immediately after these are foreseen, without waiting till the end of the year. unless such
savings are required to meet excesses under some other units. However, no savings

should be held in reserve for possible future excesses.

Of the final savings of Rs 72.44 crore under voted grants and of Rs 43.67 crore
under charged appropriations, savings amounting to Rs 11.05 crore in 15 voted grants
(15 cases) and eight charged appropriations (10 cases) respectively, remained
unsurrendered. Instances of major variations where savings were more than Rs. 1 crore

but were not fully surrendered are contained in Appendix-II.

In 12 grants (16 cases), the amount surrendered exceeded the overall savings.

"Further, in the case of eight grants and one appropriation. Rs 12.33 crore were
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surrendered although expenditure exceeded the grant and no savings were available for

surrender. Relevant details were as under:

(A) Surrender of funds more than available savings:
Serial Grant Amount of Amount
number savings surrendered |
(Rupees in lakh)
Revenue-Voted
1. 1-Vidhan Sabha and Election 87.70 90.16
2. 13-Soil and Water Conservation 318.35 321.51
3. 14-Animal Husbandry and Dairy Development 35.78 129.92
4. 16-Forest and Wild life 111.60 111.92
5. 19-Social Security and Welfare (Including Nutrition) 103.85 121.44
6. 21-Co-operation 76.13 104.67
T 25-Road, Water Transport and Civil Aviation 30.58 31.46
8. 27-Labour and Employment 47.48 51.39
9. 29-Finance 2991.52 3608.61
Capital-Voted
10. 5-Land Revenue 3.27 435
1. 21-Co-operation 82.05 82.62
12. 22-Food and Warehousing 145.51 186.26
13. 25-Road, Water Transport and Civil Aviation 298.39 300.01
14. 27-Labour and Employment 0.60 225
15. 28-Water Supply, Sanitation, Housing and Urban Development 207.02 302.55
Revenue-Charged
16. 29-Finance 4344.32 4447.48
Total 8884.15 9896.60
(B) Surrender of funds in spite of overall excess expenditure:
Serial - Grant Amount of Amount
number excess surrendered
expenditure
(Rupees in lakh)
Revenue-Voted
1. 5-Land Revenue 86.84 126.55
2. 8-Education, Sports, Arts and Culture 472.94 443.15
3. 9-Health and Family Welfare 35.79 449.88
4, 26-Tourism and Hospitality Organisation 45.56 6.06
5. 28-Water Supply, Sanitation, Housing and 1668.14 9.06
Urban Development
Capital-Voted
6. 4-General Administration 951.23 17.85
7. 17-Roads and Bridges 514.13 180.40
8. 23-Water and Power Development 878.54 0.01
Revenue-Charged
9. 1-Vidhan Sabha and Elections 0.27 0.42
Total 4653.44 1233.38
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The amounts in all these cases were surrendered only on the last day of the
year. These instances were indicative of ineffective monitoring and control over

expenditure.

2.24 Excesses over grants/ appropriations

In the revenue section, there was a total excess of Rs 99.29 crore in 13 grants
and Rs. 27,419 in one appropriation while the excesses in the capital section amounted to
Rs 29.85 crore in nine grants and Rs 552.32 crore in two appropriations. These excesses

(details given below) require regularisation under Article 205 of the Constitution.

Serial Grant | Rl Total Actual it Amount of
number i grant/ : expenditure excess
appropriation ! A
Rupees Rupees Rupees
Voted Grants
Revenue
1. 2-Govemor and Council of Ministers 3,75,06,500 3,81,99,262 6,92,762
2 5-Land Revenue 55,24,90,000 56,11,73,921 86,83,921
3. 6-Excise and Taxation 12,65,73,000 12,69,92,887 4,19,887
4. 7-Police and Allied Organisation 92,61,83,000 93,00,74,783 38,91,783
5. 8-Education, Sports, Arts and Culture 3,72,07,04,000 3,76,79,98,439 4,72,94 439
6. 9-Health and Family Welfare 1,42,52,54,000 1,42,88,32,808 35,78,808
7. 10-Public Works 91,86,45,000 1,47,03,26,715 55,16,81,715
8. 12-Irrigation and Flood Control 42,84,68,000 49,89,09,959 7,04,41,959
9. 17-Roads and Bridges 1,08,86,31,000 1,09,94,92,786 1,08,61,786
10. 18-Supplies, Industries and Minerals 46,59,45,768 49,50,79,968 2,91,34,200
11.  26-Tourism and Hospitality Organisation 4,26,82,000 4,72,37,944 45,55,944
12, 28-Water Supply.lSanitation, Housing 1,26,94,19,000 1,43,62,32,996 16,68,13,996
and Urban Development

13.  31-Tribal Development 1,06,78,16,000 1,16,27,26,728 9,49,10,728
Capital
14. 4-General Administration 15.33,73,000 24,84,96,260 9.51,23,260
1:5: 8-Education, Sports, Arts and Culture 6,85,93,000 7,01,27,561 15,34,561
16. 11-Agriculture 13,67,35,000 14,38,81,097 71,46,097
17. 12-Irrigationa and Flood Control 22,47,65,000 25,30,04,542 2,82,39,542
18. 15-Fisheries 1,13,75,000 1,16,24,642 2,49,642
19. 17-Roads and Bridges 67,77,93,000 72,92,06,139 5,14,13,139
20.  20-Rural Development 73,58,000 73,58,253 253
21.  23-Water and Power Development 1,03,55,01,000 1,12,33,55,000 8,78,54,000
22, 31-Tribal Development 43,50,38,000 46,19,54,537 2,69,16,537
Charged Appropriation
Revenue '
i 1-Vidhan Sabha and Election 8,38,000 8,65,419 27,419
Cupital
2. 17-Roads and Bridges 1,50,00,000 1,50,00,101 101

B‘Jfl-‘inancc-‘ 1,32,46,38,000 6,84,78,38,4]4 5,52,32,00414

The reasons for the excesses had not been furnished as of October 1997.

@

Includes Rs 560.79 crore on account of repayment of overdrafts and shortfalls obtained
from Reserve Bank of India
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2.2.5 Non-receipt of explanations for savings/excesses

After the close of the accounts of each financial year, the detailed
Appropriation Accounts showing the final grants/appropriations, the actual expenditure
and resultant variations are sent to the Controlling: Officers, requiring them to explain the

variations in general and those under important heads/sub-heads in particular.

Such explanations for variations in respect of the Appropriation Accounts for
1996-97 were necessary in the case of 803 heads/sub-heads, but were not received in the

case of 198 heads/sub-heads as of October 1997.

2.2.6 Recoveries in reduction of expenditure

The demands for grants are for the gross amounts of expenditure to be incurred
in a particular year and show recoveries to be taken in reduction of expenditure separately
by way of footnotes thereunder. Similarly, in the Appropriation Accounts, the recoveries
are also shown separately in an Appendix thereto. Scrutiny of the Accounts for 1996-97
revealed that against the budget estimates of Rs 126.88 crore in the revenue section,
actual recovéries were Rs191.54 crore. In the capital section, against the budget
cestimates of Rs 56.62 crore, actual recoveries and adjustments were Rs 58.90 crore.
Thus. in the revenue section, recoveries in reduction of expenditure were underestimated
by Rs64.95crore in six grants and less affected by Rs0.29 crore in one grant.
Similarly, in the capital section, there was under budgeting in the case of seven grants
involving Rs 3.55 crore and less recoveries in three grants involving Rs 1.27. crore.
Details of major variations involving 20 per cent of the original estimates and not less

than Rs. one crore in each case are given in Appendix-IIL

2.2.7 Injudicious reappropriation

A grant or appropriation is distributed by sub-heads or standard objects (called

primary units) under which it is to be accounted. Reappropriation of funds can take place

between primary units of appropriation within a grant or appropriation before the close of
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the financial year. Reappropriation of funds should be made only when it is known or
anticipated that the appropriation in respect of the unit from which the funds are-to be
transferred will not be utilised in full or that savings can be effected in the appropriation

of the said unit.

- During the scrutiny of the Accounts for 1996-97, it was observed that in the
case of 30 sub-heads involving 10 grants/appropriations, reappropriations amounted to

Rs 4.52 crore.

(a) The original provisions under the sub-heads to which the funds were
transferred by reappropriation were adequate and consequently, the amounts

reappropriated remained unutilised (Appendix-IV-I).

(b) Further, the heads from which the funds were transferred did not have any

savings available under them, for reappropriation (Appendix-IV-II).

2.3 Reconciliation of departmental figures

The reconciliation of departmental figures with the figures booked in the office
of the Accountant General should be carried out every month by the Head of the
Department to ensure that the departmental accounts are sufficiently accurate and to
secure the accuracy of the accounts maintained in the Accounts office from which the

final published accounts are compiled.

Despite reporting the extent of delay in reconciliation to the Government
periodically. Secretary, Finance did not reconcile the expenditure of Rs 312.98 crore in
respect of "2049-Interest Payments' for the entire year 1996-97. Thus, the expenditure of

Rs 312.98 crore remained unreconciled.

The matter was referred to the Government in August 1997; reply had not been

received (November 1997).
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Drawal of funds in advance of requirements

Financial rules stipulate that no money should be drawn from the treasury

unless it is required for immediate disbursement or for the recoupment of funds disbursed

out of any permanent advance. It is also not permissible to draw advances from the

treasury for the execution of works, the completion of which is likely to take considerable

time. Any unspent balance is required to be refunded promptly into the treasury.

Test-check of the accounts of the Revenue, Rural Development, Industries and

Public Works departments revealed that Rs 13.85 crore were drawn during the period

from April 1993 to August 1996 for execution of various schemes/development works.

Of this, an amount of Rs5.16 crore was lying unutilised either with the executing

agencies or as deposits in the banks, etc., at the end of March 1997 as per details given

below:
Scrial  Department/ Amount  Month of Purpose Amount Remarks
number Office drawn drawal/ unuti-
(Rupees  receipt lised
in crore) (Rupees
in crore)
Revenue
|, Deputy Commissioner, 0.10 March 1996 Computerisation of 0.10 The amount was lying in the bank for
Hamirpur land records want of completion of codal formalities.
2. Deputy Commissioner, 0.10  March 1995 Computerisation of 0.10 The land records in the district were
Kullu land records under process of updating through
settlement. The amount was lying in the
banks.
Rural Development
3. Director Rural 0.08 March 1995 Construction of 0.08 The amount was kept in the bank as the
Development Anganwari buildings design of buildings had not been
finalised.
4. Block Development 155 Between Execution of 0.45 The amount could not be utilised due to
Officer, Tissa April 1993 development works non-posting of another junior engineer
and March 1996 and was lying in banks.
5. Block Development 199 Between Execution of 0.35 The amount was lying unspent in the
Officer, Mehla April 1993 and  development works banks and work-wise details were not
March 1996 known to the Department.
6.  Block Development  1.85 Between Execution of 041 The amount was lying unspent in banks
Officer, Nurpur April 1995 and  development works due to scarcity of labour.
July 1996
7. Block Development 238  Between Execution of 0.63 The amount was kept in the bank to avoid
Officer, Dehra * April 1994 and  development works risk of theft and loss.
August 1996
8. Block Development  0.34  Between Execution of 0.28 The amount was _ly'mg unspent in the
Officer, Salooni April 1994 and ~ development works banks and work-wise details of unspent
July 1996 amounts were not known to the
department.
.
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Serial  Department/ Amount  Month of Purpose Amount Remarks
number Office drawn drawal/ unuti-
(Rupeps  receipt lised
in crore) (Rupees
in crore)
9. Block Development  1.51 Between Execution of 0.70 The amount was lying in the banks as the
Officer, Lambagaon April 1994 and  development works works had not been completed.
March 1996
10.  Block'Development  0.61 Between Execution of 0.20 The amount was lying in the banks as the
Officer, Chamba April 1994 and  development works waorks had not been completed.
May 1996
11.  Block Development  0.60 Between Execution of 0.20 The amount was lying unspent in the
Officer, Darang April 1994 and  development works banks as the works had not been
January 1996 completed.
Industries
12.  General Manager, 0.23 Between Channelisation of rain  0.23 The amount was lying in the bank. The
District Industries March 1994 and water in industrial work could not be started due to a dispute
Centre, Una January 1996 area, Tahliwal over the alignment with private land
owners.
0.08 January 1996 Repair and 0.05 The amount was lying in the banks. The
maintenance of roads works were yet to be started.
in industrial aftas
Public Works
13.  Dharamsala 0.65 March 1996 Construction of 0.30 The amount was deposited with Deputy
additional Commissioner (DC), Dharamsala during
accommodation for March 1996. Of this, Rs 35 lakh were
Government received back between August 1996 and
Degree College, March 1997 and the balance amount of
Dharamsala Rs 30 lakh was still lying with DC,
Dharamsala as of December 1996, who
stated (April 1997) that the balance
amount will be released on receipt of
demand from the Executive Engincer.
14.  Nahan 0.70 March 1996 Metalling, tarring, 0.35 The amount was deposited with DC,
cross drainage of Nahan in March 1996. Out of this, Rs 35
RBB road. lakh were received back by the
department in June 1996 and utilised
during 1996-97 on RBB roads.
15.  Nurpur 0.58 March 1996 Construction of pre- 0.58 The amount was drawn by the Assistant
stressed concrete bridge Engineer, Nurpur sub-division No.l
over Chakki k#ad on (under Nurpur Division) in March 1996
km 62/0 and remitted to the Executive Engineer,
HPPWD, Jawali in the same month. The
amount was, however, refunded to
Nurpur division in January 1997 and was
lying unutilised in deposit as of]
April 1997.
16.  Rajgarh 030 March 1996 Metalling, tarring, 0.15 The amount was drawn and deposited
cross drainage of Banethi with DC, Nahan in March 1996 for
Bagthen Rajgarh Chaila keeping with the Post Office/Bank. Off
road km 56/0 to 76/ this, Rs15 lakh was withdrawn in
January 1997 and utilised on road work.
The balance amount of Rs 15 lakh was
still lying in the Post Office Saving
account as of April 1997.
Total 13.85 5.16

Such drawal of funds in advance of actual requirements resulted in blocking of

government fynds and retention thereof outside the government accounts.

The matter was referred to the Government in March and June 1997; their

reply had not been received (November 1997).
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Agriculture Department

2.5 Budgetary procedure and expenditure control

2.5.1 Introduction

The main objectives of the Agriculture Department were to help farmers in
attaining self-sufficiency in the production of foodgrains; increase the production of
oilseeds and pulses; disseminate technical knowhow to farmers; promote cultivation of
cash crops; emphasise dry land farming practices and soil conservation works, etc. The
strategy for development of agriculture in the State had been to raise the economic
standards of the farmers through schemes which provide maximum income. Funds for
the department are provided in the state budget under Major Heads 2401, 2415, 2435,
2810, 4401, 4425, 4435, 6401, 2402 and 6402 through Grant Nos 11-Agriculture and 13-

Soil and Water Conservation.

2.5.2 Organisational set up

In the Agriculture Department, the budget estimates are dealt with by 52
Disbursing Officers and 23 Controlling Officers under the control of the Director of
Agriculture (DA), who is the Head of the Department and is responsible for the
preparation and submission of the budget estimates of the Department to the Finance

Department.

The Department functions under the overall administrative control of the
Financial Commissioner-cum-Secretary (Agriculture). As per Budget Manual, he is
responsible for submitting budget documents like Schedules and Memoranda on New
Expenditure to the Finance Department; proposing reappropriations within the grants and

preparing supplementary demands for submission to the Legislature.

253 Audit coverage

|
Budgetary procedures and systems for expenditure control in the Agriculture

Department during 1994-95 to 1996-97, were reviewed in the Directorate during May to
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July 1997. The results of the review are discussed below:

2.5.4 -Preparation of estimates

The procedure for preparation and processing of budget estimates and
expenditure control by the Heads of the Departments and field formations are prescribed
in the Himachal Pradesh Budget Manual, supplemented by instructions issued by the

Finance Department from time to time.

(i) Inflated estimates due to provision of funds for vacant posts

According to the Budget Manual, while framing the estimates for sanctioned
establishment, whether permanent or temporary, the pay and increments which are likely
to be drawn by the persons on duty should be taken into account. No provision was to be
made for appointments to be held in abeyance. Contrary to these provisions, DA
provided Rs 4.05 crore in the budget estimates during 1994-95, 1995-96 and 1996-97 for
695, 480 and 597 vacant posts respectively. These provisions were subsequently

surrendered/ reappropriated as tabulated below:

Year Original Reappropriation Final Grant Surrender
provision

(Rupees in crore)

1994-95 8.15 0.48 7.67 0.96
1995-96 6.95 1.09 5.86 --
1996-97 1054 1.22 9.32 0.30

Total 25.64 2.79 22.85 1.26

The DA stated (June 1997) that in the absence of budget provisions, these
posts would get deleted and their revival would require the approval of the Finance
Department and the Cabinet. The contention of DA was not tenable as estimates were
ot to be framed for vacant posts. Thus, the provision for these posts unjustifiably

inflated the budget estimates which were to be subsequently surrendered and

reappropriated.
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(ii) Budget provisions and expenditure

The budget of the Department and persistent savings during 1994-97 was as

under:
Year ‘Budget Final Grant Expenditure Excess(+)/Savings(-)
Estimates
(Rupees in crore)

Grant No. 117

1994-95 50.49 46.90 38.13 (-) 8.77
1995-96 _ 45.32 43.81 43.00 (-) 0.81
1996-97 46.89 48.48 47.66 (-)0.82
Grant No. 13"

1994-95 8.80 9.23 8.95 (-)0.28
1995-96 8.14 9.49 9.42 (-) 0.07
1996-97 7.87 8.55 8.58 (+)0.03

Persistent savings under Grant No.1l during 1994-97 were attributed by
government to non-filling up of vacant posts, non-implementation of various schemes.

receipt of lesser number of cases for subsidy and lesser demand for grants-in-aid.

Includes Major Heads 2401, 2415, 2435, 2810, 4401, 4425, 4435 and 6401
Includes Major Heads 2402 and 6402
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(iii) Submission of estimates

As per provisions of the Budget Manual, the Estimating Officers were required
to prepare the estimates for submission to the Controlling Officers/Head of the
Department. The Head of the Department was to prepare and consolidate the final
estimates after receipt of estimates from the Controlling Officers/Estimating Officers.

The following points were noticed during audit scrutiny.

(a) In respect of Grant No 13-Soil and Water Conservation, Major Head 2402-Soil
and Water Conservation (Non-plan), 12 estimates for a total of Rs 1.34 crore were
received from three Controlling Officers after the submission of the budget estimates for
1995-96 and 1996-97 to the Government against which Rs'1.19 crore were provided on

ad hoc basis in the budget.

The Government stated (November 1997) that budget estimates were prepared
on the basis of the previous years' expenditure, excesses and surrenders statements, staff
in position, etc. This was not tenable as the Controlling Officer should have taken

appropriate steps to obtain the estimates in time.

(b) Budget estimates for the ensuing year are to be sent to the Finance Department
by the Head of the Department between 10th and 25th October each year. The
Department, however, submitted the budget proposals late by 8 days to 121 days during
1994-97 in respect of Grant Nos 11 and 13. The delays were attributed (November 1997)
by the Government to feeding of the budget in the computer by the departmental officials
nd late finalisation of plan budget estimates. No reasons were intimated for the delays

in submitting non-plan budget estimates. Thus the Director failed to exercise adequate

control over timely submission of budget estimates.
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2558 Control over expenditure
(i) Liability statements not furnished to Finance Department

As per the Budget Manual, the Head of the Department was required to submit
a liability statement to the Finance Department by the 15th of each month to enable them
to kgep a proper watch over the ways and means position. The liability statement would
include all the liabilities (a) which were in view at the time of preparation of the budget
(b) which were expected to occur during the year and (c) which were expected during the
financial year but debits in respect of which had not been received from other Accounts

Offices during that year.

The liability statement would facilitate the exercise of effective control over
expenditure and the preparation of correct budget estimates. It would also help in

avoiding excess over grants and non-surrender of savings.

The DA did not send any liability statement to the Finance Department during
1994-97. The Government stated tNovember 1997) that due to the magnitude of the
work involved it was difficult to maintain liability statements. The reply was not tenable
as they were required to send the statements to the Finance Department. An important
control mechanism to monitor the liabilities was thus made inoperative due to failure of

the department in observing the codal provisions.

(i) Warning for not exceeding appropriations

As per provisions of the Budget Manual, the Heads of Departments were
responsible for taking necessary steps to prevent expenditure in excess of the grants
administered by them. The disbursing officers were to pay prompt attention to any
warnings received from the Heads of Departments. The former were directly responsible
for the expenditure incurred against the grants allotted to them under each primary unit of

appropriation. They were to keep a close watch over the progress of expenditure and in
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no case allow the appropriation to be exceeded. The DA issued letters to 77 Disbursing
officers during 1994-95 to 1996-97, warning them not to exceed their allotments and
stating that failure to comply with instructions would attract disciplinary. action against
them. Despite this, there were excesses of expenditure of Rs 2.90 crore and Rs 1.47 crore
over the appropriation under the various minor heads/ units of appropriation under Grant
No 11 during 1994-95 and 1995-96 respectively. The DA stated (December 1997) that
no disciplinary action was taken against the disbursing officers as there was overall
savings in the appropriations. The plea was not tenable as the disbursing officers had no
authority to incur excess expenditure against the funds allotted to them. Failure of the
DA to monitor the excess over provisions thus facilitated excess expenditure by the

DDOs.

The Government stated (November 1997) that the excesses were mainly due to
purchase of more agricultural inputs; release of additional dearness allowance and interim

relief instalménts; enhancement in daily wage rate; subsidy on agricultural inputs, etc.

2.5.6 Avoidable supplementary appropriation

Supplementary grants were required when the amount included in a grant was
found to be insufficient; when a need had arisen for incurring expenditure upon some
‘new service' and when it was necessary to obtain the prior approval of the Legislature to

a scheme involving large financial commitments.

In the estimates of 1994-95, a provision of Rs 8.84 lakh was made under the
Head "2401-Crop Husbandry 113-Agriculture Engineering, 01-Agricultural implements
and machinery, Grant-in-Aid (Non-Plan)". Although the Department did not propose a
supplementary grant under this head of account, the Finance Department, of its own,
made a provision of Rs 7.50 crore against this head in March 1995. Against the fotal
provision of Rs7.59 crore, only Rs7.06 lakh -were spent and Rs 1.95 lakh were

reappropriated, leaving an unspent balance of Rs 7.50 crore.
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The Government stated (November 1997) that the provision was made by it

after taking a policy decision for providing grant-in-aid to Himachal Pradesh State Agro-
Industries Corporation but subsequently, it did not consider it appropriate to release the
grant-in-aid to the Corporation. Thus, provision for the supplementary grant without

actual demand for the same resulted in avoidable savings of Rs 7.50 crore.

2.8.7 Irregular reappropriation

(1) According to the provisions of the Budget Manual, no reappropriation was to
be made to provide for any new expenditure until such expenditure was authorised

through an Appropriation Act.

No provision was made in the original demand for grants or a supplementary
demand for grants during 1995-96 for implementing a new scheme, viz. ‘Training of
Women in Agriculture' under the head "2401-Crop Husbandry, 109-Extension and
Farmers Training, 21-Training of Women in Agriculture (Plan) CSS". It was noticed that
administrative approval for the scheme was accorded in July 1995 with the stipulation
that the DA would demand the provisions through a supplementary grant. The DA,
however, sought reappropriation through the final statement of excesses and surrenders.
Accordingly, the Finance Department made a provision of Rs 1.29 lakh for this scheme
through a reappropriation order passed by them and expenditure of Rs 1.28 lakh was
incurred- thereagainst. The new expenditure was, however, not authorised through an
Appropriation Act. Thus the Financial Commissioner-cum-Secretary (Agriculture) and

the Finance Department failed to follow.the procedure prescribed in the Budget Manual.

The Government stated (November 1997) that the supplementary provision
was sought as the funds had already been received by the State Government from the

Government of India and no additional funds were needed.
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The reply was not tenable as incurring of expenditure without any provision in

the Appropriation Act was not permissible.

(i1) In the budget estimates for the year 1995-96, provisions under the “Backward
Area Sub Plan' (BASP) were made in the demands for grants of all the concerned
departments of the Government. Accordingly, Rs2.01 crore were provided for BASP

under Grant No 11-Agriculture.

However, the DeparFments were advised (July 1995) by the Planning
Department to recast their proposals so that suitable budgetary corrections could be
carried out through supplementary demands. Accordingly, the provision of Rs 2.01 crore
under BASP made by the Agriculture Department under Grant No 11 was transferred

(February 1996) to Grant No 4-General Administration through a supplementary demand
| for grants during 1995-96. These funds were, therefore, no longer available for

reappropriation under Grant No 11-Agriculture.

Despite the non-availability of the allocation, the Finance Department made

reappropriations of Rs 2.01 crore on 30 March 1996 within Grant No 11-Agriculture.

The Finance Department stated (July 1997) that the supplementary provision
was a net addition to the original appropriation and there was no bar to utilise the savings
so effected. The reply was not tenable as there were no savings under the original
provision under BASP in Grant No 11-Agriculture which already stood transferred to
Grant No 4-General Administration. Thus, the reappropriation of Rs 2.01 crore carried

out under Grant No 11-Agriculture was irregular.

2.5.8 Savings/excesses

(a) Savings
Savings against appropriations are indicative of inaccurate estimates or

shortfall in performance for which the funds were provided in the Budget.

*
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It was noticed in the following cases, that the savings were unusually heavy
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compared to the budget provision under Grant No 1 1-Agriculture.

Major Head Amount Amount of Reasons for savings as  Schemes/functions affected
final allocation savings stated by the Department
(Rupees in (Rupees
crore) in crore)
(Percentage
of
provision)
1994-95 28.20 9.24 Vacant posts, less expenditure  Special — Food Production
2401-Crop Husbandry 33) on avelling  allowance Programme, Dry  Farming
claims and cconomy, delay in Project,  Development  of
the approval of the Centrally  Quality Control Inputs.
sponsored schemes,  Vegetable Multiplication
non-purchase of laboratory ~ Farms.  Development ol
equipment and oflice articles. Soyabean/Sunflower/  pulses.
less expenditure on subsidy  Development of oil sceds.
on vegetable seeds, less  Demonstration and
subsidy on various  Propaganda, Farmers training
components of the schemes  and  Education and  Special
and non-availability  of  Subsidy Scheme for Antodaya
improved sceds. family.
2810-Non-Conventional 1.71 096 Reduction in  subsidy on  Installation of gobar gas
Sources of Energy (56) installation of biogas plants plants.

The Government stated (November 1997) that most of the savings occurred
under centrally sponsored schemes due to delay in finalisation of sanction and

non-availability of seeds during the year.

(b) Excess expenditure

As per the Budget Manual, no expenditure was to be incurred which could
have the effect of exceeding the appr priations. Expenditure in the following cases

heavily exceeded the budget provision under Grant No | 1-Agriculture.

Year Ilead of account/name of Total grant Amount of Contributing reasons as stated by
the scheme (Rupees in lakh) CNCOSS the Government
(Rupees in lakh)
(PPer cent)

1994-93 2301-Crop Hushandry 16.00 34 I'xneess expenditure on subsidising the
107-Plant Protection (20) cost of insceticides/ pesticides, ete
01-Capital Outlay on Crop 530,00 76.51 Higher cost of improved seeds and
Hushandry (14) purchase of more seeds for use in
103-Seeds Kharif scason
O1-Purchase of improved
seeds

The provisions of Budget Manual were thus not kept in view while incurring

expenditure.
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2.59 Drawal of funds in advance of requirement

Between February 1996 and March 1997, the Director of Agriculture drew
Rs 99.40 lakh in respect of three schemes. Of this, Rs 30.24 lakh were lying unutilised in
the current account of a bank at the end of June 1997, of which Rs 13.27 lakh had been

utilised as of 5 October 1997 as intimated (November 1997) by the Government.

The DA stated (August 1997) that Rs 17.29 lakh drawn for the construction of
a pesticides laboratory at Shimla could not be utilised due to delay in the execution of
work owing to the lengthy and cumbersome procedure for preparation of map, floating of
tenders, etc. He further stated that Rs12.95 lakh drawn for the Biogas scheme
(Rs 2.50 lakh) and the :National Watershed Development Programme for Rainfed Areas
(Rs 10.45 lakh) would be utilised soon.

The reply of the Director-was not tenable as drawal of funds in advance of
requirement and keeping these outside the Government account was in contravention of

financial rules.

L4



CHAPTER-III

CIVIL DEPARTMENTS

Industries Department

3.1 Working of the Industries Department

3.1.1 Introduction

The Department of Industries of the Government of Himachal Pradesh
is responsible for the overall economic development of the State through the
process of industrialisation. During 1991-92, there were 21.518 small scale and
132 medium/large scale industrial units in the State which were generating
employment for 0.84 lakh and 0.15 lakh persons respectively. By 1996-97, there
were 25.000 small scale units and 161 medium/large scale industrial units
providing employment to 1 lakh and 0.23 lakh persons respectively.  The
Department had spent Rs106.99 crore (Revenue: Rs 93.29 | crore and
Capital: Rs 13.70 crore) during 1994-97 on the implementation of various
programmes/schemes for industrial development in the State. Of this,
Rs 7.74 crore were spent on development of industrial arcas and Rs 97 lakh on
employment promotion programmes, which were the major objectives of the

Department.
3.1.2 Organisational set up

The overall control of the Department rested with the Financial
Commissioner-cum-Secretary (Industries) to the State Government who was

assisted by a Joint Secretary and a Deputy Secretary.

The abbreviations used in this review have been listed in the Glossary in
Appendix-XII (Pages 333-335)
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The Director of Industries (DI), was the Head of the Department and
was assisted by Deputy Directors, Programme Officers, Technical Officers and
General Managers at the Directorate level, in the implementation of various

schemes for industrialisation.

At the district level, there were 12 District Industries Centres (DICs)
headed by General Managers (GMs), while at the block level, Extension Officers
were functioning to offer guidance and packages of assistance and facilities to

entreprencurs.

Work relating to industries such as tea, sericulture and mining were

looked after by separate offices set up for the purpose.

In addition to the departmental formations, six Corporations/
Companies and one Board', under the overall control of the Industries Department,
also assisted in the implementation and extension of programmes of

\'Qdustrialisation- in the State.

3.1.3 Audit coverage

Some aspects of the Industries Department for the period 1994-97 were
reviewed during May-July 1997. Seventeen schemes (State: 14 and Central: 3)
out of 62 schemes being implemented in five districts® and in the offices of the
Technical Officer (Tea) and Deputy Director of Industries, Sericulture at Palampur
(Kangra District) were selected for in-depth analysis. This was supplemented by a
review of records and information- supplied by the DI and the Financial
Commissioner-cum-Secretary (Indus'tries)lto the State Government. Results of the

review are incorporated in the following paragraphs.

Himachal Pradesh State Industrial Development Corporation Limited (HPSIDC),
Himachal Pradesh Financial Corporation (HPFC), Himachal Pradesh State
Handicrafts and Handloom Corporation (HPHHC), Himachal Pradesh State
Electronics Development Corporation Limited (HPSEDC), Himachal Pradesh
State Small Industries and Export Corporation Limited (HPSSEC), Ilimachal
Pradesh General Industries Corporation Limited (HPGIC) and Himachal Pradesh
Khadi and Village Industries Board (1HPKVIB)

Kangra, Kinnaur, Sirmour, Solan and Una
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Highlights

The prescribed time schedule for the preparation/submission of
budget estimates and related statements were not observed during
1994-97. Final statements of excesses and surrenders were
submitted to the Finance Department after the closing of the
financial years 1995-97 in respect of Grant No 18 and for 1995-96
in respect of Grant No 31.

(Paragraph 3.1.5.2(a))

Assets registers were not maintained by the DICs to record the
details of assets created through the money released by the DI. As
such, the DI had no centralised information regarding the assets

created.
(Paragraph 3.1.5.2(c))
Rupees 3.41 crore provided against 11 sub-heads in three major

heads during 1994-97 on ad hoc basis remained unutilised and had

to be surrendered or reappropriated.
(Paragraph 3.1.5.2(d))
During 1994-97, 100 per cent expenditure on seven schemes for

Rs2.11 crore was incurred only in the months of March of

respective years.
(Paragraph 3.1.5.3(ii))
In contravention of financial rules, revenue expenditure of

Rs 82.06 lakh under two heads of account was met out of the

capital account during 1994-97.
(Paragraph 3.1.5.3(iv))

While investment of Rs 84.99 lakh was made by the Departmient

in two Corporations upto March 1997 in excess of their authorised
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capital, advance investment of Rs 2.24 crore was made in two

other Corporations during 1990-92.
(Paragraph 3.1.5.3(v))

A provision of Rs 1.84 crore in Grant No 18-Supplies, Industries
and Minerals under the "Backward Area Sub-Plan' was transferred
to Grant No4-General Administration in the supplementary
demands for grants during 1995-96. These funds, which were no
longer available for utilisation or reappropriation under Grant
No 18, were either utilised (Rs 30 lakh) against the original
provision or reappropriated (R<1.54 crore) within the grant
irregularly.

(Paragraph 3.1.5.5(b))
Rupees 1.71 crore drawn between March 1990 and March 1997
for execution of various works were kept in the form of cash or

deposits in banks/post offices in contravention of the financial

rules.
(Paragraph 3.1.5.7)

Conveyance advances of Rs 20.42 lakh were sanctioned between
1994-97 to 95 officers/officials, out of whom, 88 officers/officials
had not purchased the conveyances. ,No lump sum recoveries of -
the advances were made from the defaulters and no penal interest

were levied on them.
(Paragraph 3.1.6.4)

No surveys and investigations were conducted by the Department
for ziscertair:ing the potential of various areas in the State for

industrialisation and employment generation.

(Paragraph 3.1.7.1)
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Development of four industrial areas, sanctioned in March 1988,
had-not been completed as of July 1997, resulting in unfruitful

expenditure of Rs 1.28 crore.
(Paragraph 3.1.7.1(i)(a))

Seventeen development and repair works of industrial areas in
Chamba, Mandi, Shimla and Una districts, stipulated to be
completed between March 1989 and March 1997, had not been
taken up for construction by the executing agencies as of
November 1997, even though funds of Rs43.41 lakh were
released to them between June 1988 and February 1996.

Fifty three works relating to industrial areas in 10 districts had not
been completed, even though funds of Rs 5.37 crore were released
to various executing agencies between August 1987 and
August 1996.

(Paragraph 3.1.7.1(ii))

Rent of Rs 78.94 lakh had not been recovered from allottees in

respect of industrial sheds in three District Industries Centres.
(Paragraph 3.1.7.1(iii))

Director of Industries paid Rs 5.25 crore to Himachal Pradesh
State Industrial Development Corporation (HPSIDC) during
1995-96 and 1996-97 for the establishment of an Export
Promotion Industrial Park at Baddi (Solan District) without
making any land available for the purpose. Himachal Pradesh
State Industrial Development Corporation spent Rs 89.36 lakh on
development works as of April 1997 which included
Rs 16.52 lakh spent on purchase of residential quarters for its own

employees fot which there was no provision in the project. They
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also earned interest of Rs 1.07 crore as of March 1997 on the

unutilised amount.

(Paragraph 3.1.7.3)

The State’s claim of reimbursement of transport subsidy of
Rs 17.01 crore to industrial units pertaining to the period 1994-97
from the Government of India had not been met as of

November 1997.
(Paragraph 3.1.7.5)

Industrial loans of Rs 16.93 lakh granted to 463 entrepreneurs
between 1952-53 and 1994-95 had not been recovered as of
November 1997. Interest of Rs 44.86 lakh had accrued on the

loans.
(Paragraph 3.1.7.8(b))

Director of Industries did not fix norms for inspecting the
implementation of various schemes and construction activities at
various levels till May 1994. Even after instructions were issued
in June 1994 and November (1996, the actual number of
inspections fell short of the prescribed number. Inspection notes

were also not on record.
(Paragraph 3.1 9)

Department did not pay adequate attention to audit observations.
A total of 475 paragraphs contained in 163 Inspection Reports
relating to the period from June 1963 onwards, were pending with

the Department.

(Paragraph 3.1.10.1)
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3.1.5 Budgetary procedure and control over expenditure

Funds were provided in the budget of the Department through Grant
Nos 18-Supplies, Industries and- Minerals and 31-Tribal Development under

11" Major Heads of Accounts.

The Department had 34 Disbursing Officers and 24 Controlling Officers
under the control of the DI, who was the Head of the Department and submitted

the budget estimates to the Finance Department.

3.1.5.1 Budget provisions and expenditure

The budget provisions and actual expenditure during the years 1994-97

for the Department were as under:

Year ‘ © Total : Expenditure - T Excess(+)/
- grant ' : Saving()

(Rupees in crore)

Revenue section

1994-95 19.61 21.53 *) 192
1995-96 20.35 19.95 (-) 0.40
1996-97 48.62 51.81 ) 3.19

Total: 88.58 93.29 @ 4M

Capital section

1994-95 6.34 6.08 (-) 0.26
1995-96 5.96 3.55 : (-) 241
1996-97 442 4.07 () 035

Total: 16.72 13.70 ) 3.02

The Government stated (November 1997) that the savings during
1995-96 under revenue section were due to non-filling up of vacant posts and

during 1994-97 under capital section due to less investment in various

2057, 2407, 2851, 2852, 2853, 4059, 4851, 4859, 4885, 6851 and 6858
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corporations and non-payment of interest free loans. The excesses under revenue
section were attributed to receipt of central assistance at the end ofithe financial

years 1994-95 and 1996-97 for which provisions could not be made in the

supplementary grants.

Further scrutiny revealed the following:

(i) There were persistent excesses ranging between Rs0.22 lakh and
Rs 50.02 lakh under four” sub-heads during 1994-97. Analysis of reappropriation
orders revealed that the excesses were due to more demand from the beneficiaries,

expenditure for advertisement and publicity and establishment of a carding plant.

(ii) In the case of six” sub-heads of account, the persistent annual savings
ranged between Rs 0.72 lakh and Rs 79.97 lakh during 1994-97. Scrutiny of
reappropriation/surrender orders revealed that the savings were mainly due to non-
acquisition of land for establishment of industrial areas, less dqmand from

beneficiaries and non-filling up of vacant posts.

(iiii) Under the sub-head ‘2851-001-02-District Headquarters’ = during
1994-97 provision of Rs 8.56 lakh were made for vacant posts under this scheme.
The amount was reappropriated to other heads of account during the respective

financial years as no expenditure was made against the provision.

DI stated (June 1997) that the incumbents, who were permanent against
the respective posts, were posted against the newly created temporary posts and a
token provision had been made to avoid deletion of permanent posts from the
budget. The reply was not tenable as according to the Budget Manual‘, no

provisions were to be made for vacant posts.

(i) Rebate on Handloom Products (ii) Marketing Development Assistance
(iii) Arts and Products Exhibition and (iv) Expenditure on Grants-in-aid/Subsidy

e

(i) District Headquarters (ii) Directorate (iii) Minerals Exploration Staff and
Others (iv) Development of Industrial Area (v) Loans under Hill Area Woollen
Development Project (vi) Expenditure on Mineral Development
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A review of the budgetary procedure and control over expenditure in

the Department revealed the following:

3.1.5.2 Delay in preparation of budget estimates

(a) As per the Budget Manual, budget estimates were to be sent by*the
Head of the Department to the Finance Department by 25 October. It was noticed
in audit that the estimates were sent to the Finance Department after delays of
tﬁee to four months during 1994-97. Similarly, the final statement of excesses
and surrenders was to be sent to the Finance Départment by 15 January. It was
observed that these were delayed between two to three months during the same

period as shown in the table below:

Particulars Due dates of Actual dates of submission
submission
1994-95 1995-96 1996-9";’
Budget estimates 25 October 3 February 1994 3 February 1995 22 February 1996
Statement of excesses  1st December 18 January 1995 6 February 1996 1st February 1997

and surrenders

Final statement of 15 January 31 March 1995 8 April 1996 5 April 1997
excesses and
surrenders

It was also seen that revised estimates, which were to be sent by the
Finance Department to the Head of the Department by 17 December each year
were not communicated at all. Scrutiny of records of the DI further revealed that
the final statements of excesses and surrenders were submitted to the Finance
Department after the closing of the financial years 1995-97 in respect of Grant
No. 18 and for 1995-96 in respect of Grant No. 31. Thus the savings under the
capital section could not be utilised by reappropriation orders to set off excesses

under the revenue section during the years 1994-95 and 1996-97.
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Government stated (November 1997) that the budget estimates for Plan
schemes could not be submitted according to the time schedule for want of
finalisation of the Annual Plan Ceiling of the Department. It was also stated that
final changes with regard to exce§s/savings were intimated to Government on the
last working day of each financial year due to some administrative difficulties.
The reply was not tenable as the prescribed time schedule should have been

adhered to in order to ensure adequate scrutiny of the budget documents.

(b) Non-maintenance of records

Budget Manual provided that the DI was required to maintain the

following registers/records:

(i) Register of sanctions to record fixed establishment and recurring
contingent expenditure sanctions.

(i) Ledger account of appropriations to -show sums initially allotted,
supplementary grants and deductions made by reappropriation.

(iii) Liability register for indicating the nature of liabilities and the agencies
on which indents are placed together with estimated costs.

It was noticed that these records/registers were not maintained by the

DL

Government stated (November 1997) that sanction registers were being
maintained by various Programme Officers. However, no such registers were
produced to audit as a result of which their proper maintenance could not be

verified.

(c) Deficiencies in maintenance of records by drawing and disbursing
officers

The Industries Department was responsible for execution of industrial

estates in the State and money was to be released by the DI for this purpose.
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Although the Department had acquired sizeable amounts of laud and constructed
various non-residential buildings like industrial sheds, shops, etc., at various
places, no assets/property registers were mainiained in any of the DICs
test-checked. Scrutiny revealed that lands and buildings acquired by the DICs at a
cost of Rs 1.12 crore in DIC, Kangra and Una during April 1994 to March 1997,
had not been accounted for in the assets register. Also, there was no centralised
record of assets at the Directorate, as a result of which, the DI had no centralised

control over the assets created.

GMs of DICs, Kangra and Una stated (June 1997) that the requisite
records would now be maintained. DI stated (August 1997) that all the GMs had

been instructed to maintain the necessary records.

(d) Unutilised provisions

During 1994-95 to 1996-97, Rs3.41 crore were provided against
11 sub-heads in three major heads under Grant No.18-Supplies, Industries and
Minerals on ad hoc basis. These provisions proved unnecessary as no expendifure

was incurred during 1994-97 as detailed in Appendix-V.

The entire provision was either surrendered (Rs 2.02, crore) or
reappropriated (Rs 1.39 crore) during the respective financial years. of
Rs 3.41 crore, Rs 3 crore were provided under the sub-head 6851-200-01-Interest
free Loans to Entrepreneurs during 1995-96 (Rs 2 crore) and 1996-97 (Rs 1 crore).
The Government stated (November 1997) that 90 per cent of the provision was
kept for interest free loans to entrepreneurs which could not be utilised due to less
demand from the entrepreneurs. The reply was not tenable as the provision should

have been made after assessing the demands on realistic basis.
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() Over/under estimation

In the following cases, estimates were not framed accurately, resulting

in over-estimation/under-estimation.

(i) Over-estimation

Serial Head of Account

Year Original

Expenditure Savings

number provision
Grant No. 31 (Rupees in lakh)

1. 2851-796-01 Expenditure on 1995-96 54.00 43.54 10.46
Industrial Schemes 1996-97 52.76 3542 17.34
Grant No. 18

2, 2851-101-03 Development of other  1996-97 .120.00 86.76

Industrial estates

33.24

It was noticed in audit that estimates in respect of these two schemes

were prepared on ad hoc basis. The Government stated (November 1997) that

over-estimation occurred due to non-acquisition of land at Bhambala which could

not be decided through negotiation and now the matter was under process for

compulsory acquisition of land. The savings under Tribal Area Sub-Plan were

mainly due to non-receipt of adequate proposals from beneficiaries/field agencies.

The reply was not tenable as utmost foresight should have been exercised in

framing the estimates.

(ii) Under-estimation

Serial Head of Account Year Original Reapprop- Total  Expendi- Pcrccntagg ot:

number provision riation grant  ture reappropriation

with reference to
expenditure
Grant No. 18 (Rupees in lakh)

1. 2852-80-800-01 1994-95 9.90 10.25 20.15 19.87 51
Arts and Products 1995-96 9.90 14.96 24.86 25.18 60
Exhibition 1996-97 18.90 10.10 29.00 29.20 35

2. 2851-103-03 1994-95 8.00 4.07 12.07 12.07 34
Marketing Development  1996-97 7.00 19.00 26.00 26.00 73
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Scrutiny revealed that the original provisions were far less than the
actual expenditure during 1994-97 and the original provisions had to be
augmented through reappropriation orders. The Government stated
(November 1997) that the DI being Head of the Department, could make
necessary changes in the proposals after having discussions with the concerned
Controlling Officers and the expenditure shown in the table against the total grant
was reasonably good. The reply was not tenable as the original provision ranged
between 27 and 66 per cent of the actual expenditure which proved that the

estimates were unrealistic.
3.1.5.3 Control over expenditure
(i) Unrealistic budget provision

In the following cases, provisions were made for amounts less than

demanded but expenditure was even below the provisions:

Serial Head of Account Year Budget Budget Actual

number demanded provided expenditure
Grant No.18 (Rupees in lakh)
1. 2853-02-102-01-Minerals Exploration 1994-95 21.13 17.16 12.41

Staff and Other Activities (Plan)

2. 2851-107-01-Development of 1994-95 92.72 85.60 . 70.14
Sericulture Industries (Non-Plan)

3, 2851-001-02-District Headquarters 1994-95 4.44 3.79 -Nil

{Non-Plan)

4. 2851-102-03-Industrial Extension 1994-95 6.08 3.67 1.65.
Centre (Rural) (Non-Plan)
Grant No. 31

L 2853-02-796-01-Expenditure on Mineral ~ 1994-95 23.50 15.00 13.65
Development (Plan) 1995-96 17.00 15.00 14.07

'1996-97 17.00 15.00 11.93
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In the following cases, funds were allotted by the Finance Department

in excess of the estimated demands but actual expenditure was even less than the

demands:

Serial Head of Account . Year Budget " Budget Actual

number demanded hllotted expenditure

(Rupees in lakh)

Grant No. 18

I 2853-02-101-01-Headquarters staff 1994-95 14.07 15.98 13.45
of Geological Wing (Non-Plan)

2. 2853-102-01-Minerals Exploration staff ~ 1994-95 49.47 51.42 46.50
and Other Activities (Non-Plan) 1996-97 60.90 61.98 56.47

3. 2407-01-800-01-Staff for Development 1994-95 38.50 40.00 27.41

of Tea Industries in Himachal Pradesh

The Government stated (November 1997) that the variation between the
allotted budget and expenditure was mainly due to non-filling up of vacant posts
and less expenditure due to economy measures. The reply was not tenable as in
most of the cases, savings were re-appropriated to other heads of account and, as
such, there was no overall economy in expenditure. Further provisions for vacant

posts were not permitted as per the Budget Manual.

(i) Expenditure incurred in March

Government instructions (September 1995) provide that to regulate
expenditure in a phased manner, the administrative departments were t0o ensure
that funds available under both the Plan and the Non-Plan budget should be
allowed to be spent in a controlled manner. Twenty per cent of the expenditure
were to be incurred in the first quarter; 25 per cent in, the second quarter; 30
per cent in the third quarter and 25 per cent in the fourth quarter . Contrary to
these provisions, 100 per cent expenditure of Rs2.11 crore was incurred during

1994-97 in the month of March on seven' schemes.

! District Industries Centre, Hill Area Woollen Development Project, Interest Free
Loan to Entrepreneurs, Development of Khadi Industries, Rebate on Handloom
Products, Grant-in-aid/ Contribution/ Subsidy and Raw Material Depot
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Government stated (November 1997) that schemes were sanctioned
towards the end of the financial year and the Department had to incur expenditure
in the last month of the financial year. The reply was not tenable as Government
should have accorded sanctions-to schemes in time so that expenditure on the
schemes could be incurred in a controlled manner as per the government

instructions.

(iii) Payment of decretal amount from voted funds

As per the Budget Manual, the expenditure on payments made in
satisfaction of any judgement, decree or award of any court or arbitral tribunal,
was to be treated as a “charge' on the Consolidated Fund. Provision for such

expenditure was to be shown in the estimate as “charged'.

During 1996-97, DI paid Rs 7.04 crore to a company on account of
Central transport subsidy in compliance of a High Court judgement of
f.lan'uary 1996, out of the voted provision under the head *2852-80-102-05-Central

subsidy to entrepreneurs', in contravention of the codal provisions.

Government, while admitting the fact, stated (November 1997) that the
provision of the Budget Manual regarding payment of decretal amount would be

kept in view in future.

(iv) Revenue expenditure incurred out of capital account

Financial rules provide that funds provided for capital expenditure in
the budget by the Legislature should not be utilised by the departments for
purposes which are to be met out of the funds provided under the revenue heads

without obtaining reappropriation orders.
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In the following cases, provisions under the capital account were

utilised for revenue expenditure.

Head of Ace;mml' : Year Totalgrant  Amount : Remarks
2l i utilised as el
revenue |
expenditure
(Rupees in lakh)
Grant No. 18
4851-102-02-District 1996-97 9.30 3.30 The amount was reappropriated from the capital
Industries Centre account for repair works in DICs.
4885-01-190-02-Investment 1994-95 188.50 55.00 The amounts were sanctioned as payment of
in Himachal Pradesh 1995-96 69.75 subvention to the Himachal Pradesh Financial
|Financial Corporation 23.76 Corporation.

4885-01-796-01 Investment 1995-96 19.00 |
in Himachal Pradesh Financial
Corporation

Government admitted (November 1997) that Rs 3.30 lakh had been
provided by way of reappropriation under the capital section for repair works in
DICs as no funds were provided under minor works in the revenue section for the
purpose. As regards the expenditure of Rs 55 lakh and Rs23.76 lakh, the
Government stated that in future, a separate head of account for payment of
subvention money was proposed to be opened and it was not possible to rectify

the misclassifications in the Appropriation Accounts at this stage.

(v) Investment in Corporations

(a) Investment in excess of authorised capital

The Department made investment of share capital of Rs 77.84 lakh and

Rs 7.15 lakh in Himachal Pradesh Small Scale Industries and Export
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Corporation (HPSSIEC) and Himachal Pradesh Handicraft and Handloom
Corporation (HPHHC) respectively upto March 1997 in excess of the authorised

capital of these Corporations.

The Government stated (November 1997) that the matter regarding
enhancement of authorised share capital had been taken up by HPSSIEC in
October 1997 and HPHHC in June 1997 with the Company Law Board. Thus
provision was made irregularly even before the proposal was sent for increase in

the share capital.

(b) Investment in advance

The Department paid an advance of Rs 1.50 crore during 1990-91 to
Himachal Pradesh State Industrial Development Corporation and Rs 74 lakh to
Himachal Pradesh Financial Corporation during 1991-92 for investment in share
capital, adjustable in five equal future instalments. The Government stated
(November 1997) that the amount of advance investment paid would be reduced

from the provision for this purpose during subsequent years.

The reply of the Government was not tenable as the adjustment of
advance investment from subsequent years' provisions did not depict the correct

position of the budget estimates.

3.1.5.4 Unnecessary supplementary grant

According to the Budget Manual, if a supplementary estimate is
required for some new expenditure not contemplated in the budget, the authority
concerned must shov:f that urgent necessity has arisen for the proposed
expenditure, the postponement of which would. ultimately involve extra
expenditure or be administratively impossible or would be against any accepted

policy.




30

It was noticed in audit that a token provision of Rs 100 was made in the
supplementary demand for grants during 1994-95 under the head ‘2852-07-202-
02-Electronics Corporation, (GIA) (Plan)’ for purchase of computers. A sum of
Rs 13.60 lakh was drawn and released as grants-in-aid by DI to the Corporation-in
January 1995. Subsequently, RS 13.60 lakh were reappropriated in March 1995
by the Finance Department to this head of account. Scrutiny of records further
revealed that the amount was utilised by the Corporation during 1995-96
(Rs 10.01 lakh) and 1996-97 (Rs 3.59 lakh).

The Government stated (November 1997) that the grant-in-aid was
given to the Corporation as a special case in view of the severe financial crunch
taced by them. The reply was not tenable as the grant-in-aid of Rs 13.60 lakh was

not utilised by the Corporation during 1994-95.

3.1.5.5 Reappropriation

(a) As per the Budget Manual, proposals for reappropriation are required to
be submitted not later than 15 March each year in the prescribed form by the
Administrative Department to the Finance Department. It was noticed in audit
that during 1994-97 no such proposals were prepared and submitted by the DI to
the Finance Department in time. The Finance Department had, therefore, issued

reappropriation orders during 1994-95 to 1996-97 on its own.

DI intimated (June 1997) that proposals for reappropriations, based on
statements of final excesses and surrenders, were always sent to the Finance
Department and reappropriation orders issued accordingly. This was not tenable
1s statements of final excesses and surrenders were submitted by the Director to
he Finance Department either on the last day of the financial year or after the
:lose of the year. However, all reappropriation orders were issued by the Finance

department before the end of the financial years.
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(b) In 1995-96, allocations under the "Backward Area Sub-Plan" (BASP) -
were made in the demands for grants of all the concerned departments.
Accordingly, provision of Rs 1.84 crore for BASP was made under Grant No [8-
Supplies, Industries and Minerals. In July 1995, the Planning Department advised
the departments to recast their proposals according to the policy of schematic
allocation of Government so that budgetary corrections could be carried out.
Accordingly, the provision of Rs 1.84 crore under BASP made by the Industries
Department under Grant No 18 was transferred to Grant No 4-General
Administration through a supplementary demand for grants during 1995-96.
These funds were, therefore, no longer available for utilisation or reappropriation

under Grant No ]8-Sup;-)lies, Industries and Minerals.

Despite the transfer of the allocation, the Finance Department made
reappropriations of Rs 1.54 crore during 1995-96 within Grant No 18-Supplies,
Industries and Minerals and Rs 30 lakh were utilised by the Industries Department
as per the original provision, which was irregular. Government stated (November
1997) that the funds earmarked for BASP for 1995-96 were originally provided
under Grant No. 18-Supplies, Industries and Minerals.  Accordingly, the
expenditure had been incurred by the Department during 1995-96. The reply was
not tenable as the original provision was transferred through a supplementary

grant to Graht No.4-General Administration.

3.1.5.6  Savings/excesses
(a) Savings

Savings over appropriations indicate that expenditure could not be
incurred as anticipated in the estimates. These are indicative of poor budgeting or

shortfall in performance for which the original budget was provided.

However, under Grant No 18-Supplies, Industries and Minerals, savings

were 100 per cent during 1994-95, against the budget provision of Rs 5.33 lakh
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under the major head of account 2851-103-13 Health Package Scheme to
Handloom Weavers. Government stated (November 1997) thdt this was due to
mistake in classification which could not be rectified due to unavoidable reasons
and that it was not possible to rectify the mistake at this stage as the accounts had

been finalised.
(b) Excesses

Expenditure substantially exceeded the budget provisions in the

following cases:

Head of Account Year Total  Amount of Contributing reasons stated by the
‘ grant  excess ' Department
(Percentage of
provisions)

(Rupees in Iukh.}

Grant No. 18

2851-102-14-Setting up of 1994-95 100.18 300.00 Govemnment of India released Rs 3 crore for
Export Promotion Council (299)  the establishment of an Industrial Export
(Plan) Promotion Park at Baddi.

2851-103-04-Hill Area 1995-96 15.62 434  Expenditure incurred on travelling expenses,
Woollen Development (28)  office expenses and grant-in-aid.

Project (Plan) (CSS)

2852-102-06-Growth 1996-97 118.31 281.69  Receipt of Central share of Rs 4 crore for the
Centre (CSS) (238)  establishment of Growth Centre at Sansarpur.

3.1.5.7 Drawal of funds in advance of requirements

Financial Rules stipulate that money should not be drawn from the

treasury unless it is required for immediate disbursement.

Test-check of records of the GMs, DICs, Una, Kangra, Kinnaur and the
Directorate revealed (June-July 1997) that Rs 4.14 crore were drawn between

March 1990 and March 1997 for execution of various works. Of this,
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Rs 1.71 crore’ remained unutilised in the form of cash or deposits in banks/post

offices as of March 1997.

GM, DIC, Kangra stated (June 1997) that Rs 3.38 crore were deposited
in the banks on the directions (November 1995) of the DI, out of which
Rs 1.21 crore were lying unutilised in bank accounts as of March 1997. GM, DIC,
Kinnaur stated (July 1997) that Rs 10.56 lakh were lying unutilised as no road had
been provided to Chhuppan where the trade market was to be set up. GM, DIC,
Una stated (June 1997) that Rs 7.28 lakh would be released to the executing |
agencies in the near future. The balance amount of Rs24.20 lakh was lying
unutilised with DIC, Una. Department stated ¢June-July 1997) that Rs 4.50 lakh
could not be utilised due to non-execution of work at Kaza by the Public Works
Department and Rs 4 lakh remained unutilised as training was not imparted to the

trainees and amount released by the DI without any demand from the DIC.

Government stated (November 1997) that sometimes the amount was
drawn to make payments to various executing agencies as per agreement as well
as after assessing the progress of work done and at times, due to slow progress, the
payment was not disbursed to safeguard the interest of the Government. The reply
was not tenable as under the prescribed financial rules, amounts not required for

immediate disbursement were not to be drawn.

3.1.5.8 Non-deposit of interest

In DIC, Kangra, interest of Rs 26.26 lakh had accrued for the period
between December 1992 and July 1997 on the amounts deposited in various
banks. This amount was not credited into the government account as required.

Government stated (November 1997) that necessary directions had been issued to

DIC, Una (Rs31.48 lakh), DIC, Kangra {Rs120.66 lakh), DIC, Kinnaur
(Rs 10.56 lakh), DIC, Lahaul and Spiti (Rs4.50 lakh) and Directorate
(Rs 4.00 lakh)
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all concerned to credit the amount of interest in the government account

immediately.
3.1.6 Human resource management

3.1.6.1 Workload in district level offices

While introducing (April 1978) the scheme for setting up DICs, the
GOI had directed that the number of Functional Managers should range from 4 to
7 depending upon the requirement of the district and if necessary, the activities of

two contiguous districts could be combined under one Functional Manager.

In respect of 10 districts’, four Functional Managers were sanctioned
umformly for each district, without conducting any surveys with reference to area,
populatlon served, industrial backwardness, industrial potential and workload
involved. Government stated (November 1997) that the Functional Managers had
been provided with a view to ensure uniform industrialisation in all the districts.
The reply was not tenable as area, population and industrial potential varied from

district to district.
3.1.6.2  Surplus staff

Prior to August 1981, the work of recovery of industrial loans as arrears
of land revenue was looked after by a Loan Recovery Cell having one Tehsildar,
two Assistants and one Process Server in the office of the DI. As of July 1992, the
loan recovery work of only eight tehsils in Shimla District was entrusted to the
[oan Recovery Cell. The work of the other tehsils was being looked after by the

GMs of the various DICs. Though the workload of the Cell was reduced

drastically number of staff was not reduced.

Government stated (November 1997) that the Tehsildar would now

assist the GMs of DICs, Bilaspur and Solan in recovery of arrears of land revenue

Bilaspur, Chamba, Hamirpur, Kangra, Kullu, Mandi, Sirmour, Shimla, Solan and
Una
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cases in addition to his existing work. The reply was not tenable as the powers of

_ Assistant Collector Grade-I had already been vested in the GMs in August 1981.

| 3.1.6.3  ldle staff in tea testing laboratories

Three tea testing laboratories were established at Dari, Baijnath and
Palampur during 1975-76 to certify the standard of tea samples. No samples were
tested at Dari and Baijnath after 1984-85 and at Palampur after 1991-92. The
laboratories at Dari and Baijnath were closed during January 1989 but the
laboratory at, Palampur had not been closed tifll November 1997. Out of the 12
officials working in the Dari and Baijnath laboratories, 10 were adjusted in other
wings of the Department and two were adjusted in the laboratory at Palampur.
Thus there were eight officials in the Palampur laboratory, on whom an avoidable

expenditure of Rs 24.76 lakh for the period 1992-97 had been incurred.

Government stated (November 1997) that three of the officials were
being adjusted and a skeleton staff of five officials was being retained at the
Palampur laboratory for tea tésting and agmarking as this year, tea manufacturers
had requested for the same. However, the Government did not furnish any reasons

for the avoidable expenditure on staff between 1991-92 and 1996-97.
3.1.6.4 Misuse of conveyance advances

As per the conditions for sanc.tion of conveyance advances,
conveyances were to be purchased within one month of the drawal of advance,
failing which the entire amount of advance along with penal interest thereon was
required to be recovered in lump sum from the official concerned. Failure to do so

couldl attract departmental action under the Central Civil Services Rules adopted

for the State Government employees.

Test-check of records revealed that conveyance advances of Rs 20.42
lakh were sanctioned by nine DDOs for purchase of cars (Rs 4.5 lakh) and
scooters (Rs 15.92 lakh) to 95 officers/officials during 1994-97. No conveyances
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were, however, purchased (June-July 1997) by 88 officials. In seven cases, the
DDOs stated (November 1997) that they were not aware as to whether the
conveyances had been purchased or not. No recoveries of the entire advance in
lump sum as required under the financial rules along with penal interest were
effected from the defaulting officers. Thus undue benefit was extended to these

officers/officials.

The DDOs did not furnish (August 1997) reasons for failure to effect
recovery of the advances and penal interest from.these officers/officials. The
Government stated (November 1997) that all the concerned DDOs were being
directed to look into the matter and take appropriate action as laid down in the

rules.

3.1.7 Programme impleméntation

3.1.7.1 Establishment of industrial areas/estates not monitored

To provide infrastructural facilities to intending entrepreneurs for
setting up of industries, industrial areas/estates were to be developed by the
Department at places having significant potential for industrialisation. However,
no survey and investigation of the localities had been conducted for ascertaining
the potential for industrialisation and employment generation. Department had no
organised information in this regard.. The GM, DIC, Kangra stated (June 1997)
that there was no necessity of survey and investigation for the industrial area at
Dhaliara. GM, DIC, Una stated (June- 1997) that the requisite detailed survey in

respect of selection of the industrial area at Gagret had not been conducted.

The Government stated (November 1997) that the executing agencies’
conducted surveys with the association of representatives of the Department.
However, scrutiny of DIC offices at Kangra and Una revealed that no surveys

were conducted in these districts.

Himachal Pradesh State Industrial Development Corporation Limited; Himachal
Pradesh Public Works Department and Himachal Pradesh State Electricity Board
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(i)(a) Of the 47 industrial areas/estates identified upto June 1995 in the
12 districts of the State, 25 areas had been developed upto April 1997. The
remaining 22 areas were in the process-of development. Government stated
(November 1997) that all the GMs of DICs had been directed to ensure
completion of all development works by 31 March 1998. Thus the Government

failed to properly monitor the development of industrial estates.

Test-check of records in two districts revealed that development of four®
industrial areas, sanctioned in March 1988, had not been completed as of
July 1997. For setting up an industrial area at Bain Attarian (Kangra District),
private land was acquired during January 1990 at a cost of Rs39.72 lakh.
Development of this industrial area had not been taken up as of November 1997
due to non-receipt of feasibility report of power from HPSIDC., In the remaining
three cases, development works stipulated to be completed between one and two
years had not been completed despite spending Rs 87.92 lakh. Accordingly, these
four areas could not be allotted to the prospective entrepreneurs as electricity and
water supply could not be provided and private land coming in the alignment of
the approach road could not be acquired as intimated (June 1997) by the GM,
DIC, Kangra and the DI. Thus Rs 1.28 crore spent on the acquisition of land and

development works remained unfruitful.

(b) Development of an industrial area at Pandranu (Shimla District),
sanctioned in March 1988 and, stipulated to be completed in one and a half years
had not been completed as of July 1997 as some minor works remained to be
executed. Funds of Rs 18.10 lakh were made available to the executing ageney
(HPPWD) between 1988 and 1997 but the expenditure incurred on the
development of this industrial area had not been intimated by the DI. No reply

had been furnished by the Government (November 1997).

3 Sundha-Chirgaon (Shimla District); Bain Attarian, Dhaliara and Electronic
Complex at Nagri (Kangra District)
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(ii) Non-commencement/non-completion of development works

Seventeen development and repair works .of industrial areas (Chamba
District: one; Mandi District: six; Shimla District: two and Una District: eight),
estimated to cost -Rs 93.94 lakh were stipulated to be completed between
March 1989 and March 1997. These works were, however, not taken up as of
lNovember 1997 though Rs 43.41 lakh had been released (except in respect of one
work of Una District) to the executing agencies between June 1988 and
February 1996. The ADI attributed (July 1997) this to cost escalation,
non-conducting of survey, unsuitable site and non-suitability of the proposed
works in five cases. No reasons were intimated in respect of the remaining

12 cases.

Fifty three® works (estimated cost: Rs7.30 crore) in 10 districts,
stipulated to be completed within one year and two years between 1988-89 and
1996-97 through various executing agencies to whom funds of Rs 5.37 crore had

been released between August 1987 and August 1996, were not completed.

Government stated (November 1997) that the pending works could not
be taken in hand as the executing agency was busy in other development works of
industrial areas/estates. The reply was not acceptable as the Department should
have made arrangements for speedy execution of works in view of the release of

funds for this purpose.

(iii) Outstanding rent of industrial sheds/shops

Industrial sheds/shops were let out to entrepreneurs on monthly rent for
initial period of three years, which could be extended thereafter. According to the
standard terms and conditions of the lease agreements, rent was payable by the
lessees latest by the seventh day of the following month. In case the rent remained

unpaid for a period of two consecutive months after becoming due, the

6 Bilaspur (2), Hamirpur (4), Kangra (4), Kullu (2), Kinnaur (1), Mandi (5), Shimla
(10), Sirmaur (1), Solan (23) and Una(1).
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Department could terminate the lease agreements and take -ossession of the

premises.

In DICs, Kangra, Solan and Una, rent of Rs 78.94 lakh relating to the
period from April 1963 to June 1997 had not been recovered from the allottees of
167 industrial sheds in 10 industrial areas/estates. This included rent of
Rs 37.63 lakh outstanding in respect of Una District, out of which Rs '31.27 lakh
pertained to 19 sheds, the allottees of which were allowed to mortgage the
leasehold rights with financial institutions for raising loans. Meanwhile, eight
entrepreneurs, against whom rent of Rs 13.50 lakh was recoverable, had closed
their units between January 1985 and September 1996. The Government stated
(November 1997) that action had already been .initiated for recovery of
outstanding rent and getting the premises vacated. However, no details of rent

recoveries and evictions were furnished.

-

3.1.7.2 Non-development of mini-industrial areas/estates for women
entrepreneurs

To promote entrepreneurship among womeﬁ, the DI directed
(April 1989) all the GMs of the DICs in the State to set up mini-industrial
areas/estates exclusively for women entrepreneurs in their respective districts after
identifying suitable areas and obtaining approval for the same. As of July 1997,
no such exclusive mini-industrial area/estate for women entrepreneurs had,

however, been identified and established in the State.

The Government stated (November 1997) that the proposal for setting
up such areas/estates was not found viable initially and, as such, the matter was
not pursued further. There was, however, nothing on record to indicate whether

any feasibility studies had been undertaken to establish the viability of the

proposal.




90

3.1.7.3  Failure to establish Export Promotion Industrial Park

To promote the export of industrial products, the Government of India
(GOI) approved (September 1994) the setting up of an Export Promotion
Industrial Park (EPIP) at Baddi (Solan- District) at a cost of Rs 20.03 crore.
Central grant of 75 per cent of the cost of development of the park, excluding the
cost of land, was admissible subject to the condition that the implementing agency
was in possession of the land for the park. Funds were to be released in a phased
manner, linked with the progress of implementation of the park. The cost of
acquisition of land and 25 per cent of the cost of the development of the park were
to be borne by the State Government. The infrastructural facilities so created were
to be provided to 150 export oriepted industrial units on no profit no loss basis. In
addition, the project, when completed, was to generate employment opportunities
for 16,000 persons. The project was to be implemented through HPSIDC and was
stipulated to be completed in two phases by June 1997 on 96 hectares of land

(private land: 56 hectares and Government land: 40 hectares).

Administrative approval and expenditure sanction for setting up the
park was accorded by the Government in March 1995 for Rs 4 crore with the
stipulation to restrict the expenditure to the budget allotment for the year 1994-95
and to incur expenditure in accordance with the norms laid down by the GOI.
Against the allotment of Rs 3 crore made by the GOI in March 1995, the DI drew
Rs 4 crore (including the State's share) on the last day of March 1995 and
deposited the same in different banks. This amount was subsequently released
(June 1995) to HPSIDC for phase I of the scheme without taking over possession
of the private land. Rupees 1.25 crore were also drawn in March 1996 and
released by the DI to the agency in May 1996. The agency had incurred
expenditure of Rs 89.36 lakh on development works upto April 1997. The park

had not been established so far (November 1997).
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It was noticed that the executing agency purchased five residential
quarters from Himachal Pradesh Housing Board in its own name at a cost of
Rs 16.52 lakh for which there was no provision in the project report of the
scheme. Rupees 2.10 lakh were also spent on additions and alterations on one of
these quarters. The Government stated (November 1997) that the expenditure on
residential quarters had been met out of the contingencies for which a provision of
Rs 1.10 crore had been made in the project report and that the facilities were
essential for implementation of the project. The contention was not tenable as
there was no specific provision for purchase of residential quarters in the
contingencies. Moreover, the agency was levying execution charges and,

therefore, the question of providing such facilities did not arise.

Drawal of Rs 5.25 crore (March 1995: Rs 4 crore and March 1996:
Rs 1.25 croze) to utilise the budget allotments of the respective years was contrary
to the provisions of the financial rules. The executing agency was also extended
undue financial benefit as only Rs89.36 lakh had been spent by them as of
April 1997. Besides, the agency earned interest of Rs 1.07 crore on the unspent
amount upto March 1997 and treated it as its income. Government stated

(November 1997) that the agency had been asked to clarify the issue.

3.1.7.4 Employment Promotion Programme

(a) Shortfall in achievement of targets

According to the industrial policy of the Government, the Department
was required to create additional employment for 18,500 persons in the organised
and self employment sectors during 1996-97. (Information for 1994-95 and
1995-96 was not furnished). Against this, employment was generated for
16,140 persons, resulting in a shortfall to the extent of 13 per cent. Targets were

substantially un-achieved in respect of four of the nine sub-schemes of the
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prograrame as detailed below:

Serial Name of sub scheme Target  Achievement ~ Shortfall

number ; B
(Number of persons) - Number Percentage

1 Textiles 5,600 2,543 3,057 £5

2. Electronics 1,100 580 520 47

3. Service, Business etc. 2,500 1,011 1,489 60

4. KVIC Special Project 2,600 275 2,325 89

The Government attributed (November 1997) the shortfall to non-
availability of suitable persons under these schemes. The targets fixed were thus

not realistic.

(b) Rural Artisans Programme

Of Rs 1.43 crore spent by the Department on the implementation of the
Rural Artisans Programme during 1994-97, Rs 12.63 lakh had been spent on

contingent expenditure which was beyond the scope of the scheme.

Government stated (November 1997) that contingent expenditure was
part and parcel of the scheme. The contention was not tenable as the guidelines of
the scheme did not provide for incurring of such expenditure out of the funds

provided for it.
3.1.7.5 Outstanding reimbursement of Central transport subsidy

The GOI approved (July 1971) a scheme for grant of transport subsidy
to industrial units located in the State on transportation cost of raw materials and
finished goods between certain selected railhedds or ports and the location of the
units. The subsidy was payable at the rate of 50 per cent of the cost. The rate. of
subsidy was revised to 75 per cent of the cost from April 1985. The subsidy so
released to the eligible entrepreneurs was to be got reimbursed from the GOI

subsequently.

Against the total transport subsidy of Rs 26.17 crore disbursed by the

Department during 1994-97, reimbursement of Rs 26.10 crore had been claimed
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from the GOI as of November 1997. However, reimbursement of Rs 17.01 crore
(1994-95: Rs 0.12 crore, 1995-96: Rs 0.08 crore and 1996-97: Rs 16.81 crore) had
not been. received as of November 1997. Reasons for non-reimbursement of the

claims by the GOI had not been furnished (November 1997).
3.1.7.6  Sericulture industry

Sericulture industry was being developed in the State to provide
subsidiary occupation to the poorer sections of seciety. Mulberry
cuttings/saplings were to be planted by the Départment to provide a boost to the
industry. Test-check of records of the Deputy Director, Sericulture, Palampur and
GM, DIC, Nahan revealed that 27.90 lakh and 28 lakh mulberry cuttings were
planted  in 25.20 acres and 26.50 acres of land in Palampur and Nahan
respectively, at a cost of Rs 8.30 lakh during the period 1994-97. The survival of
saplings was only 5.55 lakh and 5.66 lakh in Palampur and Nahan respectively,
which worked out to approximately 20 per cent of the total cuttings planted.
Government stated (November 1997) that survival of the saplings depended upon
meteorological/climatic conditions prevailing in the area. The reply was not
tenable as these factors were to be foreseen before selecting the areas for

plantation.
3.1.7.7  Prime Minister's Rojgar Yojana

To provide self employment opportunities to educated unemployed
youth in the country, the Prime Minister's Rojgar Yojana was launched in
October 1993 for setting up self employment ventures through industry, service

and business.

Test-check of records of GMs, DICs, Nahan and Solan revealed that
loans of Rs 7.61 lakh were advanced to 14 entrepreneurs between November 1994
and August 1996 under this scheme. These entrepreneurs had either not started
the ventures or had abandoned the works subsequently because of lack of interest

as intimated by GM, DIC, Nahan in July 1997. GM, DIC, Solan intimated
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(July 1997) that no study had been conducted to ascertain whether the persons to
whom loans were granted were actually engaged in the approved ventures. The
Government stated (November 1997) that the Department was a recommending
authority and that recovery of the loans was the sole responsibility of the
concerned institutions. They further stated that the financial institutions/RBI
conduct overall survey of the scheme. The reply was not tenable as the scheme
was not confined only to providing loans and watching their recoveries. As the
scheme was under the Department, it should have ensured its proper

implementation.

3.1.7.8 Outstanding recoveries of margin money and industrial loans

(a) Test-check of records of DICs, Kinnaur, Nahan and Solan revealed
(June-July 1997) that margin money loans of Rs 19.24 lakh, advanced to
354 entrepreneurs between 1988-89 and 1996-97 and interest of Rs 15.22 lakh
accrued thereon upto March 1997, were outstanding against the loanees as of
June 1997. The Government stated (November 1997) that the matter was pursued
by the respective GMs and the progress of recovery was monitored at' the
headquarters level. The monitoring was not effective as the loans had been lying

unrecovered for long periods.

(b). State Government provided aid to various industrial units by way of
loans which were regulated by relevant provisions of the State Aid to Industries
Act, 1971 and relevant schemes. As per the Act and the relevant mortgage deeds,
the loans were generally required to be recovered in seven instalments starting
after one year from the date of advancement. Failure to repay the principal
amounts and interest thereon called for effecting recovery of the amounts as
arrears of land revenue with the previous sanction of the State Government. The
Act also provided for the inspection of the premises' of the loanees by the DI at

any time during the currency of the loans and for immediate recovery of the loans
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if the moneys lent were diverted for unintended purposes or the conditions for the

grant of the loans were not fulfilled.

It was noticed that loans of Rs 16.93 lakh, granted between 1952-53 and
1994-95 to 463 enirepreneurs in Kangra, Kinnaur, Shimla and Solan districts
under various departmental schemes (details not furnished by the Department) and
interest of Rs44.86 lakh accrued thereon had not been recovered as of
November 1997. This included 111 units of Shimla District (recoverable amount
of principal and interest: Rs 16.51 lakh) which were closed between 1962 and
1986 and four units (recoverable amount: Rs 0.30 lakh) which were not started.
-The recovery of the loans and interest thereon had not been effected even in
respect of the functional units. Besides, only one time inspections had been

conducted by the concerned officers in respect of 40 units of Shimla District.

The Government stated (November 1997) that a.Loan Recovery Cell
was working in the Department but they had-to depend upon the Revenue
Department for service of notices and execution of warrants for attachment of
property. Due to overload of work in tehsil offices, the service of
summons/warrants was not properly effected, which was hampering the recovery
work. The reply was not tenable because the GMs of the DICs had been vested
with the powers of Assistant Collectors Grade I since August 1981 to recover the
outstanding loans as recovery of land revenue and the Government should have

ensured better coordination between the two departments.

3.1.8 Other points of interest

3.1.8.1  Slow and unplanned development of Industrial Growth Centre

To promote the industrial sector by providing infrastructural facilities to
entrepreneurs in the State at par with those available in the country, the State
Government approved (August 1992) payment of compensation for the acquisition

of land for setting up an Industrial Growth Centre in Sansarpur Terrace (Kangra
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District). The Centre was stipulated to be commissioned by the end of
March 1997. GOI approved (February 1997) the setting up of the Growth Centre
at an estimated cost of Rs 22.76 crore over an area of 464 hectares in Sansarpur

Terrace and Badhal, which was an adjoining village.

Test-check of records of the DIC, Kangra revealed (June 1997) the

following points:

(i) DI took up (1992) the case for transfer of Government land measuring
262-02-95 hectares in Badhal locality with the Deputy Commissioner, Kangra for
the Centre, which had not been transferred as of June 1997. Mutation of land
measuring 67.15 hectares which was acquired by the Department from the Bhakra
Beas Management Board (BBMB) during 1982-86 at a cost of Rs 58.61 lakh had
not been done in the name of the Department. Besides, no records showing the
accounting of the acquired land, 2,046 hutments and 462 eucalyptus trees standing

on it had been maintained.

(ii) The Department had advanced (November 1993-October 1994)
Rs 1.64 crore to Himachal Pradesh State Electricity Board for arranging electric
supply for the Centre against the estimated cost of Rs 2.02 crore. The Board
simultaneously deposited the amount with the BBMB for p-roviding the supply,

but the work for the purpose had not commenced as of November 1997.

(iii) The GOI sanctioned (March 1997) Central Plan Assistance of
Rs 4 crore for the development of the Centre. The amount was drawn on the last
day of March 1997 and kept in a fixed denosit in a bank, thereby keeping it
outside Government account. No budget provision for this amount had been made

even in the supplementary grant for the year 1996-97.

DI stated (August 1997) that budget provision in the supplementary
grant could not be made as the same had been passed by the State Legislature

before the receipt of the amount. The Government stated (November 1997) that
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efforts were in hand to regularise the expenditure. This contention was not tenable
as financial rules prohibited drawal of money without budget provision and

immediate requirement.
3.1.9 Monitoring

Department had not fixed norms for inspection of the construction
activities by the Department at various levels till May 1994. The DI issued (June
1994 and November 1996) instructions to all the GMs of the DICs to ensure
monthly inspection of the works being executed through HPSIDC in the districts

and send a monthly progress report to him by the 10th of each month.

However, no inspection notes were found on record in the offices of
DICs, Kinnaur, Sirmour, Solan and Una. In Kangra District, only five inspections

were carried out during 1995-96 and one in 1996-97.

The DI issued (June 1994) instructions to all GMs of DICs for
submission of monthly progress reports regarding the release of money to the
implementing agencies, amounts utilised and status of the works for which funds
were released. Against 360 such reports required to be submitted during the
period 1994-97 by 10 DICs, only 109 reports were sent to the DI. On this being
pointed out (June 1997) the DI stated that all GMs of DICs would be reminded to
ensure timely submission of monthly progress reports. The Government stated
(November 1997) that progress of various schemes was being monitored from
time to time by the concerned programme officers and by the headquarters office.

No reasons for the shortfalls in submission of monthly progress reports were

furnished.

3.1.10 Response to Audit

3.1.10.1 Outstanding inspection reports and paragraphs

Audit observations on financial irregularities and defects in the

maintenance. of accounts noticed during local audit are communicated to the
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Heads of Offices and higher departmental authorities through inspection reports.
The more important irregularities are also reported to the Heads of Departments
and Government for comments.. Half-yearly reports of inspection reports and
paragraphs outstanding for more than six months are forwarded to the’

Government to expedite their settlement.

At the end of August 1997, 475 paragraphs included in 163 inspection
report§ pertaining to the period from June 1963 and May 1997 were outstanding.

The important irregularities noticed in audit were as tabulated below:

.| number

Serial Category of objection g Inspection | Paragraphs
: Reports :

(In numbers)

1. Drawal of funds in advance of requirements/Blocking 44 46
of funds
2 Irregular expenditure due fo absence of sanctions, 30 41

non-inviting of tenders, etc.

3. Overpayments, non-recovery of rents and advances/ 32 90
miscellaneous recoveries

4. Non production of actual payee’s receipts/utilisation 4 20
certificates
5. Incomplete works 2 4
6. Outstanding loans/advances 23 27
7. Avoidable expenditure 6 9
8. Undue financial aid 4 4
Total : 145 . 241

No reasons were intimated by the Government for the large number of

outstanding paragraphs dating back to the year 1963.
3.1.10.2 Non-availability and non-production of records

Of the 17 selected schemes, guidelines of six State schemes® on which

expenditure of Rs12.99 crore had been incurred during 1994-97 were not

B Consultanicy fees, Development of Industrial Areas, Industrial Extension Centre
(Blacksmithy), Rural Industries Project at Palampur, Sericulture industry and Tea
industry
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available with the Department. Of these, records relating to two schemes® on
~which Rs 2.84 lakh had been spent during 1994-97 were not produced for audit

despite several requests:

The Government stated (November 1997) that documents of some old
schemes were not forthcoming, Since all these schemes were ongoing, their
guidelines should have been readily available with the Department. Due to the
absence of these documents, the proper implementation of these schemes could

not be fully verified in audit.

Revenue Department

3.2 Members of Parliament Local Area Development Scheme

3.2.1 Introduction

To enable Members of Parliament (MPs) to recommend small works of
capital nature to be doné in their constituencies, the "Members of Parliament
Local Area Development Scheme (MPLADS)" was announced in the Parliament

in D_ecémber 1993. The scheme was launched in the State from 1993-94,

Under the scheme, each MP had a choice to suggest to the concerned
District Collector (DC) works of development nature, based on locally felt needs
which could lead to creation of durable assets to the tune of Rs one crore per year
to be taken up in his/her constituency. Members of the Rajya Sabha could select
any district from the State from which they had been elected whereas nominated
members of Parliament could select any one district from any State/Union

Territory for execution of works of their choice.

# Industrial Extension Centre (Blacksmithy) and Rural Industries Project at
Palampur
The abbreviations used in this review have been listed in the Glossary in
Appendix-XII (Pages 333-335)
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Individual works costing upto Rs 10 lakh, which could be completed in
one or two working seasons, were to be taken up under the scheme. Repair and
maintenance works, completion of other incomplete schemes, - sharing of
MPLADS funds with other projects, purchase of inventory or equipment, etc.,
were not permitted under the scheme. The State had four Lok Sabha

constituencies and three members of the Rajya Sabha.

3.2.2 Organisational set up

The Department of Programme Implementation (DPI), Government of
India (GOI), was the nodal department at the Central level, which was responsible
for implementation of the scheme. At district level, the works were to be got
executed by the concerned DCs through various Government agencies. The State
Planning Department was to issue general instructions to all the planhing and
implementing agencies at the district level to co-operate, assist and implement the
works referred to them by the DCs. There was a direct liaison between the DCs
and the Central Government so far as sanction and release of funds and periodical

reporting of the scheme was concerned.

323 Audit coverage

Implementation of the scheme during 1993-97 was reviewed during
May-August 1997 by test-check of records in the offices of 10 out of the 12 DCs

in the State and 14 executing agencies'.

! Block Development Officers (BDOs), Hamirpur, Jubbal, Kangra, Kullu, Mandi
Sadar, Mashobra, Theog and Tissa, DFO, Mandi Sadar, Kullu Division Nos I and
11, Mandi Division No.II, Municipal Committee, Kullu and Rampur Division
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Details of constituencies covered in audit were as under:

Constituencies of Lok Sabha | Names of districts covered
Hamirpur Bilaspur

Hamirpur

Una o

Dehra sub-division of Kangra district
Kangra Kangra'

Chamba (except Pangi and Bharmour)
Mandi Mandi

Kullu

Lahaul and Spiti

Kinnaur .

Rampur tehsil of Shimla district
Shimla Shimla”

; Solan
Sirmour
Highlights.

The executing agencies were not rendering accounts of works
executed by them to the Deputy Commissioners. Ten Deputy
Commissioners received Rs20.30 crore during 1994-97, but
released only Rs 14.51 crore to the executing agencies for various
works. Balance of Rs 5.79 crore was lying unutilised with the

Deputy Commissioners as of March 1997.

Out of Rs3.84 crore released to 14 executing agencies in

10 districts, only Rs 2.26 crore were utilised as of July 1997,
(Paragraph 3.2.5 (a)(1))

Personal Ledger Accounts required to be opened to deposit funds

received under this scheme had not been opened by any of the

Deputy Commissioners. Funds for the schemes were kept in

saving bank accounts in disregard of Government orders.

(Paragraph 3.2.5 (a)(iii))

Districts Shimla and Kangra were adopted by Rajya Sabha MPs during 1993-94
and 1996-97 respectively
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Interest of Rs 36.20 lakh earned by the executing agencies on the
deposits of scheme funds in bank accounts opened during 1994-97

was lying unutilised as of July 1997.
(Paragraph 3.2.5 (v)(a))

Thirty four works costing Rs 18.15 lakh in Mandi and Shimla
districts, though recommended by Members of Parliament, were

not taken up as funds sanctioned for them were insufficient.
(Paragraph 3.2.5 (c)(ii))

Ten Deputy Commissioners sanctioned Rs 12.78 crore for 2,302
works during 1994-96, but did not furnish utilisation
certificates/completion certificates to Government of India for 640

works costing Rs 3.39 crore.
(Paragraph 3.2.5 (€))

Contrary to the instructions, Rs 85 lakh were\ sanctioned by the
Deputy Commissioners on the recommendations of the Members
of Parliament and Rs35.49 lakh were spent (July 1997) on
25 ongoing works out of the scheme funds in Kullu, Mandi and
Shimla districts. These works were already being financed from
the State budget and were therefore ineligible for funding under

Members of Parliament Local Area Development Scheme.

(Paragraph 3.2.6)

Ten works such as water supply schemes, mahila mandal/yuvak
mandal bhavans, roads, etc., costing Rs 12.75 lakh in Shimla
District and one water supply scheme costing Rs one lakh in Solan
District were sanctioned by the concerned Deputy Commissioners

in February/March 1996 without obtaining the formal
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recommendations of the Members of Parliament.
(Paragraph 3.2.7)

Sixty one works which were not permissible under the scheme
were sanctioned and executed on the recommendations of
Members of Parliament for which Rs 42.75 lakh were released by
the Deputy Commissioners to the executing agencies.
(Paragraph 3.2.8)
Contrary to the instructions of Government of India, none of the
Deputy Commissioners had sent expenditure statements for the
works to the Accountant General. They did not also maintain the
required Asset Registers to show the number of assets created
under the scheme.
(Paragraphs 3.2.12 and 3.2.13)
The execution of schemes was not monitored at the State level.
There was no evidence to suggest that the Deputy Commissioners
were inspecting the works. No signboards indicating the
“Members of Parliament Local Area Development Scheme Work”

were erected at the work sites as required.
(Paragraphs 3.2.14 and 3.2.15)

Financial outlay and expenditure

The scheme was cent per cent Centrally sponsored and funds were

released by the Department of Programme Implementation (DPI), Government of

India, direct to the DCs each year except for 1993-94, when the allocation was

routed through the State Planning Department. During 1993-94, Rs 5 lakh per MP

were released. These releases were raised to Rs one crore per MP from 1994-95

onwards. The DPI was to release funds twice a year on the basis of physical and

financial progress of the works.
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The release of funds and actual expenditure as per the records of the

DCs during 1993-97 in the 10 districts test-checked were as under:

Year Opening  Funds allotted Total funds Funds distributed” - Balance funds
. - balance byDPI - available by DCs to executing with DCs
: " agencies for s
execution of works.

(Rupees in crore)

1993-94 nil nil nil nil nil
1994-95 nil 6.30 6.30 3.01 329
1995-96 3.29 8.00 11.29 8.62 2.67
1996-97 2.67 6.00 8.67 2.88 5.79
Total : 20.30 14.51

The following points were noticed in audit:”
(i) ‘Non-utilisation of funds

Of the total finds of Rs 20.30 crore made available to the ten DCs? for
implementation of the scheme during 1994-97, only Rs 14.51 crore
(71.48 per cent) were released to the executing agencies for execution of the
various works recommended by the MPs. The balance of Rs 5.79 crore
(28.52 per cenf) remained unutilised with the DCs in banks as of March 1997.
Non-utilisation of funds was attributed (June 1997) by the DCs to late receipt of
funds, non-recommendation of works by the concerned MPs and non-finalisation
of detailed estimates of the works by the executing agencies in time. Non-
utilisation of funds and keeping government money in bank accounts deprived the

public of the intended benefits of the scheme.

Of Rs 3.84 crore released during 1994-97 to 14 executing agencies by
10 DCs, only Rs 2.26 crore had been utilised as of July 1997. Non-utilisation of
the balance amount of Rs 1.58 crore (as worked out by Audit) was attributed

(May-August 1997) by the executing agencies mainly to the works being in

Bilaspur, Chamba, Hamirpur, Kangra, Kullu, Mandi, Shimla, Sirmour, Solan and
Una
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progress, delay in finalisation of schemes by the executing ~cencies, lack of

interest shown by the panchayats, site disputes and labour problems.

Since no accounts were being rendered by the executing agencies, the
DCs were unaware of the actual amount of unspent funds lying with the executing
agencies and could not monitor the progress of works for which funds were

released.

(ii) Delayed release of funds

The State Planning Departmeni received Rs35lakh from the
Government of India in February 1994, but released them during 1994-95 to the
concerned DCs. The Advisor (Planning) stated (May 1997) that the funds were
received at the fag end of the financial year and were sent to the districts selected
by the MPs after the close of the financial year. Non-release of funds to the DCs
during 1993-94 by the State Planning Department resulted in delayed

implementation of the scheme in the State.

(iii) Non-opening of personal ledger accounts

Each DC was required to open a Personal Ledger Account (PLA)
separately for each MP for depositing funds received for execution of schemes.
Contrary to these instructions, the DCs/executing agencies in the districts
test-checked, kept the funds received for the implementation' of the scheme in
banks by operating savings bank accounts. Reasons for not opening PLAs were
called for in April 1997. Reply had not been received (July 1997).

(iv) Non-rendition of monthly accounts

The accounts of the works executed by different executing agencies,

though required to be submitted every month as per the provisions of the scheme,

were not available with the DCs. DCs, Mandi and Shimla stated (May and
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June 1997) that monthly accounts were not received from the executing agencies.
Reasons for non-receipt of accounts were not intimated. The other DCs stated
(May 1997) that the utilisation of funds by the executing -agencies was watched
through occasional meetings. This contention was untenable as the accounts were
required to be obtained every month for a systematic watch over proper utilisation

of funds.

v) Blocking of funds

The District Rural Development Agency (DRDA), Mandi received
Rs one crore under the scheme for the year 1994-95 in October 1994 and
deposited the same in a savings bank account. The amount was transferred to DC,
Mandi in May 1995. Interest of Rs 2.82 lakh earned on the amount was lying with
DRDA, Mandi as of May 1997. The Project Officer, DRDA, Mandi stated
(May 1997) that originally they were not aware of the scheme to which the funds
pertained and the same were transferred to DC, Mandi on receipt of a clarification
from the Government of India. Thus Rs one crore remained blocked for over six

months for want of effective monitoring of the scheme by the DC.

Scrutiny showed that interest of Rs 33.38 lakh earned on bank accounts
opened by the executing agencies under the scheme during 1994-97, was lying
unutilised as of July 1997. It was also noticed that BDO, Nagrota Bagwan
(Kangra District) deposited (January 1997) interest of Rs0.20 lakh into the

treasury, contrary to the instructions of DPL

(b) Rupees 0.70 lakh, transferred (March 1995) by DRDA, Shimla to BDO,
Mashobra were not accounted for in the books of the latter. The BDO stated

(May 1997) that the matter was under investigation.
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(c) Physical achievement of works

The status of works under the scheme in the 10 districts during 1993-96

was as tabulated below:

Year Proposals Works ' Works
received completed ongoing
during the
year

1993-94 - - . "

1994-95 790 302 488

1995-96 1,512 400 1,112

Total 2,302 702 1,600

The following points were noticed:

)] The type of works to be taken up under the scheme was to be such as
could be completed in one or two working seasons. Test-check of records in
10 districts revealed that out of 2,302 works recommended by the MPs during
1994-96, only 702 works had been completed by the executing agencies and the
balance of 1,600 works were under progress (July 1997). Further 488 works due
for completion by 1995-96 were still in progress. Thus the scheduled periods of

completion envisaged in the scheme had not been adhered to.

(ii) According to the instructions of the Government of India, the DCs were
to get the estimates prepared from the concerned implementing agencies and issqc
sanctions for the full cost of the works irrespective of whether the MP hLad
indicated any cost or not, subject to the condition that the total cost of the
sanctions issued did not exceed Rs 10 lakh per individual work and Rs one crore

for all the works put together for a year.
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It was, however, noticed in audit that 34 works like construction of
buildings, roads, a stadium and mahila mandal bhavans were recommended by the
concerned MPs to two DCs (Shimla and Mandi), who sanctioned Rs 18.15 lakh to
the executing agencies without obtaining the detailed estimates from them. The
executing agencies did not take up the construction of the aforesaid works on the
plea that the furids sanctioned were not sufficient and subsequently surrendered

the sanctioned funds.

Deviation from the instructions of the Government of India thus
resulted in denial of the intended benefits of the scheme to the public, besides

blocking of government funds.

(iii) [t was also noticed in audit that Rs4.65 lakh were allotted
(August 1995) to BDO, Mashobra for the execution of 26 works such as roads and
buildings, etc. The schemes were cancelled in January 1997 by the DC, Shimla
and the BDO returned the funds to DRDA, Shimla in March 1997. The BDO
stated (May 1997) that the works could not be taken up for execution as the funds
allotted were insufficient for their completion and further added that the same
were sanctioned by the DC even though no estimates had been prepared by his

office for these schemes.
(d) Irregular reduction of centage charges

The implementing agencies were not to collect any administrative and
centage charges for preparatory works, implementation, supervision, etc. "It was
noticed in audit that centage charges of Rs 2.43 lakh were irregularly deducted in
three districts® during 1995-96 and 1996-97. Of this, Rs 1.14 lakh were utilised
for meeting the petty contingent expenses of the offices of DC, Kangra and BDOs,

Jubbal and Kullu and Rs 1.29 lakh were lying unutilised with DC, Kangra, who

} DC, Kangra: Rs 1.47 Jakh: BDO, Jubbal (Shimla district): Rs 0.06 lakh and BDO,
Kullu: Rs 0.90 lakh
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stated (June 1997) that the unspent amount would be paid back to the main

MPLABDS funds account.
(e) Non-furnishing of utilisation certificates

As per instructions (August 1996) of the Government of India, the DCs
were to furnish release-wise utilisation certificates (UCs) to the DPI on their
utilisation. It was noticed that 2,302 works costing Rs 12.78 crore were taken up
by the executing agencies in 10 districts during 1994-96. Of these, 702 works
werée completed as of March 1997, UCs of 640 completed works
(cost: Rs 3.39 crore) had been sent by the executing agencies to the DCs but the

latter had not sent them to the DPIL, as required.
3.2.6 Irregular spending of MPLADS funds for ongoing schemes

According to the guidelines, sharing of MPLADS funds with other
projects was not permitted. It was noticed 'in audit that Rs 85 lakh were
sanctioned by the DCs, Mandi, Kullu and Shimla on the recommendations of the
concerned MPs between April 1995 and January 1997 for the execution of
25 ongoing works (roads: 24 and bridge: 1). Of this, Rs 35.49 lakh had been spent
by the Executive Engineers, Mandi (B&R) Division No.Il, Kullu Division No.I
and 11 and Rampur as of July 1997. Scrutiny of records revealed (May-
August 1997) that all these works were already being financed from the State

budget. This resulted in diversion of scheme funds.
3.2.7 Sanction of works without the recommendations of the MPs

The MPs were to give a choice of works on their letterheads under their
signatures to the concerned DCs, who were to get them implemented by following
the established procedure. It was noticed in audit that ten works such as water
supply schemes, mahila mandal/yuvak mandal bhavans, roads, etc., costing

Rs 12.75 lakh in Shimla District and one water supply scheme costing Rs one lakh
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in Solan District were sanctioned by the concerned DCs in February/ March 1996
-without obtaining the formal recommendations of the MPs. The DC, Shimla
stated (November 1997) that the schemes were sanctioned on the basis of
telepho.nic talks with the MPs and formal approval was awaited. The DC, Solan
stated (November 1997) that formal written recommendations of the MP was
being obtained. The contentions of both the DCs was not tenable as their action

was contrary to the instructions of the Government.
3.2.8  Expenditure on works not covered under the scheme

The scheme funds were not to be utilised for the construction of
office/residential buildings, repair and maintenance works, works belonging to

private institutions and purchase of inventory or stock of any type.

Cantrary to these instructions, 61 works costing Rs 42.75 lakh, such as
construction of conference hall and stadium; purchase of sports equipment;
organisation of sports meet; repairs and renovation of primary school buildings,
water supply schemes and irrigation kuhls, etc., which were not permissible under
the scheme, were sanctioned by seven DCs’ during 1993-97 on the
recommendations of the MPs. A sum of Rs25.20lakh had been spent
(upto June 1997) out of the sanctioned amount of Rs 42.75 lakh and the balance
amount of Rs 17.55 lakh was lying unspent with the executing agencies.
DC, Mandi stated (June 1997) that repair and maintenance works were
erroneously sanctioned. DC, Hamirpur stated (May 1997) that the scheme was
recommended by the MP and funds were released in public interest and no such

work was sanctioned during 1996-97. The contention was not tenable as the

1
Chamba: four works: Rs 0.80 lakh
Hamirpur: one work: Rs 6.00 lakh
Solan: 32 works: Rs 16.17 lakh
Shimla: one work: Rs 2.00 lakh
Sirmour: 15 works: Rs 10.65 lakh
Mandi: three works: Rs 0.80 lakh
Kangra: five works: Rs 6.33 lakh
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works were not covered under the scheme. The remaining DCs did not furnish

any reply (July 1997).
3.2.9 Works sanctioned without clear title to land

The scheme provided that it was to be ensured that the institutions or
the persons surrendering land for the execution of works had title to surrender the
same. The district authorities were to ensure that the transferred land was
relinquished under the local land relinquishment laws. DCs, Hamirpur, Mandi
and Shimla sanctioned Rs3.50 lakh for six works during 1994-96, without
ensuring the availability of site and title over the land. Consequently, the works

were held up because of land disputes after spending Rs 1.80 lakh.
3.2.10 Works sanctioned without cost estimates

According to instructions issued by DPI in June 1996, the DCs were to
issue sanctions for the full cost of works, irrespective of whether the MP had
indicated any cost or not after getting the estimates of works prepared from the

executing agencies. It was noticed in audit in this respect that:

(i) In the test-checked districts, the DCs did not obtain detailed estimates

of any of the works sanctioned by them.

(ii) DCs, Kullu, Mandi and Hamirpur sanctioned Rs 29.70 lakh during
1995-96 for 24 works of construction of roads and buildings on the basis of the
amounts indicated by the respective MPs for expenditure on each work without
obtaining detailed estimates. The executing agencies had fully utilised the funds
sanctioned against these works and all the 24 works remained incomplete for want
of the additional funds. Test-check of records revealed that Rs 49.04 lakh were
required for the completion of 10 works. Requirement of funds for the remaining

14 works had not been furnished (July 1997) to audit.
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3.2.11 Non-commencement of works

The works sanctioned under the scheme were to be completed within
one or two working seasons from the date of issue of the sanctions. Forty two
works, for which Rs 40.55 lakh were sanctioned during 1995-96 and 1996-97, in
Kangra, Mandi and Shimla Lok Sabha constituencies had not commenced as of
June 1997. The executing agencies attributed non-commencement of works to site
disputes, labour problems, non-finalisation of alignment of road and
non-preparation of detailed estimates. The contentions were not tenable as these

factors should have been considered before sanction of the works.

3.2.12 Expenditure statements not sent to the Accountant Generals'
office

According to the instructions issued (August 1996) by DPI, each DC
was to ensure that expenditure statements were sent by the DCs to the State
Accountant General by 31 May of the following year with a request to have their
audit conducted. No such statements had been sent to the Accountant General

ever since the implementation of the scheme by any of the DCs.
3.2.13 Non-maintenance of asset registers

Instructions issued (August 1996) by the DPI prescribed that a register
showing the assets created in the district under the scheme should be maintained

by the DC or his authorised officer.

Scrutiny revealed that no such register had been maintained by the DCs
in any of the districts test-checked. The reasons for non-maintenance of the
register, though called for (October 1997), had not been furnished. In the absence
of asset registers, the total number of assets created under the scheme could not be

verified.
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3.2.14 Monitoring and supervision

State Governments were to designate one nodal department for
monitoring of the physical progress of schemes through field inspections and for
coordination with DPI. The heads of districts were to inspect at least 10 per cent
of these works every year. Senior officers of the implementing agencies were
responsible for regular visits of the work spots to ensure that the works were
progressing satisfactorily as per the prescribed procedures and specifications. A
schedule of inspections which prescribed the minimum number of field visits for
cach supervisory level functionary of the implementing agencies was to be drawn

up by DPL.

No department was designated as a nodal department for physical
monitoring and coordination and no specific norms, periodicity or schedule of
inspections had been prescribed by the State Government. The Advisor
(Planning) to the State Government stated (May 1997) that at the State level, the
Planning Department was casually involved by the Central Government/DPI
under the scheme and it was, therefore, not playing any effective role as head of
the Department. He further stated that the schemes were not monitored at the
State level. He also stated that no mechanism had been evolved to monitor the
scheme as no provision for staff and contingent expenditure had been made for the
purpose. In the districts test-checked, no records of inspections were available.
While confirming this, the concerned DCs stated (May-August 1997) that the
works were inspected while they were on tour. However, there was no evidence
to verify the authenticity of this contention as no records relating to such

inspections were maintained.
3.2.15 Signboards of schemes not displayed

The guidelines stipulated that in order to make people aware that
particular works had been executed with MPLADS funds, signboards carrying an

inscription "MPLADS WORK" may be prominently erected at the sites.
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DCs, Mandi and Kangra stated (June 1997) that no system existed
through which local people could be made aware of the scheme. DC, Shimla
stated (June 1997) that copies of the scheme had been sent to BDOs for further
distribution among panchayat pradhans and making wide publicity. DC,
Hamirpur stated (May 1997) that meetings were being organised with the local
people to make them aware of the scheme. These contentions were not tenable as

these were not substitutes for display of the notice boards.

These points were referred to the Government in August 1997, reply

had not been received (November 1997).

33 San_ction, Procurement and Utilisation of Government
vehicles

3.3.1 Introduction

To ensure the proper use of government vehicles in Himachal Pradesh,
the General Administration Department (GAD) of the State Government framed
(September 1975) rules regulating the use and maintenance of government
vehicles and conditions of service of drivers of such vehicles. These rules were

made applicable to all departments of the State Government.

3.3.2 Organisational set up

In the Revenue Department, the Deputy Commissioners (DCs) are the
controlling officers in respect of vehicles under their control. They function under
the directions of the three Divisional Commissioners of the State. The Financial

Commussioner-cum-Secretary (Revenue) is the overall administrative head of the

Revenue Deparfment.

”[.‘he abbreviations used in this review have been listed in the Glossary in
Appendix-X1I (Pages 333-335)
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Audit coverage

Sanction, procurement and utilisation of government vehicles during

1992-97 were test-checked between May and August 1997 in the offices of

five? DCs and nine’ Sub-Divisional Officers (SDOs) (Civil) and in the office of the

Financial Commissioner-cum-Secretary (Revenue) to the Government of

Himachal Pradesh.

3.34
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Highlights-

Four vehicles were purchased by Deputy Commissioners, Solan
and Hamirpur for Rs 10.01 lakh between July 1992 and
April 1996 out of Logal District Planning funds (Rs 5.42 lakh:
2 vehicles), Integrated Rural Development Programme funds
(Rs 1.72 lakh: 1 vehicle) and regular budget (Rs2.87 lakh:

| vehicle) without the sanction of the competent authority.
(Paragraph 3.3.6(i) & (ii))

In three districts, Rs 1.67 lakh were spent on purchase of luxury
items like tape recorders and foam rubber/foam leather seats by
the DCs of Hamirpur, Kangra, Shimla and Sub Divisional Officer
(Civil), Rohru in disregard of the ban on purchase of luxury items

for government vehicles.

(Paragraph 3.3.6(iii))

Average mileage of 21 vehicles in the offices of the Deputy
Commissioners, Kangra, Kinnaur, Shimla and Solan was less than

the norms fixed by the General Administration Department which

Hamirpur, Kangra, Kinnaur, Shimla and Solan

Arki, Dehra, Dharamsala, Nadaun, Nurpur, Nichar, Rampur, Rohru and Solan
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resulted in excess consumption of 31,702 litres of petrol valued at

about Rs 5.71 lakh during 1992-97.
(Paragraph 3.3.7.1)

Rupees 1.70 lakh were not recovered from 96 officers in nine

districts for private journeys performed in official vehicles.
(Paragraph 3.3.7.2)

Deputy Commissioners, Shimla and Solan used more than one
vehicle at different places at the same time and on the same dates
for 2,376 kilometres and 292 kilometres respectively between
April 1992 and November 1994 and the log books were signed
separately as Deputy Commissioner and as Chairman, District

Rural Development Agency (DRDA).
(Paragraph 3.3.7.3(ii))

The exact nature of official work was not mentioned in respect of
journeys of 2.45 lakh kilometers performed by 21 vehicles in the
offices of Deputy Commissioners, Kangra, Kinnaur and Shimla

during 1992-97.
(Paragraph 3.3.7.3 (iii))

Six vehicles from Kinnaur and Solan were taken for repairs to
Chandigarh and Shinila between April 1992 and July 1996,

travelling 4,383 kilometres, but no repairs were carried out.
(Paragraph 3.3.7.3(v))

In three districts, 10 vehicles covered an avoidable distance of

13,577 kilometres during 1992-97 which resulted 1n excess
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consumption of approximately 2,482 litres of petrol valued at

about Rs 0.45 lakh.
(Paragraph 3.3.7.3(vii))

During 1992-97, 25 government vehicles covered a total distance
of 2.50 lakh kilometres outside the jurisdiction of the controlling
officers. Deputy Commissioners, Hamirpur, Shimla and Solan
took their vehicles outside the State during 1992-97 and covered a
total distance of 6,878 kilometres.without prior permission of the

Chief Secretary.

(Paragraph 3.3.7.3 (viii) and (ix))
Registers for the accounting of used parts were not maintained by
the Deputy Commissioners, Hamirpur, Kangra, Kinnaur, Shimla

and Solan although Rs47.09 lakh were spent on repairs of
vehicles during 1992-97.

(Paragraph 3.3.8)

Financial outlay and expenditure

Budget provision and expenditure on the procurement and utilisation of

vehicles in the Revenue Department during 1992-97 were as under:

Year Budget Expenditure Excess(+)/
provision , Saving(-)
(Rupees in lakh)
1992-93 57.37 57.39 (+) 0.02
1993-94 89.23 89.23 --
1994-95 7221 84.44 (H)12.23
1995-96 100.23 100.23 --
1996-97 87.38 78.41 (-) 8.97

Total 406.42 409.70
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The excess expenditure during 1994-95 was attributed (July 1997) by
the Department to purchase of new vehicles while the savings during 1996-97

were stated to be on account of economy measures adopted by the Government.

3.3.6 Procurement

(i) The State Government issued instructions (March 1990) that prior
sanction of the Finance Department and the Council of Ministers was necessary

for the purchase of new vehicles. Following points were noticed in this regard.

(a) DC, Solan purchased (November 1994 and February 1995) two Maruti
Gypsy jeeps valued at Rs 5.42 lakh out of Local District Planning funds without
obtaining prior sanction of the Finance Department and the Council of Ministers.
At the instance of audit, DC, Solan requested (November 1995 and July 1996) the
Advisor (Planning) to the State Government to obtain ex-post-facto sanction from
the Finance Department and also to recoup the amount to the planning head of

account. The ex-post-facto sanction had not been accorded as of November 1997.

DC, Solan stated (June 1997) that one vehicle was purchased for use by
the Block Development Officer (BDO), Nalagarh as the allotted vehicle was
beyond repairs and was off the road. The second Gypsy jeep was purchased by
the DC for his own use as his car could not ply on the interiar and rough roads.
The reply of the DC was not tenable because the vehicle for the BDO, Nalagarh
should have been provided out of the State Government's budget. Since the DC
had a fleet of seven vehicles including four Gypsy jeeps with him, as against the
norms of four vehicles, purchase of another Gypsy jeep for the DC was not
justified.

Thus the expenditure of Rs5.42 lakh incurred by the DC on the

purchase of vehicles was irregular.

(b) DC, Hamirpur purchased (April 1996) a vehicle valued at Rs 2.87 lakh

without prior sanction of the Council of Ministers. The DC stated (August 1997)



[

119

that the vehicle was purchased on receipt of a wireless message from the
Government. However, the regular sanction of the Finance Department and
approval of the Council of Ministers was awaited as of August 1997. The
purchase of the vehicle without prior sanction of the Council of Ministers was thus

irregular.

DC, Hamirpur drew (March 1996) Rs 2.88 lakh for the purchase of
another vehicle on the basis of budget provisions. Initially the Treasury Officer
objected fo the drawal in the absence of proper sanction. However, the payment
was released after the DC recorded a certificate on the voucher to the effect that
the proposal for the purchase of the vehicle had been approved by the Secretary
(Revenue). The DC also attached a copy of the sanction accorded by him with the
voucher, though he was not competent (o do so. The sanction for the purchase of
the vehicle had not been obtained from the competent authority as of August 1997
and Rs 2.88 lakh were lying unutilised in the savings bank account of the DC in .
contravention of financial rules. Reasons for the drawal of funds without

obtaining the sanction of the competent authority were not furnished by the DC,

Hamirpur.

(i1) Government of India imposed a ban (February 1991) on the purchase of
vehicles out of Integrated Rural Development Programme (IRDP) funds by the
District Rureil Development Agencies (DRDAs).  Despite this, DC, Solan
purchased (July 1992) one Ambassador car valued at Rs 1.72 lakh out of IRDP
funds. The DC stated (June 1997) that the purchase had been made with the
approval of the governing body of the DRDA. The reply of the DC was not

tenable as the governing body was not competent to relax the ban imposed by the

Government of India.

(i11) The Government issued instructions (June 1985) that not more than
Rs 2,000 should be spent on accessories for a new jeep or a car. The fabrication of

bodies of jeeps and the purchase of luxury items like tape recorders and foam
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rubber or foam leather seats for government vehicles was banned. Contrary to
these instructions, in four districts, Rs 1.67 lakh® were incurred on the purchase of
bapned items and Rs 0.95 lakh* were incurred on the fabrication of seven Gypsy
jeeps during 1992-97: The expenditure on accessories purchased in three® of the
districts for 14 new vehicles during 1992-97 ranged between Rs 3,828 and
Rs 39,480 per vehicle. Further scrutiny revealed that DC, Kangra had spent
Rs 39,480 and Rs 37,021 on the purchase of accessories for vehicle numbers
HP-39-5555 and HPK-1 respectively. DC, Shimla spent Rs 32,454 on vehicle

number HIS-1.

While no reasons for the purchase of these items were given by DCs,
Hamirpur, Solan and Shimla, the Assistant Commissioner to Deputy
Commissioner, Kangra stated (June 1997) that as the vehicles were utilised by the
DC and other VIPs, items of luxurious nature were necessary. This reply was not

tenable as these purchases were made in contravention of the instructions of the

Government.

(iv) Financial rules provide that purchases should be made from rate
contract firms ahd no purchase should be effected from the open market without
obtaining a non-availability certificate from the Controller of Stores. It was
noticed in audit that tyres and tubes valued at Rs 2.12 lakh® were purchased from

local firms without obtaining non-availability certificates from the Controller of

2 DC, Hamirpur,: Rs 0.11 lakh; DC, Kangra: Rs 1.09 lakh: DC, Shimla: Rs 0.42
lakh and SDO(Civil), Rohru: Rs 0.05 lakh.

= DC, Kangra: Rs 0.27 lakh, 2 Jeeps; DC, Shimla: 0.31 lakh, 3 Jeeps; DC, Solan:
Rs 0.21 lakh, 1 Jeep and SDO(Civil), Rohru: Rs 0.16 lakh, 1 Jeep.

? Kangra:7; Shimla:6 and Solan:1

g DC, Kangra: Rs 1.39 lakh; DC, Shimla: Rs 0.24 lakh; DC, Solan: Rs 0.13 lakh;

SDO(Civil), Dharamsala: Rs 0.22 lakh; SDO (Civil), Rampur: Rs 0.09 lakh and
SDO(Civil), Arki: Rs 0.05 lakh
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Stores and Rs 0.72 lakh’ had been paid in excess-of the rates of the rate contract

firms.

No reasons were furnished by the DCs, Shimla, Solan, SDO(Civil)
Dharamsala and SDO (Civil) Arki for the purchase of tyres and tubes from local
firms. DC, Kangra and SDO(Civil) Rampur stated (June 1997) that purchases
from local firms were made in view of urgency. The replies were not tenable as

the purchases were not made as per financial rules.

3.3.7 Utilisation of vehicles

3.3.7.1 High average consumption of petrol oil and lubricants

The Government issued (September 1987) instructions that controlling
officers of vehicles would be directly responsible for ensuring improved mileage.
For this purpose, they were to personally carry out tests every year and record the

mileages actually noticed during the tests in the log books of the vehicles. This

average mileage was required to be maintained by the drivers for that year. These

instructions were reiterated in March 1990. It was noticed that no such exercise

had been carried out by the DCs in the districts test- checked.

The General Administration Department, in consultation with technical
experts, fixed (January 1997) minimum average mileages of 6 kms and 8 kms per
litre for Ambassador cars and Maruti Gypsy jeeps respectively. It was noticed in
audit thatr during 1992-97, the average mileage of eight Ambassador cars under the
control of three® DCs ranged between 4.06 kms and 5.47 kms per litre and the

average mileage of 13 Gypsy jeeps in four’ of the districts ranged between

: DC, Kangra: Rs 0.46 lakh; DC, Shimla: Rs 0.06 lakh; DC, Solan: Rs 0.03 lakh;
SDO(Civil), Dharamsala: Rs 0.10 lakh; SDO(Civil), Rampur: Rs 0.04 lakh and
SDO(Civil), Arki: Rs 0.03 lakh

8 DC, Kangra: |; DC, Shimla: 5 and DC, Solan: 2
t DC, Kangra: 2 ; DC, Kinnaur : 2 : DC, Solan: 3 and DC, Shimla: 6
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4.58 kms and 7.32 kms.per litre during 1992-97. This resulted in excess

consumption of approximately 31,702 litres of petrol valued at about Rs 5.71 lakh.

DCs, Kangra and Kinnaur stated (June-July 1997) that Government
instructions would be kept in view in future whereas DCs, Solan and Shimla
stated (June 1997) that the variation in consumption of petrol depended on the
areas in which the vehicles had been plied. The contention was not acceptable as
the minimum mileage had been fixed by GAD after consulting technical experts

on the subject.

3.3.7.2 Non-recovery of amount of attached vehicles

Government instructions (December 1977) provided that officers with
whom vehicles were attached would be required to pay Rs 75 per month in respect
of journeys performed by them for private purposes within a specified limit of
150 kms per ;nonth. These rates and limits were revised from time to time in
respect of officers at the block and.district levels and other officers. It was noticed
in audit that Rs 1.70 lakh'" were outstanding in nine districts'! from 96 officers as

of March 1997 on account of vehicles attached with them.

DCs, Kangra and Solan furnished no reasons for non-recoveries of dues
and other DCs attributed (August 1997 and November 1997) the non-recovery of

dues to transfer and retirement of officers.

3.3.7.3 Misutilisation of vehicles

(1) The Government issued (July 1987 and May 1994) instructions that
vehicles purchased out of Small Savings prize money should be exclusively

utilised for works relating to small savings. It was noticed in audit that two

I More than 10 years: Rs 0.49 lakh; more than 5 years and less than 10 years:
Rs 0.84 lakh and upto 5 years : Rs 0.37 lakh

L Bilaspur, Hamirpur, Kangra, Lahaul and Spiti, Mandji, Shimla, Sirmour , Solan
“and Una
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vehicles were purchased out of Small Savings prize money by DCs, Kinnaur and
Kangra in July 1987 and November 1993 respectively. These vehicles, which
were utilised for administration and<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>